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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2010

or

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

For the Transition Period from to

Commission File No. 001-32919

Ascent Solar Technologies, Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 20-3672603

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)
12300 Grant Street, Thornton, CO 80241
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number including area coder20-872-5000

Indicate by check mark whether the issuer (1) fd#tdeports required to be filed by Section 136¢d) of the Exchange Act during the
past 12 months (or for such shorter period thateléstrant was required to file such report(syl é2) has been subject to such filing
requirements for the past 90 days. Y3 No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8§232.405 of thapter) during the preceding
12 months (or for such shorter period that thestegit was required to submit and post such filds). Yes O No

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See definitions of “large acaked filer,” “accelerated filer” and “smaller repinog company” in Rule 12b-2 of the
Exchange Act:

Large accelerated fili [ Accelerated filel

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [J
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O No
As of April 16, 2010, there were 26,701,422 shafesur common stock issued and outstanding.
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PART I. FINANCIAL INFORMATION

ltem 1. Condensed Financial Statements

ASCENT SOLAR TECHNOLOGIES, INC.

(A Development Stage Company)

CONDENSED BALANCE SHEETS
(Unaudited)

ASSETS

Current Assets:

Cash and cash equivalel

Investment:

Accounts receivabl

Related party receivab

Other current asse

Total current asse

Property, Plant and Equipment:

Less accumulated depreciation and amortize

Other Assets
Deposits on manufacturing equipm
Patents, net of amortization of $12,790 and $11,,Bdspectively
Other noi-current assel

Total Assets

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current Liabilities:

Accounts payabl

Related party payabls

Accrued expense

Accrued property, plant and equipm:

Current portion of lon-term debt

Current portion of lon-term debt- related party

Total current liabilities

Long-Term Debt
Long-Term Debt - Related Party
Commitments and Contingencies (Notes 8 & 14)
Stockholders Equity:

Preferred stock, $0.0001 par value, 25,000,00Cesteauthorized, no shares outstanc

Common stock, $0.0001 par value, 75,000,000 slzardmrized; 26,687,421 and 26,583,845 shares

issued and outstanding at March 31, 2010 and Deee&1h 2009, respective
Additional paid in capita
Deficit accumulated during the development si
Accumulated other comprehensive inca
Total stockholdel equity
Total Liabilities and Stockholders’ Equity

March 31, December 31,
2010 2009
$ 30,355,58 $ 21,717,21
21,262,97 38,788,67
117,68 133,84t
22,82¢ 21,57(
710,89t 817,62
52,469,96. 61,478,93
108,740,12 106,726,52
(5,089,32) (4,095,76)
103,650,79 102,630,76
8,124,41! 8,316,19:
198,20t 167,03(
66,87¢ 67,81:
8,389,50I 8,551,03!
$164,510,25 $172,660,72
$ 482,44! $ 692,55
98,99! 195,95
1,500,96! 2,151,87!
5,786,23 7,992,47!
221,07: 217,46.
350,00( —
8,439,71. 11,250,32
7,038,74 7,095,38I
400,00( —
2,66¢ 2,65¢
201,260,50 200,344,72
(52,633,10) (46,029,35)
1,72¢ (3,017)
148,631,79 154,315,01
$164,510,25 $172,660,72

The accompanying notes are an integral part obtheadensed financial statements.
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ASCENT SOLAR TECHNOLOGIES, INC.
(A Development Stage Company)

CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)
For the Period
from
Inception
(October
For the Three Months Ended March 31, 18,2005)
Through
2010 2009 March 31, 2010
Research and Development Revenu $ 216,19¢ $ 516,13: $ 4,182,94!
Costs and Expenses
Research and developmt 4,558,31! 3,195,65: 35,768,01
General and administratiy 2,131,10! 1,580,87: 23,368,77
Total Costs and Expense 6,689,42. 4,776,53. 59,136,78
Loss from Operations (6,473,22) (4,260,39) (54,953,84)
Other Income/(Expense)
Interest expens — (83,345 (1,087,29)
Interest incom 12,11( 333,36° 4,387,58
Realized gain (loss) on investme — 27,28(
Realized loss on forward contra (142,63() (556,379 (1,006,83)
Unrealized gain on forward contras — 154,19: —
(130,52() (152,16() 2,320,73
Net Loss $ (6,603,74) $ (4,412,55)  $(52,633,10)
Net Loss Per Share(Basic and diluted $ (0.25) $ (0.27)
Weighted Average Common Shares Outstandin(Basic and diluted 26,674,10 20,960,49

The accompanying notes are an integral part obtbheadensed financial statements.
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ASCENT SOLAR TECHNOLOGIES, INC.
(A Development Stage Company)

CONDENSED STATEMENTS OF STOCKHOLDERS’ EQUITY AND CO MPREHENSIVE INCOME (LOSS)

(Unaudited)

For the Period from inception (October 18, 2005) trough December 31, 2009 and for the Three Months Eled March 31, 2010

Common Stock

Preferred Stock

Accumulated
Other
Comprehensive

Additional Total
Paid-In Accumulated Stockholders’
Shares Amount Shares Amount Capital Deficit Income Equity

Balance at inception, October 18

2005 — — — — — — —
Proceeds from sale of common stock

(11/05 @ $.04 per shar 972000 $ 97 — $— $ 38,78 $ — $ — $ 38,88(
Stock based compensatic
Founders stoc — — — — 933,12( — — 933,12(
Stock options — — — — 26,00« — — 26,00«
Net loss — — — — — (1,207,239 — (1,207,23)
Balance, December 31, 20C 972000 $ 97 — $— $ 99790 $ (1,207,23) $ — $ (209,230
Transfer of assets at historical cost

(1/06 @ $0.03 per shar 1,028,001 10z — — 31,097 — — 31,20(
Proceeds from IPO (7/06 @ $5.50 p

unit) 3,000,001 30C — — 16,499,70 — — 16,500,00
IPO costs — — — — (2,392,07) — — (2,392,07)
Stock issued to bridge loan lenders

(7/06 @ $2.75 per shar 290,89: 23 — — 799,97 — — 800,00(
Exercise of stock options (9/06 &

12/06 @ $0.10 per shar 31,20( 3 — — 3,117 — — 3,12(
Stock based compensation—stock

options — — — — 348,94: — — 348,94.
Net loss — — — — — (4,180,91) — (4,180,91)
Balance, December 31, 2006 5322,090 $ 532 — $ — $16,288,661 $ (5,388,14) $ — $10,901,05
Exercise of stock options (1/07 - 12/07

@ $.10) (7/07 - 12/07 @ $4.25)

(9/07- 12/07 @ $2.5- $2.76) 169,96: 17 — — 346,41 — — 346,43:
Conversion of Class A public warrar

at $6.6C 3,098,38: 31C — — 20,449,01 — — 20,449,32
Redemption of Class A public warra

at $0.25 per shai — — — — (48,129 — — (48,12%)
Conversion of Class B public warrar

at $11.00 per sha 11,00¢( 1 — — 120,99¢ — — 121,00(
Stock based compensation—stock

options — — — — 1,734,87 — — 1,734,87
Proceeds from private placeme
Common stock (3/07 @ $5.77 and €

@ $7.198 2,534,46; 254 — — 15,962,00 — — 15,962,25
Class B public warrants (8/07 @ $1. — — 3,754,46! — — 3,754,46!
Private placement cos — — — — (75,807 — — (75,807
Exercise of representative’s warrant

(9/07-11/07 @ $6.60 per uni 300,00 30 — — 1,979,97 — — 1,980,001
Net loss — — — — — (6,503,41) — (6,503,41)
Balance, December 31, 20C 11,435,990 $1,14¢« — $ — $60,512,47 $(11,891,56) $ —  $48,622,05

The accompanying notes are an integral part oetbeadensed financial statements.
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ASCENT SOLAR TECHNOLOGIES, INC.

(A Development Stage Company)
CONDENSED STATEMENTS OF STOCKHOLDERS' EQUITY AND CO MPREHENSIVE INCOME (LOSS)—(Continued)

(Unaudited)

For the Period from inception (October 18, 2005) trough December 31, 2009 and for the Three Months Eed
March 31, 2010

Balance, December 31, 20C

Components of comprehensive los
Unrealized gain on investmer
Net loss

Total comprehensive los:

Exercise of stock options (1/08 -
12/08 @ $0.10, $2.73, $2.90 &
$4.25)

Issuance of Restricted Sto

Conversion of Class B public
warrants at $11.00 per she

Stock based compensati

Proceeds from private placeme

Common stock (3/08
@ $9.262 & 10/08 @
$6.176)

Class B public warrants (3/08
@ $3.954

Exercise of representative’s warrat
(1/08 @ $6.60 per uni

Proceeds from shareholder under
Section 16(b

Proceeds from secondary public
offering (5/08 @ $14.0C

Costs of secondary public offeril

Balance, December 31, 20C

Components of comprehensive loss
Unrealized loss on investmer
Net loss

Total comprehensive los:

Exercise of stock options (1/09 -
12/09 @ $0.10, $2.76 & $4.2
Issuance of Restricted Sto
Stock based compensati
Proceeds from private placeme
Common stock (10/09
@ $6.50)
Proceeds from public offering (10/(
@ $6.50)
Costs of public offering

Balance, December 31, 20C

Components of comprehensive I
Unrealized loss on investmer
Net loss

Total comprehensive loss

Exercise of stock options (1/103A4.C
@ $0.10)

Issuance of Restricted Sto

Stock based compensati

Common Stock

Preferred Stock

Accumulated

Other

Additional Comprehensive Total
Paid-In Accumulated Stockholders’
Shares Amount Shares Amount Capital Deficit Income Equity

11,435,90 $1,14¢ — $ — $60,512,47 $(11,891,56) $ = $ 48,622,05
— — — — — — 331,06¢ 331,06¢
— — — — — (13,215,07) — (18,215,07)
(12,884,00)

133,13 13 — — 120,52( — — 120,53
69,84¢ 7 — — (7 — — —
98,80( 10 — — 1,086,791 — — 1,086,80!
— — — — 1,881,39 — — 1,881,39
4,763,69! 47€¢ — — 36,647,21 — — 36,647,69
— — — — 6,681,88. — — 6,681,88.
75,00( 8 — — 494,99; — — 495,00(
— - - - 148,10¢ — — 148,10
4,370,001 437 — — 61,179,56 — — 61,180,00
— — — — (4,361,35) — — (4,361,35)
20,946,38 $2,09t — $ — $164,391,58 $(25,106,64) $ 331,06¢ $139,618,10
_ — — — — — (334,08() (334,08()
— - — — — (20,922,71) — (20,922,71)
(21,256,79)

105,16¢ 10 — — 339,60t — — 339,61t
147,67¢ 15 — - (15) - - -
— — — — 2,676,95 — — 2,676,95
769,23( 77 — — 4,999,911 — — 4,999,99!
4,615,38! 461 — — 29,999,54 — — 30,000,00
— — — — (2,062,861 — — (2,062,861
26,583,84 $2,65¢ — $ — $200,344,72 $(46,029,35) $ (3,017 $154,315,01
— — = — — — 4,73¢ 4,73¢
— - = — — (6,603,74) — (6,603,74)
(6,599,011

2,08¢ 1 — — 395,76! — — 395,76t
101,49: 10 — — (10) — — _
— — — — 520,02 — — 520,02




Balance, March 31, 201( 26,687,42 $2,66¢ — — $201,260,50 $(52,633,10) $ 1,72¢ $148,631,79

The accompanying notes are an integral part oetbeadensed financial statements.
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ASCENT SOLAR TECHNOLOGIES, INC.
(A Development Stage Company)

CONDENSED STATEMENTS OF CASH FLOWS

Operating Activities:
Net loss

Adjustments to reconcile net loss to cash useg@rating activities

Depreciation and amortizatic
Stock based compensati
Realized loss on forward contre
Unrealized loss (gain) on forward contra
Charge off of deferred financing costs to intemqiense
Charge off of bridge loan discount to interest exqa
Changes in operating assets and liabilit
Accounts receivabl
Related party receivabli
Prepaid expenses and other current a:
Accounts payabl
Related party payab
Accrued expense
Net cash used in operating activit
Investing Activities:
Purchases of availal-for-sale-securities
Maturities and sales of availa-for-sale securitie
Purchase of property, plant and equipn
Deposits on manufacturing equipm
Patent activity cost
Deposit on building
Net cash provided by (used in) investing activi
Financing Activities:
Proceeds from bridge loan financi
Repayment of bridge loan financi
Payment of debt financing cos
Payment of equity offering cos
Proceeds from del
Repayment of det
Repayment of de-related part)
Proceeds from shareholder under Section 1
Proceeds from issuance of stock and warr
Redemption of Class A warrar

Net cash provided by financing activiti
Net change in cash and cash equivalen
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental Cash Flow Information:

Cash paid for intere:

Cash paid for income taxi
Non-Cash Transactions:

ITN initial contribution of assets for equi

Note with ITN and related capital expenditu

(Unaudited)

For the Three Months Ended

For the Period from

inception
March 31, (October 18, 2005
through

2010 2009 March 31, 2010
$ (6,603,74) $ (4,412,55) $ (52,633,10)
994,84: 450,65! 5,109,30:
520,02 409,80t 8,121,32!
142,63( 556,37: 1,006,83.

— (154,19)) —
— — 198,56!
— — 800,00(
16,16: (112,476 (117,684
(1,25€) (24,76%) (22,82¢)
106,73: 68,41: (710,89)
(210,11;) (30,687 482,44(
(96,967) 101,83t 98,99(
(650,900 56,58: 1,500,97.
(5,782,58) (3,091,00)) (36,166,07)
(25,880,60) (55,441,49) (865,543,86)
43,411,04 67,769,99 844,282,61
(702,26() (3,451,89) (34,015,21)
(2,367,49) (9,609,34) (76,862,73)
(32,45¢) (4,021) (186,04()
— — (100,00()
14,428,22 (736,762 (132,425,23)
— — 1,600,00!
— — (1,600,001
— — (273,56%)
— — (8,892,10)
— 262,94¢ 7,700,001
(53,03)) (33,194 (440,18))
(350,00() (350,00()
— — 148,10¢

395,76t 1,10( 201,102,77
— — (48,12¢)

(7,265 230,85: 198,946,90
8,638,37. (3,596,91) 30,355,58

21,717,21 32,913,30 —
$ 30,355,58 $ 29,316,39 $ 30,355,58
$ — $ 82,40 $ 424

$ — $ — $ —
$ — $ = $ 31,20(
$ 1,100,00 — $ 1,100,001

The accompanying notes are an integral part oetbeadensed financial statements.
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ASCENT SOLAR TECHNOLOGIES, INC.
(A Development Stage Company)

NOTES TO CONDENSED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. ORGANIZATION

Ascent Solar Technologies, Inc. (Ascent or the Camyp was incorporated on October 18, 2005 froms#paration by ITN Energy
Systems, Inc. (ITN) of its Advanced PhotovoltaiwiBion and all of that division’s key personnel amme technologies. ITN, a private
company incorporated in 1994, is an incubator deditto the development of thin-film, photovolté®y/) battery, fuel cell and nano
technologies. Through its work on research andldeweent contracts for private and governmentatiesti ITN developed proprietary
processing and manufacturing know-how applicableMaroducts generally, and to Copper-Indium-GallidiSelenide (CIGS) PV products
in particular. ITN formed Ascent to commercialize investment in CIGS PV technologies. In Janu®§62 in exchange for 1,028,000 shares
of common stock of Ascent, ITN assigned to Ascemtain CIGS PV technologies and trade secrets eartted to Ascent a perpetual,
exclusive, royalty-free worldwide license to use connection with the manufacture, developmentketing and commercialization of CIGS
PV to produce solar power, certain of ITN’s exigtend future proprietary and control technologied,talthough non-specific to CIGS PV,
we believe will be useful in our production of P\bdules for our target markets. Upon receipt ofrteeessary government approvals and
pursuant to novation in early 2007, ITN assignedegoment-funded research and development cont@é{scent and also transferred the
key personnel working on the contracts to Asceatldy, ITN still provides Ascent a limited amountaafministrative and technical services.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of PresentationThe Company’s activities to date have substant@lysisted of raising capital, research and devedoy,
establishment of our FAB1 production plant anddaeelopment of our FAB2 expansion plant. Revenaekate have been generated from
the Company’s governmental research and develop(R&) contracts and have not been significant. Toenpany’s planned principal
operations to commercialize flexible PV moduleséhaot yet commenced. Accordingly, the Company isitered to be in the development
stage and has presented its financial statementscordance with the accounting guidance for dgretmt stage companies that consists of
additional disclosure of inception to date activityour Condensed Statements of Operations, CordeBtmtements of Stockholders’ Equity
and Comprehensive Income (Loss) and Condensech&tate of Cash Flows.

The condensed consolidated balance sheet at Dec@hk2009 has been derived from the audited calated financial statements as
of that date but does not include all of the infation and footnotes included in the Company’s AhiReport on Form 10-K for the year
ended December 31, 2009. For further informatieferrto the consolidated financial statements aonthbtes thereto included in the
Company’s Annual Report on Form 10-K for the yaadtledd December 31, 2009.

The Company has performed an evaluation of subs¢gwents from the balance sheet date of MarclR@10, through the filing of this
report.

Cash Equivalents:The Company considers all highly liquid debt se@sipurchased with an original maturity of threentins or less
to be cash equivalents. The Company maintainslzalsinces which may exceed federally insured lirfiite Company does not believe that
this results in significant credit risk.

Investments: The Company has classified its investments as fablai-for-sale.” Such investments are carried atvaue, based on
guoted market prices with the unrealized holdinggand losses reported as Accumulated other cdrapséve income (loss) in the
stockholders’ equity section of the Condensed BadBheets. Realized gains and losses on saleswfties are computed using the specific
identification method. The Company evaluates deslim market value for potential impairment. If thexline results in a value below cost
and is determined to be other than temporary,rthestment is written down to its impaired value antkw cost basis is established.

Fair Value estimates:The fair value of an asset or liability is the ambat which it could be exchanged or settled iniaent
transaction between willing parties. The carryiadue for cash and cash equivalents, investmergsijated cash, accounts receivable,
accounts payable, accrued property and equipmesrjed expenses and other assets and liabilit®x@mate their fair values due to their
short maturities.

Foreign Currency translation: Bank account balances related to our forward cotsrare translated to U.S. dollars utilizing theiqueb
end exchange rate. Gains or losses on foreignrayeanslation adjustments in connection with fouward contracts are recorded within
realized gain (loss) on forward contracts in Otlheome/(Expense) on the Condensed Statement of@qes.

Revenue RecognitionRevenue to date is from governmental research emelapment contracts under terms that are costfpéuer
firm fixed price. Revenue from cost plus fee cocisas recognized as costs are incurred on the bésiirect costs plus allowable indirect
costs and an allocable portion of the firm fixed.fRevenue from firm fixed price contracts is ratagd under the percentage-of-completion
method of accounting, with costs and estimateditgrisfcluded in contract revenue as work is perfedmif actual and estimated costs to
complete a contract indicate a loss, provisionaslencurrently for the loss anticipated on the @mtr
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Patents: At such time as the Company is awarded patentsnpabsts are amortized on a straight-line bases the legal life, or over
their estimated useful lives, whichever is shorer of March 31, 2010, the Company had $198,206eb0fatent costs, of which $23,022
represent costs net of amortization incurred foawarded patent, and the remaining $175,184 remiesests incurred for patent applications
filed. Amortization expense for the three monthdezhMarch 31, 2010 and 2009 was $1,279.

Property, Plant and Equipment: Property, plant and equipment are recorded attlgenal cost to the Company. Assets are being
depreciated over estimated useful lives of threenoyears using the straight-line method, comnmanaihen the asset is placed in service.
Leasehold improvements are depreciated over theeshad the remainder of the lease term or thediféhe improvements. Upon retiremen
disposal, the cost of the asset disposed of ancbthed accumulated depreciation are removed fhemaccounts and any gain or loss is
reflected in income. Expenditures for repairs araintenance are expensed as incurred.

The Company computes depreciation expense usingrdight-line method over the estimated usef@diof the assets, as presented in
the table below. We amortize leasehold improvemews the shorter of their estimated useful livethe remaining term of the lease.

Useful Lives
in Years
Buildings 40
Manufacturing machinery and equipm 5-10
Furniture, fixtures, computer hardware/softw 3-7
Leasehold improvemen life of least

Interest Capitalization: We capitalize interest cost as part of the hisébrost of acquiring or constructing certain assgetsng the
period of time required to get the asset readyt$antended use. During 2009 and the first quat&010, these assets consisted of property,
plant and equipment. We capitalize interest toetktent that expenditures to acquire or constructsaet have occurred and interest cost has
been incurred.

Long-lived assetsWe analyze our long-lived tangible assets (propanty equipment) and definitidixed intangible assets (patents)
impairment by assessing if the asset cost willdm®verable. Events that might cause impairment avimglude significant current period
operating or cash flow losses associated with ffeeafl a long-lived asset or group of assets condbivith a history of such losses, significant
changes in the manner of use of assets and sigmifieegative industry or economic trends.

Risks and Uncertainties:The Company’s operations are subject to certaks @md uncertainties, including those associatélat wie
ability to meet obligations; continuing lossesgfiuation in operating results; funding expansi@tsgtegic alliances; financing arrangement
terms that may restrict operations; regulatory@ssand competition. The credit markets continueetdepressed and have made it more
difficult to raise additional capital to fulfill auexpansion business plan. Additionally, U.S. gamegnt contracts may be terminated prior to
completion of full funding by the U.S. government.

Net loss per Common ShareBasic earnings per share include no dilution aedcamputed by dividing income available to common
stockholders by the weighted-average number ofeshautstanding during the period. Diluted earnimgsshare reflect the potential of
securities that could share in the earnings ofxbmpany, similar to fully diluted earnings per shaCommon stock equivalents consisting of
Class B warrants, IPO warrants (representativeamés), and stock options and unvested restrictark stutstanding as of March 31, 2010 of
approximately 12 million shares, have been omiftech loss per share because they are anti-dilubet.Loss Per Share was the same for
both basic and diluted for the periods ended M&&;i2010 and 2009.

Research and Development Costfesearch and development costs are incurred dilmingrocess of researching and developing new
products and enhancing our manufacturing processgsonsist primarily of compensation and relatestcfor personnel, materials, supplies
and equipment depreciation. We expense these @pstsurred until the resulting product has beenpeted and tested and is ready for
commercial manufacturing. We also incur researchdavelopment expenses on our federal governmsaareh and development contracts
and expense as incurred.

Income Taxes:Deferred income taxes are provided using the itgbitethod whereby deferred tax assets are recedritr deductible
temporary differences and operating loss and taditcarry forwards and deferred tax liabilities aecognized for taxable temporary
differences. Temporary differences are the diffeesrbetween the reported amounts of assets aildialand their tax bases. Deferred tax
assets are reduced by a valuation allowance wheheiopinion of management, it is more likely timar that some portion or all of the
deferred tax assets will not be realized. Defetagdassets and liabilities are adjusted for theatéf of the changes in tax laws and rates as of
the date of enactment. Interest and penaltieppli@able, would be recorded in operations.
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The Company has analyzed filing positions in alfhef federal and state jurisdictions where it guieed to file income tax returns, as
well as all open tax years (2005-2008) in thesisdglictions. The Company believes that its inconxefitang positions and deductions will be
sustained on audit and does not anticipate anysadgnts that will result in a material adverse @fts the Company’s financial condition,
results of operations, or cash flows. Thereforeras@rves for uncertain income tax positions haenbrecorded.

Stock Based CompensationThe Company measures and recognizes compensapensxfor all sharbased payment awards mad
employees, officers, directors, and consultantedbas estimated fair values. The company estintatefair value of share-based payment
awards on the date of grant using an option-priamaglel. The value of the portion of the award teatlitimately expected to vest is
recognized as expense over the requisite servitedpa the Company’s Condensed Statements of @Gipag Stock based compensation is
based on awards ultimately expected to vest aretlisced for estimated forfeitures. Forfeituresemtimated at the time of grant and revised,
as necessary, in subsequent periods if actualitiorés differ from those estimates. For purposedetérmining estimated fair value of share-
based payment awards on the date of grant the Gomyzs®s the Black-Scholes option-pricing model ¢Bi&choles Model) for option
awards. The Black-Scholes Model requires the iopliighly subjective assumptions. Because the Caoryipemployee stock options may
have characteristics significantly different fronose of traded options, and because changes sulijective input assumptions can materi
affect the fair value estimate, in management'siopi, the existing models may not provide a rebatihgle measure of the fair value of the
Company’s employee stock options. Management wiltioue to assess the assumptions and methodolaggesto calculate estimated fair
value of shardsased compensation. Circumstances may change diitbadl data may become available over time, whédult in changes
these assumptions and methodologies, which coutdrialy impact the Company’s fair value determioat We estimate the fair value of
our restricted stock awards as our stock pricénhergtant date.

The accounting guidance for stock based compemsatay be subject to further interpretation andhexfient over time. There are
significant differences among option valuation medand this may result in a lack of comparabilifyh other companies that use different
models, methods and assumptions. If factors chandehe Company employs different assumptionseratttounting for stock based
compensation in future periods, or if the Compaegides to use a different valuation model, the camsption expense that the Company
records in the future may differ significantly fromhat it has recorded in the current period andccmaterially affect its loss from operatio
net loss and net loss per share.

Comprehensive income (lossOur comprehensive income (loss) consists of oumueime (loss) and changes in unrealized gains or
losses on available-for-sale investments, the impiwhich has been excluded from net loss. Weeasresur comprehensive income (loss) in
the Condensed Statements of Stockholders’ EquilyGomprehensive Income (Loss). Our accumulated atiraprehensive income (loss) is
presented as a component of equity in our CondeBakthce Sheets and consists of the cumulative antdwinrealized gains or losses on
available-for-sale investments that we have inclsiace the inception of our business.

Reclassifications:Certain reclassifications have been made to th® #ie@ncial information to conform to the 2010 mesation.

Use of EstimatesThe preparation of financial statements in conftymiith generally accepted accounting principleguiees
management to make estimates and assumptiondfeztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of financial statements #melreported amounts of revenues and expensegydte reporting period. Actual results
could differ from those estimates. Actual resutiald differ from those estimates and operatingltedar the three months ended March 31,
2010 and are not necessarily indicative of thelteslat may be expected for the year ending Deeerdb, 2010.

Unaudited Information: The accompanying interim financial information &dtarch 31, 2010 and for the three months ended
March 31, 2010 and 2009 and the period from inoeptDctober 18, 2005) through March 31, 2010 wkertdrom the Compang’books ani
records without audit. However, in the opinion admagement, such information includes all adjustm@tnsisting only of results of normal
recurring accruals) that are necessary to faidtesthe financial position of the Company as of éhia31, 2010 and the results of operation:
the three months ended March 31, 2010 and 200%hangkeriod from inception (October 18, 2005) thitodarch 31, 2010.

Recent Accounting Pronouncementsin January 2010, the FASB issued ASU 2010Faf; Value Measurements and Disclosures
(Topic 820)—Improving Disclosures about Fair VaMeasurementsThis ASU requires new disclosures and clarifiegain existing
disclosure requirements about fair value measuresma&sU 2010-06 requires a reporting entity to ldise significant transfers in and out of
Level 1 and Level 2 fair value measurements, terigs the reasons for the transfers and to presspdrately information about purchases,
sales, issuances and settlements for fair valusunements using significant unobservable inputdJ 2810-06 is effective for interim and
annual reporting periods beginning after DecemBeR009, except for the disclosures about purchasdss, issuances and settlements in the
roll forward of activity in Level 3 fair value meaements, which is effective for interim and anmeglorting periods beginning after
December 15, 2010; early adoption is permitted.d&/@ot expect that the adoption of ASU 2010-06 hélve a material impact on our
financial position, results of operations or casiws.
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NOTE 3. LIQUIDITY AND CONTINUED OPERATIONS

As discussed in Note 1, the Company is in the dgraént stage and is currently incurring signifidasses from operations. As of
March 31, 2010, the Company had $51.6 million ishcand investments. We intend to use approxim&&8y8 million in 2010 and
approximately $25 million in 2011 and 2012 on fipayments to our equipment suppliers and shippitbiastallation costs for our FAB2
production line.

The Company commenced limited production on its EABoduction line in the first quarter of 2009. W& not expect that sales
revenue from the FAB1 production line will be saffint to support operations and cash requiremantsijt is unlikely that sales revenue will
support operating cash requirements until we aehétual full production capacity on our FAB2 protion line.

The Company expects current cash and investmehtsengufficient to fund operations and capital exgitures through 2010. Changes
in the level of expected operating losses, thentinuf planned capital expenditures or other facteay negatively impact our cash flows and
reduce current cash and investments faster thacigated. The Company expects to raise additioapital during 2010.

NOTE 4. FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange price thatidvioe received for an asset or paid to transfiabdity (an exit price) in the principal
or most advantageous market for the asset oritiabilan orderly transaction between market pgréints on the measurement date. Value
techniques used to measure fair value must maxithese of observable inputs and minimize theofismobservable inputs. A fair value
hierarchy based on three levels of inputs, of whihehfirst two are considered observable and thieulaobservable, that may be used to
measure fair value which are the following:

» Level }—Quoted prices in active markets for identical assetiabilities.

» Level 2—Inputs other than Level 1 that are obsdejadither directly or indirectly, such as quoteit@s for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable
market data for substantially the full term of #esets or liabilities

» Level 3—Unobservable inputs that are supportedttdy br no market activity and that are significémthe fair value of the assets
or liabilities.

The following table represents the Company’s falue hierarchy for its financial assets measurddiatalue on a recurring basis and
its classification on the balance sheet as of M&dgH2010:

Cash
Level 1 Level 2 Level 3 Total Equivalents Investments
Financial Assets:
U.S. government securitir $ 4,564,301 $12,299,78 $— $16,864,09 $ 2,499,66. $14,364,42
Money market fund 5,803,49: — — 5,803,49: 5,803,49; —
Corporate securitie — 23,518,61 — 23,518,61 16,620,06 6,898,54!

$10,367,79 $35,818,39 $— $46,186,19 $24,923,22 $21,262,97

As of March 31, 2010, the Company held securisesiéd by U.S. government agencies (AAA/Aaa ratiagd) A-1/A-1+ rated
corporate notes. Approximately $35.8 million of¢hesecurities are classified as Level 2 becaus€dhgany does not believe that it is
possible to obtain a firm, up-to-date price of ssehurities from, for an example, a major exchaagd;as a result, the Company relies on its
brokerage firm and investment manager to repoftits/alue of such securities at the end of eaohtim Investments have not been
transferred between levels.

NOTE 5. INVESTMENTS

Securities held by the Company as of March 31, 20&Cclassified as available-for-sale and consistédlS. government securities and
corporate securities. Such investments are caatiéair value, based on quoted market prices wighunrealized holding gains and losses
reported as Accumulated other comprehensive inqéwss) in the stockholders’ equity section of then@ensed Balance Sheets. Realized
gains and losses on sales of securities are cothpsirg the specific identification method. The Qxamy evaluates declines in market value
for potential impairment. If the decline resultsaivalue below cost and is determined to be ot temporary, the investment is written
down to its impaired value and a new cost basistablished. A summary of available-for-sale s¢i@sras of March 31, 2010 is as follows:

Gross Unrealizec Gross Unrealizec
Amortized
Cost Gains Losses Estimated Fair Value
U.S. government securitir $14,362,76 $ 3,34¢ $ (1,690 $ 14,364,42
Corporate securitie 6,898,65! — (1173) 6,898,54!
Total $21,261,42. $ 3,34¢ $ (1,807) $ 21,262,97
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Contractual maturities of our available-for-saledstments as of March 31, 2010 were all one yebssras follows:

Gross Gross
Unrealized Unrealized Estimated
Amortized Fair
Cost Gains Losses Value
One year or les $21,261,42. $ 3,34¢ $ (1,807 $21,262,97

We typically invest in highly rated securities witw probabilities of default. Our investment pglispecifies minimum investment
grade criteria, types of acceptable investmentsceatration limitations and duration guidelines.

All securities having an unrealized loss as of M&8t, 2010 have been in a loss position for leas tlvelve months.

NOTE 6. ACCOUNTS RECEIVABLE

Effective January 1, 2007, the Company completechtivation, or transfer, of approximately $3.5 imillin government funded
research and development contracts (R&D contrais) ITN to the Company. The various contractsteeimg performed for U.S.
government customers that include the Air ForceeResh Laboratory and the National Aeronautics goat& Administration. In addition to
approximately $1.6 million of future revenues togsevided under the transferred contracts, thesoggntists, engineers, and process
technicians responsible for deliverables undetrdresferred contracts were also transferred frohh td become full-time Ascent employees.
In 2007 through 2009, additional R&D contracts wanearded to the Company of approximately $3.8 onilli

Accounts receivable consists mainly of billed andilled amounts. Management deems all accounts$vadie to be collectible.

The following table summarizes components of actorereivable:

As of March 31 As of December 31

2010 2009
Billed receivable: $ 138,93¢ $ 115,47
Unbilled receivable (21,259 18,37:
Total $ 117,68 $ 133,84t

Unbilled receivables represent costs incurred btiyat billed, including retainage amounts by tbegrnment on contracts that have
been closed out at the end of the period and gdllin excess of costs incurred on firm fixed pdoatracts billed based on deliverables or a
pre-determined schedule.

Provisional Indirect Cost Rates-During 2008 and 2009, the Company billed the goeramt under cost-based R&D contracts at
provisional billing rates which permit the recoverfyindirect costs. These rates are subject totamdan annual basis by the government
agencies’ cognizant audit agency. The cost audiir@gult in the negotiation and determinationiwé final indirect cost rates. The Company
has not been audited and has not received firaldeterminations for the years ended December®X/,,2008 or 2009. The final rates, if
different from the provisional rates, may createadditional receivable or liability. In the opiniafi management, re-determination of any
cost-based contracts will not have a material ¢ffeche Company'’s financial position or resultopérations.

Contract Status—The Company has authorized but not completed aotstion which work is in process as follows:

As of March 31. As of December 3!
2010 2009
Total contract price of initial contract awards;liurding exercised option
and approved change orders (modificatic $ 7,262,13. $ 7,262,13
Completed to date(’ (5,862,39) (5,688,06)
Authorized backlog $ 1,399,74 $ 1,574,07

(1) Includes work performed by ITN prior to Januar2QQ7.
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NOTE 7. PROPERTY, PLANT AND EQUIPMENT
The following table summarizes property, plant agdipment:

As of March 31, As of December 3!
2010 2009

Building $ 19,340,64 $ 19,336,26
Furniture, fixtures, computer hardware and compséware 1,083,55 1,057,24
Manufacturing machinery and equipm 30,603,07 27,824,67
Leasehold improvemen 840,72¢ 840,72¢
Net depreciable property, plant and equipn 51,868,00 49,058,91
Manufacturing machinery and equipment in prog 56,872,11 57,667,61
Property, plant and equipme 108,740,12 106,726,52
Less: Accumulated depreciation and amortiza (5,089,32) (4,095,76)
Net property, plant and equipme $103,650,79 $ 102,630,76

Approximately $56.9 million (including capitalizedterest) of equipment for our FAB2 production liwas received through March 31,
2010 and is reflected above as Manufacturing machiand equipment in progress until we qualifytitas. Depreciation and amortization
expense for the three months ended March 31, 20d@@09 was $993,564 and $448,437, respectively.

We incurred and capitalized interest costs relédezlir construction loan as follows during the ¢hneonths ended March 31, 2010 and
the year ended December 31, 2009.

As of March 31 As of December 3!
2010 2009
Interest cost incurre $ 121,30¢ $ 456,53-
Interest cost capitalize (121,309 (456,539
Interest expense, n $ — $ —

NOTE 8. DEPOSITS ON MANUFACTURING EQUIPMENT

As of March 31, 2010, deposits on manufacturingggent were $8.1 million related to purchase ofipoient not yet delivered for our
FAB2 production line. Approximately $1.1 million e deposits on equipment relates to manufactwipgpoment that has or will be
received by the company in 2010. The remaining $lllon relates to manufacturing equipment depo&it equipment to be delivered in
future periods. The equipment purchase agreementsoaditional purchase obligations that have rtoles-based deliverables, such as the
Company'’s acceptance of design requirements arwbssitl installation and commissioning of the emépt.

NOTE 9. DEBT

In January 2006, the Company completed a $1.6anilbridge loan (Bridge Financing) from lenders (Be Noteholders) to help meet
the Company’s working capital needs. The loansddgriLoans) accrued interest at an annual rate%fdd were due and payable upon the
earlier of January 2007 or the completion of Asseptiblic offering of equity securities with grogsoceeds of at least $5,000,000 (Qualified
Public Offering). In July 2006, with the proceedsnfi a Qualified Public Offeringi(e., the Company’s initial public offering or IPO), the
Company repaid the Bridge Loans including accrumeereést.

In connection with the Bridge Loans, the Compamsyésl rights (Bridge Rights) to the Bridge Notehadd®©ne Bridge Right was issued
for every $25,000 loaned. In July 2006, upon cotmteof the IPO, the holders of Bridge Rights reeeli restricted units. The holder of each
Bridge Right received that number of units equé$25,000 divided by the IPO price of the units 6f3p for a total of 290,894 units. The
units are identical to those offered in Ascent'®&nd consisted of one share of common stock, emmemable Class A public warrant and
two non-redeemable Class B warrants. In Septen®@8,2he SEC declared effective the Company’s Regign Statement on Form SB-2
(Reg. No. 333-137008) for the shares and warramdenlying the 290,894 units issued in connectiotiwhie Bridge Rights. The Registration
Statement on Form SB-2 subsequently was convestadriegistration Statement on Form S-3.
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Paulson Investment Company, Inc. acted as the plateagent for the Bridge Financing. The Compang Paulson Investment
Company, Inc. a commission equal to 10% of thegpweceeds from the Bridge Financing, plus readeralt-of-pocket expenses. The
Bridge Loans and the Bridge Rights were allocatechtcounting purposes based on the relative &ires of the Bridge Loans without the
Bridge Rights and the Bridge Rights themselvebatime of issuance. The actual value of the Bridggns and the Bridge Rights was
computed at $1,600,000 each for a total value (2GB000. Since they were each of equal value$1h@00,000 of proceeds was allocated
50% to the Bridge Loans and 50% to the Bridge Righe., $800,000 each). The Bridge Rights of $800,000 wemmunted for as paid-in
capital.

The discount for the commission ($160,000) andBttiége Rights ($800,000) were amortized into intéexpense over the life of the
loans. In July 2006 with the repayment of the Beidgans, the remaining unamortized balance of ib@dnt for commission and Bridge
Rights of $960,000 was recognized as interest esqpenthe Condensed Statements of Operations.

On February 8, 2008, the Company acquired an appet&ly 120,000 square foot manufacturing and effacility in Thornton,
Colorado, for approximately $5.5 million. The puaske was financed by a promissory note, deed dfangsconstruction loan agreement v
the Colorado Housing Authority (CHFA) (Constructiboan), which provided the Company borrowing avality of up to $7.5 million for
the building and building improvements. The Comppaid approximately $1.3 million in cash and wasated approximately $4.2 million
from CHFA to fund the initial acquisition of thegperty. The Construction Loan terms required paymehinterest only at 6.6% on the
outstanding balance. On January 29, 2009, the Gmtisin Loan was converted to a permanent loanyauntsto a loan modification agreem
between the Company and CHFA (Permanent Loan) PEnmanent Loan has an interest rate of 6.6% anprthepal will be amortized over
a period of approximately 19 years and 1 month isterst with a maturity date 20 years after the irence of the promissory note and
construction loan agreement on February 8, 2008dditional $75,000 loan commitment fee was paidd@8 and is reflected on the balance
sheet in non-current assets. This fee is being @adrinto interest expense over the 20 year fifdtne Construction and Permanent Loan. We
will incur a prepayment penalty if the Permanenaihds prepaid prior to December 31, 2015 equaieécssum of (i) the present value of the
total principal and interest payments due undeNbite from the prepayment date to December 31, 284 (ii) the present value of the
remaining principal balance of the Note that wdwddle been due as of December 31, 2015, less thapai amount of the Note outstanding.
Further, pursuant to certain negative covenanttagued in the deed of trust associated with thengeent loan, until the Permanent Loan is
repaid and all of our secured obligations perforinefdill, we may not, among other things, witholiIEA’s prior written consent (which by
the terms of the deed of trust is subject to aaealsleness requirement): create or incur additimbtedness (other than obligations created
or incurred in the ordinary course of business),gaer consolidate with any other entity; or mat@&ns or advances to our officers,
shareholders, directors or employees.

The outstanding balance of the Loan was $7,25%81& March 31, 2010. Our future principal paymentsdue as follows:

2010 $ 164,43:
2011 232,25’
2012 248,05¢
2013 264,93}
2014 282,96(
Thereaftel 6,067,17!

NOTE 10. DERIVATIVE FINANCIAL INSTRUMENTS

The Company is actively engaged in purchasing nztufing equipment internationally and is exposefbteign currency risk. In
July 2008 and March 2009, the Company enteredféitavalue hedges utilizing forward contracts desig to match scheduled contractual
payments to equipment suppliers which are denomxdhiat Euros and Yen. The total notional value effuro forward contracts was
€6.4 million with various contract settlement dabeginning September 15, 2008 through July 31, 2008.total notional value of the Yen
forward contracts was ¥521.4 million with contraettlement dates of March and April 2009. The Camypected not to use hedge
accounting and accordingly, the unrealized gainlassl on each forward contract was determinedcit balance sheet date based upon
current market rates and is reported as an Unesh{jain or loss on forward contracts in the Condér&tatements of Operations. Upon
settlement of the forward contracts, a realized gailoss is reported in the Condensed Statemé@perations as a Realized gain or (loss
forward contracts. For the three months ended Matgi2010 and 2009 the realized loss was $142,68%856,373, respectively and the
unrealized gain was $0 and $154,191, respectively.

Although the hedging activity is designed to fie tthollar amount to be expended, the asset purclasecdorded at the spot rate in ef
as of the date of the payment to the supplier.difierence between the spot rate and the forwaedhas been reported as a loss on forward
contract. During 2009, forward contracts for defivef €4,800,000 and ¥521,410,000 were settledutted in cash
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and cash equivalents is $3,379,404 related to 22150 and $1,426,713 related to ¥133,440,440 rseaf March 31, 2010 in our bank
account for future payments to our equipment seppliPeriod end foreign currency translation adjesits related to the Euros and Yen on
deposit in our bank account are reflected as aifehgjain or (loss) on forward contracts in our @emsed Statements of Operations. In
connection with the forward contracts, the Compestablished a $2.3 million deposit account withlibek holding the forward contracts.
During the fourth quarter 2009, the forward consa®ettled and the restricted cash was releasettamsferred into our operational cash
account. Derivative financial instruments are regdifor speculative or trading purposes.

NOTE 11. STOCKHOLDERS' EQUITY

The Company’s authorized capital stock consis&50000,000 shares of common stock, $0.0001 paeyvahd 25,000,000 shares of
preferred stock, $0.0001 par value. Each sharemfiwon stock has the right to one vote. In Noven2085, the Company issued 972,000
shares of common stock at a price of $0.04 petesfdre Company has recorded for financial statemermtoses the 972,000 shares at a fair
value of $1.00 per share. The Condensed StaterokSteckholders’ Equity reflects compensation exgeeof $933,120 related to the
recording of this stock transaction. In January&@® consideration of certain asset transfersnlies and service agreements, the Company
issued 1,028,000 shares of common stock to ITNdgn8ystems, Inc.

Preferred stock, $0.0001 par value per share, raagdboied in classes or series. Designations, popeferences, rights, qualifications,
limitations and restrictions are determined by@uwenpany’s Board of Directors.

Initial Public Offering: On July 10, 2006, the SEC declared effective the@any’s Registration Statement on Form SB-2 (Reg.
No. 333-131216), and the Company completed its IPO of @A units on July 14, 2006. Each unit consisfezhe share of common stock,
one redeemable Class A warrant and two non-redder@ddss B warrants. The managing underwriter eiBO was Paulson Investment
Company, Inc. The IPO price was $5.50 per unit. gitess proceeds of the offering were $16,500,06@¢eAt’s net proceeds from the
offering, after deducting the underwriter’'s discbah$1,097,250 and other fees and expenses, aafgregpproximately $14,000,000.

The common stock and Class A and Class B warreaded only as a unit through August 9, 2006, aftech the common stock, the
Class A warrants and the Class B warrants begdimgraeparately.

Class A warrantsOn May 24, 2007, the Company publicly announcedtlitiatended to redeem its outstanding Class Arargs. The
Class A warrants became eligible for redemptiotheyCompany at $0.25 per warrant on April 16, 20@Ten the last reported sale price of
the Company’s common stock had equaled or exce®@l88 for five consecutive trading days. There wB&290,894 Class A warrants issued
in connection with the Company’s initial public efing, including the warrants issued to the Britligeeholders. The Class A warrants were
exercisable at a price of $6.60 per share.

The exercise period ended June 22, 2007. Duringxbecise period, 3,098,382 Class A warrants (94 fhe total outstanding) were
exercised for an equal number of shares of comnumk,sand the Company received $20,449,321 in ma&érom the warrant exercises. At
the end of the exercise period, 192,512 Class Aamts remained outstanding. The Company has skt Agids with its warrant transfer
agent to redeem the outstanding warrants for §0e2%varrant, or a total cost of $48,128. As of MiaBd, 2010, 9,090 Class A warrants
remain unredeemed.

Class B warrantsThe Class B warrants included in the units becaxeecesable on August 10, 2006. The exercise price@lass B
public warrant is $11.00. The Class B warrants rexpn July 10, 2011. The Company does not havedgheto redeem the Class B warrants.
During the years ended December 31, 2008 and ZE)300 and 11,000 Class B warrants, respectivetg @rercised resulting in proceed:
the Company of approximately $1,086,800 and $12186pectively. As of March 31, 2010, 10,502,588s6IB warrants were outstanding.

IPO warrants.Warrants to purchase 300,000 units at $6.60 wereedsto underwriters of the Company’s initial paldffering in
July 2006 (representative’s warrants). A unit cetssof one share of common stock, one Class A nedele warrant and two Class B non-
redeemable warrants. The warrants expire on Jula01. Upon exercise of the representative’s vdgrdnolders will be forced to choose
whether to exercise the underlying Class A warrantsold them for redemption. As noted above, arel2b, 2007, any Class A warrants t
outstanding expired and became redeemable.

Representative’s warrants to purchase 150,000 haits been exercised as of December 31, 2007 vasiw 150,000 underlying
Class A warrants resulting in an issuance of 3@Dgares of common stock and 300,000 Class B warfantotal proceeds to the Company
of $1.98 million. During the year ended DecemberZI08 an additional 37,500 units have been exextciss have the 37,500 underlying
Class A warrants resulting in an issuance of 758@Fes of common stock and 75,000 Class B warfantstal proceeds to the Company of
$495,000. To the extent that holders of represeetatwarrants are entitled to receive Class A waats upon exercise of the representative’s
warrants, those warrants will be immediately subjecall for redemption at $0.25 per warrant. Tloéders will then have to decide whether
to exercise their Class A warrants or hold thenréalemption. As of March 31, 2010, 112,500 repriegive’s warrants remained
unexercised.
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Private Placement of SecuritiesThe Company completed a private placement of siesifvith Norsk Hydro Produksjon AS (Hydro)
in March 2007. Hydro is a subsidiary of Norsk Hy&®A. Hydro purchased 1,600,000 shares of the Cogip@ommon stock (representing
23% of the Company’s outstanding common stock passaction) for an aggregate purchase price @38000. The Company recorded
$75,807 of costs associated with the private plargras a reduction to Additional paid in capitatlb@ Company’s Balance Sheets. In
connection with the private placement, Hydro wamtgd options to purchase additional shares anchatar

In August 2007, Hydro acquired an additional 932,4Bares of the Company’s common stock and 1,965X&ss B warrants through
the exercise of an option previously granted toddyahd approved by Ascent’s stockholders in Jur¥ 2@ross proceeds to the Company
were $10.48 million, and reflected per share andygerant purchase prices equal to the averageeoflbsing bids of each security, as
reported by NASDAQ), for the five consecutive traglthays preceding exercise. After acquiring theshtiatial shares, Hydro again held 23%
of the total outstanding common shares, afteratdihgs were diluted as the result of the redenmptibClass A warrants and 23% of total
outstanding Class B warrants. Pursuant to a seaptioh that was approved by Ascent’s stockholderdine 2007, beginning December 13,
2007, Hydro was entitled to purchase additionatehand Class B warrants up to a maximum of 35%aoh class of security.

In March 2008, Hydro acquired an additional 2,39%,8hares of the Company’s common stock and 1,689 %ass B warrants through
the exercise of the second option previously gatdeHydro and approved by Ascent’s stockholderduime 2007, resulting in Hydro
ownership of approximately 35% of each class ofisgc Gross proceeds to the Company were $28.Homjland reflected per share and per
warrant purchase prices were equal to the averae @losing bids of each security, as reportetNBBDAQ), for the five consecutive
trading days preceding exercise. As a result ofxbmpany’s Secondary Public Offering in May 2008dkb’s holdings were diluted to
approximately 27%.

On October 8, 2008, Hydro acquired an additioné22,801 shares of the Company’s common stock. Tihehpse resulted in a return
to Hydro’s ownership of approximately 35% of then@many’s common stock. Gross proceeds to the comipamythe follow on investment
were approximately $15 million, and reflect perrghgurchase prices equal to the average of thengleéds of each security, as reported by
NASDAQ, for the five consecutive trading days piding exercise. Until June 15, 2009, the secondaopntitles Hydro to purchase from 1
Company additional restricted shares of commorkstod Class B warrants to maintain ownership ofou@5% of issued and outstanding
common stock and Class B warrants.

On September 29, 2009, the Company entered irgowiies purchase agreement with Hydro under wtielCompany agreed to sell,
and Hydro agreed to purchase, 769,230 restrictackstof the Company’s common stock for approxirge®gl0 million in a private
placement exempt from registration under the SeearAct. The restricted shares were sold to Hydra per share price equal to $6.50. The
private placement closed on October 6, 2009, athvtime the Company and Hydro executed a Registr&ights Agreement, pursuant to
which Hydro will be granted demand and piggy-basgsistration rights.

Secondary Public Offerings:On May 15, 2008, the SEC declared effective the @om’'s Registration Statement on Form S-3 (Reg.
No. 333-149740), and the Company completed a secondaticmffering of 4,370,000 shares of common stockjah included 570,000
shares issued upon the underwriter's exerciseef ttverallotment in full. The offering price of D0 per share resulted in proceeds of
$61,180,000. After deducting underwriting discouartsl commissions and offering expenses of apprdrimn&4,361,000, net proceeds to the
Company were approximately $56,819,000. JP Morgas twe managing underwriter of the secondary pulfiering.

On October 1, 2009, the Company entered into aemwriting agreement with Barclays Capital Inc. gding for the sale in a firm
commitment offering of 4,615,385 shares of the Canyls common stock at a price to the public of 8§Br share. The offer and sale of the
shares were registered under the Securities At®38, as amended, pursuant to the Company’s RafipstiStatement on Form S-3 (File
No. 33:-156665), which became effective with the SEC aruday 16, 2009. The offering closed on October0®2with net proceeds of
approximately $27.9 million.

Other Proceeds:During the three months ended March 31, 2008, trafgainy received proceeds from a greater than 1@¥&ksblder
equal to the profits realized on the sale of thex@any’s stock that was purchased and sold witlsiix anonth or less time frame. Under
Section 16(b) of the Securities and Exchange Aet prrofit realized from this transaction by theagee than 10% shareholder must be
disgorged to the Company under certain circumstandee Company has recorded the proceeds receivdsatransaction of $148,109 as
Additional paid in capital and is reflected on B@tements of Stockholders’ Equity.
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As of March 31, 2010, the Company had 26,687,42teshof common stock and no shares of preferret statstanding. We have not
declared or paid any dividends through March 31,020

NOTE 12. STOCK BASED COMPENSATION

Stock Option Plan: The Company’s 2005 Stock Option Plan, as amendedK®ption Plan) provides for the grant of inceator non-
statutory stock options to the Company’s employdisctors and consultants. Upon recommendatidgheBoard of directors, the
stockholders approved an increase in the totakshaircommon stock reserved for issuance undestihek Option Plan from 1,000,000 to
1,500,000 on July 1, 2008 and from 1,500,000 t6@&00 on June 30, 2009.

Restricted Stock Plan:The Board of Directors adopted the Company’s 2088titcted Stock Plan, and it was approved by the
stockholders on July 1, 2008. The Restricted SRiak reserves up to 750,000 shares of our comnook &r restricted stock awards and
restricted stock units to eligible employees, doezand consultants of the Company.

The Stock Option Plan and the Restricted Stock Btaradministered by the Compensation CommittekeoBoard of Directors, which
determines the terms of the options and shardsiding the exercise price, expiration date, vessidlgedule and number of shares. Equity
Compensation awards to executive officers and tlire@re also subject to approval by the Boardioéddors. The term of any incentive st
option granted under the Stock Option Plan mayeroeed ten years, or five years for options gratdeth optionee owning more than 10%
of the Company’s voting stock. The exercise pricaroincentive stock option granted under the GpBtan must be equal to or greater than
the fair market value of the shares of the Compmngmmon stock on the date the option is grantednéentive stock option granted to an
optionee owning more than 10% of the Company’sngpsitock must have an exercise price equal toeatgr than 110% of the fair market
value of the Company’s common stock on the datefttien is granted. The exercise price of a notutay option granted under the Option
Plan must be equal to or greater than 85% of tinerfarket value of the shares of the Company’s comstock on the date the option is
granted.

Grants outside Existing Equity Plans:Prior to the adoption of the Restricted Stock Ptha,Board of Directors granted 40,000
restricted stock awards in connection with an etteelemployment agreement. In July 2009, the Badiidirectors granted an inducement
award (as defined in NASDAQ Rule 5635(c) (4)) madeside of our existing Stock Option Plan for 2@ &tock options.

Share Based CompensatioriVe measure share-based compensation cost at titedgta based on the fair value of the award and
recognize this cost as an expense over the greipients’ requisite service periods for all awantizde to employees, officers, directors and
consultants.

The share-based compensation expense that