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Item 4.02.

Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.

As previously announced, the Audit Committee of the Board of Directors (the “Audit Committee”) of Power Solutions International, Inc. (the “Company”)
has been overseeing an independent internal review concerning the Company’s financial reporting. This internal review is being conducted with the assistance
of independent counsel and forensic accounting professionals engaged by the Audit Committee. On December 28, 2016, the Audit Committee reached
preliminary findings in respect of the independent internal review and discussed its findings with the full Board of Directors and the Company’s senior
management. These findings were subsequently described to RSM US LLP, the Company’s independent registered public accounting firm, on December 29,
2016.
On December 28, 2016, following its consideration of the Audit Committee’s preliminary findings and in consultation with the Company’s external legal
counsel, the Company’s senior management in consultation with the Audit Committee and Board of Directors, determined that the Company’s previously
issued consolidated financial statements for (i) the fiscal year ended December 31, 2015 and the second, third and fourth fiscal quarters within such fiscal
year, and (ii) the fiscal quarter ended March 31, 2016, as reported in the Company’s Annual Report on Form 10-K and the Quarterly Reports on Form 10-Q
(collectively the “Prior Financial Statements”), should be restated to reflect the impact of certain errors involving revenue recognition. Accordingly, the Prior
Financial Statements and related reports of RSM US LLP and the Company’s other communications of the financial results should no longer be relied upon.
Similarly, management’s report on the effectiveness of disclosure controls and procedures and internal control over financial reporting, in each case for the
relevant periods, and related reports of RSM US LLP should no longer be relied upon.
The Company anticipates that it will file restated financial statements covering the affected fiscal periods as soon as practicable. Based on the preliminary
findings to date, the Company preliminarily anticipates that the restatements will focus on the timing of revenue recognition in accordance with generally
accepted accounting principles and is expected to result in restating certain revenues, expenses and related balance sheet accounts as reported in prior
periods. The anticipated adjustments are expected to reduce net sales previously recognized in the second, third and fourth quarters of 2015. The Company is
working diligently to quantify the expected adjustments and have them audited or reviewed by its independent registered public accounting firm. The
Company is unable at this time to quantify definitively the impact of the adjustments on the Prior Financial Statements. The errors identified based on the
transactions reviewed to date include at least approximately $18 million in revenue erroneously recognized in the Company’s 2015 consolidated financial
statements. While the estimated net sales adjustments reflect the current assessment of the accounting errors, there can be no assurance that the final
adjustments that are made as part of the restatement will not differ materially from the estimated adjustments. Nor can we provide assurance that other errors
will not be identified or impact prior accounting periods.
Management has evaluated the effect of the revenue recognition errors and has concluded that a material weakness in internal controls over financial reporting
existed during each of the periods requiring a restatement. Management’s evaluation of the controls and procedures is ongoing, and there can be no assurance
that the Company will not identify other deficiencies in controls or that those deficiencies, if identified, will not constitute additional material weaknesses.
The SEC’s enforcement staff informed the Company that it was conducting an investigation and issued a subpoena requiring the production of documents and
information. Based on the subpoena, the Company believes the focus of the inquiry concerns, among other things, revenue recognition practices which
resulted in the accounting errors giving rise to the restatements reported herein. The Company, at the direction of the Audit Committee and with the assistance
of independent counsel and the forensic accounting professionals engaged by it, is cooperating fully with the SEC enforcement staff’s investigation.

The Audit Committee and the Company’s management have discussed the matters disclosed in this Current Report on Form 8-K pursuant to Item 4.02(a) with
the Company’s independent registered public accounting firm.
Caution Regarding Forward-Looking Statements
This Form 8-K includes information that constitutes forward-looking statements. Forward-looking statements often address our expected future business and
financial performance, and often contain words such as “believe,” “expect,” “anticipate,” “intend,” “plan,” or “will.” By their nature, forward-looking
statements address matters that are subject to risks and uncertainties. Any such forward-looking statements may involve risk and uncertainties that could
cause actual results to differ materially from any future results encompassed within the forward-looking statements. Examples of such forward-looking
statements include, but are not limited to, statements regarding our expectations with regard to any restated amount in our financial statements for the relevant
periods disclosed or furnished herein. Factors that could cause or contribute to such differences include: the final results of the internal review as it impacts
the Company’s accounting, accounting policies and internal control over financial reporting; the time and effort required to complete the restatement of the
Company’s financial statements and amend the related Form 10-K and Form 10-Q filings; the subsequent discovery of additional adjustments to the
Company’s previously issued financial statements; and the impact of the inquiry initiated by the SEC and any related or additional governmental investigative
or enforcement proceedings. Actual events or results may differ materially from the Company’s expectations. Except as required by law, the Company
expressly disclaims any intention or obligation to revise or update any forward-looking statements, whether as a result of new information, future events or
otherwise.
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