
 
 

AGENDA 
November 21, 2024 – 8:30 am 
111 Washington Ave, Suite 100 

Albany, NY 12210 
Conference Room 

1. Welcome      Allen Maikels, Acting Chair  
 

2. Roll Call for Record     Allen Maikels, Acting Chair  
 

3. Minutes of Oct. 17, 2024 Meeting         Allen Maikels, Acting Chair 
 

4. Committee Reports: 
a. Finance Committee     Allen Maikels, Committee Chair 

i. Oct 2024 Financial Statements 
b. Audit Committee    Marcus Pryor, Committee Chair 

i. Approval External Audit Engagement Kevin Testo, Bonadio 
 

5. CFO Report      Amy Thompson, CFO 
 

6. Applications for Consideration 
a. Ecovative, LLC Application   Kevin Catalano 

i. (action) Resolution Approving Ecovative Loan 
b. Renewal – Northeast Pest Control 

i. (action) Resolution Approving Northeast Pest Control Renewal 
7. Executive Session 

 
8. Other Business   

 
9. CEO Report      Kevin O’Connor, CEO 

 
10. Adjournment      Allen Maikels, Acting Chair 

 



Roll Call 

November 21, 2024 – 8:30 a.m. 

111 Washington Ave, Suite 100, Albany, NY 12210 - Conference Room 

Board Member Present / Excused / Absent 
Jeffrey Stone, Chairman 
Alan Alexander, Treasurer 
Diana Ostroff, Secretary 
Allen Maikels, Member 
Marcus Pryor, Member 
Daniel Scarring, Member 
Susan Pedo, Member 
Caitlin O’Brien (Ex-Officio – J. Cunninham) 
Lucas Rogers (Ex-Officio – M. McLaughlin) 
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ALBANY BUSINESS DEVELOPMENT CORPORATION 
Financial Statement Narrative 

For the Period Ending YTD 
October 31, 2024 

This report provides an overview of the P&L and Balance Sheet for Albany Business Development 
Corporation YTD October 2024. 

In 2024 the ACBDC will continue to promote economic growth and business retention by offering 
financing to businesses. The businesses demonstrated strong possibilities for growth, real property 
improvement, increased employment, and retention of employment within the County. 

Total revenue for YTD October was $571,967 derived from bank, loan, and investment interest.  We were 
favorable to budget by $48,509. 

The ACBDC remains committed to financial transparency and accountability. Rigorous financial controls 
and reporting mechanisms are in place to ensure the effective and responsible use of funds in alignment 
with the organization's mission and objectives.  As of October the ACBDC has disbursed four loans in 
2024 for $180,000 to Moxie Owl, $550,000 to Common Roots, $750,000 to Mailworks and $135,000 to 
Faith Creative Names. 

The expenses YTD were $352,558 which was favorable to budget by $147,442 due to the Shovel Ready 
Site Development Fund reimbursement being significantly less than the budgeted amount. All in, the 
ACBDC has spent roughly $92,205 of the $1,000,000 pledged to the Alliance to assist with the expenses 
related to shovel ready sites.  

Our current cash position is strong at $9,438,127.  The decision to invest $7,000,000 in US Treasury Bills 
has resulted in additional investment interest earned annually.  The net income for the ACBDC at the end 
of October was $219,410. 

Our loan receivable balance stands at $10,637,452 and all loans are paid current. 

There are currently no identifiable significant risks or uncertainties that would impact the ACBDC’s future 
financial performance. 
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ALBANY BUSINESS DEVELOPMENT CORPORATION 

Financial Statement Narrative 
For the Period Ending YTD 

October 31, 2024 
 
 
Profit & Loss 
 
Operating Revenue – 
Application fees of $1,500 from Moxie Owl LLC, Common Roots and Mailworks for $500 each. 
 
Bank interest of $120,511. 
 
Loan interest received is in the amount of $271,285. 
 
Investment interest of $178,671. 
 
 
Operating Expenses– 
 
Shovel Ready Site Development Fund expenses of $52,697 are reimbursable items to the Alliance for 
Shovel Ready Site expenses paid to National Grid, Tom Owens, Young Sommer and GdB Geospatial LS. 
 
Agency Fee expenses of $299,861 include expenses reimbursed to the Alliance for YTD October which 
include payroll/benefits, professional/legal services, and miscellaneous office expenses. 
 
 
 
 
 
Balance Sheet 
 
Assets – 
 
Cash balance as of October 31, 2024 is $9,438,127 of which roughly $7,240,000 is invested in US 
Treasury bills. 
 
Loans receivable of $10,637,452 of which all loans are currently paid up to date. 
 
 
Liabilities – 
 
Due to Alliance balance of $61,723 includes reimbursable expenses for October 2024 for both operating 
expenses as well as Shovel Ready Site Development Fund expenses.   
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Total
ASSETS

   Current Assets

      Bank Accounts

         Restricted Cash

            10220 - M&T MM 3324 ALTECH ACBDC 1,669,227.92  

            10250 - M&T 4113 Al Tech Operating 528,724.93  

            10260 - US Treasury Bill - 6 months 2,630,736.53  

            10270 - US Treasury Bill - 12 months 2,609,977.84  

            10280 - US Treasury Bill - 12 months 1,999,459.76  

         Total Restricted Cash $                                                                            9,438,126.98  

         Unrestricted Cash

            10210 - M&T ACBDC Corp Checking 4105 24,060.36  

            10255 - M&T 3994 CRAF Operating 3.00  

         Total Unrestricted Cash $                                                                                 24,063.36  

      Total Bank Accounts $                                                                            9,462,190.34  

      Accounts Receivable

         14615 - Loans Receivable-Al Tech LT 10,637,452.09  

         14620 - Bad Debt Allowance -102,594.35  

         15150 - Accrued Loan Interest 27,001.36  

      Total Accounts Receivable $                                                                          10,561,859.10  

   Other Current Assets

      15200 - Accrued Investment Income 42,341.47  

   Total Fixed Assets $                                                                                 42,341.47  

   Total Current Assets $                                                                          20,066,390.91  

   Fixed Assets

      16000 - Furniture & Fixtures 6,588.00  

      16999 - Accumulated Depreciation -6,588.00  

   Total Fixed Assets $                                                                                          0.00  

TOTAL ASSETS $                                                                          20,066,390.91  

LIABILITIES AND EQUITY

   Liabilities

      Current Liabilities

         Accounts Payable

            20051 - Due to Advance Albany Co Alliance 61,722.96  

         Total Accounts Payable $                                                                                 61,722.96  

   Total Liabilities $                                                                                 61,722.96  

Net Position

      28615 - Trust Assets 15,650,961.00  

      30000 - Net Assets 6,176,905.00  

      Retained Earnings -2,042,607.67  

      Net Operating Revenues 219,409.62  

   Total Net Position $                                                                          20,004,667.95  

TOTAL LIABILITIES & NET POSITION $                                                                          20,066,390.91  

Albany County Business Development Corporation
Statement of Net Position

As of October 31, 2024
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Total
Operating Revenues

   41000 - Application Fees 1,500.00  

   44000 - Bank Interest 120,511.48  

   44050 - Loan Interest Earned 271,285.09  

   44100 - Investment Interest 178,670.88  

Total Operating Revenues $                                                                                          571,967.45  

Operating Expenses

   50034 -Shovel Ready Site Development Fees 52,696.68  

   50035 - Agency Fee 299,861.15  

Total Operating Expenses $                                                                                          352,557.83  

Change in Net Position $                                                                                          219,409.62  

Albany County Business Development Corporation

YTD Oct 2024
Statement of Revenue, Expenses and Changes in Net Position
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 Albany County Business Development Corporation
Budget vs. Actuals: 2024 Budget - FY24 P&L 

YTD Oct 2024

Actual Budget Budget Variance % of Budget
Operating Revenues

   41000 - Application Fees 1,500.00  2,625.00  -1,125.00  57.14%

   44000 - Bank Interest 120,511.48  208,333.34  -87,821.86  57.85%

   44050 - Loan Interest Earned 271,285.09  312,500.00  -41,214.91  86.81%

   44100 - Investment Interest 178,670.88  0.00  178,670.88  100.00%

Total Operating Revenues $           571,967.45  $                523,458.34  $                                  48,509.11  109.27%

Operating Expenses

   50034 -Shovel Ready Site Development Fees 52,696.68  208,333.34  -155,636.66  100.00%

   50035 - Agency Fee 299,861.15  291,666.66  8,194.49  102.81%

Total Operating Expenses $           352,557.83  $                500,000.00  -$                              147,442.17  70.51%

Change in Net Position $           219,409.62  $                  23,458.34  $                                195,951.28  935.32%
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1Bonadio & Co., LLP

November 21, 2024

Dear Members of the Board of Directors Albany County
Business Development Corporation,

We are pleased to present our 2024 Audit Plan for the
financial statements of Albany County Business
Development Corporation or (the “Organization”). The
information included in this report allows you to
understand the judgments we have made in planning
and scoping our audit procedures.

This report was prepared based on information obtained
from meetings with management, knowledge of the
Organization, consideration of the business environment
and risk assessment procedures. Our audit approach will
remain flexible and responsive to the Organization's
environment. Any significant changes to our audit plan
will be discussed with the Board of Directors at a future
meeting.

Discussion of our audit plan ensures our Bonadio
engagement team members understand your concerns
and together we agree on mutual needs and
expectations, which enables us to provide the highest
level of service and audit quality. We value and
encourage your observations and your input.

We look forward to addressing your questions and
discussing any other matters of interest. Please feel free
to call me at 518-250-7708.

Very truly yours,

Kevin Testo, CPA

Engagement Partner
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Executive Summary

Audit Planning Considerations

The Audit Highlights

• We affirm our independence from Albany County Business Development Corporation on 
an annual basis and determine Bonadio & Co., LLP is independent.

• We will assess the continued impacts of current economic environment on the 
Organization’s financial status and liquidity.

• We continue to work with your management team to make this audit process as efficient 
as possible.

• ASU 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement of 
Credit Losses on Financial Instruments (Year 2)



4Bonadio & Co., LLP

Audit 
Approach



5Bonadio & Co., LLP

Audit Approach

Our Primary Objectives are to:

• Perform an audit in accordance with Generally Accepted Auditing Standards
(GAAS) to obtain reasonable assurance the Organization’s financial
statements are prepared in accordance with Generally Accepted Accounting
Principles (GAAP), and are free from material misstatement whether caused
by error or fraud.

• Render an opinion on the financial statements of Albany County Business
Development Corporation as of December 31, 2024 and for the year then
ending.

• Our audit does not relieve management of its responsibilities with regard to
governance and oversight.

• An audit of financial statements includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control over financial
reporting.

Our Audit Deliverables

• Audit report on the Organization’s December 31, 2024 financial statements

• Preparation of Form 990 Filing
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Audit Approach

Risk Assessment Process and Results

Approach and Definitions

Our audit approach is based on the following principles:

• The use of a top-down, risk-based approach

• The application of well-reasoned professional judgment

• These principles, with the application of materiality, allow us to develop and
execute our audit approach in an effective and efficient manner. The results
of our risk assessment include the identification of audit risks and also drives
the identification of significant accounts. We evaluate audit risks as defined
below.

Fraud risk – requires special audit consideration in terms of the nature,
timing or extent of testing due to the consideration of incentives, pressures
and opportunities to commit fraud, likely magnitude of potential
misstatements and/or the likelihood of
the risk occurring.

Significant risk – requires special audit consideration in terms of the nature,
timing or extent of testing due to the risk’s nature, likely magnitude of
potential misstatement and/or likelihood of that risk occurring - including the
possibility that the risk may give rise to multiple misstatements.

Normal risk – relates to the relatively routine, non-complex transactions that
tend to be subject to systematic processing and require little management
judgment. Although a risk of material misstatement exists, there are no
special factors related to the nature, the likely magnitude of the potential
misstatements or the likelihood of the risk occurring.
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Audit Approach

Risk Assessment Process and Results

Fraud and Significant Risks

We have outlined below the fraud and significant risks identified based on our 
preliminary risk assessment process, together with our planned audit response.

Significant assumptionsRisk Description

• Test journal entries focusing on 
certain characteristics that may 
indicate a risk of fraud

• Test underlying assumptions used 
in any sensitive accounting 
estimates

• Review financial statements for 
inaccurate or omitted disclosures

• Make inquiry of key members of 
management

Management Override – Risk of 
management override of controls, 
including accounting for significant 
unusual transactions, particularly 
sensitive accounting estimates, and 
manual journal entries  

• Assess relevant revenue controls 
for design effectiveness and 
implementation

• Test manual journal entries 
focusing on unusual entries that 
impact revenue

• Test material revenue transactions

Revenue recognition – A significant 
risk of fraud in revenue recognition 
exists
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Audit Approach

Timeline and Communication Plan

The table below outlines our expected timing of communications and planned
audit procedures. In addition, we may communicate with you more frequently, if
and when significant matters arise.

November 2024 – January 2025:
Planning

• Meet with Management to understand
the business, assess risk and obtain
update of business and operating plan

• Assess the key audit risks and
materiality

• Complete understanding of controls
and preliminary scoping of accounts,
processes and locations

March 2025: Completion

• Meet with the Board of 
Directors  to discuss 
results of the audit

• Subsequent event 
procedures

February 2025: Execution

• Perform substantive procedures as of year-end
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Audit Approach

Client Service Team

Kevin Testo
Engagement Partner
ktesto@bonadio.com
(518) 250-7708

Samuel Zadrozny
Manager
szadrozny@bonadio.com
518-250-7725

Spencer Wickert
Senior
swickert@bonadio.com
518-250-7719
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Audit Approach

Other Required Communications

Fraud

We are required to make certain inquiries of the Board of Directors related to
fraud risks. In addition, as part of our overall response to fraud risk, we
incorporate unpredictability into our audit by modifying the nature, timing and
extent of our procedures.

Fraud is a broad legal concept, and auditors do not make legal determinations
of whether fraud has occurred. Rather, the auditor's interest specifically relates
to acts that result in a material misstatement of the financial statements. The
primary factor that distinguishes fraud from error is whether the underlying
action that results in the misstatement of the financial statements is intentional.
The following two types of misstatements are relevant to the auditor's
consideration of fraud:

Misstatements arising from fraudulent 
financial reporting are intentional 
misstatements or omissions of amounts or 
disclosures in financial statements designed 
to deceive financial statement users when the 
effect causes the financial statements not to 
be presented in all material respects, in 
conformity with generally accepted 
accounting principles (GAAP).

Misstatements arising from 
misappropriation of assets involve the theft 
of an entity's assets when the effect of the 
theft causes the financial statements not to 
be presented, in all material respects, in 
conformity with GAAP.

Fraud Items 
For Discussion:

• Programs and controls in place 
to mitigate the risk of fraud and 
error

• Specific concerns about 
the risk of fraud or error

• Any actual, alleged or 
suspected fraud

• Violations or possible violations 
of law

• Other matters relevant to the 
audit
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Audit Approach

Other Required Communications

Independence

There are no relationships or other matters identified that might reasonably be
thought to bear on independence.

Non-compliance with laws and regulations and illegal acts

We have not identified any instances of non-compliance with laws and
regulations. We have not identified any potential illegal acts.

Significant issues discussed with management prior to appointment or
retention

There are no significant issues discussed with management in connection with
the retention of Bonadio.

Obtain information relevant to the audit

We will inquire of the Board of Directors about whether it is aware of matters
relevant to the audit and about the risks of material misstatement.
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Appendices
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Focused on Your Success

We recognize that Board members
and organization leaders have
tremendous responsibilities today,
facing increasingly complex demands
in all areas of their operations as well
as navigating uncertain futures. The
Bonadio Group offers a broad range of
consulting solutions to help Board
Members and Leadership Teams
achieve their organizations’ goals.
From analysis to execution, we deliver
focused advisory services that drive
growth and profitability and mitigate
risk The. following are a few select
areas for which we have provided
advisory services to organizations just
like yours.

Operational Efficiencies: An
efficiency study provides the insight to
achieve goals; whether increasing
profitability, mitigating risk, updating
policies and procedures or analyzing
cash flow.

Profitability Analysis: Our analysis
helps stabilize revenues and identify
new growth opportunities to increase
profitability. It often provides a new
perspective and encourages
development of even stronger
relationships with your A- list
customers and your service lines.

Cash Flow Management: We
calculate and review targeted
forecasts, cash ratios, quick ratios, and
current ratios to create various
scenarios to provide the business
intelligence to make strategic
decisions.

Compliance Requirements: We
review, assess, train and develop
compliance programs in accordance
with the regulations of your industry,
from HIPAA to corporate
compliance, including a virtual
Compliance Officer for your entity.

Outsource Accounting & Finance:
Our Outsource Accounting Team has
helped hundreds of businesses across
multiple industries achieve their goals
and financial peace of mind. Take the
weight of finance and accounting off
your team’s shoulders and give it to
us, connect with me today. For
assistance please contact Gregg
Genovese, Partner, at 585.249.2878.

Bonadio Advisory 
Analysis to Execution.

Focused on Your Success.
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Independent Auditor’s Report 
 
Members  
Ecovative Design LLC  
Green Island, New York 
 
Opinion 
 
We have audited the consolidated financial statements of Ecovative Design LLC, and Subsidiary 
(collectively, the Company), which comprise the consolidated balance sheets as of December 31, 2023 and 
2022, the related consolidated statements of operations and members’ equity, and cash flows for the years 
then ended, and the related notes to the consolidated financial statements (collectively, the financial 
statements). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Company as of December 31, 2023 and 2022, and the results of their operations and their 
cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS).  Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be 
independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant 
ethical requirements relating to our audits.  We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue 
as a going concern within one year after the date that the financial statements are available to be issued. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion.  Reasonable assurance is a high level of assurance but is not absolute assurance and therefore 
is not a guarantee that an audit conducted in accordance with GAAS will always detect a material 
misstatement when it exists.  The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. 
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Ecovative Design LLC, and Subsidiary 
Page 2 
 
 

 

Auditor’s Responsibilities for the Audit of the Financial Statements - Continued 
 
In performing an audit in accordance with GAAS, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether  
due to fraud or error, and design and perform audit procedures responsive to those risks.   
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control.  Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Company’s ability to continue as a going concern for a 
reasonable period of time. 
 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 
that we identified during the audit. 
 
Supplementary Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.  
The consolidated schedules of operating expenses are presented for purposes of additional analysis and 
are not a required part of the financial statements.  Such information is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used to prepare 
the financial statements.  The information has been subjected to the auditing procedures applied in the 
audits of the financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America.  In our opinion, the information is 
fairly stated in all material respects in relation to the financial statements as a whole.   
 
 

 
 
Latham, New York 
March 29, 2024
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Ecovative Design LLC  
 

Consolidated Balance Sheets 
 
 

See accompanying Notes to Financial Statements. 
Page 3  

ASSETS 2023 2022

CURRENT ASSETS
Cash and cash equivalents 9,578,871$     8,307,251$    
Investments 4,957,588       8,955,883      
Accounts receivable, net 2,040,092       348,187         
Other receivables -                      277,054         
Due from related party, net 575,719          838,574         
Inventory 452,199          417,476         
Prepaid expenses and other 1,078,075       429,189         

Total current assets 18,682,544     19,573,614    

PROPERTY AND EQUIPMENT, net 23,158,540     22,380,005    

OTHER ASSETS
Deposits 14,800            14,800           
Notes receivable 1,456,968       1,304,828      
Operating lease right-of-use asset 7,249,089       8,379,492      
Investment in MyForest 12,095,280     -                     
Intangible assets 533,479          1,225,617      
Patents and trademarks, net 2,920,659       2,094,124      

24,270,275     13,018,861    

66,111,359$   54,972,480$  

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts payable 1,227,743$     3,317,383$    
Accrued expenses 1,421,117       1,262,972      
Current portion of operating lease liabilities 1,313,259       1,302,197      
Other -                      103,626         
Customer deposits 600,548          276,202         

Total current liabilities 4,562,667       6,262,380      

LONG-TERM LIABILITIES
Operating lease liabilities, net of current portion 6,119,623       7,159,990      

COMMITMENTS AND CONTINGENCIES

MEMBERS' EQUITY 55,429,069     41,550,110    

66,111,359$   54,972,480$  

December 31,
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Ecovative Design LLC 
 

Consolidated Statements of Operations and Members’ Equity 
 
 

See accompanying Notes to Financial Statements. 
Page 4 

2023 2022
REVENUES

Contract services 9,927,069$      5,369,762$      
Sales, products 3,228,065        623,163           
Licensing fees 34,525             269,042           
Other -                       15                    

13,189,659      6,261,982        

EXPENSES
Manufacturing/cost of sales 3,059,061        289,630           
Operating expenses

Production overhead 5,202,309        923,598           
Research and development 1,863,800        5,603,341        
Research and development, billable 2,550,130        3,009,604        
Sales and marketing 2,427,531        2,119,338        
Administration 11,001,831      7,824,066        

Depreciation and amortization 3,177,340        978,015           
29,282,002      20,747,592      

Loss from operations (16,092,343)     (14,485,610)     

OTHER INCOME (EXPENSE)
Investment income, net 36,269             151,585           
Interest income 559,969           -                       
Other 561                  -                       
Translation losses (15,362)            (77,885)            
Equity in net loss - MyForest Co. (2,903,993)       (2,963,090)       

(2,322,556)       (2,889,390)       

NET LOSS (18,414,899)     (17,375,000)     

MEMBERS' EQUITY, beginning of year 41,550,110      57,861,061      

Issuance of Class A Units 31,282,927      -                       
Compensation as a result of granted Class B Units 1,010,931        1,064,049        

MEMBERS' EQUITY, end of year 55,429,069$    41,550,110$    

Years Ended December 31,
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Ecovative Design LLC 
 

Consolidated Statements of Cash Flows 
 
 

See accompanying Notes to Financial Statements. 
Page 5 

2023 2022

CASH FLOWS PROVIDED (USED) BY OPERATING ACTIVITIES
Net loss (18,414,899)$     (17,375,000)$     
Adjustments to reconcile net loss to net cash and cash equivalents

 provided (used) by operating activities, net of the effects of the 
acquisition of Lambert Europa

Amortization of intangibles 141,740             -                         
Amortization of patents and trademarks 84,096               74,701               
Patents in process written off 2,840                 7,102                 
Depreciation and amortization 2,951,504          903,314             
Unrealized gains on investments (36,269)              (54,245)              
Equity in net loss - MyForest 2,903,993          2,963,090          
Compensation costs -  Class B Units 1,010,931          1,064,049          
Foreign currency transaction gains 7,913                 24,000               
Adjustment to operating lease right-of-use asset 1,130,403          845,337             
Accretion of operating lease liability 196,588             103,451             
Decrease (increase) in

Accounts receivable (1,691,905)         165,129             
Due from related party, net 262,855             88,354               
Inventory (34,723)              (130,249)            
Prepaid expenses (648,886)            (156,788)            
Accrued interest (79,226)              (54,000)              
Other receivables 13,200               -                         

Increase (decrease) in
Accounts payable (1,804,594)         722,393             
Operating lease liability for cash paid (1,306,720)         (866,093)            
Accrued expenses 158,145             396,921             
Other (103,626)            -                         
Customer deposits 324,346             262,476             

(14,932,294)       (11,016,058)       

CASH FLOWS PROVIDED (USED) BY INVESTING ACTIVITIES
Purchase of property and equipment (3,356,487)         (14,102,626)       
Purchases of investments (16,465,436)       (8,901,638)         
Proceeds from the maturities of investments 20,500,000        -                         
Purchases of MyForest preferred stock (14,999,273)       -                         
Advances on notes receivable -                         (1,274,828)         
Acquisition of Lambert Europa, net of cash acquired -                         (2,001,901)         
Purchase price adjustment related to Lambert Europa 155,654             -                         
Costs of patents and trademarks (913,471)            (869,923)            

(15,079,013)       (27,150,916)       

CASH FLOWS PROVIDED (USED) BY FINANCING ACTIVITIES
Proceeds from the issuance of Class A units 31,399,055        -                         
Costs of issuance of Class A units (116,128)            -                         

31,282,927        -                         

Change in cash and cash equivalents 1,271,620          (38,166,974)       

CASH AND CASH EQUIVALENTS, beginning of year 8,307,251          46,474,225        

CASH AND CASH EQUIVALENTS, end of year 9,578,871$        8,307,251$        

SUPPLEMENTARY CASH FLOW INFORMATION
Noncash financing activities

Right-of-use assets obtained in exchange for new operating lease obligations -$                       3,970,403$        

Years Ended December 31,
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Note 1 - Organization and Summary of Significant Accounting Policies 
 
a. Organization 
 
Ecovative Design LLC (Ecovative) is a New York limited liability company organized in May 2007.  
Ecovative develops and markets bio-based materials for use in a number of industries including 
alternative meat products, protective packaging materials, animal-free leather, and other products.  
 
Ecovative believes that certain of its bio-based materials require less energy to create, can be grown 
from diverse regional low-value agricultural feedstocks, and can be composted at the product’s end 
of life without significant processing.  Ecovative’s technology platform, which is protected by both 
issued and pending patents, is based around a fast-growing filamentous organism known as fungal 
mycelium.  Fungal mycelium is a living resin which is akin to the root structure of a mushroom, and 
which can transform low-value agricultural feedstocks, such as corn husks or wood waste, into strong, 
higher performing and cost-competitive bio-based materials for use in a variety of industries.   
In addition, Ecovative is developing a mycelium-only biomaterial that it believes is environmentally 
responsible, will be economically competitive, and will provide equal or better performance than 
comparable plastic foams. 
 
Ecovative enters into strategic partnerships with third parties to use its mycelium-based technology 
to develop and market its products in order to accelerate development and commercialization.   
Such partnerships are typically in the form of development agreements and/or license agreements. 
 
In addition to furthering research and development activities principally related to mycelium-based 
technology, during the years ended December 31, 2023 and 2022, Ecovative continued to advance 
certain technology applications and production capabilities. 
 
The Company’s activities are subject to significant risks and uncertainties, including failing to secure 
additional funding to operationalize the Company’s current technology before another company 
develops similar technologies, products, or applications. 
 
b. Consolidation 
 
The consolidated financial statements include the accounts of Ecovative and its wholly owned 
subsidiary (collectively the Company - Note 2).  All significant intercompany transactions and 
balances are eliminated in consolidation. 

 
c. Basis of Accounting  
 
The Company’s financial statements are prepared in conformity with accounting principles generally 
accepted in the United States of America (U.S. GAAP).  

 
d. Estimates 
 
The preparation of financial statements in conformity with U.S. GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting year.  Actual results could differ from those estimates. 
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 

e. Business Combinations  
 
Business combinations are accounted for in accordance with Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) 805, Business Combinations, under the acquisition 
method of accounting.  The carrying amounts of the assets acquired and liabilities assumed in an 
acquisition are adjusted to their acquisition-date estimated fair values as determined by the 
Company’s management based on information currently available and on current assumptions on 
future operations.  The excess of the consideration transferred (i.e., purchase price) over the fair 
value of the net assets acquired in the acquisition is recognized as goodwill. 
 
The Company has elected the accounting alternative provided in Accounting Standards Update 
(ASU) 2014-18, Business Combinations (Topic 805): Accounting for Identifiable Assets in a Business 
Combination, which, among other things, provides private companies an alternative to not separately 
recognize intangible assets associated with customer-related intangibles, unless they are capable of 
being sold or licensed independently from the other assets of the business and noncompete 
agreements.  Under ASU 2014-18, those intangibles are subsumed into goodwill.  Also included in 
goodwill from a business combination is the subsumed value of certain other intangible assets, such 
as an assembled and trained workforce, that do not qualify for separate recognition.  The fair value 
of the identifiable net assets acquired is recorded at its estimated fair values, as determined by the 
Company’s management based on information currently available and on current assumptions as to 
future operations. 
 
The Company adopted the accounting alternatives for amortizing goodwill and for goodwill 
impairment triggering event evaluation available to private companies.  Accordingly, the Company 
amortizes goodwill on a straight-line basis over 10 years.  The Company performs a goodwill 
impairment triggering event evaluation at the Company level as of the end of each reporting period.  
When a triggering event occurs, the Company first assesses qualitative factors to determine whether 
the quantitative impairment test is necessary.  If that qualitative assessment indicates that it is more 
likely than not that goodwill is impaired, the Company performs the quantitative test to compare the 
Company’s fair value with its carrying amount, including goodwill.  If the qualitative assessment 
indicates that it is not more likely than not that goodwill is impaired, further testing is unnecessary.  
The goodwill impairment loss, if any, represents the excess of the carrying amount of the Company 
over its fair value.  No triggering events occurred as of December 31, 2023 and 2022, that required 
goodwill impairment testing and, accordingly, no impairment loss was recorded in 2023 and 2022. 
 
f. Cash and Cash Equivalents 
 
For purposes of reporting the statements of cash flows, the Company considers all cash accounts, 
which are not subject to withdrawal restrictions or penalties, and all highly liquid debt instruments 
purchased with a maturity of three months or less to be cash equivalents. 
 
g. Accounts Receivable 
 
Accounts receivable are carried at original invoice amount, or the amount expected  
to be invoiced, less any payments applied.  Recoveries of accounts receivable previously written off 
are recorded when received.   
 
Accounts receivable are considered to be past due if any of the balance is outstanding for more than 
30 days and up to 60 days if contractually agreed upon.  The Company generally does not charge 
interest for any past due accounts. 
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 
h. Allowance for Credit Losses and Doubtful Accounts  

 
The Company adopted FASB ASC 326, Financial Instruments--Credit Losses, as of January 1, 2023, 
with the cumulative-effect transition method with the required prospective approach.  The 
measurement of expected credit losses under the current expected credit loss ("CECL") methodology 
is applicable to financial assets measured at amortized cost, which include trade receivables and 
non-current receivables.  An allowance for credit losses under the CECL methodology is determined 
using the loss-rate approach and measured on a collective (pool) basis when similar risk 
characteristics exist.  Where financial instruments do not share risk characteristics, they are 
evaluated on an individual basis.  The CECL allowance is based on relevant available information, 
from internal and external sources, relating to past events, current conditions, and reasonable and 
supportable forecasts.  The allowance for credit losses as of December 31, 2023, and change in the 
allowance for credit losses during the year ended December 31, 2023, was not material to the 
financial statements. 

  
Prior to adoption of ASC 326, the Company maintained an allowance for doubtful accounts to reserve 
for potentially uncollectible receivables.  The allowance for doubtful accounts as of December 31, 
2022, was not material to the financial statements. 
 
i. Inventory 
 
Inventory is reported at the lower cost or net realizable value using the first-in, first-out (FIFO) method.   
 
j. Investments  

 
The Company’s investment portfolio consists of U.S. Treasury bills, classified as trading securities.  
Such fixed income debt securities are reported at fair value, with realized and unrealized gains and 
losses recognized in earnings.   The Company uses the specific identification method to determine 
the cost of securities sold.  

 
k. Investment in MyForest Food Co. 

 
The Company accounts for its investment in MyForest Food Co. (MyForest) using the equity method 
of accounting.  Under the equity method of accounting, the Company’s share of the net earnings or 
losses of MyForest is recognized through other income (expense) in the Company’s statement of 
operations.  The Company’s carrying value in MyForest is reflected in the caption “Investment in 
MyForest” in the accompanying consolidated balance sheet. 
 
When the Company’s carrying value in MyForest is reduced to zero, no further losses are recognized 
in the Company’s financial statements unless the Company guarantees obligations or has committed 
to further funding.  When MyForest subsequently reports income, the Company will not record its 
share of income until it equals the amount of losses not previously recognized. 
 
l. Property and Equipment, Net 
 
Property and equipment are reported at cost, net of accumulated depreciation and amortization.  
Expenditures for acquisitions, renewals, and betterments are capitalized, whereas maintenance and 
repair costs are expensed as incurred.  When property and equipment are retired or otherwise 
disposed of, the appropriate accounts are relieved of costs and accumulated depreciation and/or 
amortization, and any resultant gain or loss is credited or charged to operations. 
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 
l. Property and Equipment, Net - Continued 
 
Depreciation is provided for in amounts to relate the cost of the assets to operations over their 
estimated useful lives on a straight-line basis.  Amortization is provided for in amounts to relate the 
cost of the leasehold improvement to operations over its estimated useful life or the lease term, 
whichever is shorter, on a straight-line basis.  Estimated lives used in determining depreciation and 
amortization vary from three to fifteen years. 
 
m. Patents and Trademarks, Net 
 
Legal costs incurred to apply for and protect patents and trademarks are capitalized.  If management 
believes that a patent and/or trademark application is likely to be denied, previously capitalized costs 
are charged to expense upon such determination.  Costs capitalized are amortized over the estimated 
useful lives of the patent or trademark, currently 5 to 15 years.   
 
n. Long-Lived Assets 
 
Long-lived assets to be held and used are tested for recoverability whenever events or changes in 
circumstances indicate that the related carrying amount may not be recoverable.  When required, 
impairment losses on assets to be held and used are recognized based on the excess of the asset’s 
carrying amount over its fair value.  No impairment loss was recorded for long-lived assets during the 
years ended December 31, 2023 and 2022. 

 
o. Leases  

  
The Company determines if an arrangement is or contains a lease at inception, which is the date on 
which the terms of the contract are agreed to, and the agreement creates enforceable rights and 
obligations.  A contract is or contains a lease when (i) explicitly or implicitly identified assets have 
been deployed in the contract and (ii) the Company obtains substantially all of the economic benefits 
from the use of that underlying asset and directs how and for what purpose the asset is used during 
the term of the contract.  The Company also considers whether its service arrangements include the 
right to control the use of an asset. 
 
The Company recognizes most leases on its balance sheets as a right-of-use (ROU) asset 
representing the right to use an underlying asset and a lease liability representing the obligation to 
make lease payments over the lease term, measured on a discounted basis.  Leases are classified 
as either finance leases or operating leases based on certain criteria.  Classification of the lease 
affects the pattern of expense recognition in the income statement. 
  
The Company made an accounting policy election available under FASB ASC Topic 842, Leases, 
not to recognize ROU assets and lease liabilities for leases with a term of 12 months or less.  For all 
other leases, ROU assets and lease liabilities are measured based on the present value of future 
lease payments over the lease term at the commencement date of the lease (or January 1, 2022, for 
existing leases upon the adoption of Topic 842).  The ROU assets also include any initial direct costs 
incurred and lease payments made at or before the commencement date and are reduced by any 
lease incentives received.  To determine the present value of lease payments, the Company made 
an accounting policy election available to non-public companies to utilize a risk-free borrowing rate, 
which is aligned with the lease term at the lease commencement date (or remaining term for leases 
existing upon the adoption of Topic 842). 
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 
o. Leases - Continued 
 
Future lease payments may include fixed rent escalation clauses or payments that depend on an 
index (such as the consumer price index), which is initially measured using the index or rate at lease 
commencement.  Subsequent changes of an index and other periodic market-rate adjustments to 
base rent are recorded in variable lease expense in the period incurred.  Residual value guarantees 
or payments for terminating the lease are included in the lease payments only when it is probable, 
they will be incurred. 
  
The Company has made an accounting policy election to account for lease and non-lease 
components in its contracts as a single lease component for its real estate, vehicle, and equipment 
asset classes.  The non-lease components typically represent additional services transferred to the 
Company, such as common area maintenance for real estate, which are variable in nature and 
recorded in variable lease expense in the period incurred. 
  
p. Revenue Recognition  
 
Revenue is derived from customers and is recognized under a five-step model as follows: 
 

 Identify the contract with a third-party payer; 

 Identify the performance obligation in the contract; 

 Determine the transaction price; 

 Allocate the transaction price to the performance obligations in the contract; and 

 Recognize revenue when or as the performance obligations are satisfied. 
 
The Company’s revenue is primarily derived from service agreements, licensing fees and product 
and product development sales.  The transaction price is the amount of consideration to which the 
Company expects to be entitled in exchange for transferring the products and/or services to the 
customer.  Transaction prices are set for each performance obligation in the contract.  Payment is 
expected from customers when the performance obligations are satisfied.  The Company records 
accounts receivable when it has the unconditional right to issue an invoice and receive payment.   
 
Contract service fees result from Ecovative providing services to aid MyForest’s business and 
research and development operations.  Service fees include interim leadership, contract research 
and development, contract production, readiness to service and property and equipment utilization.  
 
Revenue related to these services are recognized over time as MyForest consumes the benefits of 
the services the Company performs.  The timing of revenue recognition is based on an input measure, 
which is based on labor and material costs incurred to date as they relate to the estimated total costs 
related to the services provided. 

 
MyForest is invoiced based upon the contractual agreement between the parties, which is either 
monthly or quarterly, depending on the service provided.  Ecovative’s right to consideration from 
MyForest directly corresponds to the value received by MyForest from Ecovative’s performance 
completed to date.  Therefore, Ecovative recognizes revenue related to service fees using the right-
to-invoice practical expedient, which allows it to recognize revenue in the amount invoiced based on 
the material costs and number of hours worked and the agreed-upon hourly rates. 
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 
p. Revenue Recognition - Continued 
 
Licensing Fees:  Licensing fees result from the licensing of intellectual property rights within a 
specified field of use.  Licensing agreements typically include non-refundable upfront fees and 
payments based upon achievement of sales-based milestones or royalties on net product sales in 
the case of licenses to be used in manufacturing.  Non-refundable upfront fees are considered fixed, 
while milestone payments and royalties are identified as variable consideration. 
 
Licenses of the intellectual property are considered to provide the customer with a right to use the 
intellectual property with significant standalone functionality.  Because the license is for functional 
intellectual property, revenue generally is recognized at the point in time when the Company transfers 
control of the license.  Therefore, revenue is recognized from non-refundable, up-front fees when the 
license is transferred to the customer, and the customer can use and benefit from the license.  Under 
arrangements that include sales-based royalties, including milestone payments based on the level of 
sales, the license is deemed to be the predominant item to which the royalties relate, and revenue is 
recognized when the related sales occur.   

 
Product and Product Development Sales:  Product and product development sales are derived from 
the manufacturing and sale of products as well as the performance of research for the enhancement 
of its intellectual property technology licensed to customers. 
 
Revenue from product sales is recognized when control of the product transfers, generally upon 
shipment to the customer.  Shipping and handling activities related to contracts with customers are 
considered costs to fulfill the promise to transfer the associated product and not as a separate 
performance obligation. 
 
Revenue from product development sales is recognized as the research is performed.   

 
Revenues from licensing fees, product sales, and product development sales depend on demand for 
the Company’s products and technologies.  Scientific advancements and changes in technology can 
significantly change the usefulness of the Company’s products and may significantly impact 
revenues. 
 
Amounts received but not yet earned, if any, are reported as customer deposits. 
 
The Company’s contract asset, accounts receivable, net, was approximately $177,000 at  
January 1, 2022.  Customer deposits at January 1, 2022 were $13,700. 
 
The Company’s may be required to collect, on behalf of certain taxing authorities, sales and use 
taxes based on a percentage of qualifying sales.  The Company’s policy is to exclude such taxes 
from the transaction price of all revenue when collected, and from expenses when paid.  The 
Company records amounts collected as a current liability and relieves such liability upon remittance 
to the taxing authority without impacting revenues or expenses. 
 
q. Grant Revenue 

 
When applicable, revenues from grants are recognized according to the specific agreement.  
Generally, revenue from grants are considered non-exchange transactions.  Grant revenue is 
recognized when conditions that are specific to each grant agreement are overcome, which is largely 
to the extent of projected expenses incurred.   

 
r. Research and Development 
 
Research and development costs are expensed as incurred.   
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Note 1 - Organization and Summary of Significant Accounting Policies - Continued 
 

s. Income Taxes 
 
The Company is treated as a partnership for income tax purposes and, therefore, incurs no federal 
or state income tax liability.  The Company’s taxable income or loss is allocated among the members 
in accordance with the Limited Liability Company Agreement (See Note 8a). 
 
When income tax returns are filed, it is highly certain that some positions taken would be sustained 
upon examination by the taxing authorities, while others are subject to uncertainty about the merits 
of the tax position taken or the amount of the position that would ultimately be sustained.  
Management has evaluated tax positions taken and has concluded that there are no material tax 
positions that required adjustment in its financial statements as of December 31, 2023 and 2022. 

 
t. Advertising Costs 
 
Advertising costs are expensed when incurred and totaled approximately $23,200 and $13,000 for 
the years ended December 31, 2023 and 2022, respectively.  
 
u. Shipping and Handling 
 
Shipping and handling costs are included in manufacturing/cost of sales and other operating expense 
categories and totaled approximately $627,200 and $279,900 for the years ended December 31, 
2023 and 2022, respectively. 

 
v. Subsequent Events 
 
Subsequent events have been evaluated for potential recognition or disclosure through  
March 29, 2024, the date the financial statements were available to be issued. 

 
 
Note 2 - Acquisition of Lambert Spawn Europa B.V. 
 

In December 2022, Ecovative entered into a Share Sale and Purchase Agreement (Agreement) to 
acquire all of the issued shares of Lambert Spawn Europa B.V. (Ecovative Spawn and Substrate), a 
manufacturer of mushroom spawn located in the Netherlands for approximately $3.4M, subject to 
adjustment. 
 
The Agreement provided for, among others: a purchase price adjustment based upon a specified 
amount of working capital to be delivered at closing, transition support, non-competition periods and 
a perpetual license agreement.  Contingent consideration, payable upon the achievement of a 
specified level of spawn production over a two-year period, is not material.  
 
Operations of Ecovative Spawn and Substrate are consolidated within the accounts of the Company 
as of the acquisition date. 
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Note 2 - Acquisition and Lambert Spawn Europa - Continued 
 

Details of the acquisition of Ecovative Spawn and Substrate at December 1, 2022 were as follows: 
 

Consideration
Amount settled in cash 2,007,000$    
Liabilities assumed 1,347,000      

Fair value of consideration transferred 3,354,000$    

Recognized amounts of identifiable net assets
Receivables 350,000$       
Inventories 267,000          
Other 120,000          
Property and equipment 1,127,000      
Intangible assets and goodwill 1,226,000      

3,090,000      
Working capital adjustment due from seller 264,000          

3,354,000$    
 

 
Assets acquired in the combination were initially based upon provisional amounts as fair values of 
property and equipment, customer relationships, and license agreements had not been determined 
or finalized.  Adjustments to provisional amounts initially recognized in 2022 were not material in 
2023. 
 
Amortization of provisional amounts allocated to long-term assets and intangibles during 2022 was 
not material. 
 

 
Note 3 - Investment in and Transactions with MyForest Foods Co. 
 

MyForest was initially established as a wholly-owned subsidiary of the Company in March 2020.  
Concurrent with the sale of preferred stock by MyForest in May 2021, the Company’s interest in 
MyForest was reduced to a less than controlling interest and MyForest was deconsolidated. 
 
During 2023, Ecovative purchased substantially all of a new series of preferred stock issued by 
MyForest.  Subsequent to year end, the Company purchased additional shares of the preferred stock 
at an aggregate purchase price of approximately $3,500,000. 
 
In addition to its investment, the Company is a party to agreements with MyForest further described 
below. 
 
a. Service and License Agreement 
 
Pursuant to a service and licensing agreement, Ecovative provides certain services to support 
MyForest’s business operations and research and development efforts.  Further, Ecovative agreed 
to license and assign certain IP rights in the field of food products for consumption by humans as well 
as cell cultures for human food products using the Company’s’ mycelium technology to MyForest, as 
outlined in the agreement.  The agreement may be terminated upon mutual consent of Ecovative and 
MyForest. 
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Note 3 - Investment in and Transactions with MyForest Foods Co. - Continued 
 
a. Service and License Agreement - Continued 
 
Services under the agreement are rendered in accordance with statements of work agreed to by 
Ecovative and MyForest.  
 
Ecovative earned approximately $5,196,100 and $5,300,000 during 2023 and 2022, respectively, 
pursuant to the services portion of the agreement.  
 
b. Substrate Supply Agreement 

 
During 2023, the Company entered into a substrate supply agreement with MyForest.  Pursuant to 
the agreement, Ecovative supplies substrate for the production of mycelium materials for MyForest 
to produce mycelium-based food products.  The agreement may be terminated upon mutual consent 
of the Company and MyForest. 
 
Sales to MyForest under the supply agreement approximated $189,700 during the year ended 
December 31, 2023.  

 
c. Due from Related Party, Net 
 
Amounts due from MyForest at December 31, 2023 and 2022 represent amounts billed to MyForest 
under the agreements, net of amounts due to MyForest incurred in the ordinary course of business. 
 
d. Lease Agreement 

 
The Company leases a portion of a building from MyForest.  Lease expense approximated $381,500 
in each of the years ended December 31, 2023 and 2022. 
 
e. Condensed Financial Information 
 
Condensed financial information of MyForest is as follows: 
 

Assets 2023 2022

Current assets 5,946,000$      16,870,000$    
Property and equipment, net 25,089,000      21,570,000      
Other 7,330,000        8,307,000        

38,365,000$    46,747,000$    

Liabilities and Stockholders' Equity

Current liabilities 7,992,000$      6,307,000$      
Long-term liabilities 10,490,000      17,732,000      

18,482,000      24,039,000      

Stockholders' equity 19,883,000      22,708,000      

38,365,000$    46,747,000$    

December 31,
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Note 3 - Investment in and Transactions with MyForest Foods Co. - Continued 
 
b. Condensed Financial Information - Continued 

 

2023 2022
Revenues 175,000$         27,000$           
Operating expenses 16,057,000      11,280,000      
Other expenses, net 2,259,000        1,567,000        

Net loss 18,141,000$    12,820,000$    

For the Year Ended December 31,

 
 
 

Note 4 - Property and Equipment, Net 
 
A summary of the Company’s property and equipment, net, is as follows:   
 

2023 2022

Production equipment 2,398,953$      2,483,408$      
Leasehold improvements 13,401,739      1,360,913        
Furniture and fixtures 14,800,295      6,947,853        
Software 142,513           142,513           

30,743,500      10,934,687      
Less accumulated depreciation and amortization 7,584,960        4,632,843        

23,158,540      6,301,844        
Work-in-progress -                       16,078,161      

Property and equipment, net 23,158,540$    22,380,005$    

December 31,

 
 
Depreciation and amortization expense totaled approximately $2,951,600 and $903,300 for the years 
ended December 31, 2023 and 2022, respectively. 

 
 
Note 5 - Patents and Trademarks, Net 

 
A summary of the Company’s patents and trademarks, net, is as follows:   
 

2023 2022

Patents and trademarks issued 1,143,615$    1,130,718$    
Less accumulated amortization on patents and 

trademarks issued 425,166         341,070         
718,449         789,648         

Patents and trademarks in process 2,202,210      1,304,476      

Patents and trademarks, net 2,920,659$    2,094,124$    

December 31,
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Note 5 - Patents and Trademarks, Net - Continued 
 
Amortization of patents and trademarks totaled approximately $84,100 and $74,700 for the  
years ended December 31, 2023 and 2022, respectively.  Amortization expense over the next five 
years will range from approximately $60,000 to $84,000 per year, based on the patents and 
trademarks issued as of December 31, 2023. 

 
 
Note 6 - Investments and Fair Value Measurements 
 

Fair value is defined as the price that would be received to sell an asset in an orderly transaction 
between market participants on the measurement date.  U.S. GAAP provides a framework for 
measuring fair value that includes a fair value hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted 
prices in active markets for identical assets (Level 1) and the lowest priority to unobservable inputs 
(Level 3).  The following three levels of inputs may be used to measure fair value: 

 
Level 1 Unadjusted quoted market prices in active markets for identical assets. 

 
Level 2 Observable inputs other than quoted market prices and can include active markets and 

markets not considered to be active. 
 

Level 3 Unobservable inputs that are supported by little or no market activity. 
 

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. 

 
 Debt Securities: Valued based on observable prices for the particular security, or when prices 

are not observable, the valuation is based on prices of comparable bonds or the present value 
of expected future cash flows.  Debt securities are a Level 2 measurement.  

 
 

Note 7 - Notes Receivable 
 

Notes receivable represent amounts due under convertible redeemable notes issued to the Company 
during 2022 by a third-party licensee.  The unsecured notes, in the aggregate principal amount of 
approximately $1,320,000, are repayable to the Company in May 2026 and accrue interest at 6%.  
The notes may be converted, at the Company’s option upon certain triggering events, into ordinary 
shares of the maker.  Accrued interest on the notes through December 31, 2023 approximates 
$137,000. 
 

 
Note 8 - Members’ Equity 

 
a. LLC Agreement 
 
Operations of the Company are governed by the Tenth Amended and Restated Limited Liability 
Company Agreement (Agreement) dated May 31, 2023.  Among others, the Agreement provides for 
member capital contributions and units, allocations of profits and losses, liquidation preferences, 
distributions, transfers of units and withdrawals of members. 
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Note 8 - Members’ Equity - Continued 
 
b. Membership Units 
 
The Agreement provides for the issuance of Class A and Class B Units.  The respective rights, 
preferences, and privileges of each class are defined within the Agreement.  Holders of Class A Units 
are entitled to first and second priority liquidation preferences as defined in the Agreement.   

 
During 2023, the Company issued 158,223 Class A Units for approximately $31,400,000.  Costs of 
issuance approximated $116,000.  1,027,475 and 863,250 Class A units are outstanding at 
December 31, 2023 and 2022, respectively.  Purchasers of Class A units in 2023 received warrants 
to purchase approximately 79,111 additional Class A units through May 2033 for a nominal amount.  
 
c. Amended and Restated 2020 Units Inventive Plan - Class B Units 
 
The Company maintains the Amended and Restated 2020 Units Incentive Plan - Class B Units 
(Incentive Plan) which is limited to members of the Board of Directors of the Company, employees, 
and consultants and advisors to the Company.  The Incentive Plan terminates in March 2030.   
The Board of Directors of the Company has delegated administration of the Incentive Plan to the 
Company’s Chief Executive Officer.  216,972 Class B Units are authorized under the Award 
Agreement. 
 
Class B Units granted to members of the Company’s Board of Directors vest immediately.  Class B 
Units granted to employees and consultants vest equally at the annual anniversary of the date of 
grant over a four-year period.  If the holder of Class B Units ceases employment, or a consulting 
relationship ends, prior to the vesting dates, the remaining unvested units are forfeited.   
 

The fair value of the Class B Units is determined using the Black-Scholes model, which  
considers the Company’s Class A Unit price, the ten-year Treasury rate, volatility, and maturity  
(vested and unvested Class B Units) at the time of the grant.  
 
Compensation costs with respect to Class B Units awarded during 2023 and 2022 were determined 
using the following considerations: 
 

   

2023 2022

Expected volatility 10.98% - 49.94% 14.22% - 65.05%

Weighted-average volatility 25.20% 17.92%

Expected dividends -                        -                        

Expected term (in years) 10 10

Risk-free rate 4.12% 2.80%

For the Year Ended December 31,
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Note 8 - Members’ Equity - Continued 
 

c. Amended and Restated 2020 Units Inventive Plan - Class B Units - Continued 
 
A summary of Class B Units and activity during 2023 and 2022 is as follows: 
 

Weighted
Average Aggregate

Grant Date Intrinsic
Units Fair Value Value

Grants outstanding, December 31, 2021 102,114         41.73             

Granted 22,395           65.24             
Forfeited (1,134)            42.78             

Grants outstanding, December 31, 2022 123,375         45.91             

Vested, December 31, 2022 102,262         42.85             4,382,373$    

Grants outstanding, December 31, 2022 123,375         45.91             

Granted 39,789           58.60             
Forfeited (860)               22.61             

Grants outstanding, December 31, 2023 162,304         47.40             

Vested, December 31, 2023 120,189         43.07             5,176,199$    
 

 
A summary of non-vested Class B Units activity and changes during the years then ended is as 
follows: 
 

Weighted
Average

Grant Date
Units Fair Value

Nonvested, December 31, 2021 17,398 53.98$           

Granted 22,395 65.24             
Vested (17,543) 60.65             
Forfeited (1,134) 62.92             

Nonvested, December 31, 2022 21,116 58.52             

Granted 39,789 58.60             
Vested (17,920) 60.65             
Forfeited (860) 62.92             

Nonvested, December 31, 2023 42,125           57.97$           
 

 
The Company has approximately $2,518,000 of unrecognized compensation expense related to  
non-vested Class B Units granted under the Award Agreement at December 31, 2023.  The total 
value of the Class B Units vested and recorded as compensation expense was approximately 
$1,011,000 and $1,064,000 for the years ended December 31, 2023 and 2022, respectively classified 
within “Administration Expenses” on the consolidated statements of operations and members’ equity. 
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Note 8 - Members’ Equity - Continued 
 

c. Amended and Restated 2020 Units Inventive Plan - Class B Units - Continued 
 

A summary of the future unrecognized compensation expense related to the non-vested  
Class B Units is as follows: 
 

For the year ending December 31, 
2024 894,000$       
2025 774,000         
2026 585,000         
2027 265,000         

2,518,000$    
 

 
 
Note 9 - Life Insurance Policies 

 
The Company maintains term life insurance policies on two officers, each with an aggregate death 
benefit of $2,000,000.   
 

 
 
Note 10 - Profit Sharing Plan 
 

The Company sponsors a profit sharing/401(k) plan (Plan) which covers employees who meet certain 
eligibility requirements.  Participating employees may make pre-tax contributions to their 401(k) 
accounts, via salary deferrals, up to limits prescribed in the Internal Revenue Code.  In addition, the 
Company may make matching and discretionary profit sharing contributions to the Plan, as 
determined annually by the Board of Directors.  The Company’s matching contributions to the Plan 
approximated $341,000 and $255,000 for the years ended December 31, 2023 and 2022, 
respectively.   
 
 

Note 11 - Commitments and Contingencies 
 
a. Operating Leases 
 
The Company leases real estate under operating lease agreements that have terms ranging from 
March 2027 to December 2032.  Some leases include one or more options to renew, generally at the 
Company’s sole discretion, with renewal terms that can extend the lease term up to five years.  In 
addition, certain leases contain termination options, where the rights to terminate are held by either 
the Company, the lessor, or both parties.  These options to extend or terminate a lease are included 
in the lease terms when it is reasonably certain that the Company will exercise that option. 
 
The Company’s operating leases generally do not contain any material restrictive covenants or 
residual value guarantees.  The Company also leases a portion of the building from MyForest  
(Note 3).  The Company is responsible for its proportionate share of rent, real estate taxes, insurance, 
and operating costs, based upon square footage utilized by the Company.  
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Note 11 - Commitments and Contingencies - Continued 
 

a. Operating Leases - Continued 
 
The weighted-average remaining lease term for operating leases and the weighted-average discount 
rate for operating leases are as follows: 
 

2023 2022

Weighted-average remaining lease term: 6.58 years 7.46 years

Weighted-average discount rate: 2.46% 2.42%

December 31,

 
 
Operating lease cost is recognized on a straight-line basis over the lease term.  The components of 
lease expense are as follows: 
 

2023 2022

Operating lease cost 1,319,152$    940,373$       
Variable lease cost 14,189           36,745           
Short-term lease cost 12,000           11,606           

1,345,341$    988,724$       

December 31,

 
 
Future undiscounted cash flows for each of the next five years and thereafter and a reconciliation to 
the lease liabilities recognized on the balance sheet are as follows as of December 31, 2023: 

 
For the year ending December 31, 

2024 1,313,259$    
2025 1,333,170      
2026 1,342,614      
2027 1,203,021      
2028 1,157,646      
Thereafter 1,750,212      

Total lease payments 8,099,922      
Less imputed interest (667,040)        

Total present value of lease payments 7,432,882      
Current portion of operating lease liabilities (1,313,259)     

Noncurrent portion of operating lease liabilities 6,119,623$    
 

 
b. Rensselaer Polytechnic Institute  
 
The Company was a party to a license agreement with Rensselaer Polytechnic Institute (RPI),  
in connection with inventions of two of Ecovative’s members and co-founders.  The agreement 
allowed Ecovative to make, import, use, offer for sale, and sell licensed products incorporating such 
inventions in any field of use and on a worldwide basis.  The agreement also provided for the right to 
grant sublicenses. 

  

50



Ecovative Design LLC and Subsidiary 

 
Notes to Consolidated Financial Statements 

December 31, 2023 and 2022  
 
 

Page 21 

Note 11 - Commitments and Contingencies - Continued 
 

b.  Rensselaer Polytechnic Institute - Continued 
 
Under the terms of the agreement, Ecovative was required to pay a guaranteed minimum annual 
royalty of $5,000 per year until the patent claims under the agreement expired (originally 
approximately 20 years from the date the patent was filed, December 2007) under certain conditions 
as outlined in the agreement.  The agreement also required Ecovative to pay RPI a royalty of 1.5% 
of net product sales that used inventions granted under the agreement, and 15% of sublicensing 
revenue generated by licensed products, both of which are offset against the annual minimum royalty 
payment.  Ecovative’s royalties arising from product sales under the license agreement, as well as 
royalties on sublicensing revenue, did not result in royalty payments that exceed the minimum annual 
royalty amount.  
 
During 2023, Ecovative paid $55,000 in an exchange for a release from obligations arising from the 
license agreement and terminated the agreement.   
 
c.  New York State Energy Research and Development Authority 
 
Ecovative has entered into various license agreements with the New York State Energy Research 
and Development Authority (NYSERDA) in connection with various grant contracts received by 
Ecovative.  The agreements require Ecovative to pay NYSERDA 1.5% of net sales of products sold 
in New York State and 5% of net sales of products sold outside of New York State that use the 
inventions granted under the grant contracts.  These license agreements expire at various times 
through 2031.  Royalty fees paid by Ecovative associated with these agreements were not material 
during the years ended December 31, 2023 and 2022. 
 
d.  Regulatory Compliance 
 
Ecovative is subject to audits and reviews of reimbursable costs by various governmental agencies.  
The outcome of the audits and reviews may have the effect of retroactively increasing or decreasing 
revenue from grants.  These charges, if any, will be recognized in accordance with the rules and 
guidelines established by the various funding sources.  Compliance with such laws and regulations 
can be subject to future governmental review and interpretations as well as regulatory actions 
unknown or unasserted at this time. 

 
 
Note 12 - Risks, Concentrations and Uncertainties 

 
Concentration of Credit Risk 
 
The Company maintains its cash balances at several financial institutions.  Accounts at these 
institutions are insured, up to certain limits, by the Federal Deposit Insurance Corporation (FDIC).   
At times, the Company has bank deposits in excess of the amounts insured by the FDIC. 
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NH2024-2106082335-787757 

ALBANY COUNTY BUSINESS DEVELOPMENT CORPORATION 
BOARD OF DIRECTORS 

 
RESOLUTION 

APPROVING ECOVATIVE, LLC LOAN APPLICATION 

WHEREAS, Albany County Business Development Corporation (“ACBDC”) 
administers a revolving business loan fund for the purpose of creating and retaining jobs in Albany 
County; and  

WHEREAS, the staff of the Advance Albany County Alliance Local Development 
Corporation (the “Alliance”), as agents of ACBDC, has reviewed and recommended approval of 
a loan application from Ecovative, LLC to provide working capital for increased staffing (the 
“Loan Application”); and  

WHEREAS, the material terms of the ACBDC loan recommended to be provided on the 
basis of the Loan Application (the “Loan”) would be as follows: 

Borrower: Ecovative, LLC 
Principal Amount: $1,000,000.00 
Interest Rate:  4% 
Term:   5-year term, 5-year amortization. 
Guaranty: Unlimited corporate guaranty of MyForest Foods, LLC 
Collateral: First priority security interest in specific commercial 

kitchen, manufacturing and production equipment with a 
purchase price not less than $3,000,000.00 satisfactory to the 
Alliance Director of Commercial Lending (as agent of 
ACBDC).  

 NOW, THEREFORE, BE IT RESOLVED, that the Loan Application is hereby 
conditionally approved, subject to completion of all standard requirements of ACBDC and 
satisfaction of all conditions precedent normally applicable to ACBDC business loans and all 
conditions which legal counsel for ACBDC deems reasonably appropriate to the circumstances; 
and be it further  

 RESOLVED, that upon satisfaction of all of the aforesaid requirements and conditions, 
ACBDC is authorized to close and fund the Loan, including execution by appropriate official of 
Alliance, as agent of ACBDC, of all documents required to be executed in connection therewith.  
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NH2024-2106082335-787756 

ALBANY COUNTY BUSINESS DEVELOPMENT CORPORATION 
BOARD OF DIRECTORS 

 
RESOLUTION 

APPROVING LOAN EXTENSION AND MODIFICATION – 
NORTHEAST PEST CONTROL, INC. AND 1160 BROADWAY, LLC 

WHEREAS, Albany County Business Development Corporation (“ACBDC”) 
administers a revolving business loan fund for the purpose of creating and retaining jobs in Albany 
County; and  

WHEREAS, ACBDC previously closed a loan to Northeast Pest Control, Inc. and 1160 
Broadway, LLC (as co-borrowers) in the amount of $115,000, the outstanding principal balance 
of which is $46,244.06, which loan matures on January 1, 2025 (the “Prior Loan”); and  

WHEREAS, the Prior Loan is performing, and the staff of the Advance Albany County 
Alliance Local Development Corporation (the “Alliance”), as agents of ACBDC, has received and 
reviewed a request for an extension of the Prior Loan (the “Loan Extension Request”), and has 
recommended approval of the same; and  

WHEREAS, the borrower, guarantor and collateral arrangements for the Prior Loan would 
remain in effect, subject to a change in the repayment terms as follows:  

Principal Amount: Actual balance at closing not to exceed $45,578.16 
Interest Rate:  4% 
Term:   5-year term, 5-year amortization  

 NOW, THEREFORE, BE IT RESOLVED, that the Loan Extension Request is hereby 
conditionally approved, subject to completion of all standard requirements of ACBDC and 
satisfaction of all conditions precedent normally applicable to ACBDC business loan extensions 
and all conditions which legal counsel for ACBDC deems reasonably appropriate to the 
circumstances; and be it further  

 RESOLVED, that upon satisfaction of all of the aforesaid requirements and conditions, 
ACBDC is authorized to close the modification and extension of the Prior Loan in accordance with 
the terms of this Resolution, including execution by appropriate official of Alliance, as agent of 
ACBDC, of all documents required to be executed in connection therewith.  
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