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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (“Form 10-K”) contains forward-looking statements within the meaning of Section 274 of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). All statements, other than statements of historical fact, contained in this Annual Report on
Form 10-K are forward-looking statements, including, but not limited to, statements regarding our strategy, prospects, plans,
objectives, future operations, future revenue and earnings, projected margins and expenses, markets for our services, potential
acquisitions or strategic alliances, financial position, and liquidity and anticipated cash needs and availability. The words
“anticipates,” “believes,” “estimates,” “expects,” “intends,” “may,” “plans,” “projects,” “will,” “would,” variations of
such words and similar expressions or the negatives thereof are intended to identify forward-looking statements. However, not
all forward-looking statements contain these identifying words. These forward-looking statements represent our management’s
expectations as of the date of this filing and involve known and unknown risks, uncertainties and other factors that may cause
our actual results, performance and achievements, or industry results, to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements. We cannot guarantee the accuracy of
the forward-looking statements, and you should be aware that results and events could differ materially and adversely from
those contained in the forward-looking statements due to a number of risks and uncertainties including, but not limited to, those
described in the section entitled “Risk Factors” included in this Annual Report on Form 10-K and in other documents we file
from time to time with the U.S. Securities and Exchange Commission (the “Commission” or the “SEC”) that disclose risks and
uncertainties that may affect our business. Readers are urged to carefully review and consider the various disclosures made in
this Annual Report on Form 10-K and in other documents we file from time to time with the Commission. Furthermore, such
forward-looking statements speak only as of the date of this Annual Report on Form 10-K. Except as required by law, we do not
undertake, and expressly disclaim any duty, to publicly update or revise these statements, whether as a result of new
information, new developments, or otherwise and even if experience or future changes make it clear that any projected results
expressed in this Annual Report on Form 10-K or future quarterly reports, press releases or company statements will not be
realized. Unless specifically indicated otherwise, the forward-looking statements in this Form 10-K do not reflect the potential
impact of any divestitures, mergers, acquisitions or other business combinations that have not been completed as of the date of
this filing. In addition, the inclusion of any statement in this Annual Report on Form 10-K does not constitute an admission by
us that the events or circumstances described in such statement are material. We qualify all of our forward-looking statements
by these cautionary statements. In addition, the industry in which we operate is subject to a high degree of uncertainty and risk
due to a variety of factors including those described in the section entitled “Risk Factors.” These and other factors could cause
our results to differ materially from those expressed in this Annual Report on Form 10-K.

Note Regarding Third-Party Information

Unless otherwise indicated, information contained in this Annual Report on Form 10-K concerning our industry and the
markets in which we operate, including our general expectations and market position, market opportunity and market size, is
based on information from various sources, on assumptions that we have made that are based on those data and other similar
sources, and on our knowledge of the markets for our services. This information includes a number of assumptions and
limitations, and you are cautioned not to give undue weight to such information. In addition, projections, assumptions and
estimates of our future performance and the future performance of the industry in which we operate are necessarily subject to a
high degree of uncertainty and risk due to a variety of factors, including those described in the section entitled “Risk Factors”
and elsewhere in this Annual Report on Form 10-K and in other documents we file from time to time with the Commission that
disclose risks and uncertainties that may affect our business. These and other factors could cause results to differ materially
and adversely from those expressed in the estimates made by third parties and by us.
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Unless otherwise indicated or unless the context requires otherwise, all references in this document to “Hyliion,” “our
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company,” “we,” “us,” “our,” and similar names refer to Hyliion Holdings Corp. and, where appropriate, its subsidiary.
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Part1

ITEM 1. BUSINESS
Overview

Hyliion is a Delaware corporation headquartered in Cedar Park, Texas, and became a NYSE listed company as a result of the
merger consummated pursuant to the terms of the Business Combination Agreement, dated June 18, 2020, between Tortoise
Acquisition Corp. and each of the shareholders of Hyliion Inc., a Delaware corporation (the “Business Combination”).

Our mission is to be the leading provider of electrified solutions for the commercial vehicle industry as well as other industries.
Our goal is to reduce the carbon intensity and greenhouse gas (“GHG”) emissions in the transportation sector by providing
electrified solutions for Class 8 vehicles that both aim to reduce the cost of operation and promote the usage of existing fueling
infrastructure. Our current products and products under development utilize control software, data analytics, battery systems,
fully integrated electric motors, and power electronics to produce our electrified powertrain systems.

We currently offer the Hyliion Hybrid (“Hybrid”) system, which is an electrified powertrain system that augments existing
Class 8 semi-trucks and aims to improve vehicle performance or reduce fuel usage, depending on application. The Hybrid
system can either be installed on a new vehicle prior to entering service or retrofit onto an existing in-service vehicle. This
feature gives our customers the flexibility to continue using their preferred vehicle brands and maintain their existing fleet
maintenance and operations strategies.

We began selling the Hybrid system in late 2021 and it has been installed on a variety of our customers’ commercial vehicles,
utilizing multiple original equipment manufacturer (“OEM”) platforms. Our Hybrid system deployments are with innovative
fleets in the transportation and logistics sector and include a variety of duty cycles, use cases and geographical regions. A
common application is to install the Hybrid system on a compressed natural gas (“CNG”)-powered truck with a conventional
drivetrain. The Hybrid system aims to improve performance by giving a power boost to the CNG drivetrain when needed, along
with regenerative braking and an optional fully electric auxiliary power system. Across these customer installations, and over
the entire Hyliion fleet, we have accumulated millions of real-world road miles on Class 8 semi-trucks.

We also plan to offer the Hypertruck ERX powertrain platform (“Hypertruck ERX system”), which is a complete electrified
powertrain system leveraging an onboard CNG-fueled generator to supplement battery range to transform an OEM platform
into a range-extended electric vehicle (“REEV”). Both solutions aim to support our customers’ pursuit of sustainability and
financial goals by reducing GHG emissions and operating costs while utilizing existing fueling infrastructure. We plan to begin
commercialization of the Hypertruck ERX system in late 2023 and our first application will be deployed on a Class 8 Peterbilt
579 sleeper semi-truck.

The Hypertruck ERX system leverages the experience and operating data from our Hybrid system to offer a solution to replace
the traditional diesel or CNG powertrain installed in new vehicles. Its onboard CNG generator functions as an electric range-
extender, addressing the market need of having a fully electric drive truck that can travel long distance between refuels without
relying on a broadly-distributed and reliable electric recharging network, as battery electric vehicles (“BEVs”) do. The systems
batteries are recharged by the onboard CNG generator, which when fueled by renewable natural gas (“RNG”), can offer
commercial vehicle owners a net-carbon-negative-capable electrified powertrain option.

We believe CNG/RNG is the appropriate fuel source today, as it is cleaner and less expensive than diesel and broadly available.
Over time, other fuels are expected to become available in the future to reduce emissions, including hydrogen. Therefore, we
have showcased a multistage roadmap that starts with utilizing a CNG/RNG generator and evolves into offering hydrogen-
based solutions as well. The control software driving the Hypertruck system is designed to be easily adaptable to different fuel
and generator types in accordance with customer and regulatory requirements, thereby reducing future capital investment and
time to market.

For long-haul trucking, an electric powertrain with a CNG-fueled range extender generator is preferable today to a pure BEV
due to both the comparable cost of fuels and existing availability of CNG fueling infrastructure compared to electric battery
charging infrastructure. Class 8 semi-trucks can currently be refueled with CNG through an existing, geographically diverse,
public and truck-accessible network of natural gas refueling stations established across North America. Globally, RNG, CNG
and liquified natural gas (“LNG”) are also used widely used for land-based transport and trucking. We therefore believe there is
a greater opportunity for more rapid adoption of our electrified powertrain solutions across the U.S., Europe, and other
countries compared to pure electric solutions, because of the extended range available between refueling events and due to the
greater availability of refueling infrastructure compared to other electrified solutions.

In September 2022 we acquired assets including new hydrogen and fuel-agnostic-capable generator technology from General
Electric Company's GE Additive business. The KARNO generator emerged out of GE’s long-running R&D investments in
metal additive manufacturing across multiple industries and in areas such as generator thermal and performance design. Initial
testing indicates the KARNO generator is expected to comply with emissions standards of the California Air Resources Board
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(“CARB”) and the U.S. Environment Protection Agency (“EPA”), even when utilizing conventional fuels. The technology is
also expected to achieve a meaningful efficiency improvement over today’s conventional internal combustion engine (“ICE”)
generators and could be more efficient than most available fuel cells. We expect these efficiency improvements to in turn
enable fuel cost reductions and improved vehicle range while reducing operating costs. The technology should also provide for
significant reductions in noise, vibration, moving parts and maintenance compared to conventional ICE generators. The
KARNO generator is expected to be capable of operating with over 20 different fuel types including hydrogen, natural gas,
propane, ammonia and conventional fossil fuels. The technology uses heat to drive a sealed linear generator to produce
electricity. The heat is produced by reacting fuels through flameless oxidation or by other heat sources including renewables.

We plan to initially release the Hypertruck ERX system, followed by a variant utilizing the fuel-agnostic Hyliion KARNO
(“KARNO”) generator technology (“Hypertruck KARNO”), and a variant equipped with a hydrogen fuel cell generator
(“Hypertruck Fuel Cell”).

Market Opportunity

Our solutions currently address Class 8 vehicles, with an intent to begin deployments in North America, and then potentially
expanding to global markets outside of North America. Based on ACT Research’s estimates, the North American Class 8 truck
market is expected to average almost 300,000 new units per year between 2023 and 2027. During that time, we expect the
regulatory environment to further disincentivize the production and purchase of diesel-powered Class 8 vehicles. Increased
costs for diesel-powered Class 8 vehicles along with the fuel to operate them is expected to make electrified alternatives like the
Hypertruck ERX system more favorable on a relative total cost of ownership (“TCO”) basis. Similarly, we expect fleets to
continue to be influenced by customer and other stakeholder demands to reduce emissions from their transportation operations,
thus providing an additional catalyst to transition to low-emission vehicles in the Class 8 space. We view existing plug-in
commercial BEVs and commercial fuel cell electric vehicles (“FCEVs”) as unlikely to fulfill the fleet demand created by these
factors in the near term, due to their range limitations and dependence on costly and scarce fueling infrastructure.

Current and anticipated regulations at the state and federal level are also expected to create greater demand for cleaner
commercial vehicles, including zero emission vehicles (“ZEVs”) like BEVs and FCEVs and near-zero emission vehicles
(“NZEVs”) like the Hypertruck ERX system. For example, CARB has adopted an Advanced Clean Trucks (“ACT”) rule that
requires heavy-duty vehicle manufacturers to produce and sell in California a certain number of zero-emission vehicles. In
addition to California, a growing number of other states follow CARB's regulatory framework and are also adopting ACT. If
heavy-duty vehicle manufacturers do not meet the applicable requirements, they will be deemed unable to sell the rest of their
portfolio in that state, creating a significant incentive to deploy ZEV and NZEV vehicles that meet the needs of fleet customers.
CARB is also considering a fleet-facing zero-emission vehicle mandate called Advanced Clean Fleet (“ACF”), which acts in a
similar manner to ACT by requiring truck operators to add an increasing percentage of ZEV and NZEV vehicles to their fleets
over time. The Hypertruck ERX system provides OEMs 75% credit towards satisfaction of the ACT rule compared to a pure
BEV or FCEV. It is also expected under a draft of the CARB ACF regulation that the Hypertruck ERX system will receive
100% credit to fleets towards meeting the fleet purchase obligation.

While the Hypertruck ERX system will initially be deployed on the Class 8 Peterbilt 579 sleeper cab, there is an opportunity to
develop and deploy additional applications of the Hypertruck ERX system, including on additional Peterbilt variants, with other
OEMs that sell comparable models, and in different Class 8 vehicle types, like refuse vehicles. Additional opportunities for the
Hypertruck ERX system also exist in applications that require a high-voltage electric power take-off capability, such as electric
reefer trailers and special vocational vehicles that are transitioning from hydraulic to high-voltage accessories.

We expect to launch the Hypertruck KARNO powertrain system approximately a few years after the Hypertruck ERX system
due to the extensive testing and certification work expected to be required to commercialize a new vehicle generator. The
KARNO generator technology is expected to improve the efficiency of the generator system, while further reducing emissions,
noise and vibration as well as improve engine maintenance by virtue of having significantly fewer moving parts versus a
traditional CNG or diesel ICE as a power source. As hydrogen fuel becomes more widely available and adopted for Class 8
vehicles, the Hypertruck KARNO powertrain, by virtue of its fuel-agnostic KARNO generator design, will be capable of
utilizing hydrogen as its fuel source, as well as over twenty other fuel types.

The KARNO generator technology is also expected to be adaptable for stationary power generation applications, such as for
electricity generation for onsite electric vehicle (“EV”) charging, select commercial and industrial generation applications, and
other market opportunities currently served by the electric grid or other standalone power sources.

Our Technology and Solutions

Our electrified powertrain systems utilize Hyliion-designed control software and data analytics technology to control physically
integrated battery systems, electric motors and power electronics. These electrified powertrain platforms can be used to either
augment, as in the case of our Hybrid system, or fully replace, as in the case of our Hypertruck platform, conventional
powertrains in Class 8 semi-trucks and improve their operational performance. Our solutions are designed to be compatible
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with most major Class 8 semi-truck manufacturers and are highly flexible in their digital and physical design, allowing them to
be installed on, or adapted to, a variety of vehicles and fuel sources as market and regulatory opportunities allow. This
platform-focused strategy reduces capital investment over time and aims to allow for faster time to market for Hyliion
powertrain products.

Hybrid Powertrain System

Our Hybrid system can be installed on most major Class 8 semi-trucks to reduce fuel usage in the case of diesel applications
and improve performance in the case of CNG applications. Our Hybrid system is comprised of a Hyliion battery system and an
associated software management solution, a control module running our software and data analytics, high and low voltage
power distribution and a thermal management system. The battery system and controllers can be attached to the frame rail of
most major Class 8 semi-trucks, providing potential cost savings in the case of diesel and simplifying installation, and
incorporating a custom e-axle solution with associated cooling box to reduce weight and improve system efficiencies. The
system is charged by regenerative braking and downhill deceleration and discharged to provide additional horsepower and
torque when called upon by our control software, thereby reducing engine load to reduce fuel usage and related GHG emissions
or applying additional power to improve vehicle performance. Our Hybrid system’s battery power can also be utilized as an
auxiliary power unit (“APU”) to supply electricity for in-cab devices and air conditioning to reduce or eliminate idling when the
driver is “hoteling” in the truck. Based on internal and third-party testing and customer-reported experiences, we believe the
benefits of utilizing our Hybrid system compared to conventional diesel or CNG commercial vehicles will reduce fuel usage,
emissions, idling and improve performance.

We believe that reduced operating costs, improved driver satisfaction and increased marketability are key decision factors for
many fleets in adopting our Hybrid system. Our Hybrid system can also help fleets transition from diesel to natural gas engines
as a result of the increased performance the system provides, and because of the cost savings opportunity natural gas provides
over diesel. The Hybrid system draws upon the real-world feedback we have received from customers and millions of miles
logged by trucks equipped with the Hybrid system.

Hypertruck ERX System

Our Hypertruck ERX system is an electric CNG range extender powertrain that is being designed for integration on most major
Class 8 semi-trucks to create a net-carbon-negative-capable REEV, when fueled by RNG. Our Hypertruck ERX system builds
upon technical knowledge gained from our Hybrid system. It consists of a battery system, an associated software management
and data analytics solution, a range extending electric generator powered by natural gas, an electric-traction drive system, and
our Hyliion CoPilot in-cab driver display. The system works by pairing the fully electric powertrain with a battery system that
is recharged by the onboard generator and regenerative braking that produces electricity. This system fully replaces the
traditional powertrain in Class 8 semi-trucks. The first iteration of Hypertruck ERX system utilizes a battery system capable of
operating up to 75 miles on battery-only power depending on factors including driver behavior, which qualifies it for % of a
ZEV credit under CARB’s ACT regulation.

Our Hypertruck ERX system combines the performance of fully electric powertrains with the refueling efficiency of
conventionally-fueled vehicles. We estimate that it may be less expensive to run our onboard generator to produce electricity
than recharging a BEV from the grid, depending on the cost of natural gas and electricity in different markets. Today’s market
price for CNG and RNG is more stable than diesel, and natural gas often costs much less than diesel on an equivalent-gallon
basis. By using onboard electricity generation rather than a large battery pack, our Hypertruck ERX system provides an
extended range of operation compared to commercial BEVs.

We believe the benefits of our Hypertruck ERX system compared to competing technologies may include:
* apowertrain system as opposed to a complete vehicle redesign;
* alower TCO due to favorable CNG/RNG pricing;
» government credits and incentives;
» the potential for net carbon negative operation when fueled with RNG;
» the ability to utilize existing natural gas fueling infrastructure;
»  zero tailpipe emissions drive-capability;
* improved operating experience for the driver;
» vehicle range exceeding current competing electrified technologies;
» refueling times similar to diesel trucks; and/or

» data generation and connectivity for next-generation fleet management.
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By providing up to 75 miles of all-electric range, the Hypertruck ERX system provides the capability of reducing GHG,
pollutants, and noise emissions in communities surrounding trucking infrastructure, like warehouses, ports, rail yards,
maintenance facilities and fueling infrastructure.

Depending on the source of natural gas used in its CNG generator, the Hypertruck ERX system can deliver significantly lower
emissions than a conventional diesel-powered Class 8 semi-truck. Its electric traction drive provides up to 670 horsepower, in a
smooth and seamless delivery, while simultaneously reducing overall noise and vibration levels. The electric motors in the
Hypertruck ERX system provide instantanecous torque, with fewer gears and smoother operation than a conventional
transmission. These factors combine to dramatically improve the driving experience for the operator, which should help with
driver satisfaction and retention.

Hypertruck ERX System Rollout Timeline

In November 2021, we began our Hypertruck ERX system pre-production roadshow, which offered fleet owners and shippers
firsthand demonstration of the features and benefits of our electric powertrain system. The roadshow continued throughout
2022 and included “Ride and Drive” events, which provide in-depth product education sessions on how our system operates
and enables fleets to decarbonize while reducing total cost of ownership.

Throughout 2022 we made significant progress furthering development and testing of the Hypertruck ERX system and hit
several important development milestones on a roadmap that we first laid out in late 2021. We completed assembly of the first
verification vehicles early in the year. These vehicles are considerably more advanced than earlier prototypes and were used to
begin on-road testing of the latest design along with Ride and Drive events and controlled fleet trials with customers. By the
end of 2022, we had completed assembly of verification vehicles and released the design for the 3™ generation Hypertruck ERX
system. Another milestone achieved was the successful completion of summer testing. We took four vehicles to Davis Dam in
Arizona where they were subjected to rigorous operation, hauling heavy loads up steep grades in temperatures of up to 110
degrees Fahrenheit.

We also deployed verification vehicles into controlled fleet trial operations with customers where the trucks were used in
standard freight hauling operations. Fleet trials provide the opportunity for Hyliion engineers and technicians to closely monitor
vehicle operations and to obtain feedback from drivers on how well the powertrain functions. Late in 2022, we began subjecting
verification vehicles to winter testing where we observe system operation in extremely cold conditions to validate component
operability, including battery function. Additional winter testing sessions will continue through the early part of 2023. Fleet
trials will also continue with additional customers and eventually be advanced to a level where the customer takes over daily
operation of the trucks without Hyliion engineering technician support, reflecting real-world fleet usage expectations. Through
all our testing and trial activities we expect to accumulate up to one million miles of operation prior to reaching the production
stage.

Commercialization of the Hypertruck ERX system in 2023 is dependent upon receiving certain vehicle certifications by federal
and state regulators. Specifically, CARB requires demonstration that our powertrain and vehicle comply with emissions
standards for pollutants and particulate matter and that our on-board diagnostics technology operates reliably and in a manner to
detect and diagnose malfunctions with the engine and emissions control systems and to alert the driver to the underlying
condition so it can be remedied. Similarly, EPA certification is also required as is approval from the National Highway Traffic
Safety Administration for the overall safe operation of the truck and powertrain. See Government Regulations section for
additional details.

There have been ongoing parts shortages in the transportation industry supply chain including semiconductors and other key
components. These supply chain challenges have been especially prominent in the trucking industry, and one of the impacts has
been significantly extended lead times for ordering new trucks. Fleets are experiencing lead times on new truck purchases that
extend delivery out into 2023. We are securing build slots with Peterbilt for all chassis needed for the 2023 calendar year to
mitigate future potential supply chain impacts to our Hypertruck ERX system development schedule. We continue to work
closely with our current supply base to improve delivery of components for the quarters ahead and are diligently seeking
alternative sources of supply for components that meet our technical specifications with shorter lead times.

CNG and RNG as a Fuel

Our Hypertruck ERX system will leverage an existing cross-country CNG fueling network. In the continental United States,
there are approximately 700 public and 400 private CNG fueling stations in operation for Class 8 semi-trucks. These stations
are geographically dispersed enabling nation-wide fleet operations without a significant infrastructure buildout. Furthermore,
our Hypertruck ERX system can be refueled using a “fast-fill” method which is comparable to diesel truck refueling time.
Internationally, CNG infrastructure is even more prevalent due to government mandates requiring reduced carbon emissions
from transportation. Additionally, we believe that the necessary heavy-duty infrastructure exists that would support near-term
adoption of our Hypertruck ERX system. The ability to utilize existing CNG fueling infrastructure eliminates an important
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barrier to Hypertruck ERX system adoption, in contrast to Class 8 BEVs and FCEVs, which currently lack the electric charging
and hydrogen fueling infrastructure needed for widespread adoption of those technologies.

Use of RNG is much cleaner for the environment than most other fuel sources. It is generated by capturing methane from
landfills, livestock operations such as dairies, wastewater treatment and other sources or through anaerobic digestion and
processing of food and animal waste streams. Depending on the source, RNG can have a significantly negative carbon intensity
score as these methane sources would otherwise be emitted as pollution into the atmosphere. RNG is injected into existing
natural gas pipelines and the delivery to fleets is enabled through credits. Use of RNG to fuel the Hypertruck ERX system can
enable our customers to achieve a net carbon negative emissions profile for their transportation operations, depending on the
region of operation.

RNG is widely available today through all 700 existing natural gas stations and new sources are in development.
Approximately 64% of natural gas sold at fueling stations in 2021 was credited towards RNG projects with usage growing
134% over the five years ending 2021, according to the Coalition for Renewable Natural Gas. Also in 2021, 250 RNG
production facilities were in operation, 112 were under construction and another 125 were in project development.

Generator and Fuel Agnostic

Although our initial Hypertruck platform application, the Hypertruck ERX system, will be powered by a CNG fueled generator,
it is designed to flexibly accommodate different generator and fuel system types in future applications. In addition to a natural
gas ICE, other potential generator options include the Hyliion KARNO generator and hydrogen fuel cells. Any available
electricity source can be used to recharge the battery of the electric powertrain system, although control systems and software
may need to be modified to adapt to different generators, fuels, and electrical power sources. Our objective is to enable
Hypertruck customers to choose their preferred charging system and fuel source based on different priorities, including fuel cost
and availability and emissions objectives. By designing our system in this manner, we expect to be able to quickly adapt to
changing technologies, emissions goals, fuel sources, regulatory requirements, and customer preferences without needing to
redesign the underlying Hypertruck powertrain platform.

Software, Data Analytics and Computing

Hyliion's proprietary software and control systems are the foundation of the Hypertruck platform, linking the generator source,
battery and battery systems, electric drive motors and driver interface into a seamless electric powertrain that is customizable,
adaptable, and configurable. Beginning with the Hybrid system, Hyliion gained critical knowledge and experience in
developing control software, powertrain algorithms, systems management capabilities, and cloud integration, which fed into the
design of the Hypertruck platform.

Our software and algorithms seek to optimize the fuel economy and performance of our powertrain system by controlling
efficient generator operation points and the charging and discharging of the battery system to power the electric motor and
electronics. Our software and control algorithms can be remotely updated over the air to enable our customers to benefit from
the latest features and functionalities, minimizing unnecessary downtime. This cloud-connected capability also provides the
data sources for future features, without fundamentally changing the hardware of the system, which could otherwise require
large amounts of capital and resources. As demonstrated with the Hybrid system, Hyliion has developed different applications
that solve different customer problems. Beyond adjusting for different applications on the same vehicle platform type, we
expect this software design philosophy to also ease the Hypertruck platform’s transition to entirely different vehicle platform

types.

We have the potential to develop value-added software services based on the insights gathered on our vehicles. This includes
cloud-accessed insights into powertrain performance, maintenance, and other logistics and fleet management services. It also
allows for fleet-level customization of powertrain features and performance, without physically touching the vehicle or
changing its hardware.

A critical component of our system is the Hyliion CoPilot, which runs on our in-cab display and provides real-time vehicle
performance, status metrics, and driving feedback to the vehicle operator. We have also developed proprietary in-vehicle
computing capabilities, in the form of the Hyliion Control Unit (“HCU”) and Hyliion Drive Processor (“HDP”). These two
units form the core of the Hypertruck computing platform, and are easily adapted to future product iterations and platforms.

Challenges with Other Solutions

With a global focus on reducing the environmental impact of commercial transportation, several companies have begun
developing solutions to lower GHG emissions from commercial vehicles, including plug-in commercial BEVs and commercial
FCEVs. However, neither of these solutions have been delivered in volume for the high mileage regional and long-haul Class 8
semi-truck markets. While we do see market opportunities for these solutions, we believe they will face unique challenges
achieving widespread adoption in the near term, which may include:

* limited availability of such commercial vehicles or solutions;
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* ahigher TCO relative to currently-available diesel or CNG commercial vehicles;
» limited availability and capacity of electric charging and hydrogen fueling infrastructure;

* higher lifecycle GHG emissions from the fuel sources used to generate electricity needed to recharge batteries or
produce hydrogen and the emissions associated with the production of the battery cells;

» the need or choice to completely redesign the commercial vehicle to implement the solution;
* limited range on a single charge or fueling;
»  longer recharging or refueling times compared to diesel and natural gas-fueled vehicles;

* the need to change customers’ existing fleet operations to accommodate new truck technologies, including
procurement, dispatch, maintenance, repair, and driver training; and

»  performance challenges in cold weather.
Strategy

Our mission is to be the leading provider of electrified solutions for the commercial vehicle industry. Our value proposition to
our customers includes reducing GHG emissions, operating cost savings, improved truck performance, and the ability to utilize
existing infrastructure for fueling. We anticipate that our capital resources and efforts in the near future will continue to focus
on the development and commercialization of our drivetrain solutions.

Maintaining Technology Leadership and First-Mover Advantage

Our Hybrid system is currently being sold, and we are one of the first to the market with an electric powertrain solution for
long-haul Class 8 semi-trucks. The software and the algorithms driving our Hybrid system have been utilized in millions of
real-world road miles and experience with the Hybrid product is being used to drive continuous improvements in the system
management software and our overall knowledge of electric drivetrain operations. We expect to capture market share for low
and zero-emission commercial vehicles by being one of the first to market with a carbon-negative-capability powertrain and by
offering a range-extending power generator to help bridge the industry from fossil-fuel-powered trucks to full electric vehicles
over time.

We believe that decarbonizing long-distance Class 8 trucking through electrification will be a process that occurs over time as
reliable sources of clean, renewable electricity are developed along with the transmission and distribution networks that support
a widely available and fast electric vehicle charging network. In the same manner, the use of hydrogen as a transportation fuel
will depend upon the development of new sources of supply that don’t themselves contribute to GHG emissions and a fueling
and distribution network that does not exist today. Therefore, we believe that an electric range-extender powertrain system,
such as the Hypertruck ERX system, will be needed as a transition technology to reduce GHG, nitrogen oxides and particulate
matter emissions, while offering all-electric range, improved operating performance and TCO savings. By launching the
Hypertruck ERX system, followed by the Hypertruck KARNO system, and a Hypertruck fuel cell truck, we will help drive an
industry transition to clean transportation in a manner that is most likely to be successful.

Focusing on Powertrains

Our electrified powertrain solutions are designed to be installed on most Class 8 semi-trucks. By focusing on the powertrain and
its associated components, rather than the full vehicle, we obtain advantages as a new entrant in the Class 8 truck market. First,
our innovative efforts focus on the vehicle components that drive the greatest improvement in economic and environmental
benefits towards decarbonizing transportation. Second, our approach allows us to remain capital-light and use our resources
more efficiently to develop software and engineered solutions to powertrain development, while leaving most component
production and major vehicle design and assembly work with existing suppliers and truck OEMs.

Leveraging Existing Infrastructure

Our customers will be able to utilize an existing network of approximately 700 CNG fueling stations across the United States,
which will help accelerate adoption of our Hypertruck ERX system. Utilizing CNG allows for electrified Class 8 semi-truck
solutions like the Hypertruck ERX system to grow without substantial new infrastructure. This is in contrast with BEV trucks,
where broader availability of electric charging stations will require significant investment and long lead times, driven in part by
the uncertain availability and cost of electric power as charging demand for passenger vehicles and electric trucks grows. By
utilizing existing commercial natural gas fueling infrastructure, we believe our customers can achieve low GHG emissions,
when utilizing CNG, or carbon-negative status, when utilizing RNG. While hydrogen sources and refueling stations are also in
development, there are few options available today for local, regional or long-haul truck transportation. Therefore, it is likely
that significant additional investment and time will be required before hydrogen is a feasible fuel source for Class 8 trucks.
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Continuing to Build and Leverage Strategic Relationships

We have and intend to continue developing partnerships with suppliers, truck OEMs, fuel and maintenance service providers,
truck upfitting operators, engineering firms, consultants and others to accelerate the development and production of our
solutions. These partners augment our internal resources and we intend to leverage their capabilities and infrastructure to bring
our solutions to market more quickly and to meet industry standards without requiring us to invest additional capital to
internalize functions or services that are more easily outsourced. We are planning to develop agreements with one or more
maintenance service providers and fueling partners to ensure that our powertrain systems are fully supported in the field once
commercial production begins and so our customers have access to CNG/RNG and attractive prices in the marketplace.

Customer Demand

We began selling the Hybrid system in the fourth quarter of 2021. Throughout 2022, we delivered Hybrid systems to fleets
across the country, utilizing vehicle platforms from multiple OEMs. Despite these successes, we were unable to fulfill all
Hybrid system orders that we obtained from customers due to ongoing supply chain disruptions and the limited ability of our
customers to incur the downtime with their existing truck fleets to complete the Hybrid system installation. Delivery of Hybrid
systems in 2023 is expected to continue on a pace consistent with the rate of deliveries in 2022. Commercialization of the
Hypertruck ERX system late in 2023 is expected to divert customer interest from our Hybrid product to the Hypertruck ERX
system. In addition, we continually assess the potential demand impact for the Hybrid system offering in light of recent changes
within the competitive landscape.

In 2021, we announced our Hypertruck Innovation Council, which consists of some of the largest fleets in the industry, who
have assisted us with the development of the Hypertruck ERX system and will have been among the first to experience the
performance of the system through our “Ride and Drive” events. These events and fleet trials delivered positive feedback from
customers’ drivers, and generated further interest in the Hypertruck ERX system.

In 2022 we secured deposit-backed orders from eleven fleet customers for our first 210 production slots for the Hypertruck
ERX system. These trucks are all expected to be delivered to customers by the end of the first quarter of 2024 and will be
deployed in what we are calling our Founders Program. The Founders Program will feature white-glove service and support
from a launch facility in the Dallas area. Recognizing that the Hypertruck ERX system is a new product, we plan to ensure that
it is well supported through drivetrain warranty protection and the ability to quickly resolve hardware and software problems or
address operator questions and issues as they arise.

We will use the launch facility as a location to centralize our maintenance and service operations and to train electric drive train
technicians, both our own and those of our service partners. We also expect to offer fueling support to make it convenient for
fleets to fill up on renewable natural gas. The fleet support capabilities being offered by the Founders Program will be
beneficial as we look to grow our order book with new customers and support a larger number of our systems on the road.

We expect that the steps we are taking to complete development, testing and certification of the Hypertruck ERX system, along
with additional customer fleet trials and a successful commercialization and launch of the Founders Program, will be an
inflection point for additional orders. As these milestones are achieved, we will continue to grow our order backlog for delivery
of trucks with Hypertruck ERX system in 2024 and beyond.

Production, Assembly and Installation

Our long-term strategy is to be a powertrain company, and we expect to sell our solutions directly to truck OEMs for them to
integrate into their production lines. However, as we launch production we plan to source incomplete chassis from the OEM
and then utilize our facility in Austin, Texas and/or modification and upfitting centers that are close to OEM factories to install
our Hypertruck ERX system. Initial incomplete chassis will include the natural gas engine but not certain components like the
transmission, driveshaft and diesel fuel tanks. We intend to primarily outsource the production, assembly and installation of our
electrified powertrain systems to assembly partners as we reach a greater level of production volume, while maintaining in-
house research, development and prototyping capabilities, including low-volume assembly and installation.

The initial production version of the Hypertruck ERX system will utilize a Peterbilt 579 truck in sleeper configuration. Over
time, we expect to utilize additional OEM platforms in different configurations.

Sales and Marketing

We currently market and sell our electrified powertrain solutions domestically through a direct sales organization and with
certain partners to Class 8 semi-truck fleet owners and operators. We also expect to market and sell our electrified powertrain
solutions internationally at some point in the future. We use digital marketing strategies to build awareness for the Hyliion
brand, the in-market Hybrid offering and the development journey of the Hypertruck ERX system. Events and in-person
activations, particularly those that allow prospective customers to physically interact with our products, often lead to positive
results in an industry that is relationship-based and focused on “trying before they buy.”



Table of Contents

The Inflation Reduction Act of 2022 was signed into law in August 2022, under which the Hypertruck ERX system will qualify
fleets to receive a 30% tax credit up to $40,000 per vehicle adopted. We expect this to drive further interest in and demand for
the Hypertruck ERX system and other products.

Research and Development

Our research and development activities primarily take place at our headquarters in Cedar Park, Texas, our facility in West
Chester, Ohio, on our testing and demonstration vehicles on roads and highways, and at our partners’ facilities. Our research
and development is primarily focused on:

» eclectrified powertrain development and system integration;

»  control software and algorithms for our powertrain systems;

*  next generation packaging and cooling for our battery systems;

* interoperability with third-party powertrain components, such as e-motors, inverters and axles;

* component integration;

* development of the KARNO generator including testing and validation;

» integration of the KARNO generator technology into the Hypertruck system;

» accelerated lifetime testing processes to improve reliability, maintainability and system-level robustness;
» data analytics; and

» alternative products for existing and in-development components and technology.

The majority of our current activities are focused on the research and development of our electrified powertrain systems, third-
party component integration and the underlying proprietary battery and software technology platforms. We undertake
significant testing and validation of our products and components to ensure that they will meet the demands of our customers.

Intellectual Property

Intellectual property is important to our business, and we seek protection for our strategic intellectual property. We rely upon a
combination of patents, copyrights, trade secrets, know-how and trademarks, along with employee and third-party non-
disclosure agreements and other contractual restrictions to establish and protect our intellectual property rights.

As of December 31, 2022, we had 47 issued U.S. patents and 51 pending U.S. patent applications. We pursue the registration of
our domain names, trademarks and service marks in the United States and in some locations abroad. In an effort to protect our
brand, as of December 31, 2022, we had three registered and seven pending trademarks in the United States and 39 registered
and 11 pending trademarks internationally.

We regularly review our development efforts to assess the existence and patentability of new intellectual property. To that end,
we are prepared to file additional patent applications as we consider appropriate under the circumstances relating to the new
technologies that we develop.

We cannot be sure that patents will be granted with respect to any of our pending patent applications or with respect to any
patent applications we may own or license in the future, nor can we be sure that any of our existing patents or any patents we
may own or license in the future will be useful in protecting our technology.

Human Capital

As of December 31, 2022, we had approximately 250 full-time employees all located within the United States. We have not
experienced any work stoppages and we consider our relationship with our employees to be good. None of our employees are
subject to a collective bargaining agreement or are represented by a labor union. Our people are integral to our business, and we
are highly dependent on our ability to attract, engage, develop and retain key employees while hiring qualified management,
technical, and vehicle engineering personnel. We seek to provide our employees with competitive compensation and benefits,
including grants of equity under our equity incentive plans, access to 401(k) plans and medical, life and disability insurance. In
addition, we provide several supplemental health plans of our employees’ choosing. We welcome the diversity of all team
members and encourage the integration of their unique skills, thoughts, experiences and identities. By fostering an inclusive
culture, we enable every member of the workforce to leverage their unique talents and deliver high-performance standards to
drive innovation and success. Our production, research and development employees mainly work in our Austin headquarters
and other facilities, which have implemented practices including company-wide policies to ensure the safety of each employee
and compliance with Occupational Safety and Health Administration standards. We have developed a flexible work policy that
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allows certain employees to work from home. While we are currently still a small company in terms of headcount, we have
plans to grow, and expect that our practices and programs with respect to human capital management will grow as we do.

Government Regulations

We operate in an industry that is subject to extensive environmental regulation, which has become more stringent over time.
The laws and regulations to which we are subject govern, among others:

*  water use;

*  air emissions;

* use of recycled materials;

*  energy sources;

» the storage, handling, treatment, transportation and disposal of hazardous materials;
» the protection of the environment;

» natural resources and endangered species; and

» the remediation of environmental contamination.

We may be required to obtain and comply with the terms and conditions of multiple environmental permits, many of which are
difficult and costly to obtain and could be subject to legal challenges. Compliance with such laws and regulations at an
international, regional, national, provincial and local level is an important aspect of our ability to continue operations.

Environmental standards applicable to us are established by the laws and regulations of the countries in which we operate, and
our product are sold, and standards adopted by regulatory agencies and the permits and licenses that we hold. Each of these
sources is subject to periodic modifications and increasingly stringent requirements. Violations of these laws, regulations, or
permits and licenses may result in substantial civil and criminal fines, penalties, orders to cease the violating operations, or to
conduct or pay for corrective works. In some instances, violations may also result in the suspension or revocation of permits
and licenses.

EPA and CARB Emissions Compliance and Certification

Under the U.S. Clean Air Act, some of our electrified powertrain solutions may be required to obtain a Certificate of
Conformity issued by the EPA and a series of California Executive Orders issued by CARB, demonstrating that our powertrains
and vehicles comply with requirements including as applicable, emission standards for both criteria pollutants, such as nitrogen
oxides (“NOx”) and particulate matter (“PM”), and GHGs, such as carbon dioxide (“CO2”) and nitrous oxide (“N207). A
Certificate of Conformity is required for vehicles sold in all states and Executive Orders are required for vehicles sold in
California and states that have adopted the California standards. There are currently six states that have adopted the California
standard for heavy-duty vehicles, five states are pursuing adoption of some or all of the CARB standards through a formal
rulemaking process and an additional six states are considering adoption of some or all of the CARB standards.

CARB has adopted an ACT rule that requires heavy-duty vehicle manufacturers to produce and sell in California a certain
number of zero-emission vehicles. In addition to California, a growing number of other states follow the CARB regulatory
framework and are also adopting ACT. If the heavy-duty vehicle manufacturers do not meet the applicable requirements, they
will be deemed unable to sell the rest of their portfolio in that state, creating a significant incentive to deploy ZEV and NZEV
vehicles that meet the need of fleet customers. CARB is also considering a fleet-facing zero-emission vehicle mandate (ACF),
which acts in a similar manner to ACT by requiring truck operators to add an increasing percentage of ZEV and NZEV vehicles
to their fleets over time. All vehicles and engines manufactured for sale in the United States must be covered by an EPA
Certificate of Conformity (and respective CARB Executive Orders if sold in California), including engines and vehicles using
zero-emission or low-carbon technology. As is necessary, an EPA Certificate of Conformity and/or CARB Executive Order,
covering both criteria pollutants and GHG, must be obtained each model year for each engine family and heavy-duty vehicle.

Manufacturers of heavy-duty engines and vehicles also must ensure that their products comply with On Board Diagnostics
(“OBD”) requirements. The OBD system is intended to identify and diagnose malfunctions within the engine, aftertreatment
and emission control systems and alert the driver to the underlying issue so the vehicle can be brought in for service. CARB
issues approval of the OBD system as part of its issuance of an Executive Order; the EPA typically deems CARB OBD
approval to be compliant with the EPA’s requirements. As with emissions compliance, manufacturers are required to ensure
that the OBD system functions as designed and is able to identify component malfunctions throughout the full useful life of the
vehicle or engine.

We are currently in the process of obtaining the certifications required from both CARB and the EPA to confirm conformity
with applicable regulations. This effort includes demonstrating that our system complies with emissions standards for criteria
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pollutants and that our OBD systems are capable of detecting deviations from these standards throughout their operating life.
We expect to obtain needed certifications prior to the start of Hypertruck ERX commercialization in the second half of 2023.

Inflation Reduction Act

The Inflation Reduction Act in the U.S. became law in August 2022. Trucks with the Hypertruck ERX system are eligible
under the Inflation Reduction Act for a 30% tax credit of up to $40,000 per vehicle. On December 29, 2022 the United States
Treasury Department and the Internal Revenue Service (“IRS”) released guidance relating to the electric vehicle tax credit
provisions of the Inflation Reduction Act of 2022 including guidance on the commercial clean vehicle tax credit (section
“45W?) for businesses. Businesses and tax-exempt organizations that buy a qualified commercial clean vehicle may qualify for
a clean vehicle tax credit of up to $40,000 under Internal Revenue Code 45W. The credit equals the lesser of:

*  15% of the basis in the vehicle (30% if the vehicle is not powered by gas or diesel);
»  The incremental cost of the vehicle; or

*  The maximum credit is $7,500 for qualified vehicles with gross vehicle weight ratings (“GVWR”s) of under 14,000
pounds and $40,000 for all other vehicles.

There is no limit on the number of credits businesses can claim.
ZEV Credits and Other

In California, the Advanced Clean Truck Rule was passed in June of 2020 and placed a requirement on heavy duty truck
manufactures to produce and sell zero emission vehicles as a percentage of their total sales, beginning in 2024. The sales
requirements gradually increase every year until 2035. The basic structure is that manufacturers will accumulate deficits when
they sell conventionally fuel vehicles. These deficits can be offset by the accumulation of credits which are earned as ZEVs and
NZEVs are sold. NZEVs generate credits based on their minimum all-electric range (“AER”). The credits are calculated by
multiplying the AER by 0.01. As an example, if a customer is to purchase an electric vehicle with an AER of 35 miles, the sale
would produce 35% of a credit. NZEV credits cannot exceed 75%.

The California Air Resource Board is currently reviewing a draft rulemaking called the Advanced Clean Fleet Rule that is
expected to be released in 2023. The Advanced Clean Fleet Rule is a medium and heavy-duty zero-emission fleet regulation
with the goal of achieving a zero-emission truck and bus California fleet by 2045. The primary goal of the ACF regulation is to
accelerate the market for zero-emission trucks, vans, and buses by requiring fleets that are well suited for electrification, to
transition to ZEVs where feasible.

GHG Credits — U.S. EPA

The EPA’s GHG Regulation requires all manufacturers of heavy-duty engines and vehicles to comply with fleet average GHG
standards. Manufacturers may comply with the standards by producing engines or vehicles, all of which comply with the
standards, or by averaging, banking and trading GHG credits within vehicle or engine categories. Manufacturers may also
comply with GHG standards by purchasing credits from manufacturers with a surplus of credits. The failure to comply with
GHG standards can lead to civil penalties or the voiding of a manufacturer’s EPA Certificate of Conformity. In connection with
the delivery and placement into service of zero-emission and low-emission vehicles, we may earn tradable GHG credits that
under current laws and regulations can be sold to other manufacturers. Under the EPA’s GHG Regulation, plug-in hybrid, all-
electric and fuel cell vehicles can earn a credit multiplier of 3.5, 4.5, and 5.5, respectively, for use in the calculation of GHG
emission credits.

Commercial engine and vehicle manufacturers are required to meet the NOx emission standard for each type of engine or
vehicle produced. Typical diesel engine emission control technology limits the fuel economy and GHG improvements that can
be made while maintaining compliance with the NOx standard. As the fleet-average GHG standards continue to decrease over
time, compliance with the NOx standard will increase the difficulty for conventional diesel vehicles to meet the applicable
GHG standard. Until technology catches up for commercial vehicles, manufacturers of diesel trucks will likely need to purchase
GHG credits to cover their emission deficit. The EPA’s GHG Regulation provides the opportunity for the sale of excess credits
to other manufacturers who apply such credits to comply with these regulatory requirements. Furthermore, the regulation does
not limit the number of GHG credits that can be sold within the same commercial vehicle categories.

GHG Credits — California Air Resources Board

California also has a separate GHG emissions regulatory program, which is very similar to the EPA requirements. Like the
EPA’s GHG Rule, the CARB rule allows for averaging, banking and trading of credits to comply with the fleet-average GHG
standard and the failure to comply with the California GHG standard may lead to the imposition of civil penalties. The delivery
and placement into service of our zero-emission and low-emission vehicles in California may earn us tradable credits that can
be sold. Under CARB GHG regulations, advanced technology vehicles can also earn a credit multiplier of for use in the
calculation of emission credits in the same amounts as under the EPA’s GHG Rule.
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Heavy-Duty Vehicle Safety Requirements

Manufacturers of vehicles that operate on US highways are subject to, and must comply with, various regulations established by
the National Highway Traffic Safety Administration (“NHTSA”). These federal motor vehicle safety standards (“FMVSS”)
cover a wide variety of vehicle equipment and components. Manufacturers of vehicles, including heavy-duty vehicles, must
confirm that their vehicles and vehicle equipment comply with applicable standards or, as appropriate, are exempt from those
standards. Currently, there are several FMVSS that apply to vehicle manufacturers and may be applicable to Hyliion’s Hybrid
and Hypertruck platforms. As may be required, Hyliion is evaluating FMVSS requirements for applicability to Hyliion
products.

Manufacturers of vehicles that operate on US highways must also comply with NHTSA safety reporting requirements
concerning safety involving Hyliion systems concerning various issues including, but not limited to, accidents, warranty claims,
field actions and reports and recalls. As situations may arise, Hyliion will take appropriate actions to comply with these
reporting requirements.

Competition

We have experienced, and expect to continue to experience, intense competition from a number of companies, particularly as
the commercial transportation sector increasingly shifts towards low-emission, zero-emission, or carbon-neutral solutions. We
face competition from many different sources, including major commercial vehicle OEMs and companies that are developing
alternative fuel and electric commercial vehicles. Existing commercial vehicle OEMs such as PACCAR, Navistar, Volvo, Mack
Trucks and Daimler maintain the largest market shares in the sector. Given we primarily develop and sell powertrains that are
designed to be installed into an OEM’s commercial vehicle to augment or replace conventionally fueled powertrains, as
opposed to a complete commercial vehicle, we believe we will primarily compete with other powertrain providers offering new
low-emissions solutions as opposed to commercial vehicle manufacturers. While there are many competitors addressing
electrification of commercial vehicles, many of them are focused on shorter range and lighter-duty vehicles. We are providing
electrified solutions that are addressing both the long-haul and regional transportation sectors. We believe the primary
competitive factors in the long-haul Class 8 semi-truck market include, but are not limited to:

* total cost of ownership;

*  emissions profile;

* availability of charging or fueling network;

e case of integration into existing operations;

*  product performance and uptime;

* vehicle quality, reliability and safety;

e vehicle support, parts and on-road service network;

» technological innovation specifically around battery, software and data analytics; and
* fleet management.

We believe that we compete favorably with our competitors on the basis of these factors; however, most of our current and
potential competitors have greater financial, technical, manufacturing, marketing and other resources than us. Our competitors
may be able to deploy greater resources to the design, development, manufacturing, distribution, promotion, sales, marketing
and support of their alternative fuel and electric truck programs. Additionally, our competitors also have greater name
recognition, longer operating histories, larger sales forces, broader customer and industry relationships and other tangible and
intangible resources than us. These competitors also compete with us in recruiting and retaining qualified research and
development, sales, marketing and management personnel, as well as in acquiring technologies complementary to, or necessary
for, our products. Additional mergers and acquisitions may result in even more resources being concentrated in our competitors.
We cannot provide assurances that our electrified systems will be the first to market. Even if our electrified systems are first to
market, or among the first to market, we cannot be sure that customers will choose vehicles with our electrified systems over
those of our competitors, or over conventional natural gas or diesel-powered vehicles.

Numerous companies, including Cummins, Daimler, Dana, Navistar, PACCAR, Volvo, Tesla, Nikola, Lion Electric, Hyzon
and other commercial vehicle manufacturers have announced their plans to bring Class 8 semi-truck BEVs or FCEVs to the
market. However, we do not believe any of them have showcased a roadmap similar to Hyliion’s, which is based on offering a
range-extender electric vehicle that utilizes various generators with different fuel sources as a product that helps trucking
transition from fossil fuel-powered vehicles to fully electric vehicles over time as technology advances and fueling and
recharging infrastructure becomes more readily available and reliable. Furthermore, we will also face competition from
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manufacturers of more powerful internal combustion engines powered by natural gas and diesel fuel. We expect additional
competitors may enter the market as well, particularly if we are successful with the Hypertruck platform.

Legal Proceedings

From time to time, we may become involved in legal proceedings or be subject to claims arising in the ordinary course of our
business. We are not currently a party to any material legal proceedings. Regardless of outcome, such proceedings or claims can
have an adverse impact on us because of defense and settlement costs, diversion of resources and other factors and there can be
no assurances that favorable outcomes will be obtained.

Available Information

Additional information about Hyliion is available at www.hyliion.com. On the Investor Relations page of the website, the
public may obtain free copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form
8-K and any amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act
of 1934 as soon as reasonably practicable following the time that they are filed with, or furnished to, the Securities and
Exchange Commission (“SEC”). References to our website do not constitute incorporation by reference of the information
contained in such website, and such information is not part of this Form 10-K.

1A. RISK FACTORS

Investing in our securities involves risks. Before you make a decision to buy our securities, in addition to the risks and
uncertainties discussed above under “Cautionary Note Regarding Forward-Looking Statements,” you should carefully
consider the specific risks set forth herein. If any of these risks actually occur, it may materially harm our business, financial
condition, liquidity and results of operations. As a result, the market price of our securities could decline, and you could lose
all or part of your investment. Additionally, the risks and uncertainties described are not the only risks and uncertainties that
we face. Additional risks and uncertainties not presently known to us or that we currently believe to be immaterial may become
material and adversely affect our business.

Risks Related to our Business

We are an early-stage company with a history of losses, and expect to incur significant expenses and continuing losses for
the foreseeable future.

We incurred a net loss of $153.4 million for the year ended December 31, 2022 and have incurred cumulative net operating
losses of $277.3 million during the previous three years ended December 31, 2022. We believe that we will continue to incur
significant operating and net losses each quarter until we are generating positive gross margins from selling our powertrain
systems that exceeds our operating expenses. We do not expect to reach this level of financial performance in 2023, and may
not ever. Even if we are able to successfully develop and sell our electrified powertrain solutions, there can be no assurance that
they will be commercially successful. Our potential profitability is dependent upon the successful development and successful
commercial introduction and acceptance of our electrified powertrain solutions, which may not occur.

We will require significant capital to develop and grow our business, including developing, producing and servicing our
electrified powertrain solutions, our KARNO generator product, and our brand. We expect to incur significant expenses, which
will impact our profitability and available capital, including costs for research and development efforts, component and service
procurement, sales, general and administrative costs, and production, distribution and support of our electrified powertrain
solutions. We also expect to utilize more of our cash to grow working capital as we procure component parts for
commercialization of our Hypertruck ERX powertrain system.

Our ability to become profitable in the future will require us to complete the design and development of electrified powertrain
solutions that meet projected performance criteria. We must also successfully market our electrified powertrain solutions and
services to customers, sell our systems at prices needed to achieve positive gross margins and control operating and production
costs. We may need to sell our products at a loss or discounted prices in the near term in order to win initial customer orders
and gain the confidence of fleet customers. If we are unable to efficiently design, produce, market, sell, distribute and service
our electrified powertrain solutions or generator, our margins, profitability, and long-term prospects will be materially and
adversely affected.

We are in the early stages of developing key commercial relationships with suppliers and customers, and our ability to
predict the outcome of those relationships is limited.

12



Table of Contents

We are in the process of developing relationships to accelerate the development, production and sale of our solutions. We have
deployed Hybrid and Hypertruck ERX system units to certain companies we expect to be customers in the future; however, all
of our commercial relationships are in the early stages of development and we do not have the ability to predict with certainty
the outcome of those relationships. Our suppliers may face delays or be unable to meet our business requirements and standards
at the quantity, quality, timeliness and price levels needed for our business. The entities that we expect to be customers in the
future may decide not to do business with us. Because we are still getting to know our suppliers and customers, these
relationships could result in controversies or even litigation, which could have a material adverse effect on our ability to
continue our plans for strategic growth and ultimately our business results.

We are highly dependent on the services of Thomas Healy, our Chief Executive Officer, and if we are unable to retain Mr.
Healy, attract and retain key employees and hire qualified management, technical and vehicle engineering personnel, our
ability to compete could be harmed.

Our success depends, in part, on our ability to retain our key personnel. We are highly dependent on the services of Thomas
Healy, our Chief Executive Officer and largest stockholder. Mr. Healy is the source of many of the ideas and execution driving
us. If Mr. Healy were to discontinue his service with us due to death, disability or any other reason, we would be significantly
disadvantaged. The unexpected loss of or failure to retain one or more of our key employees could adversely affect our
business.

If we fail to manage our growth effectively, including failing to attract qualified personnel, we may not be able to develop,
produce, market and sell our electrified powertrain solutions successfully.

Any failure to manage our growth effectively could materially and adversely affect our business, prospects, operating results
and financial condition. We intend to expand our operations significantly. We intend to continue to hire additional personnel,
including software engineers, design and production personnel and service technicians for our electrified powertrain solutions.
Because our electrified powertrain solutions are based on a different technology platform than traditional internal combustion
engines, individuals with sufficient training in alternative fuel and electric vehicles may not be available to hire, and as a result,
we may need to expend significant time and expense training any newly hired employees. Competition for individuals with
experience designing, producing and servicing electrified vehicles and their software is intense, and we may not be able to
attract, integrate, train, motivate, or retain additional highly qualified personnel, particularly with respect to software engineers
in the Austin, Texas area where we are headquartered. Due to the specific skills required, the strong job market nationally and
the high cost of living and competition in the Austin, Texas area, we may experience increased compensation, recruiting and
relocation expenses to achieve our hiring goals. The failure to attract, integrate, train, motivate and retain these additional
employees could seriously harm our business, prospects, financial condition and operating results.

Risks Related to our Products

If our electrified powertrain solutions fail to perform as expected, our ability to develop, market and sell our electrified
powertrain solutions could be harmed.

Our electrified powertrain solutions may contain defects in design and production that may cause them not to perform as
expected or they may require repair. There can be no assurance that we will be able to detect and fix any defects in our
electrified powertrain solutions. Our electrified powertrain solutions may not meet customers’ expectations or perform
competitively with other vehicles that may become available. Any product defects or any other failure of our electrified
powertrain solutions and software to perform as expected could harm our reputation and result in adverse publicity, lost
revenue, delivery delays, product recalls, negative publicity, product liability claims and significant warranty and other
expenses and could have a material adverse impact on our business, prospects, financial condition and operating results.

The performance characteristics of our electrified powertrain solutions, including fuel economy, range between refueling,
and emissions levels, may vary, including due to factors outside of our control.

Our electrified powertrain solutions are still being designed and developed, and there are no assurances that they will be able to
meet their projected performance characteristics, including fuel economy, range between refueling, and emissions levels.
External factors (such as driver behavior, weather conditions, hardware efficiency, payload and terrain) may also impact the
performance characteristics of our electrified powertrain solutions related to estimated fuel savings, GHG emissions and fuel
economy of vehicles installed with our electrified powertrain solutions. These external factors as well as any operation of our
electrified powertrain solutions other than as intended, may result in emissions levels that are greater than we expect. The
ability of our electrified powertrain solutions to have a net-carbon-negative profile, will depend on the availability of renewable
natural gas as well as the infrastructure necessary to purchase RNG through fuel providers. Any limitation on the ability to
purchase RNG, such as a decrease or a limitation on the number of natural gas fueling stations or limitation on the production
of natural gas and RNG in particular, will negatively impact the anticipated carbon intensity profile of our electrified powertrain
solutions. In addition, the carbon intensity profiles could vary based on the source of RNG, which could reduce a fleet’s ability
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to have favorable carbon intensity scores. Due to these factors, there can be no guarantee that the operators of vehicles using our
electrified powertrain solutions will realize the expected fuel savings, range and fuel economy and GHG emission reductions.

Our beliefs regarding the ability of our electrified powertrain solutions to limit carbon intensity and reduce GHG emissions
and contribute to global decarbonization may be based on materially inaccurate assumptions.

Our beliefs regarding our ability to reduce carbon intensity and GHG emissions are based on certain assumptions, including, but
not limited to, our projections of the use of natural gas and renewable natural gas in the future, fuel types used, the ability to
obtain carbon credits, driver behavior and our electrified powertrain solutions’ efficiencies and performance. To the extent our
assumptions are materially incorrect or incomplete, it could adversely impact our business, prospects, financial condition and
operating results. In addition, if our assumptions regarding the ability of our solutions to limit carbon intensity and reduce GHG
emissions from trucking operations are materially incorrect or incomplete, or if our beliefs regarding the availability of our
products are materially incorrect or incomplete, it is possible that our competitors’ technology may be better at limiting carbon
intensity and reducing GHG emissions in certain circumstances and in certain markets.

We have limited experience servicing our electrified powertrain solutions and our integrated software. If we are unable to
address the service requirements of our customers, our business, prospects, financial condition and operating results may be
materially and adversely affected.

We have limited experience in servicing our electrified powertrain solutions and expect to increase our servicing capabilities as
we begin commercial production of our electrified powertrain solutions. Servicing hybrid and electric vehicles is different than
servicing vehicles with internal combustion engines and traditional mechanical powertrains and requires specialized skills,
including high voltage training and servicing techniques. We plan to partner with one or more third party service providers to
perform some or all of the servicing on our electrified powertrain solutions, and there can be no assurance that we will be able
to enter into an acceptable arrangement with any such third-party provider. Our ability to provide effective customer support is
largely dependent on our ability to attract, train and retain qualified personnel with experience in supporting customers on
platforms such as ours. As we continue to grow, additional pressure may be placed on our customer support team, and we may
be unable to respond quickly enough to accommodate short-term increases in customer demand for maintenance services and
technical support. If we are unable to successfully address the service requirements of our customers or establish a market
perception that we do not maintain high-quality support, we may be subject to claims from our customers, including loss of
revenue or damages, and our business, prospects, financial condition, and operating results may be materially and adversely
affected.

Our electrified powertrain solutions rely on software and hardware that is highly technical, and if these systems contain
errors, bugs or vulnerabilities, or if we are unsuccessful in addressing or mitigating technical limitations in our systems, our
business could be adversely affected.

Our electrified powertrain solutions rely on software and hardware to store, retrieve, process and manage immense amounts of
data. Such software and hardware, that is developed or maintained internally or by third parties, is highly technical and complex
and will require modification and updates over the life of the vehicle. Our software and hardware may contain, errors, bugs or
vulnerabilities, and our systems are subject to certain technical limitations that may compromise our ability to meet our
objectives. Some errors, bugs or vulnerabilities inherently may be difficult to detect and may only be discovered after the code
has been released for external or internal use. If we are unable to prevent or effectively remedy errors, bugs, vulnerabilities or
defects in our software and hardware, we may suffer damage to our reputation, loss of customers, loss of revenue or liability for
damages, any of which could adversely affect our business and financial results.

We may become subject to product liability claims, which could harm our financial condition and liquidity if we are not able
to successfully defend or insure against such claims.

Product liability claims, even those without merit or those that do not involve our products, could harm our business, prospects,
financial condition and operating results. The automobile industry in particular experiences significant product liability claims,
and we face inherent risk of exposure to claims in the event our electric powertrain solutions do not perform or are claimed to
not have performed as expected. As is true for other commercial vehicle suppliers, we expect in the future that our electrified
powertrain solutions will be installed on vehicles that will be involved in crashes resulting in death or personal injury.
Additionally, product liability claims that affect our competitors may cause indirect adverse publicity for us and our products.

Our risks in this area are particularly pronounced given the relatively limited number of electrified powertrain solutions
delivered to date and limited field experience of our products. A successful product liability claim against us could require us to
pay a substantial monetary award. In some jurisdictions, we may self-insure against the risk of product liability claims for
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vehicle exposure, meaning that any product liability claims will likely have to be paid from company funds, not by insurance.
Product liability claims could have a material adverse effect on our brand, business and financial condition.

Insufficient warranty reserves to cover future warranty claims could materially adversely affect our business, prospects,
financial condition and operating results.

We maintain warranty reserves to cover warranty-related claims of our electrified powertrain solutions. If our warranty reserves
are inadequate to cover future warranty claims on our vehicles, or our parts suppliers fail to provide warranties for, or honor
warranty claims against, their parts, our business, prospects, financial condition and operating results could be materially and
adversely affected. We may become subject to significant and unexpected warranty expenses as well as claims from our
customers, including loss of revenue or damages. There can be no assurances that then-existing warranty reserves will be
sufficient to cover all claims.

Risks Related to our Financial Results

Our financial results may vary significantly from period to period due to fluctuations in our operating costs and other
factors.

Our quarterly and annual operating results may fluctuate significantly, which makes it difficult for us to predict our future
operating results. These fluctuations may occur due to a variety of factors, many of which are outside of our control, including:

» the pace at which we continue to design, develop and produce new products and increase production capacity;
» the number of customer orders in a given period,
» changes in manufacturing costs;

» the timing and cost of and level of investment in, research and development relating to our technologies and our
current or future facilities;

» relationships, partnerships, contracts and other agreements with suppliers and development partners;
*  our ability to achieve favorable pricing from suppliers for component purchases;

» our ability to obtain required certifications for our powertrain systems;

* developments involving our competitors; and

» changes in governmental regulations or applicable law.

As a result of these factors, we believe that period-to-period comparisons of our financial results, especially in the short term,
are not necessarily meaningful and that these comparisons cannot be relied upon as indicators of future performance. Moreover,
our financial results may not meet expectations of equity research analysts, ratings agencies or investors, who may be overly
focused on quarterly financial results or financial valuation models that do not match our expected growth plan. If any of this
occurs, the trading price of our common stock could fall substantially, either suddenly or over time.

Risks Related to our Customers

We may not be able to successfully engage target customers or convert early trial deployments with truck fleets into
meaningful orders or additional deployments in the future.

Our success, and our ability to increase revenue and operate profitably, depends in part on our ability to identify target
customers and to convert early trial deployments with truck fleets into meaningful orders or additional deployments in the
future. If we are unable to meet our customers’ performance requirements or industry specifications, identify target customers
or convert early trial deployments into meaningful orders or obtain additional deployments in the future, our business,
prospects, financial condition and operating results would be materially adversely affected. Moreover, if we or our customers
find that our Hybrid system does not perform as expected or if our orders for Hybrid systems do not materialize in large
numbers, we may cease to distribute our Hybrid system, or recall some or all of our product, and future distributions may be
delayed or cease for some period of time or indefinitely.

We plan to accept reservation orders for the sale of our electrified powertrain solutions that are cancellable, and our initial
pre-launch sales order and reservations for Hypertruck ERX-equipped trucks are cancellable.

Our Hypertruck ERX electrified powertrain solution is still in the development and testing phase and commercial deliveries are
not expected to begin until late 2023 or later, and may not occur at all. As a result, we plan to accept reservation orders for
trucks equipped with our Hypertruck ERX system that are cancellable by customers without penalty. As a result, no assurance
can be made that reservations will not be cancelled or that reservations will result in the purchase of our electrified powertrain
solutions, and any such cancellations could harm our business, prospects, financial condition and operating results.

We may also enter into contracts for the sale of our electrified powertrain solutions that include various cancellation rights in
favor of the customer. For example, in May 2020, we entered into a pre-launch sales agreement (the “Agility Pre-Launch
Agreement”) with Agility Logistics Cargo Transport Co. WLL (“Agility Transport”), a company organized under the laws of
and based in Kuwait and a subsidiary of Agility Public Warehousing Company K.S.C.P. for up to 1,000 trucks equipped with
our Hypertruck ERX system in one or more future purchase orders, subject to certain testing and performance requirements and
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termination rights, including a right to terminate the Agility Pre-Launch Agreement prior to purchasing all or any portion of
Agility Transport’s pre-order. The Agility Pre-Launch Agreement does not specify the terms or period upon which these
purchase orders may be entered into, such that our sale of Hypertruck ERX system to Agility Transport is subject to the parties
reaching further agreement on the terms of the purchase agreements. Any termination, reduction or dispute related to this
agreement or others similar to it could harm our business, prospects, financial condition and operating results.

We intend to sell our electrified powertrain solutions to large commercial vehicle OEM customers and large-volume private-

fleet and for-hire trucking customers. The failure to obtain such customers, loss of sales to such customers, ability to sell
Sfull trucks or failure to negotiate acceptable terms in contract negotiations could have an adverse impact on our business.

We intend to sell our electrified powertrain solutions to commercial vehicle OEMs and other large volume customers including
private and for-hire trucking fleets. We may not be able to establish relationships with such OEMs or large volume customers if
customer demand is not as high as we expect or if commercial vehicle OEMs face pressure from their existing suppliers not to
purchase our electrified powertrain solutions. We may enter into long-term contracts with certain of these commercial vehicle
OEMs and other large volume customers, who have substantial bargaining power with respect to price and other commercial
terms, and any long-term contracts would be subject to renegotiation and renewal from time to time. Failure to obtain new
customers, loss of all or a substantial portion of sales to any customers for whatever reason (including, but not limited to, loss of
contracts or failure to negotiate acceptable terms in contract renewal negotiations, loss of market share by these customers,
insolvency of such customers, reduced or delayed customer requirements, plant shutdowns, strikes or other work stoppages
affecting production by such customers), or continued reduction of prices to these customers could have a significant adverse
effect on our financial results. There can be no assurance that we will be able to obtain or retain large volume customers or that
we will be able to offset any reduction of prices to these customers with reductions in our costs or by obtaining new customers.

Demand for our products will ultimately depend on end user customers, some of whom operate in highly cyclical industries,
which may subject us to the performance of their industries and can result in uncertainty and significantly impact the
demand for our products, which could have a material adverse effect on our business, prospects, financial condition and
operating results.

Demand for our products will ultimately depend on our end-user customers, some of whom operate in highly cyclical
industries. Demand in these industries is impacted by numerous factors, including commodity prices, infrastructure spending,
housing starts, real estate equity values, interest rates, consumer spending, fuel costs, energy demands, municipal spending and
commercial construction, among others. Increases or decreases in these variables may significantly impact the demand for our
products. If we are unable to accurately predict demand, we may be unable to meet our customers’ needs, resulting in the loss
of potential sales, or we may produce excess products, resulting in increased inventories and overcapacity in our production
facilities, increasing our unit production cost and decreasing our operating margins.

Risks Related to our Production Processes and Supply Chain

We face significant barriers to produce our electrified powertrain solutions, and if we cannot successfully overcome those
barriers our business will be negatively impacted.

The commercial trucking industry has traditionally been characterized by significant barriers to entry, including the ability to
meet performance requirements or industry specifications, acceptance by OEMs and our end users, large capital requirements,
investment costs of design and production, long lead times to bring components to market from the concept and design stage,
the need for specialized design and development expertise, regulatory requirements, establishing a brand name and image and
the need to establish sales capabilities. If we are not able to overcome these barriers, our business, prospects, financial condition
and operating results will be negatively impacted and our ability to grow our business will be harmed.

Our success will depend on our ability to economically outsource the production, assembly and installation of our electrified
powertrain solutions at scale, and our ability to develop and produce electrified powertrain solutions of sufficient quality and
appeal to customers on schedule and at scale is unproven.

Our business depends in large part on our ability to execute our plans to develop, produce, install, assemble, market, sell, and
service our electrified powertrain solutions. We currently produce our Hybrid system at our facility in Cedar Park, Texas and
expect to begin production of our Hypertruck ERX system in late 2023, at the earliest. Over time, we anticipate we will shift
production to our outsourcing partners’ facilities. We anticipate that a significant concentration of this production, assembly and
installation will be performed by a small number of outsourcing partners. While these arrangements can lower operating costs,
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they also reduce our direct control over production and distribution. Such diminished control may have an adverse effect on the
quality or quantity of products or services, or our flexibility to respond to changing conditions.

Our continued development of our electrified powertrain solutions is and will be subject to risks, including with respect to:

» the equipment we plan to use being able to accurately produce our electrified powertrain solutions within specified
design tolerances;

» the compatibility of our electrified powertrain solutions with existing and future commercial vehicle designs;

* long- and short-term durability of the components in our electrified powertrain solutions in the day-to-day wear and
tear of the commercial trucking environment;

» compliance with environmental, workplace safety and similar regulations;

» the ability or willingness of our suppliers to deliver key components to our desired specifications, in a timely manner,
on acceptable terms, and in the quantities we require;

* delays in delivery of final component designs to our suppliers;

»  our ability to attract, recruit, hire and train skilled employees;

» quality controls, particularly as we plan to expand our production capabilities;
» delays or disruptions in our supply chain;

»  other delays and cost overruns; and

* our ability to secure additional funding if necessary.

We and our future production partners have no experience to date in high-volume production of our electrified powertrain
solutions. We do not know whether we or our future production partners will be able to develop efficient, automated, low-cost
production capabilities and processes and reliable sources of component supply, that will enable us to meet the quality, price,
engineering, design and production standards, as well as the production volumes required to successfully mass market our
electrified powertrain solutions or whether we or our production partners will be able to do so in a manner that avoids
significant delays and cost overruns, including as a result of factors beyond our control such as problems with suppliers and
vendors, or in time to meet our vehicle commercialization schedules or to satisfy the requirements of customers. Any failure to
develop such production processes and capabilities within our projected costs and timelines could have a material adverse effect
on our business, prospects, financial condition and operating results.

We may experience significant delays in the design, production and launch of our electrified powertrain solutions, which
could harm our business, prospects, financial condition and operating results.

Our electrified powertrain solutions are still in the development and testing phase, and commercial deliveries of the Hypertruck
ERX system are not expected to begin until late 2023 or later, and may not occur at all. Any delay in the financing, design,
production and launch of our electrified powertrain solutions, including future production of our Hybrid system and Hypertruck
ERX system at our outsourcing partners, could materially damage our brand, business, prospects, financial condition and
operating results.

We are dependent on large commercial vehicle OEMs and producers of de-contented chassis to provide vehicles for our
electrified powertrain solutions.

Because we do not manufacture complete commercial vehicles, we are dependent on commercial vehicle OEMs to provide de-
contended chassis (chassis with conventional powertrain components removed) platforms for installing our electrified
powertrain solutions. The most favorable financial model for deployment of our products is for OEMs to directly install our
products in their commercial vehicles when they are being assembled. If OEMs are unable or unwilling to integrate the
installation of our electrified powertrain solutions into their commercial vehicle production lines, we may have to establish
other OEM relationships or rely on commercial truck upfitting and modification companies to do this work. To the extent that
there are limitations on the availability of de-contented chassis, either due to the unwillingness or inability of OEMs and
producers to produce and provide them to us or our installation partners, or a change in governmental regulations or policies,
we would either need to develop our own commercial vehicle on which to install our electrified powertrain solutions or install
our products into commercial vehicles that would have to be de-contented. Either case could have a negative impact on our
ability to sell our electrified powertrain solutions at the prices, margins, or in the timeframes that we anticipate. Additionally, if
commercial vehicle OEMs limit or fail to provide a warranty on vehicles with our electrified powertrain solutions, we will incur
additional costs by contracting with a third party to provide warranty services. Any of the foregoing would have a material
adverse effect on our business, prospects, financial condition and operating results.

We will rely on third parties, including commercial truck upfitting and modification companies and commercial vehicle
OEMs, to install our electrified powertrain solutions in vehicles, which is subject to risks.

We intend to enter into agreements with commercial truck upfitting and modification companies and commercial vehicle OEMs
to install our electrified powertrain solutions. Using third-party contract manufacturers and installers for the production and
installation of our electrified powertrain solutions is subject to risks with respect to operations that are outside our control. We
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could experience delays if our outsourcing partners do not meet agreed upon timelines or experience capacity constraints that
make it impossible for us to fulfill purchase orders on time or at all. The installation of our solutions may also void the warranty
of a vehicle or a vehicle’s components, such as the engine or transmission, which may reduce customer demand for our
solutions. Our ability to successfully build a premium brand could also be adversely affected by perceptions about the quality of
our outsourcing partners’ products. In addition, although we are involved in each step of the supply chain, production and
installation processes, because we also rely on our outsourcing partners and third parties to meet our quality standards, there can
be no assurance that the final product will meet expected quality standards.

We are dependent on our suppliers, some of which are single or limited-source suppliers, and the inability of these suppliers
to deliver necessary components of our vehicles at prices, volumes, and performance specifications acceptable to us could
have a material adverse effect on our business, prospects, financial condition and operating results.

We rely on third-party suppliers, some of whom are single-source suppliers, for the provision and development of many of the
key components and materials used in our electrified powertrain solutions, such as natural gas generators. Any failure of these
suppliers or outsourcing partners to perform could require us to seek alternative suppliers or to expand our production
capabilities, which could incur additional costs and have a negative impact on our cost or supply of components or finished
goods. While we plan to obtain components from multiple sources whenever possible, some of the components used in our
vehicles will be purchased by us from a single source. Our third-party suppliers may not be able to meet their product
specifications and performance characteristics or our desired specifications, performance and pricing, which would impact our
ability to achieve our product specifications and performance characteristics as well. Additionally, our third-party suppliers may
be unable to obtain required certifications for their products for which we plan to use or provide warranties that are necessary
for our solutions. If we are unable to obtain components and materials used in our electrified powertrain solutions from our
suppliers or if our suppliers decide to create or supply a competing product, our business could be adversely affected. While we
believe that we may be able to establish alternate supply relationships and can obtain or engineer replacement components for
our single source components, we may be unable to do so in the short term (or at all) at prices or quality levels that are
favorable to us, which could have a material adverse effect on our business, prospects, financial condition and operating results.

Increases in costs, disruption of supply or shortage of our components, particularly battery cells, could harm our business.

Once we begin commercial production of our electrified powertrain solutions, we may experience increases in the cost or a
sustained interruption in the supply or shortage of our components. Any such increase or supply interruption could materially
negatively impact our business, prospects, financial condition and operating results. The prices for our components fluctuate
depending on market conditions and global demand and could adversely affect our business, prospects, financial condition and
operating results.

Any disruption in the supply of battery cells could temporarily disrupt production of our electrified powertrain solutions until a
different supplier is fully qualified. Moreover, battery cell manufacturers may refuse to supply electric vehicle manufacturers if
they determine that the vehicles are not sufficiently safe. Furthermore, fluctuations or shortages in petroleum and other
economic conditions may cause us to experience significant increases in freight charges. Substantial increases in the prices for
raw materials may increase the cost of our components and consequently, the costs of products. There can be no assurance that
we will be able to recoup increasing costs of our components by increasing prices, which could reduce our margins.

Risks Related to Our Industry and Competitive Landscape

Our future growth is dependent upon the commercial trucking industry’s willingness to adopt alternative fuel, hybrid and
electric vehicles.

Our growth is highly dependent upon the adoption of alternative fuel, hybrid and electric vehicles by the commercial trucking
industry. If the market for alternative fuel, hybrid and electric vehicles and our electrified powertrain solutions does not develop
at the rate or in the manner or to the extent that we expect, or if critical assumptions we have made regarding the efficiency,
range or performance of our electrified powertrain solutions are incorrect or incomplete, our business, prospects, financial
condition and operating results will be harmed. The market for alternative fuels, hybrid and electric vehicles is new and
untested and is characterized by rapidly changing technologies, price competition, numerous competitors, evolving government
regulation and industry standards and uncertain customer demands and behaviors.

Although we hope to be among the first to bring electrified powertrain solutions to market, competitors have already begun
to sell electrified vehicles and may gain a competitive advantage over us.

We face intense competition in trying to be among the first to bring electrified powertrain solutions to market, and we expect
competition to intensify in light of increased demand and regulatory push for alternative fuel and electric vehicles. Most of our
current and potential competitors have greater financial, technical, manufacturing, marketing and other resources than we do.
They may be able to deploy greater resources to the design, development, manufacturing, distribution, promotion, sales,
marketing and support of their alternative fuel and electric truck programs. Additionally, our competitors also have greater
name recognition, longer operating histories, larger sales forces, broader customer and industry relationships and other
resources than we do. These competitors also compete with us in recruiting and retaining qualified research and development,
sales, marketing and management personnel, as well as in acquiring technologies complementary to, or necessary for, our
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products. Additional mergers and acquisitions may result in even more resources being concentrated in our competitors. We
cannot provide assurances that our electrified systems will be the first to market and there are no assurances that customers will
choose vehicles with our electrified systems over those of our competitors, or over diesel powered trucks.

Numerous companies including Cummins, Daimler, Dana, Navistar, PACCAR, Volvo, Tesla, Nikola, Lion Electric, Hyzon and
other commercial vehicle manufacturers have announced their plans to bring Class 8 semi-truck BEVs or FCEVs to the market.
Furthermore, we will also face competition from manufacturers of internal combustion engines powered by diesel fuel and
natural gas. We expect additional competitors to enter the industry as well.

Developments in alternative technology or improvements in the internal combustion engine may adversely affect the demand
for our electrified powertrain solutions.

Significant developments in alternative technologies, such as battery cells, advanced diesel, improved natural gas engines, new
power generation technology or alternate fuel sources or improvements in the fuel economy of the internal combustion engine,
may materially and adversely affect our business, prospects, financial condition and operating results in ways we do not
currently anticipate. Existing and other battery cell technologies, fuels or sources of energy may emerge as customers’ preferred
alternative to our electrified powertrain solutions. Any failure by us to develop new or enhanced technologies or processes, or
to react to changes in existing technologies, could materially delay our development and introduction of new and enhanced
alternative fuel and electric vehicles, which could result in the loss of competitiveness of our electrified powertrain solutions,
decreased revenue and a loss of market share to competitors. Our research and development efforts may not be sufficient to
adapt to changes in alternative fuel and electric vehicle technology.

Risks Related to Technology, Data and Privacy-Related Matters

We are subject to cybersecurity risks to operational systems, security systems, infrastructure, integrated software in our
electrified powertrain solutions and customer data processed by us or third-party vendors or suppliers and any material
failure, weakness, interruption, cyber event, incident or breach of security could prevent us from effectively operating our
business.

We collect, store, transmit and otherwise process customer, driver, employee and others’ data as part of our business operations,
which may include personal data or confidential or proprietary information. We also work with partners and third-party service
providers or vendors that collect, store and process such data on our behalf in connection with our business. There can be no
assurance that any security measures that we or our third-party service providers or vendors have implemented will be effective
against current or future security threats.

We are at risk for interruptions, outages and breaches of: (a) operational systems; (b) facility security systems; (c) transmission
control modules or other in-product technology; in each case owned by us or our third-party vendors or suppliers as well as (a)
the integrated software in our electrified powertrain solutions; or (b) customer or driver data that we process or our third-party
vendors or suppliers process on our behalf. The techniques used by cyber attackers change frequently and may be difficult to
detect for long periods of time. Although we maintain information technology measures designed to protect ourselves against
intellectual property theft, data breaches and other cyber incidents, we cannot be sure that these systems upon which we rely,
including those of our third-party vendors or suppliers, will be effectively implemented, maintained or expanded as planned. If
these systems do not operate as we expect them to, we may be required to expend significant resources to make corrections or
find alternative sources for performing these functions. Moreover, our proprietary information or intellectual property could be
compromised or misappropriated. A significant cyber incident could impact production capability, harm our reputation, cause
us to breach our contracts with other parties or subject us to regulatory actions or litigation, any of which could materially affect
our business, prospects, financial condition and operating results.

Any unauthorized control or manipulation of the information technology systems in our electrified powertrain solutions
could result in loss of confidence in us and our electrified powertrain solutions and harm our business.

Our electrified powertrain solutions contain complex information technology systems and built-in data connectivity to accept
and install periodic remote updates to improve or update functionality. We have designed, implemented and tested security
measures intended to prevent unauthorized access to our information technology networks, our electrified powertrain solutions
and related systems. Any unauthorized access to or control of our electrified powertrain solutions, or any loss of customer data,
could result in legal claims or proceedings and remediation of such problems could result in significant, unplanned capital
expenditures.

Inability to leverage vehicle and customer data could impact our software algorithms and impact research and development
operations.

We rely on data collected from the use of fleet vehicles outfitted with our products, including vehicle data and data related to
battery usage statistics. We use this data in connection with our software algorithms and the research, development and analysis
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of our products. Our inability to obtain this data or the necessary rights to use this data could result in delays or otherwise
negatively impact our research and development efforts.

We may mneed to defend ourselves against patent, copyright or trademark infringement claims or trade secret
misappropriation claims, which may be time-consuming and cause us to incur substantial costs.

Companies, organizations or individuals, including our competitors, may own or obtain patents, trademarks or other proprietary
rights that would prevent or limit our ability to make, use, develop or sell our electrified powertrain solutions, which could
make it more difficult for us to operate our business. We may receive inquiries from patent, copyright or trademark owners
inquiring whether we infringe upon their proprietary rights. We may also be the subject of allegations that we have
misappropriated their trade secrets or other proprietary rights. Companies owning patents or other intellectual property rights
relating to battery packs, electric motors, fuel cells or electronic power management systems may allege infringement or
misappropriation of such rights. In response to a determination that we have infringed upon or misappropriated a third party’s
intellectual property rights, we may be required to (a) cease development, sales or use of our products that incorporate the
asserted intellectual property, (b) pay substantial damages, (c) obtain a license from the owner of the asserted intellectual
property right, which license may not be available on reasonable terms or at all or (d) redesign one or more aspects or systems
of our electrified powertrain solutions. A successful claim of infringement or misappropriation against us could materially
adversely affect our business, prospects, financial condition and operating results. Any litigation or claims, whether valid or
invalid, could result in substantial costs and diversion of resources.

Our business may be adversely affected if we are unable to protect our intellectual property rights from unauthorized use by
third parties.

Failure to adequately protect our intellectual property rights could result in our competitors offering similar products,
potentially resulting in the loss of some of our competitive advantage and a decrease in our revenue, which would adversely
affect our business, prospects, financial condition and operating results. Our success depends, at least in part, on our ability to
protect our core technology and intellectual property. To accomplish this, we will rely on a combination of patents, trade secrets
(including know-how), employee and third-party nondisclosure agreements, copyrights, trademarks, intellectual property
licenses and other contractual rights to establish and protect our rights in our technology; however, the measures we take to
protect our intellectual property from unauthorized use by others may not be effective.

Patent, trademark, copyright and trade secret laws vary throughout the world. Some foreign countries do not protect intellectual
property rights to the same extent as do the laws of the U.S. Further, policing the unauthorized use of our intellectual property
in foreign jurisdictions may be difficult. Therefore, our intellectual property rights may not be as strong or as easily enforced
outside of the U.S.

Also, while we have registered trademarks in an effort to protect our investment in our brand and goodwill with customers,
competitors may challenge the validity of those trademarks and other brand names in which we have invested. Such challenges
can be expensive and may adversely affect our ability to maintain the goodwill gained in connection with a particular
trademark.

Risks Related to Environmental and Regulatory Matters

The unavailability, reduction or elimination of government and economic incentives for alternative fuel use due to policy
changes or government regulation could have a material adverse effect on our business, prospects, financial condition and
operating results.

Any reduction, elimination or discriminatory application of government subsidies and economic incentives because of policy
changes, the reduced need for such subsidies and incentives due to the perceived success of the electric vehicle industry or other
reasons may result in the diminished competitiveness of the alternative fuel and electric vehicle industry generally or our
electrified powertrain solutions. While certain tax credits and other incentives for alternative energy production, alternative fuel
and electric vehicles have been available in the past, there is no guarantee these programs will be available in the future. In
particular, we are influenced by federal, state and local tax credits, rebates, grants and other government programs and
incentives that promote the use of RNG and natural gas as vehicle fuel. These include various government programs that make
grant funds available for the purchase of natural gas vehicles or encourage low carbon “compliant” transportation fuels
(including CNG). If current tax incentives are not available in the future, our financial position could be harmed.

Additionally, other changes to governmental regulations and policies could impact the competitiveness of natural gas as a fuel
source. For instance, a limitation or ban on extraction methods like fracking, could have a negative impact on the availability
and price of natural gas and may adversely affect the growth of the alternative fuel automobile markets. Additionally, an
increase in the economic incentives for other fuel sources or BEVs, such as through the subsidization of other fuel sources or
higher permitted weight limits for BEVs or FCEVs or the reduction or elimination of the higher permitted weight limits for
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natural gas vehicles, could make our products less competitive. Such changes in regulations and policies could materially and
adversely affect our business, prospects, financial condition and operating results.

Our business could be negatively affected by unfavorable changes to federal or state tax laws or the adoption of federal or
state laws or regulations mandating new or additional limits on the production of GHG emissions, the cost of natural gas
and “tailpipe” emissions.

Federal or state laws or regulations may be adopted that would impose new or additional limits on the emissions of GHG. The
potential effects of GHG emission limits on our business are subject to significant uncertainties based on, among other things,
the timing of the implementation of any new requirements, the required levels of emission reductions, the nature of any market-
based or tax-based mechanisms adopted to facilitate reductions, the relative availability of GHG emission reduction offsets, the
development of cost-effective, commercial-scale carbon capture and storage technology and supporting regulations and liability
mitigation measures, the range of available compliance alternatives, and our ability to demonstrate that our products qualify as a
compliance alternative under any new statutory or regulatory programs to limit GHG emissions. If our solutions are not able to
meet future GHG emission limits or perform as well as BEV, FCEV or other alternative fuel vehicles, for instance due to
unavailability of RNG in a particular area, a decline in RNG production, an increase in RNG cost, a decrease in credits for RNG
or an increase in our cost, our solutions could be less competitive. Additionally, federal, state or road taxes could be added to
natural gas fuel, which would increase the operating cost of our products. Furthermore, additional federal or state taxes could be
implemented on “tailpipe” emissions, which would have a negative impact on the cost of our products and a positive impact on
the cost of BEVs and FCEVs relative to our solutions. Such new federal or state laws or regulations could have a material
adverse impact on our business, prospects, financial condition and operating results.

We, our outsourcing partners and our suppliers are or may be subject to substantial regulation and unfavorable changes to,
or failure by us, our outsourcing partners or our suppliers to comply with, these regulations could substantially harm our
business and operating results.

Our electrified powertrain solutions, and the sale of motor vehicles in general, our outsourcing partners and our suppliers are or
may be subject to substantial regulation under international, federal, state and local laws. We continue to evaluate requirements
for licenses, approvals, certificates and governmental authorizations necessary to manufacture, sell or service our electrified
powertrain solutions in the jurisdictions in which we plan to operate and intend to take such actions necessary to comply. We
may experience difficulties in obtaining or complying with various licenses, approvals, certifications and other governmental
authorizations necessary to manufacture, sell or service their electrified powertrain solutions in any of these jurisdictions. If we,
our outsourcing partners or our suppliers are unable to obtain or comply with any of the licenses, approvals, certifications or
other governmental authorizations necessary to carry out our operations in the jurisdictions in which we currently operate, or
those jurisdictions in which we plan to operate in the future, our business, prospects, financial condition and operating results
could be materially adversely affected. We expect to incur significant costs in complying with these regulations. For example, if
the battery packs installed in our electrified powertrain solutions are deemed to be transported, we will need to comply with the
mandatory regulations governing the transport of “dangerous goods,” and any deficiency in compliance may result in us being
prohibited from selling our electrified powertrain solutions until compliant batteries are installed. Additionally, although we do
not believe that our current after-market Hybrid system is required to obtain certifications from the EPA in the event that
regulators determine that certifications are necessary, we may be prohibited from selling our Hybrid system until such time as
we obtain the required certifications. Any such required changes to our battery packs or Hybrid system will require additional
expenditures and may delay the shipment of vehicles. In addition, regulations related to the electric and alternative energy
vehicle industry are evolving and we face risks associated with changes to these regulations.

To the extent the laws change, our electrified powertrain solutions and our suppliers’ products may not comply with applicable
international, federal, state or local laws, which would have an adverse effect on our business. Compliance with changing
regulations could be burdensome, time consuming and expensive. To the extent compliance with new regulations is cost
prohibitive, our business, prospects, financial condition and operating results would be adversely affected.

We are subject to evolving laws, regulations, standards and contractual obligations related to data privacy and security, and
our actual or perceived failure to comply with such obligations could harm our reputation, subject us to significant fines and
liability or adversely affect our business.

We intend to use our in-vehicle services and functionality to log information about each vehicle’s use in order to aid us in
vehicle diagnostics and servicing. Our customers or their drivers may object to the use of this data, which may increase our
vehicle maintenance costs and harm our business prospects. Collection of our customers’, employees’ and others’ information
in conducting our business may subject us to various legislative and regulatory burdens related to data privacy and security that
could require notification of data breaches, restrict our use of such information and hinder our ability to acquire new customers
or market to existing customers. The regulatory framework for data privacy and security is rapidly evolving, and we may not be
able to monitor and react to all developments in a timely manner. For example, California requires connected devices to
maintain minimum information security requirements. As legislation continues to develop, we will likely be required to expend
significant additional resources to continue to modify or enhance our protective measures and internal processes to comply with
such legislation. In addition, non-compliance with these laws or a significant breach of our third-party service providers’ or
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vendors’ or our own network security and systems could have serious negative consequences for our business and future
prospects, including possible fines, penalties and damages, reduced customer demand for our vehicles and harm to our
reputation and brand.

We are subject to various environmental laws and regulations that could impose substantial costs upon us and cause delays
in building our production facilities.

Our operations are and will be subject to international, federal, state and local environmental laws and regulations, including
laws relating to the use, handling, storage, disposal of and human exposure to hazardous materials. Environmental and health
and safety laws and regulations can be complex, and we have limited experience complying with them. Moreover, we expect
that we will be affected by future amendments to such laws or other new environmental and health and safety laws and
regulations which may require us to change our operations, potentially resulting in a material adverse effect on our business,
prospects, financial condition and operating results. These laws can give rise to liability for administrative oversight costs,
cleanup costs, property damage, bodily injury, fines and penalties. Capital and operating expenses needed to comply with
environmental laws and regulations can be significant, and violations may result in substantial fines and penalties, third-party
damages, suspension of production or a cessation of our operations.

Contamination at properties we will own or operate, we formerly owned or operated or to which hazardous substances were
sent by us, may result in liability for us under environmental laws and regulations, including, but not limited to, the
Comprehensive Environmental Response, Compensation and Liability Act, which can impose liability for the full amount of
remediation-related costs without regard to fault, for the investigation and cleanup of contaminated soil and ground water, for
building contamination and impacts to human health and for damages to natural resources. The costs of complying with
environmental laws and regulations and any claims concerning noncompliance, or liability with respect to contamination in the
future, could have a material adverse effect on our financial condition or operating results. We may face unexpected delays in
obtaining the required permits and approvals in connection with our planned production facilities that could require significant
time and financial resources and delay our ability to operate these facilities, which would adversely impact our business,
prospects, financial condition and operating results.

Risks Related to Capital and Tax Matters

We may need to raise additional funds and these funds may not be available to us when we need them. If we cannot raise
additional funds when we need them, our business, prospects, financial condition and operating results could be negatively
affected.

The design, production, sale and servicing of our electrified powertrain solutions is capital-intensive. On October 1, 2020, the
Company raised net proceeds of $516.5 million. At December 31, 2020, all outstanding warrants were either exercised or
redeemed, with gross proceeds of $140.8 million raised, of which $16.3 million was collected during the first quarter of 2021.
At December 31, 2022, the Company had total equity of $423.6 million, inclusive of cash and cash equivalents of $119.5
million and total investments of $302.3 million. We may determine that additional funds are necessary earlier than anticipated.
This capital may be necessary to fund our ongoing operations, continue research, development and design efforts, create new
products and improve infrastructure. We may raise additional funds through the issuance of equity, equity related or debt
securities or through obtaining credit from government or financial institutions. We cannot be certain that additional funds will
be available to us on favorable terms when required, or at all. If we cannot raise additional funds when we need them, our
business, prospects, financial condition and operating results could be materially adversely affected.

Our ability to use net operating loss carryforwards and other tax attributes may be limited as a result of ownership changes.

We have incurred losses during our history and do not expect to become profitable in the near future, and may never achieve
profitability. To the extent that we continue to generate taxable losses, unused losses will carry forward to offset future taxable
income, if any, until such unused losses expire, if at all. As of December 31, 2022, we had U.S. federal net operating loss
carryforwards of approximately $229.5 million.

Under the Tax Cuts and Jobs Act (the “Tax Act”), as modified by the Coronavirus Aid, Relief, and Economic Security Act (the
“CARES Act”), U.S. federal net operating loss carryforwards generated in taxable periods beginning after December 31, 2017,
may be carried forward indefinitely, but the deductibility of such net operating loss carryforwards in taxable years beginning
after December 31, 2020, is limited to 80% of taxable income. It is uncertain if and to what extent various states will conform to
the Tax Act or the CARES Act.

Under Section 382 of the Code, substantial changes in our ownership may result in an annual limitation on the amount of net
operating loss carryforwards that could be utilized in the future to offset our taxable income. Generally, this limitation may arise
in the event of a cumulative change in ownership of more than 50% within a three-year period. We have completed such
analysis and determined that such an ownership change occurred in 2017. This will limit the usage of our 2017 and prior year
net operating losses, and will cause $2.0 million of such losses to expire unused, regardless of future taxable income. No other
such ownership changes have occurred through December 31, 2022. Due to this, as well as our overall profitability estimate as
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noted above, we have recorded a full valuation allowance related to our net operating loss carryforwards and other deferred tax
assets due to the uncertainty of the ultimate realization of the future benefits of those assets.

We may not be able to obtain or agree on acceptable terms and conditions for all or a significant portion of the government
grants, loans and other incentives for which we may apply. As a result, our business, prospects, financial condition and
operating results may be adversely affected.

We anticipate applying for federal and state grants, loans and tax incentives under government programs designed to stimulate
the economy and support the production of alternative fuel and electric vehicles and related technologies. We anticipate that in
the future there will be new opportunities for us to apply for grants, loans and other incentives from federal, state and foreign
governments. Our ability to obtain funds or incentives from government sources is subject to the availability of funds under
applicable government programs and approval of our applications to participate in such programs. The application process for
these funds and other incentives will likely be highly competitive. We cannot assure you that we will be successful in obtaining
any of these additional grants, loans and other incentives.

Risks Related to Ownership of Our Securities

Concentration of ownership among our existing executive officers, directors and their respective affiliates may prevent new
investors from influencing significant corporate decisions.

As of December 31, 2022, our executive officers, directors and their respective affiliates, as a group, beneficially owned
approximately 22.2% of our outstanding common stock. As a result, these stockholders are able to exercise a significant level of
control over all matters requiring stockholder approval, including the election of directors, amendment of our Certificate of
Incorporation and approval of significant corporate transactions. This control could have the effect of delaying or preventing a
change of control of us or changes in management and will make the approval of certain transactions difficult or impossible
without the support of these stockholders.

We may issue additional shares of common stock or preferred stock, including under our equity incentive plans. Any such
issuances would dilute the interest of our stockholders and likely present other risks.

We may issue a substantial number of additional shares of common or preferred stock, including under our equity incentive
plans. Any such issuances of additional shares of common or preferred stock may cause significant dilution, subordinate the
rights to holders of common stock to those of preferred stock, cause a change in control, and adversely affect prevailing market
prices.

General Risks
Future product recalls could materially adversely affect our business, prospects, financial condition and operating results.

Any product recall in the future, whether it involves us or a competitor’s product, may result in negative publicity, damage our
brand and materially adversely affect our business, prospects, financial condition and operating results. In the future, we may
voluntarily or involuntarily, initiate a recall if any of our products (including the batteries we design, develop and manufacture)
prove to be defective or noncompliant with applicable federal motor vehicle safety standards or other laws or regulations. Such
recalls may involve significant expense and diversion of management attention and other resources, which could adversely
affect our brand image, as well as our business, prospects, financial condition and operating results.

We have been, and may in the future be, adversely affected by the global COVID-19 pandemic, the duration and economic,
governmental and social impact of which is difficult to predict, which may significantly harm our business, prospects,
financial condition and operating results.

Since early 2020, there have been periods of widespread worldwide impact from the COVID-19 pandemic, and we have been,
and may in the future be, adversely affected as a result. Numerous government regulations and public advisories, as well as
shifting social behaviors, temporarily limited or closed non-essential transportation, government functions, business activities
and person-to-person interactions. Reduced operations and production line shutdowns at commercial vehicle OEMs due to
COVID-19, limitations on travel by our personnel and personnel of our customers and increased demand for commercial trucks
within our customers’ fleets caused a delay to the planned installation of our Hybrid system on their trucks. A resurgence of
COVID-19 and related variants could result in similar restrictions to normal business activity in the future and cause delays or
shutdowns of commercial vehicle OEMs or our suppliers that could impact our ability to meet customer orders.

We are or may be subject to risks associated with strategic alliances or acquisitions and may not be able to identify adequate
strategic relationship opportunities, or form strategic relationships, in the future.

We have entered into strategic alliances and may in the future enter into additional strategic alliances or joint ventures or
minority equity investments, in each case with various third parties for the production of our electrified powertrain solutions as
well as with other collaborators with capabilities on data and analytics, engineering, installation channels, refueling stations and
hydrogen fuel cells. These alliances subject us to a number of risks, including risks associated with sharing proprietary
information, non-performance by the third party and increased expenses in establishing new strategic alliances, any of which
may materially and adversely affect our business. Strategic business relationships will be an important factor in the growth and
success of our business. However, there are no assurances that we will be able to continue to identify or secure suitable business
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relationship opportunities in the future or our competitors may capitalize on such opportunities before we do. Moreover,
identifying such opportunities could require substantial management time and resources, and negotiating and financing
relationships involves significant costs and uncertainties. If we are unable to successfully source and execute on strategic
relationship opportunities in the future, our overall growth could be impaired, and our business, prospects, financial condition
and operating results could be materially adversely affected.

When appropriate opportunities arise, we may acquire additional assets, products, technologies or businesses that are
complementary to our existing business. In addition to possible stockholder approval, we may need approvals and licenses from
relevant government authorities for the acquisitions and to comply with any applicable laws and regulations, which could result
in increased delay and costs, and may disrupt our business strategy if we fail to do so. Furthermore, acquisitions and the
subsequent integration of new assets and businesses into our own require significant attention from our management and could
result in a diversion of resources from our existing business, which in turn could have an adverse effect on our operations.
Acquired assets or businesses may not generate the financial results we expect. Acquisitions could result in the use of
substantial amounts of cash, potentially dilutive issuances of equity securities, the occurrence of significant goodwill
impairment charges, amortization expenses for other intangible assets and exposure to potential unknown liabilities of the
acquired business. Moreover, the costs of identifying and consummating acquisitions may be significant.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our headquarters are located in an approximately 152,000 square foot facility comprised of two buildings that we lease in
Cedar Park, Texas, just north of Austin, Texas, where we design, develop, prototype and perform low volume assembly and
installation of our electrified powertrain systems and components. Our lease of this facility expires in April 2027 and we have
the option to extend the lease for two additional five-year terms. We also lease an approximately 12,000 square foot facility in
West Chester, Ohio, where we design and develop the KARNO technology. Our lease of the Ohio facility expires in September
2023.

We believe that our current facilities are in good working order and are capable of supporting our operations for the foreseeable
future; however, we will continue to evaluate buying or leasing additional space as needed to accommodate our growth.

ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company is subject to claims in legal proceedings arising in the ordinary course of its business,
including payroll-related and various employment-related matters. All litigation currently pending against the Company relates
to matters that have arisen in the ordinary course of business and the Company believes that such matters will not have a
material adverse effect on its consolidated financial condition, results of operations or cash flows.

Refer to Note 17 of the notes to the consolidated financial statements for further information on our legal proceedings.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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Part 11

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock is currently listed on the NYSE under the symbol “HLYN.” Prior to the consummation of the Business
Combination, our common stock was listed on the NYSE under the symbol “SHLL.”

Holders

As of February 17, 2023, there were 84 holders of record of our Common Stock. A greater number of holders of our common
stock are “street name” or beneficial holders, whose shares are held by banks, brokers and other financial institutions.

Dividend Policy

We have not paid any cash dividends on our common stock to date. We may retain future earnings, if any, for future operations,
expansion and debt repayment and have no current plans to pay cash dividends for the foreseeable future. Any decision to
declare and pay dividends in the future will be made at the discretion of our Board of Directors and will depend on, among
other things, our results of operations, financial condition, cash requirements, contractual restrictions and other factors that the
Board may deem relevant. In addition, our ability to pay dividends may be limited by covenants of any existing and future
outstanding indebtedness we or our subsidiaries incur. We do not anticipate declaring any cash dividends to holders of the
common stock in the foreseeable future.

Stock Performance Graph

This performance graph shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or incorporated by reference into any filing of Hyliion under the Securities Act of 1933, as
amended (the “Securities Act”), or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.

The following graph shows a comparison, from January 1, 2020 through December 31, 2022, of the cumulative total return on
our common stock, the NASDAQ Composite Index and the S&P American SmallCap Capital Goods Index. Data for the
NASDAQ Composite Index and the S&P American SmallCap Capital Goods Index assumes an investment of $100 on January
1, 2020 and reinvestment of dividends.
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Recent Sales of Unregistered Equity Securities

In connection with the acquisition of assets from General Electric Company, acting solely by and through its GE Additive
business unit, on September 26, 2022, we issued an aggregate of 5,500,000 shares of our common stock (the “Share
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Consideration”) to General Electric Company as a portion of the consideration for the assets. Such shares were issued pursuant
to an exemption from registration provided by Section 4(a)(2) of the Securities Act of 1933, as amended.

ITEM 6. RESERVED

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in
conjunction with the consolidated financial statements and related notes thereto included elsewhere in this Form 10-K. Dollar
amounts in this discussion are expressed in millions, except as otherwise noted. The following discussion contains forward-
looking statements that reflect future plans, estimates, beliefs and expected performance. The forward-looking statements are
dependent upon events, risks and uncertainties that may be outside of our control. Our actual results could differ materially
from those discussed in these forward-looking statements. Factors that could cause or contribute to such differences include,
but are not limited to, those identified below and those discussed elsewhere in this Form 10-K, particularly in Part I, Item 14,
Risk Factors. We do not undertake, and expressly disclaim, any obligation to publicly update any forward-looking statements,
whether as a result of new information, new developments or otherwise, except to the extent that such disclosure is required by
applicable law.

For discussion related to changes in financial condition and the results of operations for fiscal year 2020-related items, refer to
Part II, Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report
on Form 10-K for fiscal year 2021, which was filed with the Securities and Exchange Commission on February 24, 2022.

Comparability of Financial Information

Our historical operations and statements of assets and liabilities may not be comparable to our operations and statements of
assets and liabilities as a result of the Business Combination and becoming a public company.

Key Factors Affecting Operating Results

We believe that our performance and future success depend on several factors that present significant opportunities for us but
also pose risks and challenges, including but not limited to those discussed below and in Item 1A “Risk Factors”.

Successful Commercialization of Our Drivetrain Solutions

We began selling our Hybrid system in the fourth quarter of 2021 and sales continued throughout 2022. Our first early
development Hypertruck ERX showcase unit was unveiled on August 31, 2021 at the ACT Expo in Long Beach, California and
throughout 2021 and 2022 we’ve offered potential customers the opportunity to experience its operation in demonstration
events and in real-world applications hauling freight for shippers.

The Hybrid system offers fleets a solution that is easy to install, service and operate. It draws upon the real-world feedback we
have received from customers and the millions of miles logged with the system. Due to shortages of various components caused
by global supply chain disruptions, we experienced longer delivery times for a portion of the orders we received on new Hybrid
systems in 2022. In addition, we continually assess the potential demand impact for the Hybrid system offering in light of
recent changes within the competitive landscape.

In November 2021, we began our Hypertruck ERX roadshow, which consists of numerous technology fleet experiences focused
on demonstrating the features and benefits of the electric powertrain firsthand. The roadshow consists of “Ride and Drive”
events and in-depth product education of the Hypertruck ERX system's features and benefits, including how it enables fleet
decarbonization goals while also reducing total cost of ownership. Our development timeline is expected to extend into late
2023 to allow for design verification and testing inclusive of critical summer and winter seasons, fleet trials with customers, as
well as the accumulation of up to one million miles of operation prior to production.

During 2022 we made significant progress achieving a series of milestones on a development roadmap that we first laid out in
late 2021. We completed assembly of the first verification vehicles early in the year that we subsequently used for design
validation, on-road testing, customer Ride and Drive events and controlled fleet trials with customers. We successfully
completed summer testing of the Hypertruck ERX system by taking four vehicles to Davis Dam in Arizona where they were
subjected to rigorous operation, hauling heavy loads up steep grades and over long distances in temperatures of up to 110
degrees Fahrenheit.

We also deployed verification vehicles into controlled fleet trials with customers, where the trucks are used in standard freight
hauling operations with the fleets’ customers. Fleet trials provide the opportunity for Hyliion engineers and technicians to
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closely monitor vehicles operations and obtain feedback from drivers on how well the powertrain functions. Late in 2022, we
began subjecting verification vehicles to winter testing where we observe system operation in extremely cold conditions.

Prior to beginning commercialization of the Hypertruck ERX system, which is expected in late 2023, we will complete winter
testing, expanded fleet trials with more trucks and more customers and complete required certifications with the California Air
Resources Board, the U.S. Environmental Protection Agency, and the National Highway Traffic Safety Administration.

Supply chain constraints in 2022 were widespread in the trucking industry, causing shortages of semiconductors and other key
components needed for truck production and extending delivery times for new trucks into 2023. We placed orders with Peterbilt
for all chassis needed in 2022 early in the year and secured build slots for the 2023 calendar year to mitigate future potential
supply chain impacts to our Hypertruck ERX development and production schedule. We continue to work closely with our
current supply base to improve delivery of components for the quarters ahead and are diligently seeking alternative sources of
supply for components that meet our technical specifications with shorter lead times.

In late 2023, we plan to first release the Hypertruck ERX system into commercial production leveraging a natural gas engine as
the onboard generator. In the years following, we plan to release the Hypertruck KARNO, our fuel agnostic variant, as the
second phase in the Hyliion journey to a hydrogen-based future. We will also explore other adjacent markets to leverage the
KARNO technology for cost savings and emissions reductions.

We anticipate that a substantial portion of our capital resources and efforts in the near future will be focused on the continued
development and commercialization of our drivetrain solutions and for working capital purposes as we ramp up production
volumes of the Hypertruck ERX system. The amount and timing of our future funding requirements, if any, will depend on
many factors, including the pace and results of our research and development efforts, the breadth of product offerings we plan
to commercialize, the pace of sales and production growth, as well as factors that are outside of our control.

Customer Demand

In 2022, we announced our Founders Program, which enables customers who have committed to our first 210 Hypertruck ERX
units to receive an expanded level of service, fueling, maintenance, and operating support as the trucks become available late in
2023. We believe the Founders Program will give customers a greater level of confidence as they shift from diesel-powered
trucks to trucks with an electrified powertrain. We also believe that the successful completion of testing, validation, and
certification work we are doing ahead of the Hypertruck launch will be an inflection point for orders as some customers are
waiting for final development and certification before placing orders. As these milestones are achieved, we expect to continue
to grow our order backlog for additional truck deliveries in 2024 and beyond. We continue to assess leaders in industry and
sustainability initiatives for inclusion in other early adopter programs.

The Inflation Reduction Act of 2022 was signed into law in August 2022, under which the Hypertruck ERX system will qualify
fleets to receive a 30% tax credit up to $40,000 per vehicle adopted. We expect this incentive to drive further interest in and
demand for the Hypertruck ERX system.

We began selling the Hybrid system in the fourth quarter of 2021 and generated $2.1 million in revenue in 2022 from selling
Hybrid systems, where our powertrain technology is retrofitted onto existing trucks, and full trucks with the Hybrid system pre-
installed. We expect a similar level of demand for our Hybrid system inclusive of Class 8 semi-trucks outfitted with the Hybrid
system in 2023 that we saw in 2022 as customer assess various competing options for electrified powertrains and as the date of
commercialization for the Hypertruck ERX system approaches.
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Key Components of Statements of Operations
Revenue

We currently generate revenues from sales of Hybrid systems for Class 8 semi-trucks and limited quantities of Class 8 semi-
trucks outfitted with the Hybrid system.

Cost of Revenue

Cost of revenue includes all direct costs such as labor and materials, overhead costs, warranty costs and any write-down of
inventory to net realizable value.

Research and Development Expense

Research and development expenses consist primarily of costs incurred for the discovery and development of our electrified
powertrain solutions, which include:

»  personnel-related expenses including salaries, benefits, travel and share-based compensation, for personnel performing
research and development activities;

» fees paid to third parties such as contractors for outsourced engineering services and to consultants;

» expenses related to truck components for development and test vehicles, materials, supplies and other third-party
services;

*  depreciation for equipment used in research and development activities;
» acquired in-process research and development from asset acquisition; and
» allocation of general overhead costs.

We expect to continue to invest in research and development activities to achieve operational and commercial goals and as we
develop new platforms that incorporate our Hypertruck ERX system.

Selling, General and Administrative Expense

Selling, general and administrative expenses consist of personnel-related expenses for our corporate, executive, finance, sales,
marketing and other administrative functions, expenses for outside professional services, including legal, audit and accounting
services, as well as expenses for facilities, depreciation, amortization, travel, sales and marketing costs. Personnel-related
expenses consist of salaries, benefits and share-based compensation. Factors that also affect SG&A expense include the total
number of employees, costs incurred as a result of operating as a public company, including compliance with the rules and
regulations of the U.S. Securities and Exchange Commission, legal, audit, insurance, investor relations activities and other
administrative and professional services.

We expect our selling, general and administrative expenses to remain relatively flat in the near term or increase slowly
compared to 2022 spending levels.

Other Income (Expense)

Other income currently consists primarily of interest income earned on our investments. As a result of our acquisition of the
KARNO generator technology, we plan to assume a government contract with the United States Office of Naval Research that
is not expected to have a material impact on our business.
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Results of Operations
Comparison of Years Ended December 31, 2022 and 2021

The following table summarizes our results of operations on a consolidated basis for the years ended December 31, 2022 and
2021 (in thousands, except share and per share data):

Year Ended December 31,
2022 2021 $ Change % Change
Revenues
Product sales and other $ 2,106 $ 200 $ 1,906 953.0 %
Total revenues 2,106 200 1,906 953.0 %
Cost of revenues
Product sales and other 8,778 2,737 6,041 220.7 %
Total cost of revenues 8,778 2,737 6,041 220.7 %
Gross loss (6,672) (2,537) (4,135) 163.0 %
Operating expenses
Research and development 110,370 58,261 52,109 89.4 %
Selling, general and administrative expenses 41,988 35,299 6,689 18.9 %
Total operating expenses 152,358 93,560 58,798 62.8 %
Loss from operations (159,030) (96,097) (62,933) 65.5 %
Interest income 5,724 779 4,945 634.8 %
Loss on impairment and disposal of assets (19) (730) 711 (97.4)%
Other expense, net (32) — (32) N/A
Net loss $ (153,357) § (96,048) $§  (57,309) 59.7 %
Net loss per share, basic and diluted $ (0.87) $ (0.56) $ (0.31) 554 %
Weighted-average shares outstanding, basic and diluted 175,400,486 172,216,477 3,184,009 1.8 %
Revenue

Sales increased $1.9 million, driven by sales associated with our Hybrid products. We continue to pursue the sale of both
Hybrid systems as well as complete vehicles installed with our Hybrid system.

Cost of Revenues

Cost of revenues increased $6.0 million, driven by costs associated with sales of Hybrid systems. We expect a difference in
timing between recognition of revenues and cost of revenues due to write-down of inventory to net realizable value in periods
prior to sales. The increase in cost of revenues includes:

» Inventory write-downs of $3.2 million attributable to inventory on hand that had a cost higher than its expected net
realizable value;

*  Costs associated with sales of Hybrid systems and class 8 semi-trucks of $2.2 million; and

*  Warranty costs of $0.6 million for estimated costs to administer and maintain the warranty program for labor,
transportation and parts, excluding any contribution from vendors.

Research and Development
Research and development expenses increased $52.1 million primarily due to:

»  $28.8 million related to acquisition of hydrogen and fuel agnostic capable generator technology (“KARNO”) in
September 2022 from General Electric Company's GE Additive business to develop and commercialize the fuel-
agnostic Hypertruck KARNO;

* An increase of $19.0 million for the design and testing of our Hypertruck ERX system including an increase in
expenses related to components, services and personnel as we build out our engineering, operations and supply chain
teams and associated capabilities; and
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*  An increase of $3.4 million for the design and testing of our Hypertruck KARNO system.
Selling, General and Administrative
Selling, general, and administrative expenses increased $6.7 million primarily due to:

*  An increase in personnel and benefits of $5.7 million and software costs of $1.8 million as we continue to grow our
sales and other functions, including expenses associated with CFO transition; partially offset by

* A decrease of $0.5 million for marketing and advertising.
Other Income (Expense)
Total other income increased $5.6 million primarily due to:

e Anincrease of $4.9 million in interest income on investments; and

* A loss on impairment and disposal of assets of $0.7 million for the year ended December 31, 2021.
Cash Flows

Net cash, cash equivalents and restricted cash provided by or used in operating activities, investing activities and financing
activities for is summarized as follows for the periods indicated and should be read in conjunction with our consolidated
financial statements and the notes thereto included in Part II, Item 8 of this Annual Report on Form 10-K (in thousands):

Year Ended December 31,
2022 2021
Cash from operating activities $ (116,877) $§  (80,502)
Cash from investing activities (22,022) (65,991)
Cash from financing activities (78) 15,898

$  (138,977) $  (130,595)

Cash from Operating Activities

For the year ended December 31, 2022, cash flows used in operating activities were $116.9 million. Cash used primarily related
to a net loss of $153.4 million, adjusted for $8.7 million change in working capital accounts and $45.2 million in certain non-
cash expenses (including $28.8 million related to acquired in-process research and development comprised of the noncash
component and the cash component attributable to investing activities, $7.0 million related to share-based compensation, $5.6
million related to inventory write-downs and $2.5 million related to depreciation, amortization and accretion charges).

For the year ended December 31, 2021, cash flows used in operating activities were $80.5 million. Cash used primarily related
to a net loss of $96.0 million, adjusted for $4.2 million changes in working capital accounts and $11.4 million in certain non-
cash expense (including $4.9 million related to share-based compensation, $2.3 million related to inventory write-downs,
$1.8 million related to amortization of investment premiums and discounts, $0.9 million related to depreciation and
amortization, $0.7 million related to non-cash lease expense and $0.7 million related to loss on impairment or disposal of
assets).

Cash from Investing Activities

For the year ended December 31, 2022, cash flows used in investing activities were $22.0 million. Cash used primarily related
to the purchase of investments totaling $268.6 million, the cash component of acquired in-process research and development of
$14.4 million and property and equipment of $2.9 million, partially offset by the sale or maturity of investments of $263.7
million.

For the year ended December 31, 2021, cash flows used in investing activities were $66.0 million. Cash used primarily related
to the purchase of investments totaling $317.8 million, partially offset by the sale or maturity of investments of $254.2 million.

Cash from Financing Activities

For the year ended December 31, 2022, cash flows used in financing activities were $0.1 million. Cash flows were primarily
due to payment of taxes related to net share settlement of equity awards of $0.2 million.

For the year ended December 31, 2021, cash flows provided by financing activities were $15.9 million. Cash flows were
primarily due to proceeds from the exercise of warrants of $16.3 million and proceeds from the exercise of common stock
options of $0.6 million, partially offset by repayment of $0.9 million from a Paycheck Protection Program loan.
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Liquidity and Capital Resources

At December 31, 2022, our current assets were $324.2 million, consisting primarily of cash and cash equivalents of $119.5
million, short-term investments of $193.7 million, and prepaid expenses of $9.8 million. Our current liabilities were $14.7
million primarily comprised of accounts payable, accrued expenses and operating lease liabilities.

We believe the credit quality and liquidity of our investment portfolio as of December 31, 2022 is strong and will provide
sufficient liquidity to satisfy operating requirements, working capital purposes and strategic initiatives. The unrealized gains
and losses of the portfolio may remain volatile as changes in the general interest environment and supply and demand
fluctuations of the securities within our portfolio impact daily market valuations. To mitigate the risk associated with this
market volatility, we deploy a relatively conservative investment strategy focused on capital preservation and liquidity whereby
no investment security may have a final maturity of more than 36 months from the date of acquisition or a weighted average
maturity exceeding 18 months. Eligible investments under the Company’s investment policy bearing a minimum credit rating
of Al, A-1, F1 or higher for short-term investments and A2, A, or higher for longer-term investments include money market
funds, commercial paper, certificates of deposit and municipal securities. Additionally, all of our debt securities are classified as
held-to-maturity as we have the intent and ability to hold these investment securities to maturity, which minimizes any realized
losses that we would recognize prior to maturity. However, even with this approach we may incur investment losses as a result
of unusual or unpredictable market developments, and we may experience reduced investment earnings if the yields on
investments deemed to be low risk decline due to unpredictable market developments. In addition, these unusual and
unpredictable market developments may also create liquidity challenges for certain of the assets in our investment portfolio.

Based on our past performance, we believe our current assets will be sufficient to continue and execute on our business strategy
and meet our capital requirements for the next twelve months. Our primary short-term cash needs are Hypertruck ERX product
development costs and components purchased to support the stated start of production, as well as operating expenses and
production and related costs of Hybrid systems and KARNO development. We plan to stay asset-light and utilize third parties
to perform assembly and manufacturing as we scale.

We expect to continue to incur net losses in the short term, as we continue to execute on our strategic initiatives by (i)
completing the development and commercialization of the electrified drive systems for Class 8 semi-trucks, (ii) scaling the
Company’s operations to meet anticipated demand and (iii) hiring personnel. Further, we plan to develop and commercialize the
fuel agnostic Hypertruck KARNO with an anticipated commercial launch a few years after the Hypertruck ERX. However,
actual results could vary materially and negatively as a result of a number of factors including, but not limited to, those
discussed in Part I, Item 1A. “Risk Factors.”

During the periods presented, we did not have any relationships with unconsolidated organizations or financial partnerships,
such as structured finance or special purpose entities, which were established for the purpose of facilitating off-balance sheet
arrangements.

Contractual Obligations and Capital Resources

We manage our use of cash in the operation of our business to support the execution of our primary strategic goals including the
design, development and sale of electrified powertrain systems for long haul Class 8 semi-trucks. We primarily use cash for
research and development activities, capital investments and general and administrative costs.

Our cash requirements beyond twelve months include:

*  Operating and Finance Leases — Refer to Note 11 of the notes to the consolidated financial statements for further
information of our obligations and the timing of expected payments.

e Warranties — Refer to Note 15 of the notes to the consolidated financial statements for further information of our
obligations. We expect to recognize these costs over a period up to two years from the sale of each Hybrid powertrain
system.

*  Purchase Commitments — Purchase obligations include non-cancelable purchase commitments related to materials
purchase agreements and volume commitments which are entered into from time to time. As of December 31, 2022,
there were no such non-cancelable purchase commitments.

Critical Accounting Policies and Estimates

Our consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”). The preparation of these consolidated financial statements requires us to make estimates
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as
of the balance sheet date, as well as the reported expenses incurred during the reporting period. Management bases its estimates
on historical experience and on various other assumptions believed to be reasonable, the results of which form the basis for
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making judgments about the carrying values of assets and liabilities. Actual results could differ from those estimates, and such
differences could be material to our financial statements.

We believe that the accounting policies discussed below are critical to understanding our historical and future performance, as
these policies relate to the more significant areas involving management’s judgments and estimates.

While our significant accounting policies are described in the notes to our financial statements (see Note 2 in the accompanying
audited consolidated financial statements), we believe that the following accounting policies require a greater degree of
judgment and complexity. Accordingly, these are the policies we believe are the most critical to aid in fully understanding and
evaluating our financial condition and results of operations.

Revenue Recognition

Revenue is comprised of sales of Hybrid systems for Class 8 semi-trucks, Class 8 semi-trucks outfitted with Hybrid systems
and specific other features and services that meet the definition of a performance obligation, including internet connectivity and
data processing. We provide installation services for the Hybrid system onto the customers’ vehicle. The Company’s products
are marketed and sold to end-user fleet customers in North America. When our contracts with customers contain multiple
performance obligations and where material, the contract transaction price is allocated on a relative standalone selling price
basis to each performance obligation.

We recognize revenue on Hybrid system sales and Class 8 semi-trucks outfitted with Hybrid systems upon delivery to, and
acceptance of the vehicle by, the customer, which is when control transfers. Contracts are reviewed for significant financing
components and payments are typically received within 30 days of delivery. The sale of a Hybrid system to an end-use fleet
customer consists of a completed modification to the customer vehicle and the installation services involve significant
integration of the Hybrid system with the customer’s vehicle. Installation services are not distinct within the context of the
contract and together with the sale of the Hybrid system represent a single performance obligation. We do not offer any sales
returns. Amounts billed to customers related to shipping and handling are classified as revenue, and we have elected to
recognize the cost for freight and shipping when control has transferred to the customer as a cost of revenue. Our policy is to
exclude taxes collected from customers from the transaction price of contracts. In the fourth quarter of fiscal 2021, we began
taking deposits to secure future Hypertruck ERX production slots.

When a Class 8 semi-truck outfitted with a Hybrid system is resold to a customer, judgment is required to determine if we are
the principal or agent in the arrangement. We consider factors such as, but not limited to, which entity has the primary
responsibility for fulfilling the promise to provide the specified good or service, which entity has inventory risk before the
specified good or service has been transferred to a customer and which entity has discretion in establishing the price for the
specified good or service. We have determined that we are the principal in transactions involving the resale of Class 8 semi-
trucks outfitted with the Hybrid system. We are in early stages of development, continue to refine our business plans and
consider the resale of Class 8 semi-trucks outfitted with Hybrid systems to constitute ordinary activities from our ongoing major
or central operations.

We have limited sales history of our Hybrid systems and therefore are required to make certain estimates and assumptions with
regard to the recognition of revenue including, among other things, the value of any future performance obligations. We expect
to refine our sales processes, contracts and services as our business matures. Should our business plans, estimates or
assumptions change, a revision to the recognition of revenue may be required including recording receipts from sales of Class 8
semi-trucks as non-operating income in future periods.

Inventories

Inventory is comprised of raw materials, work in process and finished goods. Semi-truck inventory is valued using the specific
identification cost method and all other inventory is valued using the moving-average cost method. Inventory is stated at the
lower of cost or net realizable value. We review our inventory to determine whether its carrying value exceeds the net amount
realizable we expect to receive upon the ultimate sale of the inventory. This requires us to determine the estimated selling price
of inventory less the estimated cost to convert the inventory on-hand into a finished product and other costs, which we
determined includes the cost of installation and validation, to align with the transfer of control to customers in our revenue
policy. Inventory write-downs are first allocated to all other inventory with any residual allocated to semi-truck inventory.

Once inventory is written-down based on a lower of cost or net realizable value analysis, that amount establishes the new
carrying value of inventory if written-down at year end, and subsequent changes in facts and circumstances do not result in the
restoration or increase in that newly established cost basis. Interim impairments are reversed and reassessed at each reporting
period.

During the fourth quarter of 2021, we changed from a research and development phase to a production phase for our Hybrid
system product. Certain costs incurred for components acquired prior to our determination of reaching a commercial stage were
previously expensed as research and development costs, resulting in zero cost basis for those components, which affected the
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moving-average price. However, after inventory impairments recognized on December 31, 2021, inventory values and future
inventory moving average prices will not be significantly affected by those zero cost items. Our current projected costs of
production for inventory items exceeds our sales prices.

Warranties

We provide limited assurance-type warranties under our contracts and do not offer extended warranties. The warranty period
typically extends for the lesser of two years or 200,000 miles following transfer of control and solely relates to correction of
product defects during the warranty period. We recognize the cost of the warranty upon transfer of control based on estimated
and historical claims rates and fulfillment costs, which are variable. Should product failure rates and fulfillment costs differ
from these estimates, material revisions to the estimated warranty liability would be required. Warranty expense is recorded as a
component of cost of revenue.

Acquisitions

To determine whether acquisitions should be accounted for as a business combination or as an asset acquisition, we make
certain judgments which include assessing whether the acquired set of activities and assets meet the definition of a business. If
the acquired set of activities and assets meets the definition of a business, assets acquired and liabilities assumed are required to
be recorded at their respective fair values as of the acquisition date with the excess of the purchase price over the fair value of
the acquired net assets recorded as goodwill. If the acquired set of activities and assets does not meet the definition of a
business, the transaction is recorded as an acquisition of assets and, therefore, any acquired in-process research and
development (“IPR&D”) that does not have an alternative future use is charged to expense at the acquisition date, and no
goodwill is recorded.

The judgments made in determining estimated fair values of assets acquired and liabilities assumed in a business combination
or asset acquisition, as well as estimated asset lives, can materially affect our consolidated results of operations. All assets
acquired in 2022 were valued using level 3 inputs with property and equipment valued using a cost approach and IPR&D
valued using an income approach based on management’s projections. The fair values of assets, including acquired IPR&D, are
determined using information available near the acquisition date based on estimates and assumptions that are deemed
reasonable by management. Significant estimates and assumptions include, but are not limited to, probability of technical
success, revenue growth, future revenues and expenses and discount rate.

Share-Based Compensation

We account for share-based payments that involve the issuance of shares of our common stock to employees and nonemployees
and meet the criteria for share-based awards as share-based compensation expense based on the grant-date fair value of the
award. The Company has elected to recognize the adjustment to share-based compensation expense in the period in which
forfeitures occur. We recognize compensation expense for awards with only service conditions on a straight-line basis over the
requisite service period for the entire award.

If factors change, and we utilize different assumptions including the probability of achieving performance conditions, share-
based compensation cost on future award grants may differ significantly from share-based compensation cost recognized on
past award grants. Future share-based compensation cost will increase to the extent that we grant additional share-based awards
to employees and nonemployees. If there are any modifications or cancellations of the underlying unvested securities, we may
be required to accelerate any remaining unearned share-based compensation cost or incur incremental cost. Share-based
compensation cost affects our research and development and selling, general and administrative expenses.

Income Taxes

We recognize deferred taxes for temporary differences between the basis of assets and liabilities for financial statement and
income tax purposes. At December 31, 2022, we had federal net operating loss carryforwards of $229.5 million and state net
operating loss carryforwards of $12.5 million that expire in various years starting in 2036. The Company also has R&D credits
of $4.1 million that begin to expire in 2037.

Under Section 382 of the Code, substantial changes in our ownership may result in an annual limit on the amount of net
operating loss carryforwards that could be utilized in the future to offset our taxable income. Generally, this limitation may arise
in the event of a cumulative change in ownership of more than 50% within a three-year period. We have completed such
analysis and determined that such ownership changes occurred in 2017 and 2021. This will limit the usage of our 2017 and
prior year net operating losses, and will cause $2.0 million of such losses to expire unused, regardless of future taxable income.
The ownership changes in 2021 will not limit usage of net operating losses. No other such ownership changes have occurred
through December 31, 2022. Due to this, as well as our overall profitability estimate as noted above, we have recorded a full
valuation allowance related to our net operating loss carryforwards and other deferred tax assets due to the uncertainty of the
ultimate realization of the future benefits of those assets.
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New and Recently Adopted Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”) or other
standard setting bodies that are adopted by us as of the specified effective date. Unless otherwise discussed, we believe that the
impact of recently issued standards that are not yet effective will not have a material impact on our financial position or results
of operations under adoption.

See Recent Accounting Pronouncements issued, not yet adopted under Note 2 — Summary of Significant Accounting Policies in
the notes to the 2022 consolidated financial statements for more information about recent accounting pronouncements, the
timing of their adoption and our assessment, to the extent we have made one, of their potential impact on our financial
condition and results of operations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to a variety of market and other risks, including the effects of changes in interest rates and inflation, as well as
risks to the availability of funding sources, hazard events and specific asset risks.

Interest Rate Risk

We hold cash and cash equivalents for working capital purposes. As of December 31, 2022, we had a cash balance of $119.5
million, consisting of operating and money market accounts, which are not affected by changes in the general level of U.S.
interest rates. We do not have material exposure to interest rate risk with respect to cash and cash equivalents as these are all
highly liquid investments with a maturity date of 90 days or less at the time of purchase.

A hypothetical change in prevailing interest rates of 10 basis points would have increased or decreased our unrealized gain or
loss on our short-term and long-term investments for the years ended December 31, 2022 and 2021 by $0.2 million and $0.1
million, respectively.

Inflation Risk

We do not believe that inflation currently has a material effect on our business. Inflation may become a greater risk in the event
of changes in current economic and governmental fiscal policy.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Hyliion Holdings Corp.

Opinion on the financial statements

We have audited the accompanying consolidated balance sheets of Hyliion Holdings Corp. (a Delaware corporation) and
subsidiaries (the “Company”) as of December 31, 2022 and 2021, the related consolidated statements of operations, changes in
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2022, and the related notes
(collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of its operations and its cash
flows for each of the three years in the period ended December 31, 2022, in conformity with accounting principles generally
accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(“PCAOB”), the Company’s internal control over financial reporting as of December 31, 2022, based on criteria established in
the 2013 Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSQO”), and our report dated February 28, 2023 expressed an unqualified opinion.

Basis for opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical audit matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that
was communicated or required to be communicated to the audit committee and that: (1) relates to accounts or disclosures that
are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The
communication of critical audit matters does not alter in any way our opinion on the financial statements, taken as a whole, and
we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the
accounts or disclosures to which it relates.

Valuation of IPR&D

As described further in Note 3 to the financial statements, in September 2022 the Company acquired certain assets of General
Electric Company’s GE Additive business. As a result of the Acquisition, the Company acquired in-process research and
development (“IPR&D”) with an estimated fair value of $28.8 million. We identified the valuation of IPR&D as a critical audit
matter.

The principal considerations for our determination that performing procedures relating to the valuation of acquired IPR&D is a
critical audit matter are the high degree of auditor judgment, subjectivity, and effort in performing procedures and evaluating
management's significant assumptions used in developing the revenue growth rate and discount rate related to the acquired
IPR&D. In addition, there is limited historical information available to evaluate the reasonableness of the revenue growth rate
and discount rate.

Our audit procedures related to the valuation of acquired [IPR&D included the following:

*  We tested the operating effectiveness of controls relating to accounting for the transaction, including management's
valuation of acquired [IPR&D and the development of the revenue growth rate and discount rate.



Table of Contents

*  We evaluated the reasonableness of the revenue growth rate by comparing to external market and industry data, as well
as to evidence obtained in other areas of the audit.

*  We utilized an internal valuation specialist to assist in evaluating the appropriateness of management’s valuation
methodology and the reasonableness of the discount rate.

*  We evaluated the qualifications of the third-party valuation firm engaged by the Company based on their knowledge,
skill, and ability.
/s/ GRANT THORNTON LLP

We have served as the Company’s auditor since 2020.

Dallas, Texas
February 28, 2023
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HYLIION HOLDINGS CORP.
CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands, except share data)

Assets
Current assets
Cash and cash equivalents
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Short-term investments

Total current assets

Property and equipment, net
Operating lease right-of-use assets
Intangible assets, net

Other assets

Long-term investments

Total assets

Liabilities and stockholders’ equity

Current liabilities
Accounts payable
Current portion of operating lease liabilities
Accrued expenses and other current liabilities

Total current liabilities
Operating lease liabilities, net of current portion
Other liabilities

Total liabilities

Commitments and contingencies (Note 17)

Stockholders’ equity

Common stock, $0.0001 par value; 250,000,000 shares authorized; 179,826,309 and
173,468,979 shares issued and outstanding at December 31, 2022 and 2021, respectively

Additional paid-in capital
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

December 31,

2022 2021
§ 119,468 § 258,445
1,136 70
74 114
9,795 9,068
193,740 118,787
324,213 386,484
5,606 2,235
6,470 7,734
200 235
1,686 1,535
108,568 180,217
§ 446,743 § 578,440
$ 2,800 $ 7,455
347 21
11,535 7,759
14,682 15,235
6,972 8,623
1,515 667
23,169 24,525
18 17
397,810 374,795
25,746 179,103
423,574 553,915
$ 446,743 $§ 578,440

The accompanying notes are an integral part of these consolidated financial statements.
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HYLIION HOLDINGS CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollar amounts in thousands, except share and per share data)

Revenues
Product sales and other
Total revenues
Cost of revenues
Product sales and other
Total cost of revenues
Gross loss
Operating expenses
Research and development
Selling, general and administrative expenses
Total operating expenses
Loss from operations
Interest expense
Interest income
Loss on impairment and disposal of assets
Change in fair value of convertible notes payable derivative liabilities
Change in fair value of warrant liabilities
Other expense, net
Loss on extinguishment of debt
Net (loss) income

Net (loss) income per share, basic

Net loss per share, diluted

Weighted-average shares outstanding, basic

Weighted-average shares outstanding, diluted

Year Ended December 31,

2022 2021 2020
$ 2,106 $ 200 $ —
2,106 200 —
8,778 2,737 —
8,778 2,737 —
(6,672) (2,537) —
110,370 58,261 12,598
41,988 35,299 9,585
152,358 93,560 22,183
(159,030) (96,097) (22,183)
— — (5,465)
5,724 779 6
(19) (730) —
— — (1,358)
— — 363,299
(32) — (12)
— — (10,170)
$ (153,357) § (96,048) § 324,117
$ (0.87) $ (0.56) $ 3.11

$ 0.87) $ (0.56) $ (0.35)

175,400,486

172,216,477

104,324,059

175,400,486

172,216,477

112,570,960

The accompanying notes are an integral part of these consolidated financial statements.
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Balance at December 31, 2019
Exercise of common stock options

Conversion of convertible notes payable to
common stock

Business Combination and PIPE financing

Common stock issued for warrants exercised,
net of issuance cost

Redemption of unexercised warrants
Share-based compensation

Net income

Balance at December 31, 2020

Exercise of common stock options and vesting
of restricted stock units, net

Common stock issued for warrants exercised,
net of issuance costs

Share-based compensation

Net loss

Balance at December 31, 2021

Issuance of common stock for acquisition

Exercise of common stock options and vesting
of restricted stock units, net

Share-based compensation
Net loss
Balance at December 31, 2022

HYLIION HOLDINGS CORP.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(Dollar amounts in thousands, except share data)

Additional Retained Total
Common Stock Paid-In Earnings Stockholders’
Shares Par Value Capital (Deficit) Equity (Deficit)
86,762,463 $ 9 8 30,888 $ (48,966) $ (18,069)
1,112,160 — 121 — 121
4,404,367 — 44,039 — 44,039
61,622,839 6 153,147 — 153,153
15,414,592 4 136,512 — 136,516
— — (3) — (3)
— — 294 — 294
— — — 324,117 324,117
169,316,421 19 364,998 275,151 640,168
3,781,023 (2) 593 — 591
371,535 — 4,282 — 4,282
— — 4,922 — 4,922
— — — (96,048) (96,048)
173,468,979 17 374,795 179,103 553,915
5,500,000 1 16,114 — 16,115
857,330 — (78) — (78)
— — 6,979 — 6,979
— — — (153,357) (153,357)
179,826,309 $ 18 $§ 397,810 $§ 25746 $ 423,574

The accompanying notes are an integral part of these consolidated financial statements.
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HYLIION HOLDINGS CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)

Year Ended December 31,
2022 2021 2020
Cash Flows from Operating Activities
Net (loss) income $ (153357) §$ (96,048) $ 324,117
Adjustments to reconcile net (loss) income to net cash used in operating activities:
Depreciation and amortization 1,227 884 850
Amortization of investment premiums and discounts 1,250 1,816 —
Loss on extinguishment of debt — — 10,170
Noncash lease expense 1,244 731 928
Inventory write-down 5,641 2,298 —
Loss on impairment and disposal of assets 19 730 —
Paid-in-kind interest on convertible notes payable — — 1,085
Amortization of debt discount — — 4,237
Share-based compensation 6,979 4,922 294
Provision for doubtful accounts 114 — —
Change in fair value of convertible notes payable derivative liabilities — — 1,358
Change in fair value of warrant liability — — (363,299)
Acquired in-process research and development (Note 3) 28,752 — —
Change in operating assets and liabilities, net of effects of business acquisition:
Accounts receivable (1,180) 22 53
Inventory (5,601) (2,280) (132)
Prepaid expenses and other assets (571) 475) (8,150)
Accounts payable (4,660) 5,319 734
Accrued expenses and other liabilities 4,571 2,155 5,764
Operating lease liabilities (1,305) (576) (953)
Net cash used in operating activities (116,877) (80,502) (22,944)
Cash Flows from Investing Activities
Purchase of property and equipment and other (2,885) (2,380) (311)
Proceeds from sale of property and equipment 152 45 22
Purchase of in-process research and development (14,428) — —
Payments for security deposit, net — 29) —
Purchase of investments (268,584) (317,807) (237,851)
Proceeds from sale and maturity of investments 263,723 254,180 —
Net cash used in investing activities (22,022) (65,991) (238,140)
Cash Flows from Financing Activities
Business Combination and PIPE financing, net of issuance costs paid — — 516,454
Proceeds from exercise of stock warrants, net of issuance costs — 16,257 124,536
Proceeds from convertible notes payable issuance and derivative liabilities — — 3,200
(Payments for)/proceeds from Paycheck Protection Program loan — (908) 908
Payments for deferred financing costs — — (468)
Repayments on finance lease obligations — (42) (247)
Proceeds from exercise of common stock options 79 591 121
Taxes paid related to net share settlement of equity awards (157) — —
Net cash (used in) provided by financing activities (78) 15,898 644,504
Net (decrease) increase in cash and cash equivalents and restricted cash (138,977) (130,595) 383,420
Cash and cash equivalents and restricted cash, beginning of period 259,110 389,705 6,285
Cash and cash equivalents and restricted cash, end of period $ 120,133 $ 259,110 $ 389,705

The accompanying notes are an integral part of these consolidated financial statements.
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HYLIION HOLDINGS CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, except as separately indicated)

Note 1. Description of Organization and Business Operations and Basis of Presentation
Overview

Hyliion Holdings Corp. is a Delaware corporation headquartered in Cedar Park, Texas. References to the “Company,”
“Hyliion,” “we,” or “us” in this report refer to Hyliion Holdings Corp. and its wholly-owned subsidiary, unless expressly
indicated or the context otherwise requires.

The Company designs and develops hybrid and fully electric powertrain systems for Class 8 semi-trucks, which modify semi-
tractors into hybrid and range-extending electric vehicles, respectively. The Company’s hybrid system utilizes intelligent
electric drive axles with advanced algorithms and battery technology to optimize vehicle performance, enabling fleets to access
an easy, efficient way to decrease fuel expenses, lower emissions and/or improve vehicle performance (“Hybrid”). The
Hypertruck ERX™ system utilizes an intelligent electric powertrain with advanced algorithms to optimize emissions
performance and efficiency with no new infrastructure required. The Hypertruck ERX system enables fleets to reduce the cost
of ownership while providing the ability to deliver net-negative carbon emissions when fueled by renewable natural gas, and
operate fully electric when needed. The Company recently launched its commercial Hybrid system, and the Hypertruck ERX
system is in the design verification phase. The Company recently acquired new fuel agnostic capable generator technology with
which it plans to develop and commercialize as the Hypertruck KARNO.

Basis of Presentation and Principles of Consolidation

On October 1, 2020 (the “Closing Date”), Tortoise Acquisition Corp (“TortoiseCorp”) entered into a business combination
agreement (the “Business Combination”) with each of the sharcholders of Hyliion Inc. (“Legacy Hyliion”). Pursuant to the
Business Combination, TortoiseCorp acquired all of the issued and outstanding shares of common stock from the Legacy
Hyliion shareholders. In connection with the closing of the transaction, Tortoise Corp. changed its name to Hyliion Holdings
Corp. For more information on this transaction see Note 4.

On the Closing Date, and in connection with the closing of the Business Combination, TortoiseCorp changed its name to
Hyliion Holdings Corp. (the “Company” or “Hyliion”) and the Company’s common stock began trading on the New York
Stock Exchange under the ticker symbol HYLN. Legacy Hyliion was deemed the accounting acquirer in the Business
Combination based on an analysis of the criteria outlined in Accounting Standards Codification (“ASC”) 805. The
determination was primarily based on Legacy Hyliion’s shareholders prior to the Business Combination having a majority of
the voting interests in the combined company, Legacy Hyliion’s board of directors comprising a majority of the board of
directors of the combined company, Legacy Hyliion’s existing shareholders’ control over decisions regarding the election and
removal of directors and officers of the combined company’s board of directors, and Legacy Hyliion’s senior management
comprising the senior management of the combined company. Accordingly, for accounting purposes, the Business Combination
was treated as the equivalent of Legacy Hyliion issuing stock for the net assets of TortoiseCorp, accompanied by a
recapitalization. The net assets of TortoiseCorp are stated at historical cost, with no goodwill or other intangible assets recorded.

While TortoiseCorp was the legal acquirer in the Business Combination, because Legacy Hyliion was deemed the accounting
acquirer, the historical financial statements of Legacy Hyliion became the historical financial statements of the combined
company, upon the consummation of the Business Combination. As a result, the financial statements included in this report
reflect (i) the historical operating results of Legacy Hyliion prior to the Business Combination; (ii) the combined results of
TortoiseCorp and Legacy Hyliion following the closing of the Business Combination; (iii) the assets and liabilities of Legacy
Hyliion at their historical cost; and (iv) the Company’s equity structure for all periods presented.

In accordance with guidance applicable to these circumstances, the equity structure has been restated in all comparative periods
up to the Closing Date, to reflect the number of shares of the Company’s common stock, $0.0001 par value per share, issued to
Legacy Hyliion shareholders and Legacy Hyliion convertible noteholders in connection with the recapitalization transaction. As
such, the shares and corresponding capital amounts and earnings per share related to Legacy Hyliion redeemable convertible
preferred stock and Legacy Hyliion common stock prior to the Business Combination have been retroactively restated as shares
reflecting the exchange ratio established in the Business Combination.

The accompanying consolidated financial statements include the accounts of Hyliion Holdings Corp. and its wholly-owned
subsidiary. Intercompany transactions and balances have been eliminated upon consolidation. The consolidated financial
statements and accompanying notes have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”) and in accordance with the rules and regulations of the Unites States Securities and
Exchange Commission (“SEC”). Any reference in these footnotes to the applicable guidance is meant to refer to the
authoritative GAAP as found in the Accounting Standards Codification and Accounting Standards Updates (“ASU”) of the
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Financial Accounting Standards Board (“FASB”). Certain prior period balances have been reclassified to conform to the current
period presentation in the consolidated financial statements and the accompanying notes.

Liquidity
These consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of

assets and settlement of liabilities in the normal course of business. The Company is an early-stage growth company and has
generated negative cash flows from operating activities since inception.

On October 1, 2020, the Company consummated the Business Combination and raised net proceeds of $516.5 million net of
transaction costs and expenses. At December 31, 2020, all outstanding warrants were either exercised or redeemed, with gross
proceeds of $140.8 million raised, of which $16.3 million was collected during the first quarter of 2021 (see Note 9). At
December 31, 2022, the Company had total equity of $423.6 million, inclusive of cash and cash equivalents of $119.5 million
and total investments of $302.3 million. Based on this, the Company has sufficient funds to continue to execute its business
strategy for the next twelve months from the issuance date of the financial statements included in this Annual Report on Form
10-K.

Note 2. Summary of Significant Accounting Policies
Use of Estimates and Uncertainty of the Coronavirus Pandemic

The preparation of financial statements in conformity with GAAP requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the
balance sheet date, as well as reported amounts of expenses during the reporting period. The Company’s most significant
estimates and judgments involve revenue recognition, inventory, warranties, acquisitions, income taxes and valuation of share-
based compensation, including the fair value of common stock prior to the Business Combination. Management bases its
estimates on historical experience and on various other assumptions believed to be reasonable, the results of which form the
basis for making judgments about the carrying values of assets and liabilities. Actual results could differ from those estimates,
and such differences could be material to the Company’s consolidated financial statements.

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a “Public Health Emergency of
International Concern” and on March 11, 2020, declared the coronavirus outbreak a pandemic. In mid-March 2020, United
States (“U.S.”) State Governors, local officials and leaders outside of the U.S. began ordering various “shelter-in-place” orders,
which have had various impacts on the U.S. and global economies. The lingering impacts of the coronavirus pandemic
primarily include ongoing shortages in the transportation industry supply chain.

Segment Information

ASC 280, Segment Reporting, defines operating segments as components of an enterprise where discrete financial information
is available that is evaluated regularly by the chief operating decision-maker (“CODM?”) in deciding how to allocate resources
and in assessing performance. The Company operates as a single operating segment. The Company’s CODM is the chief
executive officer, who has ultimate responsibility for the operating performance of the Company and the allocation of
resources. The CODM uses cash flows as the primary measure to manage the business and does not segment the business for
internal reporting or decision making.

Concentration of Supplier Risk

The Company is dependent on certain suppliers, the majority of which are single source suppliers, and the inability of these
suppliers to deliver necessary components of the Company’s products in a timely manner at prices, quality levels and volumes
that are acceptable, or the Company’s inability to efficiently manage these components from these suppliers, could have a
material adverse effect on the Company’s business, prospects, financial condition and operating results.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity date of 90 days or less at the time of purchase to be cash
and cash equivalents only if in checking, savings or money market accounts. Cash and cash equivalents include cash held in
banks and money market accounts and are carried at cost, which approximates fair value. The Company maintains cash in
excess of federally insured limits at financial institutions, which it believes are of high credit quality and has not incurred any
losses related to these balances to date. The Company believes its credit risk, with respect to these financial institutions to be
minimal.
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Restricted Cash

The Company has provided its corporate headquarters lessor with a letter of credit for $0.7 million to secure the performance of
the Company's lease obligations, backed by a restricted cash deposit to pay any draws on the letter of credit by the lessor. Total
cash and cash equivalents and restricted cash as presented in the consolidated statements of cash flows is summarized as
follows:

December 31, December 31, December 31, December 31,

2022 2021 2020 2019
Cash and cash equivalents $ 119,468 $ 258,445 $ 389,705 $ 6,285
Restricted cash included in other assets 665 665 — —
$ 120,133 § 259,110 § 389,705 $ 6,285

Accounts Receivable

Accounts receivable are stated at a gross invoice amount, net of an allowance for doubtful accounts. The allowance for doubtful
accounts is maintained at a level considered adequate to provide for potential account losses on the balance based on the
Company’s evaluation of the anticipated impact of current economic conditions, changes in the character and size of the
balance, past and expected future loss experience and other pertinent factors. At December 31, 2022 and 2021, accounts
receivable included amounts receivable from customers of $1.1 million and $45.0 thousand, respectively. At December 31,
2022 and 2021, allowance for doubtful accounts on customer receivables were $0.1 million and nil, respectively.

The portion of our net accounts receivable from significant customers is summarized as follows:

December 31,

2022 2021 2020
Customer A 82 % 100 % — %
Customer B — — —
Customer C 12 — —
94 % 100 % — %

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit
Losses of Financial Instruments, which, together with subsequent amendments, amends the requirement on the measurement
and recognition of expected credit losses for financial assets held to replace the incurred loss model for financial assets
measured at amortized cost and require entities to measure all expected credit losses for financial assets held at the reporting
date based on historical experience, current conditions and reasonable and supportable forecasts. We adopted ASU 2016-13
during the year ended December 31, 2021 and there was no material impact on the consolidated financial statements.

Investments

The Company’s investments consist of corporate bonds, U.S. treasury and agency securities, state and local municipal bonds
and commercial paper, all of which are classified as held-to-maturity, with a maturity date of 36-months or less at the time of
purchase. The Company determines the appropriate classification of investments at the time of purchase and re-evaluates such
designation as of each balance sheet date. Investments are classified as held-to-maturity when the Company has the positive
intent and ability to hold the securities to maturity. Held-to-maturity securities are stated at amortized cost, adjusted for
amortization of premiums and accretion of discounts to maturity. Such amortization, along with interest, is included in interest
income. The Company uses the specific identification method to determine the cost basis of securities sold.

Investments are impaired when a decline in fair value is judged to be other-than-temporary. The Company evaluates
investments for impairment by considering the length of time and extent to which market value has been less than cost or
amortized cost, the financial condition and near-term prospects of the issuer as well as specific events or circumstances that
may influence the operations of the issuer and the Company’s intent to sell the security or the likelihood that it will be required
to sell the security before recovery of the entire amortized cost. Once a decline in fair value is determined to be other-than-
temporary, an impairment charge is recorded to other income (expense) and a new cost basis in the investment is established.
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Fair Value Measurements

ASC 820, Fair Value Measurements, clarifies that fair value is an exit price, representing the amount that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants. As such, fair value is a market-
based measurement that should be determined based upon assumptions that market participants would use in pricing an asset or
liability. As a basis for considering such assumptions, ASC 820 establishes a three-tier fair value hierarchy, which prioritizes
the inputs used in measuring fair value as follows:

Level I: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the Company can access at the
measurement date;

Level II: Significant other observable inputs other than level 1 prices such as quoted prices for similar assets or liabilities,
quoted prices in markets that are not active or other inputs that are observable or can be corroborated by observable market
data; and

Level III' Significant unobservable inputs that reflect the Company’s own assumptions about the assumptions that market
participants would use in pricing an asset or liability.

An asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs and
minimize the use of unobservable inputs.

The Company believes its valuation methods are appropriate and consistent with other market participants, however the use of
different methodologies or assumptions to determine the fair value of certain financial instruments could result in a different
fair value measurement at the reporting date.

The Company’s financial instruments consist of cash and cash equivalents and restricted cash, accounts receivable, investments,
accounts payable and accrued expenses. The carrying value of cash and cash equivalents and restricted cash, accounts
receivable, accounts payable and accrued expenses approximates fair value because of the short-term nature of those
instruments. The fair value of investments are based on quoted prices for identical or similar instruments in markets that are not
active. As a result, investments are classified within Level II of the fair value hierarchy.

Inventories

Inventory is comprised of raw materials, work in process and finished goods and includes the cost of raw materials, freight,
direct and indirect labor and allocations of other conversion costs and overhead. Semi-truck inventory is valued using the
specific identification cost method and all other inventory is valued using the moving-average cost method. Inventory is stated
at the lower of cost or net realizable value. We review our inventory to determine whether its carrying value exceeds the net
amount realizable we expect to receive upon the ultimate sale of the inventory. This requires us to determine the estimated
selling price of inventory less the estimated cost to convert the inventory on-hand into a finished product and other costs, which
we determined includes the cost of installation and validation, to align with the transfer of control to customers in our revenue
policy. Inventory write-downs are first allocated to all other inventory with any residual allocated to semi-truck inventory.

Once inventory is written-down based on a lower of cost or net realizable value analysis, that amount establishes the new
carrying value of inventory if written-down at year end, and subsequent changes in facts and circumstances do not result in the
restoration or increase in that newly established cost basis. Interim impairments are reversed and reassessed at each reporting
period.

During the fourth quarter of 2021, we changed from a research and development phase to a production phase for our Hybrid
system product. Certain costs incurred for components acquired prior to our determination of reaching a commercial stage were
previously expensed as research and development costs, resulting in zero cost basis for those components, which affected the
moving-average price. However, after inventory impairments recognized on December 31, 2021, inventory values and future
inventory moving average prices will not be significantly affected by those zero cost items. Our current projected costs of
production for inventory items exceeds our sales prices, and as a result of impairments, costs recognized on sales in subsequent
periods will be lower until the impaired inventory has been sold or otherwise disposed.

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets include prepaid insurance, rent and supplies, which are expected to be recognized,
received or realized within the next 12 months.
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Property and Equipment, Net

Property and equipment, net is stated at cost less accumulated depreciation, or if acquired in a business combination, at
allocated fair value at the date of acquisition. Depreciation is calculated using the straight-line method, based upon the
following estimated useful lives:

Production machinery and equipment 2 to 7 years

Vehicles 3 to 7 years
Leasehold improvements shorter of lease term or 7 years
Demo fleet systems 2 to 3 years
Furniture and fixtures 3 years

Computers and related equipment 3 to 7 years

Major renewals and improvements are capitalized, while replacements, maintenance and repairs, which do not improve or
extend the lives of the respective assets, are expensed as incurred. When property and equipment is retired or otherwise
disposed of, the related cost and accumulated depreciation are removed from the accounts, and any gain or loss on the
disposition is recorded in the consolidated statement of operations as a component of other income (expense). All long-lived
assets are located in the United States.

Intangible Assets, Net

Intangible assets consist of developed technology and a non-compete agreement and are amortized over their estimated useful
lives which range from three to six years.

Impairment of Long-Lived Assets

The Company reviews long-lived assets, including property and equipment and intangible assets with definite lives, for
impairment whenever events or changes in circumstances indicate that an asset group’s carrying amount may not be
recoverable. The Company conducts its long-lived asset impairment analysis in accordance with ASC 360-10, Impairment or
Disposal of Long-Lived Assets, which requires the Company to group assets and liabilities at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets and liabilities and evaluate the asset group
against the sum of the undiscounted future cash flows. If the undiscounted cash flows do not indicate the carrying amount of the
asset group is recoverable, an impairment charge is measured as the amount by which the carrying amount of the asset group
exceeds its fair value.

Revenue

The Company follows five steps to recognize revenue from contracts with customers under ASC 606, Revenue from Contracts
with Customers, which are:

»  Step 1: Identify the contract(s) with a customer;

»  Step 2: Identify the performance obligations in the contract;

»  Step 3: Determine the transaction price;

»  Step 4: Allocate the transaction price to the performance obligations in the contract; and
»  Step 5: Recognize revenue when (or as) a performance obligation is satisfied.

Revenue is comprised of sales of Hybrid systems for Class 8 semi-trucks, Class 8 semi-trucks outfitted with Hybrid systems
and specific other features and services that meet the definition of a performance obligation, including internet connectivity and
data processing. We provide installation services for the Hybrid system onto the customers’ vehicle. The Company’s products
are marketed and sold to end-user fleet customers in North America. When our contracts with customers contain multiple
performance obligations and where material, the contract transaction price is allocated on a relative standalone selling price
basis to each performance obligation.

We recognize revenue on Hybrid system sales and Class 8 semi-trucks outfitted with Hybrid systems upon delivery to, and
acceptance of the vehicle by, the customer, which is when control transfers. Contracts are reviewed for significant financing
components and payments are typically received within 30 days of delivery. The sale of a Hybrid system to an end-use fleet
customer consists of a completed modification to the customer vehicle and the installation services involve significant
integration of the Hybrid system with the customer’s vehicle. Installation services are not distinct within the context of the
contract and together with the sale of the Hybrid system represent a single performance obligation. We do not offer any sales
returns. Amounts billed to customers related to shipping and handling are classified as revenue, and we have elected to
recognize the cost for freight and shipping when control has transferred to the customer as a cost of revenue. Our policy is to
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exclude taxes collected from customers from the transaction price of contracts. In the fourth quarter of fiscal 2021, we began
taking deposits to secure future Hypertruck ERX production slots. Such deposits were immaterial at December 31, 2022 and
2021.

When a Class 8 semi-truck outfitted with a Hybrid system is resold to a customer, judgment is required to determine if we are
the principal or agent in the arrangement. We consider factors such as, but not limited to, which entity has the primary
responsibility for fulfilling the promise to provide the specified good or service, which entity has inventory risk before the
specified good or service has been transferred to a customer and which entity has discretion in establishing the price for the
specified good or service. We have determined that we are the principal in transactions involving the resale of Class 8 semi-
trucks outfitted with the Hybrid system.

The disaggregation of our revenue sources is summarized as follows and is attributable to the U.S.:

Year Ended December 31,
2022 2021 2020
Hybrid systems and other $ 1,082 $ 60 $ —
Class 8 semi-truck prepared for Hybrid system upfit 1,024 140 —
Total product sales and other $ 2,106 $ 200 $ —
The portion of our revenues from significant customers is summarized as follows:
Year Ended December 31,
2022 2021 2020
Customer A 60 % 100 % — %
Customer B 10 — —
70 % 100 % — %

Leases

Lessee: We determine if an arrangement is a lease at inception of the contract. Operating leases are included in operating lease
right-of-use (“ROU”) assets, current portion of operating lease liabilities, and operating lease liabilities, net of current portion in
the accompanying consolidated balance sheets. We have lease agreements with lease and non-lease components, and have
elected to utilize the practical expedient to account for lease and non-lease components together as a single combined lease
component.

ROU assets represent the Company’s right to use underlying assets for the lease term, and lease liabilities represent the
Company’s obligation to make lease payments arising from the leases. ROU assets and lease liabilities are recognized at the
commencement date based on the present value of lease payments over the lease term. The discount rate used to calculate the
present value for lease payments is the Company’s incremental borrowing rate, which is determined based on information
available at lease commencement and is equal to the rate of interest that the Company would have to pay to borrow on a
collateralized basis over a similar term in an amount equal to the lease payments in a similar economic environment. The
Company uses the implicit rate when readily determinable.

The Company’s real estate leases may include one or more options to renew, with the renewal extending the lease term for an
additional one to five years. The exercise of lease renewal option is at the Company’s sole discretion. In general, the Company
does not consider renewal options to be reasonably likely to be exercised, therefore renewal options are generally not
recognized as part of the ROU assets and lease liabilities. Lease costs for lease payments are recognized on a straight-line basis
over the lease term, unless there is a transfer of title or purchase option reasonably certain to be exercised. The Company does
not record operating leases with an initial term of twelve months or less (“short-term leases”) in the consolidated balance sheets.

The Company’s vehicle and equipment leases may include transfer rights or options to purchase at the end of the lease that the
Company is reasonably certain to exercise. Interest expense is recognized using the effective interest rate method, and the ROU
asset is amortized over the useful life of the underlying asset.

Lessor: The Company also enters into arrangements whereby space within the real estate is subleased. At the lease
commencement date these subleases are recognized as operating leases. Operating leases are recognized on a straight-line basis
over the lease term.

The Company has entered into various trial and evaluation agreements that contain an operating lease component that is within
the scope of ASC 842, Leases (“ASC 842”). These agreements also contain non-lease components related to certain stand-ready
services where control transfers over time over the same period and based on the same pattern as the lease component. Because
the Company has determined the lease component is the most predominant component of the arrangement and the timing and
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pattern of transfer for the lease and non-lease components associated with the lease component are the same, the Company has
decided to elect the practical expedient not to separate the lease and non-lease component and accounts for the entire
arrangement under ASC 842.

The trial and evaluation agreements contain only variable payments not based on an index or rate as a result of refund
provisions within those contracts. The Company records accounts receivable when the Company meets the criteria within the
trial and evaluation agreements to invoice the lessee. In accordance with ASC 842, the Company recognizes variable lease
payments as profit or loss in the period in which the changes in facts and circumstances on which the variable lease payments
are based occur, which will generally be the end of the trial period when the customer refund rights lapse. During the years
ended December 31, 2022, 2021 and 2020, the Company did not recognize any lease income related to these trial and
evaluation agreements either because the Company has not received any consideration from the lease contracts, or the
uncertainty related to the consideration received has not been resolved.

Warranties

We provide limited assurance-type warranties under our contracts and do not offer extended warranties or maintenance
contracts. The warranty period typically extends for the lesser of two years or 200,000 miles following transfer of control and
solely relates to correction of product defects during the warranty period. We recognize the cost of the warranty upon transfer
of control based on estimated and historical claims rates and fulfillment costs, which are variable. Should product failure rates
and fulfillment costs differ from these estimates, material revisions to the estimated warranty liability would be required.
Warranty expense is recorded as a component of cost of revenue.

Marketing, Promotional and Advertising Costs

Marketing, promotional and advertising costs are expensed as incurred and are included as an element of selling, general and
administrative expense in the consolidated statement of operations. Marketing, promotional and advertising costs were
$1.1 million, $1.6 million and $0.3 million for the years ended December 31, 2022, 2021 and 2020, respectively.

Research and Development Expense

Research and development costs did not meet the requirements to be recognized as an asset as the associated future benefits
were at best uncertain and there was no alternative future use at the time the costs were incurred. Research and development
costs include, but are not limited to, outsourced engineering services, allocated facilities costs, depreciation on equipment
utilized in research and development activities, internal engineering and development expenses, materials, internally-developed
software and employee related expenses (including salaries, benefits, travel, and share-based compensation) related to
development of the Company’s products and services.

Share-Based Compensation

The Company accounts for share-based compensation in accordance with ASC 718, Compensation — Stock Compensation,
under which shared based payments that involve the issuance of common stock to employees and nonemployees and meet the
criteria for equity-classified awards are recognized in the financial statements as share-based compensation expense based on
the fair value on the date of grant. The Company issues stock option awards and restricted stock awards to employees and
nonemployees, utilizing new shares. The Company has elected to recognize the adjustment to share-based compensation
expense in the period in which forfeitures occur. We recognize compensation expense for awards with only service conditions
on a straight-line basis over the requisite service period for the entire award.

If factors change, and we utilize different assumptions including the probability of achieving performance conditions, share-
based compensation cost on future award grants may differ significantly from share-based compensation cost recognized on
past award grants. Future share-based compensation cost will increase to the extent that we grant additional share-based awards
to employees and nonemployees. If there are any modifications or cancellations of the underlying unvested securities, we may
be required to accelerate any remaining unearned share-based compensation cost or incur incremental cost. Share-based
compensation cost affects our research and development and selling, general and administrative expenses.

The Company utilized the Black-Scholes model to determine the fair value of the stock option awards issued prior to the year
ended December 31, 2021, which required the input of subjective assumptions. These assumptions include estimating (a) the
length of time grantees will retain their vested stock options before exercising them for employees and the contractual term of
the option for nonemployees (“expected term”), (b) the volatility of the Company’s common stock price over the expected term,
(c) expected dividends, and (d) the fair value of a share of common stock prior to the Business Combination. After the closing
of the Business Combination, the Company’s board of directors determined the fair value of each share of common stock
underlying stock-based awards based on the closing price of the Company’s common stock as reported by the NYSE on the
date of grant.
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The assumptions used in the Black-Scholes model are management’s best estimates, but the estimates involve inherent
uncertainties and the application of management judgment (see Note 10). As a result, if other assumptions had been used, the
recorded share-based compensation expense could have been materially different from that depicted in the financial statements.

Income Taxes

The Company accounts for income taxes in accordance with ASC 740, Income Taxes, under which deferred tax liabilities and
assets are recognized for the expected future tax consequences of temporary differences between financial statement carrying
amounts and the tax basis of assets and liabilities and net operating loss and tax credit carryforwards. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized.

Due to the Company’s history of losses since inception, the net deferred tax assets have been fully offset by a valuation
allowance at December 31, 2022 and 2021. Uncertain tax positions taken or expected to be taken in a tax return are accounted
for using the more likely than not threshold for financial statement recognition and measurement. For the years ended
December 31, 2022 and 2021, there were no uncertain tax positions taken or expected to be taken in the Company’s tax returns.

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes,
which is intended to simplify various aspects related to accounting for income taxes. The pronouncement is effective for fiscal
years, and for interim periods within those fiscal years, beginning after December 15, 2020. The Company adopted ASU
2019-12 on January 1, 2021 and there was no impact to the Company as a result of the adoption.

Net (Loss) Income Per Share

Basic (loss) income per share (“EPS”) is computed by dividing net loss (the numerator) by the weighted average number of
common shares outstanding for the period (the denominator). Diluted EPS attributable to common shareholders is computed by
adjusting net loss by the weighted average number of common shares and potential common shares outstanding (if dilutive)
during each period. Potential common shares include shares issuable upon exercise of stock options and vesting of restricted
stock awards (see Note 10). The number of potential common shares outstanding are calculated using the treasury stock or if-
converted method.

Recent Accounting Pronouncements Issued

In November 2021, the FASB issued ASU 2021-10, Government Assistance (Topic 832): Disclosures by Business Entities
about Government Assistance, to increase transparency of government assistance which requires annual disclosures about
transactions with a government entity that are accounted for by applying a grant or contribution accounting model by analogy.
The pronouncement is effective for fiscal years beginning after December 15, 2021. The Company adopted ASU 2021-10 for
the year ended December 31, 2022 with no material impact and updated its related disclosures.

Note 3. Acquisition

In September 2022, we acquired certain assets (the “Acquired Asset”) of General Electric Company's GE Additive business (the
“Acquisition”). The Acquired Assets include new hydrogen and fuel agnostic capable generator technology (“KARNO”). The
Acquisition did not meet the definition of a business combination and was accounted for as an asset acquisition. No goodwill
was recognized and payments allocated to in-process research and development (“IPR&D”) were recorded in research and
development expense as there was no alternative future use. Total consideration for the Acquisition was $32.3 million
comprised of $15.0 million in cash, 5,500,000 shares of common stock valued at $16.1 million on the closing date and
$1.2 million in direct transaction costs. $3.6 million was recorded as property and equipment with expected useful lives of
primarily five years and $28.8 million was recorded as research and development expense. All assets were valued using level 3
inputs, with property and equipment valued using a market approach and IPR&D valued using an income approach based on
Company management’s projections. The cash component of the consideration was recorded in the statement of cash flows and
allocated between purchase of property and equipment and purchase of IPR&D under investing activities.

Note 4. Reverse Recapitalization

On October 1, 2020, Legacy Hyliion and TortoiseCorp consummated the merger contemplated by the Business Combination,
with Legacy Hyliion surviving the merger as a wholly-owned subsidiary of TortoiseCorp.

Upon the closing of the Business Combination, TortoiseCorp’s certificate of incorporation was amended and restated to, among
other things, increase the total number of authorized shares of capital stock to 260,000,000 shares, of which 250,000,000 shares
were designated common stock, $.0001 par value per share, and of which 10,000,000 shares were designated preferred stock,
$0.0001 par value per share.

Immediately prior to the closing of the Business Combination, each

» issued and outstanding share of Legacy Hyliion’s redeemable, convertible preferred stock, was converted into shares
of Legacy Hyliion common stock based on a one-to-one ratio (see Note 9). The Business Combination was accounted
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for with a retrospective application of the Business Combination that results in 34,799,813 shares of redeemable,
convertible preferred stock converting into the same number of shares of Legacy Hyliion common stock.

e convertible note payable, plus accrued paid-in-kind interest, was converted into an aggregate 2,336,235 shares of
Legacy Hyliion common stock at the predetermined discount (see Note 5).

Upon the consummation of the Business Combination, each share of Legacy Hyliion common stock issued and outstanding was
cancelled and converted into the right to receive 1.45720232 shares (the “Exchange Ratio”) of the Company’s common stock
(the “Per Share Merger Consideration”).

Additionally, Legacy Hyliion issued 1,000,000 shares of Legacy Hyliion common stock with an estimated grant date fair value
of $10.00 per share to one of the convertible noteholders in connection with the commercial matters agreement (“Commercial
Matters Agreement”) that was entered into in June 2020, that was not subject to the Exchange Ratio (see Note 5).

Outstanding stock options, whether vested or unvested, to purchase shares of Legacy Hyliion common stock granted under the
2016 Plan (“Legacy Options”) (see Note 10) converted into stock options for shares of the Company’s common stock upon the
same terms and conditions that were in effect with respect to such stock options immediately prior to the Business
Combination, after giving effect to the Exchange Ratio.

Outstanding warrants to purchase shares of TortoiseCorp Class A common stock remained outstanding at the Closing Date. The
warrants became exercisable 30 days after the completion of the Business Combination and expired five years after the
completion of the Business Combination or earlier upon redemption or liquidation. On November 30, 2020, the Company
issued a notice of redemption to the warrant holders and on December 31, 2020, it redeemed all outstanding public warrants.
See Note 9 for more information.

In connection with the Business Combination,

» certain TortoiseCorp shareholders exercised their right to redeem certain of their outstanding shares for cash, resulting
in the redemption of 3,308 shares of TortoiseCorp common stock for gross redemption payments of less than $0.1
million.

* anumber of investors purchased from the Company an aggregate of 30,750,000 shares of common stock (the “PIPE
Shares™), for a purchase price of $10.00 per share and an aggregate purchase price of $307.5 million pursuant to
separate subscription agreements entered into effective June 18, 2020 (the “PIPE”). The PIPE investment closed
simultaneously with the consummation of the Business Combination.

* an investor purchased 1,750,000 TortoiseCorp units (consisting of one share of common stock and one half of one
warrant, the “Forward Purchase Units”), consisting of 1,750,000 shares of common stock (“Forward Purchase Shares™)
and warrants to purchase 875,000 shares of common stock (“Forward Purchase Warrants™) for an aggregate purchase
price of $17.5 million pursuant to a forward purchase agreement entered into effective February 6, 2019, as amended
by the First Amendment to Amended and Restated Forward Purchase Agreement, dated June 18, 2020.

The Business Combination was accounted for as a reverse recapitalization in accordance with GAAP. Under this method of
accounting, TortoiseCorp was treated as the “acquired” company for financial reporting purposes. See Note 1 for further details.
Accordingly, for accounting purposes, the Business Combination was treated as the equivalent of Legacy Hyliion issuing stock
for the net assets of TortoiseCorp, accompanied by a recapitalization. The net assets of TortoiseCorp are stated at historical
cost, with no goodwill or intangible assets recorded.

Prior to the Business Combination, Legacy Hyliion and TortoiseCorp filed separate standalone federal, state and local income
tax returns. As a result of the Business Combination Legacy Hyliion will file a consolidated income tax return. Although, for
legal purposes, TortoiseCorp acquired Legacy Hyliion, and the transaction represents a reverse acquisition for federal income
tax purposes. TortoiseCorp will be the parent of the consolidated group with Legacy Hyliion a subsidiary, but in the year of the
closing of the Business Combination, Legacy Hyliion will file a full year tax return with TortoiseCorp joining in the return the
day after the Closing Date.

The following table reconciles the elements of the Business Combination to the consolidated statements of cash flows and the
consolidated statements of changes in stockholders’ equity as of and for the year ended December 31, 2020:

Cash - TortoiseCorp’s trust and cash (net of redemption) $ 236,484
Cash - PIPE 307,500
Cash - forward purchase units 17,500
Less: transaction costs and advisory fees paid (45,030)
Net Business Combination and PIPE financing $ 516,454
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The number of shares of common stock issued immediately following the consummation of the Business Combination were:

Common stock, outstanding prior to Business Combination 23,300,917
Less: redemption of TortoiseCorp shares (3,308)
Common stock of TortoiseCorp 23,297,609
TortoiseCorp founder shares 5,825,230
Shares issued in PIPE 30,750,000
Shares issued in connection with forward purchase agreement 1,750,000
Business Combination, PIPE, and forward purchase agreement financing shares 61,622,839
Legacy Hyliion shares™ 92,278,990
Total shares of common stock immediately after Business Combination 153,901,829
Hyliion Holdings Corp. exercise of warrants 15,414,592
Total shares of common stock at December 31, 2020 169,316,421

(1) The number of Legacy Hyliion shares was determined as follows:

Legacy Hyliion

shares,

effected for
Legacy Hyliion Exchange
shares Ratio

Balance at December 31, 2018 24,453,750 35,634,061
Recapitalization applied to Series A outstanding at December 31, 2018 34,799,813 50,710,369
Exercise of common stock options - 2019 286,874 418,033
Exercise of common stock options - 2020 (pre-Closing) 763,216 1,112,160
Conversion of convertible notes payable to common stock® 2,336,235 4,404,367
92,278,990

(2) The number of shares issued for the conversion of convertible notes payable to common stock is calculated by applying the Exchange Ratio to the Legacy
Hyliion shares issued at the time of conversion and adding 1,000,000 shares issued in connection with the Commercial Matters Agreement. All fractions
were rounded down.

Lock-Up Arrangements

Certain former stockholders of Legacy Hyliion and TortoiseCorp have agreed to lock-up restrictions regarding the future
transfer shares of common stock. Such shares were not able to be transferred or otherwise disposed of for a period of six
months through April 1, 2021, subject to certain exceptions.

Transaction costs

Transaction costs incurred in connection with the Business Combination totaled approximately $45.0 million, which were
charged to additional paid-in capital for the year ended December 31, 2020.

Note 5. Debt

During the year ended December 31, 2018, the Company issued a convertible note payable in exchange for cash totaling $5.0
million (the “2018 Note”). The 2018 Note bore interest at 6% per annum and matured in September 2020 (two years subsequent
to its issuance date). The 2018 Note included the following embedded features:

(a) Automatic conversion upon the next equity financing of at least $5.0 million in proceeds. The conversion price was
dependent upon the pre-money valuation of the Company in connection with the next equity financing, with the conversion
price set at a 35% discount on the next equity financing price if the pre-money valuation was $100.0 million or less, or 35%
multiplied by the quotient of $100.0 million divided by the pre-money valuation if it was greater than $100.0 million.

(b) Optional conversion upon a change in control. In the event of a change in control, the holder could elect to convert the
2018 Note into shares of common stock at a conversion price equal to (i) the product of the change in control purchase price
multiplied by 65%, divided by (ii) the total number of outstanding shares of capital stock of the Company (on a fully-diluted
basis).

(c) Optional redemption upon a change in control. In the event of a change in control, the holder could elect to request
payment of all outstanding principal (with no penalty) and unpaid accrued interest.
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(d) Automatic or optional redemption upon an event of default. Upon the occurrence of an event of default, the 2018 Note
would either automatically become due and payable or could become due and payable at the holder’s option (based on the
nature of the event of default). Upon such acceleration, all outstanding principal (with no penalty) and unpaid accrued interest
would become payable.

(e) Additional interest of 3% (or a total of 9%) upon an event of default.

In addition to the above embedded features, the Company agreed that the holder of the 2018 Note would be the Company’s
preferred supplier for certain components or products that the holder sells.

The Company assessed the embedded features within the 2018 Note and determined that the automatic conversion feature upon
next equity financing and optional conversion feature upon change in control (share-settled redemption features) and the
additional interest feature met the definition of a derivative and were not clearly and closely related to the host contract and
required separate accounting.

At issuance, the Company estimated the fair value of the automatic and optional conversion features to be approximately $1.8
million. At issuance, the Company concluded the fair value of the additional interest feature was de minimis.

Between February and July 2019, the Company issued a series of convertible notes payable in exchange for cash totaling $13.6
million (the “Initial 2019 Notes™). The Initial 2019 Notes bored interest at 6% per annum and matured two to five years after
their respective issuance dates. The Initial 2019 Notes were only prepayable with the consent of the holders. One of the Initial
2019 Notes (totaling $1.8 million) was secured by substantially all of the assets of the Company, subordinate to the first
priority, senior secured interest held by a note holder of a convertible note issued in January 2020. The holder of this note had
first priority secured interest in these assets.

The Initial 2019 Notes included the following embedded features:

(a) Automatic or optional (for one of the Initial 2019 Notes) conversion upon the next equity financing of at least $15.0
million in proceeds (the “Next Equity Financing”). The conversion price was dependent upon the pre-money valuation of the
Company in connection with the next equity financing, with the conversion price set at a 25% discount on the next equity
financing price if the pre-money valuation was $100.0 million or less, or 25% multiplied by the quotient of $100.0 million
divided by the pre-money valuation if it was greater than $100.0 million.

(b) Optional conversion (for one of the Initial 2019 Notes) upon a subsequent equity financing if the holder did not elect to
convert upon the Next Equity Financing, at the price that was set by the subsequent equity financing (no discount).

(c) Optional conversion upon a change in control. In the event of a change in control, the holder could elect to convert the
Initial 2019 Notes into shares of common stock at a conversion price equal to (i) the product of the change in control purchase
price multiplied by 75%, divided by (ii) the total number of outstanding shares of capital stock of the Company (on a fully-
diluted basis).

(d) Optional redemption upon a change in control. In the event of a change in control, the holder could elect to request
payment of all outstanding principal (with no penalty) and unpaid accrued interest.

(e) Automatic or optional redemption upon an event of default. Upon the occurrence of an event of default, the Initial
2019 Notes would either automatically become due and payable or could become due and payable at the holder’s option (based
on the nature of the event of default). Upon such acceleration, all outstanding principal (with no penalty) and unpaid accrued
interest would become payable.

(f) Additional interest of 3% (or a total of 9%) upon an event of default.

In addition, the Company had the right to modify one of the Initial 2019 Notes (totaling $1.8 million) in the event the holder did
not convert upon next equity financing to adjust the interest rate to 4% per annum.

The Company assessed the embedded features within the Initial 2019 Notes and determined that the automatic or optional
conversion feature upon next equity financing and the optional conversion feature upon change in control (share-settled
redemption features), the additional interest feature and the interest rate adjustment feature met the definition of a derivative and
were not clearly and closely related to the host contract and required separate accounting.

At issuance, the Company estimated the fair value of the automatic and optional conversion features to be approximately $6.0
million. At issuance, the Company concluded the fair value of the additional interest feature and the interest rate adjustment
feature was de minimis.

In December 2019, the Company issued a convertible note payable in exchange for cash totaling $3.2 million (the “December
2019 Note”). The December 2019 Note bore interest at 6% per annum and matured in December 2020 (one year subsequent to
its issuance date). The December 2019 Note was only prepayable with the consent of the holder. The December 2019 Note was
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secured by substantially all of the assets of the Company, subordinate to the security interest held by one of the Initial 2019
Note holders. The December 2019 Note included the following embedded features:

(a) Automatic conversion upon the next equity financing of at least $35.0 million in proceeds. The conversion price would
be based on the next equity financing per share price, with a 50% discount.

(b) Optional conversion upon the next equity financing of at least $15.0 million in proceeds. The conversion price would
be based on the next equity financing per share price, with a 50% discount.

(c) Automatic conversion upon a subsequent equity financing of at least $35.0 million if the holder did not elect to convert
upon any previous equity financing, at the price that was set by the subsequent equity financing (no discount).

(d) Optional conversion upon a change in control. In the event of a change in control, the holder could elect to convert the
December 2019 Note into shares of common stock at a conversion price equal to (i) the product of the change in control
purchase price multiplied by 50%, divided by (ii) the total number of outstanding shares of capital stock of the Company (on a
fully-diluted basis).

(e) Optional redemption upon a change in control. In the event of a change in control, the holder could elect to request
payment of all outstanding principal (with no penalty) and unpaid accrued interest.

(f) Automatic or optional redemption upon an event of default. Upon the occurrence of an event of default, the December
2019 Note would either automatically become due and payable or could become due and payable at the holder’s option (based
on the nature of the event of default). Upon such acceleration, all outstanding principal (with no penalty) and unpaid accrued
interest would become payable.

(g) Additional interest of 3% (or a total of 9%) upon an event of default.

In addition, in the event the holder did not convert upon an equity financing, the maturity date of the December 2019 Note
would automatically extend by one year. In such situation, the holder also had the right to extend the maturity date for an
additional two years beyond the modified maturity date.

The Company assessed the embedded features within the December 2019 Note and determined that the automatic and optional
conversion features upon next equity financing (share-settled redemption features), the additional interest feature and the term
extension feature met the definition of a derivative and were not clearly and closely related to the host contract and required
separate accounting. The Company also concluded that the conversion features did not represent beneficial conversion features.

At issuance and at December 2019, the Company estimated the fair value of the automatic and optional conversion features to
be approximately $1.4 million. At issuance, the Company concluded the fair value of the additional interest and term extension
features was de minimis.

During January 2020, the Company issued a convertible note payable in exchange for cash totaling $3.2 million (the “January
2020 Note”). The January 2020 Note bore interest at 6% per annum and matured in January 2025 (five years subsequent to its
issuance date). The January 2020 Note was only prepayable with the consent of the holder. The January 2020 Note was secured
by a first priority, senior secured interest in substantially all of the assets of the Company. The January 2020 Note included the
following embedded features:

(a) Optional conversion upon the next equity financing of at least $15.0 million in proceeds. The conversion price would
be based on the next equity financing per share price, with a 50% discount.

(b) Optional conversion upon a subsequent equity financing of at least $15.0 million if the holder did not elect to convert
upon the next equity financing, at the price that was set by the subsequent equity financing (no discount).

(c) Optional conversion upon a change in control. In the event of a change in control, the holder could elect to convert the
January 2020 Note into shares of common stock at a conversion price equal to (i) the product of the change in control purchase
price multiplied by 50%, divided by (ii) the total number of outstanding shares of capital stock of the Company (on a fully-
diluted basis).

(d) Optional redemption upon a change in control. In the event of a change in control, the holder could elect to request
payment of all outstanding principal (with no penalty) and unpaid accrued interest.

(e) Optional redemption upon the Company obtaining at least $10.0 million in commercial debt, which would result in the
January 2020 Note having the same priority or being treated as subordinate to the commercial debt. In such scenario, the holder
could elect to request payment of all outstanding principal (with no penalty) and unpaid accrued interest.

(f) Automatic or optional redemption upon an event of default. Upon the occurrence of an event of default, the January
2020 Note would either automatically become due and payable or could become due and payable at the holder’s option (based
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on the nature of the event of default). Upon such acceleration, all outstanding principal (with no penalty) and unpaid accrued
interest would become payable.

(g) Additional interest of 3% (or a total of 9%) upon an event of default.

In addition, in the event the holder did not convert upon an equity financing or change in control event, the noteholder could
extend the maturity date of the January 2020 Note by five years beyond the original maturity date.

In addition, in the event the holder does not convert upon an equity financing, the interest rate on the January 2020 Note would
automatically be adjusted to a rate of 4% per annum.

The Company assessed the embedded features within the January 2020 Note and determined that the automatic and optional
conversion features upon next equity financing (share-settled redemption features), the additional interest feature and the term
extension feature met the definition of a derivative and were not clearly and closely related to the host contract and required
separate accounting. The Company also concluded that the conversion features did not represent beneficial conversion features.

At issuance, the Company estimated the fair value of the automatic and optional conversion features to be approximately $2.7
million. At issuance, the Company has concluded the fair value of the additional interest and term extension features was de
minimis.

The terms of the convertible notes payable included certain restrictive covenants related to the Company’s ability to enter into
certain transactions or agreements, pay dividends, or take other similar corporate actions.

During June 2020, the holders of the convertible notes executed amendments (the “Note Amendments™) to their respective
convertible notes clarifying the planned Business Combination would qualify as a next financing, as defined in the respective
convertible notes. The convertible notes would either automatically convert or convert at the holder’s option (the election of
which was evidenced by entering into the Note Amendments) in connection with such next financing (in this case the Business
Combination). The convertible notes would convert into shares of common stock at a conversion price equal to (i) the valuation
of the Company established in connection with such next financing, divided by (ii) the total number of shares of capital stock of
the Company (on a fully diluted and as-converted basis), as established in the original respective convertible notes. This
conversion price would then be discounted based on the negotiated conversion discounts that were established in the
noteholders’ original convertible notes. The amended terms of the Note Amendments were determined to be clarifications of
the existing terms and did not result in substantially different terms. Accordingly, the Note Amendments were accounted for as
modifications.

In connection with the reverse recapitalization discussed in Note 4, immediately prior to the closing of the Business
Combination, the convertible notes, plus accrued paid-in-kind interest, totaling $26.8 million were converted into an aggregate
of 2,336,235 shares of Legacy Hyliion common stock, which were then exchanged for an aggregate of 3,404,367 shares of the
Company’s common stock on the Closing Date. In addition, the Company issued 1,000,000 shares of Legacy Hyliion common
stock to a noteholder of the 2018 Note, Initial 2019 Notes, and January 2020 Note, with a grant date fair value of $10.00 per
share in accordance with the Commercial Matters Agreement.

In connection with this conversion of the convertible notes, the Company recorded a loss on extinguishment of $10.2 million
included within other income (expense) on the accompanying consolidated statements of operations.

Term Loan

During August 2020, the Company issued a term loan (the “Term Loan”) with a principal balance totaling $10.1 million that
matured on the earlier of (i) December 15, 2020, (ii) the termination of the Business Combination or, (iii) the consummation of
the Business Combination as provided in the Business Combination. In connection with the Term Loan, the Company paid
$0.5 million of financing costs. The Term Loan bore interest at a rate equal to 6.5% plus the greater of (a) the Federal Funds
rate plus 0.5%, (b) LIBOR Rate for a one-month interest period plus 1.0%, and (c) Prime Rate in effect on such day. While
outstanding in 2020, the Term Loan bore interest at 8.5% per annum. The Term Loan plus accrued interest was repaid in full in
October 2020.

Payroll Protection Program Loan

During May 2020, the Company received loan proceeds in the amount of $0.9 million under the Payroll Protection Program
(the “PPP”). The PPP was established as part of Coronavirus Aid, Relief, and Economic Security Act and provides for loans to
qualifying businesses for amounts up to 2.5 times the average monthly payroll expenses of the business, subject to certain
limitations. The loans and accrued interest were forgivable after eight weeks so long as the borrower used the loan proceeds for
eligible purposes, including payroll, benefits, rent and utilities, and so long as the borrower maintained its pre-funding
employment and wage levels. Although the Company used the PPP loan proceeds for purposes consistent with the provisions of
the PPP and such usage met the criteria established for forgiveness of the loan, the Company repaid the balance of the PPP loan
plus accrued interest during the three months ended March 31, 2021.
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Note 6. Investments

The amortized cost, unrealized gains and losses, and fair value, and maturities of our held-to-maturity investments at
December 31, 2022 and 2021 are summarized as follows:

Fair Value Measurements as of

December 31, 2022
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Commercial paper $ 36,675 $ 2 S (161) $ 36,516
U.S. government agency bonds 12,441 6 (328) 12,119
State and municipal bonds 40,104 28 (628) 39,504
Corporate bonds and notes 213,088 76 (3,344) 209,820
$ 302,308 $ 112§ (4,461) § 297,959

Fair Value Measurements as of

December 31, 2021
Gross Gross

Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Commercial paper $ 73,908 $ 2 S 31) $ 73,879
U.S. government agency bonds 4,450 — @) 4,443
State and municipal bonds 17,797 — (115) 17,682
Corporate bonds and notes 202,849 3 (953) 201,899
$ 299,004 $ 5 85 (1,106) $ 297,903

December 31, 2022 December 31, 2021

Amortized Amortized
Cost Fair Value Cost Fair Value
Due in one year or less $ 193,740 $ 191,094 $ 118,787 $ 118,714
Due after one year through five years 108,568 106,865 180,217 179,189

$ 302,308 $ 297,959 $ 299,004 $ 297,903

Note 7. Fair Value Measurements

The fair value measurements of our financial assets at December 31, 2022 and 2021 are summarized as follows:

Fair Value Measurements as of December 31, 2022

Level 1 Level IT Level 111 Total
Cash and cash equivalents $ 119,468 $ — 3 — 119,468
Restricted cash 665 — — 665
Held-to-maturity investments:
Commercial paper — 36,516 — 36,516
U.S. government agency bonds — 12,119 — 12,119
State and municipal bonds — 39,504 — 39,504
Corporate bonds and notes — 209,820 — 209,820
$ 120,133 § 297959 $ — § 418,092
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Fair Value Measurements as of December 31, 2021

Level I Level 11 Level 111 Total
Cash and cash equivalents $ 258,445 $ — 3 — $ 258445
Restricted cash 665 — — 665
Held-to-maturity investments:
Commercial paper — 73,879 — 73,879
U.S. government agency bonds — 4,443 — 4,443
State and municipal bonds — 17,682 — 17,682
Corporate bonds and notes — 201,899 — 201,899
$ 259,110 $§ 297,903 $ — $ 557,013

The rollforward of the Company’s Level 3 instruments at December 31, 2020 is summarized as follows*:

Balance at December 31, 2019 $ 8,351
Issuance of convertible note payable derivative liability 2,656
Fair value adjustments 1,358
Settlement of convertible notes payable derivative liabilities (12,365)
Balance at December 31, 2020 $ —

* There were no Level 3 instruments outstanding during the years ended December 31, 2022 or 2021.
Note 8. Inventory

The carrying value of our inventory at December 31, 2022 and 2021 is summarized as follows:

December 31,

2022 2021
Raw materials $ — 3 —
Work in process — 4
Finished goods 74 110
$ 74 $ 114

We write-down inventory for any excess or obsolete inventories or when we believe that the net realizable value of inventories
is less than the carrying value. During the years ended December 31, 2022 and 2021, we recorded write-downs of $5.6 million
and $2.3 million, respectively, included in cost of revenues. During the year ended December 31, 2020, we were in a research
and development phase for all of our products, and did not capitalize substantial inventory amounts or record cost of sales and
related adjustments.

Note 9. Capital Structure

As discussed in Note 1 and Note 4, on October 1, 2020, the Company consummated the Business Combination, which has been
accounted for as a reverse recapitalization. Pursuant to the Certificate of Incorporation as amended on October 1, 2020 and as a
result of the reverse recapitalization, the Company has retrospectively adjusted the Legacy Hyliion preferred shares and Legacy
Hyliion common shares issued and outstanding prior to October 1, 2020 to give effect to the Exchange Ratio used to determine
the number of shares of common stock of the combined entity into which they were converted.

Preferred Stock

The Company is authorized to issue 10,000,000 shares of preferred stock with a par value of $0.0001 per share. The Company’s
board of directors is authorized to fix the voting rights, if any, designations, powers, preferences, the relative, participating,
option or other special rights and any qualifications, limitations and restrictions thereof, applicable to the shares of each series.
At December 31, 2022 and 2021, there were no shares of preferred stock issued and outstanding.
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Common Stock

At December 31, 2022, the following shares of common stock were reserved for future issuance:

Stock options issued and outstanding 2,541,439
Authorized for future grant under 2020 Equity Incentive Plan 7,503,921

10,045,360
Warrants

Public Warrants: On March 4, 2019, TortoiseCorp completed an initial public offering that included warrants for shares of
common stock (the “Public Warrants”). Each Public Warrant entitled the holder to the right to purchase one share of common
stock at an exercise price of $11.50 per share. No fractional shares were issued upon exercise of the Public Warrants. The
Company could elect to redeem the Public Warrants, in whole and not in part, at a price of $0.01 per Public Warrant if (i) 30
days’ prior written notice of redemption is provided to the holders, and (ii) the last reported sale price of the Company’s
common stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends, reorganizations,
recapitalizations and the like) for any 20 trading days within a 30-trading day period ending on the third business day prior to
the date on which the Company sends the notice of redemption to the warrant holders. Upon issuance of a redemption notice by
the Company, the warrant holders had a period of 30 days to exercise for cash, or on a cashless basis. On the Closing Date,
there were 11,650,458 Public Warrants issued and outstanding.

Private Placement Warrants: Simultaneous with TortoiseCorp’s initial public offering in March 2019, Tortoise Borrower
purchased warrants at a purchase price of $1.00 per warrant in a private placement (the “Private Placement Warrants”). The
Private Placement Warrants could not be redeemed by the Company so long as the Private Placement Warrants are held by the
initial purchasers, or such purchasers’ permitted transferees. The Private Placement Warrants had terms and provisions identical
to those of the Public Warrants, including as to exercise price, exercisability and exercise period, except if the Private
Placement Warrants were held by someone other than the initial purchasers’ permitted transferees, then the Private Placement
Warrants were redeemable by the Company and exercisable by such holders on the same basis as the Public Warrants. On the
Closing Date, there were 6,660,183 Private Warrants issued and outstanding.

Forward Purchase Warrants: Simultaneous with the consummation of the Business Combination in October 2020, 875,000
Forward Purchase Warrants to purchase shares of common stock were issued in connection with the forward purchase
agreement (See Note 4). The Forward Purchase Warrants had terms and provisions identical to those of the Public Warrants,
including as to exercise price, exercisability and exercise period, except that the Forward Purchase Warrants are subject to
transfer restrictions and certain registration rights.

On November 30, 2020, the Company issued a notice of redemption of all its outstanding Public Warrants and Forward
Purchase Warrants, which was completed in December 2020. However, the Private Warrants held by the initial holders thereof
or permitted transferees of the initial holders were not subject to this redemption. As of December 31, 2020, all outstanding
Public Warrants and Forward Purchase Warrants were either exercised or redeemed by the holder. As of December 31, 2020,
the Company’s transfer agent received gross proceeds of $140.8 million corresponding to the exercise of 15,786,127 warrants.
However, due to the timing of the receipt of the warrant exercise and the cash, the Company’s transfer agent issued 15,414,592
shares of common stock as of December 31, 2020. The remaining 371,535 shares of common stock were issued in January
2021. Additionally, as of December 31, 2020, the Company’s transfer agent had not yet remitted $12.0 million of the gross
proceeds associated with the shares of issued common stock to the Company and is included within prepaid expenses and other
current assets on the accompanying consolidated balance sheets as of December 31, 2020. There were 281,065 warrants not
exercised by the end of the redemption period that were redeemed for a price of $0.01 per warrant, and subsequently cancelled
by the Company. The Company made the redemption payment on these cancelled warrants in January 2021. Certain holders of
the warrants elected a cashless exercise, resulting in the forfeiture of 3,118,445 shares.

Note 10. Share-Based Compensation
2016 Equity Incentive Plan

For periods prior to the reverse recapitalization (See Note 4), the Hyliion Inc. 2016 Equity Incentive Plan (the “2016 Plan”), as
amended in August 2017 and approved by the board of directors (the “Board”), permitted the granting of various awards
including stock options (including both nonqualified options and incentive options), stock appreciation rights (“SARs”), stock
awards, phantom stock units, performance awards and other share-based awards to employees, outside directors and consultants
and advisors of the Company. Only stock options have been awarded to employees, consultants and advisors under the 2016
Plan.

Legacy Options converted into an option to purchase a number of shares of common stock equal to the product of the number
of shares of Legacy Hyliion common stock and the Exchange Ratio at an exercise price per share equal to the exercise price of
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the Legacy Option divided by the Exchange Ratio. Each exchanged option is governed by the same terms and conditions
applicable to the Legacy Option prior to the Business Combination. No further grants can be made under the 2016 Plan.

The option exercise price for all grantees equals the stock’s estimated fair value on the date of the grant, after giving effect to
the Exchange Ratio. The Board determined the fair value of common stock at the time of grant by considering a number of
objective and subjective factors, including independent third-party valuations of the Company’s common stock, operating and
financial performance, the lack of liquidity of capital stock, and general and industry-specific economic outlook, amongst other
factors. The Company believes the fair value of the stock options granted to nonemployees was more readily determinable than
the fair value of the services received.

The fair value of each option is estimated on the date of the grant using the Black-Scholes option-pricing model in order to
measure the compensation cost associated with the award. This model incorporates certain assumptions for inputs including an
expected volatility in the market value of the underlying common stock, expected term, a risk-free interest rate, and the
expected dividend yield of the underlying common stock. The following assumptions were used for options issued during the
year ended December 31, 2020%*:

Expected volatility 70.0%
Expected term 6.1 years
Risk-free interest rate 1.7%
Expected dividend yield 0.0%

* There were no options issued during the years ended December 31, 2022 and 2021.

»  Expected volatility: The expected volatility was determined by examining the historical volatility of a group of
industry peers, as the Company did not have any trading history for the Company’s common stock.

»  Expected term: For employees, the expected term is determined using the “simplified” method, as prescribed by the
SEC’s Staff Accounting Bulletin No. 107, Share-Based Payment, to estimate on a formula basis the expected term of
the Company’s employee stock options, which are considered to have “plain vanilla” characteristics. For
nonemployees, the expected term represents the contractual term of the option.

*  Risk-free interest rate: The risk-free interest rate was based upon quoted market yields for the United States Treasury
instruments with terms that were consistent with the expected term of the Company’s stock options.

»  Expected dividend yield: The expected dividend yield was based on the Company’s history and management’s current
expectation regarding future dividends.

Employee and nonemployee stock options generally vest over four years, with a maximum term of ten years from the date of
grant. These awards become available to the recipient upon the satisfaction of a vesting condition based on a period of service.
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Activity in the 2016 Plan for the years ended December 31, 2022, 2021 and 2020 is summarized as follows:

Weighted
Weighted Average
Average Remaining
Number of  Exercise Price Contractual
Options (in Dollars) Term
Outstanding at December 31, 2019 6,587,282 §$ 0.13 8.2 years
Granted 2,797,828 0.23
Exercised (1,112,960) 0.11
Forfeited (1,289,653) 0.19
Outstanding at December 31, 2020 6,982,497 0.16 7.8 years
Exercised (3,558,201) 0.17
Forfeited (266,407) 0.18
Outstanding at December 31, 2021 3,157,889 0.16 6.6 years
Exercised (563,617) 0.17
Forfeited (52,833) 0.20
Outstanding at December 31, 2022 2,541,439 § 0.15 3.7 years
Exercisable at December 31, 2022 1,997,577 $ 0.13 2.8 years

At December 31, 2022, the options outstanding and exercisable had an intrinsic value of $5.6 million and $4.4 million,
respectively. There were no options with an exercise price greater than the market price on December 31, 2022 to exclude from
the intrinsic value computation. The intrinsic value of options exercised during the years ended December 31, 2022, 2021 and
2020 was $2.4 million, $42.8 million and $18.4 million, respectively.

Share-based compensation expense under the 2016 Plan for the years ended December 31, 2022, 2021 and 2020 was $0.1
million, $0.1 million and $0.3 million, respectively. There was $0.1 million of unrecognized compensation expense related the
2016 Plan at December 31, 2022, which is expected to be recognized over the remaining vesting periods, with a weighted-
average period of 0.9 years.

2020 Equity Incentive Plan

On October 1, 2020, the Company’s shareholders approved a new long-term incentive award plan (the “2020 Plan”) in
connection with the Business Combination. The 2020 Plan is administered by the Board and the compensation committee. The
selection of participants, allotment of shares, determination of price and other conditions are approved by the Board and the
compensation committee at its sole discretion in order to attract and retain personnel instrumental to the success of the
Company. Under the 2020 Plan, the Company may grant an aggregate of 12,200,000 shares of common stock in the form of
nonstatutory stock options, incentive stock options, SARs, restricted stock awards, performance awards and other awards. No
awards were granted under the 2020 Plan prior to the year ended December 31, 2021, and no stock options have been granted
under the 2020 Plan.

Employee and director RSUs for which a grant date has been established generally vest over three to four years from the date of
grant. These awards become available to the recipient upon the satisfaction of a vesting condition based on a period of service,
and performance conditions (for certain awards to employees).
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Activity in the 2020 Plan for the years ended December 31, 2022, 2021 and 2020 is summarized as follows:

Weighted
Average
Grant Date

Number of  Fair Value (in

Units Dollars)
Unvested at December 31, 2020 — 3 —
Granted' 1,858,236 11.24
Vested (176,449) 12.64
Forfeited® (124,993) 12.09
Unvested at December 31, 2021° 1,556,794 11.01
Granted* 2,504,939 4.10
Vested (470,426) 11.07
Forfeited’ (822,207) 8.44
Unvested at December 31, 2022° 2,769,100 $ 5.51

"Excludes 1,985,914 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has
been established.

2 Excludes 75,000 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has been
established.

3 Excludes 1,910,914 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has
been established.

*Excludes 204,167 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has been
established.

3 Excludes 130,000 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has been
established.

¢ Excludes 1,336,667 shares underlying RSU awards with performance conditions, which have not been accounted for because no accounting grant date has
been established.

Share-based compensation expense under the 2020 Plan for the years ended December 31, 2022, 2021 and 2020 was
$6.9 million, $4.8 million and nil, respectively. The fair value of RSUs that vested during the years ended December 31, 2022,
2021 and 2020 was $1.7 million, $1.6 million, and nil, respectively. There was $10.2 million of unrecognized compensation
expense related to the 2020 Plan at December 31, 2022, which is expected to be recognized over the remaining vesting periods,
subject to forfeitures, with a weighted-average period of 1.9 years.

Note 11. Leases

The Company enters into operating leases for its corporate office, temporary offices, vehicles and equipment. In addition, the
Company may enter into arrangements whereby portions of the leased premises are subleased to third parties and are classified
as operating leases. In December 2021, the Company amended the lease for its corporate office. This amendment increased the
amount of space under the original lease, adjusted the monthly lease payments, and decreased the term of the lease through
2027. The Company accounted for this extension as a lease modification and recorded a decrease to the operating lease ROU
asset and lease liability. The lease amendment includes the option to extend the term for up to two consecutive terms of five
years, which was not reasonably certain to be exercised at the modification date.
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The following table provides a summary of the components of lease income, costs and rent, which are included within research
and development and selling, general and administrative expense:

Year Ended December 31,
2022 2021 2020
Operating lease costs:
Operating lease cost $ 1,921 $ 1,386 $ 1,389
Short-term lease cost 199 456 42
Variable lease cost 622 469 (14)
Sublessor income — (38) (326)
Total operating lease costs $ 2,742 $ 2,273 $ 1,091
Finance lease costs:
Amortization of right-of-use assets $ — § 74 S 112
Interest on lease liabilities 1 21
Total finance lease costs $ — 3 75 8 133

The following table provides the weighted-average lease terms and discount rates used for the Company’s operating leases:

December 31,

2022 2021
Weighted-average remaining lease term:
Operating leases 4.3 years 5.3 years
Weighted-average discount rate:
Operating leases 7.1 % 7.1 %

The following table provides a summary of operating lease liability maturities for the next five years and thereafter at
December 31, 2022:

2023 $ 878

2024 2,263

2025 2,331

2026 2,402

2027 822

Thereafter

Total minimum lease payments 8,696

Less: imputed interest (1,377)
Total lease obligations $ 7,319
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Note 12. Property and Equipment, Net

Property and equipment, net at December 31, 2022 and 2021 is summarized as follows:

Production machinery and equipment
Vehicles

Leasehold improvements

Office furniture and fixtures
Computers and related equipment

Less: accumulated depreciation
Total property and equipment, net

December 31,

2022 2021

$ 5897 $ 1,717
817 720

1,002 1,077

162 155

1,367 1,219

9,245 4,888
(3,639) (2,653)

$ 5606 $ 2,235

Depreciation expense for the years ended December 31, 2022, 2021 and 2020 totaled approximately $1.1 million, $0.8 million
and $0.8 million respectively. For the year ended December 31, 2022, $0.3 million and $0.8 million was included in selling,
general and administrative expenses and research and development expenses, respectively, in the consolidated statements of
operations. For the year ended December 31, 2021, $0.1 million and $0.7 million was included in selling, general and
administrative expenses and research and development expenses, respectively, in the consolidated statements of operations. For
the year ended December 31, 2020, $0.1 million and $0.7 million was included in selling, general and administrative expenses
and research and development expenses, respectively, in the consolidated statements of operations. For the years ended
December 31, 2022, 2021 and 2020, there was nil depreciation expense included in cost of revenues.

Note 13. Intangible Assets, Net

The gross carrying amount and accumulated amortization of separately identifiable intangible assets at December 31, 2022 and

2021 is summarized as follows:

December 31, 2022
Weighted
Average Gross
Remaining Carrying Accumulated
Intangible Asset Useful Life Life Value Amortization Net
Developed technology 6 years 1.4 years $ 583 § (445) $ 138
Internal-use software 3 years 3.0 years 66 4 62
$ 649 § (449) $ 200
December 31, 2021
Weighted
Average Gross
Remaining Carrying Accumulated
Intangible Asset Useful Life Life Value Amortization Net
Developed technology 6 years 2.4 years $ 578 § (343) $ 235
$ 578 § (343) $ 235

Total amortization expense for the years ended December 31, 2022, 2021 and 2020 was $0.1 million, $0.1 million and
$0.1 million, respectively, and is included within selling, general and administrative expenses in the consolidated statements of

operations.

Total future amortization expense for finite-lived intangible assets at December 31, 2022 is summarized as follows:

2023
2024
2025

28
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62
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Note 14. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities at December 31, 2022 and 2021 are summarized as follows:

December 31,

2022 2021
Accrued professional services and other $ 5,834 $ 3,681
Accrued compensation and related benefits 4,773 3,460
Other accrued liabilities 928 618

$ 11,535 $ 7,759

Note 15. Warranties

The change in warranty liability for the years ended December 31, 2022 and 2021 is summarized as follows and included
within accrued expenses and other current liabilities and other liabilities in the consolidated balance sheets:

Year ended December 31,

2022 2021
Balance at beginning of period $ 44 3 —
Accrual for warranties issued 644 44
Net changes in accrual related to pre-existing warranties @) —
Warranty charges (154) —
Balance at end of period $ 527 $ 44

Note 16. Income Taxes

The income tax provision for the years ended December 31, 2022, 2021 and 2020 is summarized as follows:

Year Ended December 31,
2022 2021 2020
Current tax expense:
Federal $ $ — 8 —
State = = —
Total current tax expense $ $ — $ —
Deferred tax (benefit) expense:
Federal $ (34,296) §  (24,138) $ (8,952)
State (40) 67 (291)
Valuation allowance 34,336 24,071 9,243
Total deferred tax expense $ — $ — § —
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The components of deferred taxes at December 31, 2022 and 2021 are summarized as follows:

December 31,

2022 2021
Deferred tax assets:
Federal net operating loss carryforwards $ 48,186 $ 39,399
State net operating loss carryforwards 491 984
Operating lease obligation 1,537 1,815
Section 174 expenditures 14,840 —
R&D tax credit 4,714 693
Other 3,148 1,908
Intangible assets, net 6,001 —
Property and equipment, net — 13
Total deferred tax assets 78,917 44,812
Less: valuation allowance (77,475) (43,139)
Deferred tax assets, net of valuation allowance 1,442 1,673
Deferred tax liabilities:
Operating lease right of use asset, net 1,359 1,624
Intangible assets, net — 49
Property and equipment, net 83 —
Total deferred tax liabilities 1,442 1,673
Net deferred tax assets $ — § —

The reconciliation of taxes at the federal statutory rate to the Company’s provision for income taxes for the years ended
December 31, 2022, 2021 and 2020 is summarized as follows:

Year Ended December 31,
2022 2021 2020

Provision at statutory rate of 21% § (32,205 $ (20,170) $ 68,069
Non-deductible convertible debt interest expense — — 227
Non-deductible gain related to warrant conversions — — (76,293)
State tax expense 492 — (158)
Stock options 533 (3,458) 54
Transaction costs — — (2,947)
Shares issued in connection with a Commercial Matters Agreement — — 2,100
Other 865 (231) (102)
R&D tax credit (4,021) (212) (193)
Change in valuation allowance 34,336 24,071 9,243

$ — — —

In assessing the realizability of deferred tax assets, management considered whether it is more likely than not that some portion
or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the
generation of future taxable income during the periods in which those temporary differences become deductible. Management
considered the scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in
making this assessment. Based upon the level of historical taxable income and projections for future taxable income over the
periods in which the deferred tax assets are deductible, management believes it is more likely than not that the Company will
not realize the benefits of these deductible differences at December 31, 2022.

The Company had federal net operating loss carryforwards of $229.5 million and $187.6 million at December 31, 2022 and
2021, respectively. At December 31, 2022, $10.5 million of this amount will begin to expire in 2036 and the remaining $219.0
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million has an indefinite carryforward period. The Company had state net operating loss carryforwards of $12.5 million and
$12.5 million at December 31, 2022 and 2021, respectively, that will begin to expire beginning in 2036 and research and
development credits of $4.1 million that will begin to expire in 2037. The Company's ability to utilize a portion of net operating
loss carryforwards and credits to offset future taxable income, and tax, respectively, is subject to certain limitations under
section 382 of the Internal Revenue Code upon changes in equity ownership of the Company. Due to such limitation, $2.0
million of the Company’s net operating loss and less than $0.1 million of the Company’s R&D credits will expire unused,
regardless of taxable income in future years.

The Company files a United States federal income tax return, as well as income tax returns in various states. The tax returns for
years 2018 and thereafter remain open for examination. However, the taxing authorities have the ability to review the propriety
of tax losses created in closed tax years to the extent such losses are utilized in an open tax year.

Note 17. Commitments and Contingencies
Economic Incentive Agreement

During the year ended December 31, 2018, the Company entered into an agreement with the Cedar Park Economic
Development Corporation (“EDC”), whereby the Company will receive cash grants from the EDC contingent upon the
Company fulfilling and maintaining certain corporate office lease and employment requirements. The specified requirements
must be met on or before specific measurement dates and maintained throughout the term of the agreement, which expires
effective December 31, 2025.

As the terms of the EDC grant agreement require the Company to meet and maintain all of the performance requirements
throughout the term of the agreement, the Company has not substantially met all the conditions for the grant funding received.
Should the Company fail to meet and maintain any performance requirements, all amounts received from the EDC are subject
to refund. Accordingly, total grant funding of $0.9 million recorded as part of other liabilities as of December 31, 2022 will
continue to be reflected as an other non-current liability until all related performance requirements have been met through the
end of the agreement on December 31, 2025.

Under the agreement, the EDC has the right to file a security interest to all assets of the Company.
Legal Proceedings

On September 28, 2020, the Company, then operating as TortoiseCorp, held a special meeting of the stockholders of the
Company (the “Special Meeting”), to approve the proposed Business Combination with Hyliion Inc. and certain other matters
relating thereto. Among them were several proposals to amend the TortoiseCorp’s certificate of incorporation (the “Old
Charter”), including an amendment to increase the number of authorized shares of Class A common stock from 200,000,000 to
250,000,000 shares (the “Class A Increase Amendment”). At the Special Meeting, all proposals presented, including the Class
A Increase Amendment, were approved by a majority of the then-outstanding shares of the Company’s Class A common stock
and Class B common stock, voting as a single class. On October 1, 2020, the Business Combination closed and the Company’s
restated certificate of incorporation (the “New Charter”), which gave effect to that amendment and certain other approved
amendments and also reclassified the Company’s Class A common stock into “common stock,” became effective.

A recent ruling by the Delaware Court of Chancery (the “Court of Chancery”) has created uncertainty as to whether Section
242(b)(2) of the Delaware General Corporation Law (“DGCL”) would have required the Class A Increase Amendment proposal
to be approved by separate votes of the Class A common stock and Class B common stock.

The Company continues to believe that a separate vote of Class A common stock was not required to approve the Class A
Increase Amendment. In light of this recent ruling, however, the Company filed a petition (the “Petition”) in the Court of
Chancery pursuant to Section 205 of the DGCL on February 13, 2023 seeking validation of the Class A Increase Amendment
and the validation and declaration of effectiveness of the New Charter (including its filing and effectiveness) which gave effect
to the Class A Increase Amendment, and for the avoidance of doubt the validation of the reclassification of the Company's
Class A common stock into “common stock” pursuant to the New Charter, in each case as of October 1, 2020. Section 205 of
the DGCL permits the Court of Chancery, in its discretion, to ratify and validate potentially defective corporate acts after
considering a variety of factors. On February 14, 2023, the Court of Chancery granted the motion to expedite and set a hearing
date on the Petition of March 6, 2023.

From the date of the Business Combination and through the issuance date of the financial statements included in this Annual
Report on Form 10-K the total issued and potential dilutive shares of the Company have not exceeded the previously authorized
200,000,000. If the Company is not successful in the Section 205 proceeding, the uncertainty with respect to its capitalization
resulting from the Delaware Court of Chancery’s ruling referenced above could have a material adverse impact on the
Company, including on its ability to issue stock-based compensation to its employees, directors and officers, pursue strategic
transactions or complete future equity or debt financing transactions, until the underlying issues are definitively resolved.
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Note 18. Net (Loss) Income Per Share

As a result of the reverse recapitalization (see Note 4), the Company has retroactively adjusted the weighted average shares
outstanding prior to October 1, 2020 to give effect to the Exchange Ratio used to determine the number of shares of common
stock into which they were converted.

The computation of basic and diluted net (loss) income per share for the years ended December 31, 2022, 2021 and 2020 is
summarized as follows (in thousands, except share and per share data):

Year Ended December 31,
2022 2021 2020

Numerator:

Net (loss) income attributable to common stockholders $ (153,357) $  (96,048) $§ 324,117
Denominator:

Weighted average shares outstanding, basic 175,400,486 172,216,477 104,324,059

Weighted average shares outstanding, diluted 175,400,486 172,216,477 112,570,960
Net (loss) income per share, basic $ (0.87) $ (0.56) $ 3.11
Net loss per share, diluted $ (0.87) $ (0.56) § (0.35)

Potential common shares excluded from the computation of diluted net (loss) income per share because including them would
have had an anti-dilutive effect for the years ended December 31, 2022, 2021 and 2020 are summarized as follows:

Year Ended December 31,
2022 2021 2020
Unexercised stock options 2,541,439 3,157,889 —
Unvested restricted stock units* 4,105,673 3,467,708 —

6,647,112 6,625,597 —

* Potential common shares from unvested restricted stock units for the years ended December 31, 2022, 2021 and 2020 include 1,336,667, 1,910,914 and nil
shares, respectively, where no accounting grant date has been established.

Note 19. Supplemental Cash Flow Information

Supplemental cash flow information for the years ended December 31, 2022, 2021 and 2020 is summarized as follows:

Year Ended December 31,
2022 2021 2020
Cash paid for interest $ — 3 ) $ (144)
Cash paid for taxes $ — 3 — 3 —

Cash paid for amounts included in the measurement of lease liabilities:

&~

Operating cash flows from operating leases (1,921) § (1,386) $ (1,446)

Right-of-use assets obtained in exchange for lease obligations $ — 3 3,410 $ 1,007
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Year Ended December 31,
2022 2021 2020

Supplemental disclosure of noncash investing and financing activities:

Warrants exercised where proceeds are included within prepaid expenses and

other current assets $ — 3 — 3 11,978

Settlement of convertible notes payable and convertible note payable

derivative liabilities $ — $ — 3 44,039

Common stock issued for purchase of assets $ 16,115 § — $ —

Acquisitions of property and equipment and intangible assets included in

accounts payable and other $ 59 $ 246 $ —

Note 20. Retirement Plan

The Company has adopted a 401(k) plan to provide all eligible employees a means to accumulate retirement savings on a tax-
advantaged basis. The 401(k) plan requires participants to be at least 21 years old and have 30 days of service. Plan participants
may make elective contributions up to the maximum percentage of compensation and dollar amount allowed under the Internal
Revenue Code and are always 100% vested in their elective contributions. The Company has also established a Profit Sharing
plan in which the employer may make contributions on the employee’s behalf (“discretionary employer contributions”). The
Company did not make any Profit Sharing contributions during the years ended December 31, 2022, 2021 and 2020.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Based on our management’s evaluation (with the participation of our Principal Executive Officer and Principal Financial
Officer) of the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934 (the “Exchange Act”), our Principal Executive Officer and Principal Financial Officer have
concluded that, as of December 31, 2022, our disclosure controls and procedures were effective to provide reasonable assurance
that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms and to provide reasonable
assurance that such information is accumulated and communicated to our management, including our principal executive
officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal controls over financial reporting, as such
term is defined in Rule 13a-15(f) under the Exchange Act. Based on our management’s evaluation (with the participation of our
Principal Executive Officer and Principal Financial Officer), of the effectiveness of our internal controls over financial
reporting as of December 31, 2022, which was based on the framework in the Internal Control-Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission, our Principal Executive Officer and Principal
Financial Officer have concluded that, as of December 31, 2022, our internal control over financial reporting was effective as of
December 31, 2022. Our independent registered public accounting firm, Grant Thornton LLP, has audited the effectiveness of
our internal control over financial reporting and as of December 31, 2022, as stated in their report, which is included herein.

Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) during the quarter ended December 31, 2022 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

In September 2022, we acquired certain assets (the “Acquired Assets”) of General Electric Company's GE Additive business
(the “Acquisition”). As a result, the Company has expanded certain controls such as review and integration of a material
acquisition.

Limitations on Controls

Our disclosure controls and procedures and internal control over financial reporting are designed to provide reasonable
assurance of achieving their objectives as specified above. Management does not expect, however, that our disclosure controls
and procedures or our internal control over financial reporting will prevent or detect all error and fraud. Any control system, no
matter how well designed and operated, is based upon certain assumptions and can provide only reasonable, not absolute,
assurance that its objectives will be met. Further, no evaluation of controls can provide absolute assurance that misstatements
due to error or fraud will not occur or that all control issues and instances of fraud, if any, within the Company have been
detected.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Hyliion Holdings Corp.

Opinion on internal control over financial reporting

We have audited the internal control over financial reporting of Hyliion Holdings Corp. (a Delaware corporation) and
subsidiaries (the “Company”) as of December 31, 2022, based on criteria established in the 2013 Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”). In our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2022, based
on criteria established in the 2013 Internal Control—Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(“PCAOB?”), the consolidated financial statements of the Company as of and for the year ended December 31, 2022, and our
report dated February 28, 2023 expressed an unqualified opinion on those financial statements.

Basis for opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management’s Report
on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control
over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

Definition and limitations of internal control over financial reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ GRANT THORNTON LLP

Dallas, Texas
February 28, 2023
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ITEM 9B. OTHER INFORMATION

None.

ITEM 9C. DISCLOSURES REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS
Not applicable.

Part II1
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by Item 10 will be contained in, and is hereby incorporated by reference to, our definitive proxy
statement for the 2023 Annual Meeting of Stockholders (the “2023 Proxy Statement”), which we will file pursuant to
Regulation 14A with the Commission within 120 days after the close of the year ended December 31, 2022. This includes
information regarding our Code of Business Conduct and Ethics.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 will be contained in, and is hereby incorporated by reference to, the 2023 Proxy
Statement, which we will file pursuant to Regulation 14A with the Commission within 120 days after the close of the year
ended December 31, 2022.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required by Item 12 will be contained in, and is hereby incorporated by reference to, the 2023 Proxy
Statement, which we will file pursuant to Regulation 14A with the Commission within 120 days after the close of the year
ended December 31, 2022.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by Item 13 will be contained in, and is hereby incorporated by reference to, the 2023 Proxy
Statement, which we will file pursuant to Regulation 14A with the Commission within 120 days after the close of the year
ended December 31, 2022.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 will be contained in, and is hereby incorporated by reference to, the 2023 Proxy
Statement, which we will file pursuant to Regulation 14A with the Commission within 120 days after the close of the year
ended December 31, 2022.
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Part IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a)(1) and (a)(2) Financial Statements and Financial Statement Schedules:

Reference is made to the Index to Financial Statements of the Company under Item 8 of Part II. All financial statement
schedules are omitted because they are not applicable, or the amounts are immaterial, not required, or the required information
is presented in the financial statements and notes thereto in Item 8 of Part II above.

(b) Exhibits

Exhibits: The exhibits listed in the accompanying index to exhibits are filed or incorporated by reference as part of this Annual
Report on Form 10-K. Exhibits not incorporated by reference to a prior filing are designated by an asterisk (*); all exhibits not
so designated are incorporated by reference to a prior filing as indicated.

Exhibit Number Description
2.1+ Business Combination Agreement and Plan of Reorganization, dated as of June 18, 2020, by and among
Tortoise Acquisition Corp., SHLL Merger Sub Inc. and Hyliion Inc. (incorporated by reference to Exhibit
2.1 to the Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on June 19,
2020).

2.2+ Asset Purchase Agreement, dated August 24, 2022, by and between Hyliion Holdings Corp. and General
Electric Company, acting solely by and through its GE Aviation business unit (incorporated by reference
to Exhibit 2.1 to the Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on
August 25, 2022).

3.1 Second Amended and Restated Certificate of Incorporation of the Company, dated October 1, 2020

(incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K (File No.
001-38823) filed with the SEC on October 7, 2020).

3.2 Amended and Restated Bylaws of the Company, dated October 1, 2020 (incorporated by reference to
Exhibit 3.2 to the Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on
October 7, 2020).

4.1 Form of Common Stock Certificate of the Company (incorporated by reference to Exhibit 4.1 to the
Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on October 7, 2020).
4.2 Amended and Restated Registration Rights Agreement, dated October 1, 2020, by and among the

Company and certain stockholders of the Company (incorporated by reference to Exhibit 4.4 to the
Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on October 7, 2020).

4.3 Description of Securities (incorporated by reference to Exhibit 4.4 to the Company’s Annual Report on
Form 10-K/A for the year ended December 31, 2020 (File No. 001-38823) filed with the SEC on May 17,
2021).

4.4 Lock-Up Agreement, dated October 1, 2020, by and between the Company and Thomas Healy

(incorporated by reference to Exhibit 4.6 to the Company’s Current Report on Form 8-K (File No.
001-38823) filed with the SEC on October 7, 2020).

10.1 Lease Agreement, dated February 5, 2018, by and between IGX Brushy Creek, LLC and Hyliion Inc.
(incorporated by reference to Exhibit 10.9 to the Company's Current Report on form 8-K filed on October
7,2020).

10.2 Form of Subscription Agreement (incorporated by reference to Exhibit 10.3 to the Company’s Current
Report on Form 8-K (File No. 001-38823) filed with the SEC on June 19, 2020).

10.3F Form of Indemnification Agreement between the Company and its directors and officers (incorporated by

reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K (File No. 001-38823) filed with
the SEC on October 7, 2020).

10.4+ Hyliion Inc. 2016 Equity Incentive Plan (incorporated by reference to Exhibit 99.2 to the Company’s
Registration Statement on Form S-8 (File No. 333-251328) filed with the SEC on December 14, 2020).
10.4(a)f Hyliion Inc. 2016 Equity Incentive Plan, Form of Incentive Stock Option Agreement (incorporated by

reference to Appendix D to the foregoing 2016 Equity Incentive Plan).

10.4(b)+ Hyliion Inc. 2016 Equity Incentive Plan, Form of Non-statutory Stock Option Agreement (incorporated by
reference to Appendix E to the foregoing 2016 Equity Incentive Plan).

50



Table of Contents

10.4(c)t
10.5+

10.5(a)t

10.5(b)t

10.5(c)*+
10.6+

10.7%

10.8+

10.9+

10.10+

10.11%

10.12%

10.13%

10.14%

10.15%

10.16F

10.17%

1018+

14.1*
21.1*

23.1*
31.1%

Hyliion Inc. 2016 Equity Incentive Plan, Form of Stock Restriction Agreement (incorporated by reference
to Appendix F to the foregoing 2016 Equity Incentive Plan).

Hyliion Holdings Corp. 2020 Equity Incentive Plan (incorporated by reference to Exhibit 10.5 to the
Company’s Current Report on Form 8-K (File No. 001-38823) filed with the SEC on October 7, 2020).

Hyliion 2020 Equity Incentive Plan, Form of Stock Option Agreement (incorporated by reference to
Exhibit 99.3 to the Company’s Registration Statement on Form S-8 (File No. 333-251328) filed with the
SEC on December 14, 2020).

Hyliion 2020 Equity Incentive Plan, Form of RSU Award Agreement (incorporated by reference to
Exhibit 99.4 to the Company’s Registration Statement on Form S-8 (File No. 333-251328) filed with the
SEC on December 14, 2020).

Hyliion 2020 Equity Incentive Plan, Form of PRSU Award Agreement.

Employment Agreement, dated December 2, 2020, by and between Hyliion Holdings Corp. and Patrick
Sexton (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K (File
No. 001-38823) filed with the SEC on December 7, 2020).

Amendment to Employment Agreement, dated October 13, 2021, by and between Hyliion Holdings Corp.
and Patrick Sexton (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form
8-K (File No. 001-38823) filed with the SEC on October 14, 2021).

First Amendment to Industrial Lease, dated December 1, 2020, by and between IGX Brushy Creek, LLC
and Hyliion Inc. (incorporated by reference to Exhibit 10.12 to the Company’s Annual Report on Form
10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Second Amendment to Industrial Lease, dated June 2, 2021, by and between IGX Brushy Creek, LLC and
Hyliion Inc. (incorporated by reference to Exhibit 10.13 to the Company’s Annual Report on Form 10-K
(File No. 001-38823) filed with the SEC on February 24, 2022).

Third Amendment to Industrial Lease, dated December 17, 2021, by and between IGX Brushy Creek,
LLC and Hyliion Inc. (incorporated by reference to Exhibit 10.14 to the Company’s Annual Report on
Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Amended and Restated Employment Agreement, dated February 24, 2022, by and between Hyliion

Holdings Corp. and Thomas Healy (incorporated by reference to Exhibit 10.15 to the Company’s Annual
Report on Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Amended and Restated Employment Agreement, dated February 24, 2022, by and between Hyliion
Holdings Corp. and Sherri Baker (incorporated by reference to Exhibit 10.16 to the Company’s Annual
Report on Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Amended and Restated Employment Agreement, dated February 24, 2022, by and between Hyliion
Holdings Corp. and Dennis Gallagher (incorporated by reference to Exhibit 10.17 to the Company’s
Annual Report on Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Amended and Restated Employment Agreement, dated February 24, 2022, by and between Hyliion
Holdings Corp. and Patrick Sexton (incorporated by reference to Exhibit 10.18 to the Company’s Annual
Report on Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Amended and Restated Employment Agreement, dated February 24, 2022, by and between Hyliion
Holdings Corp. and Jose Oxholm (incorporated by reference to Exhibit 10.19 to the Company’s Annual
Report on Form 10-K (File No. 001-38823) filed with the SEC on February 24, 2022).

Employment Agreement, dated February 24, 2022, by and between Hyliion Holdings Corp. and Cheri
Lantz (incorporated by reference to Exhibit 10.20 to the Company’s Annual Report on Form 10-K (File
No. 001-38823) filed with the SEC on February 24, 2022).

Separation Agreement and General Release, dated September 15, 2022, by and between Hyliion Holdings
Corp. and Sherri Baker (incorporated by reference to Exhibit 10.1 to the Company's Quarterly Report on
Form 10-Q (File No. 001-38823) filed with the SEC on November 9, 2022).

Employment Agreement, dated September 12, 2022, by and between Hyliion Holdings Corp. and Jon

Panzer (incorporated by reference to Exhibit 10.2 to the Company's Quarterly Report on Form 10-Q (File
No. 001-38823) filed with the SEC on November 9, 2022).

Code of Business Conduct and Ethics, dated September 27, 2022.
List of Subsidiaries.

Consent of Grant Thornton Independent Registered Public Accounting Firm.
Certification of Principal Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
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31.2% Certification of Principal Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1%* Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
32.2% Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS* XBRL Instance Document
101.SCH* XBRL Taxonomy Extension Schema Document
101.CAL* XBRL Taxonomy Calculation Linkbase Document
101.DEF* XBRL Taxonomy Definition Linkbase Document
101.LAB* XBRL Taxonomy Extension Label Linkbase Document
101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document
104 Cover Page Interactive Data File (formatted as inline XBRL)
* Filed herewith.
T Indicates a management contract or compensatory plan or arrangement, as required by Item 15(a)(3).
+ The schedules and exhibits to this agreement have been omitted pursuant to Item 601(a)(5) of Regulation S-K. A copy

of any omitted schedule and/or exhibit will be furnished to the SEC upon request.

ITEM 16. FORM 10-K SUMMARY

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

HYLIION HOLDINGS CORP.

Date: February 28, 2023 By: /s/ Thomas Healy

Thomas Healy
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ Thomas Healy President and Chief Executive Officer and Director February 28, 2023
Thomas Healy (Principal Executive Officer)
/s/ Jon Panzer Chief Financial Officer February 28, 2023
Jon Panzer (Principal Financial Officer and Principal Accounting Officer)
/s/ Andrew H. Card, Jr. Director February 28, 2023

Andrew H. Card, Jr.

/s/ Elaine L. Chao Director February 28, 2023
Elaine L. Chao

/s/ Jeffrey A. Craig Director February 28, 2023
Jeffrey A. Craig

/s/ Vincent T. Cubbage Director February 28, 2023
Vincent T. Cubbage

/s/ Mary E. Gustanski Director February 28, 2023
Mary E. Gustanski

/s/ Howard Jenkins Director February 28, 2023

Howard Jenkins

/s/ Robert M. Knight, Jr. Director February 28, 2023
Robert M. Knight, Jr.

/s/ Stephen Pang Director February 28, 2023
Stephen Pang
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