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Item 4.02. Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.
On April 12, 2021, the Staff of the Securities and Exchange Commission (the “SEC”) released a statement (the “SEC Statement”) expressing the
view that certain warrants issued by special purpose acquisition companies (“SPACs”) may require classification as a liability of the entity measured at fair
value, with changes in fair value recorded each period in earnings. The SEC Statement discusses “certain features of warrants issued in SPAC transactions”
that “may be common across many entities.” The SEC Statement indicates that when one or more of such features is included in a warrant, the warrant
“should be classified as a liability measured at fair value, with changes in fair value each period reported in earnings.”
AppHarvest, Inc. was originally known as Novus Capital Corporation (“Novus”), a SPAC. On January 29, 2021, Novus consummated a business
combination with privately-held AppHarvest, Inc. pursuant to that certain Business Combination Agreement, dated September 28, 2020 (the “Business
Combination”). In connection with the closing of the Business Combination, Novus changed its name from Novus Capital Corporation to AppHarvest,
Inc. While Novus was the legal acquirer in the Business Combination, because privately held AppHarvest was deemed the accounting acquirer, the
historical consolidated financial statements of privately held AppHarvest became the historical consolidated financial statements of the combined company,
upon the consummation of the Business Combination.
Prior to the consummation of the Business Combination, Novus classified its private placement warrants (the “Private Warrants”) and public
warrants (the “Public Warrants” and together with the Private Warrants, the “Warrants”), as a component of stockholders’ equity in its historical
financial statements. The Warrants were initially issued in connection with its initial public offering, and following the consummation of the Business
Combination, the Warrants remain outstanding.
Following the release of the SEC Statement, AppHarvest reassessed Novus’s accounting for its Warrants and concluded that the accounting treatment
for the Private Warrants was in error. While the terms of the Private Warrants have not changed, as a result of the SEC Statement, AppHarvest has
determined that the Private Warrants should have been classified as liabilities and subsequently remeasured at fair value on a recurring basis pursuant to
Accounting Standards Codification Topic 815. The terms of the Warrants provide for differences in the mechanics of a cashless exercise dependent upon
the characteristics of the warrant holder, and because the holder of a warrant is not an input into the pricing of a fixed-for-fixed option on equity shares,
such provisions preclude the Private Warrant from being classified in equity. AppHarvest has determined that there was no impact to the historical
accounting by Novus for the Public Warrants as a result of the SEC Statement and that the Public Warrants were properly reflected as a component of
stockholders’ equity. The historical financial statements of privately held AppHarvest, which are the financial statements of the combined company
following the consummation of the Business Combination, are not affected by the SEC Statement.
On May 14, 2021, the Audit Committee of the Board of Directors of AppHarvest (the “Audit Committee”), after considering the recommendations of
and in consultation with management, concluded that Novus’s previously issued audited financial statements as of December 31, 2020 and for the period
from March 5, 2020 (inception) through December 31, 2020 (the “Affected Period”), as contained in Novus’s Annual Report on Form 10-K filed with the
SEC on January 29, 2021 (the “Novus 10-K”), should no longer be relied upon due to the above-referenced change in classification of the Private
Warrants. As of December 31, 2020, Novus had 13,250,000 Warrants outstanding, 3,250,000 of which are Private Warrants and subject to the
reclassification as described herein. Novus’s prior accounting for the Private Warrants as a component of stockholders’ equity instead of as a liability did
not have any effect on Novus’s liquidity or previously reported cash or cash equivalents.
AppHarvest intends to file an amendment to the Novus 10-K (the “Amended Novus 10-K”) reflecting this change in classification of the Private
Warrants for the Affected Period, and the corresponding restatement to the financial statement items for the Affected Period will be reflected in disclosures
in the financial statements included in the Amended Novus 10-K. In addition, the Amended Novus 10-K will reflect the expense of certain issuance costs
associated with the Private Warrants that were previously offset against stockholders’ equity. The Audit Committee and management have discussed the
matters disclosed in this Current Report on Form 8-K with our current independent registered public accounting firm, Ernst & Young LLP, and the
independent registered public accounting firm of Novus during the Affected Period, Marcum LLP.
In connection with the restatement, management re-evaluated the effectiveness of Novus’s disclosure controls and procedures as of December 31,
2020. Management concluded that Novus’s disclosure controls and procedures were not effective as of December 31, 2020, due to a material weakness in
the internal control over financial reporting related to the accounting for complex equity instruments, solely as a result of Novus’s classification of the
warrants as components of equity instead of derivative liabilities. AppHarvest believes that the identified material weakness was remediated following the
Business Combination, as the disclosure controls and procedures and internal controls over financial reporting of privately held AppHarvest (as the deemed
accounting acquirer) became the disclosure controls and procedures and internal control over financial reporting of the combined company, and the
financial reporting and accounting personnel of privately held AppHarvest assumed such roles and responsibilities of the combined company.
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