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We are required (o report certain mafuncions, deaths, and serious injuries associated with our products, which can result i voluntary corrective actions or agency enforcement actions.

Under the FDA's medical device reporting, regulations, and equivalent ules of other counties we are requied to repor 0 the FDA or  similar authoriy insuch other county,any information
that our product may have caused o contrbuted 0 a death of srious injury or i which oue product malfunctioned and, i the malfunction were o recur, would lkely cause or contibute o death or
Serous injory. In the EEA, we must report serious incidents and field safety cortecive actions through the Commission’s electronic system on vigilance and post-market survillance, which reports
are wransmitted o the competent authorty o the Member Stat i which the ncident occurred,

1w fal 0 repart thes evens to the FDA or applicable authorit in another country within th required timeframes, orat al, FDA, or the applicable authorty in the ather country could take
enforcement action against us. Any such adverse event involving,our produts orrepeated procuct malfunctions may result in volunary of involuntary cortctive actions, such s reclls or customer
notifications, or agency action, such as inspection or enforcement action. Any corrective action, hether volunary or involuntary, as wel a defending ourselves in a lwsui, could divert managerial
and financial resources, impair our abily to manufacture our products i a costeffective and timely manner, and have an adverse effect on our reputation, resuls of operations, and financial
conditon.

Any adverse event involving our products, whetherinthe U, or abroad could reslt i future voluntary corrctive actons, such as recals, includin cortections, or customer notificatons, or
agency action,such s inspection or enforcement actions. If malfunctions do occur, we may be unable to corect the malfunctions adequately or prevet futher malfuncions, in which case we may-
eed to cease manufacture and distribution of th affected product, nitiate volunary recall, and redesign the products. Regulatory authorites may also (ake actions against u, such as ordering.
recalls, imposing fines, or sezing the affected products. Any corrctive action, whether voluntary or involuntary, wil requie the dedication of our time and capital, disract management from
operating our business, and may hart ourreputation and financialresuls.

A recall of our products, ither voluntarilyor a th direction of the FDA or another governmental authoriy, including foreign governmental authoritie,or th discovery of seious safty issues
or malfunctions with our products, can result in voluntary corrective actons or agency enforcement actons, which could have a signficant adverse impact on us.

‘The FDA and similar foreign governmental authorites have the authority to require the recall of commercialized products i the event of material deficiencies or defects in design or
manuacture orin the event hat a product poses an unacceptable risk to health, Manulacturrs may, under theis wn Iniative, recall a product i any mateal deficency in a device i found.

1 the case of the FDA, the authoriy o require  recall must be based on an FDA finding that there is an unreasonable isk of substantial public harm. I adiion, forign governmental bodies
have the authority 1 require the recall of our products in the event of mateial deficiencies or defects in design or manufacture, A government-mandated or voluntary recall by us or o of our third-
party distributors could occur as a resultof an unacceptabl risk to helth, componen falure, manufacturig error, deig orlabeling defects, or other deficiencies and ssues, Recalls of any of our
products would divert manageril and financial resources and have an adverse effec on our epuation,resuts of perations, and financial condition, which could impaie our abilty 0 prodce our
products in a cost-effective and timely manner in order to meet our customers” demands. We may also be required o bear other costs or take other actons that may have a negative impact on our
future sales and our abilly o generae profic

“The FDA requires that certain clasifcation of recalls be reported to FDA within 10 working days after the recall i niiatd. Companes are required to maintain cerain records of recalls,
evenif they e not repartable o the FDA. We have in the past, and may i the future, nitite voluntary recall involving our products i th future that we determine do not require nofcation of the
FDA. Ifthe FDA disagrees with our determination, they could require us (0 report those actons as recalls A future recall announcemen could harm ou reputation with customers and negatively
atfect our sals. In addition, the FDA could take enforcement action fo fallng t0 report the recalls when they were conducted. Equivalent procedures and penalties have been established in other
counties including EU Member States

Modifications  our products may require new 5100k clearances or premarket approvals and new conformity assessment by our Notified Bods, or may require us o cease marketing or recal
the modified products untl clearances, approvats, o CE Certifcates of Conformity are obtained.

Any modification (0 a 510(k)-cleared device that could significanty affect is safety or effectiveness, or that would consttute a major change in it intended use, design, or manufacture,
requires a new 510K) clearance or, possibly, a PMA. The FDA requires every manufacturer 0 make and document this detemmination i the first instance. A manufacturer may determine that &
modication could not sigaificantly affect safery or effectiveness and does not represent a major change in is Intended us, 50 that 10 new S10(k) clearance s necessary. FDA may review any
manufacturer’s decision and may not agree with our decisions regarding whether new clearances or approvals ae necessary. The FDA may also o it own Iitiaive determine that a new clearance or
approval is required.
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‘We have modified some of our 510(k) ceared products and have determined based on our review of the applicable FDA guidance that in certan instances new 510(K) clearances or PMAs are
ot requied. 1f the FDA disagrees with our determination and requires us to submit new 510(K) clearances or PMAS for modifications to our peviously cleared products for which we have concluded
that new clearances or approvalsare unnecessary, we may be required to cease marketing or (0 recallthe modified produc until we obiain clearance or approval. I these circumstances, we may be.
subject t0significant eforcement actons, egulatory fines,or penaties, which could rquire us 0 edesign our products and harm our operaring rest

11 a manufacturer dotermines that a modification 1 an FDA-cleared device could sigaificantly affect s safty or effectiveness, or would constiute a major change i is intended use, then the
‘manufacturer must file for a new S10(k) cleatance or possibly a premarket approval application. Where we determine that modifications to our products requie a new 510(k) clearance or premarket
approval application, we may o be able o obtain those dditional clearances or approval for the modifcations or additional indictions i a tmely manner, or at all. FDA's ongoing review of the
510(K) program may make it more diffcul for us to make moifications o our previously cleared product, eithr by imposing more srct equirements on when a new 510(k) for a modification toa
previously cleared product must be submite, or applying more oneraus review criteria 0 such submissios.

I the EEA, we must inform the Nodfed Body that caried out the conformity assessment of the medical devices we market o sell i the EEA of any planned substantal changes 10 ou quality
system, manufacturing process, or changes to our devices which could affect compliance withthe essendal requirements or the devices" ntended use. The Notified Body willthen assess th changes
and verify whether they affect the products’ conformity with Essential Requirements and relaed applicable laws. There can be no assurances that the assessment wil be favorable and that the
Notified Body will ttet 10 our compliance with the essential requirements, which will prevent us from selling our products i the EEA. Moreover, any substantia changes that (ke place in the
coming years may impact the continuing effectiveness of our CE Cerifcates of Conformity that were issued on the bass o the Medical Device Direcive,

There i no quarantee that the FDA will rant 510(4) clearance or premarket approvalof our future products or that our Notified Body willssu the required CE Certficae of Conformity, and
fuilure to obain necessary clearances or approvalsfor our future products would adversely affect our business prospects.

‘We are i the process of developing our regulatory sirategies for obaining clearance or approval for future products. Some of them may require 510(k) clearance by the FDA or a new CE
Certificate of Canformity. Other future products may require premarket approval. In additon, some of our new products may require clinical ials or significant clinical evidence (o support
regulatory approval and we may ot successfully complete these clinical tials. Obiaining regulatory elearances or approvals and CE Cerifcates of Conformity can be a time-consuming process, and
delays i abtaining required future regulatory clearances o approvals, and CE. Certfcates of Conformity would adversely affect our abilty 1o introduce new o eshanced products n a timely manne,
which in tum would adversely affect our business prospects. The FDA may not approve or clear these products or our Notifed Body may not issue CE. Certficate of Conformity for the indications
that are necessary or desirable for successful commercialization. Indeed, the FDA may refuse our requests for 510(k) clearance or premarket appraval of new products, new intended uses, or
‘modifications to exising prociucts and our Norified Body may refuse to ssue new CE Cenificats of Conformity. Falure to receive clearance, approval, r Cerifcats of Conformity for our new
products would have an adverse effecton our ability o expand our business

We may ail to obtain or maintain foreign regulatory approvals o market our products i other countrie.

‘We cureently market our products intematioally and intend to expand our intemational markeding. Intemarional jurisdictions require separate tegulatory approvals and compliance with
umerous and varying regulatory requiremens, For example, we intend to continue  seck domestic and intemational reguiaory clearance to market our primary products Asia,the Middle Eastand
other key markets. The approval procedurs vary amon, courtries and may involve requirements fo substantial addiional testing, and thetime required to obain approval may iffe from county to
country and from that require o obiain FDA clearance or approval or to obain CE Certifcatesof Conformity.

Clearance or approval by the FDA or obiaining a CE Certificate of Conformity does not ensure approval or certfication by regulatory authoriies i other countres or jurisdictons, and
approval or certifcaton by one foreign regulatory authority does not ensure approval or certficarion by regulaory authoriis in other freign counties of by the FDA. The foreign regulaory
approval or cerifcarion process may include al o the risks associated with obtaining FDA clearance or approva, or  CE Certficate of Conformity for a medical device in the EEA, in additon to
otherrisks. In addition,the ime required to obain foreign approval may differ from tha requird 0 obtain FDA clearance or approval,or a CE. Certficate of Conformity i the EEA, and we may not
obiain foregn regulatory approvals on a imely basis, if at all. We may not be able o fle for regulatory approvals or certifcations and may ot receive necessary approvals (o commercialize our
productsin any market, If we fail o receive necessary approvals or ceriifications o commercalize our productsin foreign jurisictions on a tmely basis,or atal, our business, results of operatons,
and financial condition could be adversely afected.
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Clinical rals necessary t0 support a De Novo 510(k) or PMA application or a conformiy assessment procedure will be expensive and may require the enrollment of arge numbers of patients,
and suitable patiens may be difficult 0 idenify and recruit. Delays or failures in our clnical tials will prevent us from commercializing any modified or new products, or new indications for
s for existing products, and will adversely affect our business, operating results and prospects.

Initistng and compleing clnical trils necessary o support a De Novo 510(K) or PMA application for our possibl future products o to support  conformity assessment procedue for a new
(CE Cortiicateof Conformity would be time consuming and expensive and the outcome uncertain. Moreover,the results of carly clinical tials are not necessarly predictiv of futue resuls, and any
product, or new indicaton for use, we advance into clinical trals may not have favorable resuls n later cincal tials.

‘Conducting successful clinical stuies may require the enrollment of arge numbers of patents, and suitable patents may be difficult 0 identify and recrit. Patient enrollment in clinica rals
and compltion of atien paricipation and follow-up depends o many factos,including the size of the paient population, the nature of the ral protacol, th atractiveness of, o th discomforts and
isks associated with, he treauments received by enrolled subjects, the avalabiliy of appropriate clinica ral investigators and support staff, the proximity of patients to clnical ste, and the abilty
to comply withthe inclusion and exclusio criera for participation i the cliical trial and parient compliance. Development of sufficient and approprite linial protocos to demonsiate safety and
effectiveness are required and we may not adequately develop such protocols o support clearance and approval. Futher, the FDA or our Noified Body may requie us to submit data on a greater
number of patients than we originaly anticipated anlor for a longer follow-up peiod oF change the data collction requirements or data analysis applicable o our clinica trils. Delays i patient
envollment or falure of patents o continue o partcipat in  clnical rial may cause an increase in costs and delays i the approval and attempted commercialzation o our products or result n the
failure of the clinica tral. For example, the COVID-19 pandemic caused substanial delays i site iniiation and patient enrollment in our SILVIA trial designed to assess the safety and effcacy of
our Bedrock technique. In addition, despite considerable tme and expense lnveste in our clinical tials,the FDA o our Notified Body may not consider our data adequate (0 demonstrte safcy and
effeciveness. Such increased costs and delays or failues could adversely ffect ou business, opeating results and prospects

Our facilty and our clinical investigational sites operate under procedures tha govern the conduct and management o FDA-regulate cliical studies under 21 CFR Parts 50 and 812, and Gond
Clinical Practices. The FDA may conduct Bioresearch Monitoring inspections of us and/or ous clnical sites o assess compliance with 21 CFR Parts 50 and 812, our procedures, and the clnical
protocal. I the FDA were to find tha we o our clinica investgatorsare not operatng,in complance ith applicable regulations, we could be subject to the above FDA enforcement action, a5 well
s refusal 10 ccept all or part of our data in support of our 10(k) o PMA, or we may need to conduct additonal sudics.

“The results of our clinical rals may not support our product candidate claims or may result i the occurrence of adverse events.

Even i our clnical rals are completed as planned, o on a delayed basis, we cannot be cerain hat ther esuls ill support our product candidate clains o that the FDA, forign authorites, or
ur Notifed Body will ageee with our conclusions regarding them. Success in pre-clnical studies and early clinical trils does ot ensure that later linical tials il be successtl, and we camot be
sure that the latr trals will replicae the resuls o prior tias and pre-clinical studics. The clinical wral process may fail to demonstzat that our product candidate are safe and effectve for the
proposed indicated uses, which could cause us t0 abandon a product candidate and may delay development of others. Any delay or temination o our clinical ial will delay the ilng of or product
submissions and, ultimately, our ability to commercialize our product candidates and generae revenue. It s also possble that patients enrolled in clinical tials willexperience adverse events that are
ot currenly part of theproduct candidate’ profile.

ULS. legislative or FDA or foreign regulatory reforms may make it more diffcult and costy for us o obtain regulatory clearances or approvals, or CE Certficates of Conformity for our product
candidates and (0 manufacture, market, and distribute our producis after approval i obiained.

From time o time, Congress introduces legislation that couldsignificantly change the statuory provisions governing the egulatory approval, manufacture, and marketing of regulated products
or the reimbursement hereof. In diton, FDA regulations and guidance areoften evised or reinterpreted by the FDA in ways that may significanly affect ur business and our products. Moreover,
the new Medical Device Regulaton entered into application on May 26, 2021. Any new regulations o revisions or reinterpretation of existing regulations may impose additional costs o lengther
review times of future products. s impossibl t predict whether legislatve changes will be enacted or FDA regulations, guidance,or nterretation changed, and wha the impact of such changes,
i any, may be.

Leadership, personnel and structural changes within the FDA as wel as recen federal election ovtcomes could result n significant legslaive and regulaory reforms impaciing the FDA's
regulation of our products. Any change in the laws or egulations that govern the clearance and approval processes elating o our curtent and futureproducts could make it more diffcult and costly to
obiain clearance or approval for new products, o 1o produce, market and distrbute existing products. Signifcant delays i receiving clearance or approva, or the falure 1o eceive clearance or
approval for our new products would have an adverse effct on our bilty to expand our busines,
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Another example can be found in the EEA. The Medical Devices Regulation (“MDR") enteed into applicaton an May 26, 2021. MDR introduced substantial changes o the ablgations with
which medical device manufacturers must comply inthe EEA. Examples of the changes which will be inroduced by these regulations nclude the following:

+ addional scuinydaring the conformiy assssment procedure for high sk medicl devices;
+ srengiheningof the lnicaldtarequirement relaed 10 medical devices:

- suengiheningofthe designation and monicing processes goveming noified bodies;

e obligaon for manufacturers and authorized representativ o have a person responsible (o regultory compliance coninuously at their disposal
+ aulhorized epresntatives heldleally respansble and lablefo dfective products lace on the EU market;

 increased raceabilty of medlicaldeviesfllovwing he trduction of a Ui Device entifction (‘UDI", systern;

+ new s governingthe reprocesing of medicl devices;and

+ increased tansparency with the establishment of European database on medical devices ("EUDAMED") I s information from several databases concerning economic operators, CE
Cenificates of Conformity, conformity assessment, clincal nvestigations,the DI system, adverse event reporting and marketsurveillance would be avalable (0 the public

“The Medical Device Regulaton also substantially impacts clinical invesigations of medical devices. Among other hings, t imposes specific obligations concerning incapacitated subjects,
‘minors, pregnant or breastfecing women and clinica Investigarions in emergency situations. In addition to deailed provisions cancerning the authorization and conduct of clinical investgations, the
Regulaion imposes on non-EU sponsors  responsbilty o appoint a legal representative establshed in the EU and an obligation an EU Merber Staes to ensure that systems for compensation for
any damage suffered by a subject esulting from participation in a clinical investigation conducted on their trrtory ae inplace and places on sponsors and investgators the obligaion to ensue they.
make use of these systems.

“Transiion rom the regulaton of our products under the Medical Device Dircetive, and implementing legislation in each EU Mernber State, o regulation under the Medical Devices Regulation
has requiret and will continue t require  substantial ransiton effort by us.In adition, detal s o how certan aspects o the Medical Devices Regulation will be applied remains unclar, Failure to
update our quaity system and regulatory documentation could delay our ransition o compliance with the Medical Devices Regulation and delay or prevent us from obiainin new CE. Certificates of
‘Confornity under the Regulation. Transitio from compliance with the Medical Device Directive 1o the Medical Devices Regulation could result in disruption o our business fn the EEA which could
adversely affectour busines, resuls o operation and financal condition.

In additon, any changes (o the membership of the Eurapean Urion, such as the departure of the United Kingdom from the EU, may impact the regulaory requirements for the impacted
counties and impair our business operations and our ability 1o market products in such counties, For example, pursuant to guidance issued by the UK Government as a result of the UK formally
withrawing from the European Uion, the Medicines and Healhcare products Regulatory Agency ("MHRA”) became the standalone medicines and medical devices regulator for the UK as of
January 1, 2021. A new mark referred 0 as “UKCA” (UK Conformity Assessed) has also been ntroduced and will eplace the CE conformity mark. Although CE. conformity marketing and
centficates issued by Notified Bodies will coninue o be recognized in the UK through June 2023, all medical devices must b regisered with the MHRA s of January 1, 2021. Complying with this
e regultory framessork will requie us 0 nvest in adcitonal resources and could be expensive, ime-consuming and disruptive to our existing operations in the UK.

We may incur product iabliylosses, and insurance coverage may be inadequate o unavailable t cover these losses.

Our business exposes us o potental product liabilty claims that are nberent in the esting, design, manufactue, and sale of surgical devices. Sacroiiac joint and ofher orthopedic spine
surgeries involve signifcant isk of serious complicatons, including bleeding, nerve injury, paralysis, and even death. Surgeons or non-surgeon physicians may misuse or ineffecively use our
products, which may resultin unsatsfactory patient outcomes or patien injury. In addition, f longer-tem patient resuls and experience indicate that our products or any component of a product
cause tissue damage, motor impairment, o other adverse effects, we could be subject to Sgnificant lbilt. We could become the subjec of product liability lawsuis alleging that component
filures, manufacturing flaws, design defects, or inadequate disclosure of product-telted risks or product-elaed information resuled in an unsafe condition or njury to patient. Product liabilty
Tawsuits and clis, safety alrts, or product ecalls, regardiess of their ulimate outcome, could have a materal adverse effect on our business and reputation, our abilty o atract and retain
customers and our esuls of operations or financial conditon.
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Although we maintai third-party productlabiliy insurance coverage, i Is possibl tha claims against us may exceed the coverage limis of ou Insurance policies or cause us (0 record a self-
insured los. Even if any product labilty lossis covered by an insurance policy,these pocie typicaly have substanial retentions or deductibles that we are responsible for. Product iability claims.
i excess of applicable insurance coverage could have a material adverse effect o our business,resultsof operations, an financial conditon

In addition, any product Habilty claim brought against s, withor without merl, could result i an increase of our productlabiliy insurance rate. Insurance coverage varies I cost and can be
dificut 1o obiain, and we cannot guarantee that we will be dble 0 obtan Insurance coverage i the future o terms acceptable 0 usor at al.

We are subject o environmental laws and regulations that can impose significant coss and expose us to potential financial libiltes.

“The manufacture of cerain of our product, including our implants and products, and the handling of materals used i the product testng process involve the use of bological, hazardous.
andor radioactive materials and wastes. Ou busines and faciltes and those of our suppliers are subjec o Torelg, federal,sate, and local aws and regulations relating o the protecion of human
healh and the environment, including those governing the use, manufacure, storage, handling, and disposal of, and exposure t, such materfals and wastes. We own and operate certain x12y.
equipmentatour facilies which requires adoption of a adiaton safey plan. Our falure to follow such safety plan o otherwise e tis equipment properly could be hazardous o our employees and
expose us o libilty s the employer.In adition, under some environmental laws and regulations, we could be hel responsibl for costs relating (0 any contamination at our pastor presen facilies
and at hird-pary waste disposal sites even if such contaminaton was not caused by us. A filure o comply with current or fture environmental aws and regulaions could resul in severe fines or
penlties. Any such expenses or labilty could have a sigificant negatve impact on our busines, resuls o operations, and financial conditon.

Certain of our prodcts are derived from human tssue and are or could be subject 0 additonal regulations and requirements.

Ou iFuse Bone product s deived from human bore issue, and as  result s subject to FDA and certain sate regulations rgarding human cels, ssues and cllular o issue-based products, or
HCT/Ps. To date, Fuse Bone is our only HCT/P product, and as a product regulated under Section 361 of the Public Health Service Act, we have ot been required 0 fle  510(k) with respect to
iFuse Bone. Howexer, the FDA could require us 1o obain  510(k) clearance for fuure tissue products not regulated a5 361 HCT/Ps. The process of obaining a 510(k) clearance could take e and
consume resources, and faling (o receive such a clearance would render us unable o market an sellsuch products, which could have  material and adverse effecton aur business
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Risks Related to Our Intllectual Property

1f we or our licensors il o adequately protect or enforce our intellectual property rights o secure ights t patents of others,the value of our intllectual property rights would diminish and.
our ability to successfully commerciaize our products may be impaired.

‘We ely primarily on patent, copyright, rademark and rade secret laws, as well as confidentialty and nondisclosure ageements and other methods, 0 proect our proprictary technologies and
Know-how. As of December 31, 2022, we owned 51 issued U.S. patents and had 32 pending U.S. patent applications, and we owned 16 isued foreign patents and had 18 pending foreign patent
applications. We have focused the majority of our foreign patent effors in China, Europe, and Japan. Our current U.S. patents on iFuse,including the triangular shape, expire in Noverber 2024.
‘Competitors may market similar triangular shaped devices upon the expiatio of the pateas in late 2024. Ou current U.S. patents on [Puse-3D, inludig the fenestrated design, expire i September
2035, Our foreign patents will expire between August 2025 and September 2035.

As of December 31, 2022, we have 19 registered trademarksin the U.S. and have fled fo four more., We have sought protection for at leat wo of these trademarks n 60 counties including the 27
European member countris of the Madrid Protocal,

‘We have applid or patent protection relaing o certain exising and propose products and processes. While we generally apply fo patentsin those countres where we intend to make, have
made, use, or sell our producs, we may not accurately predict ll of the countries where patent protection willulimately be desiable. 1f we fail o imely fle  patent application in any such counry,
we may be precluded from doing 5o at a lter date. Furthermore, we carot assure investors hat any of our patent applications wil be approved. The rghis grante o us under our patens, ncluding
prospecave rights sought in our pending patent applications, may not be meaningful or provide us with any commercial advantage. In addition, those righs could be opposed, contested, or
circumvented by our competitrs o be declared invalid or unenforceable i juical or acminisrative proceedings. The failure of our patents (0 adeguately protect our technology might make I casier
for our compeditors (0 offer the same or similar products o technologles. Competitors may be able 0 design around our patens or develop products that provide outcomes tha are comparable 0 ours
without nfinging on our ntellectal property rights. Due o differences betyeen forelgn and U.S. patent aws, our patented intellectual property rights may not recive the same dege of protection
i foreign countries as they would in the U.S. Even if patenis are grante ouside the U.S,,effctive enforcement in those countries may not be avalabl. Since most of our issued patenisare for the
ULS. only, we lack a corresporing scope of paten protection in other countries. In countris where we o not have signficant patent protection, we may not be able o stop a competior from
marketing products in such countrie that are the same as o simila 0 our produces

‘We ely on our trademarks, rade names and brand names o disinguish our product from the products of our compeitors and have registered or applied to regiser many of these rademarks.
‘We cannot assure inestors tha our rademark: applications will be approved. Third paries may also oppose our trademark applications, or therwise challenge our use of th trademarks, I the eveni
that our trademarks are successfully challenged, we could be forced to rebrand our products, which could result n 1oss of brand recognition, and could requie us  devote resources 0 advertising.
and marketing new brands. Further, we cannot assure investors that compettorswill ot infinge upon our trademarks, o that we vl have adequate resources to enforce our rademarks.

W also rely on trade seckes, know-how, and technology, which are not protected by patents, o maintain our compettive posidon. We uy (o protect this information by entering nto
confidentality and intellectual property assignment agreements with parties that develop intellectual property for s andor have access o it such as our officers, employees, consultants, and
advisor. However, n the even of unauthorized use or disclosure or other breaches of such agreemens, we may not be provided with meaningful protecton for our trade secretsof otber proprietary
nformation. In adition, our rade secrets may otheryise become known or b ndependently discovered by competitors. To the exten that our commercial partners, collsorators, employees, and
cansulants s intellectual property owned by othersintheir work fo us,disputes may arse s totherights n relate o resuling know-horw and inventions.If any of our trade secrets, know-how or
other technologies not proteced by  patent were to be disclosed to of independendy developed by a compedtor, our business, financial condition, and results of operations could be materially
adversely affected.

Inthe future, we may enter int lcensing agreements to maintain our competive position. I e enter ini fn-bound itellectual property lcense agreements,we may not be abe ta fully protect
e licensed intellectual property rightsor maintain those licenses. Future licensors could retin the right o prosecute and defend the intelectual property ights licensed 0 us, in which case we would
depend on the abilty o our licensors o obtain, maintsin and enforce intellectual propety protection for the licensed ntellectual property. These licensors may determine ot o pursue ligation
against other companies or may pursue such litigation less aggressively than we would. Furthr,entering into such lcense agreements could impose various diligence, commercialization, royalty, or
other oblgations on us. Future licensors may alloge that e have breached ou license agreement with them, and accordingly seck damages o 1o terminate our license, which could adversely affect
ur competiive business poston and harm our business prospects.
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1 a compedtor inringes upon one of our patent, rademarks, or othe intellectal property ights, enforcing those patents, trademarks, and other rights may be diffcult and time consuming.
Even if successiul, liigation o defend our patents and trademarks against challenges or (0 enforce our intellectual property rights could be expensive and dme consuming and could divert
‘management's atention from managing our business. Morcover, we may not have suffcien resaurces to defend our patets or rademarks against challenges or to enforce our intellectual property
ights.In aiton, i third partis infringe any intelectua property that s not material t the products that we make, have made, use, or sel, it may be impractica fo us o enforce this inellectual
propety against those hird partcs

We may be subject (o damages resulting from claims that we, our employees, or our third-party disributors have wrongfully used or disclosed alleged trade secrets of our competitors or are in
breach of non-competiton or non-sociation agreements with our compettors.

Many of our employees were previously employed at oiher medical device companies,including our competitors o potential competitor, in some cases until ecentl. Some of our third-party
distebutors sel, or in the past have sold, products of our compettors. We may be subject to clams that we, our employees, or our third-paty disributors have inadvertendy o otherwise used or
disclosed trade sectets o other proprietary nformation of these former employers o compediors. I addition, we have been and may i the future be subjet o clams that we caused an employee to
breach the terms of his or her non-competiion or non-soliciatin agreement. Even If we are successfulin defending against these laims, ligation could reult insubstantial costs, divert the atenton
of management rom our core business and harm our reputation. 1 our defense (0 those claims falls, in additon (o paying monetary damages, we may lose valuable inellectual property rights or
persannel. There can be no assurance that this type of litgation will not occur, and any future liigaton or the threat thercof may adversely affect our abiliy to hire addiional direct sales
representatives. A 1os of ey personnelor their work product could hamper or prevent ur ablity o commercialize product candidates, which could have an adverse effct on our business, esuls of
operations, and financial condition.

‘The medical deviceindusty s characterised by patent litigaton and we could become subject t ltgation that could b cosdy, result n the diversion of management’s time and effres, require us
1o pay damages, and/or prevent usfrom developing or marketing our exsting o future products.

Our commercial success will depend in part on ot infringing the patents or violaring the other proprietary rights of third parte. Significant ligaton regarding patent rights exists in our
industy. Our competitors in both the U.S. and abroad, many of which have substantially greater resources and have made substantial investments in competin technologies, may have applid for or
biained or may in the future apply for and obtain, patents that wil pevent, limit, or otherwise iterfee with our ability to make and sel our products. We have conducted a imited review of patents
ssued 10 third parie. The large number of patents, the rapld rate of new patent issuances, the complexiis of the technology involved, and the uncertainty of litgation Increase the rsk of
‘management's atenion bing diverted to patent ligation. Any ligation or claim against us, even those without merit, may cause s to incur Substandal costs, and could place a ignificant strain on
our financial resources, divert the atntion of management from our core business, and harm our reputation. Further, 25 the number of participants in the medical device ndusty grows, the
possibility of intellectual propery infringement claims againstus ncreases. I we are found (0 infinge the intellectual property rights of tird parties, we could be require © pay substantial damages,
inclucing trebl, o triple, damages f an infingement i found to be willfal, and/or royaltes and could be prevented from sellng our products s we obain a license or are able 1o redesign our
products 0 avoid infringement. Any such license may not be available on reasonable terms, if a all and there can be no assurance that we would be able o redesign our producs i a way that would
Dot ifringe the intelectual property rights of athers. 1f we fail o obtain any required licenses or make any necessary changes to our products of technalogies, we may have (o withdraw existing.
products from the market or may be unable (o commercalize one or more of our products, all o which could have a material adverse efect an our business, resuls of operations, and financial
conditon. Ifpassed o lav, patent reform legislation currently pending in the U.S. Congress could significandly change the isks assoclated with bringing of defending a patent infrngement lawsuit.

I adition, we generally inderanify our customers and third-party disributors i respect t infingemen by our products of the proprieary rghts of thid parties. Third paries may assert
infringement claims agains our customers or third-party disrbutors. These claims may require us o initiate or defend protracted and costly ligation on behalf of our customers or third-party
distbutors,regardless of he meris of these claims. I any of these claims succeed, we may be forced o pay damages on behalf of our customers or third-pary distributors or may be required 10
biain licenses 1 intllectal property owned by such third paris. 1f we cannot obain al necessary lienses on commercaly reasonable terms, our customers and third-party distibutors may be
fotced o sop using or selling our products.
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Risks Related to Ownership of Our Common Stock
The price of our common stock may be volatile, and the value of an investment in our common stock could decline.

Medical device stocks have historicaly experlenced volarly, and thetrading prce of our common stock may fluctuate substantially. These Muctation could cause our stockbholders to lose all
or par of thei investment in our common stak. Factors that could cause fluctations i the tading price of our common sock include the following:

« changes ininerest ote, investor risk apperte and other macroeconomic factors impacting the market fo securies issued by medical device companies;

+ the sk ofinflaion, interest rae increases and other macroeconomic factors impacting patents” economic ability and likelihood of undergoing electve procedures, whether real o a5
perceived by investors;

+ acual o andcpated changes or fluctuatons i our results of operatons;
+ the impact of the COVID-19 pandemic onour business;

+ esults of ou lnical s and thatof our competors products;

. regulatory actions with respect 0 ur poducts o o compeior's products

+ anmouncements o e ofeings, products, servcesor technoloies, commercal elatonships, acauistions, o sher events by usorour comperors

- priceand vlume flucuations i the overall stock marke rom tm to time;

. ignificantvolaulty i he marke price and rding volume ofhelthcare comparies ngenerl, nd o companie inthe medicaldevie ndusty i pardculr
+ Cucustions i the ading volume of urshares o the siz o ou public foas

+ negatve publicty;

+ whethr ou resuls of aperations et h espectatonsof secures anlyss o investorsor those expctaions canges

 tigaion nolving us,ou ndusy, o ot

+ regulatory developments n the U, foreign countries,or both;

+ lockeup reeases and sales of lage blocks of our common sto
+ additions or departures of key employees or sclentifc personnel; and
+ general economic condiions and rends.

1 addiion, f the market for healthcae stocks or the stock market, in general, experience a further los of investor confidence, he rading price of our common stock could decline for reasons
unrelate 0 our Business,resuls of operatons, o financial condition, The trading price of our common stock might also declne i reaction to events tha afect other companies in our industry even
if hese evens do not direcly afect us. n the pas, following,periods of volatlty in the market price of a company’s securites,securiies clas aciion litgation has often been brough against that
‘company. Ifour tock pric i volail, we may become the targe of securiis iigation. Securitis ligation could reslt i substantial costs and divert our management’s atenton and esources from
our business. This could have a material adverse ffect o out business,resultsof operatons, and inancial coniion

Our sales volumes and our operating resuls may fluctuate ver the course of the year, which could affct the price of our common stock.

We have experienced and continue 0 experience meaningful variabilty in our sales and gross profitfrom quarter (o quartr,as well a within each quarter. Our sales and results of operations
il e afected by numerous factor, including, among other

* payor coverage and reimbursement;
+ the number of products soldinthe quarter and ou abiliy o drve increased sles of our products;

« ourabiliy o esablish and mainain an effective and dedicated sales force;

£
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« pricing pressure applicable (o our products, including adverse third-party coverage and reimbursement outcomes;
« the impactof the COVID-19 pandemic or other epidemic disease outbreak on our business;

+ tesulsof clincal research and rals on our exising prodcts and products in developmen;:

+ the mix of our roducts sold ecause profit margins ifer amangst o producs;
+ iming of v product ffrings,acqiston,lcensesor oler significant event by usor our competiors;

+ the abilty ofoursuppliers 0 timely provide us with an adequate supply of mtetls and componenss;

+ the volvingprciuct fferings o our competors

+ thedemand for, and pricing o, our poducts and th products of our compeiors

+ actorsthat may affct thesle of our produces, incuding sessonaliy and budgers o our customers

+ domestc and inernationl rgulaory cletancesor approvals, o CE Certicates of Conformity, and legislative changesafectingthe poducts we may ofe o thos of ouecompetors
+ intrrption i the manufacturing o disebuton f ur products;

+ e effct of compeing technologicl ndusiny and marketdevelopments;

+ ourabilty toexpand he geographic reach ofour sales and marketin efots

+ the costs of mainaining adequae nsuance covrage, inclding product labily nsutance;

+ the avallabilty andcos f components and material:

+ the numberof selig days n the quare

+ Muctuaton i foregn cumency exchange rtes;and

+ impairment and oher spcial charges.

Some of the praducts we may seek to develop and ntroduce in the future will equire FDA clearance or approval efore commercializtion in the U.S., and commercializaion of such products
outside of the U.S. would liely require additional regulatory approvls, o Certificaes of Conformity and import licenses. As a result, It will be iffcul or us (o forecast demand for hese products
with any degree of certainty. In addition, we will be increasing our operating expenses as we expand our commercal capabliies. Accordingly, we may experience significant, unanticipted losses. I
our quartery or annual operating resuls fal below the expectations of investorsor securtes analysts, the price of our common stock could decline substantially. Furthermore, any guarterly or annual
Auctuations in our operatng resulis may, i tum, cause the price o our common stock to fluctuate substantially, Quartely comparisons of our financialresulis may ot aways be meaningful and
should not be elied upon as an ndication o our fture performance.

We may be unable t utilize our federal and stte net operating oss carryforwards to reduce our income taxes.

s of December 31, 2022, we har et operaing loss (“NOL) caryforwards of $298.6 millioand $238.7 millon available t reduce future axable income, fany, for U, federal ncome tax
and stte income tax purpose, respectvely. I ot utlized,ou federal and sate NOL. camyfowards begin 1o expire in 2029 and 202, respectively, subject o the recent Clifonia franchise ax
change affecting Caliomia stste NOLs mentioned below. Portons of these NOL caryforwards coukd expire unused and be unavailabl 1o ofset fture income tax liabilis. Unde legsation
enacted in 2017 a5 modified by egisltion enacted in 2020, unused U, feeral NOLS genrated in o eors beginning aftr December 31, 2017, will not expre and may be coried forward
indefinitel, but the deducibily of such fedral NOL intaxable vers bgning ater December 31, 2020, limite 0 80% o taxable income. A he st lvel, here may be periods during which
{he us of NOLS s suspended or otherwise limited. I aditon, under Secton 362 of he Code, and coresponding provisions of st aw. i  corporation undergoes an “owership change,” which
severaly occury f the prcentage of the corporaton's stk owned by 5% stockholders incresses by mort than 50% over  three-yes period, the corporation's abiliy o use s pre-change NOL
Camyforwards and oier pre.change 1 atrbute o offe s postchange income may be imited. We updated our Secton 352 ownership chane analyis trough December 31, 2020 The anlyss
determined tht we have experienced Secton 382 wnership changes in 2010 and 2020, A total of $1.4 millon of our NOLs and tax crodit caryforwards are sublect t limitaion s  result o the
ownership change.
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“The Calfornia Assembly Bill 85 (AB B5) was signed nto aw by Governor Gavin Newsom on June 29, 2020, The legslaion suspends the California NOL deductons for 2020, 2021, and 2022
for certain taxpayers and imposes a limitation of certain Califormia Tax Credits for 2020, 2021, and 2022. The legisation disallows the use of California NOL deduction if the axpayer recognizes
busines income and tsadjusted grossincome is greater than $1.0 millon. The carryover periods for NOL deductions disallowed by this provision willbe extended.

On February 9, 2022, California Senate Bill 133 (SB 133) was signed into law. The new bill lfted the limiation for California NOL and credit uilization disallowed by AB 85. We wil
contnue to manitor the possible California NOLS and creditlimitaton in future periods,

Our charter documents and Delaware law could discourage takeover attempts and lead to management entrenchment.
Our amended and restated certifcate of incorporation and amerded and restated bylaws cortain provisions that could delay or prevent a chang in contol of our company. These provisions

could also make it diffcult for sockbolders o elect directors that are not nominated by the current members of aur board of directors or take other corporate actons,including effecting changes
our management. These provisions include:

« a clasified board of irectors wih thre-year staggered terms, which could delay th abilit of stockholders o change the membership of a majoriy of our board of dirctors;

e ability of our board o directors (0 issue shares of preferred sock and o determine the price and ther terms of those shares, incuding preferences and voting ights, without stockbolder
approval, which could be used tosigaificantly dilute the ownership o a hosie acquiror;

+ the exclusive right of our board of directors to electa diector to il a vacancy created by the expansion of our baard of directors ar the resignation, death or removal of  directar, which
prevens stockholdersfram being able to fll vacancies on our board of direcors;

+ a probibition on stackbolder action by written consent, which forces stockholder action to b taken at an annalor special meeting o our stackholders;

+ the requirement tht a special meeting of stockholders may be called only by a majority vote of our entire board of directors, the chairman of our baard of directors,or our chief execuive
offcer, which could delay the abiliy of our sockholders o force consideration of  proposal o to take ation,incluing the remaval of directors;

. the requirement forthe affirmaive vore of hlders of at leat 66 2/3% ofthe votin power of al of the then-outstanding shares o the vting stock, voting together as a single class, (0 amend
theprovisions of our amended and restated certifcate of incorporation rlating 1o the management of our business or our amended and resated bylaws, which may inhibi the abliy of an
acquiror 0 effectsuch amendments (o faciliate an unsolicted takeover atemp; and

« advance notice procedures with which stockholders must comply to nominate candidates o our board of diretors o to propose maties to be acted wpon at a stockholders' meeting, which
may discourage or dete a potential acquirorfrom conducting a solicitation of proxics (@ elect the acquiror's own sate of director or oiherwise attempting  obtain control of us.

1 aditon, as a Delaware corporation, we are subject 1o Section 203 of the Delaware General Corporation Lav. These provisions may prohibit large sockholders,in paricular those owning
159% or more o our outstanding voting stock, rom merging or combining with s for a certain period of time.

A Delaware corporation may opt outof this provision by express provision in s riginal certifcate of incorporation or by amendment o is ceri
tsstockholders. However, we have not opted aut of, and do not currently intend 0 optout of,this provision.

ate of incorporation o bylaws approved by

“These and other provisions in our amended and restated certifcate of Incorporation, amended and restaed bylaws and Delaware law could make it more diffcult for stockholders or potental
‘acquiers  obtain control of our board of dirctors or niate actions that are opposed by our then-curtent board o directors, including delay or impede a merger, ender offer or proxy contest
involving our company. The existence of these provisions could negatively affect th price o our common stock and imit opportunitesfor ourstockholderstorealize value in a corporate ransaction.
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Our amended and restated certficate of incorporation provides thatthe Court of Chancery of the State of Delaware and the US. federal distict courts are the exclusive forums for substantially
all disputes between us and our stockholders, which resricts our stockholders" ability o bring a lawsuit against us or our directors, officers, or employees in jurisdictons other than Delaware.
and federal disrict courts.

Our amended and restted certifcae of incorporation provides that the Court of Chancery of the State of Delaware i the exclusive forum for any derivative acton or proceeding brought o our
bebalf; any action asserting  beach of & fiduciary duty; any acton asserting a claim agains us arising pursuant to the Delaviare General Corporation Law, our amended and restated cerificate of
incorporation, or our amended and rescated bylaws; o any action asserting a claim against s that is governed by the iternal affars doctrine. The provision would not apply to suits brought to
enforce a duty or iabilty created by the Exchange Act This choice of forum provision may limit a stockholder's abilty (0 bring  claim in a udicial forum tha ¢ finds favorable for these types of
disputes with us or our directors, offices, or other employees.

Our amended and restated certifcae of incorporation also provides that the U.S. federal disrit courts are the exclusive forum for resolving any complaint asertng a cause of action arisng
under the Securites Act,

Htem 1B, Unresalved Staff Commens.

None,

. Properties.

Ou leased headquarers in Santa Clara, Californa, comprises approximaely 21,848 square feel, and the lease for this space expires in May 2025. Our headquarters houses our research,
product development, markering, finance, education, and administzaton functions. We also lease escarch and development and warehouse space i another bullding i Santa Clara, Callfornia under a
Jease that will expre in October 2026, and offce spaces in Gallarte, Ialy (lease expires in August 2027), Manheim, Germany (Jease can be erminated on six-months notce), and Knaresborough,
United Kingdom (ease expiresin December 2025) o accommodate our Exropean sales and marketing team. We believe our facilies are adequate and suiable fo our current eeds but in the fuure
e may need additional space.

Item 3. Legal Proceedings

‘We may be subject to legal proceedings and claims in the ordinary course of business. We cannot predictthe results of any such disputes, and despite the potental outcomes, the exstence.
thereaf may have an adverse mateial impact on us due o diversion of management time and aitention a well a th financial coss relaed to resolving such disputes.

Item 4. Mine Safety Disclosures

Not Applicable.
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PART I
Ttem 5. Market for Registrant’s Common Equity, Related Stockholder Matiers and Isuer Purchases of Equity Securiies.
‘Market Price of Common Stock
Our common stock i lsted o the Nasdag Global Market under the symbol “SIBN”.

Holders of Record

As of February 23, 2023, we had 144 holders of record o our common stock. The actual number of stockholders i reatr tha this number of record holders, and includes stockholders who are
beneficial owners, but whose shares are held n sreet name by brokers an ather nominees. This number of holders of record also does not include stockholders whose shares may be held in tust by

other enties
Dividend Policy

We have never declred or paid any cash dvidends on our capial stock, and we do not currently itend to pay any cash dividends on our captal stock inthe foreseeable future.

Ttem 6. [Reserved]

Ed
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Item 7. Managements Discussion and Analysis of Financial Condition and Result of Operations

The ollowing discussion and analyss of our financial condition and results of operations should be read in conjunction with our financial statements and the related notes 10 those statements
included elsewhere n this Annual Report on Form 10-K. Some of the information contained in this discussion and analysis or setforth elsewhere in ths Annual Report on Form 10-K, including
information withrespect 1 our plans and strteqy for our busines, ncludes forward-looking satements that nvolve risks and uncertaintis. As a result of many important actors, including those et
forth i the “Risk Factors” section oftis Annual Report on Form 10-K, our actual results could differ materillyfrom the rsults described in, o implied, by these forward-looking satements.

Overiew

We are a medical device company dedicate 0 slving musculoskeletal disorders of the sacropelvic anatom. Leveraging our knowledge of pelic anatomy and biomechanics, we have pioneered
proprietay minimally invasive surgical implantsystems to addres sacrolic jont dysfunction as well as ddress unmet linical needs n pelic fxation and managemet of pelvic ractres.

Our productsinclude a seies of patented ttanium implants and the instruments used t implant them. Since launching our irst generation iFuse in 2009, we have launched three new implants
product line, iFuse-3D in 2017, iFuse-TORQ in 2021 and iFuse Bedrock Granite in 2022, Within the United State, our iFuse, Fuse-3D and 1Fuse-TORQ have clearances for applications across.
Sacrolia jot dysfunction and fusion,adult deformity and degeneration, and pelvic trauma.

‘We marketour producs primarily with  dirct sale force as wellas  number of disributor n the UsS.,and with a combination of a direc sales force and distibutor i other countries. As of
December 31, 2022, more than 75,000 procecures have been performed by over 3,000 surgeons in the nited States and 38 other countiessince we introduced iFuse i 2009.

Impact of COVID-19 Pandemic

“The global COVID-19 pandemic presents sgnifican isks o us and has impacted, and coniiues o impact our business, operatons, and financial resuls and conditon, direcly and indirctly,
inclucing, without limitation, impacts on the health of our management and employees; our manufacturing, distibution, marketing and sales operations; our research and development aciviis,
including clinical acivtes; and customer and patient bebaviors

Access to many hospitals and other customer stes was impacted by prevalence of COVID-19, which negarvely impacts our abilty (o promote the use of our products with physicians,
‘Additionally, many hospitals and ambulatory surgery centers have in the past suspended and may susperd in the fuure, many electve procedures, esuling i a rduced volume of procedures using.
ur products. Our customer behavio s impacted by the prevalence of COVID-19 and changes n the infecion rates in the locaions where out customers reside. Quarantines, shlier-in-place, lective
procedure moratoria and similar government orders have also impacted, and may continue 1o mpact, our hird-party manufocturers and supplirs, and could in e adversely impact the avalabiliy or
cost of materals, which could disrupt our supply chaln. Periodic esurgence of the COVID- 19 pandenmic negatively impacted our revenues at various periods throughout 2021 and 2022 as evidenced
by case deferrals atributed to COVID-19,

Throughout the pandemic, we have taken  variety of seps 0 addeess the impact of the COVID-19, while attemping o minimize business cisruption. We are coniinuing 10 monitr the impact
of the COVID-19 pandemic on our employees and customers and on the marketsin which we operae, and willtake further actlons that are considered prudent to address the COVID-19 pandemic,
while ensuring that e can support our customers and continue to develop our products

Certain of our third-party suppliers have faced delays, product shortages and ising costs resuling from disruptions in the global supply chain, related 10 instruments and shop capsciy issues

impacting lead-time and quantities of implant available. As a result, we are contnuing 0 work closely with our manufacturing partners and supplers, as well as determining alterative sourcing
Sirategis 10 enable us 0 saurce key components and maintain appropiate nventory levels to meet customer demand.

We cannot currently predict with certinty the ful extent  which the COVID-19 pandemic sill impct demand for our products i the future, or the impact of the COVID-19 pandenic on our
supply chain o other aspects o our business. Accordingl, the COVID-19 pandemic could have a material adverse effct an our resuls of operations, fnancial conditon and capital resources,

The existence and furher duraton of the COVID-19 pandermic may als further exacerbate cerain risks as described in “lem 1A - Rsk Factors”

s
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Factors Affecting Results of Operations and Key Performance Indicators

We monitor certain key performance indicators that we believe provide us and our investors indications of condiions that may affect resuts of our operations. Our reverue growth ate and
commercial progress is impacted by, among other things, our key performance indicators, including our ability to expand access o solutions, increase surgeon penetration, launch new products,
‘address human capial eecs and gain operationl eficencies

Expand Access to Solutions

As we expand our porfolo, the experience, aliber, an strong clinician elatonships of our sales force will be crucial o rive adoption of our future products and procedures. Since our iniial
public offring in 2013, we have made significant investments in our commercial infrasiructure 0 build a valuable sales. team 10 expand the marke, dive surgeon engagement and deliver revenue
srowh,

‘While we will continue to slecavely expand our sles force, we are also focused on increasing our sales managers capacity and drive productivity by adding more clincal support specialiss
and implement hybrid models, ncluding selectively adding distrbutors for case coverage and consiga instument rays and implants at selecive sies o service

As of December 31, 2022, ou ULS. sals force consisted of 88 teritory sales managers and 73 clinical support specialiss directy employed by us and 105 hird-party distributors, compared 1o
85 temtory sales managers and 65 clinical support specialistsdirecly employed by us and 59 third-pary disrbutors a of December 31, 2021. As of December 31, 2022, ur intematonal sales force
consisted of 18 sales representatives directly employed by us and 30 third-part disributors, compared (o 20 sals representatives ditectly employed by us and 32 third-party distrbutors as of
Decermber 31, 2021,

With the steady increase inthe numbers of minimally invasiv procedures, incuding sacroiliac jint usion procedures, being performed at ASCs, we continue to actvely engage the ASCs fo
educate them on our clnical evidence, exclusive commercial payor coverage and focus on drivin improved education and pathways between pain physicians and surgeons. As of December 31,
2022, over 20 percent of procedures for sacroflia joint dysfuncion using our products were performed at ASC.

We have been making targeted investments n digital marketing infiatives 1o drive patent awareness, © empower and educate patients as they manage ther sacroliac joint dysfunciion and
associated pain. These markeing programs are targeted a patien in chronic, severe sacrilac Joint pain who have been in conservative care for an extended period of dme. We are focused on
onnecting patients with sureons i ther area who perform mirimally invasive SI-Joint procedures thraugh our Find-a-Doctor websice tool Through a vriety of channels,including search, social
and dlisplay, e have deployed a number of campaigas and are continually optizing to maximize patient aareness and (o connect paients with surgeans. Our data-riven approsch ensbls us to
Tocus our investment on the most cost.effective programs,
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Surgeon Engagement

Engaging and educating surgeons and other heslbcare professionals about the clinical merits and patien beneits of our solutions will be important (0 grow surgeon adoption. Our medical
afairs team works closly with our sles team t0 ncrease surgeon engagement and activation. Surgeon actviy includes both the number of surgeons performing our procedures as well s he number
f procedures performed per surgeon. I additon 1 training new surgeons, we have several iniitives tore-engage inactive surgeons,

‘We uilze a combination of hands-on cadaveric and dry-Iab taining, s well as SI-BONE Simolator - a portable,radiaton-fre, haptcs and computer-based simulator for taining purposes, and
optimize our programs to improve adopion rate,time t first case and ultimately surgeon productivity.

As of December 31, 2022 and 2021, n the U.S. more than 2,200 surgeons and 1,800 surgeons, respectively, have been trained on [Fuse and have trated at least one paient. Outside the US. as
of December 31, 2022 and 2021, more than 800 surgeons and 700 surgeons, espectivel, have bee trained on iFuse and have treated at least o patient. We will continue o pursue approximaely
5,300 target surgeons in the U.S.,as well a intemational surgeons (o train and retran in th furure. Since launching our academic raining program in August 2018, we have trained residents and
fellows n over 200 academmic programs inthe U, resuling i th taining of approximately 1200 surgical residents and fellows.

Expand Addressable Markets

Expanding our platform of sacropelvic solutions to address S oint dysfunction,pelvi fixation and pelvic trauma has been a key tenetof our srategy, and we have made substanial progress on
his mission. With iFuse-3D, iFuse-TORQ and iFuse Becrock Granit, we believe that the value of our innovative, versatile, and complementary product portolio provides surgeons with a
comprehensive setof alemnatves, and posiions us s the op choice for surgeans for sacropelvic solutons,

In June 2022, we complete envollment i SILVIA,  two-year prospectve interational muli cente randomized controlled tial of two diffrent methods fo pelvic fixaton in adult atients
undergoing long-construct spinal fusion. We anticpate the results fo the primary endpoint in 2024. In September 2022 we enolled the fistof the targete 120 patents in our SAFFRON study, a
prospectve randomized contrlled rial of surgery using our {Fuse-TORQ device vs. non-surgical management in patients with debilitaing sacral fraglity or nsuffciency fractures. We antcipate
resuls to e avallabl i lte 2024,

W continue o fnvest in R&D inatives o bring new and differentiated solutions 0 the marke that deliver on our vision of improving patient qualiy of lfe through differeniated solutions 10
target segments with  clar unmet clinical need. Robust clinical evidence is central to drive adopton and favorable eimbursement, and we remain [ocused on continuing to set the industy Standard
i delivering exidence-based care through bestin-class clinical tials that demonstate the efficacy, safety, and economic benefit of our solutons. In 2022, we spent $13.6 million on R&D, equating o
13% of our 2022 revenue,

Enhance Employee Experience and Engagement

Our abilty to ecru, develop and retain highly skilledtalent is  significant determinant of our success To facilitate talent atraction,retenion, and development, we stve to make SI-BONE
an inclusive, diverse, and safe workplace with opportunites for our employees 0 grow and develop in their carers, supported by stong compensation, benefits, and heaith and wellness programs, as
wellas by prorams that build connections between our employees and the communites in which thy live and work.

I addiion o ensuring workiorce diversity as well as fair and equitble pay 1o our employees, we remain focused on enhancing employee retention and Job satsfacton. To that effect, we have
created  feedback framework to monitor and respond o employee sentiment on an ongoing besis. Leveraging the nsights from this feedback, we ar focused on implementing strategies © enhance
productivty and increase employee empawerment (o dive quick decision making and prioritization actoss the organization. Additionally, we offer ongoing learning and leadership training.
opportunities that support growth and development. I 2022 we conducted  formal management training program and implemented anews career development program which includes a formalized
Irameswork that reflcts how an employee can advance thelr caree withn the company. Through our engagemen programs and voluntary and giving,actvies, we are also focused on builing.
‘connections between our employees, dhei families, and our communides 1 create a more meaningful and fulfiling workplace. We experlenced a decrease in voluntary employee attition during
2022, which we believe was a least i part o due t0 our actions to improve employee experience.

@
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In this Annual Report on Form 10-K, “we,” “our,” “us," “SI-BONE," and “the Company” refer to SI-BONE, Inc. and its consolidated subsidiaries, The SI-BONE logo and other trade names,
rademarks or service marks of Si-BONE are the property of S-BONE, Inc. This report contains references to our trademarks and t0 rademarks belonging to other entte. Trade nanes, rademaris
and service marks of other companies appearing in this report are the property of their respective holders. We do not intend our use or display of other companies trade names or trademars o
imply a rlationship with,or endorsement or sponsorship of us by, any other companies,

RISK FACTOR SUMMARY

Investing n our scurities involves @ high degree ofrisk. Below is  summary of material facors that make an Investment n our securitis speculative or risky. Importantly, this summary does not
address all ofthe risks that we face. Additonal discussion of the isks summarized in this isk factor summary, as well a other isksthat we face, can be found under the heading “ltem 1A. Risk
Factors" below:

‘We have incurred sigaificant operating losses since incepion, we expect o continue 0 incur operating losss i th fuure, and we may not be able (0 achieve o sustain future proftability;
Prolonged inflation and supply chain disrupions could result in delayed product launches, lost revene, igher costs and decreased profit margios;

Disruptons in the supply of the materals and components used in manufacturing our producs or the steriizaton of our poducts by third-party supplies could adversly affect our business,
financial conditon and resuls of operations;

11 hospitals, surgeons, and other healthcare providers re unable t0 obtin and maintain adequate or any coverage and reimbursement from hird-party payors for procedures performed using
our products, further adoption o our products may be delayed, an it s unlikely tha they will gan futher acceptance, and th prices pald for ur implants may decline;

If healthcare payors reverse decisions to cover minimaly invasive sacroflac joint fusion exclusively when performed with [Fuse and chaose to reimburse for procedures performed with
‘compeiive product, our market share could declne,adversely affecting our revenues;

Epidemic diseases, o the percepion of thei efects, may continue to adersely affect our business, fnancial condition, resultsof operatons, o cash lows;

‘We may not be able 1o convince physicians tha our products ae atractive alteratives 0 our competitors products and that ur procedures ae atracive ltematives 0 existing surgical and
non-surgical treatments for ther respective ndicatins;

Surgeons and payors may not find our clinical evidence to be compellng, which could limit our sales and revenue, and on-going and future research may prove our products to b less safe
and effectve than currently though;

Pricing pressure from our competitors, changes in third-party coverage and reimbursement, healhcare provider consolidatio, payor consolidation and the presence of “physician-owned
disributorships” may impact our abilty to sell our product at prices necessary t0 support our curent business srateges;

Practice rends or other factors, incluing the COVID-19 pandemic, have caused, and may continue to cause, procedures 1o shift from the hospital environment 10 ambulatoy surgical
centers, or ASCs, where pressure on the pricesof our productsis geneally more acute;

‘We operate in a very competitiv business environment and f we are unable (o compete successfully against our exsting or potental compeitors, our sales and operaing results may be
adversely affeced;

‘We ate highly dependent on revene from the sale of a single family of products focused on procedures, the goal of which s o stabilze and fuse the sacrailiac foint. Reliance on a single
family of products and single family of procedares could negatively affect our results of operatons and financial condition;

1 clinical experience with our (Fuse Bedrock technique or IFuse Bedrock Granite does ot resul in posicve outcomes for patents, ot if clinical wials involving the use of IPuse Bedrock
andor iFuse Bedrock Granie fail 10 show meaningful patent benefit, sales of our Fuse, IFuse-3D, iFuse-TORQ andlor IFuse Bedrock Granite implant could be adversely impacted;

1 e are unable to maintan our necwork of i

ct sles epresentatives and hird-pary distrbutors, we may notbe able 0
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Gain operational eficiency

To support our growing porfolio of soluons, we continue o evolve our busines processes (o dentify, measure and improve operational effciency. The information developed willallow s to
optimize processes,inrease sales forceproductivity and improve asset uilzation,

‘While we will continue to slecively expand our sles force, we are also focused on increasing our sales managers capaciy and drive productivity by adding more clincal support speciaiss
and implement hybrid moels, including selectively acling distibutors for case coverage and consign instrument trays and mplants a selective sites of service. Our average revenue per teritory
managor has increased 0 approximately $1.21 millon in FY202, from $1.06 million in FY2021.

We have made sgnificant investments i instrument ses used to perform surgeres. Our gosl i 10 deploy fnsrument et (0 the market where the demand exists t increase our asset m rate
over time and use capital more effecively:. Given the macro supply chain disruption, we are working closely with our supplirs 1 reduce lead time for our implant to ensure we can support our
expanding surgeon footprint and over time build the resilience in our supply chain to reduce our cash investment in inventory. Additionall, e are partnering with ou suppliers around design for
manuacturing, specifically for a newer products, 1o reduce the overal cos o the implant as we scale, reduce waste and rework. Lustly, we are integeting our demand planning and manufacturing
Systems, 0 ensure we leverage actual usage trends as we build surgical capacity 0 support our growh.

6
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Components of Results of Operations
Revenue

‘We generate most of our revenue from sales of iFuse tiangular tanium implants. Our revenue from sales of implants flucuate based on volume of cases (procedures performed), discouns,
mix of international and U.S. sles, different implantpricing and the number of implant used for a paricular patent. Similar to other orthopedic companies, our case volume can vary from quarte to
quarter due t0 a variety of factors ncluding reimbursement, sales force changes, physician activites, seasonality, and the impact of COVID-19. In additon, our revenue is impacted by changes in
average seling prce as we respond 1o the competiive landscape and price differences at different medica facilties, such s hospitals and ambulatory surgical centers, or ASCs, Furthr, revenue
resuls can diffr based upon the mix of business becween U.S. and iternational sales and mix of our products either elivered a the point of implanttion a the hosptalor other medical faciliis or
delivered through distributors or to hospitals where the products were ordered In advance of the procedure, Our revenue from international Sales is impacted by flucuations n foreign cureency
exchange rates between the U.S. dollar (our reporting curtency) and the local currency.

Our busines i affected by seasanal variations. For instance, we have hisorically experienced lower sals in the summer months and igher sales i the last quarte of the fisal e as paients
have more time in the winter months o have the procedure completed or want (0 tske advantage of their annual Insurance coverage limits. However, taken as a whole, seasonalit does not have a
material impact o our financial resuls

Starting March 2020, the impact of COVID-19 pandenmic on our revenue has varied by period and region based on various factor, including sage of containmen, resurgence of variants,
succes of regional vaccination campaigns, and associated government and hospital actions around elective procedures.

Cost of Goods Sold, Gross Profi, and Gross Margin

‘We uilize thisd-party manufacturers for production of our implants and instrument sets. Cost of goods sold consiss primarily of costs of the components of implants and instrumens,
nstrument et depreciation,foyaltie, scrap and inventory absalescence, as well a distrbution-selted expenses such a logltics and shipping coss. Our costof goods sold has historially ncreased
as case levels increase,

Our gross proit and gross margin are affectd by factors impacing revenue and cost of goods sold. I addition, our gross margins are typically higher on products we sel direcly as compared
o products we sell through third-pary disributors. As a resul, changes in the mix of diret vrsus disributor sals can diectly influence our gross margins,

Operating Expenses
Our operating expenses consis of sales and marketin, research and development, and general and administrative expenses. Personnel costs are the most sigificant component of operating

expenses and consist of salaies, sales commissions and other cash and stock-based compensation related expenses. We intend to make investments to execute our strategic plans and operational
nitatives. We antcipate cerain operating expenses wil continue t0 nctease o support aur growth.

Sales and Marketing Expenses

Sales and markeding expenses primarily conist of salares, stock-based compensation expense, and other compensation related cost, for persomnel employed in sales, marketing, medical
afair, reimbursemen and professional educaiion deparumens. n additon, our sles and marketing expenses include comissions and bonuses, generall based on a percentage of sals, as well as
certain commission guarantees paid o our senior sales management,diret eriory sales managers,clinical support specialists and third-party distrbutors,

Research and Development Expenses
Ou research and development expenses primarily consist of engineering, product development, clinical and regulatoy expenses (including clinical study expenses), consulling services, outside.

prototyping service, ouside research activites, maerial, depreciaton, and other costs associated with development of our product. Research and development expenses also Include relaed
personnel compensation and stock-based compensation expense. We expense research and development costs o they ae incurred-

&
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Research and development expenses for engineering projects fluctuate with project timing. Based upon our braader set f product development iniiatives and the siage of the underlying
project, we expect 0 continue 0 make investmens I research and development. As such, we anticipate tha research and development expenses will contnue (0 ncrease n the futre.

General and Adrminisirative Expenses

General and adminisiratve expenses primarily consist of salarie, stock-based compensation expense, and other costs for inance, accounting, legal, nsurance, compliance, and administative

Interest Income

Intrestincome is primarily related to our

westments of excess cash in money market funds and mirketable securiie.
Interest Expense

Interest expense s primarily related 0 borrowings, amortization of deb ssuance costs, and accretion of fina fees o the Solar and SV Term Loans. See “Liquidity and Captal Resouces -
“Term Loan” below for  description of these term loars.

Other Income (Expense), Net

Other income (expense),net consists primarily of netforlgn exchange gains and losses on foreign ransactions.

&
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Resuls of Operations

‘We manage and operate as one reportable segment, The table below summarizes our results of operations for the periods presented (percentages are smounts a5  percentage of revenue), which
we derived from the consolidated financial statements:

Year ended December 31,2022 Year ended December 31,2021
Amount % Amount [3
G thousands, except fo percentages)

Consolidated Statements of Operations Dat

Revenue s 106,409 0% § 90,152 100%
Costof goods sold 15,705 15% 10428 2%
Gross profit 50,704 5% 79724 8%
Operating expenses:
‘Sales and marketing 107,726, 101% 93884 104%
Rescarch and development 13627 3% 12441 14%
General and adminisratve 28,960 2% 25,069 5%
Total operating expenses 150313 141 % 13134 146%
Loss from operations (69,609 % GLET0) %
verest and other income (expense),net:
Interest income. 1,304 1% 186 —%
Interest expense @819 65 6365 %
Other income (expense),net 132) —% 7 =
Netloss 5 1256 8% § Go72) 0%

‘We derive the majority of our revene from sales 0 customers in the U.S. Revenue by geography is based on biling address of the customer. The table below summarizes our revenue by
seography:

Year ended December 31,2022 Year ended December 31,2021
Amount 3 Amount %
wwands except for percentage)
United States s 98751 @% $ 8279 2%
Inermational 7658 7% 7413 8%
5 106,409 % § 50,152 100%

‘Comparison of the years ended December 31, 2022 and 2021

‘Revenue, Cost of Goods Sold, Gross Profit and Gross Margin:

Year Ended December 31,
g 2021 5 Change
G thousands except for percentages)
Revenue s 106409 § 0152 S 16257 18%
Cost o goods sald 15705 10428 5277 s1%
Gross profit s 0704 § 74§ 10580 1%
Gross margin B% %

Revenue. The increase in revenue fo theyear ended Decerber 31, 2022 compared (0 the year ended December 31, 2021 comprised a $16.0 millon increasein our U.S. revenue and an increase:
1 $0.2 millon in our international revenue. The increase n revenue is due 0 the increase in domestic and interational Case volumes, driven by a seasaned and expanding sales force and growing
base af active surgeons. This increase was partally offset by lower average sellng prices,challenges in cerain nternatonal markets and impact of foreign exchange on our international revenue.
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(Gross Profit and Gross Margin. Gross profit ncreased S11.0 millon for the year ended December 31, 2022 compared o the year ended December 31, 2021 crven by higher revenue. Gross
margin was 85% for the year ended December 31, 2022 compared to 88% in theprir year, Gross margin decreased due to lower average seling prices difven by procedure and product mix,as well
as type of medical faciles ehere the procedures were performed. Gross margin als included the impact of higher costs of newly launched implants and the increase in cost (0 Support the growth of
the busines, ncluding increase in depreciaton from nstrumen trays for newly launched products.

Operating Expenses:
Vear Ended December 31,
F77) Y S Change % Change
i thousands, except for percentages)
Sales and marketing s 107726 $ o s 13842 5%
Research and development 13627 12441 1186 10%
General and administrative 28,960 25,069 3691 16%
Totl operatng expenses B 50313 § 131394 § 1919 14%

‘Sales and Marketing Expenses. The increase n sales and marketing expenses for the year ended December 31, 2022 as compared (0 the year ended December 31, 2021 was due (0 ncreases In
employee related costs, commissions and stock-based compensation of $11.0 million driven by ncreased headcount and higher revenues, and increased travel, marketing and other elated costs
restling in an increase of $3.1 milio, pariall offse by lower consuling fes of $0.3 million associated with more targeted surgeon prograrms

Research and Development Expenses. The increase i reseatch and development expenses fo the year ended December 31, 2022 as compared to the year ended December 31, 2021 was due 10
an increase of SL million in employee reated costs and stock-based compensation diven by increased headcount, partially offset by a decrease of S0.3 million in consling and research and
development activities relatd 1o thetiming o new procuct developmen.

General and Administrative Expenses. The increase in general and administzative expenses for the year ended December 31, 2022 as compared (0 the year ended December 31, 2021 was due (0
an increase of $3.8 millon in employee related costs and stock-based compensation driven by increased headcount, an increase of $0.3 millon in consuling primarily associated with Sarbanes-
Oxley compliance requiremens, and an increase of $0.2 milion for the allowance fo credit losss, partialy offset by a decrease of $0.4 million in insurance costs.

Inerest and Other Income (Expense), Net

ear Ended December 31,
2 P S Change % Change
@ housands, except o percentaes)
Inteestincome s 1304 s 1 s 118 601%
Inerestexpense @89 635 2506 7%
Otterincome (expense), et (132) 2 (09 s
Total ineret and ather ncome (expense), net B Qe § Goy § 555 6%

Interest Income. The increase in inerest income for he year ended December 31, 2022 as compared 10 the year ended December 31, 2021 was mainly due o higher intrest earned on our
investments in marketabl securities, primarly a a resul of higher nteest raes,

Interest Expense. The decrease i interest expense for the year ended December 31,2022 as compate 0 th e ended December 31, 2021 was primarily due (0 $0.7 millon of lower interest
associated with the SVB Term Loan in 2022 compared (0 the SVB Term Loan and Solar Term Loan in 2021, offset in part by the loss on extinguishment of the Solar Tem Loan of SL millon in
2001

Other Income (Expense), Net. Other income (expense), net changed from income 10 expense for the year ended December 31, 202 as compared t the year ended December 31, 2021 due to
foreign currency fluctuations.
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Liquidity and Capital Resources

As of December 31, 2022, we had cash and markeable securitis of $97.3 millon compared to $147.0 million a of December 31, 2021, We have financed our operations primaily through our
public offrings and debt fnancing arrangements. As of Deceamber 31, 202 and 2021 we had $35.2 millon and $35.0 million outsanding dobe, repectively.

As of December 31, 2022, we had an accumulted deficit o $357.1 milion. During the years ended December 31, 2022 and 2021, we incurred a netloss of §61.3 millon and $56.6 milion,
respectivly, and expect o incur additonal osses in the future. We have ot achieved positive cash flow from operations o dat.

Based upon our current operating plan, we belleve that our existng cash and marketabl securiies will enable s to fund our operaring expenses and caplta expenditut requirements over he
Dext 12 months and beyond. However,the impactof fuure pandemics or economic downturn, and our responses thereto (including such actons we have taken or may take in the future as disclosed
elsewhere i this Repor) poserisks and uncertaintiesin our future avalable capital resources. Further, we may face challenges and uncertainties and, a a result, may neee o aise aitonal capital
a5 our avalable capita resources may be consumed more rapidly than currely expected due o, but ot limite 0, the following as a esult of the COVID-19 pandemic or otherwise: (3) decreases i
sales of our products and the uncertainty of future revenues from new products; (b) changes we may make (o the busines (hat affect ongoing operating expenses; (¢) changes we may make in our
busines sirategy; (d) regulatory developmentsaffecting our exising product; () changes we may make in our reseatch and development spending plans; an (1) othr iems afecting our forecasted
el of expenditures and use of cash resources

Term Loan

On May 29, 2020, we entered into a term loan with Solar Capital Partners (“Solar”) Pursuant 0 the Loan and Security Agreement, Sola provided an aggregate principal amount of $40.0
million term loan (the *Solar Term Lan”). We paid in fulland terminated the Solar Term Loan in August 2021

“The outstanding debt as of December 31, 2022 i related 1 a term loan entered 1o by us with Slicon Valley Bak (“SVB"). Pursuant (0 the Loan and Security Ageemen (“Loan Agreement”)
dated August 12, 2021 (the “Effective Date”), SV provided an aggregate principal amountof $35.0 milion 0 us (the “SVB Term Loan”). We used the proceeds of the SVB Term Loan 10 repay in
full and terminate the Solar Term Loan, which was accounted fo as debt extnguishment in accordance with the accounting standards. We recognized the unamortized debi issuance costs and
unacereted value of final fee of $1.3 millon and the prepayment penaly and lender fees of $0.5 milion relaed to Solar Term Loan as a loss on dobt extinguishmen. The coss and fees are refleced
as interest expense in the consoldated satement of operations for the year ended December 31, 2021. The tota debt issuance costs of $0.1 million associated with the SVB Term Loan were recorded
i the consalidated balance sheet a a direct eduction from the carring amaunt of the oan, and are amrtized as a component of nterst expense using sraight-ine metho over th life of the term
Toan.

“The SVB Term Loan matures (the “Maturity Date”) on either (2) August 1, 2025 or (b) August 1, 2026 dependent on our achievemen of a certain financial performance milestone as of
December 31, 2022, as se forth n the Loan Agreement. As of December 31, 2022, we achieved the performance milstone, therefore the Maturity Date was extended to August 1, 2026. We
accounted for tis change in Maturity Date as a debt modification, and accordingly. the unamortzed discount and debt ssuance costs associated with the SVB Term Loan are being amortized to
interet expenso using staigh-line method over theremaining term o the oan theough August 1, 2026, Inerest on the SV Term Loan wil be payable manthly at an annual rate et at the greater of
(@) 5.75% and (b) prime rate as published in the Wall Street Jounal plus 2.5%. Commencing on September 1, 2023, we will e required (0 make montbly principal amortization payments. We may
elect 1 prepay the SV Term Loan prior o the Maturity Date subject 10 a prepayment fee equal {0 1% If the prepayment occurs prior 0 the second anniversay of the Effective Date and 0% if the
prepayment accurs on or at any time ater the second anniversary o the Effective Date. The SVE Term Loan is secured by substantally all our assers other than our ntelectua property. We are also.
obligated 0 pay a final payment equal o $0.7 million o 2% of the aggregate principal amoun of the SV Term Loan, which was fully eared by SVB on the effectve date o the Loan Ageement.
‘With respect 0 the SV Term Loan, this fnal payment shal be e and payabe on the earliest o () the maturity date, ) the ful repayment o the oan, i) permitted prepayment and mandatory.
prepayment upon an acceleration as specifed in the agreement or (iv)the termination of the agreement. The final payment was included within the long-term borrowings and is accreted 10 interst.
expense using straight-line method over the lfe of the erm loan.

“The Loan Agreement includes affirmaive and negative covenants applicable 0 us and cerain of our foreign subsidiries. The affirmative covenants include, among others, covenants
requirng s to malntain our legal existence and governmental compliance, deliver cortain fnancial reports, and maintin Insurance covecage. The negative covenants include, amon tbers,
rstrctions regarding transfering collatera, pledging our ntellecual property t other parie, engaging in mergers o acquisiions, paying dividends or making other distributions, ncurring
indebiedness, tansacting with fflate, and enering ino certain investment, in each case subject 0 certai excepiions. As of December 31, 2022, we were in compliance with all debt covenants

&
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In January 2023, our outstanding amount under the SVE Term Loan was refinanced on a ong-ter basis and is accordingly classified s term note, noncurrent a of Decermber 31, 202. See
Note 15 In the accompanying Notes to Consolidted Financial Statemens i liem 8 of this Form 10-K fo a discussion of our full epayment and termination of the SVB Term Loan and énty into a
e term loan and revolving cecit faclty.

Cash Requirements

Our material cash equirementsinclude various contractual and other oblgations consising of ong:term debt oblgations with SV, operatng lease obligations and purchase obligations with
some of ou suppliers. Expected timing of those payments are as follows:

Payments Due By Period

Towal s than 1 vear T vears &5 years More than 5 years
i dhousands)

Principal bligarions and final fee o long-term dobi 1) s /70§ agel s naU s 7505 s =

Interest obligations (21 7541 3456 3847 28 —

Operating leases obligations 4645 155 2517 ) =

Purchase abligations 21 21 = =

Toal g w07 § 1073 3 H68 § 871§ —

(1) Reprseorshepncpl olgaions an el et e of o SV Term L,
() Repres he R ners obgatons i ur SV e Lo it s st e of 1005 s of D 31, 2022

“This compared 0 $48.4 milion of contractoal obligtions as of December 31, 2021,
Cash Flows
“The following table ses forththe primary sources and usesof cash for each of the periods presented below:

‘Vear Ended December 31,
2 2001 5 Change
i thousands, except fo percentages)

Net cash provided by (used in):

Operaing acivities s (1655 8 (953) s @122)
Investng activites @815 51,580 (54395
Financing activiies 2197 any 3908
Effects of exchange ratechanges on cash and cash equivalents (@29) (199) &
Net increase in cash and cash equivalents s @0 § 988 § (=)

&
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Cash Used in Operating Actvities

Net cash use in operating actviie fo the year ended Decermber 31, 2022 of $41.7 millon resuled from cash outflows due 0 net loss of $61.3 millon, adjuste for 527.2 millon of non-cash
tems and cash ouflows rom changes in operating assets and labilie of $7.6 million. Net cash used in operaion activiies fo the year ended Decerber 31, 2021 of $39.5 million resulted from cash
outflows due to net oss of $56.6 millon, adjused for $22.8 million of non-cash tems and cash outflows from changes in operatng assets an Habiltes of $5.7 million. Th increase in et oss, net
of non-cash tems for the year ended December 31, 2022 compared to the year ended December 31, 2021 was malnly due (@ the higher operating expenses from the growth o the business. Net ash
utflows from changes in operating assets and labilies for year ended Decerber 31, 2022 were primarily due o higher inventory build-up reated o our iFuse-TORQ and iFuse Bedrock Granite
implants and higher accounts receivable e 1o timing,of colletions and the increase in revenue in the fourth quarter of 2022, offset in part by a dectease i prepaid expenses due to timing of
payments for software subscriptions and lower prepaid annual nsurance premiums, an increase i account payable due (0 ihe timing of vendor payments, and an Increase i accroed labliis and
other due to timing of other thid-party payments and higher compensation and benelis accruals. Nt cash outflows from changes in operaing assets and liabiltes for the year ended December 31,
2021 were primarily due o higher inventory build-up relaed to our Fuse-TORQ implants and timing of accountsreceivable collections due 0 the increase i revenue i the fourth quarter of 2021, an
increase in prepaid expenses due to higher prepaid insurance related to annual insurance premiums, and a decrease in accounts payable du 0 the iming of vendor payments, pataly offset by an
increase in accrued lablities and other due o timing o other thirc-party payments and higher compensation and benefis accrals

Cash (Used n) Provided by Investing Activities

Net cash used in nvesting actviis i the year ended December 31, 2022 was 2.8 million compared to et cash provided by investing acdviies of §51.6 millon i the year ended December
31,2021, Net cash used in investing actvitiesfor the year ended December 31, 2022 consisted of putchases of property and equipment of $9.5 million elated (0 individual components in instrument
sels 10 supportincreased case volumes,increased demand fo 1Fuse-TORQ and the launch of iFuse Bedrock Granite, a5 wll a capialzed coss elated 10 the leas in Santa Clara, partially offset by
maturites of our marketable securites, nec of purchases of $6.7 milion. Net cash provided by investing actvities [or the year ended December 31, 2021 consisted of maturities of our marketable
securiies, net of purchases of §58.0 millon, partaly offset by purchases of property and equipment of $6.4 million for individual components in nstrument ses, primaily for the aunch of IFuse-
TORQ and capitelized coss relted t th lease in Santa Clara

Cash Provided by (Used I) Financing Activities
Cash provided by financing, activtes in the year ended December 31, 2022 was $2.2 million relaed to proceeds from the issuance of common stock under our stock-based ncenive.

‘compensation plans. Cash s in fnancing actvies for the year ended December 31, 2021 was $1.7 million and includes the paydown of our debi by $5.0 million and $1.6 million o other
payments associated with efinancing of our deb, partaly offset by proceeds from the fsuance of common stock under our stock-based incentve compensation plans of $4.9 millon.

&
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Critical Accounting Policis, Sigrificant Judgments, and Use of Estimates

“This discussion and analysis of ur fnanclal condition and resuls of operations is based on our consolidated financil statemens, which have been prepared in accordance with generally
accepted accounting principles in the United States of America (“U.S. GAAP”). The preparation o these consolidated financial statements requirs us 0 make estimates and assumptions that afect
the eported amounts of assets and lsbilities and the disclosure o coningent assets and Hibiltesat the e of the consolidated financial statemens, as well as the reported revenue generated, and
expenses incurred during the reporting periods. We base our estimates on our historical experience, current market conditons and on various other factors that we believe are reasonable under the
circumstances, the resuls of which form the bisis for making judgments about the carrying value of asets and labiliies tha are no readily apparent from other sources. Actual results may differ
from these estimates. We beleve that the accountng policy discussed below s critcal o understanding our historical and future performance, as It relate 10 the more sigaificant area involving
management’ judgments. For more comprehensive discussion of our significan accounting policies, refer o “Note 2 - Summary of Sigaificant Account Policies” i the accompanying Notes to
Consolidatd Financial tatements in ltem & o this Form 10-K.

Revenue Recognition

W derive our revenue from the sale of our products 0 medical groups and hospitals through our direct sales force and disributors throughout the U.S. and Europe. In accordance with ASC
606, we recognize revenue when contrl i transferrd 1o the customer, in an amount tha refect the consideration we expect o be entild o in exchange for the goods o services, To recogize
revenue, we apply the following five step approach: (1) identify the contractwith a customer, (2) idenify the performance obligarions in the contact, (3) determine the transacion price, (4) allocate
the wransacton price tothe performance obligations in te contract, and (3) recogaize revenue when  performance obligaton s saused.

As it relats to majority of our revenu consisting of product sales where our sales representative delvers the product at the point of implantation a hospital or medica failies, we recognize
the revenue upon completion o the procedure and authorization by the customer, netof rebate and price discounts. We also generate a smal portion of our evenue from sale of products through
distabutors and hospital or medical facltes where the product s ordered in advance of a procedure. The performance obligaton is the delvery of the product and therefore, we recognize revenue
‘upon shipment to the customers, et of rebates and pric discounts. We account for rebates and price discounts as reduction (0 revenue, calculated based on the terms agreed to with the customer.
Historcally,there had been no sgnificantprice discouns, Saes prices ae specifed i ether customer contrat,agseed pric s, or purchase order, which is executed prior o the wansfer of control (0
the customer. For certain hospitals and medical faciltes, we have agreements i place conssting of either 3 masier services agreement or an approved prie list, which defines the terms and
conditons of the arrangement,including the pricing informaion, payment terms and pertinent aspects of the relaionship between the partics. We also have agreements n place with it distributors,
which include standard terms that do not allow for payment contingent on resle of the product, obtaining financing, or other terms that could impact the istrbutor’s payment obligation. Our
standard payment terms are generally net 30 (o 90 days, We consider sales commissions and relted expenses as incremental and recoverable costs of acquiing customer contracts. Our sales
commissions paid 1o our sales ropresenatives commensurate for each surgery pesformed. The perlod of beneft is concurrent when we recognize our revenue, as such, we also recognize sales
commission as expense when incurred,

Stock-Based Compensation

We grant esticted stock unit awards subject 10 market and service vesting conditions (o cetain execuive officers. This type of grant consiss o the right 0 receive shares of common stock,
subject t0 achievement of time-based criteria and certain marke.related performance goals over a specifid period, as established by the Compensation Commitie o the Company's Board of
Directors. The fai value of our market-reated performance awsds is estmated using 3 Monte-Carlo simulation, which incorporates the probabilty of the achievement of the market-elated
performance goals at the date of grant. 1f such performance goals are not ulimately met, the expense i not reversed. Stock-based compensation expense s recognized ratably over the requiite
service period.

Seasanality
‘Our business i afected by seasonal variations. For instance, we have histricaly experienced lower sales i the summer months and higher saes in th last quarter of th fscal year, However,

taken as.a whole,seasonality does not have a material impact on our financialresuls,

Recent Accounting Pronouncements

e Note 2 of Notes t0 Consolidated Financial Sttements for elated discussions on recently adopted accounting standards and updates on recently issued accounting standards ot et
effective, which informarion i incorporated by rference here.
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Item 7A. Quantitative and Quaitative Disclosures about Market Risk

s a"small reportng company”, we ae not required toprovide the nformation otherwvise required by this .

n
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“anticpate,” “could,”

sencrte amicpaed sales:
Ourbusines could sfferf e o hesrvies o ke members o ourseior managemen,key advisors o personel;

s ofourprodicts resals i adverse events, his may rquie the 0 be taken of he marke, el thnt incluce sfey wamingsor atherwise It ther sl
Various acors outside ou direct controlmay adversely affct manufacuring, sterilization,and disrbtionofourproductss

‘We are dependent on  limited number of hird-pary suppliers, some of them single-source and some of them i single locations,for mst of our products and companents, an the loss of
any of these suppliers, o their inabiliy o provide us with an adequate supply of materals in a timely and cost-elfective manner, could materally adversely affect our business;

‘We, our suppliers, and our hird-party manufactures are subject 0 extensive governmental regulation both in the U.S. and abroad, and falure o comply with applicable requirements could
cause our business (o suffer;

‘We and our sals representatives must comply with U.S. federal and sate fraud and abuse aws,including those elating 0 healthcare provider Kcbacks and alse claims for eimbursemen,
and oher applicable federal and stae healthcare aws, as well as equivalent foreign laws, and failure to comply could negaively afect our usiness; and

1fwe or our lcensors fail t adecuately protect or enforce our ntellectual property rights or securerighs to patenis of othrs,the value of our intellectual property ights would diminish and
ourability o successfully commercialize our roducts may be impaired.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

“This Annual Report on Form 10-K contains forward-looking statements. I some cases, you can idenify forwarc-ooking statements by terms such as
ntend,” “targe,”“project,” “contemplae,”“believe,”“ctimate” “pedict,” “potential” or “cominue” of the negatve of thes terms o oer similar expression, allsough not

al forward-looking satements contain thse identifying words. These forward-looking statements speak only a5 of the date ofthis Amnual Report on Form 10-K and are subjec t0  number ofrsks,

taintes and assumptions, including those described under the sections in this Annual Report an Form 10K entied “Risk Factors” and “Management's Discussion and Analysis of Financlal

Conditon and Resultsof Operatons.” These forward-looking satements include, but are not limited t, statements about the fllowing:

the impact the COVID-19 pandemic and governmental actions taken to combat the COVID-19 pandemic will have on u, including our operatons, financial resuls, liguidity and capital
resources, he abilit and desire of atients and physicians o undergo an perform such procedures, the duration and any potential resurgence of the COVID-19 pandemic, and whether he
COVID-19 pandemic will recur inthe future;

the impact the COVID-19 pandemic has on the glabal suply chain and our third-pary manufacturers and supplies, which could adversely impct the availabiliy or ost of materal, which
‘could disrupt our supply chain related t implants and nstruments

our abilly 1o mainain a healthy workfore n lightofthe ongoing COVID-19 pandenic
our expectation that  ignificant prton ofour revenues il be derived from salesofthe iFuse mplan System, or Fuse;

our ability t develop and commercialize addional revnue opportantes, Including new indicatons for use and new devices;
ur abilly 1 recain and grow oursalesteam based on the demand for ou products;

our abilly 1 dendty, ran,and e surgeons o perform procedures using ou products:

our abily 1o cbtain and maintin avorsble coverage an reimbursement determinations from hied-party payors;

our estimats of our marketopportuity;

our expectatons regarin the scope of protection from intellectualproperty rights covering our prodiucts

3
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Item 8. Financial Statements and Supplementary Data

SLBONE, INC.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
Report of Independent Registered Public Accounting Eim (PCAOB 1D 236)

Consolidated Balance Sheets
‘Consolidated Statemens of Operations and Comprehiensive Loss
‘Consolidated Statements of Changes in Stockholder Equity
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholdersof §

BONE, Inc

Opinion on the Financial Sttements

‘We have audited the accompanying consolidated balance sheets of SI-BONE, In. an it subsidiries (the “Company”) a of December 31, 202 and 2021, and the related consolidated satements of
perations and comprehensive los, of changes in socklolders’ equity and of cash flows for the years then ended, ncluding the rlated notes (collectively referted o as the “consolidated financial
Statements”). I our opinion, he consolidated financial tatements present fairly, in all materal respects, the financia positon of the Company as of December 31, 2022 and 2021, and the results of
s operations and it cash flows fo the years then ended n conformity with accouning principles generally accepted i the United Stats of America

Basisfor Opinion

‘These consolidted financial statements are th responsibilty of the Company’s management. Our responsibiliy s o express an opinion on the Company’s consolidated financalsttements based on
our audits, We e a public accounting fim registred with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required 10 be independent with respect 1 the
Company in accordance with the U.. federal securities laws and the applicabl rles and regalaions of the Securites and Exchange Commission and the PCAOB.

‘We conducted our audis of these consolidated financial satements in accordance with th siandards of the PCAOB. Those standards require that e plan and perform the audits to obtain reasonable
assurance about whether the cansoldated financial tatements are ree of material misstatement, whether due to etor or raud. The Company is notrequire o have, nor were we engaged o perform,
an audit of is intermal contrl over financialreportng. As partof our aucits we are required t obtain an understanding,of internal control ver financial eporting but nat or the purpose o expressing.
an opinion on the effectveness of the Company'sintemal contrl over financial eportng, Accordingly, e express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the consolidate financial satements, whether due 0 eror orfraud, and performing procedures hat tespond
o those rsks. Such procedures ncluded examining, on a et basis, evidence regarding (e amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the
‘accounting principes used and sigaificant estimates made by management, a5 well as evaluating the overal presentation of the consolidated financlal siatements. We believe that our audis provide a
reasonable basis for our opinion.

Critical Audit Matters

“The crtcal audit mater communicated below is a matte arsng from the curtent period audit of the consolidted inancial satements that was communicated or required to be communicated o the
audit committee an that () elates 0 accounts or disclosures that are materal t0 the consoldated fnancial statements and (i) involved our especially challenging, subjective, or complex judgmens.
“The communication of critcal audit matters does not altr in any way ous opinion on the consolidated financial statements, taken as a whale, and we are not, by communicating the citcal audi
matter below, providing a separate opinion on the criical audit matter o on the accounts o disclosures to which it relates,

Revenie Recognition — ULS. Implantation Product Sales

As described in Note 2 to the consolidated financial sttements, product ales where the Company’s sales representative delivers the product at the point of implantarion at the hospital or medical
faciltes represent the majorty of the Company's consoldated revenue, The Company’s consolidate revenue was $106.4 mllion for the year ended December 31, 2022, of which, S98,3 million is
related 0 the U.S. Management recognizes the revenue from these sales upon completon of the procedure and authorizaton by the customer, netof rebates and price discounts. This represents he.
majority of the Company's consolidaed revene,

“The principal consideraton for our determination that performing procedures relating o revenue recogniton, U.S. mplantation product sales is a critcal audit mater 15 the high degree of auditor
effortin performing proceduresrelated t the Company's revenue recogniton,

Addresing the mater involved performing procedures and evaluaing audit evidence in connection with forming our overall opinion on the consolidated financial tatements. These procedures
included, among others, () evaluting revenue transaction by testng the issuance and setlement of invoices and credit memos, (i) tacing transactions no setled o a detailed listing of accounts
receivable, (i) confiming a sample of outstanding customer invoice balances at year end and obiaining and inspecting source documents, including invoices, sales contracts, and proof of
implantaton for unpaid involces, and obtaining subsequent cash recelpt for paid involces, where applicable, for confimations na returued, and (i) testing the completeness and accuracy of data
provided by managemen.

n
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IsPricewaterhouseCaopers LLP.
San Jose,California
March2,2023

‘We have served as the Company's auditor since 2013,

n
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SLBONE, INC.
CONSOLIDATED. (CE SHEETS
(In thousands, except share and per share amounts)
December 31,2022 December 31,2021

CURRENT ASSETS

8
g

Shortterm investments 76573

I 17282

Total current assets 57,611 175,866

Operatng lease ightof-use asets 4002 5248

TOTAL ASSETS 5 157552 3 190506

"LIABILITIES AND STOCKHOLDERS® EQUITY

Accounts i‘m s 6279 § 3,198
Tease liabilies, current potion 1388 1,339
term bortowings %71 34973
Other long-term labilies El 57
Commiwens and contngencies (Note §)
|
referred sock, $0.0001 par value; 5,000,000 shares auhorized; no shares issued and oustandin
Additonal pacin capital 45172 20914

Accumulated defcic 7,105) (295,849)

l

‘TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

157552 5 190,506

“The accompanying notes are an integral part ofthese consolidated financial satemens.
u





image151.png




image152.jpeg
SLBONE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(In thousands, except share and per share amounts)
‘ear Ended Decermber 31,

Cost of goods sold 15705 10428

ating

l

Research and ent 13627 12441
“Total operaiing expenses 150313 131,394

Inerestand other income (expense) et

l|

Interest expense @819)

z

(61.256) (56572

|

Uniealized loss of marketable securiies 3) a1

I

Comprehensive loss ©L370) § Go74)

l

‘Netloss per share,basic and dilured

M s an

‘Weighted-average number of common shares used to compute basic and diluted net loss per share. 34201824 14593

“The accompanying notes ae an ntegral partof these consolidated financialsatemens.
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SI-BONE, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(In thousands, except share amounts)

Common Stock Conprebeaie  Accumiied  Stockbaers”
S Amowt e e iy
Balances as of December 31, 2020 32,583,220 5. 3s 408,113 § 524 5 (239277) § 169,363,
Issnce of common stock o execise ofstock cptiors, e ofshares itbeld 369,375 = 2565 = = 2565
Issuance of common stock relted o employe sock purchse plan 197295 = 2 = = 23
Jssuance of common stock upon vesing of restricted stockuns s7a195 — = = = —
‘Stock-based compensation = — 16,866 — — 16,866
Vesing of ealyexecised siockopions = = v = = 7
Foreign curency translation =: = == (a1 = (a1
Net unrealized loss an marketable securities — — — (€] — @1
Netloss = = = =: (56,572) (56,572)
Balances as of December 31, 2021 Tt T [T Ty
1ssuance of common stock upon exercise of siock optons, et of shaes withhld w0571 = 579 = = 579
Issunce of comm sock elate 1o employeestck purchese plan 170717 = 1818 = = 118
Issuance of common stockupon vestingof resrictedsock units 805204 = = = = =
Stock based compenstion = = 2000 = = 2001
Foreign currency translation - — - 65) - (55)
Net unrealized loss on marketable securities — == = (65) = (65)
Netloss — — — —_ ee 6w
Bolancesasof December 3, 2022 57T § 55 @y T S Goin 5o

“The accompanying notes are an integral part of these consolidated fnancial satements,
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SIBONE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS.
(In thousands)
Yeur nded December 31,

|
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“The accompanying notes are an el partof theseconsolicaed inancial satements.
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SI-BONE, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. The Company and Nature of Business.

SI-BONE, Inc (the “Company”) was incorparated inthe stateof Delaware an March 18, 2008 and i headquartered in Santa Clars, Californa. The Company is a medical device company that
has pioneered a propricary minimally invasive surgcal implant system to fus the sacroiliac joint for tretmen of musculoskeletal disorders of the sacropelvic anatomy. The Company introduced s
fist generaion iFuse implant in 2009 in the U.S., in 2010 n certain countries in the European Urion, and in 2015 in cerain couniics n the rest of the world. The second generation iFuse implant,
iFuse 3-D, was inroduced in 2017 followed by iFuse-TORQ in 2021 and iFuse Bedrock Granite in 2022,

Risks and Uncerainties

“The Company is subject to contnuing risk and uncertinties a5  result of the COVID-19 pandermic, an i closely monitoring the impact of the pandemic on all aspects of is business,
including the impacts on it customers, patents that would benefit from procedures involving the Company's products, employees, supplies, vendors, business partners and disribution channels.
Economies workdwide continue 0 be negatively impacted by the COVID-19 pandeic,in paticular with recurrent mutations of the virus, despte advances i vaccines, and the Company anicipates
these disruptions ill continue, Certain of the Company’s thid-party suppliers v faced delays, product shortages and rising cost resulfin from disruptions in th global supply chain, resuling in
shop capacityissues impactin lead-times and quanites of implants and instruments availabl. As a rsul, the Company i continuing to work closly wit its manufactuing parners and suppliers,
a5 well a determining altemative sourcin sirategies o enable the Company 10 source key companents and maintain appropriat inventory levels o meet customer demand. As such the Company's
Tuture resuls of operarions and iquilty could be adversely impacted by a variety of facors related to the COVID-19 pandemic, including those discussed in the section entited "Risk Factars” in his
report. As of the date of ssuance of these consolidated financial satements, the extent 10 which the COVID-19 pandemic and global supply chain issues may materially impact the Company's
nancial condition, iquidey, o resuts of operations remains uncertan.

2 Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consoidation

‘The accompanying consolidated financial statemens have been prepared in accordance with geneally accepted accounting princples i the United States of America (“U.S. GAAP"). The
‘consolidted financial satements include the Company's accounts,as well 25 those of the Company's wholly-owned inemational subsidiaries. Al nte-company accounts and transactons have been
eliminated,

Use of Estimates

“The prepartion of financial statements i conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and lbiltes and
disclosure of contingent assts and labilitis a of the date of the financil tatements and the reparted amounts of revenue and expenses during the reporting perod. Significant accouning estimtes
and management judgments reflcted in the consolidated financal statements primarly includes the fair value of performance-based resticted stock unit awards, Estmates are based on histrical
experience, where applicable and other assumptions beleved 10 b reasonable by the management. Actua results coulddifer from those estimates.

‘Segments

The Company's cief operating decision makers are the Chief Executive Officer (“CEO") and Chief Financial Officer (“CFO"). The CEO and the CFO review financal nformation presented
on a consalidated basis, accompanied by information about revenue by geographic egion, for purposes of evaluating financial performance. The Company has on business activity and there ae no
segment managers who are held accountable for operaions, operating results or plans for levels or components below the consolidated unt level. Accordingly,the Company has determined that it has
asingle reponable and operating segment srucure
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“The Company derives subsantially all o s revenue from sales (o customers n the U.S. Revene by geograph s based on biling address of the customer Iternational revene accounted for
less than 10% ofthe toral revenue during the periods presented. Long-ived assets held outside the U.S. re immateral Following able summarizes the Company’s evenue by geogaphy:

Year Ended December 33

United States
Interntional

Foreign Currency.

The Company's foreign subsidiaries use local currency as their functonal currency. Asses and labilies are translated at exchange rates prevailing at the balance sheet dates, Revenue, costs
and expenses are translated into U.S. dollars using average exchange rates for the period. Gains and losses from foreign currency transation are recorded as a component of accumulaed other
‘comprehensive income (loss). Gains and losss from forelgn currency transactions are recognized 4 a component of oher Income (expense), net.

‘Concentration of Credic Risk

Financial insiruments that potentially subject the Company 1o a concentraion of credit risk consist of cash and marketable securiis. The Company’s cash and marketable securities are
deposiced with financial insiutions in the U.S. and in Eurape. The majoriy of the Company’s cash and marketable securities are deposited with a single financial insiution in the U.S. Deposits in
his nsitution exceed the amoun of insurance provided on such deposis. The Company has not experinced any net lsses on ts deposits of cash and marketable securites.

“The Company’s revenue and accounts receivable are spread actoss a large number of customers, primarily in th U.S., and no customer accounts for more than 10% of ot revenue or gross
accounts eceivable inany period presented.

Fair Value of Financial Instruments
‘Carrying amounts of certain of the Company’s financial instruments, inclucing cash eqivalents, accouns receivable, accounts payable, and accrued labilies, approximate fai value due to
thir elatively short matuites and market interet ate, f applicable. The Company's marketable securitis are classified a5 Level 1 or Level 2 of the fai value hierarchy as defined below. The

carrying value o the Company's long-term debt also approximates fair value based on management's estimation that  current iteret rate would not differ materially from the stated rte.

“The Company discloses and recogaizes th far value of its assets and Habiltes using a hierarchy that pricrtizes the inputs o valuation techniques used o measure fai value. Fair value is an
exitprice, representng the amount that would be received 10 sel an asst or paid (o transfer  labiliy in an orderly transaction between market participants. As such, far value s a market-based
measurement that should be determined based on assumpions that marke patcipants would use in pricing an asset or liability As a basis for considerin such assumptions, a thre-tier value
hierarchy has been established, which prioritizes theinputs used in measuring far value as follows:

Level 1: Quoted prics (unadjusted) in actve market tht are accessible at measurement date for assets or labiliies. The fir value hirarchy gives the highest prioriy o Level 1 inpus.
Level 2: Observable pries tht e based on nputs not quoted on active markets, but corroborated by market data.
Level 3 Unabservable inputs are usee when lte or no marketdata is available, The fir value hierarchygivs the lowes» priorty o Level 3 inputs.

Assets and lsbiltes measured at far value are classified in thir entirety based onthe lowestlevel of inpu tht s signifcant 10 the fir value measurement. The Company's assessment of the
sigificance of aparticular input (0 the far value measurement i it entirety requires management o make udgments an considers factors specific (o the aset or iabily.

‘Gash and Cash Equivalents

“The Company considersal highly liquid investments with remaining maturities at the dateof purchase of three months or less to be cash equivalents,
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Marketable Securites

“The Company's marketable securiies primarily consist of investments in money market funds, U.S.treasury securitis, U.S. agency bonds, corporate bonds and commercial paper. All of the
Company's marketable securiies re avallable-for-sale debt securites and are clssifed based o thelr maturites. Marketable securiies with remaining maturites at the dat of purchase of thee
months or less are classified as cash equivalents. Shor term investmens are securtes that oiginalor remaining maturity is reate than three months and not more than twelve months. Long:term
investments are securities tha original or remaining maturity is more than twelve months. Al marketable securitis are recorded at their esimated fair value. When the fair value of asecuriy is
below its amortized cost,the amortized cost will be reduced 0 it faie value if it s mre likely than not that the Company il be required tosel the potentially impaired security before recovery of
s amortized cost basis, o the Company has the inention (o sell the securiy. IF neither of these conditions are met, the Company determies whether the impairment s due o credit losses by
‘comparing the present valueof the expected cash flows of the securit with its amortized costbasi. The amount of impairment recognized is limite o the excess of the amortzed cos over the fir
value of the securit. An allowance fo credit losses for the excess of amortized cost over the expected cash flows is recorded in other income, net i the consolidate satemens of operatons,
Impairment losses that re not credit-rlated are inluded in accumulated other comprehensive income (1ss)in stockholders” equity:

Accounts Receivable and Allowance for Credit Losses

“Trade accouns receivable are recorded at the invoiced amount, et of allowances for credit losss for any potential uncollectble amounts. The allowance for credi losss is based on our
assessment of th collectabilty of accounts. Managemen regularly reviews the adequacy of the alawance for credit losses on a collective basi by considering the age of each outstanding invoice,
each customer's expected abiliy to pay and collection history, current market conditons, and reasanable and supportable forecasts of future economic conditions to determine whether the allowance
s appropriate, Accounts receivable are writen-off and charged against an allowance for credit losses when the Company has exhausted collecton efforts without success. For the years ended
December 31, 2022 and 2021, theallowanc for reditlosss acivity was not signficant.

“The movement i theallowance for ceditloses was as follows:

Year ended December 31,

o Fo
i owsand)

Balance a beginaing ofyear 5 %4 s E)
Provision 150 14
Wite-offs a9 a3y

Balance at end of year 5 0 3 261

Inventory

Inventory is stated at ower of cost or nt relizable value. The Company establishes the inventory basis by determining the cost based on standard costs approximating the purchase costs an
afirstin, firs-out bass. The excess and obsolete inventory i estimated based on future demand and market conditions. Inventory wrte-downs are charged 0 costof goods sold.

Property and Equipment

Property and equipment are staed at cost less accumulated depreciation and amortizarion. All property and equipment is depreciated on a staight-line bass over the estimated useful lives of
the assets, which are as follows

Computerand office equipment 3-5years
Machinery and equipment 3-5 years
Fumiture and fxtures 7 years

Leasehold improvements are amortzed over the lsser of their usefullives or the life of the lease. Upon sale or retirement of the asses, the cost and related accumulated depreciaion are
removed from the consolidated balance sheet and the resultng gain or los i recognized inthe consolidated statement of operations. Maintenance and repais are charged o operatians as incurred.
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+ development or disotesconceming ou ntelecual propery o other propricry rights
+ diming of and resuts rom clvcal and oer s

+ marketing clearances and authorizaton rom the FDA and regultrs fn oher frsictons;
+ dming of reguatory lingsand feedback;

+ compertion i the markets we serve;

+ ourexpectatonsof the reliability and performance o ou products;

+ ourexpectatonsof the benefits o patiets, providers, and payors of our products;

+ factors impacting the supply chains we rely o, incluing the avallbily of raw materals and skilled abor serving our suppliers, and the costof hese factors of production which may in
wm impac the prices we pay for our devices;

+ our reliance on  limited number of suppliers, incuding sle source suppliers, which may impact the availability of nstruments and materals;

+ ourabilty to sustai or ncrease demand for our prod

+ our estimates regarding our costs and risks associted with our Internatianal operations and expansion;
+ our expectations regarding our abily o retain and vecruitkey personel;
+ ourabilty o aractand reain employees,incluing those with specialized skils and experience;

+ our expectations regarding acquisitons and stategic opes

+ ourabily to acess capital markes

+ ourabily to fnd our working capial reuiremens:;

+ ourcomplance with,and the cost o, federal, sae,an freign reglatory requiements;
+ thefactors that may impoct our financal esuls; and

+ antcipate trends and challenges in our business and the marketsin which we operate.

Forward-Iooking satements are based on management's curtent expectatons, estimates,forecasts, and projections about our business and the industry n which we operate, and management's
belifs and assumpions are not guaranteesof future performance or development and involve known and unknown risks, uncertaintes, an other factorstha are In some cases beyond our control. As
a resul, any or all of our forward-ooking satements in his report may fum out 1o be inaccurate. Furthermore, if the forward-ooking statements prove o be inaccurate, the inaccuracy may be
materil. In light of the signifcant uncertainties in these foseard-looking statements, you should not regard these statements a a represeniaion or warsanty by us of any ather person tha we will
achieve our objecives and plans in any specifed time frame, o a all. In addition, satements that “we belleve” and similar statements reflect our beliefs and opinions on the elevant subject. These.
Statements are based upon information available 0 us as of the date o ths Annual Report on Form 10-K, and while we belfeve such informaion forms a reasonable bass fo such statements, such
information may be limied or incomplete, and our siatemens should not be read to indicate tht we have conducted an exhausive inquiry int, or feview of, all potenially available relevant
information. These statements are inherently uncertain and investors re cautioned no 0 undly ely upon these satemens,

Factors that may cause actual results o differ materall from current expectations include, among other hings, those listed under “Risk Factors” and elsewhere in this report. These sttemens,
Tike all statements in thi report, speak only as of ther date. We caution investors that ur business and inancial performance are subject to substanial isks and uncertainies. Except as required by
1aw, we assume no obligation 0 update orrevise thes forward-looking satements for any reason, even I new information becomes avallable in the future, except as may be required by law.
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Impairment of Long-Lived Assets

“The Company reviews longlived asses for impairment whenever events or changes in circumstances indicate thal the carrying amount of the asses (or asset group) may not be fully
recoverable. Whenever cvents or changes n clrcumstances suggesttha th cartying amunt of long-ived assets may ot b recoverable, the Company stimaes the fuure cash flows expected t0 be
generated by the assets (or asset group) rom it use o eventua dispositon. I the sum o the expected future cash flows s less than the carying amount of those assets, the Company recognizes an
impaiment loss based on the excess of the carying amount over th far value of the assets. Significant management judgment s required i the grouping of long-lived assets and forecass o future
operating results that are used inthe discounted cash flow method of valuation. For the years ended December 31, 202 and 2021, the Company has not experienced impairment losses on its long:-
lived asses,

Leases

“The Company determines if an rrangement i a lesse at incepion. The classificaion of leasesis evaluated at commencement and, as necessary, at modification. Operating leases are included
in operating lease rght-of-use assets and operating leas labilieson the consolidted balane sheets. The Company does not have any material finance lases n any ofthe periads presented.

Under Accounting Standards Update ("ASU") 2016-02, Leases Topic 842 ("Topic 842°), operaing lease expense i recogaized on a straightlne basis over the term of the lease. Varable lase
payments are recognized as operating expenses in the period in which the oblgation fo those paymens is incurred. Variabe Iease payments primarily include common area maintenance, ules,
el esate taxes and othe operating costs tha are passed on from the lesor in proportion (0 the space leased by the Company. The lease term represents the non-cancelable period of th lease. For
cerain eases, the Company has an opion to extend the lese term. These renewal opions are na considered in the remairing lase term unless i s easonably cerain that the Company will exercise.
such opions,

“The Company elected certain practica expedients under Topic 842 which ars i) o not record leases with an nital tem af twelve mots o less on the balance sheet; () o combine the lease
and nonlease components in determining the lease labiliies and right-of-use asets, and (i) to carry forward prior conclusians about lease dentifcation and clssifcaton. The Company’s lease
contacts do not provide an implicit bortowing rat; hence the Company determined the incremental borrowing rate based on information avaiable a lease commencement o determine the present
value of lease liabiliy. The Company determines it incremental borrowing rate based on the rate of interest that the Company would have 1o pay to borrow on a collateralized basis over a similar
term, an amount equal 10 the lease payments in a similar economic environment. The Company uses its headquarters n the LS. ("parent entity”)s incremental borrowing rats as the treasury
operations are managed centally by the parent etiy.
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Revenue Recognition

“The Company's revenue is derived from the sale ofis prodctsto medical groups and hospitals through s diret sales force and distributors throughout the U.S. and Europe.

In accordance with Accounting Standards Codificarion (*ASC") 606, Revenue from Contract with Customers (“ASC 606"), the Company recognizes revenue when contrl s transferred o the.
customer, in an amoun that eflects the consideration the Company expets 1o be entiled (0 n exchange fo the goods orservice. Under the revenue recognition standard, the Company applies the
followsing five step approsch: (1) identify the contract with a customer, 2) identiy the prformance oblgations in the contract, (3 determine the ransaction price, (4)allocate the transaction price to
the performance abligatons n the coniact,and (5) recognize revenuc when a peformance obligation s satsfid. A i relates o product sales where the Company's sals representaive delivers the
product at the point of implantaion at the hospial or medical fcilies, the Company continues to recognize the revenue upan completion of the procedure and authorizaton by the customer, nt of
rebates and price discounts, This epresents the majoriy of the Company's consalidate revenue. The Company also generaes a small potion of revenue from the sale of products through distributors
and 10 cerain hospital or medical fcilties where the products are ordere n advance of a procedure, The performance obligation isthe deivery of he proucts and therefore, revenue is recogaized
upon shipment o the customers, net of ebates and price discount. The Company accounts for rbates and price discounts s a eduction to revenue, calculated based on the terms agreed o with the
customer, Histoicaly,there ha been no sigaificant price discounts. Sals price are specified n elther the customer contact o agreed pricelst, which is executed prio t the ransfe of contrl to
the customer. For cetain hospitls and medical faciliies, the Company has agreements i place consists of either a master sevices agreement or an agreed price lst, which defines the terms and
conditions of the arangement, incluing the pricing, nformation, payment terms and pertinent aspects of the elatonship becween the partis. The Company also has agreements in place with ts
distrbutors, which include standard trs that do ot allow for payment contingent on resale of the product, obtaining financing, or ther tems that could impact the lstributor’s payment abligaton,
“The Company'sstandard payment erms are generally et 30 0 90 days

Shipping and Handling Costs
‘Shipping and handling costs are teate a fulfillment costs, which are xpensed as incurred and are ncluded in cost of goods sold.
Coststo Obtain Customer Contracis

Salls commissions and related expenses are considered incrementl and recoverable costs of acquirng customer contracts, The Company’s sales commissions paid 0 s sales representatives are
generally based on the surgeries performed. The Company appled the practical expecient hat permits an entity 0 expense the cos 0 abiain @ ontract a5 incured when the expected amortzation is
one e or les. The period of benefitis concurrent with whe the Company recognizesis everue and as such, the Company recogrizes sales commission as expense when incurred.

Warranty

“The Company has a warranty program that provides a purchaser a one-time replacement of any iFuse implant a no addiional cost for a revision procedure within a one-year period following.
the original procedure and is accountd for as a wartanty accrual. The Company also provides a purchaser with a one-time credit equal 0 the purchase price pid for use on future purchases for any
revision procedure within the one-year perod following an original procedare where an implant is ot required. The warranty is not priced or s separately and is intended to safeguard the customer
against defects and t does o provide lncremental service o the customer As such, it s considered an assurance type warranty and s not accounted 15 a service type warranty, which could represent
a separate performance obligation. The Company accounts for these one-ime credits a sals reserves and is included in accrued labiltes and other n the consoldated balance sheets. Sales and
warranty eserves from the warranty program were immaterial a5 o December 31, 2022 and 2021,

Research and Development

Research and development costs are charged 0 operaions as incurred and consist of costs incurred by the Company for the development o the Company’s product which primarily include;
(1) employee-related expenses, incluing salaries, benefit, ravel and stock-based compensation expense; (2) exteral research and development expenses; and (3) other expenses, which include
direct and allocated expenses for faciltes and other costs,
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Advertising Expendiaires

“The cost of advertsing s expense as incurred and i included under sales and marketing expense n the consolidated statements of operations. Advertising expenses were $1.6 millon and $1.2.
million for the years ended December 31, 2022 and 2021, respectively.

Loss Contingency.

The Company is subject 0 various patential los contingencies arsing in the ordinary course of business. From time o time, the Company may be involved in cerain proceedings,legal actions.
and claims. Such mattrs are subject 0 many uncertanties, and the outcomes of these matters are ot within the Company' control and may not be known for prolonged periods of ime. In some.
actions, the claimants may seck damages, as wel as othe relie, inclucing injunctions which may prohibit the Company (0 engage in certain acivtes, which, f granted, could requie significant
expendiures andior result i lost revenues. The Company records  liabliy n the consolidated financal statements when  lossis known or considered probable and the amount can be reasonably
estimated. 1 thereasonable estimate of a known or probable los i @ fange, and no amount within the rane is  beter estimate than any ocher, the minimum amount of the range is accrued. I  loss
s reasonably possible but not known or probable, and can be reasonably estimaed, the estimated Ioss o range of oss is disclosed. In most cases, sgnificant judgment is required (o estimate the
amount and tming of aIoss to be recorded

Stock-Based Compensation

“The Company appliesthe fair value recognition provisions of stock-based compensation. Stock-based compensation expense i recogized aver the requisite service period using the straight-
1ine medhod and i based on the value of the portion ofstock-based payment awards that i ultmaly expected (0 vest. As such, the Company’s stock-based compensation Is reduced fof the estimated
forfeitues a th date of grant and revised, i necessary, in subsequent periods if actual forfeituresdiffr from those estimates. The Company uses historical dat o estimate pre-vesting fofeitures and
record stock-based compensation expense only for chose awards that are expected (0 vest. o the extent actual forfeitures difer from the estimates,the difference vl be recorded as a cumulative
adjustment in the period that the estimates are rvised.

“The Company estimates the gran date far value of stock options usng the Black-Scholes opion valuation model. The model requires managemen (o make a number of assumptions including
expected volaiiy, expected term, isk-ree nterest rate and expected dividends, A number of these assumptions ae subjective, an their determination generaly requi judgment,

+ Expected Term - The expected term represents theperiod tht he share-based awards are expected t0 be outstanding, The Company uses the simplified method to determine the expected term as
permitid by the guidance since the Company has no suffcient historical eercise paterns o estimat the expected lfe. The simplified method is calculate s the average of the ime 10 vesting
andthe contractual ie of the options.

+ Expected Volailty - The expected volatilty is measured using the historical daily changes in the market pice ofthe Company’s common sack over  period consistent it the expected term.
« Risk-Free Interest Rate - Th rsk-fre interest rateis basee on the U, Treasury zero coupon ssued ineffect a the time o grant for periods corresponding withthe expected term of the aption.
+ Dividend Yied - The Company has not paid any dividends and has o cureent plans o pay dividends on s common stock, As such, the Company uses expected dvidend yield of ero.

“The fair value of therestricted stock unit (*RSU”) grant i based on the market price of the Campany’s common stock on th date of grant.

Equity instruments issued 10 non-employees are recorded a ther faif value on the measurement date and are subject o periodic adjustments as the underlying equiy insiruments vest. The
‘Company beleves that the estimated far value of the stock options is more readily measurable than th far value o the servicesreceived. Stock-based compensation elated (0 stock options granted
0 nom-employees i recognized a the stock options are eared.

“The Company grants restricted stock unit awards subject to market and service vesing condiions 0 certain executive officers. This type of grant consists oftheright o receive shres of common
stock,subject 0 achievement of time-based criteria and cerain market-relate performance goals over aspecifid period, as established by the Compensarion Commitee of the Company's Board of
Diectors. For these awrds hat are subject to marketrelated performance,the fai valueis determined based an the number of shares granted and a Monte Carlo valuation mode, which incorporates

the probability o the achievement of the marketrelated performance goals a partof the grant date fai value. If such peformance goals are not ulimately met, the expense I not reversed. Stock-
based compensaion expense I recognized ratably over the requisite service period.
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I the event the underlying terms of stock awards are modifed on s
far value of the share-based paymen arrangement at the modificaton dat.

 stock-based compensation sias ganted, additional expense i recogized for any modification that increases the total

Income Taxes

“The Company accouns for income taxes under the asset and labilty methad, whereby defered tax assets and labilites are determined based on th differnce between the fnancial statement
and ax bases of assets and liablies using the enacted tax rates in effct fo the year in which the differences are expected (0 affect taxable Income. A valuatlon allowance is established when
ecessary 1o reduce deferted tax assts o the amounts expected (o be reaized.

“The Company recognizes uncertain ta positons when t meets a more-Jikely-than-not threshold. The Company recogizes potental accrued inerest and penaltes related to unrecognized tax.
benefits as income tax expense.

Net Loss per Share of Common Stock

“The Company calculates basic and dilued nt lss per common share atributable o shareholders i conformity withthe two-class method required for companies with paricipating securites.
“The Company considers al ealy exercised stock option (o be paticipating securities as the holders are entiled 10 receive dividends on a pari passu basis in the event that a dividend is paid on
common stock. Under the two-class method, the et loss attributable o common stock s not allocated t the arly exercised tock optons as the holders do not have  contractual obligation (0 share
inlosses.

Basic net loss per common share s calculted by dividing the net los by the weighted-average number of common shares outsanding during the period, withaut consideraton for potentially
ilutive securites. Dilute net loss per share i computed by dividing the et oss by the weighted-average number of common shares and potentially diluive securtes outstanding o the period. For
purposes of the dilued ne loss per share calcultion, common stock oprions,restrcte stock units and warrants re considered to be potendaly diutive securiie. Because the Company has reported
a net loss in al periods presented, common stock optons and warrants e anti-dilutive and therefore diuted et loss per common share i the same a5 basic ne loss per common share for those.
periods.

Comprehensive Loss

‘Comprehensive loss represents changes in the stockHolders” equity except those resulin from disributons to stockholders. The Company's unrelized foreign curency ranslaion income.
(osses) and uncealzed gain (1osses) on marketable securites represent the two components of other comprehensive income that are excluded from the reportd net Ioss for each of the reporting
periods and has been presented in the consalidated satements of operatons and comprehensive loss,

Warrants

“The Company accounts for warrants for shares of common stock a5 equity in accordance with the accouning guidance for derivatives. The accountng guidance provides a scope exception
from classifying and measuring as a financial libilty a contract that would otherwise meet the definiton of a derivatve f the contract is both () indexed o the entity’s own siock and (i) classfied in
the stockholders” equity section o the consoldated balance sheet. The Company determined that the wartans for shares of common stock issued in comnection with s prior debt arrangements ae.
required o be classifie in equity. Warrans lassified a equityare recorde a5 additional paid-in captal on th consolidated balance sheet and no further adjustments (0 ther valuaton are made.
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Recently Adopted Accounting Standards

I August 2020, the Financial Accounting Standards Board ("FASB") ssued ASU 2020-06, Debt - Debt with Canversion snd Other Options (ASC 470-20) and Derivatives and Hedging -
Contracts in Entiy’s Own Equity (Sublopic 815-40). ASU 2020.06 simpifies the accounting for convertble instruments by removing the beneficial conversion and cash conversion accounting.
‘models forconvertble instruments and removes certain setlement conditions that are required for conracts (0 quality for equity classfication. This new standard also simlifies the dilted eamings
per share calcularions by requiring that an entity use the if-converted method for convertible instruments and requires that th effect of potenial share selement be include i dilued earnings per
share calculations when an insirument may be seuled in cash or share. The new standard requies entites o provide expanded disclosures about the terms and features of convertble nstruments,
how the instruments have been repored In the entity’s financal statements, and Information about events, conditons, and circumstances that can affect how 1 asess the amount or timing of an
entity’ future cash flows related (0 those insiruments. The ASU s effectve for public companies, excluding enties eligble (o be smallr reporting companies, for fiscal years beginning after
December 15, 2021. The new sandard went effective on January 1, 2022, and it did notimpact the Company's consolicated financial staterents and relted discloures,

In May 2021, the FASB issued ASU 2021-04 “Earnings Per Share (Topic 260), Debi—Modifications and Extinguishments (Subtopic 470-50), Compensation— Stock Compensation (Topic
718),and Derivatives and Hedging—Contactsin Entiy's Own Equity (Subtopic 815- 40) ssuer's Accounting for Certain Modifications or Exchanges of Freestaning Equity-Classified Writen Call
Options” (*ASU 2021-04") which clarifes and reduces diversity in an issuer's accounting for modifications or exchanges of freestanding equiy-classfied writen call options that remain equity
clssified after modifcation o exchange. An entty should measure the effect of a modificaion or an exchange of  freestanding equity-classiied written call opton that temains equiy classified
after modificaion or exchange as folows: 1) for 2 modificaton or an exchange that is  par of or lrectly related to 2 modification or an exchange of an exsting debt instrument orline-of-creit or
revolving-debt atangements (hereinaer, efertd 0 as a “debt” or “debt instrument”), as the difference between th fai value of the macified or exchanged writtn call option and th far value of
thatwritte call ption immediaely before it is molifed or exchanged: i) for all ther modifcatons or exchinges, s the excess, if any, o the fai value of the modified or exchanged writen call
option over th fair value of that witten call opion imimediately before i s moifed or exchanged. The amendments in tis update are effecive for all entis for fscal years beginning after
December 15, 2021, including inerim periods within those fisca years. An enity should apply the amencments prospectively to modifications or exchanges occurring on or aftr the effective dte of
the amendments. The new standard went ffecive on January 1, 2022, and it did not impact the Company's consolidated financial statements and related disclosures,

Recenty Issued Accounting Standards Not Yet Effectve

I March 2022, the FASB issued ASU 2022-02, Financial Insrumens - Credit Losses (Topic 326), Troubled Dbt Restructurings (“TDRS") and Vintage Disclosures. ASU 2022-02 eliminates
the accounting guidance for TDRS in ASC 31040, Receivabes - Troubled Debt Restructuings by Crediors. In additon, ASU 2022:02 also requires tht public business entires disclose current-
period gross write-ffs by year of originaton for financing receivables and et investments i leases withi the scope of Subtopic 326-20, Financial Instruments—Credit Losses—Measured at
‘Amortized Cost. The ASU is effective for public companies, excluding eniites eligble to be smalle reporting companies, for fiscal years beginning after December 15, 2022. The Company is
curently evaluating the impact of pplying this guidance on tsconsalidated fnancial statements and related disclosures,
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3. Marketable Secu

Al of the Company's marketable securites were available-for-sale debt securites and were classifed based on ther maturtes. Marketable securtes wth remaining matuites at the date of
puchase of three months or less are classified as cash equivalents. Shot-erm investments are securdes that oiginal matriy or remaining maturty is greater than three months and not more than
twelve months, Long:term investments are securtes for which the original maturty of remaining maturity is reate than twelve months,

“The able below summarizes the markecable securiies:

December 31, 2022

Amortized Cost nrealized Gains__ Unrealzed Losses  Aggregat Fair Value
in trousands)

Money market funds s 8002 S = =g 8002

Cash equivalents 8002 — — 8002
US. treasury securiies 48,636 4 (105) 8535
US. agency bonds 2918 3 - 291
Corporate bonds 2914 = ) 2911
‘Commercial paper 2.06 = ey 2,206

Shortterm investmens 76,674 7 i06) 76,573
Total marketable securiies 5 8576 § TR a0 § 84,575

December 31,2021

Amortzed Cost nreatized Gai nreallzed Lovses _ Aggregate aie Value
i thousands)
Money marketfunds. s 57820 8 — s — s 57.829
Cash equivalents 57.029 = = 57.029
U treasury securiies 28,064 = s 28,048
Corporate bonds 31,558 4 @) 31,539
Commercia paper 2973 - — 2973
Shortterm invesiments 8,59 ] G 83,560
Total marketable securiies $ a4 s 4 [EORE 141,399

“The amortzed cost of the Company's available-for-sale securites approximates their fai value. Unrealzed losses are generally due 1 intrest rate luctuations, as opposed to crdit qualty.
However, the Company reviews individual securitis that are i an unsealized loss posidon in orde t0 evauate whethes or notthey have experienced or are expected 0 experience credit losses. As of
December 31, 2022 and 2021, unrealizd gains and losses from the investments were not materal and were not th result of a decline in crdit qualit. As a resl the Company did not recogize any
creditlosses relted (0 ts investments and that all unrealized gains and losses on aveilable-for-sale securties are recorded in accumulted other comprehensive income (loss) on the consolidated
balance sheets during the years ended December 31, 2022 and 2021

“The Company elected t0 present accrued inerest receivable separately from short-em and long:term investments on its consolidated balance sheets. Accrued terest eceivable was.
0.2 millon as of December 31, 2022, and was recorded in prepaid expenses and other current assets. The Company also elected o exclude accrued interet receivable from the estimation of
expected creit losses on ts marketable securites and reverse acrued interest receivable through intrest income (expense) when amounts are determined to be uncollectible. The Company did not
e off any accrued Inerest receivable during the years ended December 31, 2022 and 2021,
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Fair Value Measurement

‘Carrying amounts of cerain of the Company’s financal nstruments, including cash equivalents, accounts receivable, accounts payable and accrued labiliies, approximate fai value due 1o
their elaively short maturities and market inteest rates, if applcable. The canying alue of the Company’s long-term debt also approximaes fai value based on management's escimation that a
currentinterestrate would o difer materially from the tatd rate. There were no other financial assets an labilitesthat requies fair value hierarchy measurements and disclosures fo the periods.
presented.

“The table below summarizes th fir value of the Compan's marketable securites measured a fai value on a recurring basis based on the three-tier far value hierarchy:

December 31,2022
Tl Tewiz el “Total
i thousands)

Marketable securites

Money market funds s 8002 $ —§ — ¥ 8002
US. treasury securiies 48535 - — 8535
US. agency bonds — — 2001
Corporate bonds. - - 2911
Commercial paper — = 206
Total marketable securiies s 56557 § — 5 84575
[T Toral
‘Marketable securites
Money market funds s 5782 3 — 8 — 3 7,829
US. teasury securites 28048 = = 28048
Corporate bonds — 31,539 — 3159
Commercial paper — 2973 = 2973
“Total marketable securiies s 587§ 55502 5 — s 131369

5. Balance Sheet Components

Inventory.

s of December 31, 2022, inventory consiste of inished goods of $156 million and workin-progress and components of S1.7 millon. As of December 31, 2021, inventory consised of
finished goods.

1
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Property and Equipment, ne

December 31,2022 December 31, 2021

(in thousands)
Machinery and equipment s 1920 s 10573
Constuction in progress 7854 3657
Computerand office equipment 76 916
Leasehold improvements 1831 503
Fumiture and fixtures 390 09
771 15,958
Less: Accumulated deprecati (10207 (6.966)
5 15564 3

A5 of December 31, 2022, construction i progress pertains 0 cost of individual components of a custom Instrument st used for surgical placement of the Company's producs tht have not yet
been placed into service of $5.0 million and construction costs related to the lease in Santa Clara and software cost of $2.9 millon. Depreciaton expense was $3.4 million and $2.1 milion for the
years ended December 31, 2022 and 2021, respectively.

Accrued Liabilies and Other:
December 31,2022 December 31, 2021
(in thousands)
Accrued compensation and related expenses s 1365 § 10055
Accrued professional services 35 95
Others 1791 1,303
351§ 12353

6. Commitments and Contingencies.
Operating Leases

“The Company has  non-cancelable operating lease for an office building space,locaed in Santa Clara, Califoria, which expires in May 2025 and a building usd for research and development.
and warehouse space in Santa Clara, California, which expires in October 2026, The Company also has non-cancelable operatng leases fo it office building spaces in Gallarte, Italy and
Knaresborough, United Kingdom, which expire in August 2027 and Decerber 2025, respecively.

The Company also leases vehicles under operating lease arrangements for certain of s personnel in Europe which expire at various times thoughout 2022 2027

Supplemental information elaed to lease expense and valuaton of the lease assts and lease liailes are as follows:

&




image179.png




image180.jpeg
SI-BONE, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2022 December 31, 2021
i thousands)
Operating lease expense s 1599 8 1181
Varlable lease expense. 51 265
“Total lease expense 2 a7
Cash paid for amounts included i the measurement of operating lease iabiltes s 1600 s 125
Leased assetsobtained i exchange for new operating lase libilies
$ s 289
‘Welghted average remaining lease term (n years) 305 308
‘Weighted average discount rate 5% 575%
Future minimum lease payments under nan-cancelable operating leases s of December 31, 2022 was a follows:
‘Year Ending December 31, i thousands)
2023 s 1,590
2024 1513
2025 1004
2026 )
207 El
Thereafter ——
Total operatng lease payments a6
Less: imputed interest 56)
Total operating lease liabiltes 425

As of December 31, 2022, the Company had no opeating lease iabildes that had not commenced.
‘Purchase Commitments and Obligations
“The Company has certain purchase commitments related t s inventory management with cetain manufacturing suppliers wheein the Company is equired o purchase the amouns forecasted

in a lanket purchase order. The contractual obligations represent future cash commitments and iabltes under agreements with hid partes and exclude orders for goods and servies entered nio in
the normal course o business that re not enforceabl or legall binding. These outstanding commitments amounted 0 $0.8 million and 1.2 million s of December 31, 2022 and 2021, respectively.

Indemnification
“The Company entersinto tandard indemnificaton arrangemens in the ordinary course of business. Pursuant to these amangemens, the Company indemnifes, holds harmiess, and agrees 1o
reimburse the indemnified parties for losses suffred or incurred by the inderified party, in connection with any trae secret, copyright, paten or other inellectual property infringement caim by

any third-party with respect o the Company’s technology. The term of these indemmification agreements is generaly perpetal, The maximum potential amount of future payments the Company
could be required to make under these agecements i not eterminable because it involves lains that may be made agains the Compny in the future, but have nat et been made,

The Company has enered int inderification agreements with t dirctors and offcers that may requir the Company to ndemify t directors and offcers agains labiltes that may arise
by reason of thei satus o service asdirecors o offcer, other than labilis aisag,from wilful misconduct of th individual

“The Company has not incurred costs (o defend lawsuits o setleclaims related to these indemnification agreements. No labiliy associated with such indemnifications has been recorded to
date,

8




image181.png




image182.jpeg
SI-BONE, INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Legal Contingencies

From time (0 time, the Company may become involved in legal proceedings arising n the ordinary course of is business. The Company is nat presenty a party o any material legal
proceedings that, f determined adversely to the Company, would have  material adverse effct on the Company.

7. Borrowings

Term Loan

“The following table summarizes the outscanding borrowings from the term loan as of the periods presented:

December 31,2022 December 31, 2021

in thowsands)
Principal oustanding and final fee s 3700 5 35,700
Less: Unamortized debt issuance costs @3) (100)
Unaccreted valueof final fee (@56) (627)
Outstanding deb, net of debt ssuance costs and unaccreted value of final fee 5 XU
Classfed as:
Longem borrowings s Ba7L S 34073

In May 29, 2020, the Company entered into 3 term loan with Solar Capial Partners (“Solar”). Pursuant 0 the Loan and Security Agreement, Solar provided an agaregate principal amount of
40,0 millon term loan (the “Solar Term Loan”), The Solar Term Loan bore inerest at a tate per annum equal 0 9.40% plus London Interbank Offered Rate (‘LIBOR”), payable monthly in arrears.
LIBOR means the greater o () 0.33% or (i) one-month LIBOR (or a comparable replacement ate 0 be determined by the collateral agent ifthe LIBOR is o longer available), which rte shall reset
‘monthly. The Solar Term Loan included an intrest-only period of 36 months through June 2023, and then repaid in equal monihly principal payments plus intrest through June 1, 2025, The
‘Company was also obligate 0 pay a fial fee equal {0 $1.0 millon or 2.5% of the aggregate principal amount of the Solar Term Loan, which was flly carned by Solar on the effective dat of the
Loan and Securiy Agreement with Solar. With respect 1 the Solar Term Loan, this inal fee was due and payable o the ealestof (1) the maturty dte, ) the acceleation o th Ioan balance or (i)
s full repayment, refinancing, substitution o replacement. The Company paid in full and temminated the Solar Term Loan in August 2021.

The outstanding debt s of December 31, 2021 and 2022 was relate 10 a erm loan pursuant 1 the Loan and Security Agreement dated August 12, 2021 (e “Effective Date”), entered nio by
the Company with Silicon Valley Bank (*SVB"). Pursuant theagreement, SV provided an aggregate prncipal amount of $35.0 millon t the Company (the “SV Torm Loan"). The Campany used
the proceeds of the SVE Term Loan 1o repay in fll and terminate the Solar Term Loan, which was accounted for 2 debr extinguishment in accordance with the accounting sandards, The Company
recognized the unamortized debt issuance costs and unaccreted value of final fee of $1.3 millon and the prepayment penalty and lender fees of $0.5 million elted to Solar Term Loan as aoss o
debtextinguishment. The costs and feesare reflccted as nterst expense in the consolidated siatement of operations. The tota debt issuance coss of S0.1 millian asoclated wih the SVEB Term Loan
were recorded in the consolidated balance sheet s  direct deduction from the carrying amount of the loan, and are amortized as a component of Intrest expense using staight-ine method over the
life o the term loan. The SVB Term Loan matures (the “Maturity Date”) on either (s) August 1, 2025 or (b) August 1, 2026 dependent on the Company’s achievement of a certain financial
performance milestone as of December 31, 2022, a set forth in the loan agreement. As of December 31, 2022, the Company achieve the performance milestone, therefore the Maturity Date is
extended to August 1, 2026, The Company accounted for this change in Maturity Date as a debt modificarion, and accordingly,the unamortzed discount and debt ssuance costs associate with the
‘SVB Term Loan are being amortized 10 interest expense using strajght-line method over the remaining term of the loan though August 1, 2026. The extension of the Maturity Date did ot have a
‘material impact on the effecive ntere:. ates immediately before and ater the debt moification

Intrest on the SVB Term Loan is payable monthly at an annual rae sec at the greater of (2) 5.75% and (b) prime rate as published in the Wall Street Journal plus 2.5%. Commencing o0
‘September 1, 2023, the Company will b required to make monihly prncipal amortization paymens. The Company may elec  prepay the SVB Tem Loan prior 0 the Maturity Date subject 0 a
prepayment fee equal 0 1% if the prepayment occurs pior o the second anniversay of the Effective Date and 0% if the prepayment occurs on or at any time after the second anniversary of the
Effective Date. The SVB Term Loan is secured by substantaly all the Company's assets other than the Company's intelectual propety. The Company is also oblgated to pay a final paymen equal
10.80.7 millon or 2% of the aggregate principal amoun of the SVB Term Loan, which s considered fully eamed by SVB on th effecive date o the Loan and Security Agreement with SVB. This
il payment shall be due an payable o the earlestof () the maturity datc, (i) the full repayment f the loan, i) permitie prepaymen and mandatory prepayment upon an acceleration as

%0
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Tem 1. Business.
Oversiew

We are a medical device company dedicated o solving musculoskeletal disorders of the sacropelvic anatomy. Leveraging our knowledge of pelvic anatomy and biomechanics, we have
pioneered proprietary minimally invasive surgical implant systems 0 address sacoiliac joint dysfuncion as well a address unmet clinical needs in pelvic fusin, fixation and management of pelvic
fractures. Our producs include a series of patented ttarium implans and the insiments use to implant them. Since launching, ous firs generaion iFus in 2009, we have launched three new
implant product lines, FPuse-3D in 2017, {Fuse-TORQ in 2021 and [Fuse Bedrock Granite in 2022. Within the Urited State, our iFuse, IFuse-3D and iFuse- TORQ implant systems have clearances.
for applications across sacrollac jointdysfunciion and fusion, odult deformity and degeneraton, and pelvic trauma.

We marketour producs primarily with  dirct sale force as well as  numiber of agents i the U.S.,and with a combination of a direc sales foce, agents and distributorsin other countries As
of Decemmber 31, 2022, more than 75,000 procedaures have been performed using our products by over 3,000 surgeons in the United States and 38 other countries since we introduced iFuse in 2009,

Product and Applications

Our first-generation iFuse, a machined tiangular ttanium implant launched in 2009, has  triangula cross section that resists wisting or roatio of the implant, The tiangular shape of this
implant helps stabilize the oint, and the implant’s porous surfce faciliaes biologic fiation of the bone onto the implant, or bany on-growth an n-growth that resuls n fuson. The mplan has at
least huee mes the strength of a typical eight-millimeter cannulated surgical screw, and th large porous surface rea of our implants allows for bony ingrowth. Our second generation iPuse product,
the iFuse-3D implani, launched in 2017, is a patented ttanium mplant that combines th triangular cros-section of the frt generatlon Fuse mplant with a proprieary 3D-printed porous surface and.
fenestrated design. This design,with ts open and porous sructure, aso allows the implant o sel-harvest bone as it s mpacted through the lum. We hold patens on implants with cross-sections of
‘many non-round shapes, including he riangular shape, as wellas the fenesiraton configuraion we use with our [Fuse-30 implants. We also hold patents for the medhod of lacing the implant across
the sacrotliac join, a5 well a5 other parts of the spine and pelvs.

In Aprl 2015, we received clearance from the United States Food and Drug Administation, or FDA, o promate the use o our iPuse-3D implants for fusion of the sacrolia jont n conjunction
with muli-lvel spinal fusion procedures to provide further sabilzation and immbilzaton of the sactoiiac Joint, which we call the Bedrock technique. We received CE marking, and began
‘marketing iFuse for ths indication and surgical technique in Europe in December 2019, In ate-2019, we Intzoduced iFuse Bane, an implantable bone product manufactured from sterilized recovered
cadaveric bone tissue, to meet the demand of some of our surgeon customers t use implaniable bone products to supprt and augment the patients avn bone tssue in orthapedic procedures. Tn
"March 2020, we received FDA 510(K) clearance for an expanded indication for ou triangular Fuse implants (0 support our trauma initaive.

In February 2021, we launched iFuse-TORQ, a line of 3D-princed threaded implants designed for use i pelvic trauma, as wellas applications n sacroiia joint dysfunction and degeneraton.
Relative to compedive trauma products, IFuse-TORQ is oughly four times as strong in bending an requirs 10 times th rotational force, or trgue, o insert due (0 1t porosity and other design
features. We believe that this rotational resistance gives surgeons confidence n the strength of mechanical fxation tht iFuse-TORGQ provides, an that the technological advancements incorporated
o iFuse- TORQ represent a significant improvement compared o convertional trauma screws, iFuse-TORQ has a larger surface area for bone in-growth and was specifcaly designed o allow for
ostevintegraton, o incorporation of he bone i the implant’s porous surface and strucure. In 2022, the FDA provided clearance for an expanded indicaion for iFuse-TORQ (0 Include acute, non-
acute and non-aumatc factures s well s for placement actoss the sacrllac oint using our Bedrock technique.

In May 2022, we launched our iFuse Bedrock Granie Implant System. The iPuse Bedrock Granite implant provides sacroillac fusion and sacropelvi ixation as a foundational element for
segmental spinal fusion. The iFuse Bedrock Granite implant has a machined tanium core surounded by a fusion leeve that i aditively manufactured. The fusion seeve offers reater surface area
for both microporous and macroporous surface features as wel as self-harvesting cutting flute, T fusion sleeve provides numerous means for biological fxation (bony on-growth, in-growth and
hrough-growth). The robust neck and theset screw design aso provide mre strenggh and reliability o the iFuse Bedrock Granite implant. Based on the implant abliy o crive fusion and fixation,
iFuse Bedrock Granite is designated by the FDA as a breakihvough device. In August 2022, the Centers for Medicare and Medicaid Services, or CMS, issued a final decision for a New Technology
‘Add-on Payment, or NTAP, of up to $9,828 for ligible cases using [Fuse Becrock Granite. The Breakihrough Device Designation and NTAP avard were based on the FDA'S recognition of iFuse
Bedrock Granite a5 a new technology that can provide substantial clinical improvement over already available therapis. The NTAP became effeciive October 1, 2022 and will be effective for a
period of up o three ears and is exclusive 10 Fuse Bedrock Granite, In December 2022, we received FDA clearance for promotion of general o compatiilty for Fuse Bedrock Granite.
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specifed inthe agreement o (v)the termination of the agecemen. The final payment i included vitin the long-term borrovwings and is accreted 0 nterest expense using sraightline method over
thelifeof the tem loan.

“The effective inteest rate relate 0 the SVB Term Loan was 7.8% and 6.39% for the years ended December 31, 2022 and 2021, respecively. The effective interestrate relaed (0 the Solar Term
Loan excluding the wrte-down of unamortized debi ssuance costs and prepayment penaly rlated 0 the Solar Ter Loan) was 10.3% for the year ended Decembes 31, 2021

“The table below summarizes th future principaland final fee payments under the SV Term Loan as of December 31, 2022:

‘ear ending December 31, G thousands)
203 s apo1
2024 11667
205 11667
206 7505
2027

“Toal principal and final fe payments

The SVB Term Loan includes affirmative and negative covenants applicable o the Company and certain of ts foreign subsidiaries. The afirmative covenants include, among others,
covenants requiring the Company to maintan it legal existence and governmental compliance, deliver cerain fiancial repors, and maintain insurance coverage. The negative covenants include,
among others, restritions regarding transtering coilateral, pledging the Company's intllectal property (o other partes, engaging in mergers o acquisitons, paying dividends or making other
istabutions, incuring indebedness, transacting with affliates and enering into cerain Investments, in each case subject 0 certain exceptions. As of December 31, 2022, the Company was In
‘compliance with all b covenants.

I January 2023, the Company's outstanding amount under the SVB Term Loan was refinanced on  long:term basis an is accordingly clasifed as erm note, non-current as of Decersber
31,2022, See Note 15 for a discussion of the Company'sfull repayment and termination of the SV term oan and eniry into a new term loan and revolving crdit facil

CARES Act

On March 27, 2020, the U.S. federal government enacted the “Coronavirus Aid, Relif and Economic Security (CARES) Act” which, among other hings, allowed employers to defer the
depositand payment o an employer's share of social securiy taxes through December 31, 2020. As of December 31, 202, the Company had paid the defered taxes and had no emaining liabilty.
'AS of December 31, 2021, the Company recorded a labilty o $0.5 millon related (0 the deferal of the taxs that was ncluded n accrued liabliis n the consolidated balance sheet.

8 Warrants

“The table below summarizes common stock warrant fssued and outstanding at December 31, 2022 and 2021

Number of
e Shares

—_— . price per Fair Vaue
pr— Expiration Share in housands)
312017 12007 ol 5504 5 51
7220013 22023l s9.10 122
1262014 260024 el 1647 9w
10202015 10202025 1ol 1647 396 10)
1092015 o5 b s1647 24410
1222206 12222026 el $1003 4510

a1 Comman stk wamans il e ousandig i et of e exlaton dte o he gt excecised b the older.
[ p—
1] Fal vl 3 e dt f conversion o bl convertle e sock 0 conmon sk warat i conunction wih e 1P an Otber 16,2015
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9. Common and Preferred Stock

“The Company's cerifcae of incorporate as amended and restated in October 2018, authorizes the Company (@ issie 100,000,000 shares of common stock and 5,000,000 shares of prefered.
stock, each having a pa value of $0.0001. Common stock ssued and outstanding as of December 31, 2022 and 2021 were 34731577 shares and 33,674,085 share,respectively. As of December 31,
2022 and 2021, thee was no prefered stock ssued and outstanding,

“The holders of common sack are entited to rceive dividends whenever funds are legally avalabl, as,when, and if declared by the Bosrd of Directors. There have been no dividends declared
o date.

10, Stock Based Compensation

2008 Stock Option Plan and 2018 Equity Incentive Plan

In April 2008, the Campany adopied the 2008 Stock Opcion Plan (the “2008 SOP"), as amended, under which the Board of Ditectors may issue incentve and non-qualified stock options to
employees, directors and consultants. In October 2018, the Company adopred the 2018 Equity Incentive Plan (he “2018 EIP"), which serves as the successor 10 the 2008 SOP, under which the Board
of Directors may issue incentive and non-qualifiedstock options, RSUs and PSUs to employes, irectors an consultants. No iew options have been granted under the 2008 SOP since August 2015,
Oustanding options under the 2008 SOP continue to be subject 1o the terms and condiions of that plan.

“The number of shares o common stock reserved for issuance under the 2018 EIP will automatically increase on January 1 of each year, beginning January 1, 2019, and continuing through and
incluing January 1, 2028, by 5% of the total mumbser o shares of the Company's capita sock oustanding, on December 31 of the preceding calendar e, or  lsser number of shares determined by
the Company's Board of Director. As of December 31, 2022, a total of 4,029,313 shares of comman stock are availabe fo future grants under the 2018 EIP. On January 1, 2023, the toal number of
Shares of common stock resrved for ssuance under the 2018 EIP automatcally inreased by 1,736,578 shares,

“The Board of Directors has the authority to determine to vhom options will be geanied, the number of share, the term and the exercis pric, 1f an inividual owns sock representing more than
10% of the outstanding shares, the price of each share shal be at least 110% of the fair market value, a determined by the Board of Directos. The exercise price of an inceniive stock option and a
non-qualified sock opton shall ot b fes than 100% and 85%, respectvely,of the fair market value o the dat of grant

Options granted have a term of 10 years,excep, opdons graned 10 individuals holding more than 10% of the outstanding shares have a term of five years. Options generaly vest over  four-
year period. RSUs granted undes the 2018 EIP generally ves over two 1o four years base upon contimued services and are seuled atvesing inshares of the Company’s common stock.

Stock Options

“The following table summarizes stock opton actviy for the years ended Decerber 31, 2022 and 2021
Options Oustanding

Welghted Arerge

TV - M —

Nuamberof Shares " Edtpss P ey A i
Outstanding as of December 31, 2020 2,405,957 $8.54
Bercsed 9375 s504
Canceled and frfited 7009 s1505
Outstanding as of December 31,2021 009513 73
Exercised (w0sm) s470
Conceld and frfitd s $1505

Outstanding a o December 31, 2022 o041 P a9 s 12919

Optionsvested and exercisable s of December 31,2022 75 an s 12919

Optionsvested and expeeted 1 vet s of December 31, 2022 o1 304 s 12019

@
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“The aggregate intinsc value of options exercised durin the ears ended December 31, 2022 and 2021 amounted to $1.0 million and $8.1 million, respectively, epresenting the cifference
between the fair value of the Company's common stock at the date o exercise and the exercise price paid. The aggregate intrinsic values of options outstanding, options vested and exercisable, and
options vested and expected t vest a of December 31, 2022 epresents the diffetence betveen the exercise price and the closing price of the Campany's common stock on the last rading day of the
year.

Oustanding option and exercisable options information by range of exercise prices as of December 31, 2022 was i follows:

Options Outstanding Options Vested and Exercisable
Average
Remaining Weighted- Weighted-
Contractual verage Average
Exercse Price Number o Shares Life (vears) Exercise Price Number of Shares Exercie Price
s = 56 378748 152 s340 378,748 s34
5370 - saa1 490,008 299 5430 490,008 5430
442 5 $531 07,247 a3 s467 07,180 467
5532 - 2051 233794 545 1206 w013 stz
s052 = s200 393544 604 52200 365,041 200
391 s 1,892,990 875

There were no stack optons graned during the years ended December 31, 2022 and 2021

As of December 31, 2022, there was approximately $22,000 of unrecognized compensation cos related 1 stock options granted. These costs are expected t0 be recogized over a period of
approximately 0.5 years

Resticted Stock Units

Restriced stock units (“RSUS") are share awards that entile the holder 0 receive freely radable shares of the Company’s common stock upon vesting. RSUs generally vest over two 10 four
years based upon continued services and are seuled at vesting in shares of the Company's common stock. The grant date fair value of the RSUs i equal t the clsing price of the Company’s common
Stock on the grant dae.

In January 2022, the Company granted performance-based resticted stock unit awards subject 10 market and service vesting condlons (o certin executive officers under SI-BONEs 2018
Equity Incentve Plan (“PSUs”). The shares subject 0 the PSUs vest over  thee-year performance period beginning January 1, 2022 and ending December 31, 2024, The actual umber of PSUS that
il vest i each measurement period will be determined by the Compensation Commitce based on the Company’s total sharcholder retn (“TSR") reltive to the TSR of the Median Peer
‘Companies (2 defined in the award agreement). The grant date fair value of each stock award with 2 market condition was determined using the Monte Carlo valuation model. The table below
summarizes the assumprions used t estimate the grant date fai value of the PSUs granted:

Year Ended December 31,2022

Expected voltlity of common stock W% o 7%
‘Expected volaily of peer companies. 242% o 1525%
Correlaion coefficientof peer companies ©13) © 100
Riskree interest rate 04% © 12%
Dividend yield —% © 10%

“The following able summarizes RSU and PSU activty for the years ended December 31, 2022 and 2021

o
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Rsus psus
Weghed- Weghied-
Average
Number of Grant Date Faie Number of
Shares Nl Shares
Outstanding as of December 31, 2020 1165295 52007 = =
Granted 1,187,143 52845 = s
Vested (674195) 52176 = =
Canceled and fofeited euny 2476 = s
Outstanding as of December 31, 2021 1,566522 52517 — s—
Granted 126483 52066 155,596 $19.50
Vested (806,204) 52403 - $—
Canceled and forfeited (3025 2345 — s—
Outstanding as of December 31, 2022 1794928 s27 155,596 $1950

As of December 31, 2022, the unrecognized compensation costreated 1o the RSUs was $33.2 million, which is expected (o be reconized over a period of approximately 25 years. As of
December 31,2022, the unrecognized compensation cost related 10 the PSUs was $1.5 million, which i expected (0 be recogaized over a period of approximaely 2.0 years.

Employee Stock Purchase Plan

“The Company’s 2018 Employee Stock Putchase Plan (the “ESPP") allows elgible employees 0 purchase sharesof the Company's common stock through payrolldeductions at the prce equal
085%of thelesser of the fair market value of th stock as of the first date o the ending date of each six month offring period. The offering period generally commences in May and November. On
March 26, 2020, the Company's Compensation Committe approved the amendment of the terms of fuure offrings under the ESPP which, among other things, increased the maximum number of
Shares that may be purchased on any single purchase date and provided for automatic enollment in a new offering.

As of December 31, 2022,  otal of 1,050,179 shares of common stock are avalable for fture grants under the ESPP. On January 1, 2023, th total mumber of shares of common stock reserved
forissuance under the ESPP Plan increased by 347,315 shares

“The far value of the ESPP shares is estimated usng the Black-Scholes option pricing model, which i being amorized over th requisie service period. The Company issued 170,717 shares
and 147,295 shares under the ESPP during the years ended December 31, 2022 and 2021, respectively, representing $1.8 millon and $2.3 milion in employee contrbutions. For each of th years
ended December 31, 2022 and 2021, total accumulated ESPP related empioyee payrolldeductions amounted to $0.3 millon,which were ncluded wthin accrued compensation and relaed expenses
i the consolidated balance sheets. For the years ended December 31, 2022 and 2021, the Company recognized $0.7 million and $0. milion, respectivly, o stock-basesl compensation expense
related (0 ESPP. As of December 31, 2022, the unrecognized compensation cost for the ESPP was 50.5 million.

0
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“The Company estimated the fair value of ESPP purchase rights during he offering period using a Black-Scholes option pricing model with the following assumprio

‘Vear Ended December 31,
FT) Y
Expected term (years) 05 05
Expected volatily o5% o 621% % 4%
Risk-free interest rate 00 o L% 008%  w  00m%
Dividend yield —
Stock-Based Compensation
The fllowing table sets forthstock-based compensation expense recognized for the periods presented:
Year Ended December 31,
E) 2021
i howsands)
Cost of goods sold s s
Sales and marketing 1,006

Research and development
Generaland administrative

2637

11, Employee Benefit Plan
“The Company sponsors a 401(K)plan coveing al employees. Contrbutions made by the Company ae discetonary and e determined annualy by th Board of Directors.Effective January

1, 2019, the Company made  discrtionary matching contribaton equal to dollar for dollar employee contributon, up to 3% eligile compensation of the employee, with a maximum annual

contibuiion fomthe Company of on thousand dolars er employee. Furhes,in ordes for an employee o receivethe matching conirbution he employee st be at eas 21 years old, work a et

1,000 hours per ear,and must be employed by the Company at the begining through the end of the Yer,

12, Net Loss Per Share of Common Stock

“The follwving table summarizes the computation of basic and diuted net loss per share:

ear Ended Decermber 31,

Netloss

Weighted-average shares used 1o compute basic an diluted e los per share
Net loss per share, basic and dilted

9
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Because the Company has reported a net loss in al periods presented, outstanding stock options, resticted stock unis, ESPP purchase ights and common stock warrants are anti-ditive and
therefore diluted et 10 per common share i the same as basic et loss per common share for the periods presentec. The following anti-diltive common stock equivalents were excluded from the
‘computaion of dilued et loss per share for the perlods presented:

Year Ended December 31,
E) 2021

Stock options 903341 2009513

Restricted stock units 1950524 1,566,522

ESPP purchuse rights 134226 61,264

‘Common stock warrants g2 118,122

106,21 3755421

13, Income Taxes.

“The components of the Company’sloss before income taxes areas follows:

Year Ended December 31,

B R T
Domestic s (670%)
Foreign 463

Loss before income axes. 3 5 3 (5657

‘There was o provision forincome taxes recorded for the years ended December 31, 2022 and 2021. The Company continues to maintan a full valuaton allowance agains s net deferred tax.
assets due 10 the uncertainey surmounding realizaton of such asets. The Company periodicaly evaluates the reaizability of its et deferred tax assets based on the expected realzation and is
dependent on the Company's ability o generate suficint future sxable income durin periods prior 1 the expiation of tax atributes o fully uilze these asses.
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“The companents of deferred income taxes are as follows:
Vear Ended December 31,

howand

l

Totl defered income taxes 5990 1533

Net deferrd income ax.

Income tax expense diffrsfrom the amount computed by applying the statutory federalincome tax rate due o the following:

Year Ended December 31,
F) Iy

Stat tax, net of federal beneft (@9)

Change in defered tax valuation alowance. %1% 271%

l

Foreign ate differences 01% 01%

Totl income tax expense

“The ta effects of temporary diffrences and caryforwards that give ris o signficant potions of th deferred tax assrs are presented below:

‘Vear Ended December 31,
w0 2r
(i thousands)

Research and development credits 4464 3837

I

Intrest limiation 447 3995

Stock compensation 3378 2728

l

ialized escarch and en

l

lease right of-use assets (1.014) 1311

ess: Valuation alowance 786

l

“The folloing table summarizes changes i the valuation allowance fo the years ended December 31, 2022 and 2021:
o7
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ear Ended December 31,

F) Y
i thousands)

Beginning balance s 778§ 63,453

Net changes during he period 1599 15333

Ending balance 04776 § 78,786

As of Decerber 31, 2022, the Company had net operating loss (“NOL”) carrforwards of approximately $29.6 millon and $238.7 million availabe to reduce future axable income, if any,
forfederal and state income tax purposes, respectively. 1f not lized, he Company’sfederal NOL caryforward begins 0 expie in 2029, and the sate NOL caryforward began (0 expie in 2022.

As of December 31, 2022, the Company had credit carryforwards of approximately $3.8 milion and $3.3 millon available o reduce future axable income, if any, for both federal and sate
incomme tax purposes,respecively. The fderal credits egin to expie in 2029, nd the state crdits have no expiration dat.

“The Company updated it Section 382 ownership change analyss trough December 31, 2020 and determined tha the last ownership change was in February 2020 due 0 the follow-offering
“The analysis concluded that o aditional NOL caryforwards wil expire due o the Section 382 imitaton from the ownership change for both federal and sate tax purposes. The Company mainiains
the rduction of $1.4 milion of its NOL carryforwards.from the previous ownership change. The Campany has reviewed changes in the outstanding number of shares and cquity tansaciions for the
period January 1, 2021 through December 31, 2022 to determine i an additional ownership change occurred for Section 382 purposes. The Company reasonably believes no additional ownership
change occurred in the current year, however, noted there has been a material increas (o the equity shift. The Company will continually assss the need (0 update ts Section 382 ownership change.
analysis. An ownership change in the future could materally limit the Company’s bilt to utlze ts NOL carryforwards and other tax attributes.

On February 9, 2022, Governor Gavin Neswsom signed Callfornia Senate Bill 113 (SB 113) into law. The legislaion contains important Califonia tax law changes, including renstatement of
business tax credits and net NOL deductions imited by California Assembly Bill 85 which suspended the net operating loss deduction for certain tax payers from 2020 10 2022. The new ax law did
Dot impact the Company’stax provision due (0 is taxable lss posiion n the current year,

In August 2022, the Inflaton Reduction Act of 2022 ("IRA”) was sgned o law in the United Staes. The IRA created a new corporate slermativ minimum ax of 15% on adjusted financlal
Statement ncome and an excise tax o 19% of the value of certain stock repurchases. The provisions of the IRA will be efecave for priods beginning aftr December 31, 2022. The enaciment of the
IRA did not resolt in any materialacjustments (0 the Company's ncome tax provisions o et deferre tax assets a of December 31, 2022.

I December 2017, the Tas Cus and Jobs Act (TCIA) was signed into law, signifcantly reforming the Internal Revere Code of 1986, as amended (IRC). Beginring January 1, 2022, the
TCIA eliminated the option to decct research snd development expenditures i the current year and requires taxpayers o capitalize such expenses pursuant 1o Inernal Revenve Code (‘TRC")
Section 174, Th capialized expenses are amortized over a 5-year period for domestc expenses and a 15-year peiod for foreign expenses. As a resul of this provision of the TCIA, deferred tas
assets related (0 captalized research expenses ncreased by $2.5 millon.

“The Company accounts fo the uncertainty in income taxes by utlizing a comprehensive model for the recogition, measurement, presentation and disclosure in financial staements of any
incertan tax positions that have been taken or are expected to be taken n an income tax return, The changes inthe Companys uncertain income tax posiions or the years ended Decemnber 31, 2022
and 2021 consised ofthe following:

Year ended December 31,
o E
i thowsands)
Balance at beginning of the year s 2655 8 1513
Increasesrelated o tax positions taken prio o current year ) s a7

Increases relaed t0 current year'stx posions. 300
Balance atend of the year Sa
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The Company has elected (o recognize interest and penalies related (o uncertain tax posiions s a component of income tax expense. The Company has o accrued nterest elated (0
unrecogized tax benefits s of December 31, 202 and 2021, None of the Company's unrecognized tx benefits tha,if recognized, would affect it effctive tax rate for the years ended Decermber
31,2022 and 2021. The Company does not articipate the total amounts o unrecognized sx benefits willsignificanly Increase ordecrease i the next 12 months,

“The Company curretly has o federal, tate or foreign tax examinations in progress nor has it had any federal or state examinatons since nception. As a result of the Company's et operaing
loss carey forwards, all o i ax years are subjec o federal and sate tax examinaions,

%
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14, Related Party Transactions

On February 24, 2020, the Company entered intoa joint development agreemen (the “Development Agreement®) with SeaSpine Orthopedics Corporation (*SeaSpine”), which recently mensed
with Orthofix Medical, Inc, 1o develop a next generation device for sacropelvic fixation. M. Keith Valentine, who serves as the President, Chief Executive Officer and a member of the board of
direcors of SexSpine, also serves as a member of the Company's Board of Directors since August 2015. On Aprl 27, 2021, Addendum No. (0 the Development Agreement was entered 0 by and
between the Company and SeaSpine to extend cerain obligations a5 described under the Development Agreement (0 a consultan of the Company.

Pursuant o the development plan, SeaSpine shal use ressonble effors o asit in the development of the potential prodict offering, inclucing licensing certan exising intellectual propety 0
be incorporated nto such product. Under th terms of the Development Ageemen, the Company agreed o make monthly payments (0 SeaSpine (o reimburse for full tme resources employed by
SeaSpine respansible o conduct the development aciviie. For th years ended December 31, 2022 and 2021, the Company expensed $38,725 and $29,000, respectively, of reimbursement charges
rom SeaSpine. The reimbursement charges were recorded within research and development expense in the cansolidated statement of operations.

(Certain intllectsal propery developed pursuant (o the project plan will be owned by the Company, cerain intellectual property develaped pursuant 0 the project plan will be owned by
‘SexSpine, and other inellectual property developed pursuant 0 the projct plan will be Joindy owned by SeaSpine and the Company. The Company also agreed to provide SeaSpine a roalty-free,
worldwide, perpetual, non-exclusive license of cerain of the Company's intllectual property incorporated nto the product o be developed. The Company also agreed o pay SeaSpine a product
Foyalty, in‘an amount specifed in the Development Agreement, for each resuling product sold for a perod of 10 years beginning on the iniial market launch. The term of the Development
Agreement shll continue unil the expitation of all royalty terms, unless earlie terminated by eiher party, as provided for by the Development Agtcement, The Company recorded S0.1 million of
foyalty forthe year ended December 31, 2022. No roaltes were recorded n fiscal year 2021,

“The outstanding Hability to SeaSpine as of December 31, 2022 was $0.1 millon and was recorded within accounts payable and accrue labliis and osher in the consalidated balance sheet,
‘There was no outsianding liabiliy o SeaSpine as of December 31, 2021

15. Subsequent Events.

On January 6, 2023, the Company entered into a First Amendmen 10 Loan and Security Agreement the “Amendment®) with SVB, which amends the Company's SVB Term Loan pursuan
which the Company had  term loan facilty i an aggregate principal amount of $35.0 million (the “Original Loan Agreement” and with the Amendmen, collectively the “Amended Loan
Agreement’). Upon entry ito the Amended Loan Agreement, the Company borrowed $36.0 milion pursuant (0 a term loan (the "Term Loan'), which was substantally used to repay in ful the
350 millon term loan faclity outsanding under the Original Loan Agreement and secured & revolving credit facility in an agregate principal amount of up o $15.0 million (he “Revalver). The.
‘Amended Loan Agreement also includes an uncommitted accordion term loan in an aggrogate principal amount of up 10 $15.0 million, which accordion may be approved by SV, solely in it
discreion, upon the Company’s request.

“The Term Laan matures on December 1, 2027 (1he “Term Loan Maturity Date") Iterest on the Term Loan wil be payable manthly at a floating annual rate set at the greatr of the prime rate
as published in the Wall Stceet Journal plus 0.5% or 6.75%, Commencing on July 1, 2025, the Company wil be required o make monthly principal Term Loan amortzarion payments. A final fee
payment of 29% of the original principal amount of the Term Loan s due pon the earlier of the Term Loan Maturity Date, termination, acceleration by SV following an event of default, or
prepayment of the Term Loan. The Company may elect o prepay the Term Loan in whole prior o the Term Loan Maturity Date subject 0.a pepayment fee equal 2% of the principal amount of the
“Term Loan prepaid at such time. No prepayment fee would be e f the Term Loan i efinanced by SVE.

Pursuant (0 the terms of the Amended Loan Agreement, revolving loans may be borrowed, repad and reborrowed until the maturity date, which will be July 6, 2025 (the “Revolver Maturiy
Date"). Bartowings under the Revolver are based on 80% of eligible domestc accounts receivable borrowing base. teret on the outsanding balance of the Revolver will be payable monthly at a
oating annual rate s at the greate of the prime rae 35 published in the Wall Street Joural or 6.25%. Interest on borrowings is due monihly and any principal balance is due on the Revolver
‘Maturity Date, provided that when Revolver Advances are outsanding, i the event the Company does not maintan an adjusted quick rao of at least 15 10 1.0, then falling below such threshold will
allow SVB o apply accounts receivable collections 0 outsanding Revolver borrowings. The Company will pay a total commitment fee of $187,500 on account of the Revolver payable in
installments, butfully earned at close. The Company will also be required (0 pay a fee of $150,000 f it terminates the Amended Loan Aggecment ar Revolver prior to Revolver Maturity Date. No
termination fee eould be due fthe Revolver is replaced with a new fcilty with SVB. No amountsare outstanding under the Revlver a of the dae of this Report.
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In aditon to our implants and instruments, we also provide enabling technologies tht are cleared and comparble with Medronic's sugical navigaton systems and Medironic Mazor srgical
Fobots. W also market decortication and graft dlivery systms that alow surgeons o remove inira-articularcartiage and deliver lowable bone graft materials (0 the S1 joint

Market Opportunity

As a sactopelvic soluions company, our products have application across sacrofliac joint dysfunction and degeneration, spinopelvc fixation, and pelvic fractures. We estimate tht our total
addressable market inthe United States i approximately $3.0 billon,

‘Sacroiliac Joint Dysfunction and Degeneration

(Over 30 million American adults are estimated 10 have chronic Jower back pain. Studiesindicate that 15% to 30% af patients with chronic low back pain may have sympioms originating with
the sacroliaejoin. Our experience in both clinical trials and commercial setings indicate tha a east 30% of these patients may be candidate for surgica reatment with our implants. Based on our
market experience and interal estimats, and the assumpiion tha the average person sulfering from sacroilac oint dysfunction has been in pain for ive years, we estimae tha the potental market
forsacrolia joint fusion in the United States could be approximately 279,000 paients for & potental annual marke i the Urited States of approximately $2.4 illon.

Sactaliac joint patients may have experienced one or more events that have conributed 10 disrupiion and/or degeneration of the sacroiiac joini, such as pregaancy, fals, previous lumbar
surgery, automobile accidents, and aging, which may cause degeneration of the cushioning in the joim much like other joints. Patiens with sacroiliac joint dysfunction frequently experience
Sigificant pain simply from siting, sanding, or roling over in bed. The pain can be exacerbated with activity - when a patient walks or runs. We believe that approximately 65% of people who.
suffr from sacroiiac pain are women. Although several non-urgical reatments exit for sactollac foint pain, including physicaltherapy, oplates and non-steroidal an-{nflammatory medicatons,
intra-aricular injection of seroid medications and raio frequency ablation, tese reatments id na provide long-term pan or disability elif in our randomized controlled clinicl rias,

Adult Deformity and Degeneration

“To strengthen the base of spinal constructs, spine surgeons have been using longer and larger diameter pedicle screses i liac and sacro-alar lac raectoris. Third party data has shown tha the
use of pedicle screws to anchor 1o the pelvi has delivered sub-opimal patient outcomes resulting in revision surgeries. Acute set screw failure of sacro-ala iliac screws has been reported in
approximately 5% of cases. Screw loosening wihin the sacrumyilim is another common falure, occurring i 4-27% of cases and screw fracture has been reportd in up 10 20% of cass. Bullding on
our experience with the Bedrock technique which we introduced in 2019, we introduced iFuse Becrock Granite, a novel, paten-protecte device designed for the specifc demands of the sacro-peivic
anatomy at the end of spinal fusion constructs. We beleve there are over 30,000 surgeris involving fixation of five or more spinal segments tha involve fxation o the pelvis, which we estimate to
be an approximately $250 millon annual maket opportuniy.

Pelvic Trauma

(Current reatment options for pelvie fragility ractures are sub-optimal. Sacroplasy has high rates of cement leskage and therefore lacks consistent coverage by payors. Traditional trauma
sctews do not integrate with bone and therefore Ioosen in more than 20% of the cases in which they are used. As a resull most patents are prescribed bed-ret, nvolving significan capacity and
financial burdens on the healdh care system, and a one-year mortaliy rae range of 14%-27%. With the Introduction of 1Fuse-TORQ In 2021, we are specifically targedng the pelvic rauma market,
which e estimate to be an approximately S350 millon market opportuniy.

Clinical Evidence

Our riangular Fuse implantsare the only minimally invasive producis forsacrolia jont fusion commercally available i the United State tht, to our knowledge, aresupported by substantal
high-quality published evidence of safery, clinical effeciveness, durabiliy, and economic uiliy. The safer, ffectivencss and cost-effectiveness of our riangular iFuse implans are supported by
more than 100 publications and several large prospective clinicalstuie, including two randomized trial, o lrge prospective multcenter tias and one long-term follow-up study. Additonal long:-
term independent studies have reported follow-up data a fa out as ix years.
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Supplementary Data
Selected Quarterly Consolidated Financial Data (Unaudited)

Pursuant o the amendmens to ltem 302 of Regulation S-K, since we da ot have any material retrospective change 10 the satements of comprehensive incame for any of the quarters wihin the
w0 most recen isca years either indvidully o n the agaregate, we are o requred to disclos the quartrly financial data.

Schedule I1 - Voluation and Qualifying Accounts

All schedules are omitted because they are o applicable, or the required information s shown in the financialstatemens or nots thereto.
Htem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.
Ttem 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

‘We maintain disclosure controls and procedures tha are designed to ensure that information required o be disclosed in the report that we file or submit nder the Securites and Exchange Act
of 1934 i () recorded, processed, summarized and reported within the time periods specified in the SEC's rules an forms and (i) accumulated and communicated 10 0ur managemen, including our
(Chief Execuive Officer and Chief Financial Office,as appropriate o allow timely decision regarding required disclosure.

“The effectveness of any system of inermal control over financial eporin, including our, is subject (0 inherent limitations, including the exercise of judgment in designing, implementing,
operating, and evaluating the controls and procedures, and the inability o eliminate misconduct completely. Accordingly, any system of intermal control over financial reporting, ncluding ours, no.
matter how well designed and operate, can only provide reasonable, not absolute assurances. n additon, projections of any evaluation of effectiveness o future periods are subject o the risk that

controls may become nadequate because of changes in conditions, o that the degree of compliance with the poicies or procedures may deteiorate. We inend o continue 10 monitor and upgrade our
imtermal controls a necessary or appropriat for ur business but ot assure you that such improvements will be sufficient to provide us with effectiv internal control over financialreporing.

As of December 31, 2022, our management, it the paricipation of our Chief Executive Officer (“CEO?) and our Chief Financial Officer (“CFO”), have evaluated our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 150-15(e) under the Securities Exchange Act of 1934, as amended). Based on that evaluaton, our CEO and our CFO have concluded that, a5 of
December 31, 2022, ourdisclosure controls and procedures were effective at the reasonable assurance level,

Management's Report on Internal Control Over Financial Reporting

Our management is responsible for establishing, and maintaining adequate nternal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(1) under the Exchange Act),
‘Management conducted an assessment of the effeciveness of our internal conol over financial eporting as of December 31, 2022 based on the criteria set forth n “Interal Control-Integrated
Framework” (2013 framework) issued by the Commitee of Sponsoring Organizatons of the Treadway Commission (COSO). Based o this assessment, managemen has concluded that our nternal
conirol over financial reporting was effctive as of December 31, 2022 based on those criera. This Annual Report does not include an atesation report of our independent regisered public
accounting firm regarding interal conirol over financial reporting, Management’s report was not subject o attestation by our independent regisered public accouning firm because as a “small
reporing company” we are exempt rom Section 404(b) of the Sarbanes-Oxley Act of 2002

Changes in Internal Gontrol Over Financial Reporting.

“There have been no changes in our intemal control over financial reporting that accurred during the quarter ended December 31, 2022 that have materaly affected, or are reasonably lkely to
materially affec, our internal control over financal reportin.
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Item 9B, Other Information

None.
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applcable
PARTII

tem 10. Directors, Executive Officers and Corporate Governance

Information required by this fem wil be contained in our defiitive proxy statement o be filed with the Securiies and Exchange Commission an Schedule 144 in connection with our 2023
Annual Meeting of Stockholders, or the 2023 Proxy Statement, which will be filed not latr than 120 days aftr the end of our fiscal year ended December 31, 2022, under the headings
“Management” “Proposal 1 - Election of Ditectors,” “Information Regarding the Board of Directors and Corporate Governance”, and, if applicable, “Delinguent Section 16(a) Repors”, and is
incorporated herein by reference.

We have adopted a Code of Business Conduct and Eihics that apples to our offices, drectors and employees which is available on our website at wuww:si-bone.com. The Code of Business
‘Conduct and Ehics s intended 10 qualify as a “code of ethics” within the meaning of Section 406 of the Sarbanes-Oxley Act of 2002 and Item 406 of Regulation S-K. In additon, we itend 1o
prompy disclose on our websie in the future (1) the pature of any substanive amendment to our Code of Business Conduct and Ethics that applies to our principal executive oficer, principal
Financial officer,principal accounting officer or ontroler or persans performing similarfunctions and (2) the nature of any waiver, inluding,an implicit waiver, from a provision of our code of ethics
thatis granted to one of these specified affcers, the name of such person wha i granted the walver and the date of the waiver.

Htem 11, Executive Compensation.

“The information requred by this iem regarding executive compensation will be incorporated by reference to the information set forth i the sections tiled “Executive Compensaton” and
“Compensation of Non-Employee Board Members" i our 2023 Proxy Sttement.

Htem 12, Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

“The information required by this tem regarding security ownership of certain beneficial owners and management will be incorporated by reference 10 th information setforth i the sections
iled “Security Ownership of Certain Beneficial Owners and Management” and “Securities Authorized fo Issuance Under Eaquity Compensation Plans” in our 2023 Proxy Statement

Item 13, Certain Relationships and Related Transactions, and Director Independence.

“The information required by this item regarding cetain relatonships and related transactions and disecto independence wil be incorparated by reference ta the information set forth in the
sections iled “Certain Relatonships and Related Party Transactions” and “Information Regarding the Board of Directors and Corporate Governance”, tespectively, in our 2023 Proxy Statement.

Htem 14, Principal Accounting Fees and Services.

The information require by this tem regarding principal accountant fees and services will b incorporate by rference o the information setforth i the section ted “Principal Accountant
Fees and Services” in our 2023 Prosy Statement.
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PARTIV

Htem 15. Exhibits and Financial Statement Schedules.

(@) The following documents are filed as partof this repor

1. Financial Statemens

Information n response to this Item s included n Part 1, tem 8 of this Annual Report on Form 10-K.

2. Financial Statement Schedules

All schedules are omitted because they are ot applicable o the required information is shown i the financialsatements or notes thereto.

3. Exhibits

“The following exhibis, as required by lem 601 of Regulation S-K ar stached orincorporated by reference a sated belov

EXHIBITINDEX
Incorporaion By Refernce
i
Nomber Descripion Fom SEC Fil N0, e g Dae
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10LINS®  Inline XBRL Instance Document - the insiance document does not appear in the Iteractive
Data File becouse s XBRL (ags are embedded wihin the Inline XBRL document

101SCH*  Inline XBRL Taxonomy Extension Schema Document
10LCAL*  Inline XBRL Taxonomy Extension Calculaton Linkbase Document
10LDEF*  Inline XBRL Taxonomy Extension Definiton Linkbase Document
10LLAB*  Inline XBRL Taxonomy Extension Label Linkbase Document
101PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document
104 Cover Page Interactive Data File (formatted as Inline XBRL. and contained in Exhibit 101)
* Filed herewith.

% Furnished herewith. Exhibit 32.1 s being furnshed and shall ot be decmed 1o be “filed” [or purposes of Section 18 of the Securites Exchange Act o 1934, as amended (e “Exchange Act’),
or otherwise subject 10 the liability of thatsecton, nor shll such exhibit b deemed 1 be Incorporated by reference i any regisraton satement or other document iled under the Securtes Act
of 1933, a5 amended,or the Exchange Act,except as therwise specifically stated in such filing,

+ Indicates a management contract o compensatory plan

# Confidential treament has been granid withrespect o certai portions of thisexhibit, Omitied portions have been filed separately with the Securiies and Exchange Commission.

(6) We have i, o incorporated o this Annual Report on Form 10-K by reference, the exhibics isted on the Exhibit Index immediately abov.

(©)See liem 15(:)2 above.

Tem 16, Form 10K Summary.

Not provided.
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SIGNATURES

Pursuant (0 the requirements of Secton 13 or 15(d) of the Securities Exchange Actof 1934, the Registrant has dly caused this Report to be signed on it behal by the undersigned, thereunto duly
auborized.

SIBONE, Inc.

Date: March 2, 2023 By: 15/ Lawra A, Francis
Loura A. Francis
Chief Execuive Officer
(Duly Authorized Offcer and Principal Executive Officer)

SIBONE, Inc.

Date: March 2, 2023 By: 15 Anshul Maheshwari
‘Anshul Maheshwari
Chief Fnancial Officer
(Prncipal Financial and Accounting Officer)
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KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Laura A. Francis, and Michael A. Pisesky, and each of them, as his
or her tue and lawful atiomeys-in-fact and agents, each with the full power of substiuton, for him or her and i his or her name, place or sicad, in any and all capaciies, to sign any and all
‘amendments (o this Annual Report on Form 10-K, and t filethe same, with al exhiits theret and other documents in connecton therewith, with the Securities and Exchange Commission, grantng
o sad attorneys.in-fact and agents, and each of ther, full power and authority to do and perform each and every act an thing requiite and necessary 1 be done, a fully o all intents and purposes.
as he might or could do i person, hercby ratfying and confirming,all tha said attorneys-in-fact and agent, o their or his substtue or substtuts, may lawfully do or cause to be done by virtue
hereof,

Pursuant tothe requiremens of the Securities Exchange Act of 1934, this Report has been signed below by the following persons on behalf of the Regisiant in the capaciies and on the dates
indicated.

Sraure e Dae

1/ Laura A. Francis Chief Execuive Officer and Director March2, 2023

Py —— (Duly Authorized Oficer and Principal Executive Offcer

5/ Anshl Maheswar Chief Financial Offcer March2, 2023
yerpr— (Principal Finanial and Accourting Offcer)

/s Timothy E. Davis, I Lead Independent Directr, Director March2, 2023
Timothy E. Davis, .

IS Jeffrey W. Dunn Execuive Chairman, Director March2, 2023
Jeffrey W. Dunn

15 J0hn G. Freund, M.D. Directar March 2,023
Tohn G. Freund, M.D.

15 Jeryl L. Hilleman rector March2,2023

Jeryl L Hilleman

15 Gregory K. Hinckley Direcor March 2, 2023
Gregory K. Hinckley
¢ Helen Loh Director March 2, 2023
Helen Loh
Mika Nishimura Director March2, 2023

‘Mika Nishimura

i/ Keith . Valeniine Director March 2, 2023
Kelth C. Valentine
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SI-BONE, Inc.
2022 Non-Employee Directors’ Compensation Policy
‘Approved by the Board of Directors.
December 1,2022

Each member of the Board of Directors (the “Board”) who is not aso serving as an employee of SI-BONE, Inc. (the *Company”) or any ofis subsidiries (each such member, an
“Eligible Director”) will receive the compensation described in this Non-Employee Directors' Compensation Policy (ihe “Director Compensation Policy") for his or her Board
service. The Director Compensation Policy may be amended at any time in the sole discretion of the Board or the Compensation Commiltee of the Board.

Annual Cash Compensation

Each Eligible Director shall receive the cash compensation described below. The annual cash compensation amount set forth below is payable in equal quarterly installments,
payable in arrears on the last day of each fiscal quarter in which the service occurred. If an Eligible Director joins the Board or a committee of the Board (*Commitee”) at a time.
other than efecive as o the st day of  flscal quater, each annual retaine et fothbelow will b pro-tted based on days served i th applcable iscl yeat with hepro-ated
amount paid for the first fiscal quarter in which the Eligible Director provides the service, and regular full quarterly payments thereafter. All annual cash retainer fees are vested
upon payment..

1. Annual Board Service Retainer: $45,000 payable in cash (*Annual Retainer”)

2. Annual Committee Member /C}

. Member / Chairperson of the Audit Commitee: $10,000 / $20,000
b, Member/ Chairerson of the Compensation Committee: $7,000/ 15,000
. Member/ Chairperson of the N&CG Committee: $5,000 / $10,000
. Chair of the Board: $45,000

3. Annual Lead Independent Director Service Retainer

4. Lead Independent Director: $5,000

Equity Compensation

“The equity compensation set forth below will be granted under the SI-BONE, Inc. 2018 Equity Incentive Plan (the “Plan"), and will be documented on the applicable form of
equity award agreement most recently approved for use by the Board (or a duly authorized commitiee thereof) for Eligible Dircctors. Any stock options granted under the Director
‘Compensation Policy will be nonstatutory stock options, with an exercise price per share equal to 100% of the Fair Market Value (as defined in the Plan) of the underlying Common
Stk o th dae of gran, and  term of ten years from th de o grat (subect o arlie termination in connection wih  terminaion of sevice s provided in the Plan): Any
RSU grant provided for by this Director Compensation Policy that vests quarierly shall have quarterly vesting dates of March 15, June 15, September 15 and December 15 (the
“Quarterly Vesting Dates"), and any RSU Grant that vests annually shall vest on the earlie to occur of the one-year anniversary of the date of grant or the Company’s next Annual
General Meeting of ts stockholders.

1. Inital Share Grant: Upon first election to the Board, each Eligible Director will be granted, upon approval by the Board or Compensation Commitee of the Board, restricted
siock units having a value of $200,000 hased on the 30-day trailing average of the Company’s closing stock price (the “Initial RSU Grant”). The Initial RSU Grant will vest
quarterly over three years beginning on the Quarterly Vesting Date that follows the date of grant, such that the Initial RSU Grant will be fully vested on the next Quarterly Vesting
Date that follows thé third anniversary of the Eligible Directors first election o the Board, subject (o the Eligible Director’s Continuous Service on each applicable vesting date. In
addition, in the event of a Change in Control or a Corporate Transaction, any unvested portion of the Inital RSU
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Grant will fully vest and become excrcisable as of immediately prior to the effective time of such Change in Control or Corporate Transaction, subject to the Eligible Director’s
Continuous Service on the effective date of such transaction.

2. Additional RSU Granss: The Compensation Committee may review and approve additional equity grants 1o Eligible Directors on the date of each subsequent annual meeting.
‘At the frst Board meeling held following the Company’s annual stockholder meeting, each incumbent Eligible Director shall receive an annual RSU grant having an approximate.
value of $120,000 based o the 30-day ailing average of the Company’s closing stock price, which will vest approximately one year from the grant date (ihe *Additional Annual
RSU Grant”), subject o the Eligible Director’s Continuous Service on each applicable vesting date. In addition, in the event of a Change in Control or a Corporate Transaction, any
unvested portion of the Additional Annual RSU Grant will fully vest and become exercisable as of immediately prior (o the effective tme of such Change in Control or Corporate
Transaction, subject to the Eligible Director’s Continuous Service on the effective date of such transaction. Wth respec o any person who first becomes an Eligible Director after
the annual stockholder meeting of the preceding year, the Additional Annual RSU Grant shall be prorated based on the portion of the 12-month period prior to the annual
stockholder meeting that such person served as an Eligible Director. By way of example, if an Eligible Director joins the Board on March 15 and the annual stockholder meeting is
held June 15, she would receive an Additional Annual RSU Grant having an approximate value of $30,000 based on the 30-day trailing average of the Company’s closing stock.
price,

Annual Pay Limit

‘The aggregate value of all compensation granted or paid, as applicable, to any individual for service as an Eligible Director with respect to any calendar year, including equity
‘compensation awards granted and cash fees paid by the Company to such Eligible Director, will not exceed (i) $750,000 in total value or i) in the event such Eligible Director is
first appointed or elected to the Board during such calendar year, $1,000,000 n total value, in each case calculating the value of any equity awards based on the grant date fai value
of such equity awards for financial reporting purposes.

Philosophy

“The Director Compensation Policy is desiged to attract and retain experienced, talented individuals to serve on the Board. The Board anticipates that the Board, or a duly
authorized committee thereof, will generally review Eligible Director compensation on an annual basis on or about the date of the Company’s Annual General Mecting of its
Stackholders. The Director Compensation Policy, as amended from time to time, may take into account the time commitment expected of Eligible Directors, best pracices and
‘market rates in director compensation, the economic position of the Company, broader economic conditions, historical compensation structure, the advice of the compensation
consultant that the Compensation Committee or the Board may retain from time to time, and the potenial dilutive effect of equity awards on our stockholders,

Under the Director Compensation Policy, Eligible Directors receive cash compensation in the form of retainers to recognize their level of responsibiliy as well as the necessary
time commitment involved in serving in a leadership role and/or on Committees. Eligible Directors also receive equity compensation because we believe that stock ownership
Provides an incentive [0 act in ways that maximize long-term stockholder value. Further, we believe that stock-based awards are essential to attrcting and retaining talented Board
‘members. When stock options are granted, these stock options will have an exercise price at least equal t0 the Fair Market Value of Common Stock on the date of grant, so that stock
options provide a return only if the Fair Market Value appreciates over the period in which the stock option vess and remains exercisable. We believe that the vesting acceleration
provided in the case of a Change in Control or other Corporate Transaction is consistent with market practices and is critical to atracting and retaining high qualiy directors.
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EXHIBIT 10.29

CERTAIN INFORMATION IDENTIFIED BY “[###]” HAS BEEN EXCLUDED FROM THE EXHIBIT BECAUSE IT IS BOTH
NOT MATERIAL AND IS THE TYPE OF INFORMATION THAT THE REGISTRANT TREATS AS PRIVATE OR
CONFIDENTIAL.

FIRST AMENDMENT TO
LOAN AND SECURITY AGREEMENT

This First Amendment to Loan and Security Agreement (this “Amendment”) is entered into as of
January 6, 2023, by and between (i) SILICON VALLEY BANK, a California corporation (“Bank™), and
(ii) SI-BONE, INC., a Delaware corporation (“Borrower”).

RECITALS

A. Bank and Borrower have entered into that certain Loan and Security Agreement dated as
of August 12, 2021 (the “Existing Loan Agreement” the Existing Loan Agreement, as amended,
restated, amended and restated, modificd, or supplemented from time to time, the “Loan Agreement”).

B.  Bank has extended credit to Borrower for the purposes permitted in the Loan Agreement.

C.  Borrower has requested that Bank amend the Loan Agreement to make certain revisions.
to the Loan Agreement as more fully set forth herein,

D.  Bank has agreed to so amend certain provisions of the Loan Agreement, but only to the
extent, in accordance with the terms, subject to the conditions and in reliance upon the representations and
warranties set forth below.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing recitals and other good and valuable
consideration, the receipt and adequacy of which is hereby acknowledged, and intending to be legally
bound. the parties hereto agree as follows:

1. Definitions. Capitalized terms used but not defined in this Amendment shall have the
meanings given to them in the Loan Agreement.

% Amendments to Loan Agreement.

21 Exhibit A attached hereto, sets forth a clean copy of the Loan Agreement as
amended hereby.

22 Exhibit B attached hereto, shows deletions of the text in the Existing Loan
Agreement pursuant to this Amendment (including, to the extent included in such Exhibit B, each
Schedule or Exhibit to the Existing Loan Agreement), which are indicated by struek-through-text, and
insertions of text, which are indicated by bold. double-underlin

3. Representations and Warranties. To induce Bank to enter into this Amendment,
Borrower hereby represents and warrants to Bank as follows:

31 Immediately after giving effect to this Amendment (a) the representations and
warranties contained in the Loan Documents are true, accurate and complete in all material respects as of
the date hereof (except to the extent such representations and warranties relate to an earlier date, in which
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INSITE

Investigaion of Sacroiliac Fusion Treatment (“INSITE")is @ prospecive randomized controlled trial conducte i the US. 148 parients with chronic S join pain were randomly assigned to
immediate SI join fusion using iFuse implants or ndividually allored non-surgical management. In the SI join fusion group, large improvemens were seen in pain, disability relted to pain and
quality of life. In contrast, in the control group, only smal, clinically unimportant improvements i these parameters were observed. Moreover, ater six months, more than 90% of subjects sl
participatng in the non-surgcal group decided 0 cross over to I Jint fusion surgery, indicarlng that non-surgica restment provided ineffective rele of pain and disablity elted to pin. Two-ver
follow-up, published in International Journal of Spine Surgery in August 2016, showed sustaned improvements in pain, disabilty and quality of lie i the surgery group, with high levels of
satsfaction. An embedded cost-ffectveness analyss within INSITE, Clinicoeconomics and Outcomes Rescarch in December 2015, showed the procedure o be highly cos-ffectve for the
treatment of chronic S joint pain

it

IMIA iFuse Implant System Minimaly Invasive Arthrodesis (‘IMIA”) is a second prospective, randomized controlld trial of sacrollac join fusion using IFuse compared o non-surgical
management with a design very simila 0 that of INSITE. IMIA was conducted at nine centes in Europe. Results, published in Journal of Bone and Jont Surgery in March 2015, were very similat o
INSITE, with large, clinically important and statsically significant improvements I the SI joint fusion group and very few, clnically unimportant changes in the non-surgical control group.
Improvements in he surgery group were sustained at 24 months..

st
Sacralia Joint Fusion with iFuse Implant System (*SIFI"),is a prospective, multicenter single-arm clnica il conducted at 26 centers in the U.S. Eligibility citera and endpoints were

identical to INSITE. Results from SIFI, published in International Jourmal o Spine Surgery in April 2016, showed marked, immediate and sustained improvements in pain, disability and quality of
life smila o the above two sudies. Like the other studies, improvemens were sustained at 24 moths,

Lois

Subjects participating in INSITE and SIFI were entoled in a long-term follow-up study (“LOIS”). Five-year results, published in Medical Devices Evidence and Research in Aprl 2018,
shavwed susained improvements in pain, disability and qualty of e as well 2 a high satisfaction rate. Morcover, independent radiographic analysi showed a high rate of bony apposition o
implanis on both the sacral and lac sides (96%) as well a a high rate of S joint fusion (88% bridging bone) at five years, There were o reported adverse evenis elated to the stdy device or
procedure a five years.

sALLY

Study of Bone Growth in the Sacroiliac Joint After Minimally Tnvasive Surgery with Tianium Implants (-SALLY") is another prospective single-am clinical study of the same patient
populaion (chronic SI joint pain) who underwent S jont usion using {Fuse-3D. Twoyear resuts, published in Medical Devices Evidence and Research in June 2021, showed similar improvements
in pain, disability and quality of Iife compared 1 pror studies of iFuse-30) as well as CT evidence of earie fusion of the SI jont. The study also showed marked reduction in opioid use and
improvement in objectve functional tests. The five year fllow-up i sarting and expected o be completed in e 2024,

sivia

1 Joint Stabilizaion in Long Fusion tothe Pelvis: Randomized Controlled Tril (“SILVIA®)is an ongoing prospective randomized tial of iFuse-3D placement during mulilevel spine fusion
with fixtion to the pelvis. The target patient populaton of tis trial s patients undergoing multilevel spine fusion surgery primarily for degeneraive scoliosis of the spine. Al participants undergo.
pelvic fixation. At random, approximately 50% of partcipants are asigne o additional placement of IFuse-3D inthe sacro-lar-iac trajectory using the Berock technique. The goalof this sudy is

o show that placement of iFuse-3D in the Bectock configuraton reduces he rate of postoperative S1 jint pain and improves the ongeviy of pelvic fixation hardware, falures of which ae farly
‘common. Enrollment in this ial was completed in 2022 and follow-up Is on going. Long:term results are expected 0 be completed in 2024.

SAFFRON

We are curentdy enrolling subjects in Sacral Fracture Fusion/Tixation for Rapid Rehabiltation ('SAFFRON') a prospective randomized controled tria comparing pelvi fractre fixation and
St joint fusion using our Fuse- TORQ device with non-surgical management i patients with debiliating sactalfagiliy or nsufficiency fracures, We anticpate rsults o be available in late 2024,

7
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case they are true and correct as of such date), and (b) no Event of Default has occurred and is continuing;

32 Borrower has the power and authority to execute and deliver this Amendment
and to perform its obligations under the Loan Agreement, as affected by this Amendment;

33 The organizational documents of Borrower delivered to Bank on the Effective
Date remain true, accurate and complete and have not been amended, supplemented or restated and are
and continue to be in full force and effect;

34 The exccution and delivery by Borrower of this Amendment and the performance
by Borrower of its obligations under the Loan Agreement, as affected by this Amendment, have been duly
authorized;

35 The exccution and delivery by Borrower of this Amendment and the performance
by Borrower of its obligations under the Loan Agreement, as affected by this Amendment, do not and will
not contravene () any law or regulation binding on or affecting Borrower, (b) any contractual restriction
with a Person binding on Borrower, (c) any order, judgment or decree of any court or other governmental
or public body or authority, or subdivision thercof, binding on Borrower, or (d) the organizational
documents of Borrower, or applicable consents or waivers have been obtained:

3.6 The execution and delivery by Borrower of this Amendment and the performance
by Borrower of its obligations under the Loan Agreement, as affected by this Amendment, do not require
any order, consent, approval, license, authorization or validation of, or filing, recording or registration
with, or exemption by any governmental or public body or authority, or subdivision thereof, binding on
Borrower, except as already has been obtained or made; and

3.7 This Amendment has been duly executed and delivered by Borrower and is the
binding obligation of Borrower, enforceable against Borrower in accordance with its terms, except as
such enforceability may be limited by bankruptcy, insolvency, reorganization, liquidation, moratorium or
other similar laws of general application and equitable principles relating to or affecting creditors” rights.

4. Updated Perfection Certificate. Borrower has delivered an updated Perfection
Certificate dated as of the date hereof in connection with this Amendment (the “Updated Perfection
Certificate”), which Updated Perfection Certificate shall supersede in all respects that certain Perfection
Certificate delivered to Bank on the Effective Date. Borrower and Bank acknowledge and agree that all
references in the Loan Agreement to the “Perfection Certificate™ shall hercinafter be deemed to be a
reference to the Updated Perfection Certificate.

5. Integration. This Amendment and the Loan Documents represent the entire agreement
about this subject matter and supersede prior negotiations or agreements. All prior agreements,
understandings, representations, warranties, and negotiations between the parties about the subject matter
of this Amendment and the Loan Documents merge into this Amendment and the Loan Documents.

6. Counterparts. This Amendment may be exccuted in any number of counterparts and all
of such counterparts taken together shall be deemed to constitute one and the same instrument.

7 Effectiveness. As a condition precedent to the effectiveness of this Amendment and
Bank’s obligation to make further Credit Extensions, Bank shall have received the following prior to or
concurrently with this Amendment, each in form and substance satisfactory to Bank:

7.0 The due exccution and delivery to Bank of this Amendment by each party
thereto;

72 copies, certified in a certificate exceuted by a duly authorized officer of
Borrower, to be truc and complete as of the date of such certificate, of cach of (i) the governing
documents of Borrower, as in effect on the date of such certificate, (ii) the resolutions of Borrower
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authorizing the execution and delivery of this Amendment, all documents exeeuted by it in connection
herewith, and Borrower’s performance of all of the transactions contemplated hereby, and (jii) an
incumbency certificate giving the name and bearing a specimen signature of cach individual who shall be
so authorized;

7.3 agood standing certificate of Borrower, certified by the Secretary of State of the
state of formation of Borrower, and cach jurisdiction in which Borrower is qualified to do business
required by Bank, dated as of a date no earlier than thirty (30) days prior to the date hercof;

74 repayment of all Obligations constituting Term Loan Advances (as defined in the
Existing Loan Agreement) outstanding immediately prior to the First Amendment Effective Date;

75 certified copies, dated as of a recent date, of UCC and other lien searches of
Borrower, as Bank may request and which shall be obtained by Bank, accompanied by written evidence
(including any UCC termination statements) that the Liens revealed in any such searched cither (i) will be
terminated prior to or in connection with this Amendment, or (ii) will constitute Permitted Liens;

7.6 the Updated Perfection Certificate of Borrower;

7.7 Borrower’s payment of Bank’s legal fees and expenses incurred in connection
with this Amendment; and

78 such other documents as Bank may reasonably request to effectuate the terms of
this Amendment.

8. Governing Law. This Amendment and any claim, controversy, dispute or cause of action
(whether in contract or tort or otherwise) based upon, arising out of o relating to this Amendment and the
transactions contemplated hereby and thereby shall be governed by, and construed in accordance with, the
laws of the State of California, without giving effect to any choice or conflict of law provision or rule
(whether of the State of California or any other jurisdiction).

[Signature page follows.]





image227.png




image228.jpeg
IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed and
delivered as of the date first written above.

N S | BORROWEI B
| |
SILICON VALLEY BANK | SI-BONE, INC.
| | |
By: /s/ Mark Davis ‘ By: /s/ Anshul Maheshwari
Name: Mark Davis | Name: Anshul Maheshwari

| Title: Senior Vice President | Title: CFO
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EXHIBIT A

[Attached.]
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LOAN AND SECURITY AGREEMENT

This LOAN AND SECURITY AGREEMENT (this “Agreement”) is dated as of the Effective Date
between SILICON VALLEY BANK, a California corporation (“Bank”), and the borrower listed on Schedule 1
hereto (“Borrower”). The parties agree as follows:

8 LOAN AND TERMS OF PAYMENT
L1 Term Loan Advance.

(1) Availability. Subject to the terms and conditions of this Agreement, on or about the First
Amendment Effective Date or, Bank shall make one (1) term loan advance to Borrower in an original principal amount
equal (o the Term Loan Availability Amount (the “Term Loan Advance”) which shall be used to (i) refinance the
Term Loan Advance (as defined in the Agreement prior to the First Amendment Effective Date) outstanding as of the
First Amendment Effective Date, (ii) satisfy the Final Payment (as defined in the Agreement prior to the First
Amendment Effective Date). which is with respect to the Term Loan Advance (as defined in the Agreement prior to
the First Amendment Effective Date), and (iii) thereafter, used for working capital purposes. Bank and Borrower
acknowledge and agree that prior to the First Amendment Effective Date, the amount Borrower accrued and owed to
Bank in connection with the Final Payment (as defined in the Agreement prior to the First Amendment Effective Date)
was Two Hundred Seventy Four Thousand Nine Hundred Ninety Dollars and 88/100 ($274.990.88). After repayment
(in whole or in part), the Term Loan Advance may not be reborrowed.

Additionally, at any time during the applicable draw period agreed to by Borrower and Bank, Borrower may
request that Bank make additional term loan advances available to Borrower in an aggregate original principal amount
of up to Fifteen Million Dollars ($15.000,000) (the “Uncommitted Accordion”). Bank. in its sole and absolute
discretion, may grant or deny any such request from Borrower for a term loan advance under the Uncommitted
Accordion. If, and only if, Bank, in its sole discretion, agrees to provide any additional term loan advance(s) to
Borrower under the Uncommitted Accordion, each such term loan advance shall each be considered a “Term Loan
Advance” hereunder and added to the definition thereof; provided that the terms of the making of any advance under
the Uncommitied Accordion shall be outlined in an amendment to this Agreement to be entered into by the parties
hereto.

(b)  Repayment. Borrower shall repay the Term Loan Advance as set forth in Schedule I hereto.
All outstanding principal and accrued and unpaid interest under the Term Loan Advance, and all other outstanding
Obligations with respect to such Term Loan Advance, are due and payable in full on the Term Loan Maturity Date.

(c)  Permitted Prepayment. Borrower shall have the option to prepay all, but not less than all,
of the Term Loan Advance, provided Borrower (i) delivers written notice to Bank of its election 10 prepay the Term
Loan Advance at least five (5) Business Days prior to such prepayment, and (ii) pays, on the date of such prepayment
(A) the outstanding principal plus accrued and unpaid interest with respect to the Term Loan Advance, (B) the
applicable Prepayment Fee, if any, (C) the Final Payment, and (D) all other sums, if any, that shall have become due
and payable with respect to the Term Loan Advance, including interest at the Default Rate with respect to any past
due amounts.

(d) Mandatory Prepayment Upon an Acceleration. If the Term Loan Advance is accelerated
by Bank following the occurrence and during the continuance of an Event of Default, Borrower shall immediately pay
1o Bank an amount equal 1o the sum of (i) all outstanding principal plus acerued and unpaid interest with respect to
the Term Loan Advance, (ii) the applicable Prepayment Fee, if any, (ii) the Final Payment, and (iv) all other sums, if
any, that shall have become due and payable with respect to the Term Loan Advance, including interest at the Default
Rate with respect to any past due amounts,

LLA  Revolving Line.
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(@ Availability. Subject to the terms and conditions of this Agreement and to deduction of
Reserves, Bank shall make Advances under the Revolving Line upon Borrower's request not exceeding the
Availability Amount. Amounts borrowed under the Revolving Line may be prepaid or repaid as set forth on
Schedule I hereto.

(b)  Termination; Repayment. The Revolving Line terminates on the Revolving Line Maturity
Date, at which time the outstanding principal amount of all Advances, the accrued and unpaid interest thereon, and ail
other outstanding Obligations relating to the Revolving Line shall be immediately due and payable.

LIB  Overadvances. If, at any time, the sum of the ageregate outstanding principal amount of any
Advances exceeds the lesser of (i) the Revolving Line or (i) the Borrowing Base, Borrower shall immediately pay to
Bank in cash the amount of such excess (such excess, the “Overadvance”). Without limiting Borrower’s obligation
0 repay Bank any Overadvance, at Bank’s sole option, Borrower shall pay Bank interest on the outstanding amount
of any Overadvance, on demand, at a rate per annum equal to the rate that is otherwise applicable to Advances plus
three percent (3.0%).

12 Paymentof Interest on the Credit Extensions.

(@) Interest Payments.

() Advances. Interest on the pri
as set forth on Sehedule | hereto

ipal amount of cach Advance is payable

(i) Term Loan Advances. Interest on the outstanding principal amount of
each Term Loan Advance is payable as set forth on Schedule I hereto.

(b)  Interest Rate.

() Advances. Subject to Section 1.2(c), the outstanding principal amount
of any Advance shall accrue interest as set forth on Schedule I hereto.

(i))  Temm Loan Advances. Subject to Section 12(c), the outstanding
principal amount of the Term Loan Advance shall accrue interest as set forth on Schedule I hereto.

(i) Alldn Rate. Notwithstanding any terms in this Agreement to the
contrary, if at any time the interest rate applicable to any Obligations is less than zero percent (0.0%), such interest
rate shall be deemed to be zero percent (0.0%) for all purposes of this Agreement.

(c)  Default Rate. Immediately upon the occurrence and during the continuance of an Event of
Default, the outstanding Obligations shall bear interest at a rate per annum which is three percent (3.0%) above the
rate that is otherwise applicable thereto (the “Default Rate”), unless Bank otherwise elects, in its sole discretion, o
impose a lesser increase or no inerease. Fees and expenses which are required to be paid by Borrower pursuant to the
Loan Documents (including, without limitation, Bank Expenses) but are not paid when due shall bear interest until
paid at a rate equal to the highest rate applicable to the Obligations. Payment or acceptance of the increased interest
rate provided in this Section 1.2(c) is not a permitted alternative to timely payment and shall not constitute a waiver
of any Event of Default or otherwise prejudice or limit any rights or remedies of Bank

(@) Adjustment to Interest Rate. Each change in the interest rate applicable to any amounts
payable under the Loan Documents based on changes to the Prime Rate shall be effective on the effective date of any
change to the Prime Rate and to the extent of such change.

(¢)  Interest Computation. Interest shall be computed as set forth on Schedule 1 hereto. In
computing interest, the date of the making of any Credit Extension shall be included and the date of payment shall be
excluded; provided, however, that if any Credit Extension is repaid on the same day on which it is made, such day
shall be included in computing interest on such Credit Extension
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13 Feesand Expenses. Borrower shall pay to Bank:

(a)  Prepayment Fee. The Prepayment Fee, if and when due hereunder, which shall be fully
eamed and non-refundable as of the applicable prepayment date; provided, however, if Borrower refinances the Term
Loan Advance with another credit facility from Bank, Bank shall waive the Prepayment Fee;

(b)  Final Payment. The Final Payment, when due hereunder, which shall be fully carned and
non-refundable as of such date, provided however, for the avoidance of doubt, the Final Payment due under the terms
of this original Agreement with respect to the original Term Loan Advances shall be pro-rated and accrued and payable
only through the date such original Term Loan Advances are repaid on or around the First Amendment Effective Date,
in accordance with Section 1.1(a);

() Revolving Line Commitment Fee. A fully eamed, as of the First Amendment Effective
Date, non-refundable commitment fee as set forth on Schedule I hereto; and

(@) Termination Fee. Upon termination of this Agreement or the termination of the Revolving,
Line for any reason prior to the Revolving Line Maturity Date, in addition to the payment of any other amounts then-
owing, a termination fee in an amount equal to One Hundred Fifty Thousand Dollars ($150,000), which shall be fully
eamed and non-refundable as of such date: provided that no termination fee shall be charged if the credit facility
hereunder is replaced with a new facility from Bank;

(¢)  Bank Expenses. All Bank Expenses incurred through and after the First Amendment
Effective Date, when due (or, if no stated due date, upon demand by Bank). Borrower has paid to Bank a good faith
deposit of Seventy-Five Thousand Dollars ($75,000) (the “Good Faith Deposit”). in connection with the First
Amendment, to initiate Bank’s due diligence review process. The Good Faith Deposit will be applied to Bank
Expenses as of the Effective Date.

Unless otherwise provided in this Agreement or in a separate writing by Bank, Borrower shall not be entitled
10 any credit, rebate, or repayment of any fees camned by Bank pursuant to this Agreement notwithstanding any
termination of this Agreement or the suspension or termination of Bank's obligation to make loans and advances
hereunder. Bank may deduct amounts owing by Borrower under the clauses of this Section 1.3 pursuant to the terms
of Section 1.4(c). Bank shall provide Borrower written notice of deductions made pursuant to the terms of the clauses
of this Scction 1.3

14 Payments; Application of Payments; Debit of Accounts.

(@) All payments (including prepayments) to be made by Borrower under any Loan Document
shall be made in immediately available funds in Dollars, without setofT, counterclaim, or deduction, before 12:00 p.m.
Pacific time on the date when due. Payments of principal and/or interest received after 12:00 p.m. Pacific time are
considered received at the opening of business on the next Business Day. When a payment is due on a day that s not
a Business Day, the payment shall be due the next Business Day, and additional fees or interest, as applicable, shall
continue to acerue until paid.

(b)  Subject to the payment terms of this Agreement and Section 8.4, Bank has the exclusive
right in its reasonable discretion to determine the order and manner in which all payments with respect to the
Obligations may be applied. Borrower shall have no right to specify the order or the accounts to which Bank shall
allocate or apply any payments required to be made by Borrower to Bank o otherwise received by Bank under this
Agrecment when any such allocation or application is not specified elsewhere in this Agreement.

(c)  Bank may debit the Designated Deposit Account (or if insufficient funds are contained
therein, or if an Event of Default has occurred and is continuing, any of Borrower's other accounts at Bank), for
principal and interest payments or any other amounts Borrower owes Bank when as and when due under this
Agreement. These debits shall not constitute a set-of,

L5 Changein Circumstances.
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(@) Increased Costs. If any Change in Law shall: i) impose, modify or deem applicable any
reserve, special deposit, compulsory loan, insurance charge or similar requirement against assets of, deposits with or
for the account of, or advances, loans or other credit extended or participated in by, Bank, (if) subject Bank to any
Taxes (other than (A) Indemnified Taxes, (B) Taxes described in clauses (b) through (d) of the definition of Excluded
Taxes, and (C) Connection Income Taxes) on its loans, loan principal, letters of credit, commitment, or other
obligations, or its deposits, reserves, other liabilities or capital attributable thereto, or (iii) impose on Bank any ofher
condition, cost or expense (other than Taxes) affecting this Agreement or Credit Extensions made by Bank, and the
result of any of the foregoing shall be to increase the cost to Bank of making, converting to, continuing or maintaining
any Credit Extension (or of maintaining its obligation to make any such Credit Extension), or to reduce the amount of
any sum received or receivable by Bank hereunder (whether of principal, interest or any other amount) then, upon
written request of Bank, Borrower shall promptly pay to Bank such additional amount or amounts as will compensate
Bank for such additional costs incurred or reduction suffered.

(b)  Capital Requircments. If Bank determines that any Change in Law affecting Bank
regarding capital or liquidity requirements, has or would have the effect of reducing the rate of return on Bank's capital
as a consequence of this Agreement, the Revolving Line, any term loan facility, or the Credit Extensions made by
Bank 0 a level below that which Bank could have achieved but for such Change in Law (taking into consideration
Bank’s policies with respect to capital adequacy and liquidity), then from time to time upon written request of Bank,
Borrower shall promptly pay to Bank such additional amount or amounts as will compensate Bank for any such
reduction suffered.

(c)  Delayin Requests. Failure or delay on the part of Bank to demand compensation pursuant
o this Section 1.5 shall not constitute a waiver of Bank's right to demand such compensation: provided that Borrower
compensate Bank pursuant to subsection (a) for any increased costs incurred or reductions suffered more than nine (9)
months prior to the date that Bank notifies Borrower of the Change in Law giving rise to such increased costs or
reductions (except that i the Change in Law giving rise to such increased costs or reductions is retroactive, then the
nine (9) month period shall be extended to include the period of retroactive effect).

16 Taxes

(1)  Payments Free of Taxes. Any and all payments by or on account of any obligation of
Borrower under any Loan Document shall be made without deduction or withholding for any Taxes, except as required
by Applicable Law. If any Applicable Law (as determined in the commercially reasonable discretion of Borrower)
requires the deduction or withholding of any Tax from any such payment by Borrower. then (i) Borrower shall be
entitled to make such deduction or withholding, (if) Borrower shall timely pay the full amount deducted or withheld
to the relevant Governmental Authority in accordance with Applicable Law, and (iii) if such Tax is an Indemnified
Tax, the sum payable by Borrower shall be increased as necessary so that after such deduction or withholding has
been made (including such deductions and withholdings applicable to additional sums payable under this Section 1.6)
Bank receives an amount equal to the sum it would have received had no such deduction or withholding been made.

(b)  Payment of Other Taxes by Borrower. Without limiting the provisions of subsection (a)
above, Borrower shall timely pay any Other Taxes to the relevant Govemmental Authority in accordance with
Applicable Law.

(¢)  Tax Indemnification. Without limiting the provisions of subsections (a) and (b) above,
Borrower shall, and does hereby, indemnify Bank, within ten (10) days after demand therefor, for the full amount of
any Indemnified Taxes (including Indemnified Taxes imposed or asserted on or attributable to amounts payable under
this Section 1.6) payable or paid by Bank or required to be withheld or deducted from a payment to Bank and any
reasonable expenses arising therefrom or with respect thereto, whether or not such Indemnified Taxes were correctly
orlegally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such payment
or liability delivered to Borrower by Bank shall be conclusive absent manifest error.

(d)  Evidence of Payments. As soon as practicable after any payment of Taxes by Borrower to
a Governmental Authority pursuant to this Section 1.6, Borrower shall deliver to Bank a certified copy of a receipt
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issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or
other evidence of such payment reasonably satisfactory to Bank.

(© Status of Bank. If Bank (including any assignee or successor) is entitled to an exemption
from or reduction of withholding tax with respect to payments made under any Loan Document, it shall deliver to
Borrower, at the time or times reasonably requested by Borrower, such properly completed and executed
documentation reasonably requested by Borrower as will permit such payments to be made without withholding or at
a reduced rate of withholding. In addition, Bank, if reasonably requested by Borrower, shall deliver such other
documentation prescribed by Applicable Law or reasonably requested by Borrower as will enable Borrower to
determine whether or not Bank is subject to backup withholding o information reporting requirements. Without
limiting the generality of the foregoing, Bank shall deliver whichever of IRS Form W-9, IRS Form W-SBEN-E, IRS
Form W-SECI or IRS Form W-8IMY is applicable, as well as any applicable supporting documentation or
certifications. If a payment made to Bank under any Loan Document would be subject to U.S. federal withholding
Tax imposed by FATCA if Bank were to fail to comply with the applicable reporting requirements of FATCA
(including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code. as applicable). Bank shall
deliver to Borrower at the time or times prescribed by law and at such time or times reasonably requested by Borrower
such documentation prescribed by Applicable Law (including as prescribed by Section 1471(b)3)(C)(i) of the Internal
Revenue Code) and such additional documentation reasonably requested by Borrower as may be necessary for
Borrower to comply with its obligations under FATCA and to determine that Bank has complied with its obligations
under FATCA or to determine the amount, if any, to deduct and withhold from such payment. Solely for purposes of
the preceding sentence, “FATCA” shall include any amendments made to FATCA after the date of this Agreement.

() Treatmentof Certain Refunds. If Bank determines, in its sole discretion exercised in good
faith, that it has received a refund of any Taxes as to which it has been indemnified pursuant to this Section 1.6
(including by the payment of additional amounts pursuant to this Section 1.6), it shall pay to Borrower an amount
equal to such refund (but only to the extent of indemnity payments made under this Section 1.6 with respect 10 the
Taxes giving rise to such refund). net of all out-of-pocket expenses (including Taxes) of Bank and without interest
(other than any interest paid by the relevant Governmental Authority with respect to such refund). Borrower, upon
the request of Bank, shall repay to Bank the amount paid over pursuant to this paragraph (f) (plus any penalties, interest
or other charges imposed by the relevant Governmental Authority) in the event that Bank is required to repay such
refund to such Governmental Authority. Notwithstanding anything to the contrary in this paragraph (f), in no event
will Bank be required to pay any amount to Borrower pursuant o this paragraph (f) the payment of which would place
Bank in a less favorable net after-Tax position than Bank would have been in if the Tax subject o indemnification
and giving rise 10 such refund had not been deducted, withheld or otherwise imposed and the indemnification payments
or additional amounts with respect to such Tax had never been paid. This paragraph () shall not be construed to
require Bank to make available its Tax returns (or any other information relating to its Taxes that it deems confidential)
10 Borrower or any other Person.

L7 Procedures for Borrowing.

(@) Advances. Subject to the prior satisfaction of all other applicable conditions to the making
of an Advance set forth in this Agreement (which must be satisfied no later than 12:00 p.m. Pacific time on the
applicable Funding Date), to obtain an Advance, Borrower (via an individual duly authorized by an Administrator)
shall notify Bank (which notice shall be irrevocable) by 12:00 p.m. Pacific time on the Funding Date of the Advance.
Such notice shall be made through Bank’s online banking program, provided, however, if Borrower is not utlizing
Bank’s online banking program, then such notice shall be in a written format acceptable to Bank that is executed by
an Authorized Signer. In connection with any such nofification, Borrower shall deliver to Bank by electronic mail or
through Bank’s online banking program such reports and information, including without limitation, accounts
receivable aging reports, as Bank may reasonably request. Bank shall have received satisfactory evidence that the
Board has approved that such Authorized Signer may provide such notices and request Advances (which requirement
may be deemed satisfied by the prior delivery of Borrowing Resolutions o a secretary’s certificate that certifies as to
such Board approval).

(b)  Term Loan Advances. Subject to the prior satisfaction of all other applicable conditions o
the making of the Term Loan Advance set forth in this Agreement (which must be satisfied no later than 12:00 p.m.
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Pacific time on the applicable Funding Date), to obtain the Term Loan Advance, Borrower shall notify Bank (which
notice shall be irrevocable) by 12:00 p.m. Pacific time on the Funding Date of the Term Loan Advance. Such notice
shall be made by electronic mail o by telephone and, together with any such notification, Borrower shall deliver to
Bank by electronic mail a completed Payment/Advance Form exccuted by an Authorized Signer. Bank may rely on
any telephone notice given by a person whom Bank reasonably believes is an Authorized Signer. Borrower will
indemnify Bank for any loss Bank suffers due to such reasonable belief or reliance. Bank shall have reccived
satisfactory evidence that the Board has approved that such Authorized Signer may provide such notices and request
such Term Loan Advance (which requirement may be deemed satisfied by the prior delivery of Borrowing Resolutions
or a secretary’s certificate that certifies as to such Board approval).

() Bank shall credit proceeds of a Credit Extension to the Designated Deposit Account. Bank
may make Advances and Term Loan Advances under this Agreement based on instructions from an Authorized Signer
or without instructions if such Advances or Term Loan Advances are necessary to meet Obligations which have
become due.

CONDITIONS OF CREDIT EXTENSIONS

21 Conditions Precedent to Initial Credit Extension. Bank’s obligation (o make the initial Credit
Extension is subject o the condition precedent that Bank shall have received. in form and substance satisfactory to
Bank, such documents, and completion of such other matters, as Bank may reasonably deem necessary or appropriate,
including, without limitation:

(@) duly exceuted Loan Documents;

() aduly executed Control Agreement with U.S. Bank;

(c)  the Operating Documents of Borrower and its Subsidiaries and long-form good standing
certificates of Borrower certified by the Secretary of State of the State of Delaware and the Secretary of State (o
equivalent agency) of each other jurisdiction in which Borrower is qualified to conduct business, in each case as of a
date no earlier than thirty (30) days prior to the Effective Date;

() acentificate duly exccuted by a Responsible Officer or secretary of Borrower with respect

to Borrower's (i) Operating Documents and (i) Borrowing Resolution:

() aduly exccuted payoffletter from Solar Capital;

() evidence that (i) the Liens securing Indebtedness owed by Borrower to Solar Capital will
inated and (ii) the documents andior filings evidencing the perfection of such Liens, including without
limitation any financing statements and/or control agreements, have or will, concurrently with the initial Credit
Extension, be terminated;

() centified copies, dated as of a recent date, of searches for financing statement filed in the
central filing office of the State of Delaware, accompanied by writien evidence (including any UCC termination
statements) that the Liens indicated in any such financing statements cither constitute Permitted Liens or have been
or, in connection with the initial Credit Extension, will be terminated or relcased;

(h)  aduly exccuted Perfection Certificate of Borrower;

() aduly executed landlord's consent in favor of Bank for Borrower’s leased location at 471
EI Camino Real, Suite 101, Santa Clara, CA 95050;

() alegal opinion of Borrower’s counsel dated as of the Effective Date;

(k) with respect to initial Advance, a completed Borrowing Base Certificate;
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() the completion of the Initial Audit with respect to the initial Advance;

(m)  evidence satisfactory to Bank that the insurance policies and endorsements required by
Section 5.8 hereof are in full force and effect, together with appropriate evidence showing lender loss payable and
additional insured clauses or endorsements in favor of Bank; and

() payment of the fees and Bank Expenses then duc as specified in Section 1.3 hercof.

22 Conditions Precedent to all Credit Extensions. Bank’s obligation to make each Credit Extension,
including the initial Credit Extension, i subject to the following conditions precedent

(1) receipt of Borrower's Credit Extension request and the related materials and documents as,
required by and in accordance with Section 1.7;

(b)  the representations and warranties in this Agreement shall be true and correct in all material
respeets as of the date of any Credit Extension request and as of the Funding Date of each Credit Extension: provided.
however, that such materiality qualificr shall not be applicable to any representations and warranties that already are
qualified or modified by materiality in the text thereof; and provided, further that those representations and warranties
expressly referring to a specific date shall be true and correct in all material respects as of such date, and no Default
or Event of Default shall have oceurred and be continuing or result from the Credit Extension. Each Credit Extension
is Borrower’s representation and warranty on that date that the representations and warranties in this Agreement
remain true and correct in all material respects; provided, however, that such materiality qualifier shall not be
applicable to any representations and warrantis that already are qualificd or modified by materiality in the text thercof;
and provided, further that those representations and warranties expressly referring to a specific date shall be true and
correct in all material respects as of such date; and

() aMaterial Adverse Change shall not have occurred.
23 Covenant to Deliver.

(1) Borrower shall deliver to Bank cach item required to be delivered to Bank under this
Agreement as a condition precedent to any Credit Extension. A Credit Extension made prior to the receipt by Bank
of any such item shall not constitute a waiver by Bank of Borrower's obligation to deliver such item, and the making
of any Credit Extension in the absence of a required item shall be in Bank’s sole dis

3. CREATION OF SECURITY INTEREST
31 Grantof Security Interest.
() Bormower hereby grants Bank, to scure the payment and performance in full of al of the

Obligations, a continuing security interest in, and pledges to Bank, the Collateral, wherever located, whether now
owned or hereafter acquired or arising, and all proceeds and produets thereof.

() Borrower acknowledges that it previously has entered, or may in the future enter, into Bank
Services Agreements with Bank. Regardless of the terms of any Bank Services Agreement, Borrower agrecs that any
amounts Borrower owes Bank thereunder shall be deemed to be Obligations hereunder and that it is the intent of
Borrower and Bank to have all such Obligations secured by the first priority perfected security interest in the Collateral
granted herein (subject to Permitted Liens).

32 Authorization to File Financing Statements. Borrower hereby authorizes Bank (o file financing

ing the Collateral, without notice to Borrawer, with all jurisdictions deemed necessary or appropriate
by Bank to perfect or protect Bank’s interest or rights hereunder, including a notice that any disposition of the
Collateral, by either Borrower o any other Person, in contravention of the terms of this Agreement shall be decmed
o0 violate the rights of Bank under the Code. Such financing statements may indicate the Collateral
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33 Termination. If this Agreement is terminated, Bank’s Lien in the Collateral shall continue until
the Obligations (other than inchoate indemnity obligations) are repaid in full in cash. Upon paymentin full in cash of
the Obligations (other than inchoate indemity obligations) and at such time as Bank's obligation to make Credit
Extensions has terminated, Bank shall, at Borrower’s sole cost and expense, promptly terminate its security interest
in the Collateral and all rights therein shall automatically revert to Borrower, and Bank shall, upon request from
Borrower and at Borrower’s sole cost and expense, promptly deliver to Borrower written evidence of the termination
of such liens and any other documents reasonably necessary to terminate such liens. In the event (a) all Obligations
(other than inchoate indemnity obligations), except for Bank Services, are satisfied in full, and (b) this Agreement is
terminated, Bank shall terminate the security interest granted herein upon Borrower providing cash collateral
acceptable to Bank in its commercially reasonable discretion for Bank Services, if any. In the cvent such Bank
Services consist of outstanding Letters of Credit, Borrower shall provide to Bank cash collateral in an amount equal
10 at least (i) one hundred and five percent (105.0%) of the face amount of all such Letters of Credit denominated in
Dollars and (ii) one hundred and fifieen percent (115.0%) of the Dollar Equivalent of the face amount of all such
Letters of Credit denominated in a Foreign Currency, plus, in each case, all interest, fees, and costs due or estimated
by Bank to become due in connection therewith, to secure all of the Obligations relating to such Letters of Credit.

4. REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants as follows:
41 DueOrganization, Authorization: Power and Authority.

(1) Borower and each of its Subsidiaries are each duly existing and in good standing as a
Registered Organization in their respective jurisdiction of formation and are qualified and licensed to do business and
is in good standing in any other jurisdiction in which the conduct of their respective business or their ownership of
property requires that they be qualified except where the failure to do so could not reasonably be expected to have a
material adverse effect on Borrower's business or operations.

(b)  All information set forth on the Perfection Certificate pertaining to Borrower and each of
its Subsidiaries is true and correct in all material respects (it being understood and agreed that Borrower may from
time to time update certain information in the Perfection Certficate after the First Amendment Effective Date to the
extent permitted by one or more specific provisions in this Agreement and the Perfection Certificate shall be deemed
0 be updated to the extent such notice is provided to Bank of such permitted update).

() The execution, delivery and performance by Borrower and cach of its Subsidiaries of the
Loan Documents to which it is a party have been duly authorized, and do not (i) conflict with any of Borrower's or
any such Subsidiary’s organizational documents, (i) contravene, conflict with, constitute a default under or violate
any material Applicable Lavw, (i) contravene, conflict with or violate any applicable order, writ, judgment, injunction,
decree, determination or award of any Governmental Authority by which Borrower or any of its Subsidiaries or any
of their property or assets may be bound or affected, (iv) require any action by, filing, registration, or qualification
with, or Governmental Approval from, any Governmental Authority (except such Govemmental Approvals which
have already been obtained and are in full force and effect), or () conflict with, contravene, consttute a default or
breach under, or result in or permit the termination or acceleration of, any material agreement by which Borrower or
any of its Subsidiaries is bound, or applicable consents or waivers have been obiained. Neither Borrower nor any of
its Subsidiaries are in default under any material agreement to which it is a party or by which it is bound in which the
default could reasonably be expected to have a material adverse effect on Borrower’s or any of its Subsidiary’s
business or operations (taken as a whole).

42 Collateral.

(1) The security interest granted herein is and shall at al times continue to be a first priority
perfected security interest in the Collateral (subject to Permitted Liens). Borrower has good title to, rights in, and the
power to transfer cach item of the Collateral upon which it purports to grant a Lien hereunder, free and clear of any
and all Liens except Permitted Liens.
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(b)  Borrower has no Collateral Accounts at or with any bank or financial institution other than
Bank or Bank’s Affiliates except for the Collateral Accounts described in the Perfection Certificate delivered to Bank
in connection herewith and which Borrower has taken such actions as are necessary 1o give Bank a perfected security
interest therein, 10 the extent that perfection is required pursuant to the terms of Section 5.9(a). The Accounts are
bona fide, existing obligations of the Account Debtors.

() The Collateral is not n the possession of any third party bailee (such as a warchouse) except
as otherwise provided in the Perfection Certificate or as permitted pursuant (o Section 6.2 (other than laptops and other
portable electronic items used in the ordinary course of business). None of the components of the Collateral shall be
maintained at locations other than as provided in the Perfection Certificate or as permitted pursuant to Section 6.2
(other than laptops and other portable electronic items used in the ordinary course of business).

@ Allinventory is in all material respects of good and marketable quality, free from material
defects.

(¢)  Borrower owns, or possesses the right to use to the extent reasonably necessary in its
business, all Intellectual Property, licenses and other intangible assets that are used in the conduct of its business
operations as now operated, except to the extent that such failure to own or possess the right to use such asset would
not reasonably be expected to have a material adverse effect on Borrower’s business or operations, and no such asset,
1o the best knowledge of Borrower, conflits with the valid Intellectual Property, license, or intangible asset of any
other Person to the extent that such conflict could reasonably be expected 1o have a material adverse effect on
Borrower's business or operations.

() Exceptas noted on the Perfection Certificate (as updated from time to time in accordance
with this Agreement) or for which notice has been given to Bank pursuant to and in accordance with Section 5.11(b),
Borrower is not a party to, nor is it bound by, any Restricted License.

43 Accounts Receivable.

(@) Forcach Account included in the most recent Borrowing Base Statement, on the date such
related Advance is requested and made, such Account shall be an Eligible Account.

(b) Al statements made and all unpaid balances appearing in all invoices, instruments and
other documents evidencing the Eligible Accounts are and shall be true and correct and all such invoices, instruments
and other documents, and all of Borrower's Books are genuine and in all respects what they purport to be. Al sales
and other transactions underlying or giving rise to cach Eligible Account shall comply in all material respects with all
Applicable Law. Borrower has no knowledge of any actual or imminent Insolvency Proceeding of any Account
Debtor whose accounts are Eligible Accounts in any Borrowing Base Statement. To Borrower's knowledge, all
signatures and endorsements on all documents, instruments, and agreements relating to all Eligible Accounts are
genuine, and all such documents, instruments and agreements are legally enforceable in accordance with their terms.

44 Litigation. Other than as set forth on the Perfection Certificate delivered around the First
Amendment Effective Date, and as disclosed to Bank pursuant to Section 5.3, there are no actions, investigations or
proceedings pending or, to the knowledge of any Responsible Officer, threatened in writing by or against Borrower
or any of its Subsidiaries that could reasonably be expected to result in liability of more than, individually or in the
ageregate, Seven Hundred Fifty Thousand Dollars ($750,000).

45 Financial Statements; Financial Condition. All consolidated financial statements for Borrower
and any of its Subsidiaries delivered to Bank by submission 0 the Financial Statement Repository or otherwise
submitted to Bank fairly present in all material respects Borrower's consolidated financial condition and Borrower's
consolidated results of operations as of the dates thereof and for the periods covered thereby, subject, in the case of
unaudited financial statements, to normal year-end adjustments and the absence of footnote disclosures. There has
not been any material deterioration in Borrowers consolidated financial condition since the date of the most recent
financial statements submitted to the Financial Statement Repository or otherwise submitted to Bank.
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46 Solveney. The fair salable value of Borrower's consolidated assets (including goodwill minus
position costs) exceeds the fair value of Borrower's liab orrower is not left with unreasonably small capital
after the transactions in this Agreement; and Borrower and Borrower and each of its Subsidiaries (taken as a whole)
are able to pay their debis (including trade debts) as they mature.

47 Regulatory Compliance. Borrower is not an “investment company” or a company “controlled” by
an “investment company” under the Investment Company Act of 1940, as amended. Borrower is not engaged as one
of its important activities in extending credit for margin stock (under Regulations X, T and U of the Federal Reserve
Board of Governors). Borrower and cach of its Subsidiaries (a) have complied in all material respects with all
Applicable Law. and (b) have not violated any Applicable Law the violation of which could reasonably be expected
to have a material adverse effect on Borrower’s business or operations. Borrower and cach of its Subsidiaries have
duly complied with, and their respective facilities, business, assets, property, leascholds, real property and Equipment
are in compliance with, Environmental Laws, except where the failure to do so could not reasonably be expected to
have a material adverse effect on Borrower's business or operations; there have been no outstanding citations, notices
or orders of non-compliance issued to Borrower or any of its Subsidiaries or relating to their respective facilities,
businesses, assets, property, leascholds, real property or Equipment under such Environmental Laws Borrower and
each of its Subsidiaries have obtained all consents, approvals and authorizations of, made all declarations or filings
with, and given all notices 1o, all Governmental Authorities that are necessary to continue their respective businesses
as currently conducted, except where the failure to obtain or make or file the same would not reasonably be expected
10 have @ material adverse efect on Borrower's business or operations.

48 Subsidiaries; Investments. Borrower does not own any stock, partnership, or other ownership
interest or other equity securities except for Permitted Investments.

49 TaxReturns and Payments; Pension Contributions.

(1) Borrower and each of its Subsidiaries have timely filed, or submitted extensions for, all
required tax returns and reports, and Borrower and each of its Subsidiaries have timely paid, or submitted extensions
for, all forcign, federal, state and local taxes, assessments, deposits and contributions owed by Borrower and each of
its Subsidiaries except (i) to the extent such taxes are being contested in good faith by appropriate proceedings
promptly instituted and diligently conducted, so long as such reserve or other appropriate provision, if any, as shall be
required in conformity with GAAP shall have been made therefor, or (i) if such taxes, assessments, deposits and
contributions do not, individually or i the aggregate, exceed Fifty Thousand Dollars ($50,000). Borrower is unaware
of any claims or adjustments proposed for any of Borrower's or any of its Subsidiary's prior tax years which could
result in additional taxes becoming due and payable by Borrower or any of ts Subsidiaries in excess of Fifly Thousand
Dollars ($50,000) in the aggregate.

(b)  Borrower and each of ts Subsidiarics have paid all amounts necessary to fund all present
pension, profit sharing and deferred compensation plans in accordance with their terms, and neither Borrower nor any
of its Subsidiaries has withdrawn from participation in, and has not permitted partial or complete termination of., or
permitted the occurrence of any other event with respect to, any such plan which could reasonably be expected to
result in any material liability of Borrower or any of its Subsidiaries, including any liability to the Pension Benefit
Guaranty Corporation or s successors or any other Governmental Authority.

410 Full Disclosure. No written representation, warranty or other statement of Borrower or any of its
Subsidiaries in any report, certificate or written statement submitted o the Financial Statement Repository or
otherwise submitted to Bank, as of the date such representation, warranty, or other statement was made, taken together
with all such written reports. written certificates and written statements submitted to the Financial Statement
Repository or otherwise submitted to Bank, contains any untrue statement of a material fact or omits to state a material
fact necessary 1o make the statements contained in the reports, certificates or written statements not misleading in light
of the circumstances under which they were made (it being recognized by Bank that the projections and forecasts
provided by Borrower or any of its Subsidiaries in good faith and based upon reasonable assumptions are not viewed
as facts and that actual results during the period or periods covered by such projections and forecasts may differ from
the projected or forecasted resuls).
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411 Sanctions. Neither Borrower nor any of its Subsidiaries is: (a) i violation of any Sanctions; or (b)
a Sanctioned Person. Neither Borrower nor any of its Subsidiaries, o, to Borrower's knowledge, its directors, officers,
employees, agents or Affliates: (i) conducts any business or engages in any transaction or dealing with any Sanctioned
Person, including making or receiving any contribution of funds, goods or services to or for the benefit of any
Sanctioned Person; (il deals in, or otherwise engages in any transaction relating to, any property or interests in
property blocked pursuant to any Sanctions: (i) engages in or conspires o engage in any transaction that evades or
avoids, or has the purpose of evading or avoiding, or attempts (o violate, any of the prohibitions set forth in any
Sanctions; or (iv) otherwise engages in any transaction that could cause Bank to violate any Sanctions,

5 AFFIRMATIVE COVENANTS
Borrower shall do all of the following:

51 Use of Proceeds. Cause the proceeds of the Credit Extensions to be used solely as follows: (a) for
Credit Extensions that occur prior to the First Amendment Effective Date, (i) as working capital, (ii) to fund its general
business purposes. or (iii) repayment and payoff of Solar Capital and not for personal, family, household or agricultural
purposes, and (b) for Credit Extensions that occur on or after the First Amendment Effective Date, (x) as working
capital, (y) to fund its general business purposes, or (z) repayment of all Obligations consfituting Term Loan Advances
(as defined in the Agreement prior to the First Amendment Effcctive Date) outstanding immediately prior to the First
Amendment Effective Date.

52 Government Compliance.

(a)  Maintain its and all of its Subsidiaries” legal existence (except as permitted under Section
6.3 with respect to Subsidiaries only) and good standing in their respective jurisdictions of formation and maintain
qualification in each jurisdiction in which the failure to so qualify would reasonably be expected to have a material
adverse effect on Borrower's business or operations. Borrower shall comply, and have each Subsidiary comply, in all
material respects, with all material laws, ordinances and regulations to which it is subject.

(b)  Obuain all of the Governmental Approvals necessary for the performance by Borrower and
each of its Subsidiaries of their obligations under the Loan Documents to which it is a party, including any grant of a
security interest in the Collateral to Bank. Borrower shall promptly provide copies of any such obtained Governmental
Approvals to Bank upon Bank’s request.

53 Financial Statements, Reports. Deliver to Bank by submitting to the Financial Statement
Repository:

(a)  Borrowing Base Statement. Only when Advances are outstanding or are being requested
by Borrower, a Borrowing Base Statement (and any schedules related thereto and including any other information
reasonably requested by Bank with respect to Borrower’s Accounts) (i) no later than Friday of each week when a
Streamline Period is not in effect, (i) within thirty (30) days after the end of each month when a Streamline Period is
in effect, and (iii) with each request for an Advance;

(b)  Accounts Receivable Information. Only when Advances are outstanding or are being
requested by Borrower, within thirty (30) days after the end of each month, (i) monthly accounts receivable agings,
aged by invoice date, (ii) monthly accounts payable agings, aged by invoice date, and outstanding or held check
registers, if any, (iif) monthly reconciliations of accounts receivable agings (aged by invoice date), transaction reports,
Deferred Revenue report, and general ledger;

© uarterly Financial Statements. No later than forty-five (45) days after the last day of cach
of the first three fiscal quarters of Borrower's fiscal year, a company prepared consolidated and consolidating balance
sheet and income statement covering Borrower’s and each of its Subsidiary’s operations for such quarter in a form
reasonably acceptable to Bank (the “Quarterly Financial Statements™); provided that year-end Quarterly Financial
Statements shall be delivered no later than ninety (90) days afier the last day of each fiscal year of Borrower;
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(@ Compliance Statement. Within forty-five (45) days after the last day of each of the first
three fiscal quarters of Borrower (and no later than ninety (90) days after the last day of each fiscal year of Borrower),
together with the statements set forth in Section 5.3(c), a duly completed Compliance Statement, confirming that as
of the end of such month, Borrower was in full compliance with all of the terms and conditions of this Agreement,
and setting forth calculations showing compliance with the financial covenants set forth in this Agreement and such
other information as Bank may reasonably request, except as noted therein;

(¢)  Annual Operating Budget and Financial Projections. Within thirty (30) days after the end
of each fiscal year of Borrower, and within thirty (30) days of any material updates or amendments thereto, (i) annual
operating budgets (including income statements, balance sheets and cash flow statements, by month) for the then-
current fiscal year of Borrower, and (i) annual financial projections for the then-current fiscal year (on a quarterly
basis), in each case as approved by the Board, together with any material related business forecasts used in the
preparation of such annual financial projections;

() Annual Audited Financial Statements. As soon as available, and in any event within one
hundred and eighty (150) days following the end of Borrower’s fiscal year, audited consolidated financial statements
prepared under GAAP, consistently applied, together with an unqualified opinion on the financial statements from an
independent certified public accounting firm reasonably acceptable to Bank:

(®)  SECFilings. In the event that Borrower or any of its Subsidiaries becomes subject to the
reporting requirements under the Exchange Act within five (5) Business Days of filing, notification of the filing and
copies of all periodic and other reports, proxy statements and other materials filed by Borrower and/or any of its
Subsidiaries or any Guarantor with the SEC, any Govemmental Authority succeeding to any or all o the functions of
the SEC or with any national securities exchange, or distributed to its sharcholders, as the case may be. Documents
required to be delivered pursuant to the terms hereof (to the extent any such documents are included in materials
otherwise filed with the SEC) may be delivered electronically and if so delivered, shall be deemed to have been
delivered on the date on which Borrower or any of ts Subsidiaries posts such documents, or provides a link thereto,
on Borrower's or any of its Subsidiaries’ website on the internet at Borrower's or any of its Subsidiaries’ website
address; provided, however, Borrower shall notify Bank in writing within five (5) Business Days (which may be by
electronic mail) of the posting of any such documents;

(h) Security Holder and Subordinated Debt Holder Reports. Within five (5) Business Days of
delivery, copies of all material statements, reports and notices made generally available to Borrowers security holders
or to any holders of Subordinated Debt (solely in their capacities as security holders or holders of Subordinated Debt
and not in any other role);

Beneficial Ownership Information. Prompt written notice of any changes to the beneficial
ownership information set out in Section 14 of the Perfection Certificate. Borrower understands and acknowledges
that Bank relies on such true, accurate and up-to-date beneficial ownership information to meet Bank’s regulatory
obligations to obtain, verify and record information about the beneficial owners of its legal entity customers;

() Legal Action Notice. Prompt written notice upon becoming aware of any legal actions,
investigations or proceedings pending or threatened in writing against Borrower or any of its Subsidiaries (not
otherwise already disclosed on the Perfection Certificate delivered around the First Amendment Effective Date) that
could reasonably be expected t0 result in damages or costs to Borrower or any of its Subsidiaries of, individually or
in the aggregate, Seven Hundred Fifty Thousand Dollars ($750,000) or more;

() Tort Claim Notice. If Borrower shall acquire a commercial tort claim with a value that
could reasanably be expected to exceed Five Hundred Thousand Dollars ($500.000). Borrower shall promptly notify
Bank in a writing signed by Borrower of the general details thereof and, if so requested by Bank, grant to Bank in
such writing a security interest therein and in the proceeds thereof, all upon the terms of this Agreement, with such
writing to be in form and substance reasonably satisfactory to Bank;

() Govemment Filings. Within five (5) Business Days after the same are sent by Borrower
or received by Borrower, copies of all material correspondence, reports, documents and other filings by Borrower or
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any of its Subsidiaries with any Governmental Authority regarding compliance with or maintenance of Govemmental
Approvals or Applicable Law, in each case that could reasonably be expected to have a material effect on any of the
Governmental Approvals material to the business of Borrower;

(m)  Registered Organization. If Borrower s not a Registered Organization as of the Effective
Date but later becomes one, promptly notify Bank of such occurrence and provide Bank with Borrower's
organizational identification number;

(1) Default. Prompt written notice of the occurrence of a Default or Event of Default; and
(0)  OtherInformation. Promptly, from time to time, such other financial information regarding

Borrower or any of its Subsidiaries or compliance with the terms of any Loan Documents as reasonably requested by
Bank.

Any submission by Borrower of a Compliance Statement, or any other financial statement submitted to the Financial
Statement Repository pursuant to this Section 5.3 or otherwise submitied to Bank shall be deemed to be a
representation by Borrower that (i) as of the date of such Compliance Statement, or other financial statement, the
information and calculations set forth therein are true and correct in all material respects, (ii) as of the end of the
compliance period set forth in such submission, Borrower is in complete compliance with all required covenants
except as noted in such Compliance Statement, or other financial statement, as applicable, except as noted in such
Compliance Statement or other financial statement, as applicable: (iii) as of the date of such submission, no Events
of Default have occurred or are continuing, (iv) all representations and warranties other than any representations or
warranties that are made as of a specific date in Section 4 remain true and correct in all material respects as of the date
of such submission except as noted in such Compliance Statement, or other financial statement, as applicable, (v) as
of the date of such submission, Borrower and each of its Subsidiaries has timely filed all required tax retums and
reports, and Borrower has timely paid all foreign, federal,state and local taxes, assessments, deposits and contributions
owed by Borrower except as otherwise permitted pursuant to the terms of Section 4.9, and (vi) as of the date of such
submission, no Liens have been levied or claims made against Borrower or any of its Subsidiaries relating to unpaid
emplayee payroll or benefits of which Borrower has not previously provided written notification to Bank.

54 Accounts Receivable.

(@) Schedules and Documents Relating to Accounts. Only when Advances are outstanding or
are being requested by Borrower, Borrower shall deliver to Bank transaction reports and schedules of collections, as
provided in Section 5.3(b), on Bank’s standard forms; provided, however, that Borrower’s failure to execute and
deliver the same shall not affect or limit Bank’s Lien and other rights in all of Borrower’s Accounts, nor shall Bank’s.
failure to advance or lend against a specific Account affect or limit Bank’s Lien and other rights therein. If requested
by Bank, Borrower shall furnish Bank with copies (or, at Bank’s request, originals) of all contracts, orders, invoices,
and other similar documents, and all shipping instructions, delivery reccipts, bills of lading, and other evidence of
delivery, for any goods the sale or disposition of which gaverise to such Accounts. In addition, Borrower shall deliver
to Bank, on its request, the originals of all instruments, chattel paper, security agreements, guarantees and other
documents and property evidencing or scuring any Accounts, in the same form as received, with all necessary
indorsements, and copies of all credit memos.

(b)  Disputes. Borrower shall prompily notify Bank of all disputes or claims relating to
Accounts that continue for more than thirty (30) days and are with respeet to an amount in excess of Two Hundred
Thousand Dollars ($200.000) in the aggregate at such time. Borrower may forgive (completely or partially),
compromise, or settle any Account for less than payment in full, or agree to do any of the foregoing so long as (i)
Borrower does 5o in good faith, in a commercially reasonable manner. in the ordinary course of business, in arm’s-
length transactions, and reports the same to Bank i the regular reports provided to Bank; (i) no Event of Default has
oceurred and is continuing; and (iii) there shall not be an Overadvance afier taking into account all such discounts,
settlements and forgivenes:

(c)  Collection of Accounts. Within sixty (60) days of the First Amendment Effective Date,
Borrower shall direct Account Debtors to deliver or transmit all proceeds of Accounts into a lockbox account, or such
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other “blocked account” as specified by Bank (cither such account, the “Cash Collateral Account”). Whether or not
an Event of Default has occurred and is continuing, Borrower shall immediately deliver all payments on and proceeds
of Accounts to the Cash Collateral Account. Subject to Bank’s right to maintain a reserve pursuant to Section 5.4(d),
all amounts received in the Cash Collateral Account shall be (i) when a Streamline Period is not in effect, applied to
immediately reduce the Obligations under the Revolving Line (unless Bank, in its sole discretion, at times when an
Event of Default exists, elects not to so apply such amounts). or ii) when a Streamline Period is in effect, transferred
by Bank on a daily basis to Borrower's operating account with Bank. Borrower hereby authorizes Bank to transfer to
the Cash Collateral Account any amounts that Bank reasonably determines are proceeds of the Accounts (provided
that Bank is under no obligation to do so and this allowance shall in no event relieve Borrower of its obligations
hereunder).

(@) Reserves. Notwithstanding any terms in this Agreement to the contrary, at times when a
Default or an Event of Default exists, Bank may hold any proceeds of the Accounts and any amounts in the Cash
Collateral Account that are not applied to the Obligations pursuant to Section 5.4(c) above (including amounts
otherwise required to be transferred to Borrower’s operating account with Bank) as a reserve to be applied to any
Obligations regardless of whether such Obligations are then due and payable.

()  Retums. Provided no Event of Default has occurred and is continuing, if any Account
Debtor returns any Inventory to Borrower, Borrower shall promptly (i) determine the reason for such return, ii issue
a credit memorandum to the Account Debtor in the appropriate amount in accordance with Borrower's customary
business practices, and (ii) provide a copy of such credit memorandum to Bank, upon request from Bank. In the event
any attempted return oceurs after the occurrence and during the continuance of any Event of Default, Borrower shall
hold the returned Inventory in trust for Bank, and immediately notify Bank of the return of the Inventory.

() Verifications; Confirmations; Credit Quality: Notifications. Bank may, from time to time,
(i) verify and confirm directly with the respective Account Debtors the validity, amount and other matters relating to
the Accounts,either in the name of Borrower or Bank or such other name as Bank may choose, and notify any Account
Deblor of Bank's securiy interest in such Account and/or (if) conduct a credit check of any Account Deblor (o approve
any such Account Debtor's credit.

(% No Liability. Bank shall not be responsible or liable for any shortage or discrepancy in,
damage 10, or loss o destruction of, any goods, the sale or other disposition of which gives rise o an Account, or for
any error, act, omission, or delay of any kind occurring in the settlement, failure to settle, colleetion or filure to collect
any Account, or for settling any Account in good faith for less than the full amount thercof, nor shall Bank be deemed
1o be responsible for any of Borrower's obligations under any contract or agreement giving rise to an Account.
Nothing herein shall, however, relieve Bank from liability for its own gross negligence or willful misconduct,

55  Remittance of Proceeds. Except as otherwise provided in Section 5.4(c) and Section 7.1, deliver,
in kind, all proceeds arising from the disposition of any Collateral to Bank in the original form in which received by
Borrower not later than the following Business Day after receipt by Borrower, to be applied to the Obligations (a)
prior to an Event of Default, pursuant to the terms of Section 5.4(c) hereof, and (b) after the occurrence and during
the continuance of an Event of Default, pursuant to the terms of Section 8.4 hereof; provided that, if no Event of
Default has occurred and is continuing, Borrower shall not be obligated to remit to Bank the proceeds of the sale of
worn out or obsolete Equipment disposed of by Borrower in good faith in an arm’s length transaction for an aggregate:
purchase price of One Hundred Thousand Dollars ($100,000) or less (for all such transactions in any fiscal year).
Borrower agrees that it will not commingle proceeds of Collateral with any of Borrower’s other funds or property, but
will hold such proceeds separate and apart from such other funds and property and in an express trust for Bank.

Nothing in this Section 5.5 limits the restrictions on disposition of Collateral set forth elsewhere in this Agreement.

56 Taxes; Pensions.

(a)  Timely file, and require cach of its Subsidiaries to timely file (in cach case, unless subject
to a valid extension). all required tax returns and reports and timely pay, and require each of its Subsidiaries to timely
pay. or file extensions for, all foreign, federal, state and local taxes, assessments, deposits and contributions owed by
Borrower and each of its Subsidiaries, except for (deferred payment of any taxes contested pursuant o the terms of
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Section 4.9(a) hereof, and shall deliver to Bank, on demand, appropriate certificates attesting to such payments, and
pay, and require each of its Subsidiaries to pay, all amounts necessary to fund all present pension, profit sharing and
deferred compensation plans in accordance with their terms.

(b)  Tothe extent Borrower or any of ts Subsidiaries defers payment of any contested taxes in
excess of Fifty Thousand Dollars ($50,000), (i) notify Bank in writing of the commencement of, and any material
development in, the proceedings, and (i) post bonds or take any other steps required to prevent the Govermental
Authority levying such contested taxes from obtaining a Lien upon any of the Collateral that s other than a “Permitted
Lien”

57 Access to Collateral; Books and Records. At reasonable times, on five (5) Business Days’ notice
(provided no notice is required if an Event of Default has occurred and is continuing), Bank, or its agents, shall have
the right to_inspect the Collateral and the right to audit and copy Borrower’s Books. The Initial Audit shall be
completed within ninety (90) days afier the First Amendment Effective Date, and Borrower shall cooperate with Bank
in order to timely complete same. Thereafter, (i) when Streamline Period is in effect, such inspections and audits shall
be conducted no more often than once every twelve (12) months, unless an Event of Default has occurred and is
continuing, in which case such inspections and audits shall oceur as often as Bank shall determine is necessary and
(ii) when Streamline Period is not in effect, such inspections and audits shall be conducted no more often than once
every six (6) months (or as frequently as Bank determines in its sole discretion that conditions warrant), unless an
Event of Default has occurred and i continuing, in which case such inspections and audits shall oceur s often as
Bank shall determine is necessary. The foregoing inspections and audits shall be conducted at Borrower's expense
and the charge therefor shall be One Thousand Dollars ($1,000) per person per day (or such higher amount as shall
represent Bank’s then-current standard charge for the same), plus reasonable out-of-pocket expenses. In the event
Borrower and Bank schedule an audit more than cight (8) days in advance, and Borrower cancels or sceks to or
reschedules the audit with less than cight (8) days written notice to Bank, then (without limiting any of Bank's rights
or remedies) Borrower shall pay Bank a fee of Two Thousand Dollars (52,000) plus any out-of-pocket expenses
incurred by Bank to compensate Bank for the anticipated costs and expenses of the cancellation or rescheduling.

58 Insurance.
(1) Keep its business and the Collateral insured for risks and in amounts standard for
companies in Borrower’s industry and location and as Bank may reasonably request. Insurance policies shall be in a

form, with financially sound and reputable insurance companies that are not Affiliates of Borrower, and in amounts
that are reasonably satisfactory to Bank.

(b) Al property policies shall have a lender's loss payable endorsement showing Bank as
lender loss payee. All liability policies shall show, or have endorsements showing, Bank as an additional insured.
Bank shall be named as lender loss payee and/or additional insured with respect to any such insurance providing
coverage in respect of any Collateral.

(c)  Ensure that proceeds payable under any property policy are, at Bank's option, payable to
Bank on account of the Obligations. Notwithstanding the foregoing, (a) so long as no Event of Default has occurred
and is continuing, Borrower shall have the option of applying the proceeds of any casualty policy up to One Million
Dollars ($1,000.000) in the aggregate for all losses under al casualty policies in any one year, toward the replacement
or repair of destroyed or damaged property; provided that any such replaced or repaired property (i) shall be of equal
or like value as the replaced or repaired Collateral and (ii) shall be deemed Collateral in which Bank has been granted
a first priority security interest, and (b) after the occurrence and during the continuance of an Event of Default, all
proceeds payable under such casualty policy shall, at the option of Bank, be payable to Bank on account of the
Obligations.

(@ At Bank’s request, Borrower shall deliver certified copies of insurance policies and
evidence of all premium payments. Each provider of any such insurance required under this Section 5.:86.5 shall
agree, by endorsement upon the policy or policies issued by it or by independent instruments furnished to Bank, that
it will give Bank twenty (20) days (or ten (10) days’ prior written notice in the event of cancellation due to non-
payment of premium) prior written notice before any such policy or policies shall be materially altered or canceled.
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If Borrower fails o obtain insurance as required under this Section 5.8 or to pay any amount or furnish any required
proof of payment to third persons and Bank, Bank may make all or part of such payment or obtain such insurance
policies required in this Section 5.8, and take any action under the policies Bank deems prudent,

59 Accounts.

(a)  Maintain all of Borrower's, any of its Subsidiaries’, and any Guarantor's operating
accounts, depository accounts and excess cash with Bank or Bank's Affiliates, other than Borrower's Foreign
Subsidiaries may maintain accounts with third parties other than Bank, provided the aggregate value of such accounts
is subject to the terms of Section 6.11 (collectively the “Permitted Foreign Subsidiary Accounts”).

(b)  In addition to the foregoing, Borrower, any Subsidiary of Borrower and any Guarantor,
shall obtain any business credit card, Letter of Credit, FX Contract, and cash management services exclusively from
Bank, except (i) third party credit cards, as permitted in the defined term “Permitted Indebledness™ part (g): (ii)
Borrower's Foreign Subsidiaries may maintain the foregoing bank services with third parties other than Bank, (i) to
the extent that Bank does not have such services in foreign locations, Borrower and its Subsidiaries may maintain the
foregoing forcign banking services with third parties other than Bank, and (iv) Borrower may maintain and permit to
exist online payment processors used in the ordinary course of business with third parties other than Bank.

(c) In addition to and without limiting the restrictions in (a), Borrower shall provide Bank five

(5) days prior written notice before establishing any Collateral Account at or with any bank or financial institution
other than Bank or Bank’s Affiliates. For each Collateral Account that Borrower at any time maintains, Borrower
shall cause the applicable bank or financial institution (other than Bank) at or with which any Collateral Account is
‘maintained to execute and deliver a Control Agreement or other appropriate instrument with respect to such Collateral
Account to perfect Bank’s Lien in such Collateral Account in accordance with the terms hereunder which Control
Agreement may not be terminated without the prior written consent of Bank. The provisions of the previous sentence
shall not apply 1o (i) deposit accounts exclusively used for payroll, payroll taxes, and other employee wage and benefit
payments 1o or for the benefit of Borrower’s employees and identified to Bank by Borrower as such, and (ii) the
Permitted Forcign Subsidiary Accounts.

510 Financial Covenant (Net Revenue). When a Financial Covenant Measuring Period is in effect,
Borrower shall achieve Net Revenue (measured in accordance with GAAP on a trailing six (6) month basis), tested
quarterly on the last day of cach calendar quarter, in an amount cqual o or greater than the levels to be agreed upon
between Borrower and Bank with respect to which Borrower hereby agrees: (i) shall be documented in an amendment
to this Agreement, in form and substance acceptable to Bank, which amendment shall be executed no later than
February 28" of each year beginning with February 28, 2024 with Borrower's failure to enter into such amendment
o this Agreement 10 reset such covenant levels on or prior o February 28" of each year shall be an immediate and
non-curable Event of Default hereunder (i) shall be based on Borrowers projections delivered to Bank in accordance
with Section 5.3(e) hercof and accepiable to Bank in its commercially reasonable discretion with such projections for
Borrower’s 2024 fiscal year showing annual Net Revenue of not less than [**#] Dollars. Notwithstanding anything
to the contrary herein, if a Financial Covenant Measuring Period is occurring at any point between January 1, 2024
and February 28, 2024, then Borrower’s Net Revenue (measured in accordance with GAAP on a trailing six (6)
month basis) for the period ending December 31, 2023 shall be tested and such Net Revenue shall not be less than
[**#] Dollars.

511 Protection of Tntellectual Property Rights.

(@) (i) Use commercially reasonable efforts to protect, defend and maintain the validity and
enforceability of Borrower’s and cach Subsidiary’s Intellectual Property. except to the extent that such failure to do
50 would not reasonably be expected to have a material adverse effect on Borrower's business or operations or that
such Intellectual Property does not have material value: (ii) promptly advise Bank in writing of infringements or any
other event that could reasonably be expected to materially and adversely affect the value Borrower’s and each
Subsidiary’s Intellectual Property that has material value: and (iii) not allow any Intellectual Property material to
Borrower’s or any Subsidiary’s business to be abandoned, forfeited or dedicated to the public without Bank’s written
consent.
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Coverage and Reimbursement

Coverage and reimbursement for procedures using our implants vary by seting of care, payor type and region. Ouside the United Sttes,reimbursement evels vary significantly by country and
by region within some countres.
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(b)  Provide written notice to Bank within thirty (30) days of entering or becoming bound by
any Restricted License (other than over-the-counter software that is commercially available to the public). Borrower
shall take such commercially reasonable steps as Bank requests to obtain the consent of, or waiver by, any person
whose consent or waiver is necessary for (i) any such Restricted License to be deemed “Collateral” and for Bank to
have a security interest in it that might otherwise be restricted or prohibited by law or by the terms of any such
Restricted License, whether now existing or entered into in the future, and (i) Bank to have the ability in the event of
a liquidation of any Collateral to dispose of such Collateral in accordance with Bank's rights and remedies under this
Agreement and the other Loan Documents,

512 Litigation Cooperation. From the date hereof and continuing through the termination of this
Agreement, make available to Bank, without expense to Bank, Borrower and its officers, employees and agents and
Borrowers books and records, to the extent that Bank may deem them reasonably necessary to prosecute or defend
any third-party suit or proceeding instituted by or against Bank with respect to any Collateral or relating to Borrower.

513 Reserved.

514 Formation or Acquisition of Subsidiaries. Nowwithstanding and without limiting the negative
covenants contained in Sections 6.3 and 6.7 hereof, at the time that Borrower or any Guarantor forms any Subsidiary
or acquires any Subsidiary after the Effective Date (including, without limitation, pursuant to a Division), Borrower
and such Guarantor shall (a) cause such new Subsidiary to provide to Bank a joinder to this Agreement to become a
co-borrower hereunder or a guaranty to become a Guarantor hereunder (as determined by Bank in is sole discretion),
together with documentation, al in form and substance satisfactory to Bank (including being sufficient to grant Bank
a first priority Lien (subject to Permitted Liens) in and to the assets of such newly formed or acquired Subsidiary that
constitute Collateral). (b) provide to Bank appropriate certficates and powers and financing statements, pledging (i)
all of the direet or beneficial ownership interest in such new Subsidiary, in form and substance reasonably satisfactory
to Bank; and (c) provide to Bank all other documentation in form and substance reasonably satisfactory to Bank,
including one or more opinions of counsel satisfactory to Bank, which in ts opinion is appropriate with respect to the
exceution and delivery of the applicable documentation referred to above. Any document, agreement, or instrument
exceuted or issued pursuant 1o this Section 3.14 shall be a Loan Document.

515 Inventory; Returns. Keep all Inventory in good and marketable condition, free from material
defects, Returns and allowances between Borrower and its Account Debtors shall follow Borrower's customary
practices s they exist at the Effective Date. Borrower shall prompily notify Bank of all returns, recoveries, disputes
and claims that involve more than Two Hundred Fifty Thousand Dollars ($250.000) (measured as to any single retun,
recovery, dispute or claim, and not in the aggregate at such time),

516 Further Assurances. Exccute any further instruments and take such further action as Bank
reasonably requesis to perfect, protect, ensure the priority of or continue Bank’s Lien on the Collateral or to affect the
purposes of this Agreement.

517 Sanctions. (2) Not, and not permit any of its Subsidiaries to, engage in any of the activities
described in Section 4.11 in the future; (b) not, and not permit any of its Subsidiaries to, become a Sanctioned Person;
(c) ensure that the proceeds of the Obligations are not used to violate any Sanctions; and (d) deliver to Bank any
certification or other evidence requested from time to time by Bank in its sole discretion, confirming each such
Person’s compliance with this Section 5.17. In addition, have implemented, and will consistently apply while this
Agreement is in effect, reasonable procedures o ensure that the representations and warranties in Section 4.11 remain
true and correct while this Agreement effect.

518 Post-Closing Obligations

(1) Assoonas possible, butin any event not laer than the date that is thirty (30) days after the
First Amendment Effective Date, Borrower shall deliver to Bank evidence satisfactory to Bank that the insurance
policies and endorsements required by Section 5.8 hercof are in full force and effect, together with appropriate
evidence showing lender loss payable and additional insured clauses or endorsements in favor of Bank.
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(b)  Assoon as possible, but in any event not later than the date that s five (5) days after the

First Amendment Effective Date, Borrower shall deliver to Bank a duly executed Control Agreement with U.S. Bank.

6. NEGATIVE COVENANTS
Borrower shall not do any of the following without Bank’s prior written consent:

6.1 Dispositions. Convey. sell, lease, transfer, assign, or otherwise dispose of (including, without
limitation, pursuant to a Division) (collectively, “Transfer”), or permit any of its Subsidiaries to Transfer, all or any
part of its business or property, except for Transfers (a) of Inventory in the ordinary course of business; (b) of worn-
out, surplus or obsolete Equipment that s, in the reasonable judgment of Borrower, no longer economically practicable
to maintain or useful in the ordinary course of business of Borrower: (c) consisting of Permitted Liens and Permitied
Investments; (d) consisting of the sale or issuance of any stock, partnership, membership, or other ownership interest
or other equity securities of Borrower permitted under Section 6.2 of this Agreement; (¢) consisting of Borrower’s or
its Subsidiaries’ use or transfer of money or Cash Equivalents in a manner that is not prohibited by the terms of this
Agreement or the other Loan Documents, including without limitation cash returns or refunds of customer payments;
() of non-exclusive licenses for the use of the property of Borrower or its Subsidiaries in the ordinary course of
business, and other licenses permitted pursuant o part (h) of the defined Permitted Liens; (g) other Transfers not o
exceed One Hundred Thousand Dollars ($100,000) in any twelve (12) month period; and (h) other Transfers in which
Borrower will receive cash proceeds in an amount equal 10 o less than seventy-five percent (75%) of such other
Transfer consideration (fixed or contingent) paid or payable to Borrower o its Subsidiary.

For the avoidance of doubt, none of (a) the sale of any Permitted Convertible Indebtedness, (b) the sale of any
Warrant Transaction, (¢) the purchase of any Bond Hedge Transaction or (d) the performance by Borrower of its
obligations under any Permitted Convertible Indebtedness, any Warrant Transaction or any Bond Hedge Transaction
(including the settlement or termination of any Bond Hedge Transaction or Warrant Transaction) shall constitute a
Transfer.

62 Changes in Business, Management, Control, or Business Loeations. (a) Engage in or permit any
of its Subsidiaries o engage in any business other than the businesses currently engaged in by Borrower and such
Subsidiary, as applicable, or reasonably related thereto: (b) liquidate or dissolve or permit any of its Subsidiaries o
liquidate or dissolve (unless such Subsidiary's assets are transferred o Borrower): (¢) fail to provide notice to Bank
of any Key Person departing from or ceasing to be employed by Borrower within seven (7) Business Days afier such
Key Person’s departure from Borrower: (d) permit, allow or suffer to occur any Change in Control: (¢) without at least
ten'(10) days prior written notice to Bank, (i) add any new offices or business locations, including warehouses (unless
such new offices or business locations contain less than Two Hundred Thousand Dollars ($200,000) in Borrower's
assets or property) or deliver any portion of the Collateral valued, individually or in the aggregate, in excess of Two
Hundred Thousand Dollars (§200,000) to 2 bailee at a location other than to a bailee and at a location already disclosed
in the Perfection Certificate, or (f) without at least twenty (20) days prior written notice to Bank (i) change its
jurisdiction of organization, (ii) change its organizational structure or type, (iii) change its legal name, or, (iv) change
any organizational number (if any) assigned by its jurisdiction of organization. If Borrower intends to add any new
offices or business locations, including warehouses, containing in excess of Two Hundred Thousand Dollars
(5200,000) of Borrower's assets or property, then Borrower will cause the landlord of any such new offices or business
locations, including warehouses, to execute and deliver a landlord consent in form and substance reasonably
satisfactory to Bank. If Borrower intends to deliver any portion of the Collateral valued, individually or in the
aggregate, in excess of Two Hundred Thousand Dollars (200,000) to a bailee, and Bank and such bailee are not
already parties t0 a bailee agreement governing both the Collateral and the location to which Borrower intends to
deliver the Collateral, then Borrower will cause such bailee to execute and deliver a bailee agreement in form and
substance reasonably satisfactory to Bank. For the avoidance of doubt, no landlord or bailee waivers shall be required
for or with respect to any foreign locations of Borrower or its Subsidiari

63 Mergers or Acquisitions. Merge or consolidate, or permit any of its Subsidiaries to merge or
consolidate, with any other Person, or acquire, or permit any of its Subsidiaries to acquire, all or substantially all of
the stock, partnership, membership, or other ownership interest or other equity securities or property of another Person
(including, without limitation, by the formation of any Subsidiary or pursuant to a Division), except (i) if (a) Borrower
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has complied with the notice requirements applicable to prepayments hereunder, and (b) prior to or contemporaneously
with the closing of such transaction, all Obligations are paid in full in cash, and all of Bank’s obligations to lend to
Borrower under this Agreement are terminated, and/or (iil) Permitted Acquisitions. A Subsidiary may merge or
consolidate into another Subsidiary or into Borrower.

64 Indebtedness. Create, incur, assume, or be liable for any Indebtedness, or permit any Subsidiary
10 do so, other than Permited Indebtedness.

65  Encumbrance. Create, incur, allow, or suffer to exist any Lien on any of its property, or assign or
convey any right to receive income, including the sale of any Accounts, or permit any of its Subsidiaries 10 do so, in
each case as to the foregoing except for Permitted Liens, permit any Collateral not to be subject to the first priority
security interest granted herein, other than Permitied Liens, or enter into any agreement, document, instrument or other
arrangement (except with or in favor of Bank) with any Person which directly or indirectly prohibits or has the effect
of prohibiting Borrower or any Subsidiary from assigning, morigaging, pledging, granting a sccurity interest in or
upon, or encumbering any of Borrower's or any Subsidiary’s Intellectual Property. except as is otherwise permitted
in Section 6.1 hereof and the definition of “Permitted Liens™ herein.

66 Maintenance of Collateral Accounts. Maintain any Collateral Account except pursuant to the
terms of Section 5.9(a).

6.7 Distributions; Investments. (a) Pay any dividends or make any distribution or payment or redeem,
reire or purchase any stock, partnership, membership, or other ownership interest or other equity securities, provided
that Borrower may (i) convert any of its convertible securities into other securities pursuant to the terms of such
convertible securities or otherwise in exchange thereof, (i) pay dividends solely in common stock or equity interests,
(iii) repurchase the stock of former employees, officers, directors or consultants pursuant to stock repurchase
agreements or termination of employment or service or repurchases pursuant to rights of first refusal in Borrower's
bylaws, so long as an Event of Default does not exist at the time of any such repurchase and would not exist after
ing effect to any such repurchase; provided the aggregate amount of all such repurchases shall not exceed Five
Hundred Thousand Dollars ($500,000) per fiscal year, (iv) pay cash distributions in licu of issuing fractional shares;
provided the aggregate amount of all such payments shall not exceed Two Hundred Thousand Dollars ($200,000) per
fiscal year , (v) distribute equity securities to former or current employees, officers, consultants or directors pursuant
to the exercise of employee stock options approved by the Board, (vi) pay, in connection with any Permitied
Acquisition by Borrower or any of its Subsidiaries, (A) the receipt or acceptance of the return to Borrower or any of
its Subsidiaries of stock or equity interests of Borrower constituting a portion of the purchase price consideration in
settlement of indemnification claims, or as a result of a purchase price adjustment (including earn-outs or similar
obligations) and (B) payments or distributions to equity holders pursuant to appraisal rights required under
requirements of Taw; (vii) the distribution of rights pursuant to any shareholder rights plan or the redemption of such
rights for nominal consideration in accordance with the terms of any sharcholder rights plan, and (viii) for the
avoidance of doubt, Subsidiaries of Borrower shall be permitted to, directly or indirectly, pay dividends or make
distributions to other Subsidiaries or to Borrower, or (b) directly or indirectly make any Investment (including, without
limitation, by the formation of any Subsidiary) other than Permitied Investments, or permit any of its Subsidiarics to
doso.

Notwithstanding the foregoing. or anything to the contrary herein, and for the avoidance of doubt, this Section 6.7
shall not prohibit (i) the conversion by holders of (including any cash payment upon conversion), or required payment
of any principal or premium on, or required payment of any interest with respect to, any Permitted Convertible Debt,
in each case, in accordance with the terms of the indenture governing such Permitted Convertible Debt; provided that
the preceding sentence shall only allow principal payments with respect to any repurchase in connection with the
redemption of Permitted Convertible Debt upon satisfaction of a condition related o the stock price of the Borrower's
common stock if the Redemption Conditions are satisfied in respect of such redemption; provided further that, to the
extent both (a) the aggregatc amount of cash payable upon conversion or redemption of any Permitted Convertible
Debt (excluding any required payment of interest with respect to such Permitted Convertible Debt and excluding any
payment of cash in lieu of a fractional share due upon conversion thereof) exceeds the agaregate principal amount
thereof and (b) such conversion or redemption does not trigger or correspond 1o an exercise or early unwind or
settlement of a corresponding portion of the Bond Hedge Transactions constituting Permitted Call Spread Agreements
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relating to such Permitted Convertible Debt (including, for the avoidance of doub, the case where there is no Bond
Hedge Transaction constituting a Permitted Call Spread Agreement relating to such Permitted Convertible Deb), the
payment of such excess cash (any such payment, a “Cash Excess Payment”) shall not be permitted by this clause (i);
and (ii) any required payment with respect to (including, for the avoidance of doubt, the payment of the relevant
premium for the purchase thereof), or required early unwind or settlement of, any Permitted Call Spread Agreement,
in each case, in accordance with the terms of the agreement goveming such Permitted Call Spread Agreement;
provided that, to the extent cash is required to be paid under a Warrant Transaction as a result of the election of “cash
settlement” (or substantially equivalent term) as the “settlement method” (or substantially equivalent term) thereunder
by the Borrower (or its Affiliate) (including in connection with the exercise and/or carly unwind or settlement thereof).
the payment of such cash shall not be permited by this clause (ii). Notwithstanding the foregoing. the Borrower may
repurchase, exchange or induce the conversion of Permitted Convertible Debt by delivery of shares of the Borrower's
common stock and/or a different series of Permitied Convertible Debt (which series (I) matures after, and does not
require any scheduled amortization or other scheduled payments of principal prior to, the analogous date under the
indenture governing the Permitted Convertible Debt that are so repurchased. exchanged or converted and (11) has
terms, conditions and covenants that are commercially reasonable to the Borrower (as determined by the Borrower in
20od faith) (any such series of Permitted Convertible Debt, “Refinancing Convertible Debt”) and/or by payment of
cash (x) in lieu of any fractional shares, (y) in respect of accrued and unpaid interest of such Permitted Convertible
Debt and (2) additional cash in an amount that does not exceed the procecds received by the Borrower from the
substantially concurrent issuance of shares of the Borrower's common stock and/or a Refinancing Convertible Debt
plus the net cash proceeds, if any, reccived by the Borrower pursuant to the related exercise or early unwind or
termination of the related Permitted Call Spread Agreements pursuant to the immediately following provi
that, substantially concurrently with, or a commercially reasonable period of time before or afier, the related
date for the Permitted Convertible Debt that is so repurchased, exchanged or converted, the Borrower shall (and, for
the avoidance of doubt, shall be permitied under this Section 7.7 to) exercise or unwind or terminate early (whether
in cash, shares or any combination thereof) the portion of the Permilted Call Spread Agreements, if any, corresponding
10 such Permitted Convertible Deb that is so repurchased, exchanged or converted.

68 Transactions with Affiliates. Directly or indirectly enter into or permit (o exist any material
transaction with any Affiliate of Borrower, except for (a) transactions that are in the ordinary course of Borrower's
business, upon fair and reasonable terms that are no less favorable to Borrower than would be obained in an arm’s
length transaction with a non-affiliated Person; (b) sales of Borrower's equity securities to the then-existing investors
of Borrower in connection with a bona fide equity financing by the Board so long as such sale shall not result in a
violation of the Change of Control provision in Section 6.2. (c) debt financings from Borrower’s investors so long as
all such Indebtedness shall constitute Subordinated Debt, (d) reasonable and customary compensation arrangements.
and benefit plans for officers, and other employees of Borrower approved by the Board, (e) reasonable and customary
compensation arrangements for fees and costs paid to members of the Board in the ordinary course of business, and
(f) Investments of the type described in and permitted under clauses (g) and/or (h) of the definition of “Permitted
Investments” herein.

69  Subordinated Debt. Except as expressly permitted under the terms of the subordination,
intercreditor, or other similar agreement to which any Subordinated Debt is subject: (a) make or permit any payment
on such Subordinated Deb; (b) amend any provision in any document relating to such Subordinated Debt which would
increase the amount thereof, or (c) provide for earlier or greater principal, interest, or other payments thereon, or
adversely affect the subordination thereof to Obligations owed to Bank in contravention of the terms of such the
subordination, intercreditor, or other similar agreement

610  Compliance. (a) Become an “investment company” or a company controlled by an “investment
company”, under the Investment Company Act of 1940, as amended, or undertake as one of its important activities
extending credit to purchase o carry margin stock (as defined in Regulation U of the Board of Governors of the
Federal Reserve System), or use the proceeds of any Credit Extension for that purpose: (b)(i) fail to meet the minimum
funding requirements of ERISA, (ii) permit a Reportable Event or Prohibited Transaction, as defined in ERISA, to
occr, (ii) fail to comply with the Federal Fair Labor Standards Act or (iv) violate any other law or regulation, if the
foregoing subclauses (7) through (iv), individually or in the aggregate, could reasonably be expected to have a material
adverse effcet on Borrower’s business or operations, or permit any of its Subsidiaries 0 do so; or (¢) withdraw or
permit any Subsidiary to withdraw from participation in, permit partial or complete termination of, or permit the
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occurrence of any other event with respect to, any present pension, profit sharing and deferred compensation plan
which could reasonably be expected to result in any material liabilty of Borrower, including any material lability to
the Pension Benefit Guaranty Corporation or its suceessors or any other Govermmental Authority.

611 Cashand Cash Equivalents held by Foreign Subsidiarics. The aggregate value of cash and Cash
Equivalents held by all Foreign Subsidiaries of Borrower to exceed Two Million Five Hundred Thousand Dollars
(52,500,000) for more than five (5) Business Days in each calendar month.

612 Value of Assets held by Foreign Subsidiaries. The aggregate value of the assets owned by the
Foreign Subsidiaries of Borrower shall not exceed twenty percent (20%) of the aggregate value of all assets owned by
the Borrower and its Subsidiarics.

613 Redemption of Permitted Convertible Debt. Exercise any redemption right with respect to any
Permitted Convertible Debt upon satisfaction of a condition related to the stock price of the Borrower’s common
stock, unless the Redemption Conditions are satisfied in respect of such redemption.

7 EVENTS OF DEFAULT
Any one of the following shall constitute an event of default (an “Event of Default”) under this Agreement:

7.0 Payment Default. Borrower fails to (a) make any payment of principal o interest on any Credit
Extension on its due date, or (b) pay any other Obligations within three (3) Business Days afier such Obligations are
due and payable (which three (3) Business Day cure period shall not apply to payments due on the Revolving Line
Maturity Date or Term Loan Maturity Date), in each unless such late payment is due to Bank’s failure to auto-debit
such payment when sufficient funds were contained in the Designated Deposit Account (or if insufficient funds are
contained therein, or if an Event of Default has occurred and is continuing, any of Borrower's other accounts at Bank).
During the cure period, the failure to make or pay any payment specified under clause (b) hereunder is not an Event
of Default (but no Credit Extension will be made during the cure period);

72 Covenant Default.

@)  Borower fai
(Government Compliance), 5.12 (Liti
or violates any covenant in Section 6; or

or neglects to perform any abligation in Section 5 (other than Sections 5.2
n Cooperation), 5.15 (Inventory; Returns) and 5.16 (Further Assurances))

(b)  Borower fails or neglects to perform, keep, or observe any other term, provision,
condition, covenant or agreement contained in this Agreement or any Loan Documents, and as to any default (other
than those specified in this Section 6.11) under such other term, provision, condition, covenant or agreement that can
be cured, has failed to cure the default within ten (10) days after the occurrence thereof: provided, however, that if the
default cannot by its nature be cured within the ten (10) day period or cannot afier diligent attempts by Borrower be
cured within such ten (10) day period, and such default is likely to be cured within a reasonable fime, then Borrower
shall have an additional period (which shall not in any case exceed thirty (30) days) to attempt to cure such default,
and within such reasonable time period the failure to cure the default shall not be deemed an Event of Default (but no
Credit Extensions shall be made during such cure period). Cure periods provided under this section shall not apply,
among other things, to financial covenants or any other covenants that are required to be satisfied, completed or tested
by a date certain or any covenants set forth in clause (a) above;

73 Material Adverse Change. A Material Adverse Change oceurs;
74 Attachment; Levy; Restraint on Business.

(1) (i) The service of process secking to attach, by trustee or similar process, any funds of
Borrower or any Subsidiary with a value in excess of Two Hundred Thousand Dollars ($200,000), or (ii) a notice of
lien or levy in an amount in excess of Two Hundred Thousand Dollars ($200.000), is filed against any of Borrower's
o any of its Subsidiaries” assets by any Govemmental Authority, and the same under subclauses (i) and (ii) hereof
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are not, within fifteen (1) days after the occurrence thercof, discharged or stayed (whether through the posting of a
bond or otherwise); provided, however, no Credit Extensions shall be made during any fiftcen (15) day cure period;
or

(b) (i) any material portion of Borrower’s or any of its Subsidiaries” assets with a value in
excess of Two Hundred Thousand Dollars (5200,000), is attached, seized, levied on, or comes into possession of a
trustee or receiver, or (ii) any court order enjoins, restrains, or prevents Borrower or any of its Subsidiaries from
conducting all or any material part of ts business;

75 Insolvency. (a) Borrower or Borrower and of its Subsidiaries (taken as a whole) is unable to pay
its debts (including trade debts) as they become due or otherwise becomes insolvent; (b) Borrower or any of its
Subsidiaries begins an Insolvency Proceeding; or (c) an Insolvency Proceeding is begun against Borrower or any of
its Subsidiaries and is not dismissed or stayed within forty-five (45) days (but no Credit Extensions shall be made
while any of the conditions described in clause (a) exist and/or until any Insolvency Proceeding is dismissed);

7.6 Other Agreements. There is, under any agreement to which Borrower, any of Borrower's
Subsidiaries, or any Guarantor is a party with a third party or parties, (a) any default by Borrower (after applicable
grace and/or cure periods) resulting in a right by such third party or partes, whether or not exercised, to accelerate the
maturity of any Indebtedness in an amount individually or in the aggregate in excess of Five Hundred Thousand
Dollars ($500,000); or (b) any breach or default by Borrower, any of Borrower's Subsidiaries, or Guarantor the result
of which could reasonably be expected to have a material adverse effect on Borrower’s, any of Borrower's
Subsidiaries’, or any Guarantor’s business or operations (taken as a whole)

77 Judgments; Penalties. One or more fines, penalties or final judgments, orders or decrees for the
payment of money in an amount, individually or in the aggregate, of at least Five Hundred Thousand Dollars
(5500,000)(not covered by independent third-party insurance as o which liability has been accepted by such insurance
carrier) shall be rendered against Borrower or any of its Subsidiaries by any Governmental Authority, and the same
are not, within ten (10) days afer the entry, assessment or issuance thercof, discharged, satisfied o paid, or afier
exceution thercof, or stayed pending appeal, or such judgments are not discharged, satisfied or paid prior to the
expiration of any such stay (provided that no Credit Extensions will be made prior to the discharge, satisfaction,
payment, or stay of such fine, penalty, judgment, order or deeree);

78  Misrepresentations. Borrower or any of its Subsidiaries or any Responsible Person acting for
Borrower or any of its Subsidiaries knowingly makes any representation, warranty, or other statement now or later in
this Agreement, any Loan Document or in any writing delivered to Bank or to induce Bank to enter this Agreement
or any Loan Document, and such representation, warranty, or other statement s incorrect in any material respect when
made (it being agreed and acknowledged by Bank that the projections and forecasts provided by Borrower or any of
its Subsidiaries in good faith and based upon reasonable assumptions are not viewed as facts and that actual results
during the period or periods covered by such projections and forecasts may differ from the projected or forecasted
results);

79 Subordinated Debt. If: (a) any document, instrument, or agreement evidencing any Subordinated
Debt shall for any reason be revoked or invalidated or otherwise cease to be in full force and effect (other thar
accordance with the terms of such document, instrument or agreement) or any Person (other than Bank)) shall be in
breach thereof or contest in any manner the validity or enforceability thereof or deny that it has any further liability or
obligation thereunder; (b) a default or event of default (however defined) has occurred under any document,
instrument, o agreement evidencing any Subordinated Debt, which default shall not have been cured or waived within
any applicable grace period; or (c) the Obligations shall for any reason be subordinated or shall not have the priority
contemplated by the applicable subordination or intercreditor agreement;

710 Lien Priority. There is a material impairment in the perfection or priority of Bank’s security interest
in the Collateral (unless such failure is caused by Bank’s gross negligence or willful misconduct);

741 Guaranty. (a) Any guaranty of any Obligations terminates or ceases for any reason ta be in full
force and effect (except due to termination in accordance with the terms of such guaranty): (b) any Guarantor does
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not perform any material obligation or covenant under any guaranty of the Obligations: () any circumstance described
in Sections 7.3, 7.4, 7.5, 7.6, 7.7, or 7.8 of this Agreement oceurs with respect to any Guarantor (subject 10 the
applicable cure and grace periods herein), (d) the death, liquidation, winding up, or termination of existence of any
Guarantor; or ()a material impairment in the perfection or priority of Bank’s Lien in the collateral provided by
Guarantor or in the value of such collateral ; or

712 Governmental Approvals. Any Governmental Approval shall have been (a) revoked, rescinded,
suspended, modified in an adverse manner or not renewed in the ordinary course for a full term or (b) subject to any
decision by a Governmental Authority that designates a hearing with respect to any applications for renewal of any of
such Governmental Approval or that could result in the Governmental Authority taking any of the actions described
in clause (a) above, and such decision or such revocation, rescission, suspension, modification or non-renewal (i)
causes, or could reasonably be expected to cause, a Material Adverse Change, or (i) materially and adversely affects
the legal qualifications of Borrower or any of its Subsidiaries to hold such Govermmental Approval in any applicable
jurisdiction and such revocation, rescission, suspension, modification or non-rencwal could reasonably be expected to
materially and adversely affect the status of or legal qualifications of Borrower or any of its Subsidiaries to hold any
Governmental Approval in any other jurisdiction that is material to the operation of Borrower’s business.

8 BAN]

HTS AND REMEDIES

81 Rights and Remedies. Upon the occurrence and during the continuance of an Event of Default,
Bank may, without notice or demand, do any or all of the following:

(@) declare all Obligations immediately due and payable (but if an Event of Default described
in Section 7.5 occurs all Obligations are immediately due and payable without any action by Bank);

(b)  stop advancing money or extending credit for Borrower’s benefit under this Agreement or
under any other agreement between Borrower and Bank;

(c) demand that Borrower (i) deposit cash with Bank in an amount equal to at least (A) one
hundred and five percent (105.0%) of the aggregate face amount of any Letters of Credit denominated in Dollars
remaining undrawn, and (B) one hundred and fifteen percent (115.0%) of the Dollar Equivalent of the aggregate face
amount of any Letters of Credit denominated in a Foreign Currency remaining undrawn (plus, in each case, al interest,
fees, and costs du or estimated by Bank to become duc in connection therewith), to secure all of the Obligations
relating to such Letters of Credit, as collateral sccurity for the repayment of any future drawings under such Letters of
Credit. and Borrower shall forthwith deposit and pay such amounts, and (ii) pay in advance all letter of credit fees
scheduled to be paid or payable over the remaining term of any Letters of Credit;

(@ terminate any FX Contracts (it being understood and agreed that (i) Bank is not obligated
to deliver the currency which Borrower has contracted to reccive under any FX Contract, and Bank may cover its
exposure for any FX Contracts by purchasing or selling currency in the interbank market as Bank deems appropriate
(ii) Borrower shall be liable for all losses, damages, costs, margin obligations and expenses incurred by Bank arising
from Borrower's failure to satisfy its obligations under any FX Contract or the execution of any FX Contract; and iii)
Bank shall not be liable to Borrower for any gain in value of a FX Contract that Bank may oblain in covering
Borrower's breach);

(e)  verify the amount of, demand payment of and performance under, and collect any Accounts
and General Intangibles, settle or adjust disputes and claims directly with Account Debtors for amounts on terms and
in any order that Bank considers advisable, and notify any Person owing Borrower money of Bank’s sceurity interest
in such funds;

(D make any payments and do any acts it considers necessary or reasonable to protect the
Collateral and/or its security interest in the Collateral. Borrower shall assemble the Collateral if Bank requests and
make it available as Bank designates. Bank may enter premises where the Collateral is located, take and maintain
possession of any part of the Collateral, and pay, purchase, contest, or compromise any Lien which appears to be prior
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or superior to it security interest and pay all expenses incurred. Borrower grants Bank a license to enter and occupy
any of its premises, without charge, to exercise any of Bank’s rights or remedies;

() apply to the Obligations any (i) balances and deposits of Borrower it holds, or (ii) amount
held by Bank owing to or for the credit or the account of Borrower;

(h)  ship, reclaim, recover, store, finish, maintain, repair, prepare for sale, advertise for sale,
and sell the Collateral. For use solely upon the occurrence and during the continuation of an Event of Default, Bank
is hereby granted a non-exclusive, royalty-free license or other right to use, without charge, Borrower’s labels, Patents,
Copyrights, mask works, rights of use of any name, trade secrets, trade names, Trademarks, and advertising matter,
or any similar property as it pertains to the Collateral, in completing production of, advertising for sale, and selling
any Collateral and, in connection with Bank's exercise of its rights under this Section 8.1, Borrower's rights under all
licenses and all franchise agreements inure to Bank’s benefit;

(i) place a “hold” on any account maintained with Bank and/or deliver a notice of exclusive
control, any entitlement order, or other directions or instructions pursuant to any Control Agreement or similar
agreements providing control of any Collateral;

() demand and receive possession of Borrower’s Books; and

() exercise all rights and remedics available to Bank under the Loan Documents or at law or
cquity, including all remedies provided under the Code or any Applicable Law (including disposal of the Collateral
pursuant o the terms thereof).

82 Power of Attorney. Borrower hereby irrevocably appoints Bank as its true and lawful attorney-in-
fact, (a) exercisable only following the oceurrence and during the continuance of an Event of Default, to: (i) endorse
Borrower’s name on any checks, payment instruments, or other forms of payment or sceurity; (ii) sign Borrower’s
name on any invoice or bill of lading for any Account or drafts against Account Debtors; (iii) demand, collect, sue,
and give releases to any Account Debtor for monies due, settle and adjust disputes and claims about the Accounts
directly with Account Debtors, and compromise, prosecute, or defend any action, claim, case, or proceeding about
any Collateral (including filing a claim or voting a claim in any bankruptcy case in Bank's o Borrower's name, as
Bank chooses); (iv) make, settle, and adjust all claims under Borrower's insurance policies; (v) pay, contest or settle
any Lien, charge, encumbrance, sceurity interest, or other claim in or to the Collateral, or any judgment based thercon,
ar otherwise take any action to terminate or discharge the same; and (vi) transfer the Collateral into the name of Bank
ora third party as the Code permits: and (b) regardless of whether an Event of Default has occurred, to sign Borrower's
name on any documents necessary to perfect or continue the perfection of Bank's security interest in the Collateral.
Bank’s foregoing appointment as Borrower’s ationey in fact, and all of Bank's rights and powers, coupled with an
interest,are irrevocable until such time as all Obligations (other than inchoate indemnity obligations) have been paid
in full in cash, Bank is under no further obligation to make Credit Extensions and the Loan Documents have been
terminated. Bank shall not incur any liability in connection with or arising from the exercise of such power of attorney
and shall have no obligation to exercise any of the foregoing rights and remedies.

83 Protective Payments. If Borrower fails to obtain the insurance called for by Scction 5.8 or fails to
pay any premium thercon or fails to pay any other amount which Borrower is obligated to pay under this Agreement
or any other Loan Document or which may be required to preserve the Collateral, Bank may obtain such insurance or
make such payment, and all amounts so paid by Bank are Bank Expenses and immediately due and payable, bearing
interest at the then highest rate applicable to the Obligations, and secured by the Collateral. Bank will make reasonable
efforts to provide Borrower with notice of Bank obtaining such insurance at the time it is obtained or within a
reasonable fime thereafier. No payments by Bank are deemed an agreement to make similar paymens in the future
or Bank’s waiver of any Event of Default.

84 Application of Payments and Proceeds. If an Event of Default has oceurred and is continuing,
Bank shall have the right to apply in any order any funds inits possession, whether from Borrower account balances,
payments, proceeds realized as the result of any collection of Accounts or other disposition of the Collateral, or
otherwise, to the Obligations in such order as Bank shall determine in it sole discretion. Any surplus shall be paid to
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Borrower or other Persons legally entitled thereto; Borrower shall remain liable to Bank for any deficiency. Following
the occurrence and during the continuation of an Event of Default,if Bank, in its commercially reasonable discretion,
directly or indirectly, enters into a deferred payment or other credit transaction with any purchaser at any sale of
Collateral, Bank shall have the option, exercisable at any time, of either reducing the Obligations by the principal
amount of the purchase price or deferring the reduction of the Obligations until the actual receipt by Bank of cash
therefor.

85 Bank's Liability for Collateral. Bank’s sole duty with respet to the custody, safekeeping and
physical preservation of the Collateral in its possession or under its control, under Section 9-207 of the Code or
atherwise, shall be to deal with it in the same manner as Bank deals with its own property consisting of similar
instruments or interests.  Borrower bears all risk of loss, damage or destruction of the Collateral.

86 No Waiver; Remedies Cumulative. Bank’s failure, at any time or times, to require strict
performance by Borrower of any provision of this Agreement or any other Loan Document shall not waive, affect, or
diminish any right of Bank thereafier to demand strict performance and compliance herewith or therewith. No waiver
hereunder shall be effective unless signed by the party granting the waiver and then is only effective for the specific
instance and purpose for which it is given. Bank’s rights and remedies under this Agreement and the other Loan
Documents are cumulative. Bank has all rights and remedies provided under the Code, by law, or in equity. Bank’s
exercise of one right or remedy is not an election and shall not preclude Bank from exercising any other remedy under
this Agreement or other remedy available at law or in equity. and Bank’s waiver of any Event of Default is not a
continuing waiver, Bank’s delay in exercising any remedy is not a waiver, election, or acquiescence.

87 Demand Waiver. Borrower waives demand, notice of default or dishonor, notice of payment and
nonpayment, notice of any default, nonpayment at maturity, release, compromise, settlement, extension, or renewal
of accounts, documents, instruments, chattel paper, and guarantees held by Bank on which Borrower is liable.

9 N

S

All notices, consents, requests, approvals, demands, or other communication by any party to this Agreement
or any other Loan Document must be in writing and shall be deemed to have been validly served, given, or delivered:
(2) upon the earlier of actual receipt and three (3) Business Days after deposit in the U.S. mail, first class, registered
or certified mail retur receipt requested, with proper postage prepaid; (b) upon transmission, when sent by electronic
mail; (¢) one (1) Business Day after deposit with a reputable overnight courier with all charges prepaid; or () when
delivered, if hand-delivered by messenger, all of which shall be addressed to the party to be nofified and sent to the
address or email address indicated below; provided that, for clause (b), if such notice, consent, request, approval,
demand or other communication s not sent during the nomal business hours of the recipient, it shall be deemed to
have been sent at the opening of business on the next Business Day of the recipient. Bank or Borrower may change
its mailing or electronic mail address by giving the other party written notice thereof in accordance with the terms of
this Section 9.

If to Borrower: Sl-Bone, Inc.
471 EI Camino Real, Suite 101
Santa Clara, CA 95050
Attn: Laura Francis, CEO; and
Anshul Maheshwari, CFO
Email: Ifi -bone.com; and
Anshul. Maheshwari @si-bone.com

with a copy 1o (which shall not constitute notice):

Cooley LLP
55 Hudson Yards

New York, New York, 10001-2157
Attn: Patrick Flanagan

Email: pflanagan@cooley.com
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If to Bank: Silicon Valley Bank
505 Howard Street, Floor 3
San Francisco, CA 94105
Aun: Mark Davis
Email: mdavis@svb.com

with a copy to (which shall not constitute notice):

DLA Piper LLP (US)
401 B Street, Suite 1700

San Dicgo, California 92101

Attn: Matt Schwartz, Esq.

Email: matt schwartzi@us.dlapiper.com

10.  CHOICE OF LAW. VENUE AND JURY TRIAL WAIVER: JUDICIAL REFERENCE

Exeept as otherwise expressly provided in any of the Loan Documents, California law govems the Loan
Documents without regard to principles of conflicts of law that would require the application of the laws of another
Jurisdiction. Borrower and Bank each irrevocably and unconditionally submit to the exclusive jurisdiction of the State
and Federal courts in Santa Clara County, California; provided, however, that nothing in this Agreement shall be
deemed to operate to preclude Bank from bringing suit or taking other legal action in any other jurisdiction with
respeet to the Loan Documents or to realize on the Collateral or any other security for the Obligations, or to enforce a
judgment or other court order in favor of Bank. Borrower expressly, irrevocably and unconditionally submits and
consents in advance to such jurisdiction in any action or suit commenced in any such court, and Borrower hereby
irrevocably and unconditionally waives, to the fullest extent permitted by Applicable Law, any objection that it may
have based upon lack of personal jurisdiction, improper venue, or forum non conveniens and hereby irrevocably and
unconditionally consents o the granting of such legal or equitable relicf as is deemed appropriate by such court.
Borrower hereby waives personal service of the summons, complaints, and other process issued in such action o suit
and agrees that service of such summons, complaints, and other process may be made by registered or certified mail
addressed to Borrower at the address set forth in, or subsequently provided by Borrower in accordance with, Section
9 of this Agreement and that service so made shall be deemed completed upon the carlier to occur of Borrower’s actual
receipt thercof or three (3) days after deposit in the U.S. mails, proper postage prepaid.

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, BORROWER AND BANK
EACH WAIVES ITS RIGHT TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION ARISING OUT
OF OR BASED UPON THIS AGREEMENT, THE LOAN DOCUMENTS OR ANY CONTEMPLATED
TRANSACTION UNDER THIS AGREEMENT, INCLUDING CONTRACT, TORT, BREACH OF DUTY
AND ALL OTHER CLAIMS. THIS WAIVER IS A MATERIAL INDUCEMENT FOR THE PARTIES
HERETO TO ENTER INTO THIS AGREEMENT. EACH PARTY HERETO HAS REVIEWED THIS
WAIVER WITH ITS COUNSEL.

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES' AGREEMENT TO WAIVE THEIR
RESPECTIVE RIGHT TO A TRIAL BY JURY, if the above waiver of the right to a trial by jury is not enforceable,
the parties hereto agree that any and all disputes or controversies of any nature between them arising at any time shall
be decided by a reference to a private judge, mutually selected by the parties (or. if they cannot agree, by the Presiding
Judge of the Santa Clara County, California Superior Court) appointed in accordance with California Code of Civil
Procedure Section 638 (or pursuant to comparable provisions of federal law if the dispute falls within the exclusive
jurisdiction of the federal courts), sitting without a jury, in Santa Clara County, California; and the parties hereby
submit 1o the jurisdiction of such court. The reference proceedings shall be conducted pursuant to and in accordance
with the provisions of California Code of Civil Procedure Sections 638 through 645.1, inclusive. The private judge
shall have the power, among others, to grant provisional relief, including without limitation, entering temporary
restraining orders, issuing preliminary and permanent injunctions and appointing receivers. All such proceedings shail
be closed to the public and confidential and all records relating thereto shall be permanently sealed. If during the
course of any dispute. a party desires to seek provisional relief, but a judge has ot been appointed at that point pursuant
10 the judicial reference procedures, then such party may apply to the Santa Clara County, California Superior Court
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Healthcare Professional Training and Education

Since aur inception, we have made considerable investments i teaching healthcare professianals o accuratly diagnose sacroilia Joint disorders, Our surgeon training programs are for
rthopedic spine surgeons, neurosurgeons, general orthopedic surgeons, and orthopedic trauma surgeons. Our medical afairs team works vith leading spine surgeons to ecucate other orthopedic and
neurosurgeons on the differential diagnosi of sactoliac joint disorders and the use of ou implants. We also work closely with medical specialy societies 10 ais the awareness of and teach the.
appropriae diagnosis ofsacroilic joint dysfunction and the associated reatment options.

We conduct many educational programs for the broader medical community including, primary care physicians, pain management physician and other healthcare practioners that may manage.
a sacrilac joint patient non-surgicaly,such as physical thrapists and chiropractors. Our educational programs are focusing on helping healthcare professionals leam about the sacrofliac joint a5 a
‘component of lowes back pain, proper diagnosis of SI join dysfunction, non-surgical teatment aptions and surgicaltratmnent with our implants. I aditon to these general educational progeams, we.
provide conrinuing education programs focused an S joint diagnosis and treatment. We can pravide these programs in ll 30 sates and the Distict of Columbia.

In arly 2020, we implemented a virual education seres for surseons and mid-level pracitoners. In July 2020, we began using the SI-BONE Simulator; an innovative, fully portable surgeon
{raining simultor. The computer-based surgeon traning simulator provides quality haptcs,or the realisic eel during the surgeon’ use ofthe implants and instrumens, and the training is performed
without need forsn operating room or a fluoroscope. The simulator is used 1o trai surgeors o perform SI joint injectons, sacroiliac joint fusions as well as Fuse Bedrock technique using [Fuse-3D.
and Fuse-TORQ and procedures using [Puse Bedrock Granite. We curreatly have 25 simolators used worldwide. We utilize the simulators and our existing programs (0 rain new surgeons, increase
the knowledge and prficiency of existing iFuse surgeons and re-engage inactve surgeons.

As of December 31, 2022 and 2021, in the U.S,, more than 2,200 surgeons and 1,800 surgeans,respectivly, have been trained on our products and have treatd at least one patien. Ouside the
USS, a5 of December 31, 2022 and 2021, more than BOD surgeons and 700 surgeons, respectvely, have been trained on Fuse and have treated ai least one patiat. We will continue o pursue the
remainder of the appronxinately 5,300 target surgeons in the United Staes, a5 well as interntional surgeons,for traiing in the fuure.

10
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for such refief. The proceeding before the private judge shall be conducted in the same manner as it would be before
a court under the rules of evidence applicable to judicial proceedings. The parties shall be entitled to discovery which
shall be conducted in the same manner as it would be before a court under the rules of discovery applicable to judicial
procecdings. The private judge shall oversee discovery and may enforce all discovery rules and orders applicable to
judicial proceedings in the same manner as a trial courtjudge. The parties agree that the selected or appointed private
judge shall have the power to decide all issues in the action or proceeding, whether of fact or of law, and shall report
a statement of decision thereon pursuant to California Code of Civil Procedure Section 644(a). Nothing in this
paragraph shall limit the right of any party at any time to exercise self-help remedies, foreclose against collateral, or
obtain provisional remedics. The private judge shall also determine all issues relating to the applicability,
interpretation, and enforceability of this paragraph.

“This Section 10 shall survive the termination of this Agreement and the repayment of all Obligations.

" VISIONS

11 Termination Prior to Revolving Line Maturity Date or Term Loan Maturity Date; Survival
All covenants, representations and warranties made in this Agreement shall continue i full force ntil this Agreement
has terminated pursuant to its terms and all Obligations (other than inchoate indemity obligations) have been satisfied.
So long as Borrower has satisfied the Obligations (other than inchoate indemity obligations, and any other obligations
which, by their terms, are to survive the termination of this Agreement and the repayment of all Obligations, and any
Obligations under Bank Services Agreements that are cash collateralized in accordance with Section 3.1 of this
Agreement),this Agreement may be terminated prior o the Revolving Line Maturity Date and the Term Loan Maturity
Date by Borrower, effective three (3) Business Days afier written notice of termination is given to Bank. Those
obligations that are expressly specificd in this Agrecment as surviving this Agreement’s termination and the repayment
of all Obligations shall continue to survive notwithstanding this Agreement’s termination and the repayment of all
Obligations.

112 Suceessors and Assigns. This Agreement binds and is for the benefit of the successors and
permitted assigns of each party. Borrower may not assign or transfer this Agreement or any rights or obligations under
it without Bank'’s prior written consent (which may be granted or withheld in Bank's sole discretion) and any ofher
attempted assignment or transfer by Borrower shall be null and void. Bank has the right, without the consent of or
notice to Borrower, (o sell, transfer, assign, negoliate, or grant participation in all or any part of, or any interes in,
Bank's obligations, rights, and benefits under this Agreement and the other Loan Documents. Notwithstanding the
foregoing, or anything to the contrary herein, so long as no Event of Default shall have occurred and is continuing.
Bank shall not assign its interest in the Loan Documents to any Person who is (a) a competitor of Borrower, whether
as an operating company or direct or indirect parent with voting control over such operating company. or (b) a vulture
fund or distressed debt fund.

113 Indemnification.

(1) General Indemnification. Borrower shall indemnify, defend and hold Bank and its
Affiliates and the partners, directors, officers, employees, agents, trustees, administrators, managers, advisors and
representatives of Bank and its Affiliates (cach. an “Indemnified Person”) harmless against: all losses, claims,
damages, liabilities and related expenses (including Bank Expenses and the reasonable fees, charges and
disbursements of any counsel for any Indemnified Person) (collectively, “Claims”) arising out of,in connection with,
or as a result of (i) the execution or delivery of this Agreement, any other Loan Document o any agreement or
instrument contemplated hereby or thereby, the performance by the parties hereto of their respective obligations
hereunder or thereunder or the consummation of the transactions contemplated hereby or thereby, (ii) any Credit
Extension or the use or proposed use of the proceeds therefrom, (iii) any actual or alleged presence or release of
‘hazardous materials on or from any property owned or operated by Borrower or any of its Subsidiarics, or any
environmental liability related in any way to Borrower or any of its Subsidiaries, or (iv) any actual or prospective
claim, litigation, investigation or proceeding relating to any of the foregoing, whether based on contract, tort or any
other theory, whether brought by a third party or by Borrower, and regardless of whether any Indemnified Person is a
party thereio; provided that such indemity shall not, as to any Indemnified Person, be available to the extent that such
Tosses, claims, damages, liabilities or related expenses are determined by a court of competent jurisdiction by final
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and nonappealable judgment to have resulted from the eross negligence or willful misconduct of such Indemnified
Person. All amounts due under this Section 11.3 shall be payable promptly afier demand therefor.

(b) Waiver of Consequential Damages, Ete. To the fullest extent permitted by Applicable
Law, Borrower shall not assert, and hereby waives, any claim against any Indemnified Person, on any theory of
liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) or any loss
of profits arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any
agreement or instrument contemplated hereby, the transactions contemplated hereby or thereby, any Credit Extension,
or the use of the proceeds thercof. No Indemnified Person shall be liable for any damages arising from the use by
unintended recipients of any information or other materials distributed by it through telecommunications, elcctronic
or other information transmission systems in connection with this Agreement or the other Loan Documents or the
transactions contemplated hereby or thereby.

This Section 1.3 shall survive the termination of this Agreement and the repayment of all Obligations unil
allstatutes of limitation with respect to the Claims, losses, and expenses for which indemnity is given shall have run.

114 Time of Essence. Time s of the essence for the performance of all Obligations in this Agreement.

115 Severability of Provisions. Each provision of this Agreement
provision in determining the enforceability of any provision.

severable from every other

116 Amendments in Writing: Waiver: Integration. No purported amendment or modification of any
Loan Document, or waiver, discharge or termination of any obligation under any Loan Document, shall be effective
unless, and only 10 the extent, expressly set forth in a writing signed by each party hereto. Without limiting the
generality of the foregoing, no oral promise or statement, nor any action, inaction, delay. failure to require performance
or course of conduct shall operate as, or evidence, an amendment, supplement or waiver or have any other effect on
any Loan Document. Any waiver granted shall be limited 10 the specific circumstance expressly described in it, and
shall not apply to any subsequent or other circumstance, whether similar or dissimilar, or give risc o, or evidence, any
obligation or commitment to grant any further waiver. The Loan Documents represent the entirc agreement about this
subject matter and supersede prior negotiations or agreements. Al prior agreements, understandings, representations,
warranties, and negotiations between the parties about the subject matter of the Loan Documents merge into the Loan
Documents.

117 Counterparts. This Agreement may be executed in any number of counterparts and by different
parties on separate counterparts, each of which, when executed and delivered, is an original, and all taken together,
constitute one Agreement. Delivery of an executed signature page of this Agreement by electronic mail transmission
shall be effective as delivery of a manually exccuted counterpart hereof.

118 Confidentiality. Bank agrees to maintain the confidentiality of Information (as defined below),
except that Information may be disclosed (a) to Bank's Subsidiaries and Affiliates and their respective employees,
directors, agents, attorneys, accountants and other professional advisors (collectively, “Representatives” and,
together with Bank, collectively, “Bank Entities”), provided that such Bank Entities are subject to the same
confidentiality provisions herein; (b) to prospective transferces, assignees, eredit providers or purchasers of Bank’s
interests under or in connection with this Agreement and their Representatives (provided. however, Bank shall use
obtain any such prospective transferee’s, assignee’s, credit provider's, purchaser's or their Representatives' agreement
1o the terms of this provision o substantially similar terms): (c) as required by law, regulation, subpoena, or other
order; (d) to Bank's regulators or as otherwise required or requested in connection with Bank’s examination or audit;
(c) in connection with the exercise of remedies under the Loan Documents or any action or proceeding relating to this
Agreement or any other Loan Document or the enforcement of rights hereunder or thereunder; and () to third-party
service providers of Bank so long as such service providers have exccuted a confidentiality agreement with Bank with
terms no less resirictive than those contained herin. “Information” means all information received from Borrower
and its agents regarding Borrower or ts business, in cach case other than information that is either: (i) in the public
domain or in Bank’s possession when disclosed to Bank, or becomes part of the public domain (other than as a result
of its disclosure by Bank in violation of this Agreement) after disclosure to Bank: or (ii) disclosed to Bank by a third
party, if Bank does not know that the third party is prohibited from disclosing the information,
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119 Electronic Execution of Documents. The words “execution.” “signed.” “signature” and words of
like import in any Loan Document shall be deemed to include electronic signatures, or the keeping of records in
electronic form, each of which shall be of the same legal effect, validity and enforceability as a manually executed
signature or the use of a paper-based recordkeeping systems, as the case may be, to the extent and as provided for in
any Applicable Law, including, without limitation, any state law based on the Uniform Electronic Transactions Act.

1110 Right of Setoff. Borrower hereby grants to Bank a Lien and a right of setoff as security for all
Obligations to Bank, whether now existing or hereafier arising upon and against all deposits, credis, collateral and
property, now or hereafier in the possession, custody, safekeeping or control of Bank or any entity under the control
of Bank (including a subsidiary of Bank) or in transit o any of them, and other obligations owing to Bank or any such
entity. At any time afier the oceurrence and during the continuance of an Event of Default, without demand or notice,
Bank may setoff the same or any part thereof and apply the same to any liability or Obligation of Borrower even
though unmatured and regardless of the adequacy of any other collateral securing the Obligations. ANY AND ALL
RIGHTS TO REQUIRE BANK TO EXERCISE ITS RIGHTS OR REMEDIES WITH RESPECT TO ANY OTHER
COLLATERAL WHICH SECURES THE OBLIGATIONS, PRIOR TO EXERCISING ITS RIGHT OF SETOFF
WITH RESPECT TO SUCH DEPOSITS, CREDITS OR OTHER PROPERTY OF BORROWER, ARE HEREBY
KNOWINGLY, VOLUNTARILY AND IRREVOCABLY WAIVED.

1111 Captions and Section References. The headings used in this Agreement are for convenience only
and shall not affect the interpretation of this Agreement. Unless indicated otherwise, section references herein are to
sections of this Agreement.

1112 Construction of Agreement. The parties hereto mutually acknowledge that they and their attorneys
have participated in the preparation and negotiation of this Agreement. In cases of uncertainty this Agreement shall
be construed without regard to which of the parties caused the uncertainty to exist.

1113 Relationship. The relationship of the parties to this Agreement i
provisions of this Agreement. The parties do not intend to create any agency, partnersh
or other relationship with dutes or incidents different from those of parties to an arm's-

determined solely by the
joint venture, trust, fiduciary
ength contract.

1114 Third Parties. Nothing in this Agreement, whether express or implied, is intended to: () confer
any benefits, rights or remedies under or by reason of this Agreement on any Persons other than the express parties o
itand their respective permitted successors and assigns; (b) relieve or discharge the obligation or liability of any Person
not an express party to this Agreement; or (¢) give any Person not an express party to this Agreement any right of
subrogation or action against any party to this Agreement.

1115 Anti-Terrorism Law. Bank hereby notifies Borrower that, pursuant o the requirements of Anti-
Terrorism Law, Bank may be required to obain, verify and record information that identifies Borrower, which
information may include the name and address of Borrower and other information that will allow Bank to identify
Borrower in accordance with Anti-Terrorism Law. Borrower hereby agrees to take any action necessary to enable
Bank to comply with the requirements of Anti-Terrorism Law,

12, ACCOUNTING TERMS AND OTHER DEFINITIONS

121 Accounting and Other Terms.

(1) Accounting terms not defined in this Agreement shall be construed following GAAP,
except for non-compliance with FAS 23R with respect to monthly financial statements. Calculations and
determinations must be made following GAAP (except for (a) non-compliance with FAS 123R with respect to monthly
financial statement), provided that if at any time any change in GAAP would affeet the computation of any financial
ratio or requirement set forth in any Loan Document, and either Borrower or Bank shall so request, Borrower and
Bank shall negotiate in good faith to amend such ratio or requirement to preserve the original intent thereof in light of
such change in GAAP: provided, further, that, until so amended., (i) such ratio or requirement shall continue to be
computed in accordance with GAAP prior 10 such change therein and (ii) Borrower shall provide Bank financial
statements and other documents required under this Agreement or as reasonably requested hereunder setting forth a
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reconciliation between calculations of such ratio or requirement made before and after giving effect to such change in
GAAP.

() Asused in the Loan Documents: (i) the words “shall” or “will” are mandatory, the word
permissive, the word “or” is not exclusive, the words “includes™ and “including” are not limiting, the singular

“may”
includes the plural, and numbers denoting amounts that are set off in brackets are negative; (i) the term “continuing’
in the context of an Event of Default means that the Event of Default has not been remedied (if capable of being
remedied) or waived; and (iii) whenever a representation or warranty is made to Borrower's knowledge or awareness,
10 the “best of” Borrower's knowledge, or with a similar qualification, knowledge or awareness means the actual
knowledge, after reasonable investigation, of any Responsible Officer.

122 Definitions. Capitalized terms not otherwise defined in this Agreement shall have the meanings set
forth in this Section 122, All other terms contained in this Agreement, unless otherwise indicated, shall have the
meaning provided by the Code o the extent such terms are defined therein. As used in this Agreement, the following
capitalized terms have the following meanings:

“Aecount” i, as to any Person, any “account” of such Person as “account” is defined in the Code with such
additions to such term as may hereafler be made, and includes, without limitation, all accounts receivable and other
sums owing to such Person.

““Account Debtor™ is any “account debtor” as defined in the Code with such additions o such term as may
hereafter be made.

“Adjusted EBITDA shall mean, for Borrower and its Subsidiaries, with respect to any period, the sum
of (a) Net Income, plus (b) to the extent deducted or added to_the calculation of Net Income, (i) Interest income,
Interest Expenses, (i) depreciation expense and amortization expense, (i) income tax expense, (iv) non-cash stock
‘compensation, and (v) any other one-time restructuring or non-cash charges.

“Adjusted Quick Ratio™ is the ratio of (a) Quick Assets to (b) the sum of (i) Current Liabilities minus (ii)
the current portion of Deferred Revenue.

“Administrator” is an individual that is named:

(@ asan“Administrator” in the “SVB Online Services” form completed by Borrower with the
authority to determine who will be authorized to use SVB Online Services (as defined in Bank's Online
Banking Agreement as in effect from time to time) on behalf of Borrower; and

(b)  asan Authorized Signer of Borrower in an approval by the Board.

“Advance” or “Advances” means a revolving credit loan (or revolving credit loans) under the Revolving
Line.

“Affiliate” s, with respect o any Person, each other Person that owns or controls directly or indirectly the
Person, any Person that controls or is controlled by or is under common control with the Person, and cach of that
Person's senior executive officers, directors, partners and, for any Person that is a limited liability company, that
Person’s managers and members.

“Agreement” is defined in the preamble hereof.

“Anti-Terrorism Law” means any law relating to terrorism or money-laundering, including Executive Order
No. 13224 and the USA Patriot Act.

“Applicable Law” means all applicable provisions of constitutions, laws, statutes, ordinances, rules, treaties,
regulations, permits, licenses, approvals, interpretations and orders of courts or Governmental Authorities and all
orders and decrees of all courts and arbitrators.
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“Authorized Signer” means any individual lsted in Borrower's Borrowing Resolution who is authorized to
execute the Loan Documents, including making (and executing if applicable) any Credit Extension request, on behalf
of Borrower.

“Availability Amount” s the lesser of (a) the Revolving Line or (b) the Borrowing Base, minus the sum of
all outstanding principal amounts of any Advances.

“Bank” s defined in the preamble hereof.

“Bank Ent

ies™ is defined in Section 11.8.

“Bank Expenses” are all reasonable audit fees, costs and reasonable expenses (including reasonable, out-of-
pocket and documented attorneys' fees and expenses) for preparing, amending, negotiating, administering. defending
and enforcing the Loan Documents (including, without limitation, those incurred in connection with appeals or
Insolvency Proceedings) or otherwise incurred with respect to Borrower or any Guarantor.

“Bank Services” are any products, credit services, and/or financial accommodations previously, now, or
hereafter provided to Borrower or any ofits Subsidiaries by Bank or any Bank Affiliae, including, without fimitation,
any letters of credi, cash management services (including, without limitation, merchant services, direct deposit of
payroll, business eredit cards, and check cashing services), interest rate swap arrangements, and foreign exchange
services as any such products or services may be identified in Bank's various agreements related thereto (cach, a
“Bank Services Agreement”).

“Bank Services Agreement” s defined in the definition of Bank Services.

“Board” is Borrower's board of dircetors or equivalent governing body.
“Borrower” s set forth on Schedule I hereto.

“Borrower's Books” are all Borrowers books and records including ledgers, federal and state tax returns,
records regarding Borrower's assets or liabilities, the Collateral, business operations o financial condition, and all
computer programs or storage or any equipment containing such information.

“Borrowing Base™ is eighty percent (80%) of Eligible Accounts, as determined by Bank from Borrower's
most recent Borrowing Base Statement; provided, however, that Bank has the right to decrease the foregoing
percentages in its commercially reasonable discretion to mitigate the impact of events, conditions, contingencies, or
risks which would reasonably be expected to adversely affect the Collateral o its value, following thirty (30) days
prior written natice to Borrower,

“Borrowing Base Statement” is that certain statement of the value of certain Collateral in the form specified
by Bank to Borrower from time to time.

“Borrowing Resolutions” are, with respect to any Person, those resolutions adopted by such Person’s board
of directors (and, if required under the terms of such Person’s Operating Documents, stockholders) and delivered by
such Person to Bank approving the Loan Documents to which such Person is a party and the transactions contemplated
thereby, together with a certificate executed by its secretary on behalf of such Person certifying () such Person has
the authority to execute, deliver, and perform its obligations under each of the Loan Documents to which it is a party,
(b) that set forth as a part of or attached as an exhibit to such certificate is a true, correct, and complete copy of the
applicable resolutions then in full force and effect authorizing and ratifying the execution, delivery, and performance
by such Person of the Loan Documents to which it is a party, (c) the name(s) of the Person(s) authorized to execute
the Loan Documents, including making (and exccuting if applicable) any Credit Extension request, on behalf of such
Person, together with a sample of the true signature(s) of such Person(s), and (d) that Bank may conclusively rely on
such certificate unless and until such Person shall have delivered to Bank a further certificate canceling or amending
such prior certificate.
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“Business Day” s a day other than a Saturday, Sunday or other day on which commercial banks in the State
of California are authorized or required by law t0 close, except that if any determination of a “Business Day” shall
relate to an FX Contract, the term “Business Day” shall be a FX Business Day.

“Cash Collateral Account” is defined in Section 5.4(c).

“Cash Equivalents” are (a) marketable direct obligations issued or unconditionally guaranteed by the United
States or any agency or any State thereof having maturities of not more than one (1) year from the date of acquisition;
(b) commercial paper maturing no more than one (1) year after it creation and having the highest rating from cither
Standard & Poor’s Ratings Group or Moody’s Investors Service, Inc.; (c) Bank’s certificates of deposit issued
maturing no more than one (1) year after issue; (d) long-term securities having a rating minimum of A-/A3 from cither
Standard & Poor's Ratings Group or Moody's Investors Service, Inc.; and () money market funds at least ninety-five
percent (95.0%) of the assets of which constitute Cash Equivalents of the kinds described in clauses (a) through (d) of
this definition.

“Change in Control” means (a) at any time, any “person” or “group” (as such terms are used in Sections
13(d) and 14(d) of the Exchange Act), shall become, or obtain rights (whether by means of warrants, options or
otherwise) to become, the “beneficial owner” (as defined in Rules 13(d)-3 and 13(d)-5 under the Exchange Act),
directly or indirectly, of forty-nine percent (49.0%) or more of the ordinary voting power for the clection of directors,
partners, managers and members, as applicable, of Borrower (determined on a fully diluted basis) other than by the
sale of Borrower's equity securities in a public offering or to venture capital or private equity investors so long as
Borrower identifies to Bank the venture capital or private equity investors at least seven (7) Business Days prior to
the closing of the transaction and provides to Bank a description of the material terms of the transaction; (b) during
any period of twelve (12) consccutive months. a majority of the members of the Board of Borrower cease to be
composed of individuals (i) who were members of that board or equivalent governing body on the first (1s) day of
such period, (ii) whose election or nomination to that board or equivalent governing body was approved by individuals
referred to in clause (i) above constituting at the time of such election or nomination at least a majority of that board
or equivalent governing body or (iii) whose election or nomination to that board or other equivalent governing body
was approved by individuals referred 1o in clauses (i) and (ii) above constituting at the time of such clection or
‘nomination at least a majority of that board or equivalent governing body: or (c) at any time, Borrower shall cease to
own and control, of record and beneficially, directly or indirectly, one hundred percent (100.0%) of each class of
outstanding stock, partership, membership, or other ownership interest or other equity securities of each Subsidiary
of Borrower free and clear of all Liens (except Pemitted Liens and except dissolutions or transfers permitted pursuant
to Sections 6.2 and 6.3 of this Agreement).

“Change in Law” means the occurrence, after the Effective Date, of: (a) the adoption or taking effect of any
law, rule, regulation or treaty; (b) any change in Applicable Law or in the administration, interpretation,
implementation or application thereof by any Governmental Authority: or (c) the making o issuance of any request,
rule, guideline or directive (whether or not having the force of law) by any Govemmental Authority: provided that
notwithstanding anything herein to the contrary, (i) the Dodd-Frank Wall Street Reform and Consumer Protection Act
and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (ii) all requests, rules,
guidelines or directives promulgated by Bank for International Settlements, the Basel Committee on Banking
Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case
pursuant to Basel 111, shall in each case be deemed to be @ “Change in Law", regardless of the date enacted, adopted
or issued.

“Claims” is defined in Section 11.3.

“Code” is the Uniform Commercial Code, as the same may, from time to time, be enacted and in effect in
the State of California; provided, that, to the extent that the Code is used to define any term herein or in any Loan
Document and such term is defined differently in different Articles or Divisions of the Code, the definition of such
term contained in Article or Division 9 shall govern; provided further, that in the event that, by reason of mandatory
provisions of law, any or all of the attachment, perfection, or priority of., or remedies with respect to, Bank’s Lien on
any Collateral is govemed by the Uniform Commercial Code in effect in a jurisdiction other than the State of
California, the term “Code™ shall mean the Uniform Commercial Code as enacted and in effect in such other
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jurisdiction solely for purposes of the provisions thereof relating to such attachment, perfection, priority, or remedies
and for purposes of definitions relating to such provisions.

“Collateral” consists of all of Borrower's right,title and intercst in and to the following personal property:

(1) (i)l goods, Accounts (including health-care receivables). Equipment, Inventory, contract
rights o rights to payment of money. leases, license agreements, franchise agreements, General Intangibles (except
as provided below), commercial tort claims, documents, instruments (including any promissory notes), chattel paper
(whether tangible or electronic), cash, deposit accounts, certificates of deposit, ixtures, letters of credit rights (whether
ar not the letter of credit is evidenced by a writing), securities, securities accounts, securities entitlements and all other
investment property, supporting obligations, and financial assets, whether now owned or hercafier acquired, wherever
located; and (ii) all Borrower's Books relating 10 the foregoing, and any and all claims, rights and interests in any of
the above and all substitutions for, additions, attachments, accessorics, accessions and improvements to and
replacements, products, proceeds and insurance proceeds of any or all of the forcgoing.

(b)  Notwithstanding the foregoing, the Collateral does not include any of the following (now
existing or hereafter arising, owned or created):

() any Intellectual Property; provided, however, the Collateral shall include all
Accounts and all proceeds of Intellectual Property. If a judicial authority (including a U.S.
Bankruptey Court) would hold that a security interest in the underlying Intellectual Property is
necessary to have a security interest in such Accounts and such property that are proceeds of
Intellectual Property, then the Collateral shall automatically, and effective as of the Effective Date,
include the Intellectual Property 1o the extent necessary to permit perfection of Bank's security
interest in such Accounts and such other property of Borrower that are proceeds of the Intellectual
Property; and

(i) any interest of Borrower as a lessee or sublessee under a real property lease or an
Equipment lease if Borrower is prohibited by the terms of such lease from granting a security interest
in such lease or under which such an assignment or Lien would cause a default to occur under such
lease (but only to the extent that such prohibition is enforceable under all applicable laws including,
without limitation, the Code); provided, however, that upon termination of such prohibition, such
interest shall immediately become Collateral without any action by Borrower or Bank.

() Pursuant to the terms of a certain negative pledge arrangement with Bank, Borrower has
agreed not to encumber any of its Intellectual Property in contravention of the terms of such pledge agreement without
Bank’s prior written consent.

“Collateral Account” is any Deposit Account, Securities Account, or Commodity Account,

“Commodity Account” is any “commodity account” as defined in the Code with such additions to such term
as may hereafter be made.

“Compliance Statement” is that certain statement in the form attached hereto as Exhibit A.

“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income
(however denominated) or that are franchise Taxes or branch profits Taxes.

“Contingent Obligation” is, for any Person, any direet or indirect liability of that Person for (a) any direct
or indirect guaranty by such Person of any indebtedness, lease, dividend, letter of credit, credit card or other
obligation of another, (b) any other obligation endorsed, co-made, discounted or sold with recourse by that Person,
s direetly or indirecly liable; (¢) any obligations for undrawn letters of credit for the
account of that Person; and (d) all obligations from any interest rate, currency or commodity swap agreement,
interest rate cap or collar agreement, or other agreement or arrangement designated to protect a Person against
fluctuation in interest rates, currency exchange rates or commodity prices; but “Contingent Obligation” docs not
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include endorsements in the ordinary course of business or any Permitted Call Spread Agreement(s). The amount of
a Contingent Obligation is the stated or determined amount of the primary obligation for which the Contingent
Obligation is made or, if not determinable, the maximum reasonably anticipated liability for it determined by the
Person in good faith; but the amount may not exceed the maximum of the obligations under any guarantee or other
support amangement

“Control Agreement” is any control agreement entered into among the depository institution at which
Borrower maintains a Deposit Account or the securities intermediary or commodity intermediary at which Borrower
maintains a Securities Account or a Commodity Account, Borrower, and Bank pursuant (o which Bank obtains control
(within the meaning of the Code) aver such Deposit Account, Securities Account, or Commadity Account.

‘Copyrights” are any and all copyright rights, copyright applications, copyright registrations and like
protections in each work of authorship and derivative work thereof, whether published or unpublished and whether or
not the same also constitutes a trade secret.

“Credit Extension” is any Advance, Overadvance, Letter of Credit, FX Contract, amount utilized for cash
management services, Term Loan Advance, or any other extension of credit under the Loan Documents by Bank for
Borrower's benefit.

“Curreney” is coined money and such other banknotes or other paper money as are authorized by law and
circulate as a medium of exchange.

“Current Liabilities™ are (a) all obligations and liabilities of Borrower to Bank, plus (b) without duplication
of (a) the aggregate amount of Borrower’s Total Liabilites that mature within one (1) year (including, for the
avoidance of doubt, all Obligations of Borrower to Bank under the Term Loan Advances that mature within one year
and Revolving Advances that mature within one year).

“Defa
Default.

means any event which with notice or passage of time or both, would constitute an Event of

“Default Rate” is defined in Section 1.2(c).

“Deferred Revenu
yet recognized as revenue.

all amounts received or invoiced in advance of performance under contracts and not

“Deposit Account” s any “depor
hereafter be made.

aceount” as defined in the Code with such additions to such term as may

“Designated Deposit Account”
Borrower with Bank for purposes of recei

the deposit account with account number XxX-XXxx-9905, establis
g Credit Extensions.

ed by

“Division” means, in reference to any Person which s an entity, the division of such Person into two (2) or
more separate Persons, with the dividing Person either continuing or terminating it existence as part of such division,
including, withou limitation, as contemplated under Section 18-217 of the Delaware Limited Liability Company Act
for limited liability companics formed under Delaware law. Section 17-220 of the Delaware Revised Uniform Limited
Partnership Act for limited partnerships formed under Delaware law, or any analogous action taken pursuant to any
other Applicable Law with respect to any corporation, limited liability company, partnership or other entity.

“Dollar Equivalent” is, at any time, () with respect to any amount denominated in Dollars, such amount,
and (b) with respect to any amount denominated in a Foreign Currency., the equivalent amount therefor in Dollars as
determined by Bank at such time on the basis of the then-prevaling rate of exchange in San Francisco, California, for
sales of the Foreign Currency for transfer to the country issuing such Foreign Currency.
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“Dollars.” “dollars” or use of the sign “S” means only lawful money of the United States and not any other
currency, regardless of whether that currency uses the “S” sig to denote its currency or may be readily converted into
lawful money of the United States.

“Effective Date” is set forth on Schedule I hereto.

“Eligible Accounts” means Accounts owing to Borrower which arise in the ordinary course of Borrower’s
business that meet all Borrower’s representations and warranties in Section 4.3, that have been, at the option of Bank,
confirmed in accordance with Section 5.4(f) of this Agreement, and are due and owing from Account Debtors deemed
creditworthy by Bank in its commercially reasonable discretion. Bank reserves the right, at any time after the First
Amendment Effective Date, in its commercially reasonable discretion in each instance, to adjust any of the crieria st
forth below and to establish new criteria, following thirty (30) days prior written notice to Borrower. Unless Bank
otherwise agrees in writing, Eligible Accounts shall not include:

(@) Accounts (i) for which the Account Debtor is Borrower's Affiliate, officer, employee,
investor, or agent, or (ii) that are intercompany Accounts;

(b)  Accounts that the Account Debtor has not paid within ninety (90) days of invoice date
regardless of invoice payment period terms;

(¢)  Accounts with credit balances over ninety (90) days from invoice date, to the extent of such
credit balances;

() Accounts owing from an Account Debtor that exceed Two Hundred Fifty Thousand
Dollars ($250,000) if fifty percent (50.0%) or more of the Accounts owing from such Account Debtor have not been
paid within ninety (90) days of invoice date;

() Accounts owing from an Account Debtor
business in the United States or (ii) whose billing address (as set forth in the applicable invoice for such Account)
not in the United States, unless in the case of both (i) and (i) such Accounts are otherwise approved by Bank
writing. provided, however, that Bank hereby approves the Accounts relating to Device Technologies Belrose which
is located in Australia;

which does not have its principal place of

() Accounts billed from and/or payable to Borrower outside of the United States (sometimes
called foreign invoiced accounts);

(®)  Accounts in which Bank does not have a first priority, perfected security interest under all
Applicable Law, other than Device Technologies Belrose which is located in Australia (solely relative to any failure
10 obtain a first priority, perfected security interest in any foreign jurisdiction, including Australia);

(n)  Accounts billed and/or payable in a Currency other than Dollars;

() Accounts owing from an Account Debtor to the extent that Borrower is indebted or
obligated in any manner to the Account Debtor (as ereditor, lessor, supplier or otherwise - sometimes called “contra”™
accounts, accounts payable, customer deposits or eredit accounts), but only to the extent of such Indebtedness or
obligations;

() Accounts with or in respect of aceruals for marketing allowances, incentive rebates, price
protection, cooperative advertising and other similar marketing credits, unless otherwise approved by Bank in writing,
but only to the extent of such credits;

(k) Accounts owing from an Account Debtor which is a United States govemment entity or
any department, agency, or instrumentalty thereof unless Borrower has assigned its payment rights to Bank and the
assignment has been acknowledged under the Federal Assignment of Claims Act of 1940, as amended;
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() Accounts with customer deposits and/or with respect to which Borrower has received an
upfront payment, to the extent of such customer deposit and/or upfront payment;

(m)  Accounts for demonstration or promotional equipment, or in which goods are consigned,
or sold on a “sale guaranteed”, “sale or return”, “sale on approval”, or other terms if Account Debtor’s payment may

be conditional;

(n)  Accounts owing from an Account Debtor where goods or services have not yet been
rendered to the Account Debtor (sometimes called memo billings or pre-billings);

(0)  Accounts subject to contractual arrangements between Borrower and an Account Debtor
where payments shall be scheduled or due according to completion or fulfillment requirements (sometimes called
‘contracts accounts receivable, progress billings, milestone billings, or fulfillment contracts);

(p)  Accounts owing from an Account Debtor the amount of which may be subject to
withholding based on the Account Debtor’s satisfaction of Borrower’s complete performance (but only to the extent
of the amount withheld; sometimes called retainage billings):

@ Accounts subject 1o trust provisions, subrogation rights of a bonding company, or
statutory trust;

() Accounts owing from an Account Debior that has been invoiced for goods that have not
been shipped to the Account Debtor unless Bank, Borrower, and the Account Debtor have entered into an agreement
acceptable to Bank wherein the Account Debtor acknowledges that (i) it has tile to and has ownership of the goods
wherever located, (i) a bona fide sale of the goods has occurred, and (i) it owes payment for such goods in accordance
with invoices from Borrower (sometimes called “bill and hold" accounts):

(s)  Accounts for which the Account Debtor has not been invoiced;

() Accounts that represent non-trade receivables or that are derived by means other than in
the ordinary course of Borrower’s business;

(W) Accounts for which Borrower has permitted Account Debtor's payment to extend beyond
ninety (90) days (including Accounts with a due date that is more than ninety (90) days from invoice date);

(V) Accountsarising from chargebacks, debit memos or other payment deductions taken by an
Account Debtor;

(W) Accounts arising from product returns and/or exchanges (sometimes called “warranty” or
“RMA™ accounts);

(x)  Accounts in which the Account Debtor disputes liability or makes any claim (but only up

o the disputed or claimed amount), or if the Account Debtor is subject to an Insolvency Proceeding (whether voluntary
or involuntary), or becomes insolvent, or goes out of business;

(y)  Accounts owing from an Account Debtor, whose total obligations to Borrower exceed
twenty-five percent (25.0%) of all Accounts, only for the amounts that exceed that percentage, unless Bank approves
in writing; and

() Accounts for which Bank in its sole discretion determines collection to be doubtfl,
including, without limitation, accounts represented by “refreshed” or “recycled” invo

“Environmental Laws” means any Applicable Law (including any permits, concessions, grants, franchises,
licenses, agreements or govemmental restrictions) relating to pollution or the protection of health, safety or the
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Sales and Marketing

‘We marketand sell ur implants primarily through a diect sale force and third-pary disributors. Our target customer base includes approximately 7,500 surgeons who perform spine andor
pelvic surgry,incluing orthopedic spine surgeons, neurosurgeons, general orhopedic surgeons, and orthopedic traurma surgeons.

Our direct sales organizaton in the United States covered eighteen sales regions as of December 31, 2022, In ach region, a number of teritory sales managers act as the primary customer
contact, Our teriory sales managers have extensiv traning and experience selling medical devices for spine problems and pain management, generally focusing on emergin technaloies and
markets. For large andior high volume teritoris, e also employ teritory representtives who cover cases. As of Decemmber 31, 2022, our U.S. sales force consisted of 88 tertory sales managers.
and 73 clinical specialsts diectly employed by us, and 105 thid-party disibutors. As of December 31, 2022, we had 35 employees working i our European operations actoss muliple counties. As
of December 31, 2022, ou international sles force consistd of 18 sales representaives directly emplayed by us and 30 third-pary distributors, which together had sales in 38 counties through
December 31, 2022, We intend o continue 0 grow our specilized sales force o foser elationships with surgeons and support reverue growh.

We believ it s essential 0 raise awareness among lower back pain sufferers that dhei symptoms may be the resultof sacroilac Joint disorders and that minimally invasive surgcal reatments
are available, To raise patien awareness, we have implemented targeted marketing, education and direct outrach progams. We continualy update our social media niiatives and post content to
educate and engage patients who may be candidates for our procedures. We plan to make addiional investmens to futher increase patient awareness, primarily through digital marketing, including,
paid search, display advertisng, social media and public relatios.

Research and Development

‘We temain focused on the development of products and techniques o help surgeons improve the reatment of their patients and anticipate continuing (0 bud products and pursue addiional
indications. Our development team, in consullation with surgeons, has a pipeline of products in various stages 1o provide solutions tha respond (o the neds of our surgeon customers and their
patiens. We plan to eck regulatory clearances for addional indicaions as required. We antcipate tha research and development expenses wil caninue to ncrease in the fuure

Compeition

We believe we are a industy leader in solving musculoskeletal disorders of the sacropelvic anatomy veith our proprietary minimally invasive surgial implant systems. Over the past several
years, other comparies have subscquently recognized the muli-billion addressable market opportunity and have entered the mirimally invasive sacmiliac joint fusion market, We expect more
compatitos o entr ito the market and an increased number of new product intoductions by exstng compettors. Many of ou competitors are large, publicy traded companies that can dedicate far
greater resources to the minimaly invasive sacroilac joint market than we can. These companies often have wide product offerngs for spine and orthapedic surgery, which allow them to bundle
Products in order 0 win ange hospital group contracts and can create a barie to entry fo us. For exampl, some of our competitors offer sacrilsc joint fusion products which integrate with their
Surgical navigation and robetics platforms, enabling navigation o ther procedures of performance of aspects of hese procedures by Surgical obars. Many of these companies alsa have much larger
sals forces than ours, which allow then o reach more surgeons. Other compettors have entered the market with allograt bone implants marketed as human tssue products and inended for
sacroliac stabilization and/or fusion. Many of these competitors are smaler companies and target nterventional pain and oher physicans ot trained as orthopecic and neurological surgeons for use
of these products. We also expect there 1o b a contiued push for non-surgical altematives,

In the United Stats, we believe that our primary competitrs curently are Globus Medica, Inc. and Medueonic plc. Ou primry competitors in Europe are Globus Medical and SIGNUS.
‘Medizintechnik GmbH. However, these compedtors sel screw-based products, which we believe lack the features, evidence and advantages of our implants. We aso compete against non-hardware
products, such as allograt bone implant. These alograft procucts comprise human cells or issues and are generally regulated by the FDA differenly from implantable medical devices made of
metalic or other no-isue based materials, uness these competiors allograt productsfal o mee the FDA'scritria for regulation asa haman cll or tssue produc.

n
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environment or the release of any materials into the environment (including those related to hazardous materias, air
emissions, discharges to waste or public systems and health and safety matters).

“Equipment” is all “equipment” as defined in the Code with such additions to such term as may hereafter
be made, and includes without limitation all machinery, fixtures, goods, vehicles (including motor vehicles and
trailers), and any interest in any of the foregoing.

“ERISA™ is the Employee Retirement Income Security Act of 1974, as amended, and its regulations.
“Event of Default” is defined in Section 6.11
“Exchange Act" is the Securities Exchange Act of 1934, as amended.

“Excluded Taxes” means any of the following Taxes imposed on or with respect to Bank or required to be
withheld or deducted from a payment to Bank, (a) Taxes imposed on o measured by net income (however
denominated), franchise Taxes. and branch profits Taxes. in each case, (i) imposed as a result of Bank being organized
under the laws of, or having its principal office or its applicable lending office located in, the jurisdiction imposing
such Tax (or any political subdivision thereof) or (ii) that are Other Connection Taxes, (b) U.S. federal withholding
Taxes imposed on amounts payable (o or for the account of Bank with respect to an applicable interest in a Credit
Extension pursuant to a law in effect on the date on which (i) Bank acquires such interest in the Credit Extensions or

(i) Bank changes its lending office, except in each case o the extent that, pursuant to Section 1.6, amounts with
respect to such Taxes were payable either to Bank’s assignor immediately before Bank became a party hereto or to
Bank immediately before it changed its lending office, (c) Taxes attributable to Bank’s failure to comply with
Section 1.6() and/or any reporting and delivery requirements, and (d) any withholding Taxes imposed under FATCA.

“FATCA" means Sections 1471 through 1474 of the Internal Revenue Code, as of the date of this Agreement
(or any amended or successor version that is substantively comparable and not materially more onerous to comply
with), any current or future regulations or official interpretations thereof, any agreements entered into pursuant to
Section 1471(b)(1) of the Intemal Revenue Code and any fiscal or regulatory legislation, rules or practices adopted
pursuant to any intergovemmental agreement, treaty or convention among Governmental Authorities and
implementing such Sections of the Intemal Revenue Code.

“Final Payment” is a payment (in addition to and not a substitution for the regular monthly payments of
principal plus accrued interest) due on the earliest to occur of () the Term Loan Maturity Date, (b) the repayment of
the Term Loan Advance in full, (c) as required pursuant to Section 1.1(c) or 1.1(d), or (d) the termination of this
Agreement, in an amount equal to the original aggregate principle amount of the Term Loan Advance extended by
Bank to Borrower multiplied by two percent (2.0%).

“Financial Covenant Measuring Period” is any period of time (a) commencing on the later to occur of (i)
the date on which the aggregate value of the Borrower’s unrestricted and unencumbered (except for Liens in favor of
Bank) cash and Cash Equivalents held at SVB and SVB's Affiliates falls below [***] Dollars and (ii) January 1,
2024 and (b) terminating on the date on which Borrower has achieved two (2) consecutive quarters of Adjusted
EBITDA greater than [***] Dollars. Afier the termination of a Financial Covenant Measuring Period. if both (X)
Borrower's Adjusted EBITDA is equal to or less than [***] Dollars any such fiscal quarter and (Y) the ageregate
value of the Borrower's unrestricted and unencumbered (except for Liens in favor of Bank) cash and Cash
Equivalents held at SVB and SVB's Affiliates is less than [***] Dollars, then a new Financial Covenant Measuring
Period shall start and shall not terminate until Borrower again achieves Adjusted EBITDA Balance greater than
[***] Dollars for two (2) new consccutive quarters.

inancial Statement Repository” is L43flc@svb.com or such other means of collecting information
approved and designated by Bank afier providing notice thereof to Borrower from time to time,

“First Amendment Effective Date” means January 6, 2023.

“Foreign Currency" is the lawful money of a country other than the United States.
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“Foreign Subsidiary” is a Subsidiary that is not an entity organized under the laws of the United States or
any territory thereof or the District of Columbia.

“Funding Date” is any date on which a Credit Extension is made to or for the account of Borrower which
shall be a Business Day.

“EX Business Day” is any day when (a) Bank’s Foreign Exchange Department is conducting its normal
business and (b) the Foreign Currency being purchased or sold by Borrower is available to Bank from the entity from
which Bank shall buy or sell such Foreign Currency.

“FX Contract” is any foreign exchange contract by and between Borrower and Bank under which Borrower
commits to purchase from or sell to Bank a specific amount of Foreign Currency at a set price or on a specified date.

“GAAP" s generally accepted accounting principles set forth in the opinions and pronouncements of the
Accounting Principles Board of the American Institute of Certified Public Accountants and statements and
pronouncements of the Financial Accounting Standards Board or in such other statements by such other Person as
may be approved by a significant segment of the accounting profession, which are applicable to the circumstances as
of the date of determination (except for with respect to unaudited financial statements for the absence of footnotes and
subject to year-end audit adjustments).

“General Intangibles” is all “general intangibles” as defined in the Code in effect on the date hereof with
such additions to such term as may hereafter be made, and includes without limitation, all Intellectual Property, claims,
income and other tax refunds, security and other deposits, payment intangibles, contract rights, options to purchase or
sell real or personal property, rights in all liigation presently or hercafter pending (whether in contract, tort or
otherwise), insurance policies (including without limitation key man, property damage, and business interruption
insurance), payments of insurance and rights to payment of any kind.

“Good Faith Deposit” is defined in Section 1.3,

“Governmental Approval” is any consent, authorization, approval, order, license, franchise, permit,
certificate, accreditation, registration, filing or notice, of., issued by, from or to, or other act by or in respect of, any
Governmental Authority.

“Governmental Authority" is any nation or government, any state or other political subdivision thercof,
any agency. authority, instrumentality, regulatory body, court, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative functions of or pertaining to government, any securi
exchange and any self-regulatory organization.

“Guarantor™ is any Person providing a Guaranty in favor of Bank with respect to the Obligations.

“Guaranty" is any guarantee of all or any part of the Obligations, as the same may from time to time be
amended,restated, modified or otherwise supplemented.

“Indebtedness ™ i (a) indebtedness for borrowed money or the deferred price of property or services, such
as reimbursement and other obligations for surety bonds and letters of credit, (b) obligations evidenced by notes,
bonds, debentures or similar instruments, (c) capital lease obligations, (d) Contingent Obligations and (¢) other short-
and long-term obligations under debt agreements, lines of credit and extensions of credit, provided, however, that in
1o event shall obligations under any Permitted Call Spread Agreement constitute Indebtedness.

“Indemnified Person” is defined in Section 11.3.
“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any

payment made by or on account of any obligation of Borrower under any Loan Document and (b) to the extent not
otherwise described in clause (a), Other Taxes.
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“Lien” s a claim, mortgage, deed of trust, levy, attachment charge, pledge, hypothecation, security interest
or other encumbrance of any kind, whether voluntarily incurred or arising by operation of law or otherwise against
any property.

“Loan Documents” are, collectively, this Agreement and any schedules, exhibits, certificates, notices, and
any other documents related to this Agreement, the Perfection Certificate, the Control Agreement, any Bank Services
Agreement, any subordination agreement, any note, or notes or guaranties executed by Borrower or any Guarantor,
landlord waivers and consents, bailee waivers and consents, and any other present or future agreement by Borrower
and/or any Guarantor with or for the benefit of Bank in connection with this Agreement or Bank Services, all as
amended, restated, or otherwise modified in accordance with the terms thereof.

“Material Adverse Change” is (a) a material impairment in the perfection or priority of Bank's Lien in the
Collateral or in the value of such Collateral; (b) a material adverse change in the business, operations, or condition
(financial or otherwise) of Borrower; or (c) a material impairment of the prospect of repayment of any portion of the
Obligations when such Obligations are due.

“Net Income” means, as caleulated on a consolidated basis for Borrower and its Subsidiaries for any period
as at any date of determination, the net profit (or loss). after provision for taxes, of Borrower and its Subsidiaries for
such period taken as a single accounting period.

“Net Revenue” means, for any period as of any date of determination, Borrower's net revenue caleulated in
accordance with GAAP.

“Obligations” are Borrower's obligations to pay when due any debis, principal, interest, fees, Bank
Expenses, the Termination Fee (if applicable), the Revolving Line Commitment Fee, the Prepayment Fee (if
applicable), the Final Payment, and other amounts Borrower owes Bank now or later, whether under this Agreement,
or the other Loan Documents,or otherwise, including, without limitation, all obligations relating to Bank Services and
interest accruing after Insolvency Proceedings begin and debis, liabiities, or obligations of Borrower assigned to
Bank, and to perform Borrower's duties under the Loan Documents (but in all cases excluding any equity interests of
Bank and/or its Affiliates in Borrower).

“OFAC" is the Office of Forcign Assets Control of the United States Department of the Treasury and any
successor thereto.

“Operating Documents” are, for any Person, such Person’s formation documents, as certified by the
Secretary of State (or equivalent agency) of such Person’s jurisdiction of organization on a date that is no earlier than
thirty (30) days prior to the First Amendment Effective Date, and, (a) if such Person is a corporation, its bylaws in
current form, (b) if such Person is a limited liability company, its limited liability company agreement (or similar
agreement), and (c) if such Person is a partnership or limited partnership, its partnership agreement or limited
partnership agreement (or similar agreement), each of the foregoing with all current amendments or modifications
thereto.

“Other Connection Taxes” means, with respect to Bank, Taxes imposed as a result of a present or former
‘connection between Bank and the jurisdiction imposing such Tax (other than connections arising from Bank having
executed, delivered, become a party to, performed its obligations under, received payments under, received or
perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or
sold or assigned an interest in any Credit Extension or Loan Document).

“Other Taxes” means all present or future stamp, court, documentary, intangible, recording, fling or similar
Taxes that arise from any payment made under, from the execution, delivery, performance, enforcement or registration
of, from the receipt or perfection of a security interest under, or otherwise with respect to, any Loan Document, except
any such Taxes that are Other Connection Taxes imposed with respect to an assignment.

“Overadvance” is defined in Section 1.1.B.





image310.png




image311.jpeg
“Patents” means all patents, patent applications and like protections including without limitation
improvements, divisions, continuations, renewals, reissues, extensions and continuations-in-part of the same.

“Payment/Advance Form” is that certain form in the form attached hereto as Exhibit B.

“Payment Date” is set forth on Schedule | hereto.

“Perfection Certificate” is the updated Perfection Ci
Amendment Effective Date in connection with this Agreement.

ificate delivered by Borrower on or around the First

“Permitted Acquisition” or “Permitted Acquisitions™ means an acquisition by Borrower or any Subsidiary
of any Intellectual Property or all or substantially all of the assets of. all of the awnership interests in. or a business
line, product line (including rights in respect of any medical device) or unit or division of another Person (including
any foreign corporations) for cash consideration (including any purchase price adjustments, indemnity payments and
eamn-out obligations in connection therewith) up to Ten Million Dollars ($10,000,000) in any fiscal year (or such
greater amount as may be agreed with the prior written consent of Bank): provided that, with respect to each such
acquisition, each of the following conditions shall have been satisfied (or waived by Bank, acting in its commercially
reasonable discretion):

(@) no Event of Default shall have occurred and be continuing or would result from the
consummation of the proposed acquisition and Bank has received evidence that Borrower is in compliance with all
terms and conditions of this Agreement on a pro forma basis after giving effect to such acquisition,

(b)  such acquired Person or assets shall be in a similar line of business as is conducted by
Borrower as of the Effective Date (or a line of business reasonably related thereto),

() such acquisition shall not cause the focus or locations of Borrower's and its Subsidiaries™
operations (when taken as a whole) to be located outside of the United States,

(@ suchacquisition shall not constitute a hostile acquisition,
(¢)  any Person acquired as a result of such acquisition shall become a secured Guarantor (or

co-borrower) subject to the terms herein, within fifteen (15) Business Days of the consummation of such acquisition,

() in connection with such acquisition, neither Borrower nor any of its subsidiaries (including
for this purpose, the target of the acquisition) shall acquire or be subject to any Indebtedness or Liens that are not
otherwise permitted hereunder;

() Borrower shall provide Bank with written notice of the proposed acquisition at least five
(5) Business Days prior to the anticipated signing, commitment, or closing date of the proposed acquisition, whichever
oceurs first;

(h)  Borrower shall provide to the Bank not later than five (5) Business Days after the execution
thereof;, a copy of the executed purchase agreement or similar agreement with respect to any such acquisition;

(i) such acquisition has been approved by the board of directors (or other equivalent legally
zoveming body) of the Person to be acquired,

() theentity or assets to be acquired in such acquisition shall not be subject to any Lien other
() the first priority Liens granted in favor of Bank and (y) Permitted Licns;

() all transactions related to such acq
accordance with applicable law: and

ion shall be consummated in all material respects in
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() Borrower shall provide to the Bank as soon as available but in any event not later than five
(5) Business Days after the execution thereof, a copy of the executed purchase agreement or similar agreement with
respect to any such acquisition.

Borrower shall provide to the Bank as soon as available butin any event not laer than five (5) Business Days
after the execution thercof a certificate of a Responsible Officer of Borrower, in form and substance reasonably
satisfactory (o Bank, certifying that al of the requirements set forth i this definition have been satisfied or will be
ed on or prior (o the consummation of such acquisition. Notwithstanding the foregoing and for the avoidance
of doubt, in no event shall Borrower or any of its Subsidiaries assume any liabilities with respect to any acquisition,
including without limitation, any Permitied Indebtedness, in excess of Fifteen Million Dollars ($15,000,000) in
aggregate outstanding at any time for such Permitted Acquisitions.

“Permitted Call Spread Agreements” means (a) any call option transaction . but not limited o,
any bond hedge transaction or capped call transaction) pursuant to which the Borrower acquires an option requiring
the counterparty thereto to deliver to the Borrower shares of common stock of the Borrower (o other sccuritis or
property following a merger event or other change of the common stock of the Borrowe), the cash value thereof or a
combination thereof from time to time upon exercise of such option entered into by the Borrower in connection with
the issuance of Permitted Convertible Debt (such transaction, a “Bond Hedge Transaction™) and (b) any issued
warrants to acquire common stock of the Borrower (o other securities or property following a merger event or other
change of the common stock of the Borrower) (whether such warrant is settled in shares, cash or a combination thereof)
issued by the Borrower in connection with the issuance of Permitted Convertible Debt and sold by Borrower
substantially concurrently with any purchase by Borrower of a Bond Hedge Transaction and settled in (such
transaction, a “Warrant Transaction”); provided that (i) the terms, conditions and covenants of each such call option
transaction are customary for agreements of such type, as determined by the Board (or a committee thereof) in good
faith, (i) the purchase price for such Bond Hedge Transaction, less the proceeds received by the Borrower from the
sale of any related Warrant Transaction, does not exceed the net procecds received by the Borrower from the issuance
of the related Permitted Convertible Indebtedness at the time of such purchase, and (ii) in the case of clause (b) above,
such warrants would be classified as an equity instrument in accordance with GAAP.

“Permitted Convertible Debt” means any unsecured notes issued by the Borrower that are convertible
into a fixed number (subject to customary anti-dilution adjustments, “make-whole™ increases and other customary
changes thereto) of shares of common stock of the Borrower (or other scurities or property following a merger
event or other change of the common stock of the Borrower), cash or any combination thereof (with the amount of
such cash or such combination determined by reference to the market price of such common stock or such other
securities): provided that such Indebtedness must satisfy each of the following conditions: (i) both immediately
prior to and afer giving effect (including pro forma effect) to the issuance thercof, no Default or Event of Default
shall exist or result thercfrom. ii) such Indebtedness matures afier, and docs not require any scheduled amortization
or other scheduled or otherwise required payments of principal prior to, or have a scheduled maturity date carlier
than, the date that is ninety one (91) calendar days after the Term Loan Maturity Date and prior to that date, does
not provide for or require any payments of principal or any other payments with the exception of semi-annual
interest payments, obligations to settle conversions, redemption rights (which, for the avoidance of doubt, will be
subject to Section 6.7) and customary obligations to offer to repurchase the notes upon the oceurrence of a
“fundamental change”, (iii) any cross-default or cross-acceleration event of default (cach howsoever defined)
provision contained therein that relates to indebtedness or other payment obligations of Borrower (or any of its
Subsidiaries) (such indebtedness or other payment abligations, a “Cross-Default Reference Obligation”) contains
a cure period of at least thirty (30) calendar days (afier written notice to the issuer of such Indebtedness by the
trustee or to such issuer and such trustee by holders of at least 25% in aggregate principal amount of such
Indebtedness then outstanding) before a default, event of default, acceleration or other event or condition under such
Cross-Default Reference Obligation resuls in an event of default under such cross-default or cross-acecleration
provision, (iv) the terms, conditions and covenants (other than pricing terms determined through a customary
marketing process) of such Indebtedness must be customary for convertible Indebtedness of such type at the time
of issuance (as determined by the Board, or a committee thereof, in good faith) and, (v) such Indebedness is not
guaraniced by any Subsidiary of the Borrower unless the Obligations are guaranteed by such Subsidiary on a secured
basis. For the avoidance of doub, and without limitation of the foregoing, Permitied Convertible Debt shall at all
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times be valued at the full stated principle amount thereof and shall not include any reduction or appreciation in
value of the shares deliverable upon conversion thereof.

“Permitted Foreign Subsidiary Accounts™ is defined in Section 5.9(a).

“Permitted Hedging Agreement” means any currency agreement, all rate swap transactions or other
contract or arrangement designed solely to protect a Person against fluctuations in currency exchange rates and interest
rate risk, and any confirmation executed in connection with any such agreement, contract, or arrangement, in cach
case, entered into by Borrower or any of its Subsidiaries solely to hedge or mitigate the risks of foreign exchange rate
fluctuations and interest rate isk and not for any speculative or other purposes: provided that such agreement, contract
or arrangement shall comply in all respects with the hedging policies or guidelines as are approved by the Board or as
are approved by Bank (such approval not to be unreasonably withheld, delayed or conditioned): provided further, that
all acerued and reasonably expected liabilities of Borrower or its Subsidiaries arising under Permitied Hedging
Agreements shall not exceed One Million Dollars ($1,000.000) in the aggregate at any time. For the avoidance of
doubt, no Permitted Call Spread Agreement shall constitute a Permitted Hedging Agreement.

“Permitted Indebtedness™

(@) Borrower's Indebiedness to Bank under this Agreement, the other Loan Documents and
under any other agreement with Bank;

() Indebtedness exis

1g on the Effective Date which is shown on the Perfection Certificate;
(c)  Subordinated Debt;
(d)  unsecured Indebtedness to trade creditors incurred in the ordinary course of business;

(¢)  Indebtedness incurred as a result of endorsing negotiable instruments received in the
ordinary course of business;

(f)  Indebtedness sccured by Liens permitted under clauses (a) and (c) of the definition of
“Permitted Liens™ hereunder;

() other unsecured Indebedness not otherwise permitted by Section 6.4 not exceeding Two
Hundred Fifty Thousand Dollars ($250.000.00) in the aggregate outstanding at any time;

() Indebtedness with respect to credit cards maintained with American Express, not to exceed
Five Hundred Thousand Dollars (§500,000) outstanding at any time;

Permitied Hedging Agreements;

() intercompany Indebtedness by and among Borrower and s Subsidiaries (subject to
“Permitted Investments” part (g)(i):

(k) Indebtedness in respect of letters of credit, bank guarantees and similar instruments issued
for the account of Borrower and/or its Subsidiaries in the ordinary course of business not to exceed Seven Hundred
Fifty Thousand Dollars ($750,000) outstanding at any time;

() advances or deposits received in the ordinary course of business from customers or
vendors;

(m)  Indebtedness in respect of netting services, overdraft protections, payment processing.
automatic clearinghouse arrangements, arrangements in respect of pooled deposit or sweep accounts, check
endorsement guarantees, and otherwise in connection with deposit accounts or cash management services and
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Indebtedness arising in connection with automated clearing house transfer of funds o the use of other payment
processing services;

(n)  Indebtedness arising in connection with the financing of insurance premiums in the
ordinary course of business not to exceed Seven Hundred Fifty Thousand Dollars ($750,000) outstanding at any time;

(0)  Indebtedness in respect of performance bonds, bid bonds, appeal bonds, surety bonds,
completion guarantees and similar obligations arising in the ordinary course of business not to exceed Seven Hundred
Fifty Thousand Dollars ($750,000) in the ageregate outstanding at any time;

() Unsecured Indebtedness in connection with Permitted Acquisitions, not to exceed Fifteen
Million Dollars ($15,000,000) in agaregate outstanding at any time;

(@) Permitted Convertible Debt in aggregate principal amount not to exceed Two Hundred
Fifty Million Dollars ($250,000,000) in principal amount at any time outstanding;

() Indebtedness of Borrower's Subsidiaries in connection with the sale of Inventory by
Borrower tots Subsidiaries in the ordinary course of business, which may from time to time be forgiven by Borrower:

() purchase price adjustments, indemnity payments and eam-out obligations in connection
with any Permitted Acquisition (1o the extent not in excess of the consideration limitations set forth in the defi
thercof); and

() extensions, refinancings, modifications, amendments and restatements of any items of
Permitted Indebtedness (a) through (s) above, provided that the principal amount thercof is not increased or the terms
thereof are not modified to impose more burdensome terms upon Borrower or its Subsidiary., as the case may be.

“Permitted Investments” are:

(@) Tnvestments (including, without limitation, Subsidiarics) existing on the Effective Date
which are shown on the Perfection Certificate;

(b) (i) Investments consisting of cash and Cash Equivalents, and (ii) any other Investments
permitted by Borrower's investment policy, as amended from time to time, provided that such investment policy (and
any such amendment thereto) has been approved in writing by Bank, further provided that Bank hereby confirms
approval of such investment policy delivered to Bank around the Effective Date;

(c)  Investments consisting of the endorsement of negotiable i
collection or similar transactions in the ordinary course of Borrower's business;

truments for deposit or

(@) Investments consisting of deposit and securities accounts (but only to the extent that
Borrower or its Subsidiaries is permitted to maintain such accounts pursuant to Section 5.9 of this Agreement) in
which Bank has a first priority perfected security interest (only if and to the extent required pursuant to Section 5.9 of
this Agreement);

(¢)  Investments accepted in connection with Transfers permitted by Section 6.1;
() Investments consisting of the creation of a Subsidiary for the purpose of consummating a

merger transactions and Permitted Acquisitions permitted by Section 6.3 of this Agreement, which is otherwise a
Permitted Investment;

(2 tments by Borrower in Subsidiaries that are not borrowers hereunder (or Guarantors),
not to exceed (i) (x) Seven Million Five Hundred Thousand Dollars ($7.,500,000) in the aggregate in any fiscal year;
and (y) Three Million Dollars ($3,000,000) in any fiscal quarter, plus (ii) the ongoing day-to-day operations of such
Subsidiaries in the ordinary course of business, so long as such (part (ii)) Investments are (A) made on a cost-plus





image318.png




image319.jpeg
basis, or (B) otherwise in accordance with transfer pricing arrangements,or (C) are otherwise approved in advance in
writing by Bank;

(h)  Investments by Borrower in any other co-borrower under this Agreement or Guarantor;

() Investments consisting of (i) travel advances and employee relocation loans and other
employee loans and advances in the ordinary course of business, and (i) loans to employees, officers, directors,

partners, managers and members relating to the purchase of equity securities of Borrower or its Subsidiaries pursuant
to employee equity purchase plans or similar agreements approved by the Board;
() Investments (including debt obligations) received in connection with the bankruptey or

reorganization of customers or suppliers and in settlement of delinquent obligations of, and other disputes with,
customers or suppliers arising in the ordinary course of business:

(k) Tnvestments consisting of notes receivable of. or prepaid royalties and other credit
extensions, to customers and suppliers who are not Afiliates, in the ordinary course of business; provided that this
paragraph (j) shall not apply to Investments of Borrower in any Subsidiary;

() Cashinvestments of up to One Million Dollars ($1.000,000) per fiscal year, plus non-cash
Investments in joint ventures or strategic alliances in the ordinary course of Borrower’s business consisting of the non-
exclusive licensing of technology. the development of technology or the providing of technical support

(m)  any Permitted Call Spread Agreements;
() Permitted Acquisitions;
(0)  Investments not to exceed Five Million Dollars ($5,000.000) per fiscal year to fund the

expansion of Borrower and/or its Subsidiaries in (i) Japan, and/or (if) any other jurisdiction as may be agreed by Bank
(in its commercially reasonable discretion) and Borrower, and

(p)  other Investments not otherwisc enumerated in this defined term “Permitted Investments”
not exceeding Five Hundred Thousand Dollars ($500.000) in the aggregate during any fiscal year.

“Permitted Liens” arc:

@ Liens existing on the Effective Date which are shown on the Perfection Certificate or
arising under this Agreement or the other Loan Documents;

(b)  Liens for taxes, fees, assessments or other government charges or levies, either (i) not due
and payable o (ii) being contested in good faith and for which Borrower maintains adequate reserves on Borrower’s
Books, provided that no notice of any such Lien has been filed or recorded under the Internal Revenue Code;

(¢)  purchase money Licns and equipment liens (i) on Equipment or software acquired or held
by Borrower incurred for financing the acquisition of the Equipment or software securing no more than One Million
Dollars ($1,000,000) in the aggregate amount outstanding, or (ii) existing on Equipment or software when acquired,
if the Lien is confined to the property and improvements and the proceeds of the Equipment or software;

(d)  Liens of carriers, warehousemen, suppliers, or other Persons that are possessory in nature
arising in the ordinary course of business so long as such Liens attach only to Inventory, securing liabilities in the
aggregate amount not (o exceed Two Hundred Fifty Thousand Dollars ($250,000), and which are not delinguent or
remain payable without penalty or which are being contested in good faith and by appropriate proceedings which
procecdings have the effect of preventing the forfeiture or sale of the property subject thereto;
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() Liens to secure payment of workers' compensation, employment insurance, old-age
pensions, social security and other like obligations incurred in the ordinary course of business (other than Liens
imposed by ERISA);

() Liens incurred in the extension, renewal or refinancing of the Indebtedness secured by
Liens described in (a) through (c), but any extension, renewal or replacement Lien must be limited to the property
encumbered by the existing Lien and the principal amount of the indebtedness may not increase;

() leases or subleases of real property granted in the ordinary course of Borrower’s business
(or, if referring to another Person, in the ordinary course of such Person’s business), and leases, subleases, non-
exclusive licenses or sublicenses of personal property (other than Intellectual Property) granted in the ordinary course
of Borrower's business (or, if referring to another Person, in the ordinary course of such Person’s business), if the
leases, subleases, licenses and sublicenses do not prohibit granting Bank a sccurity interest therein;

(W) (i) non-exclusive licenses of Intellectual Property granted to third parties in the ordinary
course of business, (ii) licenses of Intellcctual Property that could not reasonably be expected to result in a legal
transfer of titl of the licensed property that may be exclusive in respects of teritory (as to discreet geographical areas
inside and outside of the United States), and (ii)licenses existing on the Effective Date and disclosed on the Perfection
Certificate;

() customary Liens of any bank in connection with statutory, common law and contractual
rights of setoff and recoupment with respect to any deposit account or securities account of Borrower, provided that
(i) Bank has a first priority perfected security interest in such account (if perfection is required pursuant to Section 5.9
of this Agreement), and (ii) such account s permitted to be maintained pursuant to Section 5.9 of this Agreement;

() Liens arising from attachments or judgments, orders, or decrees in circumstances not
constituting an Event of Default under Sections and 7.

(k) deposits under real property leases that are made in the ordinary course of business not to
exceed Seven Hundred Fifty Thousand Dollars ($750,000) at any time;

() casements, rights-of-way, restrictions and other similar encumbrances affecting real
property which, in the aggregate, are not substantial in amount, and which do not in any case materially detract from
the value of the property subject thereto or materially interfere with the ordinary conduct of the business of the
applicable Person;

(m) other Liens (not otherwise enumerated in this defined term) not exceeding One Hundred
Thousand Dollars ($100,000) in the ageregate outstanding at any time;

(1) Liens in respect of performance bonds, bid bonds, appeal bonds, surety bonds, completion
guarantees and similar obligations arising in the ordinary course of business not to exceed Seven Hundred Fifty
Thousand Dollars ($750,000) in the aggregate outstanding at any time; and

(©)  Liens on cash and Cash Equivalents securing obligations under Permitted Hedging
Agreements.

“Person” is any individual, sole proprictorship, partnership, limited liability company. joint venture,
company, trust, unincorporated organization, association, corporation, institution, public benefit corporation, firm,
joint stock company, estate, entity or government agency.

“Prepayment Fee” is a fee due upon prepayment (whether voluntary or otherwise) of the Term Loan
Advance in full prior to the Term Loan Maturity Date equal to two percent (2.00%) of the aggregate | principal amount
of the Term Loan Advance being prepaid on such date, provided, however, that no such Prepayment Fee is acerued
or payable to Bank, and such Prepayment Fee is waived by Bank (i) with respect to the Term Loan Advance (as
defined in the Agreement prior to the First Amendment Effcctive Date) prepaid on or around the First Amendment
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Based on our commercial experience and market rescarch, we beleve ou implants are currendly used in the majoriy of minimally invasive surgicalfusions of the sacroiliac joint i the United
State. Our triangular itanium implant is iffereniaed from other screw-based technologies on the market. Our triangular iFuse is the only minimaly invasive product for sacroilac joint fusion
commercially avallable in the United Stats that, 10 our Knowledge, Is supported by published clinical evidence including randomized controlled studies that demonstsate the safety, clinical
effeciveness, durabiliy, and economic udly. These benefits are supported by more than 100 published papers. We have received exclusive reimbursement coverage in the United Staes by certain
payors based upon our differentiated product and qualty of our evidence. We bellev these factors provide competiive advaniages (@ us n the market. The following are the primary competive
factors on which companies compete in our industry:

+ product and clinical procecure effeciveness;
+ ease of surgical technique and use of asociated insruments;

. safey

+ publshed clinical outcomes and evidence;

« sales force effectiveness:

+ product support and srvice, and customer service;

« comprehensive taining, ncluing discase,anatomy, diagnosis and eatment;
« product inovation and the speed of imovation;

« intllecual propersy;

+ accounabilty and responsiveness {0 cusomers’ demands;

« scienifc (biomechanics) dta; nd

+ prcing and reimbursement
Intellectual Property

We protect our imelectual propery through our pending patent applications and issued patents. As of December 31, 202, we had been isued 51 isued U.S. patents and had 32 pending US.
patent applications, and we owned 16 issued foreign patents an had 18 pending forcign patent applications. We have focused the majorty of our foreign patent efforts in Chia, Europe, and Japan.
Our current U.S. patents on Fuse, including the triangular shape, expire in November 2024, Competitors may market smilar riangular shaped devices upon the expiation o the patents in late 2024,
Our current U.S. atents on iFuse- 30, incluing th fenestrated desiga, expire in September 2035, Our foreign patents will expire between August 2025 and September 2035

As of December 31, 2022, e have 19 reistered trademarks i the United State and have filed for four more. We have sought protection for a least two of these trademarks i 60 countries
including the 27 European member countriesof the Madrid Protocol,

We also rey upon trade secrts, know-how and continuing technalogical innovation, and ma rely upon licensing opporturities in the future, 1o develop and maintan our compeitive positon.
‘We may seek to protect our proprietary rights through a varety of methods, including confidentialiy ageeements and proprietary information agreements with suppliers, employees, consultants and
thers who may have access t proprietay information, under which they are bound 0 assign 0 us Inventions made during he tem of thei agreemens.

“The term of individual patents depends on the lega term for patents in the couniries i which they are granted. In most counties, including the Urited State, the patent tem is generaly 20
years from the earlies. caimed fling date of  non-provisional patent applcation in the applicable country. There can be no assurance tha patents will be ssued from any of aur pending spplications
or that f patent are ssued, they will be o suffcient scope or siength to provide meaningful protecton for our technology. Notwithstanding the scope of the patent protecton avaisble 1 us, a
‘compelitar could develop tratment methods or devices tha are not covered by our patens but tht compete with aur proprietary technology and procucts. Furthermre, numerous U.S. and foreign
issued patens and patent applications owned by third pardes exis in the felds in which we are developing products. Because patent applications can take many years t0 issue, there may be.
applications curenily unknown 0 us, which may laer resalt in ssued patents that our existng o future products or proprictary technalogies may be aleged and/or found o Infringe.
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Effective Date, and (i) if any such prepaid Term Loan Advance is refinanced through a new credit facility provided
by Bank.

“Prime Rate™ is set forth on Schedule I hereto.

“Prime Rate Margin s set forth on Schedule I hereto,

“Qualified Cash” means the amount of the Borrower and its Subsidiaries cash and Cash Equivalents held
with Bank and/or Banks Affiliates and/or in accounts subject to a Control Agreement in favor of Bank;

“Quarterly Financial Statements” is defined in Section 5.3(c).
“Quick Assets” is, on any date, Borrower’s unrestricted and unencumbered cash and Cash Equivalents,
including, for the avoidance of doubt, balances in the Cash Collateral Account, and Eligible Accounts

“Redemption Conditions” means, with respect to any redemption by the Borrower of any Permitied
Convertible Debt, satisfaction of each of the following events: (a) no Event of Default shall exist or result therefrom,
(b) both immediately before and after such redemption, Borrower’s Qualified Cash shall be no less than the amount
required to prepay the outstanding Obligations in full at the time of such redemption, including all outstanding
principal of the Term Loans, the accrued and unpaid interest thereon, the Final Payment, and the Prepayment Fee
(provided, however, for the avoidance of doubt no such prepayment is required at such time), and (c) both immediately
before and after such redemption, Borrower's Remaining Months Liquidity shall be no less than twelve (12).

“Registered Organization”
such term as may hereafter be made.

s any “registered organization” as defined in the Code with such additions to

“Remaining Months Liquidity” means Qualified Cash divided by Adjusted EBITDA (measured on a
trailing twelve (12) month basis).

defined in Section 11.8.

“Representatives™

“Reserves” means, as of any date of determination, such amounts as Bank may from time to time establish
and revise in its commercially reasonable discretion, reducing the amount of Advances and other financial
accommaodations which would otherwise be available to Borrower (a) to refllct events, conditions, contingencies or
risks which, as determined by Bank in its commercially reasonable discretion, do or may adversely affect (i) the
Collateral or any other property which is sccurity for the Obligations or ts value (including without limitation any
increase in delinquencies of Accounts), (ii) the assets, business or prospects of Borrower or any Guarantor, or (iii) the
security interests and other rights of Bank in the Collateral (including the enforceability, perfection and priority
thereof); or (b) to reflect Bank's reasonable belief that any collateral report or financial information furnished by or on
behalf of Borrower or any Guarantor to Bank is or may have been incomplete, inaccurate or misleading in any material
respect; or (c) in respect of any state of facts which Bank determines in its commercially reasonable discretion
constitutes a Default or an Event of Default.

“Responsible Officer™ is any of the Chief Executive Officer, President, Chief Financial Officer, Chief Legal
Officer, and Controller of Borrower.

“Restricted License s any material license or other material agreement with respect to which Borrower is
the licensee () that prohibits or otherwise restricts Borrower from granting a security interest in Borrower’s interest
in such license or agreement or any other property, or (b) for which a default under o termination of could interfere
with Bank’s right to sell any material Collateral.

“Revolving Line” is set forth on Schedule | hereto.

“Revolving Line Maturity Date” is set forth on Schedule | hereto.
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“Sanctioned Person” means a Person that: (a) is lsted on any Sanctions list maintained by OFAC or any
similar Sanctions list maintained by any other Governmental Authority having jurisdiction over Borrower; (b) is
located, organized, or resident in any country, territory, or region that is the subject or target of Sanctions; or (¢) is
fifty percent (50.0%) or more owned or controlled by ane (1) or more Persons deseribed in clauses (a) and (b) hercof:

“Sanctions” means the economic sanctions laws, regulations, embargoes or restrictive measures
administered, enacted or enforced by the United States government and any of its agencies, including, without
limitation, OFAC and the U.S. State Department, or any other Governmental Authority having jurisdiction over
Borrower.

“SEC” is the Sccurities and Exchange Commission, any successor thereto, and any analogous Govermental
Authority.

Securities Account” is an
may hereafter be made.

curities account” as defined in the Code with such additions to such term as

“Streamline Balance" is defined in the definition of Streamline Period.

“Streamline Period” is, on and after the First Amendment Effective Date, provided no Event of Default has
occurred and is continuing, the period (a) commencing on the first (1st) day of the month following the day that
Borrower provides to Bank a written report that Borrower has, for the immediately preceding month, measured at
month-end (only when Advances are outstanding or are being requested by Borrower), as determined by Bank in its
commercially reasonable discretion, an Adjusted Quick Ratio in an amount as of such measurement date of greater
than or cqual to 1.50 to 1.00 (the “Streamline Balance™): and (b) terminating on the earlicr to oceur of (i) the
occurrence of an Event of Default, and (ii) the first month-end measured thereafier in which Borrower fails to maintain
the Streamline Balance, as determined by Bank in its commercially reasonable discretion. Upon the termination of a
Streamline Period, Borrower shall maintain the Streamline Balance each month end for one (1) fiscal quarter, as
determined by Bank in its commercially reasonable discretion, prior to entering into a subsequent Streamline Period.
Borrower shall give Bank prior written notice of Borrower's election to enter into any such Streamline Period, and
each such Streamline Period shall commence on the first (1st) day of the monthly period following the date Bank
determines, in its commercially reasonable discretion, that the Streamline Balance has been achieved.

‘Subordinated Debt” is indebtedness incurred by Borrower or any of its Subsidiaries subordinated to all of
Borrower's or any of its Subsidiarics’ now or hereafier indebtedness to Bank (pursuant to a subordination,
intercreditor, or other similar agreement in form and substance satisfactory to Bank entered into between Bank and
the other creditor), on terms acceptable to Bank. For the avoidance of doubt, Permitted Convertible Debt shall not
constitute Subordinated Debt.

“Subsidiary” is. as to any Person, a corporation, partnership, limited liability company or other entity of
which shares of stock., partnership, membership, or other ownership interest or other equity securities having ordinary
voting power (other than stock, partnership, membership, or other ownership interest or other equity securities having
such power only by reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such corporation, partnership or other entity are at the time owned, or the management of which is
otherwise controlled. dircetly or indireetly through one or more intermediarics, or both, by such Person. Unless the
context otherwise requires, each reference to a Subsidiary herein shall be a reference to a Subsidiary of Borrower or
Guarantor.

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup
withholding), assessments, fees or other charges imposed by any Governmental Authority, including any interest,
additions to tax or penalties applicable thereto.

*“Term Loan Advance” is defined in Section 1.1(a) of this Agreement.

“Term Loan Amortization Date” is set forth on Schedule | hereto.
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““Term Loan Availability Amount” is set forth on Schedule I hereto.
“Term Loan Maturity Date” s set forth on Schedule | hereto,

“Termination Fee'

defined in Section 1.3(c).

“Total Liabilities™ is on any day, obligations that should, under GAAP, be classified as liabilitics on
Borrower's consolidated balance sheet, including all Indebtedness, but excluding all Subordinated Debt.

““Trademarks” means, with respect to any Person, any trademark and servicemark rights, whether registered
or not, applications to register and registrations of the same and like protections, and the entire goodwill of the business
of such Person conneeted with and symbolized by such trademarks.

“Transfer” i defined in Section 6.1.

“Uncommitted Accordion” s defined in Section 1.1(a) of this Agreement.

“USA Patriot Act” means the “Uniting and Strengthening America by Providing Appropriate Tools
Required to Intercept and Obstruct Terrorism Act of 2001” (Public Law 107-56, signed into law on October 26, 2001),
as amended from time to time.

[Signature page follows)
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be exccuted as of the Effective
Date.

BORROWER:

SI-BONE, INC.

By: /s/ Anshul Maheshwari
Name: Anshul Maheshwari

Title: Chief Financial Officer

BANK:

SILICON VALLEY BANK

By: /5 Mark Davis

Name: Mark Davis

Title: Vice President

Signature Page to Loan and Security Agreement
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SCHEDULE
LSA PROVISIONS

A Sectior

SA Provision

T.TA(a) - Revolving Line -
Availability

Amounts borrowed under the Revolving Line may be prepaid or repaid
and. prior to the Revolving Line Maturity Date, reborrowed., subject to the
applicable terms and conditions precedent herein, without penalty or
premium.

1.1(a) ~ Term Loan — Availability

“The initial Term Loan Advance must be in an amount equal (o the initial
Term Loan Av lity Amount available on the First Amendment
Effective Date (excluding the Uncommitted Accordion, for the avoidance
of doubt). Afer repayment, the Term Loan Advance (or any portion
thereof) may not be reborrowed.

1.1(b) — Term Loan - Repayment

Commencing on the Term Loan Amortization Date, and continuing on
each Payment Date thereafier until the Term Loan Advance is paid in full,
Borrower shll repay the outstanding Term Loan Advance in () thirty (30)
cqual monthly installments of principal, plus (ii) monthly payments of
acerued interest in accordance with Section 1.2(a)(ii) at the rate set forth in
Section 1.2(b)il).

T.2(a)(i) — Interest Payments -
Advances

Interest on the outstanding principal amount of each Advance is payable in
arrears monthly (A) on cach Payment Date, (B) on the date of any
prepayment and (C) on the Revolving Line Maturity Date.

T2(a)(i) - Interest Payments —
Term Loan Advances

Tnterest on the outstanding principal amount of the Term Loan Advance is
payable in arrears monthly (i) on each Payment Date commencing on the
first Payment Date following the Funding Date of each such Term Loan
Advance, (ii) on the date of any prepayment of the Term Loan Advance,
and (iii) on the Term Loan Maturity Date.

1.2(b)(i) ~ Interest Rate - Advances

“The outstanding principal amount of any Advance shall acerue interest at
a floating rate per annum equal to the greater of (A) six and one quarter of
one percent (6.25%) and (B) the Prime Rate plus the applicable Prime Rate
Margin, which interest shall be payable in accordance with Scction
1.2(a).

1.2(b)i) - Interest Rate — Term
Loan Advances

The outstanding principal amount of the Term Loan Advance shall aceruc
interest ata floating rate per annum equal to the greater of (A) six and threc:
quarters of one percent (6.75%) and (B) the Prime Rate plus the applicable
Prime Rate Margin, which interest shall be payable in accordance with
Section 1.2(a)

1.2(¢)~ Interest Computation

Interest shall be computed on the basis of the actual number of days elapsed
and a 360-day year for any Credit Extension outstanding.

1.3(c) - Revolving Line
Commitment Fee

A fully carned, non-refundable_commitment fee of (i) Seventy-Fiv
‘Thousand Dollars ($75,000) on the First Amendment Effective Date, (i
Seventy-Five Thousand Dollars ($75.000) on the first anniversary of the

8]
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LSA Section

LSA Provision

First Amendment Effective Date, and (iii) Thirty-Seven Thousand Five
Hundred ($37,500) on the second anniversary of the First Amendment
Effective Date.

122~ “Borrower™

“Borrower” means (i) SI-BONE, INC.. a Delaware corporation.

12.2~ “Effective Date™

“Effective Date” is August 12, 2021,

122~ “Payment Date™

“Payment Date” s (a) with respect to Term Loan Advances, the first (150)
calendar day of each month and (b) with respect to Advances, the last
calendar day of cach month.

122~ “Prime Rate”

“Prime Rate” is the rate of interest per annum from time {o time published
in the money rates section of The Wall Street Journal or any successor
publication therto as the “prime rate” then in cffect; provided that if such
rate of interes, as set forth from time to time in the money rates section of
The Wall Street Journal, becomes unavailable for any reason as determined
by Bank, the “Prime Rate” shall mean the rate of interest per annum
announced by Bank as its prime rate in effect at its principal office in the
State of California (such Bank announced Prime Rate not being intended
10 be the lowest rate of interest charged by Bank in connection with
extensions of credit to debtors): provided that, in the event such rate of
interest is less than zero percent (0.0%) per annum, such rate shall be
decmed 10 be zero percent (0.0%) per annum for purposes of this
Agreement.

122~ “Prime Rate Margin™

“Prime Rate Margin™ is (a) for Advances, (i) zero percent (0.00%), and
(b) for Term Loan Advances, one half of one percent (0.50%).

122~ "Revolving Line”

“Revolving Line” is an aggregate principal amount equal (o Fificen
Million Dollars ($15,000,000).

12.2—“Term Loan Amortization
Date”

“Term Loan Amortization Date” is July 1. 2025

“Revolving Line Maturity

“Revolving Line Maturity Date” is the date that is thirty (30) months after
the First Amendment Effective Date.

12.2—"Term Loan Availability
Amount”™

“Term Loan Availability Amount™ is Thirty-Six Million Dollars
(536,000,000); provided however, upon Borrower's request,if Bank, in its
sole and absolute discretion, grant Borrower’s request to make the
Uncommitted Accordion available to Borrower, then “Term Loan
Availability Amount” shall mean an aggregate principal amount equal to
Fifty-One Million Dollars (§51,000,000)

122~ “Term Loan Maturity Date™

“Term Loan Maturity Date” is December I, 2027.

12
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EXHIBITA
COMPLIANCE STATEMENT

TO! SILICON VALLEY BANK Date:
FROM: SI-BONE, INC.

Under the terms and conditions of the Loan and Security Agreement between Borrower and Bank (as
amended, modified, supplemented and/or restated from time to time, the “Agreement”), Borrower s in complete
compliance for the period ending. with all required covenants except as noted below. Attached are
the required documents evidencing such compliance. setting forth caleulations prepared in accordance with GAAP
consistently applied from one period to the next except as explained in an accompanying lettr or footnotes (and except
for with respect to unaudited financial statements for the absence of footnotes and subject to year-end audit
adjustments). Capitalized terms used but not otherwise defined herein shall have the meanings given them in the
Agreement.

Please indicate compliance status by circling Yes/No under “Complies” column.

Reporting Covenants Required Complies
Quarterly Financial Statements with Quarterly within 45 days and Yes No
Compliance Statement FYE within 90 days
“Annual financial statements (CPA Audited) FYE within 180 days Yes No
10-. 10-Kand 8K Within 5 Business Days after Yes No NA
filing with SEC
Board approved projections EYE within 30 days and Yes No

within 30 days, as
amended/updated, in each
case as approved by the
Board

Borrowing Base Reports ‘When Advances are Yes No
outstanding or are being
requested, weekly on Friday of
cach week if an Streamline
Period is not in effect;
‘monthly within 30 days of
month

End if and Streamline Period

is in effect; and with each

Advance
ATR & AJP Agings and Deferred Revenue When Advances are Yes No
reports outstanding or are being
requested, monthly within 30
days
Have there been any material amendments o | N/A Yes No
the Operating Documents of Borrower? If yes,
provide copies of any such amendments or
changes with this Compliance Statement
Streamline Period Applics
(Measured only when Advances are outstanding
or are being requested by Borrower)
Adjusted Quick Ratio > 150 t0 1.00 Yes No
Adjusted Quick Ratio < 1.50 10 1.00 Yes No

Al
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The following financial covenant analyses and information set forth in Schedule 1 attached hereto are true
and correct as of the date of this Compliance Statement.

The following are the exceptions with respect 1o the statements above: (If no exceptions exist, state “No.
exceptions to note.”)

Si-Bone, INC. BANK USE ONLY
Received by:
By: AUTHORIZED SIGNER
Name: Date:
Title:
Verified:
AUTHORIZED SIGNER
Date:
Compliance Status: ~ Yes  No
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ule 1 to Comy

‘inancial Covenants rrower
In the event of a conflict between this Schedule and the Agreement, the ferms of the Agreement shall govern.
Minimum Net Revenue (Section 5.10)

Required: When a Financial Covenant Measuring Period s in effect, Borrower shall achieve Net Revenue as required by Section
5.10 and set forth below (pursuant to the amendment(s) required under Section 5.10):

Measuring Period Ending Minimum Net Revenue
(measured on a trailing 6 month basis)

] sto]
Ll st

Actual: §

Is Borrower's Net Revenue (measured on a trailing 6 month basis) greater than or equal 0 the required amount for the corresponding
‘measuring period set forth in the chart above?

No, not in compliance Yes, in compliance
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OUTGOING WIRE REQUEST:

Complete only if all or a portion of funds from the loan advance above is to be wired.
Deadline for same day processing is noon, Pacific Time

Beneficiary Name: Amount of Wire: .
Beneficiary Bank: Account Number: City
and State:
Beneficiary Bank Transit (ABA) #:

Beneficiary Bank Code (Swift, Sort, Chip, etc.):

(For International Wire Only)

Transit (ABA) #
Intermediary Bani
For Further Credit to: Special

Instruction:

By signing below, I (we) acknowledge and agree that my (our) funds transfer request shall be processed in accordance with and subject
10 the terms and conditions set forth in the agreements(s) covering funds transfer service(s), which agreements(s) were previously
received and executed by me (us)

Authorized Signature: 2 Signature (if required): Print

Name/Title: Print Name/Title:

Telephone #: Telephone i
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“There has been substantal ligaton regarding patent and other ntellectual property rights i the medical device industry. n the future, we may nee (0 engage in ligaton 10 enforce patents
issued orlicensed 0 us, protect our rade secretsor know-how and brands, 10 defend againstclaims of infringement of th rights of others o to determine the scope and vaidiy of the proprietary.
Fights of others. Litgation could be costy and coud divert our atention from other functions and responsibilies. Adverse determinations in liigation could reduce the barriers (o entry that we have
estabished for Fuse, or subjct us to significant libiltes to third partes,require s to seck licenses from thid partes o prevet us from manufacturing, selling or using iFuse, any of which could
severely harm our business
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EXHIBIT B

[Attached]

210639749 2
WEST300647616.3
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LOAN AND SECURITY AGREEMENT

This LOAN AND SECURITY AGREEMENT (this “Agreement”) is dated as of the Effective Date
between SILICON VALLEY BANK, a Califonia corporation (“Bank”), and the borrower listed on Schedule I
hereto (“Borrower”). The parties agree as follows:

i LOAN AND TERMS OF PAYMENT

LI Term Loan Advance.

(@)  Availability. Subject to the terms and conditions of this Agreement, on or about the First
Amendment Effective Date or-seen thereafier-as-abl-conditions precedent to-the making thereof have-been-met, Bank
shall make one (1) term loan advance to Borrower in an original principal amount equal to the Term Loan
Availability Amuum (@he “Term Loan Advance”) which shal be used o (i refinance the Temm Loan Advance (a5
i
Effective Date, (i lm atisfy the Final Pay in the i i
te). which is with respect to the Term Loan Advance (as defined in the Agreement prior 10 the First Amen
Effective Date), and (iii) thereafler, used for working capital purposes. Blnk and Borrower acknowledge and agree
rior to inA L ET he B dwe wB.nk < ncliun

Hundred &Wmmmnimmmmm Dollrs and 8100 (5274.990.8). Aer repayment (in
whole or in part), the Term Loan Advance may not be reborrowed.

Additionally, at any time during the applicable draw period agreed to by Borrower and Bank, Borrower
may request that Bank make additional term loan advances available to Borrower in an aggregate original principal
amount of up to Fificen Million Dollars (515,000,000) (the “Uncommitted Accordion”), Bank, in s sole and
absolute discretion, may grant or deny any such request from Borrower for a term loan advance under the

ncommitted Accordion. If, and only if, Bank, in its sole discretion, aj s 1o provide any additional term loan

5) rrower ncor rdion, s it loan adv: il isidere

“Term Le Advance” hereunder and 19 the definition thereof; provi that the terms of the making of an;
advance under the Uncommitted Accordion shall be outlined in an amendment to this Agreement to be entered into
by the parties hereto.

(v  Repayment. Borrower shall repay the Term Loan Advance as set forth in Schedule I
hereto. Al outstanding principal and accrued and unpaid interest under the Term Loan Advance, and all other
outstanding Obligations with respect to such Term Loan Advance, are due and payable in full on the Term Loan
Maturity Date.

() Permitted Prepayment. Borrower shall have the option to prepay all, but not less than all,
of the Term Loan Advance, provided Borrower (i) delivers written notice to Bank of it election to prepay the Term
Loan Advance at least five (5) Business Days prior to such prepayment, and (ii) pays, on the date of such
prepayment (A) the outstanding principal plus acerued and unpaid interest with respect to the Term Loan Advance,
(B) the applicable Prepayment Fee, if any, (C) the Final Payment, and (D) all other sums, if any, that shall have
become due and payable with respet to the Term Loan Advance, including interest at the Default Rate with respect
to any past due amounts

(@ Mandatory Prepayment Upon an Acceleration. If the Term Loan Advance is accelerated
by Bank following the oceurrence and during the continuance of an Event of Default, Borrower shall immediately
pay to Bank an amount equal to the sum of (i) all outstanding principal plus accrued and unpaid interest with respect
to the Term Loan Advance, (ii) the applicable Prepayment Fee, if any, (iii) the Final Payment, and (iv) all other
sums, if any, that shall have become due and payable with respect to the Term Loan Advance, including interest at
the Default Rate with respect to any past due amounts,
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LLA  Revolving Line,

LLB  Overadvances. If, at any time, the sum of the aggregate outstanding principal amount of any

Advances exceeds the lesser of (i) the Revolving Line or (ii) the Borrowing Base, Borrower shall immediately pay to
Bor obli

Bank in cash the amount of such excess (such excess, the “Overadvance™). Without limiting Borrower’s obligation

o repay Bank any Overadvan Ban ption er amount

(i) {o)Interest PaymentsTerm Loan Advances. Interest on the outstanding
principal amount of thegach Term Loan Advance is payable as set forth on Schedule T

hereto.
() Interest Rate.

() Advances. Subject 1o Section 1.2(c), the outstanding principal amount

of any Advance shall accrue interest as set forth on Schedule 1 hereto,

(i) ) Ter Loan AdvanceAdvances. Subject to Section 1.2(e)(c), the
outstanding principal amount of the Term Loan Advance shall accrue interest as set forth on Schedule I hereto.

(i) @i All-ln Rate. Notwithstanding any terms in this Agreement to the
conirary, if at any time the interest rate applicable to any Obligations is less than zero percent (0.0%). such interest
rate shall be deemed to be zero percent (0.0%) for all purposes of this Agreement.

() Default Rate. Immediately upon the occurrence and during the continuance of an Event
of Default, the outstanding Obligations shall bear interest at a rate per annum which is three percent (3.0%) above
the rate that is otherwise applicable thereto (the “Default Rate™), unless Bank otherwise elects, in its sole discretion,
to impose a lesser increase or no increase. Fees and expenses which are required to be paid by Borrower pursuant to
the Loan Documents (including, without limitation, Bank Expenses) but are not paid when due shall bear interest
until paid at a rate equal to the highest rate applicable to the Obligations. Payment or acceptance of the increased
interest rate provided in this Section 12¢e}(c) is not a permitied altemative to timely payment and shall not
constitute a waiver of any Event of Default or otherwise prejudice o limit any rights or remedies of Bank.

27863801915

WESTJ00615610.6
2050540684
35271000499
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(@) Adjustment to Interest Rate. Each change in the interest rate applicable to any amounts
payable under the Loan Documents based on changes to the Prime Rate shall be effective on the effective date of
any change to the Prime Rate and to the extent of such change.

() Interest Computation. Interest shall be computed as set forth on Schedule I hercto. In
computing interest, the date of the making of any Credit Extension shall be included and the date of payment shall be
excluded; provided, however, that if any Credit Extension is repaid on the same day on which it is made, such day
shall be included in computing interest on such Credit Extension.

13 Feesand Expenses. Borrower shall pay to Bank
(1) Prepayment Fee. The Prepayment Fee, if and when due hereunder, which shall be fully

camed and non-refundable as of the applicable prepayment date; provided, however, if Borrower refinances the
Term Loan Advance with another credit facility from Bank, Bank shall waive the Prepayment Fee;

(b)  Final Payment. The Final Payment, when due hereunder, which shall be fully carned and
non-refundable as of such date:-and, provided however, for the avoidance of doub, the Final Payment due under the
terms of this original Agreement with respeet to the original Term Loan Advances shall be pro-rated and acerued
and payable only through the date such original Term Loan Advances are repaid on or around the First Amendment
Effective Date, in accordance with Section 1.1(a)

Revolving Line for any reason prior to the Revolving Line Maturity Datc, in addition to the payment of any other
amounts then-owing, a termination fee in an amount equal to One Hundred Fifty Thousand Dollars ($150,000)
which shall be fully eamed fundable as of s : shall be cha
{he credit facility hereunder i replaced with a new facilty from Bank;

(¢)  (¢)Bank Expenses. All Bank Expenses incurred through and after the First Amendment
Effective Date, when due (or, if no stated due date, upon demand by Bank). Borrower has paid to Bank a good faith
deposit of FiftySeventy-Five Thousand Dollars ($56.60975,000) (the “Good Faith Deposit™), in connection with the
First Amendment, to initiate Bank's due diligence review process. The Good Faith Deposit will be applied to Bank
Expenses as of the Effective Date.

Unless otherwise provided in this Agreement or in a separate writing by Bank, Borrower shall not be
entitled to any credit, rebate, or repayment of any fees earned by Bank pursuant to this Agreement notwithstanding
any termination of this Agreement or the suspension or termination of Bank's obligation to make loans and advances
hereunder. Bank may deduct amounts owing by Borrower under the clauses of this Section 1.3 pursuant to the terms
of Section 1.4(c). Bank shall provide Borrower written notice of deductions made pursuant to the terms of the
clauses of this Section 1.3,

14 Payments; Application of Payments; Debit of Accounts.

(@) Al payments (including prepayments) to be made by Boower under any Loan
Document shall be made in immediately available funds in Dollars, without setoff, counterclaim, or deduction,
before 12:00 p.m. Pacific time on the date when due. Payments of principal andor interest received afier 12:00 p.m.
Pacific time are considered received at the opening of business on the next Business Day. When a payment is due
on a day that is not a Business Day, the payment shall be due the next Business Day, and additional fees or interest,
as applicable, shall continu to accrue until paid.
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(b)  Subject to the payment terms of this Agreement and Section 8.4, Bank has the exclusive
right in its reasonable discretion to determine the order and manner in which all payments with respect to the
Obligations may be applied. Borrower shall have no right to specify the order or the accounts to which Bank shall
allocate or apply any payments required to be made by Borrower to Bank or ofherwise reccived by Bank under this
Agreement when any such allocation or application is not specified elsewhere in this Agreement.

() Bank may debit the Designated Deposit Account (or if insufficient funds are contained
therein, or if an Event of Default has occurred and is continuing, any of Borrower's other accounts at Bank), for
principal and interest payments or any other amounts Borrower owes Bank when as and when due under this
Agreement. These debits shall not constitute a set-off.

15 Changein Circumstanees.

(1) Increased Costs. If any Change in Law shall: (i) impose, modify or deem applicable any
reserve, special deposit, compulsory loan, insurance charge or similar requirement against assets of, deposits with or
for the account of; or advances, loans or other credit extended or participated in by, Bank, (ii) subject Bank to any
Taxes (other than (A) Indemnified Taxes. (B) Taxes described in clauses (b) through (d) of the definition of
Excluded Taxes, and (C) Connection Income Taxes) on its loans, loan principal, letters of credit, commitment, or
ather obligations, or its deposits, reserves, other liabi 1 attributable thereto, or pose on Bank any
ather condition, cost or expense (other than Taxes) affecting this Agreement or Credit Extensions made by Bank,
and the result of any of the foregoing shall be to increase the cost to Bank of making, converting to, continuing or
maintaining any Credit Extension (or of maintaining its obligation to make any such Credit Extension), or to reduce
the amount of any sum received or receivable by Bank hereunder (whether of principal, interest or any other amount)
then, upon written request of Bank, Borrower shall promptly pay to Bank such additional amount or amounts as will
compensate Bank for such additional costs incurred or reduction suffered.

(b)  Capital Requirements. If Bank determines that any Change in Law affecting Bank
regarding capital or liquidity requirements, has or would have the effect of reducing the rate of return on Bank’s
capital as a consequence of this Agreement, the Revolving Line, any term loan facility, or the Credit Extensions
made by Bank to a level below that which Bank could have achieved but for such Change in Law (taking into
consideration Bank’s policies with respect to capital adequacy and liquidity). then from time to time upon written
request of Bank, Borrower shall promptly pay to Bank such additional amount or amounts as will compensate Bank
for any such reduction suffered.

() Delay in Requests. Failure or delay on the part of Bank to demand compensation
pursuant to this Section 1.5 shall not constitute a waiver of Bank's right to demand such compensation; provided that
Borrower compensate Bank pursuant o subsection (a) for any increased costs incurred or reductions suffered more
than nine (9) months prior to the date that Bank notifies Borrower of the Change in Law giving rise to such increased
costs or reductions (except that if the Change in Law giving rise to such increased costs or reductions is refroactive,
then the nine (9) month period shall be extended to include the period of retroactive effect).

16 Taxes

(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of
Borrower under any Loan Document shall be made without deduction or withholding for any Taxes, except as
required by Applicable Law. If any Applicable Law (as determined in the good-faithcommercially_reasonable
discretion of Borrower) requires the deduction or withholding of any Tax from any such payment by Borrower, then
(i) Borrower shall be entitled to make such deduction or withholding, (ii) Borrower shall timely pay the full amount
deducted or withheld to the relevant Governmental Authority in accordance with Applicable Law, and (i) if such
“Tax is an Indemnified Tax, the sum payable by Borrower shall be increased as necessary so that after such deduction
or withholding has been made (including such deductions and withholdings applicable to additional sums payable
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under this Section 1.6) Bank receives an amount equal to the sum it would have received had no such deduction or
withholding been made.

(b) Payment of Other Taxes by Borrower. Without limiting the provisions of subsection (a)
above, Borrower shall timely pay any Other Taxes to the relevant Governmental Authority in accordance with
Applicable Law.

() TaxIndemnification. Without limiting the provisions of subsections (a) and (b) above,
Borrower shall, and docs hercby, indemnify Bank, within ten (10) days after demand therefor, for the full amount of
any Indemnified Taxes (including Indemnified Taxes imposed or asserted on or atributable to amounts payable
under this Section 1.6) payable or paid by Bank or required to be withheld or deducted from a payment to Bank and
any reasonable expenses arising therefrom or with respeet thereto, whether or not such Indemnified Taxes were
correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of
such payment or liability delivered to Borrawer by Bank shall be conclusive absent manifest error.

(@) Evidence of Payments. As soon as practicable after any payment of Taxes by Borrower
to a Governmental Authority pursuant 10 this Section 1.6, Borrower shall deliver to Bank a certified copy of
receipt issued by such Governmental Authority evidencing such payment, a copy of the retum reporting such
payment or other evidence of such payment reasonably satisfactory to Bank.

(¢)  Status of Bank. If Bank (including any assignee or successor) is entitled to an exemption
from or reduction of withholding tax with respect to payments made under any Loan Document, it shall deliver o
Borrower, at the time or times reasonably requested by Borrower, such properly completed and executed
documentation reasonably requested by Borrower as will permit such payments to be made without withholding or at
a reduced rate of withholding. In addition, Bank. if reasonably requested by Borrower, shall deliver such other
documentation prescribed by Applicable Law or reasonably requested by Borrower as will enable Borrower to
determine whether or not Bank is subject to backup withholding or information reporting requi i
limiting the generality of the foregoing, Bank shall deliver whichever of IRS Form W-9, IRS Form W-8BEN-
Form W-8ECI or IRS Form W-8IMY is applicable, as well as any applicable supporting documentation or
certifications. If a payment made to Bank under any Loan Document would be subject to U.S. federal withholding
Tax imposed by FATCA if Bank were to fail to comply with the applicable reporting requirements of FATCA
(including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), Bank shall
deliver to Borrower at the time or times prescribed by law and at such time or times reasonably requested by
Borrower such documentation preseribed by Applicable Law (including as prescribed by Section 1471(b)3)(C)(i) of
the Internal Revenue Code) and such additional documentation reasonably requested by Borrower as may be
necessary for Borrower to comply with its obligations under FATCA and to determine that Bank has complied with
its obligations under FATCA or to determine the amount, if any, to deduct and withhold from such payment. Solely
for purposes of the preceding sentence, “FATCA” shall include any amendments made to FATCA after the date of
this Agreement.

(L] Treatment of Certain Refunds. If Bank determines, in its sole discretion exercised in
ood fuih, that it has received a refund of any Taxes as to which it has been indemnified pursuant to this Section 1.6
(including by the payment of additional amounts pursuant to this Section 1.6), it shall pay to Borrower an amount
equal to such refund (but only to the extent of indemnity payments made under this Section 1.6 with respect to the
Taxes giving rise to such refund), net of all out-of-pocket expenses (including Taxes) of Bank and without interest
(other than any interest paid by the relevant Governmental Authority with respect to such refund). Borrower, upon
the request of Bank, shall repay to Bank the amount paid over pursuant to this paragraph (f) (plus any penalties,
interest or other charges imposed by the relevant Govemmental Authority) in the event that Bank is required to
repay such refund to such Governmental Authority. Notwithstanding anything to the contrary in this paragraph (1),
in no cvent will Bank be required to pay any amount to Borrower pursuant to this paragraph (f) the payment of
which would place Bank in a less favorable net afier-Tax position than Bank would have been in if the Tax subject
10 indemnification and giving rise to such refund had not been deducted, withheld or otherwise imposed and the
indemnification payments or additional amounts with respect to such Tax had never been paid. This paragraph (f)
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shall not be construed to require Bank to make available its Tax returns (or any other information relating to its
‘Taxes that it deems confidential) to Borrower or any other Person.

17 Procedures for Borrowing.

(-\ v i isfac lic it

the amllcahlc Fundmg Date). to s Bmmwcr i a an mdmdual aul aumonzed by an

Administrator) shall n@r@mk (which notice shall b
of the Adv: hall
is not utilizing Ban) e cc Bank that
is executed by an Authorized Signer. In connection with any such notification, Borrower shall deliver 0 Bank
electronic mail or through Bank's online banking program such reports and_information. including without

cvidence that the Board has approved that such Authorized Signer mu'mvid{u]:n notices and request Advances

(which requirement may be desmed_satsfied by the prior delivery of Bomowing Resolutions or a secretary’s

(b)  @-Term Loan Advances, Subject to the prior satisfaction of all other applicable
conditions to the making of the Term Loan Advance set forth in this Agreement (which must be satisfied no later
than 12:00 p.m. Pacific time on the applicable Funding Date), to obtain the Term Loan Advance, Borrower shall
notify Bank (which notice shall be irrevocable) by 12:00 p.m. Pacific time on the Funding Date of the Term Loan
Advance. Such notice shall be made by electronic mail or by telephone and, together with any such notification,
Borrower shall deliver to Bank by clectronic mail a completed Payment/Advance Form exccuted by an Authorized
Signer. Bank may rely on any telephone notice given by a person whom Bank reasonably believes is an Authorized
Signer. Borrower will indemnify Bank for any loss Bank suffers due to such reasonable belief or reliance. Bank
shall have received satisfactory evidence that the Board has approved that such Authorized Signer may provide such
notices and request such Term Loan Advance (which requircment may be deemed satisfied by the prior delivery of
Borrowing Resolutions or a secretarys certificate that certifies as to such Board approval).

(¢) @) Bank shall credit proceeds of a Credit Extension to the Designated Deposit Account.
Bank may make theAdvances and Term Loan AdvanceAdvances under this Agreement based on insiructions from
an Authorized Signer or without instructions if such Advances or Term Loan Advanee-isAdvances are necessary o
meet Obligations which have become duc.

2 CONDITIONS OF CREDIT EXTENSIONS

21 Conditions Precedent to Initial Credit Extension. Bank’s obligation to make the initial Credit
Extension is subject to the condition precedent that Bank shall have received, in form and substance satisfactory o
Bank, such documents, and completion of such other matters, as Bank may reasonably deem necessary or
appropriate, including, without limitation:

(@) dulyexecuted Loan Documents;
(b aduly executed Control Agreement with U.S. Bank;

() the Operating Documents of Borrower and its Subsidiaries and long-form good standing
certificates of Borrower certfied by the Secretary of State of the State of Delaware and the Secretary of State (or
equivalent agency) of each other jurisdiction in which Borrower is qualified to conduct business, in cach case as of a
date no earlier than thirty (30) days prior to the Effective Date;
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(@) acertificate duly executed by a Responsible Officer or secretary of Borrower with respect
1o Borrower's (i) Operating Documents and (ii) Borrowing Resolutions;

(©)  adulyexceuted payoffletter from Solar Capital;

() evidence that (i) the Liens securing Indebtedness owed by Borrower to Solar Capital will
be terminated and (ii) the documents and/or filings evidencing the perfection of such Liens, including without
limitation any financing statements and/or control agreements, have or will, concurrently with the initial Credit

Extension, be terminated;

(g)  certified copies, dated s of a recent date, of searches for financing statement filed in the
central filing office of the State of Delaware, accompanied by written evidence (including any UCC termination
statements) that the Liens indicated in any such financing statements either constitute Permitted Liens or have been
or, in conncetion with the initial Credit Extension, will be terminated or relcased;

(h)  aduly exccuted Perfection Certificate of Borrower;

(i) aduly executed landlord's consent in favor of Bank for Borrower's leased location at 471
El Camino Real, Suite 101, Santa Clara, CA 95050;

() alegal opinion of Borrower's counsel dated as of the Effective Date;

(%) with respect to initial Advance, a completed Borrowing Base Certificate;

() the completion of the Initial Audit with respect t0 the initial Advance;

(m) () evidence satisfactory to Bank that the insurance policies and endorsements required

by Section 5.8 hereof are in full force and effect, together with appropriate evidence showing lender loss payable
and additional insured clauses or endorsements in favor of Bank; and

42 payment of the fles and Bank Expenses then due as specified in Section 1.3 hereof:

22 Conditions Precedent to all Credit Extensions.  Bank’s obligation to make each Credit
Extension, including the initial Credit Extension, is subject to the following conditions precedent:

(@) receipt of Borower's Credit Extension request and the related materials and documents
as required by and in accordance with Section 1.7;

(b) the representations and warranties in this Agreement shall be true and correct in all
material respects as of the date of any Credit Extension request and as of the Funding Date of each Credit
Extension; provided, however, that such materiality qualifier shall not be applicable to any representations and
warranties that already are qualified or modified by materiality in the text thereof; and provided, further that those
representations and warranties expressly referring to a specific date shall be true and correet in all material respects
as of such date, and no Default or Event of Default shall have occurred and be continuing or result from the Credit
Extension. Each Credit Extension is Borrower's representation and warranty on that date that the representations
and warranties in this Agreement remain true and correct in all material respects; provided, however, that such
materiality qualifier shall not be applicable to any representations and warranties that already are qualified or
‘modified by materiality in the text thereof; and provided, further that those representations and warranties expressly
referring to a specific date shall be true and correct in all material respects as of such date; and

()  aMaterial Adverse Change shall not have occurred.
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23 Covenant to Deliver.

(1) Borrower shall deliver to Bank each item required to be delivered to Bank under this
Agreement as a condition precedent to any Credit Extension. A Credit Extension made prior to the receipt by Bank
of any such item shall not consttute a waiver by Bank of Borrower’s obligation to deliver such item, and the making
of any Credit Extension in the absence of a required item shall be in Bank’s sole discretion.

3. CREATION OF SECURITY INTEREST
31 Grantof Security Interest.

(@) Borrower hereby grants Bank, to secure the payment and performance in full of all of the
Obligations, a continuing security interest in, and pledges to Bank, the Collateral, wherever located, whether now
owned or hereafter acquired or arising, and all proceeds and produets thereof.

(b)  Borrower acknowledges that it previously has entered, or may in the future enter, into
Bank Services Agreements with Bank. Regardicss of the terms of any Bank Services Agreement, Borrower agrees
that any amounts Borrower owes Bank thereunder shall be deemed to be Obligations hereunder and that it is the
intent of Borrower and Bank to have all such Obligations secured by the first priority perfected security interest in
the Collateral granted herein (subject to Permitted Liens).

32 Authorization to File Financing Statements. Borrower hereby authorizes Bank to file financing
statements covering the Collateral, without notice to Borrower, with all jurisdictions deemed necessary or
appropriate by Bank to perfect or protect Bank’s interest or rights hereunder, including a notice that any disposi
of the Collateral, by ither Borrower or any other Person, in contravention of the terms of this Agreement shall be
deemed to violate the rights of Bank under the Code. Such financing statements may indicate the Collateral

33 Termination. If this Agreement is terminated, Bank’s Lien in the Collateral shall continue until
the Obligations (other than inchoate indemnity obligations) are repaid in full in cash. Upon payment i full in cash
of the Obligations (other than inchoate indemnity obligations) and at such time as Bank’s obligation to make Credit
Extensions has terminated, Bank shall, at Borrower’s sole cost and expense, promptly terminate its security inerest
in the Collateral and all rights therein shall automatically revert to Borrower, and Bank shall, upon request from
Borrower and at Borrower’s sole cost and expense, promptly deliver to Borrower written evidence of the termination
of such liens and any other documents reasonably necessary 1o terminate such liens. In the event (a) all Obligations
(other than inchoate indemnity obligations), except for Bank Services, are satisfied in full, and (b) this Agreement is
terminated, Bank shall terminate the sccurity interest granted hercin upon Borrower providing cash collateral
acceptable to Bank in its commercially reasonable discretion for Bank Services, if any. In the event such Bank
Services consist of outstanding Letters of Credit, Borrower shall provide to Bank cash collateral in an amount equal
10 at least (i) one hundred and five percent (105.0%) of the face amount of all such Letters of Credit denominated in
Dollars and (ii) one hundred and fifteen percent (115.0%) of the Dollar Equivalent of the face amount of all such
Letters of Credit denominated in a Foreign Currency, plus, in each case, all interest, fees, and costs due or estimated
by Bank to become due in connection therewith, to secure all of the Obligations relating to such Letters of Credit.

4. REPRESENTATIONS AND WARRANTIES
Borrower represents and warrants as follows:
41 DueOrganization, Authorization: Power and Authority.
(@) Borrower and each of s Subsidiaries are cach duly existing and in good standing s a

Registered Organization in their respective jurisdiction of formation and are qualified and licensed to do business
and is in good standing in any other jurisdiction in which the conduct of their respective business or their ownership
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Regulation
‘Domestic Regulation of Our Products and Business

Our research, development and cliical programs, as well a our manufacturing and marketing operatons, are subject 1o extensive regulation in the Uited States and other countries. Most
notably, all of our products sold in the United States are subject 0 the Federal Food, Drug, and Cosmetic Act (*FDCA”) as implemented and enforced by the FDA. The processes for obiining
regulatory approvals n the United States and in foreign counties and jurisdictions, along with subsequent compliance with applicabl satutes and regulations and other reglatory authorites,require
the expenditre of substantal time and financial resources. The FDA governs th following actviiesthat we perform or that are performed on our betalf, 0 ensure that medical products ditrbuted
domestically o exported intemationally aresafe and effecive forthelr ntended uses:

« product design, research, development, and manufacture;

+ productsafety, esting, labeling, and sorage;

« record keeping procedures;

+ product markedng, promoion, advertsing, sales, distrbution, export, and impor; and

+ postmarketing surveillance, complaint handling, medical device reporting,reporting of death, serious injures o device malfunctions, and epair of ecall of products,

There are numerous FDA regulatoy requirements governing the clearance or approval and marketing of ur produces. These include:

+ product lsing and establishment registrtion, which hlps faciltate FDA inspections and other egulatory acton;
+ investgational device exemptions to canduct premarke clinical rial,which include extensive monitoring, recordkeeping, and reporting requiremens;

+ Quality System Regulation (“QSR), which requires manufacturer, including thid-party manufactures, o follow siingent desig, testing, conrol, documentation and other qualit
assurance procedures during al aspecs of the manufacturing process;

+ labeling regulations and FDA prolibitions against the promtion of products for uncleared, unapproved or off-abel use or indication;
+ clearance of product modifications that could significantly affect safety or effectiveness o tha would constiute a major change in ntended use o one of our cleared devices;
+ approval of product modifications tht affect th safe or effectveness o one of our approved devices;

+ medical device reporting regulations, which requie that manufacturers comply with FDA requirements toregort if thei device may have caused or contributed o a deathor srious injury,
or has malfunctoned n a way that would ikely cause ar contribute o a dath ar erious injry If the malfunction of the device o a similar device were 1o recur;

« post-approvalrestrictons or conditons, ncluding post-approval study commitments;
+ postemarket surveillance regulations,which apply when necessary to prtect the public health o o provide additional safety and effectiveness data for the device;

+ the FDAs recal authoriy, whereby it can ask, or under certain condiions order, device manufacturers o recall from the market a product that s n violation of governing laws and
regulations;

« regulations pertaining t0 voluntary recalls; and
+ notices of corections of removls,

14
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of property requires that they be qualified except where the failure to do so could not reasonably be expected to have
amaterial adverse effect on Borrower's business o operations.

(b) Al information set forth on the Perfection Certificate pertaining to Borrower and each of
its Subsidiaries is true and correct in all material respects (it being understood and agreed that Borrower may from
time to time update certain information in the Perfection Certificate after the First Amendment Effective Date to the
extent permitted by one or more specific provisions in this Agreement and the Perfection Certificate shall be deemed
10 be updated to the extent such notice is provided to Bank of such permitted update).

(c)  The exceution, delivery and performance by Borrower and cach of its Subsidiaries of the
Loan Documents to which it is a party have been duly authorized, and do not (i) conflict with any of Borrower's or
any such Subsidiarys organizational documents, (i) contravene, conflict with, constitute a default under or violate
any material Applicable Law, (i) contravene, conflict with or violate any applicable order, writ, judgment,
injunction, decree, determination or award of any Govemmental Authority by which Borrower or any of its
Subsidiaries or any of their property or assets may be bound or affected. (iv) require any action by, filing,
registration, or qualification with, or Governmental Approval from, any Governmental Authority (except such
Govemmental Approvals which have already been obtained and are in full force and effect), or (v) conflict with,
contravene, constitute a default or breach under, or result in or permit the termination or acceleration of, any material
agreement by which Borrower or any of its Subsidiaries is bound, or applicable consents or waivers have been
obiained. Neither Borrower nor any of its Subsidiaries are in default under any material agreement to which it is a
party or by which it is bound in which the default could reasonably be expected to have a material adverse effect on
Borrower’s or any of its Subsidiary’s business or operations (taken as a whole).

42 Collateral.

(1) The sccurity interest granted herein is and shall at al times continue to be a first priority
perfected security interest in the Collateral (subject to Permitted Liens). Borrower has good title to, rights in, and
the power to transfer each item of the Collateral upon which it purports to grant a Lien hereunder, free and clear of
any and all Liens except Permitted Liens.

(b)  Borrower has no Collateral Accounts at or with any bank or financial institution other
than Bank or Bank’s Affiliates except for the Collateral Accounts described in the Perfection Certificate delivered to
Bank in connection herewith and which Borrower has taken such actions as are necessary o give Bank a perfected
security interest therein, 10 the extent that perfection is required pursuant to the terms of Section 5.9(c). The
Accounts are bona fide, existing obligations of the Account Debtors.

() The Collateral is not in the possession of any third party bailee (such as a warchouse)
except as otherwise provided in the Perfection Certificate or as permitted pursuant to Section 6.2 (other than laptops
and other portable clectronic items used in the ordinary course of business). None of the components of the
Collateral shall be maintained at locations other than as provided in the Perfection Certificate or as permitted
pursuant to Section 6.2 (other than laptops and other portable electronic items used in the ordinary course of
business).

(@) All Inventory is in all material respects of good and marketable quality, free from
material defects.

(¢)  Borower owns, or possesses the right 1o use to the extent reasonably necessary in its
business, all Intellectual Property, licenses and other intangible assets that are used in the conduct of its business
aperations as now operated, except to the extent that such failure to own or possess the right to use such asset would
not reasonably be expected to have a material adverse effect on Borrower's business or operations, and no such
asset, to the best knowledge of Borrower, conflicts with the valid Intellectual Property, license, or intangible asset of
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any other Person o the extent that such conflict could reasonably be expected to have a material adverse effect on
Borrower’s business or operations.

() Exceptas noted on the Perfection Certificate (as updated from time to time in accordance
with this Agreement) or for which notice has been given to Bank pursuant to and in accordance with Section 5.11(b),
Borrower is not a party to, nor is it bound by, any Restricted License.

43 ReservedAccounts Receivable.

(@ For cach Account included in the most recent Borrowing Base Statement, on the date
such related Advance is requested and made, such Account shall be an Eligible Account,

(b) Al statements made and all unpaid balances appearing in all invoices, instruments and
other_documents evidencing the Eligible Accounts are and_shall be true and correct and all such invoices,
msmmmmmmmnuummmmﬂmwmm» what they purport to
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Accounts are genuine, and all such documents, instruments and agreements are legally enforceable in accordance
with their terms,

44 Litigation. Other than as set forth on the Perfection Certificate delivered around the First
Amendment Effective Date, and as disclosed to Bank pursuant to Section 5.3, there are no actions, investigations or
proceedings pending or, to the knowledge of any Responsible Officer, threatened in writing by or against Borrower
or any of its Subsidiaries that could reasonably be expected to result in liability of more than, individually or in the
aggregate, Seven Hundred Fifty Thousand Dollars ($750,000).

45 Financial Statements; Financial Condition. All consolidated financial statements for Borrower
and any of its Subsidiaries delivered to Bank by submission to the Financial Statement Repository or otherwise
submitied to Bank fairly present in all material respects Borrower’s consolidated financial condition and Borrower's
consolidated results of operations as of the dates thereof and for the periods covered thereby, subject, in the case of
unaudited financial statements, to normal year-end adjustments and the absence of footnote disclosures. There has
not been any material deterioration in Borrower's consolidated financial condition since the date of the most recent
financial statements submitted to the Financial Statement Repository or otherwise submitted to Bank.

46 Solvency. The fair salable value of Borrower's consolidated assets (including goodwill minus
disposition costs) exceeds the fair value of Borrower's liabilities; Borrower is not left with unreasonably small
capital after the transactions in this Agreement; and Borrower and Borrower and each of its Subsidiaries (taken as a
whole) are able o pay their debis (including trade debis) as they mature.

47 Regulatory Compliance. Borrower is not an “investment company” or a company “controlled”
by an “investment company” under the Investment Company Act of 1940, as amended. Borrower is not engaged as
one of its important activities in extending credit for margin stock (under Regulations X, T and U of the Federal
Reserve Board of Govemors). Borrower and cach of its Subsidiaries (a) have complied in all material respects with
all Applicable Law, and (b) have not violated any Applicable Law the violation of which could reasonably be
expected to have a material adverse effect on Borrower's business or operations. Borrower and each of its
Subsidiaries have duly complied with, and their respective facilities, business, assets, property, leaseholds, real
property and Equipment are in compliance with, Environmental Laws, except where the failure to do so could not
reasonably be expected to have a material adverse effect on Borrower's business or operations; there have been no
outstanding citations, notices or orders of non-compliance issued to Borrower or any of ts Subsidiaries or relating to
their respective facilites, businesses, assets, property, leascholds, real property or Equipment under such
Environmental Laws Borrower and each of its Subsidiaries have obtained all consents, approvals and authorizations
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of, made all declarations or filings with, and given all notices to, all Govermental Authorities that are necessary o
continue their respective businesses as currently conducted, except where the failure to obtain or make or file the
same would not reasonably be expected to have a material adverse effect on Borrower's business or operations.

48 Subsidiaries; Investments. Borrower does not own any stock, partnership, or other ownership
interest o other equity securities except for Permitted Investments.

49 TaxReturns and Payments; Pension Contributions.

(1) Borrower and cach of its Subsidiaries have timely filed, or submitted extensions for, all
required tax returns and reports, and Borrower and cach of its Subsidiarics have timely paid, or submitted extensions
for, all foreign, federal, state and local taxes, assessments, deposits and contributions owed by Borrower and each of
its Subsidiaries except (i) to the extent such taxes are being contested in good faith by appropriate proceedings
promptly instituted and diligently conducted, so long as such reserve o other appropriate provision, if any, as shall
be required in conformity with GAAP shall have been made therefor, or (ii if such taxes, assessments, deposits and
contributions do not, individually or in the aggregate, exceed Fifty Thousand Dollars (50,000). Borrower is
unaware of any claims or adjustments proposed for any of Borrower's or any of its Subsidiary’s prior tax years
which could result in additional taxes becoming due and payable by Borrower or any of its Subsidiaries in excess of
Fifty Thousand Dollars ($50,000) in the aggregate.

(b)  Borrower and each of its Subsidiaries have paid all amounts necessary to fund all present
pension, profit sharing and deferred compensation plans in accordance with their terms, and neither Borrower nor
any of its Subsidiaries has withdrawn from participation in, and has not permitted partial or complete termination of,
or permitted the oceurrence of any other event with respect 1o, any such plan which could reasonably be expected to
result in any material liability of Borrower or any of its Subsidiaries, including any liability to the Pension Benefit
Guaranty Corporation or ts successors or any other Governmental Authority.

410 Full Disclosure. No written representation, warranty or other statement of Borrower or any of its
Subsidiaries in any report, certificate or witten statement submitted to the Financial Statement Repository or
otherwise submitted to Bank, as of the date such representation, warranty, or other statement was made, taken
together with all such written reports, written certificates and written statements submitted to the Financial Statement
Repository or otherwise submitted to Bank, contains any untrue statement of a material fact or omits to state
material fact necessary to make the statements contained in the reports, certificates or written statements not
misleading in light of the circumstances under which they were made (it being recognized by Bank that the
projections and forecasts provided by Borrower or any of s Subsidiaries in good faith and based upon reasonable
assumptions are not viewed s facts and that actual results during the period or periods covered by such projections
and forecasts may differ from the projected or forecasted results).

411 Sanctions. Neither Borrower nor any of its Subsidiaries i (a) in violation of any Sanctions; or
(b) a Sanctioned Person. Neither Borrower nor any of its Subsidiaries, or, to Borrower's knowledge, its direetors,
officers, employees, agents or Affiliates: (i) conducts any business or engages in any transaction or dealing with any
Sanctioned Person, including making or receiving any contribution of funds, goods or services to or for the benefit
of any Sanctioned Person; (ii) deals in, or otherwise engages in any transaction relating to, any property or interests
in property blocked pursuant to any Sanctions; (iii) engages in or conspires to engage in any transaction that evades
or avoids, or has the purpose of evading or avoiding. or attempts to violate, any of the prohibitions set forth in any
Sanctions; or (iv) otherwise engages in any transaction that could cause Bank to violate any Sanctions.

5 AFFIRMATIVE COVENANTS
Borrower shall do all of the following:

5.1 Useof Proceeds. Cause the proceeds of the Credit Extensions to be used solely (ajas follows: (a)
for Credit Extensions that oceur prior to the First Amendment Effective Date, (i) as working capital, (bii) to fund its
1
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52 Government Compliance.

Maintain its and all of its Subsidiaries” legal existence (except as permitted under Section
iaries only) and good standing in their respective jurisdictions of formation and maintain
qualification in cach jurisdiction in which the failure to o qualify would reasonably be expected to have a material
adverse effect on Borrower's business or operations. Borrower shall comply, and have each Subsidiary comply, in
all material respects, with all material laws, ordinances and regulations to which it is subject.

(b)  Obtain all of the Governmental Approvals necessary for the performance by Borrower
and cach of its Subsidiaries of their obligations under the Loan Documents to which it is a party, including any grant
of a security interest in the Collateral to Bank. Borrower shall prompily provide copies of any such obtained
Governmental Approvals to Bank upon Bank’s request.

53 Financial Statements, Reports. Deliver to Bank by submilting (o the Financial Statement
Repository:

() Borrowing Base Statement. Only when Advances are outstanding or are being requested
W wi tatement (and any s s relat and i ther informati

reasonabl; ted by Bank with respect to Borrower’s Account later than Friday of each week whe
IR effect, (ii) within thirty (30) days after the T T T

in effect, and (iii) with cach request for an Adva
® 0 ceivs formation._Onl jvances are o
s orrower, within thirty (30) days after th f cacl i unts receiv: ings,
o invoi i) monthly accounts payable agings, aged by invoice date, and outstanding o held c}

registers, if any. (iii) monthly reconciliations of accounts receivable agings (aged by invoice date), transaction

reports, Deferred Revenue report, and general ledger;

(¢) e Quarterly Financial Statements. No later than forty-five (45) days after the last day of
each of the first three fiscal quarters of Borrower’s fiscal year, a company prepared consolidated and consolidating
balance sheet and income statement covering Borrower’s and cach of its Subsidiary’s operations for such quarter in
a form reasonably acceptable to Bank (the “Quarterly Financial Statements”): provided that year-end Quarterly
Financial Statements shall be delivered no later than ninety (90) days afler the last day of each fiscal year of
Borrower;

(@) b Compliance Statement. Within forty-five (45) days after the last day of each of the
first three fiscal quarters of Borrower (and no later than ninety (90) days afler the last day of each fiscal year of
Borrower), together with the statements set forth in Section 5.3(ec), a duly completed Compliance Statement,
confirming that as of the end of such month, Borrower was in full compliance with all of the terms and conditions of
this Agreement, and setting forth calculations showing compliance with the financial covenants set forth in this
Agreement and such other information as Bank may reasonably request, except as noted therein;

() (e) Annual Operating Budget and Financial Projections. Within thirty (30) days after the
end of each fiscal year of Borrower, and within thirty (30) days of any material updates or amendments thereto, (i)
annual operating budgets (including income statements, balance sheets and cash flow statements, by month) for the
then-current fiscal year of Borrower, and (ii) annual financial projections for the then-current fiscal year (on a
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quarterly basis), in each case as approved by the Board, together with any material related business forecasts used in
the preparation of such annual financial projections;

(] () Annual Audited Financial Statements. As soon as available, and in any event within
one hundred and cighty (180) days following the end of Borrower's fiscal year, audited consolidated financial
statements prepared under GAAP, consistently applied, together with an unqualified opinion on the financial
statements from an independent certified public accounting firm reasonably acceptable to Bank;

(&) ) SECFilings. In the event that Borrower or any of its Subsidiaries becomes subject to
the reporting requirements under the Exchange Act within five (5) Business Days of filing, notification of the filing
and copies of all periodic and other reports, proxy statements and other materials fled by Borrower and/or any of its
Subsidiaries or any Guarantor with the SEC, any Governmental Authority suceeeding (o any or all of the functions of
the SEC or with any national securities exchange, or distributed t0 its shareholders, as the case may be. Documents
required 10 be delivered pursuant to the terms hereof (to the extent any such documents are included in materials
otherwise filed with the SEC) may be delivered clectronically and if so delivered. shall be deemed to have been
delivered on the date on which Borrower or any of its Subsidiaries posts such documents, or provides a link thereto,
on Borrower's or any of its Subsidiaries’ website on the internet at Borrower’s or any of its Subsidiaries’ website
address; provided, however, Borrower shall notify Bank in writing within five (5) Business Days (which may be by
electronic mail) of the posting of any such documents;

(h) ¢ Security Holder and Subordinated Debt Holder Reports. Within five (5) Business
Days of delivery, copies of all material statements, reports and notices made generally available to Borrower’s
security holders or to any holders of Subordinated Debt (solely in their capacities as security holders or holders of
Subordinated Debt and not in any other role);

(¢) Beneficial Ownership Information. Prompt written notice of any changes to the
beneficial ownership information st out in Section 14 of the Perfection Certificate. Borrower understands and
acknowledges that Bank relies on such true, accurate and up-to-date beneficial ownership information to meet
Bank’s regulatory obligations 10 obtain, verify and record information about the beneficial owners of its legal entity
customers;

() @ Legal Action Notice. Prompt writien notice upon becoming aware of any legal
actions, investigations or proceedings pending or threatened in writing against Borrower or any of its Subsidiaries
(not otherwise already disclosed on the Perfection Certificate delivered around the First Amendment Effective Date)
that could reasonably be expected to result in damages or costs to Borrower or any of its Subsidiaries of,
individually or in the aggregate, Seven Hundred Fifty Thousand Dollars (5750,000) or more;

(&) i) Tort Claim Notice. If Borrower shall acquire a commercial tort claim with a value that
could reasonably be expected to exceed Five Hundred Thousand Dollars (§500.000). Borrower shall promptly notify
Bank in a writing signed by Borrower of the general details thereof and. if so requested by Bank, grant to Bank in
such writing a security interest therein and in the proceeds thereof, all upon the terms of this Agreement, with such
writing to be in form and substance reasonably satisfactory to Bank;

() (j-Goverment Filings. Within five (5) Business Days after the same are sent by
Borrower or received by Borrower, copies of all material correspondence, reports, documents and other filings by
Borrower or any of ts Subsidiaries with any Governmental Authority regarding compliance with or maintenance of
Governmental Approvals or Applicable Law, in each case that could reasonably be expected to have a material
effect on any of the Governmental Approvals material to the business of Borrower;

(m) (k) Registered Organization. If Borrower is not a Registered Organization as of the
Effective Date but later becomes one. promprly notify Bank of such occurrence and provide Bank with Borrower's
organizational identification number;
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(1) @) Default. Prompt written notice of the oceurrence of a Default or Event of Default; and

(@) {m) Other Information. Promptly. from time to time, such other financial information
regarding Borrower or any of its Subsidiaries or compliance with the terms of any Loan Documents as reasonably
requested by Bank.

Any submission by Borrower of a Compliance Statement, or any other financial statement submitted o the Financial
Statement Repository pursuant to this Section 5.3 or otherwise submitted 1o Bank shall be deemed to be a
representation by Borrower that (i) as of the date of such Compliance Statement, or other financial statement, the
information and calculations set forth therein are true and correct in all material respects, (ii) as of the end of the
compliance period set forth in such submission, Borrower is in complete compliance with all required covenants
except as noted in such Compliance Statement, or other financial statement, as applicable, except as noted in such
Compliance Statement or other financial statement, as applicable; (i) as of the date of such submission, no Events
of Default have oceurred or are continuing, (iv) all representations and warranties other than any representations or
warranties that are made s of a specific date in Section 4 remain true and correct in all material respects s of the
date of such submission except as noted in such Compliance Statement, or other financial statement, as applicable,
(V) as of the date of such submission, Borrower and each of its Subsidiaries has timely filed all required tax returns
and reports, and Borrower has timely paid all foreign, federal, state and local taxes, assessments, deposits and
contributions owed by Borrower except as otherwise permitted pursuant to the terms of Section 4.9, and (vi) as of
the date of such submission, no Liens have been levied or claims made against Borrower or any of its Subsidiari
relating o unpaid employee payroll or benefits of which Borrower has not previously provided written notification
to Bank.

(a)  Schedules a iments Relating to Accounts. Only when Advances are outstanding or

evidence of delivery, for any goods the sale or disposition of which gave rise to such in_additi
Borrower shall deliver to Bank, on its request, the originals of all instruments, chattel paper, security agreements,
‘guarantees and other documents and property evidencing or securing any Accounts, in the same form as received.
with all necessary indorsements, and copies of all credit memos.

(b)  Disputes. Borrower shall promptly notify Bank of all disputes or claims relating to
Ac ontinue for more irty (30) days ar ‘with respect to an amount in excess of Two H
Thousand Dollars ($200.000) in_the aggregate at such time, Borrower may forgive (completely or partiall
compromise. o settle any Account for less than payment in full, or agree 1o do any of the foregoing so long as (i

Borrower does so_in_good faith, in a_commercially reasonable manner, in the ordinary course of business, in
arm’s-length ransactions, and reports the same o Bankin the regular reports provided o Bank; (i) no Exent of
fault ht continuing: and (il ot van tall

discounts, settlements and forgiveness,

(c) Collection of Accounts. Within sixty (60) days of the First Amendment Effective Date,
Account Deblors (o deliver or transmit all proceeds of Accounts into a lockbox account, or
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Obligations ss of whether Obli are then due and payable,

(¢)  Returns. Provided no Event of Default has occurred and is continuing, if any Account
Debtor returns any Inventory to Borrower, Borrower shall prompily (i) determine the reason for such retum, (i)

jate_amount in_accor with Borrower's

continuance of any Event of Default
Iy notify Bank of the retum of the

e and during the
imy

event any ati
rrower shall_hold the returned [nvent
Inventory,

®  vei J ; 3
i) verify and confirm directly with the respective Account Debtors the validity, amount and other matters relating to
the Accounts, cither in th f Borrower or Bank or such other name as Bank may choose, and notif

‘Account Deblor of Bank's security interest in such Account and/or (ii) conduct a credit check of any Account Deblor
10 approve any such Account Debtor's credit,

any error, act, omission, or delay of any kind occurring in the settlement, failure to settle, collecllm\ or. fmlure to
collect any Account, or for settling any Account in good faith for less than the full amount thereof, nor shall Bank be
sesmed o be sponsble fot.anc o Borexers obealors e any soniac . s Bl 1S 230

te purchase price of One Hundred Thousand Dollars ($100,000) or less (for all such transactions in any
fiscal year). Borrower agrees that it will not commin of Collateral with any of Borrower’s other

56 Taxes; Pensions.

(@) Timely file, and require cach of its Subsidiaries to timely file (in each case, unl

10 a valid extension), all required tax returns and reports and timely pay, and require each of its Subsidiaries to
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timely pay. or file extensions for, all foreign, federal, state and local taxes, assessments, deposits and contributions
owed by Borrower and each of its Subsidiaries, except for (deferred payment of any taxes contested pursuant to the
terms of Section 4.9(a) hereof, and shall deliver to Bank, on demand, appropriate certificates atiesting to such
payments, and pay, and require each of its Subsidiaries to pay, all amounts necessary to fund all present pension,
profit sharing and deferred compensation plans in accordance with their terms.

(b)  Tothe extent Borrower or any of its Subsidiaries defrs payment of any contested taxes in
excess of Fifty Thousand Dollars (550,000, (i) notify Bank in writing of the commencement of, and any material
development in, the proceedings. and (i) post bonds or take any other steps required to prevent the Governmental
Authority levying such contested taxes from obtaining a Lien upon any of the Collateral that is other than a
“Permitted Lien.”

57 Access to Collateral; Books and Records. At reasonable times, on theeefive (3)5) Business
Days” notice (provided no notice is required if an Event of Default has occurred and is continuing), Bank, or its
agents, shall have the right to inspect the Collateral and the right to audit and copy Borrower’s Books. SuehThe
Initial Audit shall be completed within ninety (90) day:s ter the First Amendment Effective Date, and Borrower
shall cooperate with Bank in order to timely complete same. Thereafier, (i) when Streamline Period is in effect, such
inspections and audits shall be conducted during-Borrower s business-hews no more ofien than once every twelve
(12) months, unless an Event of Default has occurred and s continuing, in which case such inspections and audits

s often as Bank shall determine when Streamline Peri effect,

inspections and audits shall be conducted no more often than once every six (6) months (or as frequently as Bank
determines in its sole discretion that conditions warran), unless an Event of Default has occurred and is continuing,
in which case such inspections and audits shall occur as often as Bank shall determine is necessary. The foregoing
inspections and audits shall be conducted at Borrawer's expense and the charge therefor shall be One Thousand
Dollars ($1,000) per person per day (or such higher amount as shall represent Bank’s then-current standard charge
for the same), plus reasonable out-of-pocket expenses. In the event Borrower and Bank schedule an audit more than
cight (8) days in advance, and Borrower cancels or secks t0 or reschedules the audit with less than eight (8) days
written notice to Bank, then (without limiting any of Bank’s rights or remedics) Borrower shall pay Bank a fec of
Two Thousand Dollars ($2.000) plus any out-of-pocket expenses incurred by Bank to compensate Bank for the
anticipated costs and expenses of the cancellation or rescheduling.

58 Insurance.

(@) Keep its business and the Collateral insured for risks and in amounts standard for
companies in Borrower's industry and location and as Bank may reasonably request. Insurance policies shall be ina
form, with financially sound and reputable insurance companies that are not Affiliates of Borrower, and in amounts
that are reasonably satisfactory to Bank.

(b) Al property policies shall have a lenders loss payable endorsement showing Bank as
lender loss payee. All liability policies shall show. or have endorsements showing. Bank as an additional insured.
Bank shall be named as lender loss payee and/or additional insured with respect to any such insurance providing
coverage in respect of any Collateral.

() Ensure that proceeds payable under any property policy are, at Bank’s option, payable to
Bank on account of the Obligations. Notwithstanding the foregoing, (a) so long as no Event of Default has occurred
and is continuing, Borrower shall have the option of applying the proceeds of any casualty policy up to One Million
Dollars ($1,000,000) in the aggregate for all losses under all casualty policies in any one year, toward the
replacement or repair of destroyed or damaged property: provided that any such replaced or repaired property (i)
shall be of equal or like value as the replaced or repaired Collateral and (i) shall be deemed Collateral in which
Bank has been granted a frst priority security interest, and (b) after the occurrence and during the continuance of an
Event of Default, all proceeds payable under such casualty policy shall, at the option of Bank, be payable to Bank on
account of the Obligations.
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(@) (i) Use commercially reasonable efforts to protect, defend and maintain the validity and
enforceability of Borrower’s and each Subsidiary’s Intellectual Property, except to the extent that such failure to do
50 would not reasonably be expected to have a material adverse effect on Borrowers business or operations or that
such Intellectual Property does not have material value; (i) promptly advise Bank in writing of infringements or any
other event that could reasonably be expected to materially and adversely affect the value Borrower's and each
Subsidiary’s Intellectual Property that has material value; and (iii) not allow any Intellectual Property material to
Borrowers or any Subsidiary’s business to be abandoned, forfeited or dedicated to the public without Bank’s written
consent.

(b)  Provide written notice to Bank within thirty (30) days of entering or becoming bound by
any Restricted License (other than over-the-counter software that is commercially available to the public). Borrower
shall take such commercially reasonable steps as Bank requests to obiain the consent of, or waiver by, any person
whose consent or waiver is necessary for (i) any such Restricted License (o be deemed “Collateral” and for Bank to
have a security interest in it that might otherwise be restricted or prohibited by law or by the terms of any such
Restricted License, whether now existing or entered into in the future, and (i) Bank to have the ability in the event
of a liquidation of any Collateral to dispose of such Collateral in accordance with Bank's rights and remedies under
this Agreement and the other Loan Documents.

12 Litigation Cooperation. From the date hereof and continuing through the termination of this
Agreement, make available to Bank, without expense to Bank, Borrower and its officers, employees and agents and
Borrower's books and records, to the extent that Bank may deem them reasonably necessary to prosecute or defend
any third-party suit or proceeding instituted by or against Bank with respect to any Collateral or relating to
Borrower.

513 Reserved.

514 Formation or Acquisition of Subsidiaries. Notwithstanding and without limiting the negative
covenants contained in Sections 6.3 and 6.7 hereof. at the time that Borrower or any Guarantor forms any Subsidiary
or acquires any Subsidiary afier the Effective Date (including, without limitation, pursuant to a Division), Borrower
and such Guarantor shall (a) cause such new Subsidiary to provide to Bank a joinder to this Agreement to become a
co-borrower hereunder or a guaranty to become a Guarantor hereunder (as determined by Bank in its sole
discretion), together with documentation, all in form and substance satisfactory to Bank (including being sufficient
to grant Bank a first priority Lien (subject to Permitted Liens) in and to the assets of such newly formed or acquired
Subsidiary that constitute Collateral), (b) provide to Bank appropriate certificates and powers and financing
statements, pledging (i) all of the direct or beneficial ownership interest in such new Subsidiary, in form and
substance reasonably satisfactory to Bank: and (c) provide to Bank all other documentation in form and substance
reasonably satisfactory to Bank, including one or more opinions of counsel satisfactory to Bank, which in its opinion
is appropriate with respect 1o the execution and delivery of the applicable documentation referred to above. Any
document, agreement, or instrument executed or issued pursuant to this Section 5.14 shall be a Loan Document.

515 Inventory; Returns. Keep all Inventory in good and marketable condition, free from material
defects. Returns and allowances between Borrower and its Account Debtors shall follow Borrower’s customary
practices s they exist at the Effective Date. Borrower shall prompily notify Bank of all returns, recoveries, disputes
and claims that involve more than Two Hundred Fifty Thousand Dollars ($250.000) (measured as to any single
return, recovery, dispute or claim, and not in the aggregate at such time).

5.16 Further Assurances. Execute any further instruments and take such further action as Bank
reasonably requests to perfect, protect, ensure the priority of or continue Bank’s Lien on the Collateral or to affect
the purposes of this Agreement.

517 Sanctions. (a) Not, and not permit any of its Subsidiaries to, engage in any of the activities
described in Section 4.11 in the future; (b) not, and not permit any of its Subsidiaries to, become a Sanctioned
Person; (¢) ensure that the proceeds of the Obligations are not used to violate any Sanctions; and (d) deliver to Bank
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FDA Premarket Clearance and Approval Requirements

Unless an exemption applies, esch medical device we wish to commercall distibute in the United States il require either premarket notfication, o S10(K), clearance or approval of a pre-
market approval (“PMA) from the FDA. The FDA classifes medical device into one o thee classes. Devices deemed 1o pose lowe rsks are placed in cither Clas I or 11, which typicaly requires
the manufacturer to subimit to the FDA & premarket notifcation requesting, permission 1o commercially disrbute the device. This process is generally known s 510(K) clearance. Some low risk
devices are exempte from this requirement. Devices deemed by the FDA to pose the greatest rsks,such aslfe-susaining,lfe-supportin or implantable devices, o devices deemed not substantially
equivalent o a previously cleared 510(k)device, are placed in Class 11, requiing a PMA.

(Clas 1 devices are those for which safey and effectveness can be asured by acherence to FDA's “general controls” for medical devices, which include compliance with the applcable portions
of the FDA's Quality System Regulation, or QSR faciliy registration and productlsing, reporting of aderse medical events, and appropriat, ruthfl and non-misleading labelng, advertsing, and
promotional materials. Some Class | device als require premarket clearance by the FDA through the 510(k) remarkae notificaion process described below.

(Clas 11 devices are subject 10 FDA's general control, and any other “special controls” deemed necessary by FDA to ensure the safety and effeciveness of the device, such as performance.
standards, productspecific guidance documents, specal labling requirements, patien registres or post-market surveillance. Premarket review and clearance by the FDA for Class 1 devices is
‘accomplished through the 510(k) premarket natification procedure, though certain Clas I devices are exemp from this premarket review process. When a 510(K) is required, the manufacturer must
Submit 10 the FDA 4 premarket notfication submission demonstrating that the device is *substantally equivalent” 0 a legally marketed device, which n some cases may require submission of
linical data. Unless a speciic exemprion applis, 5100k premarket notficarion submissions are subject 10 user fees I the FDA determines tht he device, or is intended use,is not substantially
equivalent (0 legally marketed device,the FDA may place the device, o the paricular use ofthe device, nto Class 11, and the device sponsor must then fulfill much more rigorous premarketing.
requitemens.

(Class 1T devices, consising of devices deemed by the FDA to pose the greatet risk, such as lfesustaning, lfe-supporting o implantable devices, or devices deemed not substantially
equivalent 10 predicate device. The safety and effectveness of Clas I devices cannot be assured solely by general orspecial contols. Submission and FDA approval of a premarke approval, or
PMA, applicaion i required before marketng of a Class 11 device can proceed. As with 510(k) submissions, unless subject 0 n exempion, PMA submissions are subject {0 use fees, The PMA
process is much more demanding than the 510(k) premarket notfication process. A PMA application, which is intended o demonstate that the devic is afe and effective, must be supported by
extensive dats, ypically including data from precinical st and human clinical tias.

510() Clearance

“To obtain 510K) clearance for a medical device, n applicant must submit (0 the FDA a premarket otification submission demonsisaing that the proposed device s “substantally equialent”
0. legally marketed device, known as a “predicate device.” A legally marketed predicate device may include a device that was legally marketed prior 10 May 28, 1876 for which a PMA Is not
required (known as a “pre-amendments device" based on th date of enactment of the Medical Device Amendments of 1976), a device that has been reclassfied from Class 11 10 Class 1 o Class 1,
or a device that was found substantially equivalent through the 510(k) process. A deviceis substantially equivalent f, with respect t the predicate device,it has the same intended use and hs cither
) the same technological characteristcs, o (i) differen technological charactersics, but the information provided in the 510(4) submission demonstates tha the device does not raise new
questons ofsafety and effectveness and 15 at least s safe and effective as the predicate device. A showing of substania equivalence sometimes, but not always,requires clinical dat.

Before the FDA will accept a 510(K) submission fo substantive review, the FDA willist asses whether the submission saisies a minimum threshold of acceptabiliy. I the FDA determines
hat the 510(K) submission s incomplte,the FDA will ssue a “Refuse o Accept” leter which generally oulines the information the FDA believes is necessary 0 permit a substantve review and to
reach a determination regarding substantial equivalence. An applicant must submit the requested information before the FDA will proceed with additonal review of the submission. By regulation, the
FDA has 90 days from acceptance o the 510(K) submission fo review to teview and issue a determination. As a practcal matter, clearance oftn takes longer. The FDA may require addiional
information, incudin clinical data, to make a determination regarding substantial equivalence.

Afte a device receives 510(K) marketing clearance, any modiication that could significantly affect is safety or ffectiveness, or that would constiute a major change or modificarion n is
intended use, will require a new 510(k) markeding clearance o, if the modifcation changes the classification of the product o Class [, PMA approval. The determination as to whether or not a
modification could sgnificantlyaffect the device’s sefey or effectvenessis iniially left to the manufacturer using available FDA
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any certification or other evidence requested from time to time by Bank in its sole discretion, confirming each such
Person’s compliance with this Section 5.17. In addition, have implemented, and will consistently apply while this
Agreement is in effect, reasonable procedures to ensure that the representations and warranties in Section 4.11
remain true and correct while this Agreement is in effect.

518 Post-Closing Obligations.

(a) As soon as possible, but in any event not later than the date that is fifieenthirty (+530)
days after the First Amendment Effective Date, Borrower shall deliver to Bank aduly-executed-landiords consent in
Hivorol Bank o Bomower s leased ocaion st SIN2300 Oen Sireer Sante Gl O3 939 eidence
satisfactory to Bank that the insurance policies and endorsements required by Section 5.8 hereof are in full force and
effect, together with_appropriate_evidence showing_lender loss payable_and_additional insured_clauses or
endorsements in i of Bank.

(b) As soon as possible, but in any event not later than the date that is #istyfive (305) days
after the First Amendment Effective Date, Borrower shall deliver to Bank a duly exccuted bailee’s waiver in-favor of
Bank for the batlee location at 125 W, Pinnacle Peak Road. Phoenis. AZ X5027. where Borower maintains
property-with-a-hird partyControl Agreement with U.S. Bank.

6. NEGATIVE COVENANTS
Borrower shall not do any of the following without Bank’s prior written consent:

6.1 Dispositions. Convey, sell, lease, transfer, assign, or otherwise dispose of (including, without
limitation, pursuant to a Division) (collectively, “Transfer”), or permit any of its Subsidiaries to Transfer, all or any
part of its business or property, except for Transfers () of Inventory in the ordinary course of business: (b) of
worn-out, surplus or obsolete Equipment that is, in the reasonable judgment of Borrower, no longer economically
practicable to maintain or useful in the ordinary course of business of Borrower; (c) consisting of Permitted Liens
and Permitted Investments; (d) consisting of the sale or issuance of any stock, partnership, membership, or other
ownership  interest or other equity securities of Borrower permitted under Section 6.2 of this Agreement; (¢)
consisting of Borrower’s or its Subsidiaries' use or transfer of money or Cash Equivalents in a manner that is not
prohibited by the terms of this Agreement or the other Loan Documents, including without imitation cash returns or
refunds of customer payments; (f) of non-exclusive licenses for the use of the property of Borrower or its
Subsidiaries in the ordinary course of business, and other licenses permitted pursuant to part (h) of the defined
Permitted Licns; (g) other Transfers not to exceed One Hundred Thousand Dollars ($100,000) in any twelve (12)
month period: and () other Transfers in which Borrower will receive cash proceeds in an amount equal to no less
than seventy-five percent (75%) of such other Transfer consideration (fixed or contingent) paid or payable to
Borrower or its Subsidiary.

For the avoidance of doubt, none of (a) the sale of any Permitted Convertible Indebtedness, (b) the sale of any
Warrant Transaction, (¢) the purchase of any Bond Hedge Transaction or (d) the performance by Borrower of its
obligations under any Permitted Convertible Indebtedness, any Warrant Transaction or any Bond Hedge Transaction
(including the settlement or termination of any Bond Hedge Transaction or Warrant Transaction) shall constitute a
Transfer.

62 Changes in Business, Management, Control, or Business Locations. (a) Engage in or permit
any of its Subsidiaries to engage in any business other than the businesses currently engaged in by Borrower and
such Subsidiary, as applicable, or reasonably related thereto; (b) liquidate or dissolve or permit any of its
Subsidiaries to liquidate or dissolve (unless such Subsidiary s assets are transferred to Borrower): (¢) fail to provide
notice to Bank of any Key Person departing from or ceasing to be employed by Borrower within seven (7) Business
Days after such Key Person’s departure from Borrower: (d) permit, allow or suffer to occur any Change in Control:

(&) without at least ten (10) days prior written notice to Bank, (i) add any new offices or business locations, including
warchouses (unless such new offices or business locations contain less than Two Hundred Thousand Dollars
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(5200,000) in Borrower’s assets or property) or deliver any portion of the Collateral valued, individually or in the
agaregate, in excess of Two Hundred Thousand Dollars (5200,000) to a bailee at a location other than to a bailee
and at a location already disclosed in the Perfection Certificate, or (f) without at least twenty (20) days prior written
notice to Bank (i) change its jurisdiction of organization. (i change its organizational structure or type, (ii) change
its legal name, or, (iv) change any organizational number (if any) assigned by its jurisdiction of organization. I
Borrower intends to add any new offices or business locations, including warehouses, containing in excess of Two
Hundred Thousand Dollars (5200,000) of Borrower's assets or property, then Borrower will cause the landlord of
any such new offices or business locations, including warehouses, (o execute and deliver a landlord consent in form
and substance reasonably satisfactory to Bank. If Borrower intends to deliver any portion of the Collateral valued,
individually o in the aggregate, in excess of Two Hundred Thousand Dollars (5200.000) to a bailee, and Bank and
such bailee are not already parties to a bailee agreement governing both the Collateral and the location to which
Borrower intends to deliver the Collateral, then Borrower will cause such bailee to execute and deliver a bailee
agreement in form and substance reasonably satisfactory to Bank. For the avoidance of doubt, no landlord or bailee
waivers shall be required for or with respect to any foreign locations of Borrower or its Subs

arics.

63 Mergers or Acquisitions. Merge or consolidate, or permit any of its Subsidiaries o merge or
consolidate, with any other Person, or acquire, or permit any of its Subsidiaries to acquire, al or substantially all of
the stock, partnership, membership, or other ownership interest or other equity securities or property of another
Person (including, without limitation, by the formation of any Subsidiary or pursuant to a Division), except (i) if (a)
Borrower has complied with the notice requirements applicable to prepayments hereunder, and (b) prior to or
contemporaneously with the closing of such transaction, all Obligations are paid in full in cash, and all of Bank’s
abligations to lend to Borrower under this Agreement are terminated, and/or (iii) Permitted Acquisitions. A
Subsidiary may merge or consolidate into another Subsidiary or into Borrower.

64 Indebtedness. Create, incur, assume, or be liable for any Indebtedness, or permit any Subsidiary
to do so, other than Permitted Indebtedness.

65  Encumbrance. Create, incur, allow, or suffer to exist any Lien on any of its property, or assign or
convey any right to receive income, including the sale of any Accounts, or permit any of its Subsidiaries to do so, in
each case as o the foregoing except for Permitted Liens, permit any Collateral not to be subject to the first priority
security interest granted herein, other than Permitted Liens, o enter into any agreement, document, instrument or
other arrangement (except with or in favor of Bank) with any Person which diretly or indirectly prohibits or has the
effect of prohibiting Borrower or any Subsidiary from assigning, mortgaging, pledging, eranting a security interest in
or upon, or encumbering any of Borrower’s or any Subsidiary’s Intellectual Property, except as is otherwise
permitted in Section 6.1 hereof and the definition of “Permitted Liens” herein.

6.6 Maintenance of Collateral Accounts. Maintain any Collateral Account except pursuant to the
terms of Section 5.9(c).

67 Distributions; Investments. (a) Pay any dividends or make any distribution or payment or
redeem, retire or purchase any stock, partership, membership, or other ownership interest or other equity securities,
provided that Borrower may (i) convert any of its convertible sccuritics into other securitics pursuant to the terms of
such convertible securities or otherwise in exchange thereof, (i) pay dividends solely in common stock or equity
interests, (iii) repurchase the stock of former employees, officers, directors or consultants pursuant to stock
repurchase agreements or termination of employment or service or repurchases pursuant to rights of first refusal in
Borrower’s bylaws, so long as an Event of Default does not exist at the time of any such repurchase and would not
exist after giving effect to any such repurchase; provided the aggregate amount of all such repurchases shall not
exceed Five Hundred Thousand Dollars ($500,000) per fiscal year, (iv) pay cash distributions in licu of issuing
fractional shares; provided the aggregate amount of all such payments shall not exceed Two Hundred Thousand
Dollars ($200,000) per fiscal year ., (v) distribute equity securities to former or current employees, officers,
consultants or directors pursuant to the exercise of employee stock options approved by the Board, (vi) pay, in
connection with any Permitted Acquisition by Borrower or any of ts Subsidiarics, (A) the reccipt or acceptance of
the return to Borrower or any of its Subsidiaries of stock or equity interests of Borrower constituting a portion of the
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purchase price consideration in settlement of indemnification claims, or as a result of a purchase price adjustment
(including earn-outs or similar obligations) and () payments or distributions to equity holders pursuant to appraisal
rights required under requirements of law; (vii) the distribution of rights pursuant to any shareholder rights plan or
the redemption of such rights for nominal consideration in accordance with the terms of any sharcholder rights plan,
and (viii) for the avoidance of doubt, Subsidiaries of Borrower shall be permitted to, directly or indircctly, pay
dividends or make distributions to other Subsidiaries or to Borrower, or (b) directly or indircetly make any
Investment (including, without limitation, by the formation of any Subsidiary) other than Permitted Investments, or
permit any of its Subsidiaries to do so.

Notwithstanding the forcgoing, or anything to the contrary hercin, and for the avoidance of doubt, this Section 6.7
shall not prohibit (i) the conversion by holders of (including any cash payment upon conversion), or required
payment of any principal or premium o, or required payment of any interest with respect to, any Permitted
Convertible Debt, in each case, in accordance with the terms of the indenture governing such Permitted Convertible
Debt; provided that the preceding sentence shall only allow principal payments with respect o any repurchase in
connection with the redemption of Permitted Convertible Debt upon satisfaction of a condition related to the stock
price of the Borrower’s common stock if the Redemption Conditions are satisfied in respect of such redemption;
provided further that, o the extent both (a) the aggregate amount of cash payable upon conversion or redemption of
any Permitted Convertible Debt (excluding any required payment of interest with respect to such Permitted
Convertible Debt and excluding any payment of cash in lieu of a fractional share due upon conversion thereof)
exceeds the aggregate principal amount thereof and (b) such conversion or redemption does not trigger or
correspond to an exercise or early unwind or settlement of a corresponding portion of the Bond Hedge Transactions
consttuting Permitted Call Spread Agreements relating to such Permitted Convertible Debt (including, for the
avoidance of doubl, the case where there is no Bond Hedge Transaction constituting a Permitted Call Spread
Agreement relating to such Permitted Convertible Debt), the payment of such excess cash (any such payment, a
“Cash Excess Payment”) shall not be permitted by this clause (i); and (ii) any required payment with respect o
(including, for the avoidance of doubt, the payment of the relevant premium for the purchase thereof), or required
carly unwind or settlement of, any Permitted Call Spread Agreement, in cach case, in accordance with the terms of
the agreement govering such Permitted Call Spread Agreement; provided that, to the extent cash is required to be
paid under a Warrant Transaction as a result o the election of “cash settlement” (or substantially equivalent term) as
the “settlement method” (or substantially equivalent term) thereunder by the Borrower (or its Affliate) (including in
connection with the exercise and/or early unwind or settlement thereof), the payment of such cash shall not be
permitted by this clause (ii). Notwithstanding the foregoing, the Borrower may repurchase, exchange or induce the
conversion of Permitted Convertible Debt by delivery of shares of the Borrower's common stock and/or a different
series of Permitted Convertible Debt (which series (1) matures after, and does not require any scheduled amortization
or other scheduled payments of principal prior to, the analogous date under the indenture governing the Permitted
Convertible Debt that are so repurchased, exchanged or converted and (11) has terms, conditions and covenants that
are commercially reasonable to the Borrower (as determined by the Borrower in good faith) (any such series of
Permitted Convertible Debt, “Refinancing Convertible Debt”) and/or by payment of cash (x) in licu of any
fractional shares, (y) in respect of accrued and unpaid interest of such Permitted Convertible Debt and (z) additional
cash in an amount that does not exceed the proceeds received by the Borrower from the substantially concurrent
issuance of shares of the Borrower's common stock and/or a Refinancing Convertible Debt plus the net cash
proceeds, if any, received by the Borrower pursuant to the related exercise or early unwind or termination of the
related Permitied Call Spread Agreements pursuant to the immediately following proviso; provided that,
substantially coneurrently with, or a commercially reasonable period of time before or after, the related settlement
date for the Permitted Convertible Deb that s so repurchased, exchanged or converted, the Borrower shall (and. for
the avoidance of doubt, shall be permitted under this Section 7.7 to) exereise or unwind or terminate carly (whether
in cash, shares or any combination thereof) the portion of the Permitted Call Spread Agreements, if any,
corresponding to such Permitted Convertible Debt that s so repurchased, exchanged or converted.

68 Transactions with Affiliates. Directly o indirectly enter into or permit to exist any material
transaction with any Affiliate of Borrower, except for (a) transactions that are in the ordinary course of Borrower's
business, upon fair and reasonable terms that are no less favorable to Borrower than would be obtained in an arm’s
Iength transaction with a non-afiliated Person; (b) sales of Borrower's equity securities to the then-existing investors
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of Borrower in connection with a bona fide equity financing by the Board so long as such sale shall not result in a
violation of the Change of Control provision in Section 6.2, (¢) debt financings from Borrower's investors so long as
all such Indebtedness shall constitute Subordinated Debt, (d) reasonable and customary compensation arrangements
and benefit plans for officers, and other employees of Borrower approved by the Board, (e) reasonable and
customary compensation arrangements for fees and costs paid to members of the Board in the ordinary course of
business, and (f) Investments of the type described in and permitted under clauses (g) and/or (h) of the definition of
“Permitted Investments” herein.

69 Subordinated Debt. Except as expressly permitted under the terms of the subordination,
intercreditor, or other similar agreement to which any Subordinated Debt s subject: (a) make or permit any payment
on such Subordinated Debt; (b) amend any provision in any document relating to such Subordinated Debt which
would inerease the amount thereof, or (¢) provide for earlier or greater principal, interest, or other payments thercon,
or adversely affect the subordination thereof to Obligations owed to Bank in contravention of the terms of such the
subordination, interereditor, or other similar agreement

610  Compliance. (2) Become an “investment company” or a company controlled by an “investment
‘company”, under the Investment Company Act of 1940, as amended, or undertake as one of its important activities
extending credit to purchase or carry margin stock (as defined in Regulation U of the Board of Governors of the
Federal Reserve System), or use the proceeds of any Credit Extension for that purpose; (b)(i) fail to meet the
minimum funding requirements of ERISA, (ii) permit a Reportable Event or Prohibited Transaction, as defined in
ERISA, to occur, (i) fail to comply with the Federal Fair Labor Standards Act or (iv) violate any other law or
regulation, if the foregoing subclauses (i) through (iv), individually or in the aggregate, could reasonably be
expected to have a material adverse cffect on Borrower's business or operations, or permit any of its Subsidiaries (o
do so; or () withdraw or permit any Subsidiary to withdraw from participation in, permit partial or complete
termination of, or permit the occurrence of any other event with respect o, any present pension, profit sharing and
deferred compensation plan which could reasonably be expected to result in any material liability of Borrower,
including any material liability to the Pension Benefit Guaranty Corporation or its successors or any other
Governmental Authority.

611 Cash and Cash Equivalents held by Forcign Subsidiaries. The aggregate value of cash and
Cash Equivalents held by all Forcign Subsidiarics of Borrower to exceed Two Million Five Hundred Thousand
Dollars ($2,500,000) for more than five (5) Business Days in each calendar month.

612 Value of Assets held by Foreign Subsidiaries. The aggregate value of the assets owned by the
Foreign Subsidiaries of Borrower shall not exceed twenty percent (20%) of the aggregate value of all assets owned
by the Borrower and its Subsidiaries.

613 Redemption of Permitted Convertible Debt. Exercise any redemption right with respect to any
Permitted Convertible Debt upon satisfaction of a condition related to the stock price of the Borrower’s common
stock, unless the Redemption Conditions are satisfied in respect of such redemption.

% EVENTS OF DEFAULT
Any one of the following shall constitute an event of default (an “Event of Default”) under this Agreement:

7.1 Payment Default, Borrower fails to (a) make any payment of principal or interest on any Credit
Extension on its due date, or (b) pay any other Obligations within three (3) Business Days after such Obligations are
due and payable (which three (3) Business Day cure period shall not apply to payments due on the Revolving Line
Maturity Date or Term Loan Maturity Date), in each unless such late payment is due to Bank’s failure to auto-debit
such payment when sufficient funds were contained in the Designated Deposit Account (or if insufficient funds are
contained therein, or if an Event of Default has occurred and is continuing, any of Borrower’s other accounts at
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Bank). During the cure period, the failure to make or pay any payment specified under clause (b) hereunder is not
an Event of Default (but no Credit Extension will be made during the cure period);

72 Covenant Default.

(@ Borrower fuils or neglects to perform any obligation in Section 5 (other than Sections 5.2
(Government Compliance), 5.12 (Litigation Cooperation), 5.15 (Inventory; Returns) and 5.16 (Further Assurances))
or violates any covenant in Section 6; or

(b)  Borower fails or neglects 1o perform, keep, or observe any other term, provision,
condition, covenant or agreement contained in this Agreement or any Loan Documents, and as to any default (other
than those specified in this Section 7) under such other term, provision, condition, covenant or agreement that can be
cured, has failed to cure the default within ten (10) days afier the occurrence thereof: provided, however, that if the
default cannot by its nature be cured within the ten (10) day period or cannot after diligent attempts by Borrower be
cured within such ten (10) day period, and such default is likely to be cured within a reasonable time, then Borrower
shall have an additional period (which shall not in any case exceed thirty (30) days) to attempt to cure such default,
and within such reasonable time period the failure to cure the default shall not be deemed an Event of Default (but
no Credit Extensions shall be made during such cure period). Cure periods provided under this section shall not
apply-te,_among_other things, to_financial covenants or_any other_covenants. that are required to be satisfied,
completed or tested by a date certain or any covenants set forth in Seetion-7-2a)clause (a) above:

73 Mate

Adverse Change. A Material Adverse Change oceurs;
74 Attachment; Levy; Restraint on Business.

(a) (i) The service of process seeking to attach, by trustee or similar process, any funds of
Borrower or any Subsidiary with a value in excess of Two Hundred Thousand Dollars ($200,000), or (ii) a notice of
lien or levy in an amount in excess of Two Hundred Thousand Dollars (5200,000), is filed against any of Borrower's
or any of its Subsidiaries’ assets by any Governmental Authority, and the same under subelauses (i) and (ii) hereof
are not, within fifieen (15) days after the oceurrence thercof, discharged or stayed (whether through the posting of a
bond or otherwise); provided. however, no Credit Extensions shall be made during any fifteen (15) day cure period:;
or

() (i) any material portion of Borrower’s or any of its Subsidiaries’ assets with a value in
excess of Two Hundred Thousand Dollars (5200,000), is attached, scized, levied on, or comes into possession of a
trustee or receiver, or (i) any court order enjoins, restrains, or prevents Borrower or any of its Subsidiaries from
conducting all or any material part of ts business;

7.5 Insolvency. (a) Borrower or Borrower and of its Subsidiaries (taken as a whole) is unable to pay
its debts (including trade debts) as they become due or otherwise becomes insolvent: (b) Borrower or any of its
Subsidiaries begins an Insolvency Proceeding: or (c) an Insolvency Proceeding is begun against Borrower or any of
its Subsidiaries and is not dismissed or stayed within forty-five (45) days (but no Credit Extensions shall be made
while any of the conditions described in clause (a) exist and/or until any Insolvency Proceeding is dismissed);

7.6 Other Agreements. There is, under any agreement to which Borrower, any of Borrower's
Subsidiaries, or any Guarantor is a party with a third party or parties, (a) any default by Borrower (after applicable
grace and/or cure periods) resulting in a right by such third party or parties, whether or not exercised, to acceleratc
the maturity of any Indebtedness in an amount individually or in the aggregate in excess of Five Hundred Thousand
Dollars (5300,000); or (b) any breach or default by Borrower, any of Borrower's Subsidiaries, or Guarantor the
result of which could reasonably be expected to have a material adverse effect on Borrower’s, any of Borrower's
Subsidiaries’, or any Guarantor’s business or operations (taken as a whole)
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7.7 Judgments; Penalties. One or more fines, penalties or final judgments, orders or deerees for the
payment of money in an amount, individually or in the aggregate, of at least Five Hundred Thousand Dollars
(5500,000)not covered by independent third-party insurance as to which liability has been accepted by such
insurance carrier) shall be rendered against Borrower or any of its Subsidiaries by any Governmental Authority, and
the same are not, within ten (10) days afier the eniry, assessment or issuance thereof, discharged, satisfied or paid, or
after exceution thereo, or stayed pending appeal, or such judgments are not discharged, satisfied or paid prior to the
expiration of any such stay (provided that no Credit Extensions will be made prior to the discharge, satisfaction,
payment, or stay of such fine, penalty, judgment, order or deeree);

78  Misrepresentations. Borrower or any of its Subsidiaries or any Responsible Person acting for
Borrower or any of its Subsidiaries knowingly makes any representation, warranty, or other statement now or later in
this Agreement, any Loan Document or in any writing delivered to Bank or to induce Bank to enter this Agreement
or any Loan Document, and such representation, warranty, or other statement is incorrect in any material respect
when made (it being agreed and acknowledged by Bank that the projections and forecasts provided by Borrower or
any of its Subsidiaries in good faith and based upon reasonable assumptions are not viewed as facts and that actual
results during the period or periods covered by such projections and forecasts may differ from the projected or
forecasted results);

79 Subordinated Debt. If: (a) any document, instrument, or agreement evidencing any Subordinated
Debt shall for any reason be revoked or invalidated or otherwise cease to be in full force and effect (other than in
accordance with the terms of such document, instrument or agreement) or any Person (other than Bank)) shall be in
breach thereof or contest in any manner the validity or enforceability thereof or deny that it has any further liability
or obligation thereunder; (b) a default or event of default (however defined) has occurred under any document,
instrument, or agreement evidencing any Subordinated Debt, which default shall not have been cured or waived
within any applicable grace period; or (c) the Obligations shall for any reason be subordinated or shall not have the
priority contemplated by the applicable subordination or intercreditor agreement;

7.10 Lien Priority. There is a material impairment in the perfection or priority of Bank’s security
interest in the Collateral (unless such failure is caused by Bank’s gross negligence or willful misconduct);

701 Guaranty. () Any guaranty of any Obligations terminates or ceases for any reason to be in full
force and effect (except due o termination in accordance with the terms of such guaranty); (b) any Guarantor does
not perform any material obligation or covenant under any guaranty of the Obligations; (c) any circumstance
described in Sections 7.3, 7.4, 7.5, 7.6, 7.7, or 7.8 of this Agreement oceurs with respect to any Guarantor (subject
o the applicable cure and grace periods hercin), (d) the death, liquidation, winding up, or termination of existence of
any Guarantor; o (¢)a material impairment in the perfection or priority of Bank’s Lien in the collateral provided by
Guarantor or in the value of such collateral ; or

7.12  Governmental Approvals. Any Governmental Approval shall have been (a) revoked, rescinded,
suspended, modified in an adverse manner or not renewed in the ordinary course for a full term or (b) subject to any
decision by a Govemmental Authority that designates a hearing with respect to any applications for renewal of any
of such Governmental Approval or that could result in the Governmental Authority taking any of the actions
described in clause (a) above, and such decision or such revocation, rescission, suspension, modification or
non-renewal (i) causes, or could reasonably be expected to cause, a Material Adverse Change, or (if) materially and
adversely affects the legal qualifications of Borrower or any of its Subsidiaries to hold such Governmental Approval
in any applicable jurisdiction and such revocation, rescission, suspension, modification or non-rencwal could
reasonably be expected to materially and adversely affect the status of or legal qualifications of Borrower or any of
its Subsidiarics to hold any Governmental Approval in any other jurisdiction that is material 0 the operation of
Borrower's business.

8 BANK’S RIGHTS AND REMEDIES
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81 Rights and Remedies. Upon the occurrence and during the continuance of an Event of Default,
Bank may, without notice or demand, do any or all o the following:

(@) declareall Obligations immediately due and payable (but if an Event of Default described
in Section 7.5 occurs all Obligations are immediately due and payable without any action by Bank);

(b)  stop advancing money or extending credit for Borrower's benefit under this Agreement or
under any other agreement between Borrower and Bank;

() demand that Borrower (i) deposit cash with Bank in an amount equal (0 at least (A) one
hundred and five percent (105.0%) of the ageregate face amount of any Letters of Credit denominated in Dollars
remaining undrawn, and (B) one hundred and fifteen percent (115.0%) of the Dollar Equivalent of the aggregate face
amount of any Letters of Credit denominated in a Foreign Currency remaining undrawn (plus, in each case, all
interest, fees, and costs due or estimated by Bank to become due in connection therewith), to secure all of the
Obligations relating to such Letters of Credit, as collateral sccurity for the repayment of any future drawings under
such Letters of Credit, and Borrower shall forthwith deposit and pay such amounts, and (i) pay in advance all letter
of eredit fees scheduled to be paid or payable over the remaining term of any Letters of Credit;

(@) terminate any FX Contracts (it being understood and agreed that (i) Bank s not obligated
to deliver the currency which Borrower has contracted to receive under any FX Contract, and Bank may cover its
exposure for any FX Contracts by purchasing or selling currency in the interbank market as Bank deems appropriate:
(ii) Borrower shall be liable for all losses, damages, costs, margin obligations and expenses incurred by Bank arising
from Borrower's failure to satisfy its obligations under any FX Contract or the execution of any FX Contract; and
(iii) Bank shall not be liable to Borrower for any gain in value of a FX Contract that Bank may obtain in covering
Borrower's breach);

(e)  verify the amount of, demand payment of and performance under, and collect any
Accounts and General Intangibles, settle or adjust disputes and claims directly with Account Debtors for amounts on
terms and in any order that Bank considers advisable, and notify any Person owing Borrower money of Bank’s
security interest in such funds;

0] make any payments and do any acts it considers necessary or reasonable to protect the
Collateral and/or its security interest in the Collateral. Borrower shall assemble the Collateral if Bank requests and
make it available as Bank designates. Bank may enter premises where the Collateral s located, take and maintain
possession of any part of the Collateral, and pay, purchase, contest, or compromise any Lien which appears to be
prior o superior to its security interest and pay all expenses incurred. Borrower grants Bank a license to enter and
oceupy any of its premises, without charge, to exercise any of Bank’s rights or remedies;

(2 apply to the Obligations any (i) balances and deposits of Borrower it holds, o (ii) amount

held by Bank owing to or for the credit or the account of Borrower;

() ship, reclaim, recover, store, finish, maintain, repair, prepare for sale, advertise for sale,
and sell the Collateral. For use solely upon the occurrence and during the continuation of an Event of Default, Bank
is hereby granted a non-exclusive, royalty-free license or other right to use, without charge, Borrower's labels,
Patents, Copyrights, mask works, rights of use of any name, trade secrets, trade names, Trademarks, and advertising
‘matter, or any similar property s it pertains to the Collateral, in completing production of, advertising for sale, and
selling any Collateral and, in conneetion with Bank’s exercise of ts rights under this Section 8.1, Borrower's rights
under all icenses and all franchise agreements inure to Bank’s benefit;

) place a “hold” on any account maintained with Bank and/or deliver a notice of exclusive
conirol, any entitlement order, or other directions or instructions pursuant to any Control Agreement or similar
agreements providing control of any Collateral;
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() demandand receive possession of Borrower's Books; and

(k) exercise all rights and remedies available to Bank under the Loan Documents or at law or
equity, including all remedies provided under the Code or any Applicable Law (including disposal of the Collateral
pursuant to the terms thereof).

82 Power of Attorney. Borrower hereby imevocably appoints Bank as its true and lawful
attorney-in-fact, (a) exercisable only following the occurrence and during the continuance of an Event of Default, to:

(i) endorse Borrower’s name on any checks, payment instruments, or other forms of payment or security; (ii) sign
Borrower's name on any invoice or bill of lading for any Account or drafts against Account Debtors: (iii) demand.
collect, sue, and give releases to any Account Debtor for monies due. settle and adjust disputes and claims about the
Accounts directly with Account Debtors, and compromise, prosecute. or defend any action, claim, case, or
proceeding about any Collateral (including filing a claim or voting a claim in any bankruptcy case in Bank’s or
Borrower’s name, as Bank chooses); (iv) make, settle, and adjust all claims under Borrower’s insurance policies; (v)
pay. contest or settle any Lien, charge, encumbrance, security interest, or other claim in or to the Collateral, or any
Judgment based thereon, or otherwise take any action to terminate or discharge the same: and (vi) transfer the
Collateral into the name of Bank or a third party as the Code permits; and (b) regardless of whether an Event of
Default has occurred, to sign Borrower’s name on any documents necessary to perfect or continue the perfection of
Bank’s security interest in the Collateral. Bank’s foregoing appointment as Borrower’s attorney in fact, and all of
Bank's rights and powers, coupled with an interest, are irrevocable until such time as all Obligations (other than
inchoate indemnity obligations) have been paid in full in cash, Bank is under no further obligation to make Credit
Extensions and the Loan Documents have been terminated. Bank shall not incur any liability in connection with or
arising from the exercise of such power of attorney and shall have no obligation 10 exercise any of the foregoing
rights and remedies.

83 Protective Payments. If Borrower fails to obain the insurance called for by Section 5.8 or fails
1o pay any premium thereon or fails to pay any other amount which Borrower is obligated to pay under this
Agreement or any other Loan Document or which may be required to preserve the Collateral, Bank may obtain such
insurance or make such paymen, and all amounts so paid by Bank are Bank Expenses and immediately due and
payable, bearing interest at the then highest rate applicable to the Obligations, and secured by the Collateral. Bank
will make reasonable efforts to provide Borrower with notice of Bank obtaining such insurance at the time it is
obtained or within a reasonable time thereafier, No payments by Bank are deemed an agreement to make similar
payments in the future or Bank’s waiver of any Event of Default,

84 Application of Payments and Proceeds. If an Event of Default has oceurred and is continuing,
Bank shall have the right to apply in any order any funds in its possession, whether from Borrower account balances,
payments, proceeds realized as the result of any collection of Accounts or other disposition of the Collateral, or
otherwise, to the Obligations in such order as Bank shall determine in its sole discretion. Any surplus shall be pai
to Borrower or other Persons legally entitled thereto; Borrower shall remain liable to Bank for any deficiency.
Following the occurrence and during the continuation of an Event of Default,if Bank, in its commercially reasonable
retion, directly or indirectly, enters into a deferred payment or other credit transaction with any purchaser at any
sale of Collateral, Bank shall have the option, exercisable at any time, of cither reducing the Obligations by the
principal amount of the purchase price or deferring the reduction of the Obligations unil the actual receipt by Bank
of cash therefor.

85 Bank’s Liability for Collateral. Bank's sole duty with respect to the custody, safekeeping and
physical preservation of the Collateral in its possession or under its control, under Section 9-207 of the Code or
otherwise, shall be to deal with it in the same manner as Bank deals with its own property consisting of similar
instruments or interests. Borrower bears all risk of loss, damage or destruction of the Collateral.

86  No Waiver; Remedies Cumulative. Bank’s failure, at any time or times, to require strict
performance by Borrower of any provision of this Agreement or any other Loan Document shall not waive, affect, or

diminish any right of Bank thereafter to demand strict performance and compliance herewith or therewith. No
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waiver hereunder shall be effective unless signed by the party granting the waiver and then is only effective for the
specific instance and purpose for which it is given. Bank's rights and remedies under this Agreement and the other
Loan Documents are cumulative. Bank has all rights and remedies provided under the Code, by law, or in equity.
Bank’s exercise of one right or remedy is not an election and shall not preelude Bank from exercising any other
remedy under this Agreement or other remedy available at law or in cquity, and Bank’s waiver of any Event of
Defaultis not a continuing waiver. Bank’s delay in exercising any remedy is not a waiver, election, or acquiescence.

87 Demand Waiver. Borrower waives demand, notice of default or dishonor, notice of payment and
nonpayment, notice of any default, nonpayment at maturity, release, compromise, settlement, extension, or renewal
of accounts, documents, instruments, chattel paper, and guarantees held by Bank on which Borrower is liable.

9 NOTICES

All notices, consents, requests, approvals, demands, or other communication by any party o this Agreement
or any other Loan Document must be in writing and shall be deemed to have been validly served, given. or
delivered: (a) upon the carlier of actual receipt and three (3) Business Days after deposit in the U.S. mail, first class,
registered or certified mail retur receipt requested, with proper postage prepaid: (b) upon transmission, when sent
by electronic mail; (c) one (1) Business Day afier deposit with a reputable ovemight courier with all charges
prepaid; or (d) when delivered, if hand-delivered by messenger, all of which shall be addressed to the party to be
notified and sent 10 the address or email address indicated below; provided that, for clause (b), if such notice,
consent, request, approval, demand or other communication is not sent during the normal business hours of the
recipient, it shall be deemed to have been sent at the opening of business on the next Business Day of the recipient.
Bank or Borrower may change its mailing or clectronic mail address by giving the other party written notice thereof
in accordance with the terms of this Section 9.

If to Borrower: SI-Bone, Inc.
471 El Camino Real, Suite 101
Santa Clara, CA 95050
CEO;and
Anshul Maheshwari, CFO
Email: Ifrancis@si-bone.com; and
Anshul Maheshwari @si-bone.com

‘with a copy to (which shall not constitute notice):

Cooley LLP
55 Hudson Yards

New York, New York, 10001-2157
Attn: Patrick Flanagan

Email: pflanagan@cooley.com

1fto Bank: Silicon Valley Bank
505 Howard Street, Floor 3
San Francisco, CA 94105
Attn: Mark Davis
Email: mdavis@svb.com

with a copy to (which shall not constitute notice):

DLA Piper LLP (US)

401 B Street, Suite 1700

San Dicgo, California 92101

Attn: Matt Schwartz, Esq.

Email: mattschwartz@us dlapiper.com
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10.  CHOICE OF LAW, VENUE AND JURY TRIAL WAIVER; JUDICIAL REFERENCE

Except as otherwise expressly provided in any of the Loan Documents, California law governs the Loan
Documents without regard to principles of conflicts of law that would require the application of the laws of another
jurisdiction. Borrower and Bank each irrevocably and unconditionally submit to the exclusive jurisdiction of the
State and Federal courts in Santa Clara County, California; provided, however, that nothing in this Agreement shall
be deemed to operate 1o preclude Bank from bringing suit or taking other legal action in any other jurisdiction with
respect to the Loan Documents or to realize on the Collateral or any other security for the Obligations, or to enforce
a judgment or other court order in favor of Bank. Borrower expressly. irrevocably and unconditionally subits and
consents in advance to such jurisdiction in any action or suit commenced in any such court, and Borrower hereby
irrevocably and unconditionally waives, to the fullest extent permitted by Applicable Law, any objection that it may
have based upon lack of personal jurisdiction, improper venue, or forum non conveniens and hereby irrevocably and
unconditionally consents to the granting of such legal or equitable relief as is deemed appropriate by such court
Borrower hereby waives personal service of the summons, complaints, and other process issued in such action or suit
and agrees that service of such summaons, complaints, and other process may be made by registered or certified m:
addressed to Borrower at the address set forth in, or subsequently provided by Borrower in accordance with, Section
9 of this Agreement and that service so made shall be deemed completed upon the earlier to occur of Borrower's
actual receipt thereof or three (3) days after deposit in the U.S. mails, proper postage prepaid.

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, BORROWER AND BANK
EACH WAIVES ITS RIGHT TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION ARISING
OUT OF OR BASED UPON THIS AGREEMENT, THE LOAN DOCUMENTS OR ANY
CONTEMPLATED TRANSACTION UNDER THIS AGREEMENT, INCLUDING CONTRACT, TORT,
BREACH OF DUTY AND ALL OTHER CLAIMS. THIS WAIVER IS A MATERIAL INDUCEMENT FOR
THE PARTIES HERETO TO ENTER INTO THIS AGREEMENT. EACH PARTY HERETO HAS
REVIEWED THIS WAIVER WITH ITS COUNSEL.

WITHOUT INTENDING IN ANY WAY TO LIMIT THE PARTIES" AGREEMENT TO WAIVE THEIR
RESPECTIVE RIGHT TO A TRIAL BY JURY, if the above waiver of the right o a trial by jury is not enforceable,
the parties hereto agree that any and all disputes or controversies of any nature between them arising at any time
shall be decided by a reference to a private judge, mutually selected by the parties (or, if they cannot agree, by the
Presiding Judge of the Santa Clara County, California Superior Court) appointed in accordance with California Code
of Civil Procedure Section 638 (or pursuant to comparable provisions of federal law if the dispute falls within the
exclusive jurisdiction of the federal courts), sitting without a jury, in Santa Clara County, California; and the parties
hereby submit to the jurisdiction of such court. The reference proceedings shall be conducted pursuant to and in
accordance with the provisions of California Code of Civil Procedure Sections 638 through 645.1, inclusive. The
private judge shall have the power, among others, to grant provisional relief, including without limitation, entering
temporary restraining orders, issuing preliminary and permanent injunctions and appointing receivers. All such
proceedings shall be closed to the public and confidential and all records relating thereto shall be permanently
sealed. If during the course of any dispute, a party desires to scek provisional relief, but a judge has not been
appointed at that point pursuant to the judicial reference procedures, then such party may apply to the Santa Clara
County, California Superior Court for such relief. The proceeding before the private judge shall be conducted in the
same manner as it would be before a court under the rules of evidence applicable to judicial proceedings. The
parties shall be enitled to discovery which shall be conducted in the same manner as it would be before a court
under the rules of discovery applicable to judicial proceedings. The private judge shall oversee discovery and may
enforce all discovery rules and orders applicable to judicial proceedings in the same manner as a trial court judge.
‘The parties agree that the selected or appointed private judge shall have the power to decide all issues in the action
or proceeding, whether of fact or of law, and shall report a statement of decision thereon pursuant to California Code
of Civil Procedure Section 644(a). Nothing in this paragraph shall limit the right of any party at any time (o exe
self-help remedies, foreclose against collateral, or obtain provisional remedies. The private judge shall also
determine all issues relating to the applicability. interpretation, and enforceability of this paragraph.
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guidance, Many minor modificatons today are accomplished by a “leter t fle” in which the manufacturer documents the rationale for the change and why a new S10(K)is no required. However,
the FDA may review such lttrs o fie o evaluate the regulatory sttus of the modifie product at any time and may require the manufacturer (0 cease marketing and recll the modified device unil
510(K) clearance is obtained. The manufacturer may also b subject o significant egulatory fines o penalics.

Requlation of Human Cell and Tissue Based Products

Our iFuse Bone products are derived from human tssue (demineralized bone tssue). The FDA has specifc regulations governing human cels, ssues, and celular and tssue-based products
(HCT/Ps"). HCT/Ps regolated by the FDA under the autharity of section 361 of the Public Health Service Act must be not more than minimally manipulated and be for homologous use. They are
subject 0 requirements relatng 10 registerng facilies and lstng products with the FDA, screening and testng for tssue donor eligbiliy, Good Tissue Practce when processing, storing, labeling.
and distibuting HCT/Ps, inluding requred labelng information, trngent record keeping and adverse event eporting. Our bone tssue products are regulated as 361 HCT/Ps.

“The ANTB has issued operating standards for tissue banking. Accreditaton is voluntary, but compliance with these standrds is @ requirement to become an AATB-accredited tissue
establshment. I addition, some sttes have their own tssue banking regulations. We are licensed or have permits fo issue banking in Californa, Florida, New York, Maryland, and other states hat
requite specifc icensing o registration.

Procurement of certain human organs and issue for ransplantaton issubject 10 the estictons of the National Organ Transplant Act (NOTA), which prohibis the transfer of certain human
organs, including bone tissue for valuable consideration, but permits reasonable payments assoclated with removal, transportaion, lmplantaion, procesiag, preservation, qualty control and sorage.

Clinical Trials

Clinical trias are generally tequired to support a PMA applicaton and are sometimes required for 510(k) clearance. Such rals for Implaned devices such as Fuse generally require an
investigational device exemption application (‘IDE”), approvee in advance by the FDA for  specified number o subjects and sudy s, unless the produc i deemed a nonsignificant risk device:
elgible for more abbreviate IDE requiremens. Clinical tias are subject (o extensive monitoring, recordkeeping and reporting requirements. Clinicl rials must be conducted under he oversight of
an instiutional review board (“IRB"), and the relevant clinical ia sites and must comply with FDA regulatons,including but not limited (0 those elating 1o good clinical practces. To conduct a
linical tial, we also are required to obiain the subjects” informed consent in form and substance that complies with both FDA requirements and stae and federal privacy and human subject
protection regulations. We, the FDA, or the IR, could suspend aclinical ial atany time for various reasons,including a belif thatthe risks t stuy sublects outweigh the anicipated benefits. Even
i a ralis complete, th resuls of clinical testng may not adequately demansiate the safety and effectiveness of the deice or may otherwise not be sufficient o obtain FDA clearance or approval
o market the product in the Urited State. Similarly, in Europe the clinical sudy must be approved by a loca ethics commitee and in some cases, including stdis with high risk devices, by the
minisey of healthin the applicable counry.

‘Pervasive and Continuing Regulation
Aftera devic i placed on the market, numerous regulatry requirements continue (0 appl. These include:

« Productlisting and establishment egisration, which help facltate FDA inspecions and other reglatory action;

* QSR which requires manufacturers, including thid-party manufacturers, 0 folow suingent design, tesing, control, documentation, and other qually assurance procedures during all
aspectsof the manufacturing process;

« labeling regulatons and FDA prokibitions againt the promorion of products fo uncleared, unapproved or off-label use or indicatons;
+ clearance of product modifications that could sigoificantly affect safety o effectiveness o tha would constiute a major change in ntended use of one of our cleared devices;
+ approval of product modification tht affect th safe or effectveness of one of our approved devices;

« medica device reporing regulations, which requie that manufacturers comply with FDA requirements 1o report if ther device may have cause or contributed t0a deat or serious injury,
or has malfunctoned in a way that would ikely cause ar contribute o a death or erious injury Ifthe malfunction of the device o a similar device were 0 recur;

+ post-approval resrictons or conditons, ncluding postapproval study commitmens;
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“This Section 10 shall survive the termination of this Agreement and the repayment of all Obligations.

1. GENERAL PROVISION

111 Termination Prior to Revolving Line Maturity Date or Term Loan Maturity Date; Survival.
Al covenants, representations and warranties made in this Agreement shall continue in full force until this
Agreement has terminated pursuan 10 ts terms and all Obligations (other than inchoate indemnity obligations) have
been satisfied. So long as Borrower has satisfied the Obligations (other than inchoate indemnity obligations, and any
other obligations which, by their terms, are to survive the termination of this Agreement and the repayment of all
Obligations, and any Obligations under Bank Services Agrcements that arc cash collateralized in accordance with
Section 3.1 of this Agreement), this Agreement may be terminated prior to the Revolving Line Maturity Date and the
‘Term Loan Maturity Date by Borrower, effective three (3) Business Days afier written notice of termination
to Bank. Those obligations that are expressly specified in this Agreement as surviving this Agreement’s termination
and the repayment of all Obligations shall continue to survive notwithstanding this Agreement’s termination and the
repayment of all Obligations.

112 Suceessors and Assigns. This Agreement binds and is for the benefit of the successors and
permitted assigns of each party. Borrower may not assign o transfer this Agreement or any rights or obligations
under it without Bank’s prior written consent (which may be granted or withheld in Bank’s sole discretion) and any
other attempted assignment or transfer by Borrower shall be null and void. Bank has the right, without the consent
of or notice to Borrower, to sell, transfer, assign, negotiate, or grant participation in all or any part of, or any interest
in, Bank’s obligations, rights, and benefits under this Agreement and the other Loan Documents. Notwithstan
the foregoing, o anything 1o the contrary herein, so long as no Event of Default shall have occurred and is
continuing, Bank shall not assign s interest in the Loan Documents to any Person who is (a) a competitor of
Borrower, whether as an operating company or direct or indireet parent with voting control over such operating
company, or (b) a vulture fund or distressed debt fund.

113 Indemnification.

@  General Indemnification. Borrower shall indemnify, defend and hold Bank and its
Affiliates and the partners, directors, officers, employees, agents, trustees, administrators, managers, advisors and
representatives of Bank and its Affiliates (cach, an “Indemnified Person™) harmless against: all losses, claims,
damages, liabilities and related expenses (including Bank Expenses and the reasonable fees, charges and
disbursements of any counsel for any Indemnified Person) (collectively, “Claims”) arising out of, in connection
with, or as a result of (i) the execution or delivery of this Agreement, any other Loan Document or any agreement or
instrument contemplated hereby or thereby, the performance by the parties hereto of their respective obligations
hereunder or thereunder or the consummation of the transactions contemplated hereby or thereby, (i) any Credit
Extension or the use or proposed use of the proceeds therefrom, (iii) any actual or alleged presence or relcase of
hazardous materials on or from any property owned or operated by Borrower or any of its Subsidiaries, or any
environmental liability related in any way to Borrower or any of ts Subsidiaries, or (iv) any actual or prospective
claim, litigation, investigation or proceeding relating to any of the foregoing, whether based on contract, tort or any
ather theory, whether brought by a third party or by Borrower, and regardless of whether any Indemnified Person is
a party thereto; provided that such indemnity shall not, as to any Indemnified Person, be available to the extent that
such losses, claims, damages, liabilities or related expenses are determined by a court of competent jurisdiction by
final and nonappealable judgment to have resulted from the gross negligence or willful misconduct of such
Indemnified Person. All amounts due under this Section 11.3 shall be payable promptly after demand therefor.

(b) Waiver of Consequential Damages, Etc. To the fullest extent permitted by Applicable
Law, Borrower shall not assert, and hereby waives, any claim against any Indemnified Person, on any theory of
liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) or any loss
of profits arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any
agreement o instrument contemplated hereby, the transactions contemplated hereby or thereby, any Credit
Extension, or the use of the proceeds thercof. No Indemnified Person shall be liable for any damages arising from
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the use by unintended recipients of any information or other materials distributed by it through telecommunications,
electronic or other information transmission systems in_ connection with this Agreement or the other Loan
Documents or the transactions contemplated hereby or thereby.

This Section 11.3 shall survive the termination of this Agreement and the repayment of all Obligations until
allstatutes of limitation with respet to the Claims, losses, and expenses for which indemity is given shall have run.

114 Time of Essence. Time is of the essence for the performance of all Obligations in this Agreement.

n of

115 Severability of Provisions. Each provisi
provision in determining the enforceability of any provision.

Agreement is severable from every other

116 Amendments in Writing; Waiver: Integration. No purported amendment or modification of
any Loan Document, or waiver, discharge or termination of any obligation under any Loan Document, shall be
effective unless, and only to the extent, expressly set forth in a writing signed by each party hereto. Without limiting
the generality of the foregoing, no oral promise o statement, nor any action, inaction, delay, failure to require
performance or course of conduct shall operate as, or evidence, an amendment, supplement or waiver or have any
other effect on any Loan Document. Any waiver granted shall be limited to the specific circumstance expressly
described in it, and shall not apply to any subsequent or other circumstance, whether similar or dissimilar, or give
rise to, or evidence, any obligation or commitment to grant any further waiver. The Loan Documents represent the
entire agreement about this subject matter and supersede prior negotiations or agreements. All prior agreements,
understandings, representations, warranties, and negotiations between the parties about the subject matter of the
Loan Documents merge into the Loan Documents.

117 Counterparts. This Agreement may be executed in any number of counterparts and by different
parties on separate counterparts, each of which, when exccuted and delivered, is an original, and all taken together,
constitute one Agreement. Delivery of an executed signature page of this Agreement by electronic mail transmission
shall be effective as delivery of a manually executed counterpart hereof.

118 Confidentiality. Bank agrees to maintain the confidentiality of Information (as defined below),
except that Information may be disclosed (a) to Bank’s Subsidiaries and Affilates and their respective employees,
directors, agents, atiomeys, accountants and other professional advisors (collectively, “Representatives” and,
together with Bank, collectively, “Bank Entities”), provided that such Bank Entities are subject to the same
confidentiality provisions herein; (b) to prospective transferces, assignees, credit providers or purchasers of Bank’s
interests under or in connection with this Agreement and their Representatives (provided, however, Bank shall use
obtain any such prospective transferee’s, assignee’s, credit provider's, purchaser’s or their Representatives’
agreement to the terms of this provision or substantially similar terms); (c) as required by law, regulation, subpoena,
or other order; (d) to Bank’s regulators or as otherwise required or requested in connection with Bank’s examination
or audit; (¢) in connection with the exercise of remedies under the Loan Documents or any action or proceeding
relating to this Agreement or any other Loan Document or the enforcement of rights hereunder or thereunder: and (f)
1o third-party service providers of Bank so long as such service providers have executed a confidentialty agreement
with Bank with terms no less restrictive than those contained herein. “Information™ means all information received
from Borrower and its agents regarding Borrower o its business, in cach case other than information that i either:
(i) in the public domain or in Bank’s possession when disclosed to Bank, or becomes part of the public domain
(other than as a result of its disclosure by Bank in violation of this Agreement) after disclosure to Bar i
disclosed to Bank by a third party, if Bank does not know that the third party is prohibited from disclosing the
information.

119 Electronic Execution of Documents. The words “execution,” “signed,” “signature” and words of
like import in any Loan Document shall be deemed to include electronic signatures, or the keeping of records in
electronic form, cach of which shall be of the same legal effect, validity and enforceability as a manually executed
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signature or the use of a paper-based recordkeeping systems, as the case may be, o the extent and as provided for in
any Applicable Law, including, without limitation, any state law based on the Uniform Electronic Transactions Act.

1110 Right of Setoff. Borrower hereby grants to Bank a Lien and a right of setoff as security for all
Obligations to Bank, whether now existing or hereafier arising upon and against all deposits, credits, collateral and
property. now or hereater i the possession, custody. safekeeping or control of Bank or any entity under the control
of Bank (including a subsidiary of Bank) or in transit to any of them, and other obligations owing to Bank or any
such entity. At any time afler the occurrence and during the continuance of an Event of Default, without demand or
notice, Bank may setoff the same or any part thereof and apply the same to any liability or Obligation of Borrower
even though unmatured and regardess of the adequacy of any other collateral sccuring the Obligations. ANY AND
ALL RIGHTS TO REQUIRE BANK TO EXERCISE ITS RIGHTS OR REMEDIES WITH RESPECT TO ANY
OTHER COLLATERAL WHICH SECURES THE OBLIGATIONS, PRIOR TO EXERCISING ITS RIGHT OF
SETOFF WITH RESPECT TO SUCH DEPOSITS, CREDITS OR OTHER PROPERTY OF BORROWER, ARE
HEREBY KNOWINGLY, VOLUNTARILY AND IRREVOCABLY WAIVED.

1111 Captions and Section References. The headings used in this Agreement are for convenience
only and shall not affect the interpretation of this Agreement, Unless indicated otherwise, section references herein
are to sections of this Agreement.

1112 Construction of Agreement. The parties hercto mutually acknowledge that they and their
attomeys have participated in the preparation and negotiation of this Agreement. In cases of uncertainty this
Agreement shall be construed without regard to which of the parties caused the uncertainty to exist.

1113 Relationship. The relationship of the parties to this Agreement is determined solely by the
provisions of this Agreement. The parties do not intend o create any agency, partnership. joint venture, trust,
fiduciary or other relationship with duties or incidents different from those of parties to an arm’s-length contract,

1114 Third Parties. Nothing in this Agreement, whether express or implied, is intended to: (a) confer
any benefits, rights or remedies under or by reason of this Agreement on any Persons other than the express parties
o it and their respective permitted successors and assigns; (b) relieve or discharge the obligation or liability of any
Person not an express party to this Agreement; or (c) give any Person not an express party to this Agreement any
right of subrogation or action against any party to this Agreement.

1115 Anti-Terrorism Law. Bank hereby notifies Borrower that, pursuant to the requirements of
Anti-Terrorism Law, Bank may be required to obtain, verify and record information that identifies Borrower, which
information may include the name and address of Borrower and other information that will allow Bank to identify
Borrower in accordance with Anti-Terrorism Law. Borrower hereby agrees to take any action necessary to enable
Bank to comply with the requirements of Anti-Terrorism Law.

1. ACCOUNTING TERMS AND OTHER DEF}

ITIONS

121 Accounting and Other Terms.

Accounting terms not defined in this Agreement shall be construed following GAAP,
ce with FAS 123R with respect to monthly financial statements. Calculations and
determinations must be made following GAAP (except for (a) non-compliance with FAS 123R with respect to
monthly financial statement), provided that if at any time any change in GAAP would affect the computation of any
financial ratio or requirement set forth in any Loan Document, and either Borrower or Bank shall so request,
Borrower and Bank shall negotiate in good faith to amend such ratio or requirement to preserve the original intent
thereof in light of such change in GAAP; provided, further, that, until so amended. (i) such ratio or requirement shall
continue to be computed in accordance with GAAP prior to such change thercin and (ii) Borrower shall provide
Bank financial statements and other documents required under this Agreement or as reasonably requested hereunder
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setting forth a reconciliation between calculations of such ratio or requirement made before and after giving effect to
such change in GAAP.

() Asused in the Loan Documents: (i) the words “shall” o
“may” s permissive, the word “or” s not exclusive, the words “includes” and “including” are not limiting, the
singular includes the plural, and numbers denoting amounts that are set off in brackets are negative: (i) the term
“continuing” in the context of an Event of Default means that the Event of Default has not been remedied (if capable
of being remedied) or waived: and (iii) whenever a representation or warranty is made to Borrower's knowledge or
awareness, o the “best of” Borrower's knowledge, or with a similar qualification, knowledge or awareness means
the actual knowledge, after reasonable investigation, of any Responsible Officer.

“will" are mandatory, the word

122 Definitions. Capitalized terms not otherwise defined in this Agreement shall have the meanings
set forth in this Section 12.2. All other terms contained in this Agreemen, unless otherwise indicated, shall have the
meaning provided by the Code to the extent such terms are defined therein. As used in this Agreement, the
following capitalized terms have the following meanings:

““Account” is, as to any Person, any “account” of such Person as “account” is defined in the Code with such
additions to such term as may hereafter be made, and includes, without limitation, all accounts receivable and other
sums owing to such Person.

“Account Debtor” is any “account debtor” as defined in the Code with such additions to such term as may
hereafter be made.

“Adjusted EBITDA" shall mean, for Borrower and its Subsidiaries, with respect to any period, the sum of
() Net Income, pius (b) to the extent deducted or added to_the calculation of Net Income, (i) Interest income,
nterest Expenses, (ii) depreciation expense and amortization expense, (jii) income tax expense, (iv) non-cash stock
compensation, and (v) any other one-time restructuring or non-cash charges.

current portion of
(a) asan “Administrator” in the “SVB Online Services” form completed by Borrower with

the authority to determine who will be authorized to use SVB Online Services (as defined in Bank's Online
Banking Agreement as in cffect from time to time) on behalf of Borrower; and

() as an Authorized Signer of Borrower in an approval by the Board,

“Advanee” or “Advances” means 4 revolving credit loan (or revolving credit loans) under the Revolving

“Affiliate” is, with respect to any Person, each other Person that owns or controls directly or indireetly the
Person, any Person that controls or is controlled by or is under common control with the Person, and each of that
Person’s senior executive officers, directors, partners and, for any Person that is a limited liability company, that
Person’s managers and members.

“Agreement” is defined in the preamble hereof.

“Anti-Terrorism Law" means any law relating to terrorism or money-laundering, including Executive
Order No. 13224 and the USA Patriot Act.
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“Applicable Law” means all applicable provisions of constitutions, laws, statutes, ordinances, rules,
treaties, regulations, permits, licenses, approvals, interpretations and orders of courts or Govermental Authorities
and all orders and decrees of all courts and arbitrators.

“Authorized Signer” means any individual listed in Borrower’s Borrowing Resolution who is authorized
10 execute the Loan Documents, including making (and exccuting if applicable) any Credit Extension request, on
behalf of Borrower.

‘Availability Amount” s the lesser of (a) the Revolving Line or (b) the Borrowing Base, minus the sum of
all outstanding principal amounts of any Advances.

“Bank" s defined in the preamble hereof.
“Bank Entities" is defined in Section 1.5,

“Bank Expenses” are all reasonable audit fees, costs and reasonable expenses (including reasonable,
out-of-pocket and documented attorneys’ fees and expenses) for preparing, amending, negotiating, administering,
defending and enforcing the Loan Documents (including, without limitation, those incurred in connection with
appeals or Insolvency Proceedings) or otherwise incurred with respect to Borrower or any Guarantor.

“Bank Services” are any products, credit services. and/or financial accommodations previously, now, or
hereafier provided to Borrower or any of its Subsidiaries by Bank or any Bank Affiliate, including, without
limitation, any letters of credit, cash management services (including, without limitation, merchant services, direct
deposit of payroll, business credit cards, and check cashing services), intercst rate swap arrangements, and forcign
exchange services as any such products or services may be identified in Bank's various agreements related thereto
(cach, a “Bank Services Agreement”).

“Bank Services Agreement” s defined in the definition of Bank Services
“Board” is Borrower's board of directors or equivalent governing body.
“Borrower” is set forth on Schedule I hereto.

“Borrower’s Books” are all Borrower's books and records including ledgers, federal and state tax returns,
records regarding Borrowers assets or liabilities, the Collateral, business operations or financial condition, and all
computer programs or storage or any equipment containing such information.

“Borrowing Base” is ci nt (80%) of Eligible Accounts, as determined by Bank from Borrower's
most_recent Borrowing Base Statement; provided, however, that Bank has the right to_decrease the foregoiny
‘percentages in its commereially reasonable discretion to mitigate the impact of events, conditions. contingencies. or
risks which would reasonably be expected to adversely affect the Collateral or its value, following thirty (30) days

prior writien notice o Borrower.

“Borrowing Base Statement” is that certain statement of the value of certain Collateral in the form
specified by Bank to Borrower from time to

“Borrowing Resolutions” are, with respect to any Person, those resolutions adopted by such Person’s
board of directors (and. if required under the terms of such Person’s Operating Documents, stockholders) and
delivered by such Person to Bank approving the Loan Documents to which such Person is a party and the
transactions contemplated thereby, together with a certificate executed by its secretary on behalf of such Person
certifying (a) such Person has the authority to execute, deliver, and perform ts obligations under each of the Loan
Documents to which it is a party, (b) that set forth as a part of or attached as an exhibit to such certificate is a true,
correct, and complete copy of the applicable resolutions then in full force and cffect authorizing and ratifying the
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execution, delivery, and performance by such Person of the Loan Documents to which it s a party, (c) the name(s)
of the Person(s) authorized to execute the Loan Documents, including making (and executing if applicable) any
Credit Extension request, on behalf of such Person, together with a sample of the true signature(s) of such Person(s),
and (d) that Bank may conclusively rely on such certificate unless and until such Person shall have delivered to Bank
a further certificate canceling or amending such prior certificate.

“Business Day" is a day other than a Saturday, Sunday or other day on which commercial banks in the
State of California are authorized or required by law 10 close, except that if any determination of a “Business Day”
shall relate to an FX Contract, the term “Business Day” shall be a FX Business Day.

“Cash Equivalents” are (a) marketable direct obligations issued or unconditionally guaranteed by the
United States or any agency or any State thereof having maturities of not more than one (1) year from the date of
acquisition; (b) commercial paper maturing no more than one (1) year after its creation and having the highest rating
from either Standard & Poor’s Ratings Group or Moody’s Investors Service, Ine.; (¢) Bank'’s certificates of deposit
issued maturing no more than one (1) year afler issue; and (d) long-term securities having a rating minimum of
A-/A3 from either Standard & Poor’s Ratings Group or Moody's Investors Service, Inc.; and (¢) money market
funds at least ninety-five percent (95.0%) of the assets of which constitute Cash Equivalents of the kinds described
in clauses (a) through (ed) of this definition

“Change in Control” means (a) at any time, any “person’” or “group” (as such terms are used in Sections
13(d) and 14(d) of the Exchange Act), shall become, or obtain rights (whether by means of warrants, options or
otherwise) to become, the “beneficial owner” (as defined in Rules 13(d)-3 and 13(d)-S under the Exchange Act),
directly or indircctly, of forty-nine percent (49.0%) or more of the ordinary voting power for the election of
directors, partners, managers and members, as applicable. of Borrower (determined on a fully diluted basis) other
than by the sale of Borrower’s equity securities in a public offering or to venture capital or private equity investors
50 long as Borrower identifies to Bank the venture capital or private equity investors at least seven (7) Business
Days prior to the closing of the transaction and provides to Bank a deseription of the material terms of the
transaction; (b) during any period of twelve (12) consecutive months, a majority of the members of the Board of
Borrower cease to be composed of individuals (i) who were members of that board or equivalent governing body on
the first (15t) day of such period, (ii) whose election or nomination (o that board or equivalent governing body was
approved by individuals referred to in clause (i) above constituting at the time of such election or nomination at least
a majority of that board or equivalent governing body or (iii) whose election or nomination to that board or other
equivalent governing body was approved by individuals referred to in clauses (i) and (ii) above constituting at the
time of such lection or nomination at least a majority of that board or equivalent governing body: or (c) at any time,
Borrower shall cease to own and control, of record and beneficially, directly or indirectly, one hundred percent
(100.0%) of each class of outstanding stock, partnership, membership, or other ownership interest or other equity
securities of each Subsidiary of Borrower free and clear of all Liens (except Permitted Liens and except dissolutions
or transfers permitted pursuant to Sections 6.2 and 6.3 of this Agreement).

“Change in Law means the occurrence, after the Effective Date, of: (a) the adoption or taking effect of
any law, rule, regulation or treaty; (b) any change in Applicable Law or in the administration, interpretation,
implementation or application thereof by any Governmental Authority: o (c) the making or issuance of any request,
rule, guideline or directive (whether or not having the force of law) by any Governmental Authority: provided that
notwithstanding anything herein to the contrary, (i) the Dodd-Frank Wall Street Reform and Consumer Protection
Actand all requests, rules, guidelines or directives thereunder or issued in connection therewith and (ii) all requests,
rules, guidelines or directives promulgated by Bank for International Settlements, the Basel Committee on Banking
Supervision (or any successor or similar authority) or the United States or foreign regulatory authorities, in each case
pursuant to Basel I11, shall in each case be deemed to be a “Change in Law”, regardless of the date enacted, adopted
orissued.
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“Claims” is defined in Section 11.3.

*“Code” is the Uniform Commercial Code, as the same may, from time to time, be enacted and in effect in
the State of California; provided, that, to the extent that the Code is used to define any term herein or in any Loan
Document and such term is defined differently in different Articles or Divisions of the Code, the definition of such
term contained in Article or Division 9 shall govern; provided further, that in the event that, by reason of mandatory
provisions of law, any or all of the attachment, perfection, or priority of, or remedies with respect to, Bank's Lien on
any Collateral is governed by the Uniform Commercial Code in effect in a jurisdiction other than the State of
California, the term “Code” shall mean the Uniform Commercial Code as énacted and in effect in such other
jurisdiction solely for purposes of the provisions thereof relating to such attachment, perfoction, priority, or remedies
and for purposes of definitions relating to such provisions.

“Collateral” consists of all of Borrower's right, title and interest in and to the following personal property:

@ () all goods, Accounts (including health-care receivables), Equipment, Inventory,
contract rights or rights to payment of money, leases, license agreements, franchise agreements, General Intangibles
(except as provided below). commercial tort claims, documents, instruments (including any promissory notes),
chattel paper (whether tangible or electronic), cash, deposit accounts, certificates of deposit, fixtures, lettes of credit
rights (whether or not the letter of credit is evidenced by a writing), securities, securities accounts, securities
entitlements and all other investment property, supporting obligations, and financial assets, whether now owned or
hereafier acquired, wherever located: and (ii) all Borrower's Books relating to the foregoing. and any and all claims,
rights and interests in any of the above and all substitutions for, additions, attachments, accessories, accessions and
improvements to and replacements, products, proceeds and insurance proceeds of any or all of the foregoing.

(b) Notwithstanding the foregoing, the Collateral does not include any of the following (now
existing or hercafter arising. owned or created):

any Intellectual Property; provided, however, the Collateral shall include all
all proceeds of Intellectual Property. If a judicial authority (including a U.S.
Bankruptey Court) would hold that a security interest in the underlying Intellectual Property is
necessary to have a security interest in such Accounts and such property that are proceeds of
Intellectual Property. then the Collateral shall automatically, and effective as of the Effective Date,
include the Tntellectual Property to the extent necessary to permit perfection of Bank’s security
interest in such Accounts and such other property of Borrower that are proceeds of the Intellectual
Property; and

(i) any interest of Borrower as a lessee o sublessee under a real property lease or
an Equipment lease if Borrower is prohibited by the terms of such lease from granting a security
interest in such lease or under which such an assignment or Lien would cause a default to occur
under such lease (but only to the extent that such prohibition is enforceable under all applicable
laws including, without limitation, the Code); provided, however, that upon termination of such
prohibition, such interest shall immediately become Collateral without any action by Borrower or
Bank.

() Pursuant to the terms of a certain negative pledge arrangement with Bank, Borrower has
agreed not to encumber any of its Intellectual Property in contravention of the terms of such pledge agreement
without Bank’s prior written consent

“Collateral Account”is any Deposit Account, Securities Account, or Commodity Account.

“Commadity Account” is any “commodity account” as defined in the Code with such additions to such
term as may hereafier be made.
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“Compliance Statement” is that certain statement in the form attached hereto as Exhibit A.

“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net
income (however denominated) or that are franchise Taxes or branch profits Taxes.

“Contingent Obligation” is, for any Person, any direct or indirect libility of that Person for (a) any direct
or indirect guaranty by such Person of any indebtedness, lease, dividend, letter of credit, credit card or other
obligation of another, (b) any other obligation endorsed, co-made, discounted or sold with recourse by that Person,
or for which that Person is directly or indirectly liabl ¢) any obligations for undrawn letters of credit for the
account of that Person; and (d) all obligations from any interest rate, currency or commaodity swap agreement,
interest rate cap or collar agreement, or other agreement or arrangement designated to protect a Person against
fluctuation in interest rates, currency exchange rates or commodity prices; but “Contingent Obligation” does not
include endorsements in the ordinary course of business or any Permilted Call Spread Agreement(s). The amount of
a Contingent Obligation is the stated or determined amount of the primary obligation for which the Contingent
Obligation s made or, if not determinable. the maximun reasonably anticipated liability for it determined by the
Person in good faith; but the amount may not exceed the maximum of the obligations under any guarantee or other
support arrangement.

“Control Agreement” is any control agreement entered into among the depository institution at which
Borrower maintains a Deposit Account or the sccurites intermediary or commodity intermediary at which Borrower
maintains a Securities Account or a Commodity Account, Borrower, and Bank pursuant to which Bank obtains
control (within the meaning of the Code) over such Deposit Account, Securities Account, or Commodity Account,

“Copyrights” are any and all copyright rights, copyright applications, copyright registrations and like
protections in each work of authorship and derivative work thereof, whether published or unpublished and whether
or not the same also constitutes a trade seeret.

“Credit Extension” is any Advance, Overadvance, Letter of Credit, FX Contract, amount utilized for cash
management services, Term Loan Advance, or any other extension of credit under the Loan Documents by Bank for
Borrower’s benefit

“Curreney” is coined money and such other banknotes or other paper money as are authorized by law and
circulate as a medium of exchange.

Rile wie s of Lol ORlbone a Boteewes o Dok inder T Tech Gt Advasccs Tt MAGCS Wi
ane year and Revolving Advances that mature within one year),

“Default” means any event which with notice or passage of time or both, would constitute an Event of
Default.

“Default Rate” is defined in Section 1.2(c).

not yet recognized as revenue,

“Deposit Account” is any “deposit account” as defined in the Code with such additions to such term as
may hereafier be made.

“Designated Deposit Account” is the deposit account with account number xxx-xxxx-9905, established
by Borrower with Bank for purposes of receiving Credit Extensions.
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“Division” means, in reference to any Person which is an entity, the division of such Person into two (2) or
more separate Persons, with the dividing Person either continuing or terminating its existence as part of such
division, including, without limitation, as contemplated under Section 18-217 of the Delaware Limited Liability
Company Act for limited liability companies formed under Delaware law, Section 17-220 of the Delaware Revised
Uniform Limited Partnership Act for limited partnerships formed under Delaware law, or any analogous action taken
pursuant to any other Applicable Law with respeet to any corporation, limited liability company, partnership or other
entity.

“Dollar Equivalent” is, at any time, () with respect to any amount denominated in Dollars, such amount,
‘and (b) with respeet to any amount denominated in a Foreign Currency. the cquivalent amount therefor in Dollars as
determined by Bank at such time on the basis of the then-prevailing rate of exchange in San Francisco, Califoria,
for sales of the Foreign Currency for transfer to the country issuing such Foreign Currency.

“Dollars,” “dollars” or use of the sign “S” means only lawful money of the United States and not any other
currency, regardless of whether that currency uses the “$” sign to denote its currency or may be readily converted
into lawful money of the United States.

r— Net Income-phis-(b)-to-the-extent deducied in the-caleulation-of Net Tncome ()
compensation.
“Effective Date” is set forth on Schedule I hereto.

“Eligible Accounts” means Accounts owing to Borrower which arise in the ordinary course of Borrower’s
business that meet all Borrower’s representations and warrantics in Section 4.3, that have been, at the option of

Bank, confirmed in accordance with Section 5.4(1) of this Agreement, and are due and owing from Account Deblors

erteia ot forth below and 0 egtablish new criteria, following hirty (30) davs pior writen notie 1o Borover,
Unless Bank otherwise agrees in writing, Eligible Accounts shall not include;

(a) Accounts (i) for which the Account Debtor is Borrower’s Affiliate, officer, employee,
investor, or agent, or (ii) that are intercompany Accounts;

(b)  Accounts that the Account Debtor has not paid within ninety (90) days of invoice date
regardless of invoice payment period terms;

() Accounts with credit balances over ninety (90) days from invoice date, to the extent of
such eredit balances;

(d)  Accounts owing from an Account Debtor that exceed Two Hundred Fifty Thousand
Dollars ($250,000) if fi 1 (50,0%) or more of the Accounts owing from such Account Debtor have not been
paid within ninety (90) days of invoice date;

not i the United States, unless in the case of both (i) and (i) such Accounts are otherwise approved by Bank in

ves the Accounts relating to Device Technologies Belrose which
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‘accounts, accounts payable, customer deposits or credit accounts), but only o the extent of such Indebtedness or
obligations;

(1)) Accounts with or in respect of accruals for marketing allowances, incentive rebates, price
protection, cooperative advertising and other similar marketing credits, unless otherwise approved by Bank in
‘writing, but only 10 the extent of such credits;

o ek O R o i gt s
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+ postemarket survellance regulations, which apply when necessary to protect the public health o 0 provide addional saety and effectiveness data forthe device;

+ the FDAS recal authority, whereby it can ask, or under certain conditions order, device manufacturers o recall from the market a product that is n violation of governing laws and
regulations;

+ regulations pertaining to voluntary reclls;and
+ notices of corections of removls,
We have registered our facilty with the FDA as a medical device manufactrer. The FDA has broad post-market and regulatory enforcement powers. We are subject o announced and
‘nannounced inspections by the FDA o determine our compliance with the QSR and other regulations, and these nspections may include the manufactring facltes of some of our subcontracors.

Failure by us or by our suppliers to comply ith applcable regulatory requirements can result in enforcement action by the FDA or other regulatory authorites, which may resul in sanctions
incluing, bt not limited

+ unied letters, warning eters, fines, njunctons,consent decrees, and civil penalies
+ unanticipated expenditurs 0 addres or efend such actons

+ customer notifications fo repai,replocement, efunds;

« recall, deteniion or seizure of ur prociucts;

« operaing esuictions or parial suspension o total shutdown of production

+ refusing or delaying our requests for 510(K) clearance or PMA approval of new products o modi

+ operating restrictons;
+ wihdrawing S10(K) clearances o PMA approvals hat have already been granted;
+ refusl 0 grant export approva for ur produces; or
+ criminal prosecution.
‘Promotional Materals - “Off-Label” Promotion
Advertsing and promotion of medical device, in additon 1o being rgulated by the FDA, are also rogulted by the Federal Trade Commission and by state regulatory and enforcement
auhoriie. 1 the FDA determines tha our promotional materlal of training constitutes promoton of an unapproved us, it could request that we modify our raning of promotional materils or
Subject us o egultory or enforcement actions, includin the fssuance of an untided letr, a warning leter, njuncton, sizure, civl fin, or criminal penales. It s also possible that other fecera,
state, orforeign enforcement authorities might take action if they consider our promotional or raining materias to constitute promtian of an unapproved use, which could result i significant fines
or penalies under other statutory authoriie, such as laws prohbiting flse claims for eimbursemen. I that event, we could be subject o additonal sgrificant penalie, such as exclusion from
participation in federal healthcare programs, and our reputation could be damaged and adoption of the products would be impaired.
In addiion, under the federal Lanham Act and similar state laws, competitrs,and others ca intiateltigaton relating 0 advertsing claims
International Regulation of Our Products
Our research, development and clinical programs, s wel as our manufacturing and marketing operation, are subject o extensive regulation in other countris. For example, i the European
Economic Area (“EEA”) our devices are curtenly required o comply with the Medical Device Regulation (Regulations 2017/745) in the EU Member State, celand, Lichtenstein and Norway. The
‘Medical Device Regulation is, among ather things, intended t0 establish 2 uniform, ransparent, predictable and sustainable regulatory ramework across the EEA for medical devices and ensure a
high level of safety and healih while supportng innovation. The Medical Device Regulation, among othe things:

+ strengghens the ules on placing medical devices on the market and reinforce survellance once they are availabl;

+ establishes explicit provisions on manufacturers’ responsibiliie fo th follow-up of the quality, performance and safety of devices placed on the market;

it
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) Accounts arising from chargebacks, debit memos or other payment deductions taken by
an Account Debtor;

(W) Accounts arising from Lreturns r exchy times called “warranty” or
“RMA™ accounts);

T T P T e

) ounts owing an nt Debtor, wl tal obligations. v

counts, only for the amounts that exceed that percentage, unless Bank approves

in writing; and

() Accounts for which Bank in its sole discretion determines collection to_be doubiful,
including, without Timitation, accounts represented by “refreshed” or “recyeled” inyoices.

“Environmental Laws” means any Applicable Law (including any permits, concessions, grants, franchises,
licenses, agreements or governmental restrictions) relating to pollution or the protection of health, safety or the
environment or the release of any materials into the environment (including those related to hazardous materials, air
emissions, discharges to waste or public systems and health and safety matters).

“Equipment” is all “cquipment” as defined in the Code with such additions to such term as may hereafter
be made, and includes without limitation all machinery, fixtures, goods, vehicles (including motor vehicles and
trailers), and any interest in any of the foregoing.

“ERISA™ is the Employce Retirement Income Security Act of 1974, as amended, and its regulations.

“Event of Default” s defined in Section 7.
“Exchange Act” is the Securities Exchange Act of 1934, as amended.

“Excluded Taxes” means any of the following Taxes imposed on or with respect to Bank or required to be
withheld or deducted from a payment to Bank, (a) Taxes imposed on or measured by net income (however
denominated), franchise Taxes, and branch profits Taxes, in each case, (i) imposed as a result of Bank being
organized under the laws of, or having its principal office o its applicable lending office located in, the jurisdiction
imposing such Tax (or any political subdivision thereof) or (ii) that are Other Connection Taxes, (b) U.S. federal
withholding Taxes imposed on amounts payable to or for the account of Bank with respect to an applicable interest
in a Credit Extension pursuant to a law in effect on the date on which (i) Bank acquires such interest in the Credit
Extensions or (i) Bank changes its lending office, except in each case to the extent that, pursuant to Section 1.6,
amounts with respect to such Taxes were payable cither to Bank's assignor immediately before Bank became a party
hereto or to Bank immediately before it changed its lending office, (c) Taxcs attributable to Bank's failure to comply
with Section 1.6(c) and/or any reporting and delivery requirements, and (d) any withholding Taxes imposed under
FATCA.

“FATCA” means Sections 1471 through 1474 of the Intemal Revenue Code, as of the date of this
Agreement (or any amended or successor version that i substantively comparable and not materially more onerous
to comply with), any current or future regulations or official interpretations thereof, any agreements entered into
pursuant to Section 1471(b)1) of the Internal Revenue Code and any fiscal or regulatory legislation, rules or
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practices adopted pursuant to any intergovernmental agreement, treaty or convention among Govermental
Authorities and implementing such Sections of the Internal Revenue Code.

“Final Payment” is a payment (in addition to and not a substitution for the regular monthly payments of
principal plus accrued interest) due on the earliest to occur of (a) the Term Loan Maturity Date, (b) the repayment of
the Term Loan Advance in full, (¢) as required pursuant to Section 1.1(¢) or 1.1(d), or (d) the termination of this
Agreement, in an amount equal o the original aggregate principle amount of the Term Loan Advance extended by
Bank to Borrower multiplied by two percent (2.0%).

“Financial Covenant Measuring Period” is any period of time () commencing on ter to oceur of

i) the date on which the aggregate value of the Borrower's unrestricted and unencumbered (except for Licns in
favor of Bank) cash and Cash Equivalents held at and SVB's Affiliates falls below [***] Dollars, and (ii)
January 1, 2024 and (b) terminating on the date on which Borrower has achieved two (2) consecutive quarters of
Adjusted EBITDA greater than Dollars. After the termination of a Financial Covenant Measuring Period if
both (X) Borrower's Adjusted EBITDA is equal 1o or less than [***] Dollars any such fiscal quarter and (Y) the
‘aggregate value of the Borrower’s unrestricted and unencumbered (except for Liens in favor of Bank) cash and
Cash Equivalents held at SVB and SVB's Affiliates is less than [***] Dollars, then a new Financial Covenant
Measuring Period shall start and shall not terminate until Borrower again achieves Adjusted EBITDA Balance
‘greater than [***] Dollars for two (2) new consecutive quarters.

“Financial Statement Repository” is L43flc@svb.com or such other means of collecting information
approved and designated by Bank afier providing notice thereof to Borrower from time to time.

irst Amend,

fective

" means January 6, 2023,
“Foreign Currency” is the lawful money of a country other than the United States.

“Foreign Subsidiary” is a Subsidiary that s not an entity organized under the laws of the United States or
any territory thereof or the District of Columbia,

“Funding Date’ s any date on which a Credit Extension is made to or for the account of Borrower wi
shall be a Business Day.

“FX Business Day” is any day when (a) Bank's Foreign Exchange Department is conducting its normal
business and (b) the Foreign Currency being purchased or sold by Borrower is available to Bank from the entity
from which Bank shall buy o sell such Foreign Currency.

“FX Contract” is any foreign exchange contract by and between Borrower and Bank under which
Borrower commits to purchase from or sell to Bank a specific amount of Forcign Currency at a set price or on a
specified date.

“GAAP" is generally accepted accounting principles set forth in the opinions and pronouncements of the
Accounting Principles Board of the American Institute of Certified Public Accountants and statements and
pronouncements of the Financial Accounting Standards Board or in such other statements by such other Person as
may be approved by a significant segment of the accounting profession, which are applicable to the circumstances as
of the date of determination (except for with respect to unaudited financial statements for the absence of footnotes
and subject to year-end audit adjustments).

“General Intangibles” is all “general intangibles” as defined in the Code in effect on the date hereof with
such additions to such term as may hercafier be made, and includes without limitation, all Intellectual Property,
claims, income and other tax refunds, security and other deposits, payment intangibles, contract rights, options to
purchase or sell real or personal property, rights in all litigation presently or hereafter pending (whether in contract,
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tort or otherwise), insurance policies (including without limitation key man, property damage, and business
interruption insurance), payments of insurance and rights to payment of any kind.

“Good Faith Deposit” is defined in Section

“Governmental Approval” is any consent, authorization. approval, order, license, franchise, permit,
certificate, accreditation, registration, filing or notice, of, issued by, from or to, or other act by or in respect of, any
Governmental Authority.

“Governmental Authority” is any nation or govemment, any state or other political subdivision thereof,
any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative functions of or pertaining to govemnment, any securities
exchange and any self-regulatory organization.

“Guarantor™ is any Person providing a Guaranty in favor of Bank with respect to the Obligations.

“Guaranty" is any guarantee of all or any part of the Obligations, as the same may from time to time be
amended, restated, modified or otherwise supplemented.

“Indebtedness” is (a) indebtedness for borrowed money or the deferred price of property or services, such
as reimbursement and other obligations for surety bonds and letters of credit, (b) obligations evidenced by notes,
bonds, debentures or similar instruments, (c) capital lease obligations, (d) Contingent Obligations and (¢) other
short- and long-term obligations under debt agreements, lines of credit and extensions of credit, provided, however,
thatin no event shall obligations under any Permitted Call Spread Agrecment constitute Indebtedness.

“Indemnified Person™ is defined in Section 11.3.

“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any
payment made by or on account of any obligation of Borrower under any Loan Document and (b) to the extent not
otherwise deseribed in clause (a), Other Tax

“Information” is defined in Section 11.8.

I Audit” is Bank's inspection of Borrower’s Accounts, the Collateral, and Borrower's Books, with
results satisfactory to Bank in its sole discretion,

“Insolvency Proceeding” is any proceeding by or against any Person under the United States Bankruptcy
Code, or any other bankruptcy or insolvency law, including assignments for the benefit of creditors, compositions,
extensions generally with its creditors, or proceedings seeking reorganization, arrangement, receivership or other
relief.

“Intellectual Property” means, with respect to any Person, all of such Person’s right, title, and interest in
and to the following, whether now owned or hereafter acquired or created:

(a)  its Copyrights, Trademarks and Patents;

(b)  anyandall trade secrets and trade secret rights, including, without imitation, any rights to
unpatented inventions, know-how and operating manuals;

() licenses any and all source code;
(@ anyandall design rights which may be available to such Person;
41
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() anyandall claims for damages by way of past, present and future infringement of any of
the foregoing, with the right, but not the obligation, to sue for and collect such damages for said use or infringement
of the Intellectual Property rights identified above; and

() all amendments, renewals and extensions of any of the Copyrights, Trademarks or
Patents.

“Interest Expense” means for any fiscal period, interest expense (whether cash or non-cash) determined in
ce with GAAP for lhc relevant period ending on such date, including, it Inany cvent, interest expense with

et ol SO Tk e Tl e o S e v R e
similar arrangements, and the interest portion of any deferred payment obligation (including leases of all types),

“Internal Revenue Code™ means the U.S. Internal Revenue Code of 1986, and the rules and regulations
‘promulgated thereunder, each as amended or modified from time to time.

“Inventory” is all “inventory” as defined in the Code in effect on the date hereof with such additions to
such term as may hereafter be made, and includes without limitation all merchandise, raw materials, parts, supplies,
packing and shipping materials, work in process and finished products, including without limitation such inventory
as is temporarily out of Borrower’s custody or possession or in transit and including any retumed goods and any
documents of ttle representing any of the above.

“Investment” is any beneficial ownership interest in any Person (ineluding stock, partnership, membership,
or other ownership interest or other equity sccuritics), and any loan, advance or capital contribution to any Person.

“Key Person” is each of Borrower's (i) Chief Executive Officer, and (ii) Chief Financial Officer, as of the
Effective Date,

“Letter of Credit” is a standby or commercial letter of eredit issued by Bank upon request of Borrower
based upon an application, guarantee, indemnity, or similar agreement

“Lien is a claim, mortgage, deed of trust, levy, attachment charge, pledge, hypothecation, security interest
or other encumbrance of any kind, whether voluntarily incurred or arising by operation of law or otherwise against
any property.

“Loan Documents” are, collectively. this Agreement and any schedules, exhibits, certificates, notices, and
any other documents related to this Agreement, the Perfection Certificate, the Control Agreement, any Bank Services
Agreement, any subordination agreement, any note, or nofes or guaranties executed by Borrower or any Guarantor,
landlord waivers and consents, bailee waivers and consents, and any other present or future agreement by Borrower
and/or any Guarantor with or for the benefit of Bank in connection with this Agreement or Bank Services, all as
amended, restated, or otherwise modified in accordance with the terms thereof.

“Material Adverse Change is (4) a material impairment in the perfection or priority of Bank’s Lien in the
Collateral o in the value of such Collateral; (b) a material adverse change in the business, operations, or condition
(financial or otherwise) of Borrower; or (¢) a material impairment of the prospeet of repayment of any portion of the
Obligations when such Obligations are due.

“Net Income” means, as calculated on a consolidated basis for Borrower and its Subsidiaries for any
period as at any date of determination, the net profit (or loss), after provision for taxes, of Borrower and its
Subsidiaries for such period taken as a single accounting period.
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“Obligations™ are Borrower’s obligations to pay when due any debts, principal, interest, fees, Bank
Expenses, the Termination Fee (if applicable), the Revolving Line Commitment Fee, the Prepayment Fec (if
applicable), the Final Payment, and other amounts Borrower owes Bank now or later, whether under this Agreement,
or the other Loan Documents, or otherwise, including, without limitation, all obligations relating to Bank Services
and interest accruing afier Insolvency Proceedings begin and debts, liabilities, or obligations of Borrower assigned

to Bank, and to perform Borrower’s duties under the Loan Documents (but in all cases excl
of Bank and/or its Affiliates in Borrower).

2 any equity interests

“OFAC” is the Office of Foreign Assets Control of the United States Department of the Treasury and any
successor thereto.

“Operating Documents™ are, for any Person, such Person’s formation documents, as certified by the
Secretary of State (or equivalent agency) of such Person’s jurisdiction of organization on a date that is no earlier
than thirty (30) days prior to the First Amendment Effective Date, and, (a) if such Person is a corporation,its bylaws
in current form, (b) if such Person is a limited liability company, its limited liability company agreement (or similar
agreement), and (c) if such Person is a partnership or limited partnership, its partnership agreement or limited
partnership agreement (or similar agreement), cach of the foregoing with all current amendments or modifications
thereto.

“Other Connection Taxes” means, with respect to Bank, Taxes imposed as a result of a present or former
connection between Bank and the jurisdiction imposing such Tax (other than connections arising from Bank having
exceuted, delivered. become a party to, performed its obligations under, received payments under, received or
perfected a security interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or
sold or assigned an interest in any Credit Extension or Loan Document).

“Other Taxes™ means all present or future stamp, court, documentary, intangible, recording, filing or
similar Taxes that arise from any payment made under, from the execution, delivery, performance, enforcement or
registration of, from the receipt or perfection of a security interest under, or otherwise with respect to, any Loan
Document, except any such Taxes that are Other Conneetion Taxes imposed with respect to an assignment.

“Patents” means all patents, patent applications and like protections including without limitation
improvements, divisions, continuations, renewals, reissues, extensions and continuations-in-part of the same.

“Payment/Advance Form™ is that certain form in the form attached hereto as Exhibit B.
“Payment Date” is set forth on Schedule | hereto.

“Perfection Certificate” is the updated Perfection Certificate delivered by Borrower on or around the First
Amendment Effective Date in connection with this Agreement.

“Permitted Acquisition” or “Permitted Acquisitions™ means an acquisition by Borrower or any
Subsidiary of any Intellectual Property or all or substantially all o the assets of, all of the ownership interests in, or a
business line, product line (including rights in respect of any medical device) or unit or division of another Person
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(including any foreign corporations) for cash consideration (including any purchase price adjustments, indemnity
payments and eam-out obligations in connection therewith) up to Ten Million Dollars ($10,000,000) in any fiscal
year (or such greater amount as may be agreed with the prior written consent of Bank); provided that, with respect to
cach such acquisition, each of the following conditions shall have been satisfied (or waived by Bank, acting in its
‘good-faith businesscommercially reasonable discretion):

(1) o Event of Default shall have occurred and be continuing or would result from the
consummation of the proposed acquisition and Bank has received evidence that Borrower is in compliance with all
terms and conditions of this Agreement on a pro forma basis after giving effect to such acquisition,

(b)  such acquired Person or assets shall be in a similar line of business as is conducted by
Borrower as of the Effective Date (or a line of business reasonably related thereto),

(¢)  suchacquisition shall not cause the focus or locations of Borrower’s and its Subsidiaries
operations (when taken as a whole) to be located outside of the United States,

(@ suchacquisition shall not constitute a hostile acquisition,

() any Person acquired as a result of such acquisition shall become a secured Guarantor (or
co-borrower) subject to the terms herein, within fificen (15) Business Days of the consummation of such acquisition,

() in connection with such acquisition, neither Borrower nor any of its subsidiaries
(including for this purpose, the target of the acquisition) shall acquire or be subject to any Indebtedness or Liens that
are not otherwise permitted hereunder;

() Borrower shall provide Bank with written notice of the proposed acquisition at least five
(5) Business Days prior to the anticipated signing, commitment, or closing date of the proposed acquisition,
whichever oceurs first;

() Borrower shall provide to the Bank not later than five (5) Business Days afler the
exceution thereof, a copy of the exccuted purchase agreement or similar agreement with respect to any such
acquisition;

such acquisition has been approved by the board of directors (or other equivalent legally
goveming body) of the Person to be acquired,

() the entity or assets to be acquired in such acquisition shall not be subject to any Lien
other (x) the first priority Liens granted in favor of Bank and (y) Permitted Liens;

() all transactions related to such acqui
in accordance with applicable law; and

jon shall be consummated in all material respects

() Borrower shall provide to the Bank as soon as available but in any event not later than
five (5) Business Days afler the execution thereof, a copy of the executed purchase agreement or similar agreement
with respect to any such acquisition.

Borrower shall provide to the Bank as soon as available but in any event not later than five (5) Business
Days afier the execution thereof 2 certificate of a Responsible Officer of Borrower, in form and substance
reasonably satisfactory to Bank, certifying that all of the requirements set forth in this definition have been satisfied
or will be satisfied on or prior to the consummation of such acquisition. Notwithstanding the forcgoing and for the
avoidance of doubt, in no event shall Borrower or any of its Subsidiaries assume any liabilities with respeet to any
acquisition, including without limitation, any Permitted Indebtedness, in excess of Fifteen Million Dollars
(515.000,000) in aggregate outstanding at any time for such Permitted Acquisitions.
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“Permitted Call Spread Agreements” means (a) any call option transaction (including, but not limited to,
any bond hedge transaction or capped call transaction) pursuant to which the Borrower acquires an option requiring
the counterparty thereto to deliver to the Borrower shares of common stock of the Borrower (or other securities or
property following a merger event or other change of the common stock of the Borrower), the cash value thereof or a
‘combination thereof from time to time upon exercise of such option entered into by the Borrower in connection with
the issuance of Permitied Convertible Debt (such transaction, a “Bond Hedge Transaction”) and (b) any issued
warrants (0 acquire common stock of the Borrower (or other securities or property following a merger event or other
change of the common stock of the Borrower) (whether such warrant is settled in shares, cash or a combination
thereof) issued by the Borrower in connection with the issuance of Permitted Convertible Debt and sold by Borrower
substantially concurrently with any purchase by Borrower of a Bond Hedge Transaction and settled in (such
transaction, a “Warrant Transaction™); provided that (i) the terms, conditions and covenants of each such call
option transaction are customary for agreements of such type, as determined by the Board (or a committee thereof)
in good faith, (ii) the purchase price for such Bond Hedge Transaction, less the proceeds received by the Borrower
from the sale of any related Warrant Transaction, does not exceed the net proceeds received by the Borrower from
the ance of the related Permitted Convertible Indebtedness at the time of such purchase, and (iii) in the case of
clause (b) above, such warrants would be classified as an equity instrument in accordance with GAAP.

“Permitted Convertible Debt” means any unsecured notes issued by the Borrower that are convertible:
into a fixed number (subject to customary anti-dilution adjustments, “make-whole” increases and other customary
changes thereto) of shares of common stock of the Borrower (or other securities or property following a merger
event or other change of the common stock of the Borrower), cash o any combination thereof (with the amount of
such cash or such combination determined by reference to the market price of such common stock or such other
securities): provided that such Indebtedness must satisfy each of the following conditions: (i) both immediately
prior to and after giving effect (including pro forma effect) to the issuance thereof, no Default or Event of Default
shall exist or result therefrom, (ii) such Indebtedness matures after, and does not require any scheduled
amortization or other scheduled or otherwise required payments of principal prior to, or have a scheduled maturity
date earlier than, the date that is ninety one (91) calendar days after the Term Loan Maturity Date and prior to that
date, does not provide for or require any payments of principal or any other payments with the exception of
semi-annual interest payments, obligations to settle conversions, redemption rights (which, for the avoidance of
doubt, will be subject to Section 6.7) and customary obligations 1o offer to repurchase the notes upon the
oceurrence of a “fundamental change”, (iii) any cross-default or cross-acceleration event of default (cach
howsoever defined) provision contained therein that relates to indebtedness or other payment obligations of
Borrower (or any of its Subsidiaries) (such indebtedness or other payment obligations, a “Cross-Default
Reference Obligation™) contains a cure period of at least thirty (30) calendar days (afier written notice to the
issuer of such Indebtedness by the trustee or to such issuer and such trustee by holders of at least 25% in ageregate
principal amount of such Indebtedness then outstanding) before a default, event of default, acceleration or other
event or condition under such Cross-Default Reference Obligation results in an event of default under such
cross-default or cross-acceleration provision, (iv) the terms, conditions and covenants (other than pricing terms
determined through a customary marketing process) of such Indebtedness must be customary for convertible
Indebtedness of such type at the time of issuance (as determined by the Board, or a committee thereof. in good
faith) and, (v) such Indebtedness s not guaranteed by any Subsidiary of the Borrower nless the Obligations are
guaranteed by such Subsidiary on a secured basis. For the avoidance of doubt, and without limitation of the
foregoing, Permitted Convertible Debt shall at al times be valued at the full stated principle amount thereof and
shall not include any reduction or appreciation in value of the shares deliverable upon conversion thereof.

““Permitted Foreign Subsidiary Accounts™ is defined in Section 5.9(a).

“Permitted Hedging Agreement” means any currency agreement, all rate swap transactions or other
contract or arrangement designed solely 1o protect a Person against fluctuations in currency exchange rates and
interest rate risk, and any confirmation executed in connection with any such agreement, contract, or arrangement, in
each case, entered into by Borrower or any of its Subsidiaries solely o hedge or mitigate the risks of foreign
exchange rate fluctuations and interest rate risk and not for any speculative or other purposes; provided that such
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agreement, contract or arrangement shall comply in all respects with the hedging policies or guidelines as are
approved by the Board or as are approved by Bank (such approval not (o be unreasonably withheld, delayed or
conditioned); provided further, that all acerued and reasonably expected liabilities of Borrower or its Subsidiaries
arising under Permitted Hedging Agreements shall not exceed One Million Dollars ($1,000,000) in the aggregate at
any time. For the avoidance of doubt, no Permitted Call Spread Agreement shall constitute a Permitted Hedging

Agreement
“Permitted Indebtedness” is

(a)  Borrower's Indebtedness to Bank under this Agreement, the other Loan Documents and
under any other agreement with Bank;

(b)  Indebtedness existing on the Effective Date which is shown on the Perfection Certificate;
(c)  Subordinated Debi;
(@) unsecured Indebiedness to trade creditors incurred in the ordinary course of business;

() Indebtedness incurred as a result of endorsing negotiable instruments received in the
ordinary course of business;

[0} Indebtedness secured by Liens permitted under clauses (a) and (c) of the definition of
“Permitted Liens” hereunder;

() other unsecured Indebtedness not otherwise permitted by Section 6.4 not exceeding Two
Hundred Fifty Thousand Dollars (5250.000.00) in the ageregate outstanding at any time;

(h)  Indebtedness with respect to credit cards maintained with American Express, not to
exceed Five Hundred Thousand Dollars ($500,000) outstanding at any time;

() Permitted Hedging Agreements;

()  intercompany Indebtedness by and among Borrower and its Subsidiaries (subject to
“Permitted Investments” part (g)(i);

®) Indebtedness in respect of letters of credit, bank guarantees and similar instruments.
issued for the account of Borrower and/or its Subsidiaries in the ordinary course of business not to exceed Seven
Hundred Fifty Thousand Dollars ($750,000) outstanding at any time;

() advances or deposits received in the ordinary course of business from customers or
vendors;

(m)  Indebtedness in respect of nefting services, overdraft protections, payment processing,
automatie clearinghouse arrangements, arrangements in respect of pooled deposit or sweep accounts, check
endorsement guarantees, and otherwise in connection with deposit accounts or cash management services and
Indebtedness arising in connection with automated clearing house transfer of funds or the use of other payment
processing services;

(1)  Indebtedness arising in connection with the financing of insurance premiums in the
ordinary course of business not to exceed Seven Hundred Fifty Thousand Dollars ($750,000) outstanding at any
time;
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() Indebtedness in respect of performance bonds, bid bonds, appeal bonds, surety bonds,
completion guarantees and similar obligations arising in the ordinary course of business not to exceed Seven
Hundred Fifty Thousand Dollars (§750,000) in the aggregate outstanding at any time;

(p)  Unsecured Indebtedness in connection with Permitted Acquisitions, not to exceed Fifteen
Million Dollars ($15.000,000) in aggregate outstanding at any time;

() Permitted Convertible Debt in aggregate principal amount not to exceed Two Hundred
Fifty Million Dollars ($250,000,000) in principal amount at any time outstanding;

() Indebtedness of Borrower’s Subsidiaries in connection with the sale of Inventory by
Borrower to its Subsidiaries in the ordinary course of business, which may from time to time be forgiven by
Borrower;

() purchase price adjustments, indemnity payments and carn-out obligations in connection
with any Permitted Acquisition (to the extent not in excess of the consideration limitations set forth in the definition
thereof); and

() extensions, refinancings, modifications, amendments and restatements of any items of
Permitted Indebtedness (a) through (5) above, provided that the principal amount thereof is not increased or the
terms thereof are not modified to impose more burdensome terms upon Borrower or its Subsidiary, as the case may
be.

“Permitted Investments” arc:

(@ Investments (including, without limitation, Subsidiaries) cxisting on the Effective Date
which are shown on the Perfection Certificate;

() (i) Investments consisting of cash and Cash Equivalents, and (i) any other Investments
permitted by Borrower's investment policy, as amended from time to time, provided that such investment policy
(and any such amendment thereto) has been approved in writing by Bank, further provided that Bank hereby
confirms approval of such investment policy delivered to Bank around the Effective Date;

() Investments consisting of the endorsement of negotiable instruments for deposit or
collection or similar transactions in the ordinary cours of Borrower's business;

(@) Investments consisting of deposit and securities accounts (but only to the extent that
Borrower or its Subsidiaries is permitted to maintain such accounts pursuant o Section 5.9 of this Agreement) in
which Bank has a first priority perfected security interest (only if and to the extent required pursuant to Section 5.9
of this Agreement);

() Investments accepted in connection with Transfers permitted by Section 6.1;

(f)  Investments consisting of the creation of a Subsidiary for the purpose of consummating a
merger transactions and Permitted Acquisitions permitted by Section 6.3 of this Agreement, which is otherwise a
Permitted Investment;

(2)  Investments by Borower in Subsidiaries that are not borowers hereunder (or
Guarantors), not to exceed (i) (x) Seven Million Five Hundred Thousand Dollars ($7,500,000) in the aggregate in
any fiscal year; and (y) Three Million Dollars (53,000,000) in any fiscal quarter, plus (il the ongoing day-to-day
operations of such Subsidiaries in the ordinary course of business, so long as such (part (i) Investments are (A)
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made on a cost-plus basis,
approved in advance in w

r (B) otherwise in accordance with transfer pricing arrangements, or (C) are otherwise
ing by Bank;

(W) Investments by Borrower in any other co-borrower under this Agreement or Guarantor;

() Investments consisting of (i) travel advances and employee relocation loans and other
employee loans and advances in the ordinary course of business, and (ii) loans to employees, officers, directors,
partners, managers and members relating to the purchase of equity securities of Borrower or its Subsidiaries
pursuant to employee equity purchase plans or similar agreements approved by the Board;

) Investments (including debt obligations) received in connection with the bankruptey o
reorganization of customers or suppliers and in settlement of delinquent obligations of, and other disputes with,
customers or suppliers arising in the ordinary course of business;

() Investments consisting of notes receivable of, or prepaid royalties and other credit
extensions, to customers and suppliers who are not Affiliates, in the ordinary course of business: provided that this
paragraph (j) shall not apply to Investments of Borrower in any Subsidiary;

() Cash investments of up to One Million Dollars ($1,000,000) per fiscal year, plus
non-cash Investments in joint ventures or strategic alliances in the ordinary course of Borrower’s business consisting
of the non-exclusive licensing of technology, the development of technology or the providing of technical support;

(m)  any Permitted Call Spread Agreements;

() Permitted Acquisitions;

(0) Investments not to exceed Five Million Dollars ($5,000,000) per fiscal year to fund the
expansion of Borrower and/or its Subsidiaries in (i) Japan, and/or (ii) any other jurisdiction as may be agreed by

Bank (in its goed-faith-businesscommercially reasonable discretion) and Borrower; and

() other Investments not otherwise enumerated in this defined term “Permitted Investments™
not exceeding Five Hundred Thousand Dollars (§500,000) in the aggregate during any fiscal year.

“Permitted Liens” are:

(a)  Liens existing on the Effective Date which are shown on the Perfection Certificate or
arising under this Agreement or the other Loan Documen

(b)  Liens for taxes, fees, assessments or other government charges or levies, cither (i) not duc
and payable or (i) being contested in good faith and for which Borrower maintains adequate reserves on Borrower's
Books, provided that no notice of any such Lien has been filed or recorded under the Intemal Revenue Code;

() purchase money Liens and equipment liens (i) on Equipment or software acquired or held
by Borrower incurred for financing the acquisition of the Equipment or software securing no more than One Million
Dollars ($1,000,000) in the aggregate amount outstanding, or (i) existing on Equipment or software when acquired,
if the Lien is confined to the property and improvements and the proceeds of the Equipment or software;

(@) Liens of carriers, warchousemen, suppliers, or other Persons that are possessory in nature
arising in the ordinary course of business so long as such Liens attach only to Inventory. securing liabilities in the
aggregate amount not to exceed Two Hundred Fifty Thousand Dollars ($250.000), and which are not delinquent or
remain payable without penalty or which are being contested in good faith and by appropriate proceedings Wi
proceedings have the effect of preventing the forfeiture or sale of the property subject thereto;
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+ improves the traceability of medical devices throughout the supply cha (0 the end-user o patient through a unique identfication number;

+ sets upa contral database o provide patients, he

thare professic

s and the public with comprehensive nformation o products avalable in the European Uniors and

+ strengghens the ulesfor the assessment of corain high-isk devices, such as implants, which may have to undergo an addiional check by experts before they are placed on the market.

“The Medical Device Regulation substantally augments those aspects of the Medical Device Dirctive governing clinical investgarions of medical devices. In additon to detaled provisions.
concerning the authorization and conduct of clinical investigations, the Regulaion imposes on non-EU sponsors a responsibilty 10 appoint a legal represenative established in the EU and an
obligation on EU Member State to ensur tha systems exst to compensate clincal investigaton participants who are harme i tht jurisdiction due o hei participation.

Further,the advertising and promotion o our products I the EEA is currently subject (0 the provisions of Directive 2006/114/EC concerning misleading and comparatve advertising, Directive
2005/29/EC on unfair commercial praciices, and the Medical Device Regulaton, a5 wel as other national legislation i the EEA. counties goveming the advertsing and promotion of medical
devices. These laws may limit orrestrct the dvertising and promotion of our products o the general public and may impose limitations on our promional actvities with healthcare professionals.

Requlatory Status

In November 2008, we received 510(k) clearance to market our first generation iFuse implant from the FDA. Since 2008, we have received additional FDA 510(k) clearances for new.
instruments, additonal implant sizes and labeling changes. I the United State, our firtgeneration iFuse implants and our iFuse-3D implant are ntended for sacrilia fusion for he following
conditons: Sacroiliac jointdysfunctlon thatis a drect resul of sacrolia Joint disuptions and degeneraive sacroilis which includes conditions where symptoms began during preghancy or in the
peripartum period and have persisted postpartum for more than sx months; o augment immobilization and stabilizaton of the sacoilic jont n skeletally mature patents undergoing sacropelvic
fixation as part of  humbar or thoracolumbar fuson; and acute, non-acute, and non-traumaic fractures involving the saroilac joint,

In February 2021, we received 510(K) clearance to market our {Fuse-TORQ from the FDA. In the United States, Puse-TORQ s itended for fusion of the sacroiliac join for sacrolliac oint
dysfunction including sacroiliac oin dsruption and degenerative sacrolis; an for fractue fxation of smal and lnge bones of the pelvi.

In June 2022, we received an additional 510(K) clearance from the FDA 1o extend the use of iFuse-TORQ o include fragilty ractures. This cleatance opens a new population that can benefi
from S1 join fusion and fracture fixation using Fuse- TORQ,

In September 2022, we received 510() clearance from the FDA for use of [Fuse-TORQ using the Bedrock technique. This clearance allows us (0 promote the use of a threaded implant (Fuse-
TORQ) in  rajectory thatis famillar 0 surgeons through a pevious clearance for the same use for IFuse-3D.

In May 2022, we received 510(K) clearance from the FDA for iFuse Bedrock Granite. This implant combines benefis of a plvic fxation screw with attachment to posteror rods of pedicle
screw systems and simultaneous fusion of the S1 oint relted t the device's porous surface. This device previously received breakthrough device designation from the FDA in November 2021. The
combination of breakthrough designation and FDA clearance allowed us 0 obiain a new technology add-on payment (NTAP) fram CMS. NTAP provdes an addiional payment to hospitals for
eligible cases that use iFuse Bedrock Granie

Inthe future, we plan o pursue addidonal S10(K) clearances for new products and changes o the curent indication for Fuse

In November 2010, we obiained a CE Certificate of onformity and affixed a CE mark t ur iFuse Implant System to llow commercialization of our riangular iFuse implants inthe EEA. In
the EEA and Switzerland, Fus is ntended for sacroliac joint fusion, including use i high and low energy fracture.of the pelic rng. Since 2010, we have added additional insruments, implant
sizes and abeling updates and iFuse-3D, our second generation iFuse implan, to our product offeings in Europe. We plan to continue ta work with our Notifed Body to incorporate new products
and labeling updstes n our Technica Files for CE marking n Europe.

As of January 1, 2021, the United Kingdom has enered a transiton period following Brexi, During that period, the UK Medical Devices Regulations (UK MDR) 2002 remains applicable in

England, Scotland and Wales (Great Britain). During 2021, a UK Respansible Person was appointed and we registere the iFuse Implant System with the Medicines and Healthcare products
regulatory agency. Valid CE marks will continue o be accepted in Great Britain and th requiremen to obain a UK Conformity Assessed (UKCA) mark has been delayed un Jly 2024,

1
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() Liens to secure payment of workers' compensation, employment insurance, old-age
pensions, social security and other like obligations incurred in the ordinary course of business (other than Liens
imposed by ERISA);

() Liens incurred in the extension, renewal or refinancing of the Indebtedness secured by
Liens described in (a) through (c), but any extension, renewal or replacement Lien must be limited to the property
encumbered by the existing Lien and the principal amount of the indebtedness may not increase;

() leases or subleases of real property granted in the ordinary course of Borrower’s business
(or, if referring to another Person, in the ordinary course of such Person’s business), and leases, subleases,
non-exclusive licenses or sublicenses of personal property (other than Intellectual Property) granted in the ordinary
course of Borrower’s business (or, if referring to another Person, in the ordinary course of such Person’s business),
if the leases, subleases, licenses and sublicenses do not prohibit granting Bank a security interest therei

(W) (i) non-exclusive licenses of Intellectual Property granted to third parties in the ordinary
course of business, (i) licenses of Intellectual Property that could not reasonably be expected to result in a legal
transfer of title of the licensed property that may be exclusive in respects of territory (as o discreet geographical
areas inside and outside of the United States), and (iii) licen; ing on the Effective Date and disclosed on the
Perfection Certificate;

() customary Liens of any bank in connection with statutory. common law and contractual
rights of setoff and recoupment with respect to any deposit account or securities account of Borrower, provided that
(i) Bank has a first priority perfected security interest in such account (if perfection s required pursuant to Section
5.9 of this Agreement), and (ii) such account is permitted to be maintained pursuant to Section 5.9 of this
Agreement

() Liens arising from attachments or judgments, orders, or decrees in circumstances not
constituting an Event of Default under Sections and 7.

(k) deposits under real property leases that are made in the ordinary course of business not o
exceed Seven Hundred Fifty Thousand Dollars ($750.000) at any time;

[0) casements, rights-of-way, restrictions and other similar encumbrances affecting real
property which, in the aggregate, are not substantial in amount, and which do not in any case materially detract from
the value of the property subject thereto or materially interfere with the ordinary conduct of the business of the
applicable Person;

(m)  other Liens (not otherwise enumerated in this defined term) not exceeding One Hundred
Thousand Dollars ($100,000) in the aggregate outstanding at any time;

(1) Liens in respect of performance bonds, bid bonds, appeal bonds, surety bonds,
completion guarantees and similar obligations arising in the ordinary course of business not to exceed Seven
Hundred Fifty Thousand Dollars ($750,000) in the aggregate outstanding at any time; and

(©)  Liens on cash and Cash Equivalents securing obligations under Permitted Hedging
Agreements.

“Person” is any individual, sole proprictorship, partnership, limited liability company, joint venture,
company, trust, unincorporated organization, association, corporation, institution, public benefit corporation, firm,
joint stock company, estate, entity or government agency.

“Prepayment Fee” is a fee due upon prepayment (whether voluntary or otherwise) of the Term Loan
Advance in full prior to the Term Loan Maturity Date equal to (iy-enetwo percent (1002.00%) of the aggregate
49
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originall principal amount of the Term Loan Advance made-by-Bank-to-Borrower-hereunder—if-such-prepayment
wcenrs prior o e second 2nd)anniversary of the §fleciive Date. () /ero percent (9.00%1 of the sppresate onginal
principal-amount-ofbeing_prepaid on such date, provid such Prepayment Fee is accrued or
payable to Bank, and such Prepayment Fec is waived by Bank (i) with respect fo the Term Loan Advance made-by
ikt Borrower herennder i sucl prepavinent ot om or i any e alter the econd (2 anmersiry of the
Effeaive-Date-but pror-o-the-Ferm-Loan-Maturity-Dates (as defined in the Agrsement prior 0 the First Amendment

Effective Date) prepaid on or around the
Advance is refinanced through a new credit facility provided by Bank.

“Prime Rate” is set forth on Schedule | hereto.
“Prime Rate Margin” s set forth on Schedule I hereto.

“Qualified Cash” means the amount of the Borrower and its Subsidiaries cash and Cash Equivalents held
with Bank and/or Banks" Affiliates and/or in accounts subject to a Control Agreement in favor of Bank;

“Quarterly Financial Statements” is defined in Section 5.3(ac).

including. for the lyoldano: M'doubl,balnncex in l.hc C;sh Collteral Aocoum and Elwble Acmums 3

“Redemption Conditions” means, with respect to any redemption by the Borrower of any Permitied
Convertible Debt, satisfaction of each of the following events: () no Event of Default shall exist or result therefrom,
(b) both immediately before and after such redemption, Borrower’s Qualified Cash shall be no less than the amount
required to prepay the outstanding Obligations in full at the time of such redemption, including all outstanding
principal of the Term Loans, the acerued and unpaid interest thereon, the Final Payment, and the Prepayment Fee
(provided, however, for the avoidance of doubt no such prepayment is required at such time), and (c) both
immediately before and after such redemption, Borrower's Remaining Months Liquidity shall be no less than twelve
a2).

“Registered Organization” is any “registered organization” as defined in the Code with such additions to
such term as may hereafier be made.

“Remaining Months Liquidity” means Qualified Cash divided by Adjusted EBITDA (measured on a
trailing twelve (12) month basis).

“Representatives” is defined in Section 11.8.

“Reserves” means. as of any date of determination, such amounts as Bank may from time to time establish
and_revise in_its commercially reasonable_discretion, reducing the amount of Advances and other financial
accommodations which would otherwise be available to Borrower (a) (0 reflect events, conditions, contingencies or
skl e dotnoed 1 bk

Collateral or any other property which
se in delinuencies of Accounts)

security for the Obligations or its value (including without limitation any
ii) the assets, business or prosy s of Borrower or any Guarantor, or i

thereof):; or (b) to reflect Bank’s reasonable belicf that any collateral report or financial information furnished by or
on behalf of Borrower. or any Guarantor. o Bank is or may have been incomplets, naccuratc or misleading in any

‘Responsible Officer” is any of the Chief Executive Officer, President, Chief Financial Officer, Chief
Legal Officer, and Controller of Borrower.

50
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“Restricted License" is any material icense or other material agreement with respect to which Borrower is
the licensee (a) that prohibits or otherwise restricts Borrower from granting a security interest in Borrower's interest
in such license or agreement or any other property, or (b) for which a default under or termination of could interfere
with Bank’s right to sell any material Collateral.

“Sanctioned Person” means a Person that; (a) is lsted on any Sanctions list maintained by OFAC or any
similar Sanctions list maintained by any other Govemmental Authority having jurisdiction over Borrower; (b) is
located, organized, or resident in any country, territory, or region that is the subject or target of Sanctions; or (c) is
fifty percent (50.0%) or more owned or controlled by one (1) or more Persons described in clauses (a) and (b)
hereof.

“Sanctions” means the cconomic sanctions laws, regulations, embargoes or restrictive measures
administered, enacted or enforced by the United States goverment and any of its agencies, including, without
limitation, OFAC and the U.S. State Department, or any other Governmental Authority having jurisdiction over
Borrower,

“SEC” s the Sccurities and Exchange Commission, any successor thereto, and any analogous
Governmental Authority.

“Securities Account” is any “securities account” as defined in the Code with such additions o such term as
may hereafier be made.

month-cnd (only when Advances are outstanding or are being requested by Borrower), as determined by Bank in its
commercially reasonable discretion, an Adjusted Quick Ratio in an amount as of such measurement date of greater
d 10 1S 4 "), inating on the earlie

accurrence of an Event of Default, and (ii) the first month-end measured thereafter in which Borrower fails to

Streamline Peri give Bank p notice of Borrower’s el enter into any such

Streamline Period. and each such Streamline Period shall commence on the first (Ist) day of the monthly period
following the date Bank determines, in its commercially reasonable discretion, that the Streamline Balance has been
achieved,

“Subordinated Debt" is indebtedness incurred by Borrower or any of its Subsidiarics subordinated to all
of Borrower's or any of its Subsidiaries’ now or hereafter indebtedness to Bank (pursuant to a subordination,
intercreditor, or other similar agreement in form and substance satisfactory to Bank entered into between Bank and
the other creditor), on terms acceptable to Bank. For the avoidance of doubt, Permitted Convertible Debt shall not
constitute Subordinated Debt.
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“Subsidiary” is, as to any Person, a corporation, partnership, limited liability company or other entity of
which shares of stock, partnership, membership, or other ownership interest or other equity securities having
ordinary voting power (other than stock, partnership, membership, or other ownership interest or other equity
securities having such power only by reason of the happening of a contingency) to elect a majority of the board of
directors or other managers of such corporation, partnership or other entity are at the time owned, or the
management of which is otherwise controlled. direetly o indirectly through one or more intermediaries, or both, by
such Person. Unless the context otherwise requires, each reference to a Subsidiary herein shall be a reference to
Subsidiary of Borrower or Guarantor.

“Taxes” means all present or future taxes, levies, imposts, dutics, deductions, withholdings (including
backup withholding), assessments, fees or other charges imposed by any Governmental Authority, including any
interest, additions to tax or penalties applicable thereto.

“Term Loan Advance” is defined in Section 1.1(a) of this Agreement.
*“Term Loan Amortization Date” is set forth on Schedule | hereto.
“Term Loan Availability Amount” is set forth on Schedule | hereto.
“Term Loan Maturity Date is set forth on Schedule I hereto.
“Termi Fes™ is def S 3

““Total Liabilities” is on obligations that should, under GAAP, be classified as liabilities on
Borrower’s consolidated balance sheet, including all Indebtedness, but excluding all Subordinated Debt.

“Trademarks” means, with respect to any Person, any trademark and servicemark rights, whether
registered or not, applications to register and registrations of the same and like protections, and the entire goodwill
of the business of such Person connected with and symbolized by such trademarks

*“Transfer” is defined in Section 6.1.

“USA Patriot Aet” means the “Uniting and Strengthening America by Providing Appropriate Tools
Required to Intercept and Obstruct Terrorism Act of 2001" (Public Law 107-56, signed into law on October 26,
2001), as amended from time to time.

(Signature page follows]
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IN WITNESS WHEREOF, the partics hereto have caused this Agreement to be exccuted as of the
Effective Date.

BORROWER:

SI-BONE, INC.

By: e
Name: Anshul Maheshwari

Title: Chief Financial Officer

BANK:

SILICON VALLEY BANK

By:
Name: Mark Davis

Title: Vice President

Signature Page to Loan and Security Agreement

WEST300615610.6
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1.1(a) - Term Loan — Availability

ial Term Loan Advance must be in an amount equal to the initial
Term Loan Availability Amount_available_on_the_First_Amendment
Effective Date (excluding the Uncommitted Accordion, for the avoidance
of doubt). After repayment, the Term Loan Advance (or any portion
thercof) may not be reborrowed.

1.1(b) ~ Term Loan - Repayment

Commencing on the Term Loan Amortization Date, and continuing on
each Payment Date thereafter until the Term Loan Advance is paid in full,
Borrower shall repay the outstanding Term Loan Advance in (i) thirty (a))
twenty-four—2430) equal monthly installments of principal—if—the|

¢ . plus
monthly payments of accrued interest in accordance with Section 1.2(a)i|
at the rate set forth in Section +265¢51. 2(b)Gi).

L2(a)(i)~ Interest Payments -
Advances

g ~Interest Payments — Term
Loan AdvanceAdyances

Tnterest on the outstanding principal amount of the Term Loan Advance is
payable in arrears monthly (i) on each Payment Date commencing on the
first Payment Date following the Funding Date of cach such Term Loan
Advance, (ii) on the date of any prepayment of the Term Loan Advance,
and (ii) on the Term Loan Maturity Date.

T2(b)(ii) — Interest Rate — Term
Loan AdvanceAdyances

“The outstanding principal amount of the Term Loan Advance shall acerue
interest at a floating rate per annum equal to the greater of (A) fivesix and,
three quarters of one percent (5.756,75%) and (B) the Prime Rate plus the
applicable Prime Rate Margin, which interest shall be payable in
accordance with Section 1.2(a)i).

T.2(e) - Interest Computation

Tnterest shall be computed on the basis of the actual number of days
elapsed and a 360-day year for any Credit Extension outstanding.

WEST300615610.6
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LSA Section

122~ “Borrower”

“Borrower” means (i) SI-BONE, INC., a Delaware corporation.

122~ “Effective Date™

“Effective Date” is August 12, 2021

122~ “Payment Date™

“Payment Date” is (a) with respect 1o Term Loan Advances, the first (150)
calendar day of each month and (b) with respect to Advances, the last
calendar day of ach month.

122~ “Prime Rate”

“Prime Rate” is the rate of interest per annum from time (o time published]
in the money rates section of The Wall Street Journal or any successor
publication thereto as the “prime rate™ then in effect; provided that if such|
rate of interest, as set forth from time to time in the money rates section o
The Wall Street Journal, becomes unavailable for any reason as determined]
by Bank, the ime Rate” shall mean the rate of interest per annum|
announced by Bank as its prime rate in effect at its principal office in thef
State of California (such Bank announced Prime Rate not being intended tof
be the lowest rate of interest charged by Bank in connection with|
extensions of credit to debtors): provided that, in the event such rate of
interest is less than zero percent (0.0%) per annum, such rate shall bel
deemed 1o be zero percent (0.0%) per annum for purposes of this
Agreement.

122~ “Prime Rate Margin™

“Prime Rate Margin is wo-and(a) for Advances, (i) 7ero_percent
s, one half of one percent

122~ “Term Loan Availability
Amount”

“Term Loan Availability Amount” is Thirty-FiveThirty-Six Million
Dollars (§35,000,000136,000,000); proyided however, upon Borrower's
request, if Bank, in_its sole and absolute discretion, grant Borrower's|

wai wer, then|

WE%NM 56106

3S271000499

122~ *Term Loan Maturity Date”
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EXHIBITA
COMPLIANCE STATEMENT

TO: SILICON VALLEY BANK Date:
FROM: SI-BONE, INC.

Under the terms and conditions of the Loan and Security Agreement between Borrower and Bank (as
amended, modified, supplemented and/or restated from time to time, the “Agreement”), Borrower is in complete
compliance for the period ending with all required covenants except as noted below. Attached
are the required documents evidencing such compliance, setting forth calculations prepared in accordance with
GAAP consistently applied from one period to the next except as cxplained in an accompanying leter or footnotes
(and except for with respect to unaudited financial statements for the absence of footnotes and subject to year-end
audit adjustments). Capitalized terms used but not otherwise defined herein shall have the meanings given them in
the Agreement.

Please indicate complianee status by circling Yes/No under “Complies” column.

Reporting Covenants Required Complies
Quarterly Financial Statements with | Quarterly within 45 days and FYE within 90 days. Yes No
Compliance Statement
‘Annual financial statements (CPA_ | FYE within 180 days Yes No
Audited)

10-Q, 10-K and 8-K ‘Within § Business Days after filing with SEC Yes No NA
Board approved projections FYE within 30 days and within 30 days, as Yes No
amended/updated, in each case as approved by the
Board

Al
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The following financial covenant analyses and information set forth in Schedule | attached hereto are true
and correct as of the date of this Compliance Statement,

The following are the exceptions with respect to the statements above: (If no cxceptions exist, state “No
exceptions to note.”)

SI-Bone, INC. BANK USE ONLY
Reeeivedby:
By 0000000000 AUTHORIZED SIGNER
Name: Date;
Tide:
L —
AUTHORIZED SIGNER
Date;

A2

b
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As of May 26, 2021, the Eutopean Union no longer applies the Mutual Recogntion Ageeement between the EEA and Swizerland. Accordingly, manufacturers outside of Switzerland are
required 10 appoint  Swiss authorized representativ in compliance with he Swiss Medical Device Ordinance. As a consequence, we have appointed an authorized representative in Switzerland and
continue (0 work 1o meet Swiss requiremens forthe import of medical devices

We maintain approval for iFuse n regions beyond the United States and the EEA, including Australia, New Zealand, Hong Kong, and lsrael, We are currenty collectng information to
determine our regulatory siategy in Japan,

Environmental Regulations

‘We outsource substanially al the manufacturing of ou roducts, therefore we have not incurred significant expenses relatin 0 our compliance with federal, sate, or ocal environmental laws.
and do not expect o incur significant expenses in the foreseeable future. However, due o the natue of our operations an the frequently changing nature of environmental compliance standards and
technology, we cannot predict with any cerainy that future mateial capial o operating expenclitures will not be required n order o comply with applcable environmental aws and regulations.

Healthcare Fraud and Abuse

Federal and sate governmental agencies and equivalent oreign authores subject the healtheare industy 10 inense regulatory scrutiny, including heightened civil and criminal enforcement
efforts. These laws consiain the sales, marketing and other promotional acivities of medical device manufactuers by limiting the kinds of financial arangements we may have with baspitals,
physicians and oher potential purchasers and prescribrs of our poduct. Federal healthcare fraud and abuse laws apply 10 our business when a customer submits a claim for an item o service that s
reimbursable under Medicare, Medicaid, o othe federaly funded healdhcare programs. The laws that may affect our abillty 0 operate Include:

+ the federal Ani-Kickback Satute, which prohibits, among,oher things, knowingly and willfully soliciing, receiving, offering or paying remuneraton, diectly or indirectly, in cash or i
Kind,to induce or reward eithe the referal of an ndividual for, or the purchase,leas, order, arrangement for, o recommendation of,iers or sevices for which payment may be made, in
whale of i part, under federal healthcare programs, such s the Medicare and Medicaid programs. The term “remuneration” has been broadly interpreted 1 include anything of value, and
the government can estabish a violation of the Ant- Kickback Statute withot proving that a person orenty had actual knowledge o, or a specifc ntent o violte, the L

+ the federalcivil False Claims Act, which profibits, amon other things,individuals or enities rom knowingy presenting, or causng 10 be presented,flse or raudulent claims for payment
of goverment funds; Knowingly makig, using, o causing o be made or use, a false record or satement 1 ge a false clam paid or 10 avoid, decrease, or conceal an obligation 1 pay
‘money t the federal government. A claim including items or services resultng from a violation of the federal Anti-Kickback Staute constiutes 3 false or fraudulent claim for purposes of
the False Claims Act Actions under the Fale Claims Act may be brought by the government or s a qu tam action by aprivate individual inthe name of the government and toshare in any
monetary recovery. There re also criminal penalies for making or presenting a flse or fictiious or fraudulent clam to the federal government;

+ the federal Health nsurance Portabiliy and Accountability Actof 1996, which imposes criminal and civilliablity for, among other actons, knowingly and willully executing, or atempting
o execut, a scheme to defraud any helthcare benefit program including private hird-party payors, or knowingly and wilfully flsifying, concealin, or covering up a material fact or
‘maing a materally false, fcitous,or raudulent satement o repesenttion, o making o using any false wriing or document knowing the same (o contain any materaly flse,fctous,
or raudulent statement or ety in connection with the delvery of orpayment for healihcare benefit,iems, o services

+ the federal Physician Payment Sunshine Act, implemented by the Centers for Medicare & Medicaid Services (“CMS”) as the Open Payments program, which requires manufacturers of
drugs, devices, biologics and medical supplies for which payment is available under Medicare, Medicad, or the Children's Healih Insurance Program 10 report annually 1o the CMS,
information relted to payments and oher “transfers of value” mace 0 physiians (curently defined o include doctors, dentsts, optometiss, podiatsts and chiropractors),other heathcare
professionals (including physician assistants and nurse pracitoners), and teaching hosptals, and requires applicable manufaciurers 1o tepart annually to CMS ownership and investment
interests held by physicians and theirimmediate family members and payments o other “transfers of value” o such physician owners:
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‘measuring period set forth in the chart above’

No, not in compliance _Yes, in compliance
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EXHIBITB
N NT/ADV.

DEADLINE FOR SAME DAY PROCESSING 15 NOON PACIFIC TIME

FAX TO: Date:
LOAN PAYMI
SI-BONE, INC.
From Account 7 To Account
(Deposit Account #) (Loan Account )
Principal § andor Interest §
Authorized Signature: Phone Number:

Print Name/Ti

LOAN ADVANC

Complete Outgoing Wire Request section below if all or a portion of the funds from this loan advance are for an outgoing wire.

From Account # To Account #
(Loan Account #) (Deposit Account #)

Amount of Term Loan Advance $.

All Borrower's representations and warranties in the Loan and Security Agreement are true, correct and complete in all material
respects on the date of the request for an advance; provided, however, that such materiality qualifier shall not be applicable to
any representations and warranties that already are qualified or modified by materiality in the text thereof; and provided, further
that those representations and warranties expressly referring to a specific date shall be true and correct in all material respects as
of such date:

Authorized Signature: Phone Number:
Print Name/Title:

OUTGOING WIRE REQUEST:
Complete only if all or a portion of funds from the loan advance above s to be wired.
Deadline for same day processing is noon, Pacific Time

Beneficiary Name: Amount of Wire: §.
Beneficiary Bank: Account Number:
City and State:

Beneficiary Bank Transit (ABA) # Beneficiary Bank Code (Swift, Sort, Chip, etc.):
(For International Wire Only)

Intermediary Bank: Transit (ABA) #:

For Further Credit to:

Special Instruction:

By signing below, I (we) acknowledge and agree that my (our) funds transfer request shall be processed in accordance with and|
subject 1o the terms and conditions set forth in the agreements(s) covering funds transfer service(s), which agreements(s) were
previously received and executed by me (us).

Authorized Signature: 2+ Signature (if required):
Print Name/Title: Print Name/Title:

WEST %Lﬁl 6

TETT000490.
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Summary report:
Litera Compare for Word 11.2.0.54 Document comparison done on 1/5/2023
2:03:48 PM

Style name: DLAPiper

Intelligent Table Comparison: Active

Original DMS: iw://dms.us.dlapiper.com/WEST/300615610/1

Modified DMS: iw://dms.us.dlapiper.com/WEST/300615610/6

Changes:
Add 297
Delete 136
MeveFrom 7
Move To 7
11
6
Table moves to 0
Fable-moves-from 0
Embedded Graphics (Visio, ChemDraw, Images etc.) 0
Embedded Excel 0
Format changes 0
Total Changes: 464
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Exhibic 21.1

List of subsidiaries of the Registrant
Subsidiary Jurisdiction
SIBONE SRL, Taly
SI-BONE Deutschland GmibH. Germany

SI-BONE UK LTD United Kingdom
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

‘We hereby consent 0 the incorporation by eference inthe Registzaion Statements on Form S8 (Nos. 193-227907, 333230473, 333237091, 333254086 and 333-263189) of SI-BONE, Inc.of our
report dated March 2, 2023 reating (0 the fnancial statemens, which appears in his Form 10-K.

s/ PricewaterhouseCaopers LLP
San Jose, Califoria
March 2, 2023
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Exhibit 311
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
Pursuant to Section 302 of the Sarbanes-Onley Act of 2002
1, Laura A, Franci, crtfy hat
L. Thave reviewed this Form 10-K of SI-BONE, Inc.

2. Based on my knowledge, this report does not contain any untrue tatement of a materal fact or omi 0 sate & material act necessary to make the tatements made, n light of the circumstances.
under which such satements were made, not misleading with respect o the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in tis report, faiely prosent n all mateial respects the financial condition, resuls of operations and
cash flows ofthe egisant s o, and for, the periods presented in this report

4. The regisrants ther certifying officer(s) and 1 are respansible fo esablishing and mainaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢))
and internal control over financial teporting,(as dfined in Exchange Act Roles 13-15(1) and 15d-15(0) for the registrant and have:

1) Designed such disclosure contrls and pracedures, or caused such disclosure controls and procedures o be designed under our supervision, o ensure that materia information relating to the
registran, including i consolidated subsidiarie, is made known 10 us by others within those entite, patcularly during the peiod in which his report s being prepared;

2) Designed such nternal control over financial eporting, o caused such internal control over financial reparting to be designed under our supervision, 1o provide reasonable assurance
regarding th relabiliy of financal reporting and the preparation of financial statements for exteral purposes i accordance with generally accepred accounting principles

3) Evalusted the effectiveness of the registran’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, a5 of the end of the pesiod covered by this reportbased on such evaluation; and

) Disclosedin this report any change inthe registant’ internal conteol ver financial roporting that occurred during th regisrants mst recent fscal quarter hat has materally affected,or is
reasonably likely to materally affect the reglstrant’s Iternal control over Ginancial reporing; and

5) The registrant’s other cerifying officer(s) and | hav disclosed, based on our most recent evaluation of internal control over financial reporting, o theregisrant’s auditors and the audit committee
of the registant’s board of directors or persons performing the equivalent unctions):

1) ANl signifcant defciencies and material weaknesses in the design o operaton of intermal control over financial reporting which are reasonably likely (0 adversely affec the registran’s
abilty 1 tecord, process, summarize and report fnancial information; and

2) Any fraud, whether o not material, that involves management o other employees who have  significant role n th registrantsintemal contrl over financial reporting,

s/ Laura A. Francis
Daw  March2,2023 Tauwa A. Francis
Chief Executive Oficer
(Principal Executive Officer)
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Exhibit 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

1, Anshul Maheshar,cerify that:

1. Thave reviewed tis Form 10-K of SI-BONE, Inc;

2. Based on my knowledie, this report does not conain any untrue statement of a materal factor omit o sate @ material fact necessary to make the atements made, n lightof the circumstances.
under ehich such satements were made, not misleading with respect o the period covered by this report;

Based on my knowledge, th financial sttements, and other fnancial information included in tis report, faily present n all mateial respects the financial condition, resuls of operations and
cash flows ofthe reisirant s o, and for, he periods presented in ths report;

4. The registrants other cerfying officer(s) and 1 are responsible for establishing and mainaining disclosure controls and procedures (a5 defined in Exchange Act Rules 133-15(¢) and 154-15(e))
and internal control over financialreportng (as defined in Exchange Act Roles 13a-15(1) and 154-15(0)for the resirant and have:

1) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures o be designed under our supervison, o ensure that materialinformation relaung (0 the
vegistrant, inluding it consolidated subsiiaris, is made known 10 us by others within those eniitie, particularly during the priod in which this repor is being, prepared;

2) Designed such inemal control over financial reporting, or caused such internal contol aver financial reporting to be designed under our supervison, 1o provide reasonable assurance
regarding the reliability o fnancial reporting and the preparation of financal tatements for exteral purposes in accordance ith generaly accepted accourting principles:

) Bvaluated the effectiveness of the regisiran’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, a5 of the end of the period covered by this reportbased on such evaluaton; and

) Disclosed i thi report any change in the registrant’s intemal control over financial reportin that occurred during the regisiran’s most recent fiscal quarte (the registrant’ fourth fiscal
quarter in the case of an annual report) that has materally affected, or is reasonabylikely to materially affect,th registranc’ intemal contrl over financial reporting and

5). The registrant’s othe cerifying offcer(s) and I have disclosed, based on our most recent evaluation of internal control ver financial eporting, t th regisrant’s auditors and the audit committee
ofthe registrant’ board of directors (or persons performing the equivalent functions):

1) Al signifcant defciencies and material weaknesses in the design of peraton of interal control over fnancial reporting which are reasonably likely to adversely affec the regisrant’s
abilty 1o record, process, summarize and report fnancial informari; and

2) Aay fraud, whether o not material, that involves management o other employees who have a significantrole n the registrants inemal control over financia reporting.

s/ Anshul
D March2,2023 “Anshul Maheshwart
Chief Fiancial Offcer
(Principal Financial and Accounting Officer)

abeshwari
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Exhibit32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant (0 the requirement et forth in Rule 13a-14(b) of the Securites Exchange Act of 1934, as amended, (the “Exchange Act”) and Section 1350 of Chapter 63 of Title 18 of the United States

Code (18 U.S.C. $1350), Laura A. Francis, Chief Executive Office of SI-BONE, Inc. (he “Company”), and Anshul Maheshnvari, Chief Financial Offcer of the Company,each hereby certify that, to

the best o his or her knowledge:

L. The Company’s Annual Report on Form 10-K for the period ended December 31, 2022, to which this Certfication s ttached as Exhibit 32.1 (the “Periodic Reporc”), fully complies with the
requirements Section 13() o 15(d) o the Securiies Exchange Actof 1934; and

2. The information contained in the Periodic Report faiey present, in all materal respect,the inancial condiion and resuls of operations of the Company.

4/ Laura A, Francis
Laura A. Francis

Date:  March2,2023
Chief Executive Officer
(Principal Executive Officer)
1/ Anshul Maheshari

Dae:  March2,2023 ‘Anshul Mabestvwarl

Chief Financial Offcer
(Principal Financial and Accounting Oficer)

“This cetification is being furnished to the Securiies and Exchange Commission as an exhibi to the Annual Report and shall not be deemed filed by the Company for purposes of $18 of the
Securities Exchange Act of 1934, as amended, and is not o be incorporated by reference into any fling of the Company, whether made before or after the date hereof, regardless of any general
Incorporation language i such fling,
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+ analogous state and foreign law equivalents of each of the above federal laws, such as anti-Kickback and false claims laws, which may apply o ftems or services reimbursed by any third-
pany payor, including commercial insurers and patiens; state laws that require device companies 1o comply with the industry’s voluntary compliance guidelines and the applicable
‘compliance juidance promulgated by the federal government or theruwise restrict payment that may be made (o healthcare providers and other potental referal sources; state beneficiary
inducement laws, and sate laws tht require device manufacturers o report information relate t payments and other ransfers of value to physicians and ather healhcare providers or
‘marketing expenitures, many of which iffe from each othe in significant ways and may not have the same effect, thus complicating compliance efforts.

1 we or our employees are found to have violated any of the above laws we may be subject 0 significant administsaive,civl and criminal penalics, including imprisonment,exclusion from
participaton in federal healt care programs, such as Medicare and Mediald, sigificant ines, monetary penaliis and damages, the restructuring,or curiailmen of our aperations, impositon of
‘compliance obligations and monitoring, and damage (0 out reputtion. For & more detiled desciption o the federal and state healh care fraud and abuse laws, see the isk factor “We and our sales.
representatives must comply with U.S. federal and sate fraud and abuse laws, including those relating to healthcare provider ickbacks and false claims for eimbursement, and other applicable
fedoraland state healthare laws, as wel a equivalent foreign laws, an failure t comply could negatively ffect our business” n th Risks Related 0 Our Logal and Regalatory Environment section
of tem 1A of this Annual Reporton Form 10-K,

“The U, Foreign Cormupt Practces Act (“FCPA”)and similar ant-brbery laws in other countres, such as the Urited Kingdom Bribery Act (“UKBA”), generaly prohibit companies and their
intermediarie from making improper payments (@ goverment offcials andor other persons for the purpose of obiaining or etaning business. Our policies mandate compliance with these ani-
bribery laws.

Both the federal and state goverments in the U.S. and foreign goverments continue to propose and pass new legislation and regulations designed to contain or reduce the cost of healhcare
‘Stuch legislaion and regulations may resultin decreased rembursement for medical device, which may further exacerbate industry-wide pressure (o reduce the prices charged for medical devices.

Data Privacy and Security Laws.

We are also subject 10 various ederal, state and foreign laws that protect the confidentiality of cetan patent healh information, including patient medica records, and resrict the use and
disclosure of patent healh information by healthcare providers,such as the Health Insrance Portabliy and Accountabiliy Act, and it implementing regulations, as amended by Health Iformation
Technology for Economic and Clinical Health Act enacted under the American Recovery and Relnvestment Act 2009 (“ARRA”) (collectively, “HIPAA”), i the United States.

HIPAA imposes obligations on “covered entites,” including certain healthcare providers, health plans, and healthcare clearinghouses, and their respecive “business associates” hat create,
receive, maintain or transmit individually identifiable halth information fo or on behlf of a covered entity as well as ther covered subconiactors, with respect to safeguaring the privacy,security
and transmission of individually identifiable health information. HIPAA lso require the notfication of patints, reporing 1o the U.S, Departmen of Healh and Human Services (*HHS"), and other
‘compliance actions,in the event o  beach of unsecured Protected Health Information (“PHI"). Required notification must be provided without unreasnable delay and in o event later than 60
calendar days aftr discovery of the breach, under HIPAA. In addition, ifthe PHI of 500 or more individual i iproperly usec or dlisclosed, HHS would post the notfication on s websit, and we.
may be required 1o nolfy the media. Failure 1o comply with the HIPAA privacy and security standards can result in sgaificant civil monetary penalies and, in cerain crcumstances, criminal
penaltis, including imprisonmen.

In adition, even when HIPAA does not apply other federal and state aws impose security obligatons. For example, according to the Federal Trade Commission (“FTC™, failing (0 take
appropriae steps (0 keep consumers” personal information secure constttes unfai acts or practices in or affecing commerce in violation of Section 5a) o the FTCA, 15 U.S.C § 45(a). The FTC.
expects & company’s data security measures o be reasonable and approprite n lght of the sensitviy and volume of consumer iformarion It holds, the size and complexiy of s business, and the
cost of avalable tools 0 improve security and reduce vulnerabiliies. Medical data s considered sensitive data tht merits sronger safeguards.
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In the European Union (“EU”), we are subject (o laws reltin o our collecton, control, processing and other use of personal dat (.. data relating t0 an ideifiable iving indivicual). We
process personal data in relation to our operations. We process daa of our employees, consuliants, cerain individuals who may be affiliated vith our customers, including physician users of our
products and, i the contextof clinical investgations, patients The personal data may include sensitve personal data including healthinformation. The data privacy regime inthe E includes the EU
General Datg Protection Regulaton, o the GDPR, effective on May 25, 2018 and the E-Privacy Directive 200258/EC and the national s implementng it Each EU Member State may adopt
addiional legislation implementing these regulation imo its own national data privacy regime and therefore the laws may differ by jurisdiction, sometimes significanly. We need o ensure.
‘compliance with th rules in each jrisdiction where we are established or re otherwise subject 10 local privacy laws,

“The GDPR is directly applicable n each EU Member State. This should, in principle, tesul in a more uniform application of data privacy laws acrossthe EU. The GDPR imposes onerous.
‘accountabilty obligations requiring data controlers and processors 1o maintain a record of their data processing and poicie. I reuires data conrollers o be transparent and o disclose 1 dats
subjects (in a concise, inellgible and easily accessible form) how their personal information s to be used, imposes limitations on retention of information, increases requirements peraing 1o
pseudonymized (.., key-coded) data, intsouces mandatory data breach nodfcation requirements and sets higher standards for data contraller to demonstrte that they have obiained vlid consent
for certain data processing actvites. Fines for non-compliance vith the GDPR wil be significant-the geater o € 20 millon or 4% of glabal tumover, The GDPR provides that EU Member States
‘may inroduce further conditions, including limitatons, 1o the processing of geneti, blometric, or health data, wehich could limit our aility 1o colect, use and share personal data,or could cause our
‘compliance costs (o increase,ultimately having an adverse impac on our business. Each EU Member State may also adopt acitonal relaed legislaton and guidance in its own natonal data privacy
regime and therefore the laws may diffr by jurisdicton, sometimes sigaificanly. We need 0 ensure compliance with the rles in each jurisdiction where we are established or are oheruwise subject (0
local privacy lavs.

We are subject to the supervision of lcal data protection authortes in those jurisdictions where we are established o otherwise subject 0 applicable law. We depend on  number of third
partes in rlation t0 our provision of our sevices, a number o which process personal data on our behalf. With each such provider we ente into contractual arangements o ensure that they only
process personal data according o our instructions and applicable aws, and that they have suffcient technical and organizational security measures in place o fulfl ther related obligations. Where.
we wansfer personal data outside the EEA, we do 5o in compliance with the relevant data export requirements. We take our data protection obligatlons seriously, as any improper disclosure,
partcularly with regard 0 our customers’ sesitive personal dat, could negatively mpact our business and/or ou reputation.

2





image45.png




image46.jpeg
Manufacturing and Supply

We use third-party manufacturrs o produce ou implants and instrumens. To mitgate supply isk, we use a ollng twelve month forecast and take into consideration production lead imes 1o
mainain adequate levels of inventory for both our iFuse-3D) and iFuse-TORQ, Most of our instruments have secondary manufacturing suppliers and we continually work with addiional
manufacturers as our secondary supplier. Substantaly all of our products, including al of our implants,are manufactured in the United States.

Ou primarily supplier for iFuse-3D and iFuse-TORQ is ms Company ("RMS"). We entere into a non-exclusive Manufactuing, Qualiy and Supply Ageement with RMS in January 2017,
hich as amended in July 2020, and amended an estated in June 2021 Pursuant {0 this agreesment, RMS manufactures cerain of our implants in accordance with ou specifcations, including both
purchased and steilized implant, a wel a uncoated machined implants whic are subsequently coated to become our finished first generation {Fuse implans. While the agteement provides that we.
are requied t0 purchas the amounts forecested n a blanket purchase order, we are not requird t0 purchase product in excess of such forecosted amounts. The prices we pay for products are fixed
under the agreement provided hat if order volumes deviate from forecested amounts beyond cerain thresholds, we or RMS may request 10 negotiate further price changes. The agreement
automatcally renews for successive one-year periods; provided, however, the agreement may be terminate early by cithr party,as specified in the agreement. RMS is currenly our oly supplier of
1Fuse-3D and iFuse-TORQ implants,

Our Fuse Bedrock Granie implant i manfactured and assembled by third-party supplier, ncluding RMS.
We believe that our manufacturing operations, and those of our suppliers, comply with regulations mandated by the FDA, as well as Medical Devices Directive regulations in the EEA.

‘Manufacturing faciliies tht produce medical devices or component parts ntended fo distrbution world-wide aresubject t0 regulation and periodic planned and unannounced inspection by the FDA.
and other domestic and inernational regulatory agencies.

In the United Sates, products we sell are required 0 be manufactured in compliance with the FDA's Qualiy System Regulation,codified i 21 CFR Part 820, which covers the methods used in
and the facilties used fo, the design, tesing, control, manufacuring, labeling, quality assurance, packaging, storage, and shipping. In internarional markes, e are requited o obtain and mainiain
various quality assurance and qualty management certfcations, including those issued by DEKRA Certfication, B.V., our notified body. DEKRA has issued the following intemational
cenificatons: Quality Management System ISO13485:2016 for our locations in Santa Clara, Calfornia, and Gallarate Italy: Full Quality Assurance Certfication for the design and manufacture of
iFuse; and a Design Examination certficate for Fuse.

‘We are required 10 demonstrate continuing compliance with applicable regulatory requirements to mainain these cerificatons and will contnue 10 be periodically inspected by inernational
regulatory authorities for certification porposes. Further, we and certain of our supplies arerequired to comply with allapplicable regulations and current good manufacturing practices. As et forth
above, these FDA. and internatonal rogulaions cover, among other things, the methads and documentation of the design, testing, production, control, quality assurance, labeling, packaging,
sterlization, sorage, and shipping of our products. Compliance with applcable regulaory requirements i subject to continual review and is monitored rigofously through periodic inspections. 1f we.
or our manufacturers fail 0 adhere to current good manufacturing practce requiremens, ths could delay production of our products and lead to fines, dificultes in obtaining regulatory approvals,
recalls, enforcement actons, incuding injunciive relief or consent decres, or other consequences, which could, i tum, have a material adverse effect on our financial conditon or resuls of
operations

Product Liability and Insurance
“The manufacture and sale o our products subjects us to the risk of financil exposure o product lability claims. Our produts are used in ituations i which there isa isk of serous injoy or
deth. We canry insurance polices which we believe o be customary fo similar companies in our industy. We cannat assure you that these poliies will be suficent o cover all o substandaly al

losses that we experience,

We endeavor o maintain exccutive and organizaton liability insurance in a form and vith asgregate coverage limits that we believe are adquate for our business purposes, but our coverage
limits may prave not to b adequate in some circumstances.

Human Capital Resources
Ou abilty t recrui, develop and retain highly skilled taent s a signifcant determinant of our success. To failiate talent ataction, retention, and developmen, we trve 1o make SI-BONE
an inclusive,diverse, and safe workplace with opporunites for our employees 0 grow and develop inther carers, supported by stong, compensation, benefits, and health and wellness programs, as

well a5 by programs that build connections between our employees and the communities in which they live and work. In response (0
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intense competiion in the labor markets i which we compet, we actively track and manage voluntary and nvoluntary employee tumover and atiion.

As of December 31, 2022, we had 357 employees, including sales and marketng, product development, general administrative and accounting, both domestically and internationall. As of
December 31, 2022, we had a direc ieldsals organization of 161 in th Uited Sates and 18 in Europe. During 2022, our voluntary atriion ate was approximately 11%.

Diversity and Inclusion

o realize our mission and vision, we are commited (0 acively fostering workforce diversity and an environment o cultural inlusion throughou he company. We mainain a Diversity and
Inclusion Plan which is overseen by our Nominating and Corporate Governance Commitee. Our program goal i t ncrease gender and edhnic diversity n our workorce and leadership over three.
years, while continuing to provide equal employment opportunities to ol candidates and employees without regard o any protected satus. Accordingly, we track gender diversty among our global
and U.S. workforce, the percentage of employees above director level who are female, the representaion of women and undertepresented communities on our Board of Directors and the diversity of
our U, workforce.

We aim to mainain a mix of backgrounds, sills, and experiences in our board compositon (o understand and reflct the needs of our diverse stakeholders. Curtently, four of our e board
‘members are women and two of our board members sl identify as Asian American.

Workplace Health and Sofety

“The health and safey of our employees is a priorty n which we have always invested and intend to contie to do I light of the COVID-19 pandennic, the priortzation of employee health,
safey, and wellness to0k on paricular significance in 2022. We Implemented signifcant changes that we determined were I the best interest. of ou employees, as well as the communides in which
we opeate,in compliance with goverment regulatons. We have implemented health and safety measures that include maximizing personal workspaces, providing personal protecive equipment and
holding on-site vaccinations evens,

Compensation and Benefits

We provide competitve compensaton and benefis programs (0 help meet the needs of our employes In addiion o base compensation, these progeams, which vary by county,include annual
bonuses, estricted stock unit awards, an Employee Stock Purchase Plan, 401(k) health and wellness benefis, healh savings and flxible spending accounts, paid time off, family leave, paid parental
leave,flexible work schedules, and others.

Our employees and thei families have access (0. variety of nnovaive, flxible, and convenient heaith and wellness programs. These benefits are itended to povide potection and securty, so
employees can have peace of mind concerning events that may require time away from work o that may impactther financial well-bein, Addiionaly,we offr programs o help suppor employee.
physical and mental health and offerchoices where possble, s they are customized 0 meet their eeds and the needs of thei failie.

Ensuring far and equitable pay i integral o our commitament o our employees, Our execuive team and Board of Directors srongly support s commitment, On an ongoing basis we monitor
pay equiy t idenify any pay disparties and then o determine appropriate adjustments,

and Talent Development

We value our employees and the passion, commitment, and professional expertise they provide. To enhance employee retention and Job satsfacton, we offe ongoing lesting and leadership
training opportunitis that support growth and developmen.

We also regularly evaluate our workforce and plan t0 address key skil an leadership gaps through a talent management process. In 2022 we implemented a new career development program
which includes a formalized framework tha reflects how an employee can advance thei career within the company, This provides many benefts including clarity, siructure, and direction for
employes and managers for career advancement and their future a SI-BONE which increases employee motivation, engagement,and retention.

We have a robust annual performance review process for reviewing employees' performance and compensation. To suppor our managers, we rai them on conductng effective performance.

reviews and making compensation recommendations, which take into consideration external and interal benchmarks and performance.
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‘Employee Engagement

We believe that building connections between our employees, hei families, and our commurities creates @ more meaningfl and fulfling workplace. Through our engagement programs, our
emploges can pursue thelr inerests and connect 0 volunteering and giving opporiunities. On an ongoing basi we sponsor philanthropic and voluteer events in which o employees can paticipat.
During 202, we organized employee cash donations o food banks 0 support the neediest ndividuals in San Francisco Bay Area communities.

We encourage you o review our ESG Sharehalder Letter in the Goverance Documents of the Corporate Governance secton of our nvestar website for more detaled information regarding our
human capial programs and intatves. Nothing on our websie,including our ESG Shareholder Lette,shall be deemed part of or incorporated by reference ito his Annual Report.

Company History

SLBONE was founded in 2008 by the main inventor of iFuse, orthopedist Mark A. Reiley, M.D. our then President and Chief Executive Offcer, Jefrey W. Dunn, and orthopedic surgean
Leonard Rudolf, M.D. Dr. Reiley previously invented balloan kyphoplasty and founded Kyphon Tnc., which was sold to Medironic pic n 2007. Dr. Reiley also invented the INBONE total ankle
replacement ysiem, which was sold to Wright Medical Technology, Inc. in 2008,

Corporate Information
We were incorporated in March 2008 in Delavware. Our principal executiv offices are located at 471 EI Camino Real, Suite 101, Santa Clara, Calfornia 95050 and our telephone number is

(408) 207-0700. Our website address i wivw;si-bone.com. We completed our intal public offring in October 2018, and o common sock is listed o the Nasdaq Global Market under the symbol
“SIBN

(Our Annual Report on Form 10-K, Quarerly reports on Form 10-Q, cureent reports an Form 5K, and amendments o those reports filed of furmished pursuant to Section 13(3) or 15(d) of the
Exchange Act are available free of charge on our website. The nformation containeel on or that can b accessed through our websit i not incorporat by reference into thi report, and you should
ot consider information on our websit to b partofthis report.
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Htem 1A, Risk Factors

Investng in our common stock involves a high degree of rsk. Investors should carefuly consider the risks described below, as well s th other information n this Anual Report on Form 10-
K including our consoldated financial stotements and the related notes and th section “Management's Discussion and Analysis of Financial Condition and Results of Operaions,” before deciding
whether  invest in our common stock. The occurrence of any of the events or developments described below could materially and adversely affect our business, financial condition, results of
operatians, and growth prospects. In such an event, the market price of our common stock could decline, and our stockholders may lose all or part of thir investment. Addiional risks and
ncertanties ot presenly known 0 us or that we currenly deem immaterial may also impair our business operaions,

Risks Related to Our Business and Our Industry
We have incurred significant operating losss since inception, we expect o continue o incur operating lossesin th future, and we may not be abl to achieve or sustain future profitabily.

We have incurred et losses since our incepion in 2008, For the years ended December 31, 2022 and 2021, we had netlosses of $61.3 million and $56.6 millon,respectively. As of December.
31, 2022, we had an accumlated deficit of $357.1 million. We have financed our operations primarly through ihe et proceeds of our public affrings of our common stock, private placements of
equity securities, certain debrelated financing arrangements, and from sales of our products. We have devoted substantially al of our resoutces (0 restarch and development of our products, sales
and marketing actviis, investmens in training and educating sugeons and other healthcare providers, and clinical and regulatory maties for ur products. There can be no assurances that e wil
be able o generat suffcien revenue from our existing products o from any of our product candidate in development, and to ransition 10 proftabliy and generate consistent posive cash flows,
and even if we are able 0 do so, our ability 10 do so has been delayed by the COVID-1 pandemic. We expect that our operaring expenses will conine 10 increase as we continue (0 build our
commercial nfrasructure, develop, enhance, and commercialize our exsting and new producs. As a result, we expect o continue 1o ncur operating losses for the foreseeable future and may never
achieve proftabilty. Furthermore, even if we do achieve profiabilty, we may not be able to sustain o increase profiabilicy on an ongoing basi. I we do not achieve profiabily, i will be more
diicult for s to fnance our business and accomplish our trategic objecives.

Our expected foure capital requirements depend on many factors including expanding our surgeon base, the expansion of our sales force, investment in implans and Instruments, and the
iming and extent of spending on the development of our echnology o increase our product offerings, and potental investmen in additional product and service oferings through the acquisiion of
other businesses. We may need additonal funding for our operation, but additonal funds may not be available (0 us on acceptable temms on a timely basi, If at all. We may seek funds through
borravings or through additonal rounds of financin, including privae or public equit or debe offrings. If we rase additonal funds by ssuing equity securiis, our stockbolders may experience
iltion. Any fuure debt financing,into which we enter may impose upon us addiional covenanis tha restict ur operations,inluding imitations on our abilit t incur iens o additonal debt, pay-
dividends, repurchase our common stock, make certan investmens, and engage n cerain merger, consoldation o asst sale ransactions. Any furure debt fiancing or addiional equiy that we aise
may contain terms that are ot favorable o us or ur stockholder. Furthermore, we cannot e cerain tht additonal funding will be avalable on acceptable terms, i at all. The capital markets have
deteriorated substantiall since the beginning, of 202, especially with respect t securitie issued by comparies in the medical device and technology sectors. Equity and debi capital have become.
substantially more expensive and difficult 1 faise on atractive terms. I we are unable t rase adlitonal capitalor generate sufficient cash from operations 0 adequately fund our operations, we will
e 0 curail planned actvites toeduce costs, which wil likely harm our abilty to execute on our business plan and continue operatios.

‘Prolonged inflation and supply chain disruptions could esult in delayed product launches, lost revenui, higher costs and decreased profit margins.

A majorty of our products are manufactured and sold inside of the United States, which increases our exposure to domesic inflation and fue price increases. Recent inflationary pressures have
restled i ncreased fuel, raw materials and oher costs which, I they condnue for a profonged period, may advesely affect our results of operations. We have experienced shortages in cerain raw
‘materials and component inputs of our products, primarily surgical inteumen, as suppliers have bee nable o meet delivery schedules due o excess demand and labor shortages, and lead times.
ave lengthened throughout our supply chain. Ou effots to mitigae supply chain wesknesses may o be successful or may have unfavorable effects. For example,effots o purchase raw materals
i advance for procuct manufacturing may resul in ncreased torage costs or excess suply. 1f our costsrse due to continuing significant inflatonary pressures or supply chain disruptions, we may-
ot be abl to fuly offset such higher costs through price increases.In adcition, delays in obaining materials, components orinsrumentsfrom our suppliers could delay procduct launches of result in
ot opportnities t sell our products due to thei availbilty. Icreasee costs and decreased product avalabilt due o supply chain issues could adversely impact ur revenue andlor gross margin,
and could thereby harm our business, financial conditon, and results of operation.
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Disruptions in the supply of the materials and components used in manufacturing our products or the steilization of our products by third:party supplies could adversely affect our business,
financial conditon and resuls o aperarions.

Our suppliers purchase many of the materials and components used in the manfacture of our products from third-party supplier. Certain of these materals and components can only be.
btained from & single source o a limited number of sources due to quality consideratons, experis, cost or consiraints resuling from regulatory requirements. In crtan cases, our supplirs may.
ot be able to esablish additional or eplacement suppliers for such mateials or components o outsourced actvities in a tely or cost effective manner. A reduction or nteruption i the supply of
‘materials or componens used in manufacturing our products, such as due 1o one or more suppliers experiencing reuctions in operatons and/or worker absences due  the COVID-19 pandemic or
other healh epidemics,an inabliy 1o timely develop and vlidate altemative saurces if requird, of a significant ncrease in the price of such marerias or components, such s that caused by infaton
and rising interest ate, could adversely affect our business, inancial conditon and results of operations. For example, cerain of our products require titanium, which is sourced from third-party
suppliers. Whill the titaium required for such productsis ot directly sourced from Russia,the current geopolitical events involving Rusia and Uaine are negatively impactin the wider ttanium
supply chain and such geopoliicalevents and facors elating thereto or resuling therefrom, including relaed sanctions, may negatively impact the abilty of our supplirs' third-parey supply sources
o timely supply tanium 0 our suppliers and may increase or result n additonal costs 10 s,

I additon, many of our products require sterilzation prior 0 sal, and our supplers use contract serlizers o perform this service. To the extent that these contract terilzers are unable 10
sterilize our products, whether due to capacity, avaiabilty of maerials for serlization, regulatory of other consiraints, ncluding reductions in operations and/or worker absences due (0 the COVID-
19 pandemic or oher health epidemics, we may be unable o transiton to other contract sterlzers, steilizer locations or steriizaion methods in a imely or cos effetive manner or at all, which
could have a materia impact o our restls of operations and inancial coniion.

If hospials, surgeons, and other healihcare providers are unable o obtain nd maintain adequate or any coverage and reimbursement [rom third-party payors for procedures performed using
our products, further adoption of our products may be delayed, and itis unikely that they will gin further acceptance, and th prices paid for our implants may decline.

Mainaining and growing sales of our products depends on the availablity of adequate coverage and reimbursement from third-party payors, ncluding governmen programs suich as Medicare
and Medicaid, private insurance plan, and managed care proggams. Hospials, surgeons, and other healthcare providers hat purchase o use medical devices generally rely on hird-party payors to
ay for ll ar part o the costs and fees asociated with the procedures performed with these devices. When a procedure using our implants is performed, boh the surgeon and the healthcare fcilty,
elher a bospial or ambulatory sugical center, submit clims for relmbursement (o the healthcare payor. We may be unable  sell our products on a profiable basis If thi-party payors deny.
coverage, or I relmbursement levels are insuficient (0 support use of our products by healthcare faciltes or 1o compensate surgeons for thelr time spent diagnosing patents and performing
procedures using our produce

‘While all Medicare Adminiszative Contractors are regularly reimbusing for minimally invasive sacroflac joint fusion uilzing lterally placed tansfixing devices, a small number of pivate
payors sill have pliciestha treat th procedure a5 experimental of invesigational and do not regulaly reimburse for the procedure. Future action by the Centers for Medicare and Medicaid Services
(CMS") orthird-party payors may further reduce the avaiabilty of payments to physicians, outpatient surgery centrs, andior hosptal for procedures using our prodcts, Volatlty in he payment
Fates hat physicians and hospitals receive from CMS may have a material impact on their wilingness to erform procedures including our products, 2 wel 2 place additonal pressure on pricing of
ourimplants,

“The hethcare industry i the United States has experienced a trend toward cost containment as goverment and private insurers seek to control healthcare cost, Payors are imposing lower
payment rates and negotiting reduced contract ates with service providers an being increasingly selective abou th techologies and procedures they choose (o cover. Payors may adopt policies in
the future resticing access (o medical echnologies like ours andior the procedures performed using such technologie. Therefore, we cannot be certain that the procedures performed with each of
ur products il be rimbursed. There can be no guarantee tha, should w intrduce additional products in the future, payors wil cover those products or the procedures in which they are used.

Effective January 1, 2023, the Medicare physician fee reimbursement for minimally invasive fusion with our ateally placed transfxing iFuse implans, described as Current Procedural
Terminology (“CPT") Code 27279, is $827. Commercial payors generaly s their physician fee relmbursement withreference to Medicare relmbursement rates. We beleve tha some surgeons may
contnue (0 view the Medicare and commercial reimbursement amounts s insufficient for the procecure, given the work effort involved with the procedure,Including the e to diagnose the patient
and obain prior authorizaton from the patient’ health nsure i necessary. We believe that some private payors apply their own coverage policies and crteia inconsistently, and surgeons may not be
able 0 consistently have minimally invaive sacroiliac fusion procedures wilzing lateraly placed transfixing devices approved and covered. The perception by physician tha the reimbursemen for
minimally invasive sacroiliac joint fusion is nsufficient o compensate them fo the work required, including diagnosis, documentation, obaining payor approval for the procedure, and burden on
their office saff, may negatively affect the number of procedures peformed and may therefore adversely affect our evenes.
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“The American Medical Association (AMA) develops and maintains CPT codes that are used by thircparty payors (o determine the amount of reimbursement tht a healdhcare provider and
facilty will receive for a particular service. CPT codes are divided into thre categories: Category I codes represent existing services or procedures that are widely used. Category 11 codes are
supplemental racking codes, and Category I codes are emporary codes that represent new technologies,services, and procedures, A Category I code does not have a payment rate esablished and
reimbursement s at the payor's discreton. CPT Code 27279, which describes minimally-invasive surgcal fusion of the scroilac joint performed with our lateraly placed tansfixin Fuse implants,
isa Category 1 CPT code. As the number of products and surgical procedures o address sacriliac joint dysfuncion has expanded and diversifed. cerain medical Societes requested that the AMA
create addiional codes representing some of these newer, an different procedures uilzing non-ransfixin technologies. In May 202, the AMA CPT Editorial Panel adopted a proposal fo a new
Category Il code to become efective January 1, 2023, describing a ifferent sacroilac joint procedure 10 lace nterposiional, intra-artcular and non-transfixing implants typically using a doral, or
posterior, approach. In September 2032, the AMA CPT Ediorial Pancl subscduently approved a proposal to create anoher Category I racking code to describe the implantation of both latral
transfixing implants, s wel a intr-articular (dorsa, or non-transfxing) implants during the same operative session (“hybrid" sacrolia procedures) effective July 1, 2023; and also voted to convert
the Category I Code to descibe pracedures to implant te nevwer, non-transfixing (dorsaly placed) implani to a Category | Code effetive January 1, 2024.If th levels of rembursement for, and
consistency of coverage associated with, procedues performed wih our medical devices under the existing Category 1 CPT Code decrease s aresull of o in connection with these coding changes, it
could make the procedures n which our implants are used less attzactve t bealthcare professionals, decreasing the number of devices we are able (0 sell and adversely affecting our business,resuls
of operatons and financial conition.

Recent political, economic, and regulatory influences are subjecting the healhcare indusiry o fundamental changes hat can impact coverage and reimbursement rom thi-party payors. We
expect tha the Paient Proection and Affordable Care Act, as amended by the Health Care and Education Reconcilation Actof 2011, s currenly enacted or as it may be amended in the future,and
other healihcare reform measures that may be adopted in the future, could have a material adverse effect on our industry generally and on our abilty o maintain or ncrease sale of our existing
products. CMS budget neutraliy requirements ma impose cuts to the Medicare physician e Schedule, which may be mitigated by acts of Congress or other changes to tegulations. Other federal
Laws, known as budget sequestation, further reduce Medicare’s payments @ providers. Under current legislation,the reduction in Medicare payments will vary from 2% under the Budget Control Act
of 2011 (currenty sec o expire in 2031) to 4% If budget sequesiration i iggered under the Statutory Pay-As-You-Go Act of 2010, These reductions may reduce reimbursement for procedures.
performed using our products, which could potentially negativly impact our evenue, and may reduce providers' revenues o profis, which could affect ther abiliy o putchase new technologies.
Both the federal and scate goverments in the U.S. and foreign govemments continue 1o propose and pass new legislation and tegulations designed (o contain or reduce the cost o healhcare, Such
legislation and regulations may result n decreased reimbursement for medical devices, which may further exacerbate industry-wide pressure (0 reduce the prices charged for medical devices, This
cauld harm our abilty to market ur products and generate sales, which could adversely affect ur business,results of operatons and financialconditin.

Market acceptance of our productsin foreign makets may depend, n part, upon the availabilty of coverage and reimbursement within prevaling healibcare payment systems. Reimbursement
and healthcare payment systems in nternational markets vary significandy by country and include both government.sponsored healthcare and private insurance. We may not obtain addiional
intemarional coverage and reimbursement approvals in a timely manner, fatal, Our failure o receive such approvals would negatively impact marke acceptance of our producis in the nteraional
markets i which those approvals are sought

If healhcare payors reverse decisions t cover minimaly invasive sacroiliac joint fusion exclusively when performed with iFuse and choose to reimburse for procedures performed with
‘competitive products, our market share could decline,adversely affecting our revenues.

As of Decermbe 31, 2022,  significant number of he largest U.S. payors that we track and target have ssued posiive coverage polices covering the patented design of our tiangular IFuse
implants and excluding coverage of other producs that are inended (o fuse the sacollac joint because of the cinical evidence supportng the use of triangular thanium implants and the lack of
linical evidence supportng the use of other products. We believe that payors have adopied these exclusive coverage decisions due to the strengih of our clnical evidence and In part due 1o
recommendations of specialy benefit managers and healthcare technology assessment organizatons. Clinical trals of he type and size necessary o offer evidence of the safety and effcacy of
‘compeing products could be performed and could show that other products for sacroliac jont fusion are a effective as, or more effective than, our uiangular 1Fuse implants. Payors could also.
abandon thir decisions o cover triangolar implants exclusively for other easons.

Healthcare payors which have adopted sactoilia joint fusion coverage policies exclusive 1o thanium tiangular implant could reverse the exclusive nature of ther plicies and allow surgeons
0 use other types of products when performing sacroilac fusion procecures. For example, AIM, a clinical evidence evaluation organization which nfluences Anther, among other payors,
promulgated such a plicy efective September 11, 2022, that i o longer exclusive o tianium triangles, If healthcare payors covering a sigificant mumber of covered livs reverse their policies of
covering minimally invasive sacrllac jont fusion exclusively when performed with tiangular tianium implant, sales of our trangular iFuse implants could decline o fail 0 grow, which could
adversly affectour busines, resuls of operations and finanial conditon.
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Epidemic discases, o the perception of thei effects, may contin to adversely affect our business, financial condition results of perations, or cash flows.

As the COVID-19 global pandemic enters is fourh year, the impact of COVID-19 on aur business remains highly dependent on futue developments, which are uncertain and unpredictabl.
An outbreak of an infectous disease, o an escalation of the COVID-19 pandeic could continue (0 divert medical resoutces toward the treament of tha disease, and negatively affect hospial
admission rates and the decision by patents 1o undergo elective surgery, which could decrease demand for procedures using our implants and cause other disrupions to our business. Business.
distuptions have included, and could continu t0 inclue, disruptions o resrictions on our ability (0 ravel o t distibute our products, government orders suspending the performance of elecive
surgical procedures, inability of our customers to meet thelr financial commitmens due (o irain on the healihcare system, as wel a5 temporary closures of our faciltes or he faciiies of our
suppliers and their Contract manfactures, and a eduction i the business hoursof hospitals and ambulatory surgory centers. Any disruption of our suppliers and thei contract manufacturers oF our
customers ould lkely impact our sales and operating resuls. I addition, a significant outbreak of an infectious disease in the human population could esult in a widespread health crisis that could
adversly affect the cconomies and financial markets of many countries, esulting in an ecanomic downtun that could affect demand for our producs. Any of these events could negatively impact the
Pumber o procedures using our mplants tha ar performed and hae a material adverse effect on our business,financial conditon, resuls of operation, o cash flos,

In aditon, the COVID-19 pandemic has adversely affected, and may continue to adversely affect, the economies and financial markets of many countris, which may reslt n a period of
regional, nationa, and global economic slowdown or regional, nationa, or global recessions that could curtail or delay spending by hospials and affect demand for our products as well s increase.
sisk of customer defaults or delays i payments. These market disruptions could impair our abiliy o rase capital, should our business experience a prolonged period of reduced revenue requiing.
addiional capial o sustain the business. COVID-19 and the current financial, economic, and capital markets environment, and future developments in these and other areas present materal
uncerainty and risk with respect  our performance, financial conditon, esuls of operations, and cash flows. Due 1 the uncertain scope and duration of the pandemnic and uncertain tming of global
recovery and economic normalization, we are unable 0 estimate the ong:term impacts on our operations and financial results.

The existence and f

her duraton of the COVID-19 pandemic may also further exacerbate cerain of th isks described herein.

We may not be abl to convince physicians that our products are atractive alternatves 0 our competitors" products and that our procedures are atracive alternatives 0 existing surgical and
non-surgical treatments for their respective indications.

Surgeons, in consultation with thei patints, lay che primary role in determining the course of treument and, ulimately, any product that will be used in reatment, In ore for us t0 sell ur
products successfuly, we must demonstzate to surgeans through education and training that treatment with iFuse is benefcial, safe, and cost-effective for patients as compared to our competiors”
products. I we are ot successful in demonstrating the meris of our products o surgeons, hei use o our products may decline, dersely affecting our revenues and profabily.

Historically, most spine surgeons did not include an evaluation of the sacroiliac oint in ther diagaostc work-up because they did not have an adequate surgical procedure (0 perform for
patiens diagnosed with sacrofliac jont dysfunction. We believe that educating surgeons and other healthcare professionals abou the clnical merits and patient benefis of JFuse is an important
elemen of building our business. I we fail (0 effectively educate surgeons and other medica professionals, hey may not include a sacoflac jointevaluation a part of ther dagnosis and,as a reslt
those patents may continue to feceive unecessary surgical procedures o only non-surgical treatment,

Surgeons may also hesitate (0 change their medicl reatment practice forother easons, incuding the fllowing:
Ik of experience with minimally invasive procedures;
« perceived abilty risks generally assaciated with the use of new products and procedure;
 costs associate with he purchase of new products; and
 time commitment that may be required for raning.

Furhermore, we believe surgeons il not widely use our products unless they determine, based on experience, clinical data, and published peer-reviewed publicatons, that surgical

intervention provides benefis o i an auactive alterative 1o non-surgical reatments o Sacrolia join dysfuncton. I addition, we believe support of o products reles heavily on long-term data
showing thlr benefits. 1f we are unable (0 provide hat data, surgeons may not use our products. 1 such circumstances, we may not achieve expected sales and may be unable (0 achieve proftability:
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Many patents with sacroilac joint dysfunction are cared for by pain physicians and other interventionaliss, who are generally tained as anesthesilogists or physical medicine and
rehabilation specialss. These physicians often offer a variety of non-surgical and surgicl intrventions to sacroiliac joint dysfuncion parents, including, but not limited to, steroid injectons,
radiofrequency ablation of the nerves serving the sacroilia joint and implantation of neurostimulation devices,allograts, and other products ntended to reat the sacroiliac joint or the pain it can
cause. Our professional education program seeks 0 teach these physicians, and other healh care providers, about the benefits of iFuse, in order 0 prompt these providers o refr their patients with
sacroilia joint dysfunction 10 surgeons who have ben trained (0 perfor the iFuse procedure. These providers may, however, prefer to continue o (reat these patients wit the interventions they
ffer because they feel that these interventions are superior or because they have a financial interst in offeing,additonal treatments o these patins. If we are unable to demonsizat to potental
refrting health care providers the comparative beneftsof {Puse, and we ar therefore unable to promp suficient numbers of these providers (0 refer thei patints with sacrolia jont dysfuncton
for reatment by surgeons rained (o perfor the [Fuse procedure, sales of our iFuse implants could decline or fail 0 grow, which could adversely affct our business, reslts of operations and.
financial condition.

Surgeons and payors may not ind our clinical evidence to be compelling, which could limit our sales and revenue, and or-going and future esearch may prove our products (o be less safe
and effective than currently thought.

“The prodiucts we cuently market in the United States have either received premarke clearance under Section 510() of the United States Federal Food, Drug, and Cosmetic Act (*FDCA”),or
are exemp from premarket review. Those marketed inthe Earopean Union (“EU”) have been the subjec of @ CE.Certiicate of Conformity. The 510(k) clearance process ofthe U.S. Food and Drug.
‘Adminisraton (“FDA")requires s to document that ur product i “substantially equivalent” to another 510(k)-cleared product. The S10(k) process is shorte and typicaly requires the submission
of lesssupporting documenation than other FDA approval processes, such a5 premarket approval (*PMA), and does ot usully requie pre-clinical o clinical studies. As a resul while there re a
umber of published studies relaing t Fuse and minimally invasive sacroilac joint surgery that Support the safty and effeciveness o aur prodicts and the benefitsthey offe, our clinical staies
may lack the size and scope of randomized contrlled clinial tial required to support approval of a PMA. For these reasons, surgeans may be sow to adopt our products, third-party payors may be
Slow o provide coverage, and we may be sublect (0 greater regulatory and product iabilty rsks. Further, future patient studies o clinical experience may indicate that reatment wth our products
docs not improve parent outcomes. Such reults would slow the adopion of our products by surgeons,significantly reduce our ability to achieve expected sales, and could prevent us from achieving,
profiabiliy.

Pricing pressure from our competitors, changes in third-party coverage and reimbursement, healthcare provider consolidation, payor consolidation and the presence of “physician-owned
disributorships” may impact our abliy to sell our product a prices niecessary o support our current business strategies.

1 compeive forces drive down the prces we are abe to charge for our product, our profit margins will shrnk, which wil adversely affect ou abiliy o invest in and maintain and grow our
market share. The sacrolia join fusion market has atracted numerous new companies and technologies. As @ result of his increased competition, we beleve there will be continuing increased
pricing pressure,resultin in lower g7oss margins, with respect o ur produce

Even (0 the extent our product and procedures using our product are currently covered and rembursed by third-party private and publc payors, adverse changes in coverage and rembursement
policies thataffect our products, discounts, and number of implant used may also drive our prices and revenue down and harm our ability o market and sll ur products.

‘Consolidation in the healthcare industry, incluing boih third-pary payors and healthcare providers, could lead to demands fr price concessions or 0 the exclusion of some suppliers from.
cerain of our markets, which could have an advers effect o our busines, esults of operations, or financial condition. Because healthcare costs have isen sigificantly over the past several years,
umerous iniiatives and reforms iniated by legislatos,regulators,and third-arty payors to curh these costs have esulted in a consolidation tend in the healthcare indusiry o aggregate purchising,
power. As the healtheare industry consolidaes, competition to provide products nd services to industey paricipants has become and wil continue o become more intens. This n tur has resulied
and will likely continue o resul In greater pricing pressures and the exclusion o certain suppliers from Important marke segments s group putchasing organizations, independent delivery networks,
and large single accounts continue (0 use their market power to consolidate purchasing decisions for hospitals. We expect that market demand, government regulation, third-party coverage, and
reimbursement polices and societa pressures will ontinue 0 change the worlduwide healbcare industry, resulting in further business consolidations and allances among our customers, which may
reduce competiion, exert further dovnwiard pressure on the prics of our products, and adversely impact our business, results of operations, or financial condition. AS we continue to expand into
imternational markets, we will face similarrisks relating to adverse changes in coverage and reimbursement procedures and poicies i those markets.
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Practic trends or other factors, including the COVID-19 pandeic have caused, and may continue (0 cause, procedures o shift from the hospital environment o ambulatory surgical centers,
or ASCs, where pressure on the prices o our products s generally more acute.

W anticipat that more outpatient eligible procedures will be peformed in ASCs a5 a cost control measure withinthe healare system. This shit accelerated during the COVID-19 panderic,
and we expect it to continue because ASCs are generally a more economically favorable site of service, and surgeons performing the procedues sometimes have ownership intrests in the ASC.
Because ASC facilty fee reimbursement i typically less than facilty fee reimbursement fo hospitals and due 0 surgeons” economic nterest in ASCs, we typically experience more pressure on the
pricing of our products by ASC than by hospials, an the average price for which we sll our products 10 ASC i less than the average prices we charge to hospial. In additon, some surgeons may
choose (0 use fewer implants due o ther nteret in th profiabilty of the ASC. An accelerted shif of procedures using our products (0 ASCs could adversely Impact the average seling prices of
ur products and our revenes could suffer s a result

We operate in a very compeitive business environment and if we are unable to compete successfully against our existing or potential competitors, our sales and operating results may be
adversely affected.

Our currendly marketed productsare, and any future products we commercialize willikely b, subject to ntense competiion. Our field i subject to apid change and is highly sensicive 0 the.
troduction of new products or ocher market activites of industry paticipants. Our abiliy o compete successfully will depend on our abiliy o develop proprieary products that reach the market in
a imely manner,receive adequate coverage and reimbursement from third-party payors, and are viewed as safer less invasive, and more ffectve than aliemativs avalable for similr purposes as
demonstated in’ peer-reviewed clinical publicatons. Because of the size of the potential market, other companies have dedicated, and likely will continue t0 dedicate, significant resources to
developing competing products.

“The number of compeitors that we are ware of marketing sacroiliac ot fusion products in the United States has grown since 2008, Some of our curent and potential competitors are major
medical device companies that have substantially greater financial, technical, and marketing resources than we do, and they may succeed in developing products that would render our products
obsolete or noncompeiive. In addition, many of these competitors have significantly longer operating history and more established reputations than we do. Some of these companies sella broad
it of products thatcan b used together in the operating room in order t faciltate surgery, such as surgica imaing, navigation and robotic systems,or a large number of implans itende o treat
different conditions affecting the spine and pelvi. The abilty of these compettors to sel these products together or as part of larger purchasing arrangements may put us at 3 disadvantage. In
addition, if these compettors use technology, contract, o Inellectual property measures o limic or eliminate the compatlbility of ther surgica imaging, navigation and robotic systems with o
products, sales of our products could declin or fal 0 grow, which could adversely affect our business and resuts of operations.

1 the United States, we beleve that our primary competitors marketing implaniable devices currently are Globus Medical, Inc. and Medronic plc. Our primary compeitors in Europe are
Globus Medical, Inc. and SIGNUS Medizintechnik GmibH. At any time, these or othe industy patiipants may develop alernative treatment, products or procedures for he treatment of the
sacrolia joint that compete directy or indirectly sith our products. They may also develop and paten processes or products earier than we can, or obtain domestic and interational regulaory
clearances or approvals and CE Certficaes of Conformity for compeing products in the European Economic Area (“EEA”), mare rapil than we can, which could impaic ou abilly o develop and
‘commercialize similar processes or prodcts. If alemative treatments are, o are perceived to be, superior o our products, sals of our products and our resuls of peratons could be negarively
atfected.

New participants have increasingly entered the medical device indusiry. Many of these new competitorsspecialze i a speific product or focus on a paticular market segment, making it more
difficul for us o increase our overall market position. The frequent introduction by compettrs of products that are or clai to be superior t0 our current or planed future products may make it
difficul 10 lifferentiate the benefits of our products e competing, products. n additon, the enzy of molple new products and compettors ay lead some of our competitors to employ pricing.
srategies that could adversely affectthepricing of our products and pricing Inthe market generaly.

In aditon, a mumber of companies sellng allograft implants for use by a varity of physicians have collectively become a much lager presence in our market. If customers view allograft
mplants and ou products as interchangeable, we isk increased pricing pressure on our products, It s unclear how the creation of the Category 11 code for tese procedures effective January 1, 2023,
andthe conversion of the Category 11l Code t0  Category | Code effective January 1, 2024, will impac the market for these products and procedures.

s a resul, without the timely introduction of new products and enhancements, ou products may become obsolete over me. If we are unable to develop innovative new products, maintain

‘competiive pricing, an offer procicts hat surgeons and other physicians perceive o be as reliable as those of our competitors, our market share or product margins could decrease, thereby harming.
our business
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We ar highly dependent on revenue from the ale of a single family of products focused an procedaures, the goa of hic is o stablize and fuse the sacoflia joi
ofproductsand singl family of procedares couldnegatvely affectour results of peratons and financiol condion

Reliance on a single family

Substandaly all of our revenue comes from the sale of iFuse,iFuse-3D, iFuse-TORQ, and iFuse Bedrock Granite implants, and relted tools and nstruments. Therefore, we are dependent on
widespread market adopiion of iFuse and we will continue to b dependent on the success of i single product famil for some time. There can be no assurance that iFuse wil maintain a substantial
deree of market acceptance among surgeons, paients or healthcare providers. Our failre to successfully grow the market for Fuse and increase our share within that market or any other cvent
impeding our ability to sell {Fuse,could adversely affect our resuls of operations, financial condiion and continuing operaions

Ifclinical experience with our iFuse Bedrock technique o iFuse Bedrock Granite does notresult n positive outcomes or patients, or if clinicalial involving the use o iFuse Bedrock and/or
iFuse Bedrock Granite ail o show meaningful paient benefi, sales of our iFuse, iFuse-3D, iFuse-TORQ andor iFuse Bedrock Granite implants could be adversely impaced.

In November 2018, we introduced our 1Fuse Bedrock technique, in which spine surgeons place iFuse rangular implants across the sactoliac ot using a different surgical approach (0 treat
sacroliac joint dysfunction atthe same time they are fusing multiple leves of th spine above and affxing those spinal fusion devices to the pelvis. In April 2019, the FDA cleared promorion of
iFuse Bedrock for a broader and more general purpose, @ provide additonal sability and immobilzation of the sacriliac joint in connection with a thoracolumbar fusion procedure. In May 2022, we
introduced iFuse Bedrock Granite, an implant which fuses th sacrollac joint and atiaches o the rods placed in & muli-segment spinal fusion construct, and which is used in substantally siilar
procedures as the Fuse Becrock technique. To date, clnical experience with the {Fuse Bedock technigue and with iPuse Bedrock Granit is limited and we have yet 10 complete a clincal trial to
evaluate th iFuse Bedrock technique or the iFuse Bedrock Granite implant. Surgeons do not know if the additon of acroiliac fusion devices o the implants s to fuse multiple levels of the lumbar
spine will reslt in patient benefit If surgeons' clinical experience with our implan in these procedures is not posiive, or f our clinical trials do not show meaningful benefis o the paients
undergoing his proceciure,sale of ou {Fuse implants fo this indication could be adversely impaced, which could negatively afect our operations and financial conditon.

1f we are unable to maintain our network of diect salesrepresentatives and thiy

partydistributors, we may not b able o generate anticipated sale.

As of December 31, 2022, our UsS. sals force consisted of 88 teritory sales managers and 73 clinical support speciaists directly employed by us and 10 thirc-party disibutors. As of
December 31, 2022, our nternational sales force consistd of 18 sals representatives directly employed by us and 30 exclusive third-party distrbutors, which together have had sales in 38 countries
through Decermber 31, 2022. Our operatng resuls are lreetly dependent upon the sales and marketing efforts of both ourdirct sales force and of ur third-party disrbutors

s we launch new products and increase our marketng efforts it respect 0 existing product, we il need (0 expand the reach of our marketing and sales networks. Our fuure success will
depend largely on our abilty to continue (o hire, rain, reain and morivate skiled diret sales representaves and third-party distributors with signficant technical knowledge i various aras, such as
spine and pelvic healh and treatment. Net hires require training and take time t achieve ful productivity. 1 we fail  train new hires adequately,orif we experience high turnover in our sles force.
i the future, we cannot b certain that new hires will become s productive as may be necessary to maintain o incease our sales. 1 a direct sales representaive o third-party distibutor departs and
s retained by one of our competitors, we may be unable o preventthem rom helping competiors solicit busines from our existng customers, which could further adversely affectour sals. The
Jauncl of new products or entrance ino new markets could ditract our ales representatves from exising customers and markets and rdirect resources {rom exising 0 novel market, Furthermore,
any such change alfects our abilty ta hie, contract with and retain members of our dirct sales force and third-party istibutors. Because of the Itense competon for thelr Services, we may be.
‘unable 0 recuit or retin additional qualified third-party dissibutors or (0 hire additonal direct sales representaives 10 work with us. Furhermore, we may not b able  enter nto agreements with
them on favorable or commercially reasonable terms, f at al. Filure (0 hire or reain qualifed direct sales representatives o thirc-party distributors would prevent us from expanding our business.
and generating sales I our direct sales representatives o tird-party distibutors fail to adequately promote, market and sellour producs or decide to eave or cease o do business with us, our sales
could significantly decrease

1 we are unable  expand our sales and marketing capabiliis domestically and Intenationaly, we may ot be able o effecively commercialze our products, which would adversely affect
ur business,resulisof operatons, and financial condiion
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Our business could sufer if we lose theservices of ke members of our senior management, key advisors or personnel.

W are dependent upon the continued services of key members of our senior management and a limited number of Key adisors and personnel. The los of members of our senior managemment
team, key advisor or personnel, or our inability to aitact or retain other qualified personnel or advisor, could have a material adverse effect on our business, esuls of operations, and financial
conditon. We do not malntain *key person” insurance for any of our executives or employees. In addition, several of the members of our execulive management team are ot subject (0 non-
competiton agreements tha tetrictthei abily to compete with us. Accordingly, he adverse effect resulting from the los of certain executives could be compounded by our inability o prevent
them from competing with us.

Our businessis ighly reliant on a base of skilled employees, including those serving in engineering, nformation technology, operational, strategic marketing and sales functions. Man of
these employees have developed specialized skl which are valuable within the medical device and lfe sciences indusiry, and, in Some case, in  broader varity of industries. Competition for
silled employees is significant, and some of the labor markets we compete In have experienced tightening in the pas year. In additon, ates of employee tmover have Increased among our
employees, consisient with the raies experienced by other companies in thee industrcs I these conditons persist, we could experience futher wmover among our employees which could become
dificult and more cosly 0 manage, adversely impacting our resuls of operation. Sustained pressure in thes abor markets could also cause prevailing wages (0 rise, which could adversely impact
our business,resultsof operaton and financial condition.

I use of our products results

their sales.

adverse events, this may require them t0 b taken off the marked, require them (0 include safety warnings or therwise I
Unforeseen adverse events related to our products could aris eiche during clinical development o, if clared, approved, o subject o CE Certifcate of Conformity, afer the product has been
marketed. In clinical reseatch,the most common adverse exen relate 0 our implant was le pai resuling from misplacement. The most common adverse event for our implant procedure has been

minor wound infections. Additional adverse effects from Fuse or any of our other products could arise eithe during clinial development o, if approved, cleared, or subjct 19 CE Certficate of
Conformiy, after the product has been marketed

1 e o others ater idenify adverse events caused by our produces:

« sales of the product may decrease signficanty, and we may not achieve the anticipated market share;

+ regultory autharites or our Notified Body may require changes to the labeling of our product, This may include the additon of labeling sttemens, specific warnings, and
contraindications and issuing fild alerts o physicians and patients;

+ we may be required to change Instructions regarding the way the product is implanted or conduct additonal clinical tials;
+ we may be subject 1o linitatons on how we may promate the product;

+ regulatory uthorites may require s o temporarly or permaneily take our spproved product off the marketor to conduct ether field safety corrective actions;
+ we may be required to molify our product;

+ we may be subject 0 ltgation finesor product iabilty claims; and

+ our reputation may suffer

Any of these events could prevent us from achieving or mainaining market acceptance of the affected product or could substantially ncrease commercalization costs and expenses, which in
um could delay or prevent us from generaing significant revene from the sle of ot produces.

Unfavorable media reports or other negative publcity concerning both alleged improper methods of tissue recovery from donors and disease transmission from donated tisue could
widespread acceptance of some of our products.

‘We introduced iFuse Bone, an implantable bone product manufactured from stellized recovered cadaveric bone tssue, o meet the demand of some of our surgeon cusiomers  use implaniable
bone products to support and augment the patients own bone tissue n orthopedic procedures. Unfavaorable reports of improper or llegal issue recovery practices, both n the United States and
imtenationally, as wel as incidents of improperly processed tissue leading o the transmission of iscase, may alfect the rate of future issue donation and market acceptance of technologies
incorporating human tissue. In aliton, negative publcity could cause the families of potential donrs to become reluctant o donate issue o for-profit tssue processors. These reports could have a
negatve effect on sales of iFuse Bone.
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Various factors outside our direct ontrol may adversely affect manufacturing, teilization, and distributon of our products.
“The manufacture, sterilization, and distribution of our products is challenging, Changes that our suppliers may make outside the purview of our direct control can have an impact on our
processes, auliy of o prodcts, andthesicesuldelvery o prodcts (0 o customers. Mishesand mishandig re nd uncommon and ca affectspply and delvery. Some f thes sk
+ failue to complet serilzation on time orin compliance with th required regulatoy standards;
+ wansporation and import and export isk;
+ delays in analytical results or falure of analytical techniques that we depend on for quality control and release of produces;
+ large-scale epidemics of communicable diseases such as COVID-19;
« supply chaln disruptons, ncluding those caused by material and labor supply shortages in the wake of COVID-19;

+ natural disasers, labor disputes, financial distress, raw material availabil
‘manufacturers o supplirs; and

1 issues with faclies and equipment, or other forms of distuption o business operations affecting our

. latentdofects that may become apparent afor products have en released and that may resul in a recallor fild safety corretive action with respect o such products.
I any ofthese risks were to materalze, ou abiliy 10 provide our products  customers on a imely basis could be adversely impacted.

We are dependent on a limited mumber of third-party suppliers, some of them single-source nd some of them in sngle locations, for most of our products and components, and theloss o any of
these suppliers, orthei inabilty t provide us with an adequate supply of materials n a imely and cost-ffective manner, could materially adversely affect our business.

‘We el on third-paty suppliers 1o manufacture and supply substantially allof our prodicts. For us t be successul, ur suppliers must e able to provide us wih products and components in
substantial quanites, in compliance with regulatory requirements, in accordance with agreed upon specifications, at acceptable prices, and on a timely basis. We do not have long-term supply
contracts for some of our supplies, and n some cases, even where we do have agreements i place, we purchase important pars of the {Fuse Implant System, including our implants, from a single
supplier Therefore, we cannot assure investors that we il b able 0 obtan suffcient quanitiesof product n th futre,

In aditon, future growth could strain the abilty of our supplies to delver products, materals, and components. Suppliers often experience difficulties n scaling up producion, including
financial isues, or problems with production yields and qualty control and assurance. For example, from time (0 time, we have experienced certain delays and may experience delays from our
supplers inthe future.

‘We generally use a small number of supplers for our nstruments and currenly ely on RMS for Fuse-30 implants and Orchid or Fuse implants. Our dependence on such a limited number of
suppliers exposes us o risks, including, amons othe things:

+ third-pary contract manufactuers or supplies may fal o comply wih regulatory requirements or make erors in manufacturing thatcould negatvely affect the safety or effectiveness of
our produces or cause delays in shipments of our producs;

+ thied-party contract manufacturers or suppliers may fal 0 maintin good manufacturing practices,leading 1o quality control problems or regulatory fndings that could cause disruptions in
their manufacturing processes and lead to delays n shipments of our podcts;

+ e or our third-party manufacturrs and suppliers may not be abl Lo respand ta unanticipated changes in customer orders, and If orders do not match forecasts, we or our suppliers may
have excess o Inadequate inventory of materals and components;

e ar our thind-party manufactures and suppliers may be subject 0 price Mluctuatians due 0. Jack oflong-term supply arrangements for key components;

e or our third-party manufacurers and suppliers may lose access 1o critcal services, raw materals and component, or experience sgrificant delays in obtal
sterruption i the manufacture, assemnbly and shipment of our systen

i therm, resulting in an
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+ we or our third-party manufacturrs could experience plant closures due 1o local epidernics of communicable disease, such as COVID-19, o local utbreaks of such diseases amon their
workforce, thereby shutering a plant i which our products are manufactured;

e may experience delays indelivery by our third-arty manufacturers and suppliers due o chanes in demand from us or ther ther customers;

+ fluctuations in demand for products that our hird-party manufacturers and suppliers manufacture fo others may affect thei abliy or illingness to deliver componens (0 usin a timely

« ourthird-party manufacturers and suppliers may wish t discontinue supplying compoents o services t us for isk management reasons;

+ we may notbe able 10 find new or alterative companents or reconfigure our system and manufacturing processes 1 a dimely manner if the necessary components become unavailable;
and

+ ourthird-party manufacturers and suppliers may encounte financial hardships unvelated to our demand, which could inhibt thei abiliy o ulfil ou orders and meet our requiremens.

1 any one or more of these rsks materialize, it could signficanty increase our costs an impact our ability o mee demand for our products and to launch new product. I we are unable (0
satisty commercial demand for out system n a timely manier, our ability 0 generate revenue would be impalred, market acceptance of our products could be adversely affected, and customers may.
nstead purchase or use our competitors” products. Additonally, we could b forced toseck altemative sources of supply.

Inaddition, most of our supply and manufacturing agreements do not have minimum manufactuing or purchase oblgations. As such,with many of our supplirs,we have o obligation to buy
any given quantity of products, an the suppliers have o obligation (o sell s or 1o manufacture for us any given quantity of components or products. As a result, our ablity 1o purchase adequate
‘quanites of components o our products may be limited and e may not b able to convince suppliers to make components and products avalable o us in some instances. Our suppliers may alsa
encounter problems that it thir abilly to supply components or manufacture products for s, including financial diffculis, damage o their manufacturing equipment or failis, product
discontinuations or adverse indings i quality audits. A a reul, there i a is that certain components could be discontinued and no longer avalabl t0 us. We may be required to make signficant
“last time” purchases of component inventory that is being discortinue by the supplie to ensure supply condinuity. If we fal o obain sufficient quantiies of high quality components o meet
demand for our products in a timely manner o on terms acceptable o us, we would have (o seek aiemaive sources of supply. Securing a replacement third-party manufacture or supplir could be.
ificul. The intoduction of new o aliemnative manufactrers or suppliersalso may require design changes o our Fuse system that are subject to domestic and interational regulatory clearances or
approvals and the review of our Notfied Body.

Because o the nature of our internal quality control requirements,regulatory requirements, and the custom and proprietary nature of the part, we may not be able o quickly engage additional
or replacement supplers for many of our ritical components. We may als be required 10 assess any potental new manufacturer’s compliance with al applicable regulations and guldelines, which
could furthe impede our ailty o manufacture our products in a timely marner. As  result, we could incur inreased producion costs, experience delays i deliveries of our producs,suffe damage
0 our reputation, and experience an adverse effect o our business and financial result. Failure of any of our third-parey suppliers to meet our product demand level would limitour abliy 1o meet
our sales commitments o our customers and could have a materil adverse ffect o ur business.

‘We may also hav difficulty obaining similar components from other supplirs that are acceptable o the FDA, our Notfied Body and the competent authoriies i the countres o the EEA, or
other foreign regulatory authorites, and the falure of our suppliers o comply with siicly enforced regulatory requirements could expose u {0 elays i bfaining clearances or approvals, regulatory.
action including wamning Jeters, product recals, termination of distrbution, product seizures, civil, administrative, or criminal penaltes and the suspension, vriation, or withdrawal of our CE
Centficate of Conformity. We could incur delays while we locate and engage qualifed alemaive suppliers, and we may be unable o engage alternative supplirs on favorable terms or at all. Any-
such disruption o increased expenses could harm our commercalization effort and adversely affect our abiliy 1o generae sales

Inaddiion, each of our tird-party supplers operats a a failty ina single location and substandially al of aur nventory of companent supplies and finshed goods is eld at these locations. A
Tocal outbreak of COVID-19 cases, vandalism, terrrism, or & natual or othe disastr, such as an earthquake, fir, or lood, could damage or destroy equipment or our inventory of component
supplies or fnished products, cause substanial delays n our operations, esult n the los of key information, and cause us o incur additfonal expenses. Our nsurance may not cover our losses n any.
particular case. In additon,regardless of the levl of insurance coverage, damag 1o our o our suppliers” faciltes could harm our business, fnancial condiion, an operating resuls.
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We may encounter problems or delays in the assembly of our products or fail to meet certain regulatory requirements which could result in an adverse effect on our business and financial
results.

To become profitable we must assemble our products in adequate quanites in compliance with regulatory requirements and at an acceptable cost. Increasing our capa
ur products will require s 0 improve interal eficiencies. We may encounter a number of difficulies i inceasing our assembly and testing capachy, including:

iy to assemble and tst

+ managing poduction yields;
+ maintaining quality control and assurance;

+ providing component and service aailabilt;

- maintaining adequatecontrol polices nd procedures;
+ biing and reaning quliied personnel; and

+ complying with sat,federal, and foreign regulations.

1 we are unable to satsfy commercial demand for our products due to our inability 1o assemble and est, our bilty 1o generate revenue would be impaired, market acceptance of our products
could be adversly affected and customers may instead purchase or use our competitors’ products.

1 we do notenhance and broaden our productofferings through our research and development fforts, we may be unable o compet effectively.

I order to increase our market share in the sacroiliacjoin fusion and relted markets, we must enhance and broaden our product offrings i response to customer demands and compettive
pressures and technologies. We might not be able to successfuly develop, obain domestic and internatonal regulatoy clearances or approvals, or CE Cerifcates of Conformity fo, o market new
products, and our future products might no be acceped by the surgeons o the third-party payors who reimburse for many of the procedures performed with our products. The sucess of ny new
product ffering o enhancement 10 an existing product will depend on numerous factors, including our abily t:

+ propery idensity and andcpate surgeon and patint needs;
« develop and nirodce new products orproucteshancements i atimely marner;

+ createsufficent prdtuct iffrentiation t expand overall markes share and minimize cannibalizationof exising product markets;
- adequately protet ur inelectualpropery and avoid nfinging upon theintelecualproperty rightsof tirdparties;

+ demonstat the safety an effctveness of s producis: and

« obtan the necessary domestic and intermational regulatory clearances or approvals and CE Certificates of Conformity for new products or product enhancemerns,

1 we do not develop and obiain domestic and inernational regulatory clearances or approvals and CE Certficates of Conformity for new products or product enhancements in Gme (0 meet
market demand, or if here is insuffcient demand for these products or enhancements, our business could be adversely affected. Our research and development efforts may require a substanial
investment of time and resources before we are adequately able to determine the commercial viability of a new produc, technology, materal, or other innovation. [n some case, following
successful product development effor, we may need (0 invest substantial resources n surgical nstrumentation and mplant inventory, prior (o launch of the product, and before we understand the.
demand for such product. 1 we overestimate the demand for such products and invest oo heavily i inventory to support the product lne, the additonal revenue and product margins may not
produce a posiive retur on such investments, which could cause our financil results to suffer. In adlition, even if e are abl to successfully develop enbancemens o new generations o our
products, these enhancements or new generatlons of products may not produce sales i excess of the costs of development and they may be quickly rendered obsolete by changing customer
preferences or the introduction by our compediors of products embodying new technologies o features
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We are required to maintain adequate level of inventory, th falure of which could consume our resources and reduce our cash flows.

As a result of the e to maintain adequate levels of inventory, we are subject 1o therisk of inventory obsolescence. Many of our products come in ses, which feature compones in  variety
of sizes o that the implant or device may be chosen for size based o he patien's needs, I order o market our products effectvely, we often maintain and provide surgeons and hospitals with back-
up products and products of different sizes. For each surgery, fewer than allof the components of the set are used, and threfore cerain portions of the et may become obsolete before they can be
used. I addidon, as we introduce new implants and instruments with the same intended uses as exising product, the older products may fall ut of (avor with ou custamers, causing thern 0 become
absolete, In the event tha a substantial porion of aur inventory becomes obsolet, it could have a material adverse effect on our canings and cash flows due to the resuting costs asociated with the
inventory impalment charges and costs requied to replace such inventory.

The sze and future growth in the market for our iFuse products has not been established with precision and may be smaller than we estimate, possibly matrially In addition, we estimate cost
savings o the economy and healdhcare system as a result of the iFuse procedure based on our market research. If our estimates and projections overestimate the size of this market or these.
enefits and cost savings, our sales growth may be adversely affectd.

‘We are not aware of an independent third-party study that reliably reports the potential market sze for our [Fuse products or cost savings as @ resll of the iFuse procedure. Therefore, our
estimates of he size and potenial for fuure grovih in the market for bur Fuse producs, costsavings (o patients, the healthare system and the economy overal from s us, and the number of
people currently suffering from lower back pain who may benefi from and be amenable (o our iFuse procedure, is based on a number of intemal and third-party stdies, surveys, reports, and
estimates. While we believe these factors have historically provided and may continue (o provide us with effective tols i esimaing the (0l marke for our {Fuse products and procedures and
health cost savings, these estimates may it be correct and the conditions supporting our estimates may change at any time, thereby redcing the predictve accuracy of these underlying factor. The
actual incidence of lower back pain, and the actual demand for ur products or competive products, could difer materially from our projections If our assumptions and estimates are incorrect. As a
resll,our estmates ofthe size and future growth n the marke for our IFuse products may prove o be Incortect. I dditlon, actual health costsavings t the healhcare system a a resul of the Fuse
procedure may materially diffr from those e expect. I the acual numbser of people with lower back pain who would benefit from our iFuse products an the size and fuure growth in the market
for iFuse products and relted costs savings t the healhcare system is smalle than e have estimated, it may impar our sales growth and have an adverse impact o our business.

Our results of operations could sufer if we are unable to manage our international b

iness efectively.

Expansion int international markets i an element of our business strategy and involses risk. The sale and shipment of our products across interational borders, s well a5 the purchase of
‘components and products from ntemational source, subject us (0 extensive U.S. and foreign govemmental trade, import, and export and customs regulations and laws. Compliance wih these.
regulations and laws i costy and exposes us o penaltes for non-compliance. Other aws and regulations that can significanly affect us include various antr-bribery laws, ncluding the U.S. Foreign
Corrupt Practces Act (FCPA"), and the United Kingdom Bribery Act (*UKBA™), ani-boycort aws, anti-money laundering laws, an regulations elting 0 economic sanctions imposed by the U,
including the Offic of Foreign Asset Control of the U.S. Treasury. Any failure to comply with applicable lgal and regulatory obligations n the LS. o broad could adversely affec us in a variety
of ways thatinclude, but are not limited o, signifcant crimina, civil and administeative penaldes, including imprisonment of ndividuals,fines and penaltics, denal of export privileges, seizure of
shipments and restictions on certain business acuvides. Also, the failue to comply with applicable legal and regulatory obligarlons could result n the disruption of our disubution and sales
actviies.

Inaddition,some of the counties i which e sell o plan 0 sellour poductsare, t some degree,subject 10 various isks, including;

+ exposure o different legal and regulatory standards;

+ lack of stringent protec

o of itellecual propety;
+ nabilty of theocalhesthcaresysem o sbsorprices for ur product hat ol enable ou busines © become profiabe n thse markets;

+ obtacle 0 abaiing doesican freig expor,impor, and e governmental aprovals, peris, and lcenses and compliance with forcig laws:
- potentiallyadverse tax conseqences anthe compleite of forign value-aded tax systems;

+ adverse changes intarffs and tade restrctions;
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« lmitations on the reparation ofcamings;

+ dificuliesinstafing and managing forcign operatons;

« nsufficien number of patents equiing pocedoresthat use our products;

- ansporcaton delays and dificulis of managing nternatonaldistbution channels;

+ tonger collection periods and dffcuie n collctng receivables from oreg eniis;
+ increased fnancng costs;

+ currency risks;and

« politcal, social, and economic instability and increased securiy concerns.

‘These risks may limit or disrupt our expansion, restic the movement of funds or result in the deprivation of contractual rghts or the taking of property by nationlization or expropriation
without fai compensation.

‘Our successful conduct of our international business depends, in part, on our abilty o develop and implement poliies and srategis tha ar effective in anticipating and managing these and
otherrisks in the countries n which we plan o do business. Failure o manage these and oher isks may have a materia adverse efect on our operations i any particular country and on our business
asa whole,

I the future our products may become obsolete which would negatvely affect perations and financial condition.

“The medical device industryis characterzed by rapid and significant change. There can be no assurance tha other companies wil na succeed in developing or marketing devices, and producis
tha are more effective than our iFuse system or that would render the iFuse system obsolete or noncompetive. Additionaly, new surgical procedure, medications and other therapies could be
developed that replace or reduce the importance of our product. Accordingly, our success will depend in part o our abilt 1o respond quickly o changes n technology and th practice of medicine.
through the development and intrduction of e producs. Product development involves a high degree o sk and there can be no assurance that ur ew product development fforts will result in
any commercially successful poducts,
1f we experience significant disruptions in our information technology systems, our business, resuls of operations, and financial conditon could be adversely affected.

The eficient operation of our business depends on our information technology systems. We rely on our nformation technology systems o effectvely manage:

« sales and marketing, accounting, and financial functlons;

+ customer relationship managemen;

« invemtory managemens;

+ compliance and regulatory reporting requirements;

+ engincering and product development sks; and

+ ourresearch and developmen data

‘Ourinformation technology systems are vulnerable o damage or nterrupion from:

+ canthquakes, irs, loods, and other naural isasters;

+ terrorist attacks and attacks by computer vinses or hackers o internalor external beaches of o cybersecurity;

+ power losses; and

+ computer sysems, ntemet,telecommunicatons, or datanecwork falures.

“The failure of our informarion technology systems to perform as we anticipate or our fallure to effecively implement new systems could disrupt our enire operaton and could result in
decreased sales, increased overhead costs,excess inventory and product
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shortages, and legal labilly ssues, al of which could have a materal adverseeffect on aur reputation, business,resulsof operations, and fnancial conditon

Like other public companies, we have in the pas, and i the future could be subject t instances of phishing attacks on our emai systems, other cyber-attacks, industral espionage, insider
hreats, compuer denial-of-service atacks, compuer viruss, ransomware and other malware, wire fraud or other cyber incidents. The techiques used to obtain unauthorizd access, of 0 sabotage
systems, are becoming more sophisicatd, frequent an adaptive, and therfore we may be unable to anticpate hese techniques.of o implemen adequate preventative measures. Any securty breach
could resul in:the unauthorized pubication of our confidential business or proprietary nformation; the unauthorized release of employee, customer o vendor data and payment nformation;  loss of
canfdence by our customers; damage to our reputation; 4 disrupton to our business; ligaton and legal libilty and a negative impact on our futre sale. In adliton, the cost i operational
cansequences of implementing further data protection o data restoration measures could be significant,

I adition, e accept payments for many of our sales through credit card ransactions, which are handled through third-party payment processors. As @ resul, we are subjet 10 @ number of
isks olaed 10 crodit car payments. As  result of these ransactions, we pay inerchange and oher fees, which may increase over time and could require s o @ther ncrease he prices we charge for
ur products or experience an increase In our costs and expenses. In addition, as part of he payment processing process, we transmit our customers” credic card information (0 0ur hid-pary payment
processor. We may In the future become subject 10 lawsults of other proceedings for purportedly fraudulent wansactions arising out of the actual or alleged theft of our customers’ credic card
information i the securty o our third-paty credit card payment processors are breached. We and our third-party creditcard payment processors are aso subject to payment crd associaton operating
rules, cerfication requirements and rules governing electronic funds transfers, which could change or b reinterprted 0 make it diffcult or impossible for us to comply. If we or our hird-party
creditcard payment processors fal 0 comply with these rules or requiremens, we may be sublect 1o fines and igher ransaction fees and lose our abilt 0 accept credit card payments from our
customers, and thre may be an adverse impact o our business.

We may seek to grow our business through acquisitions o or investments in new or complementary businesses, products or echnologies, and the failure o manage acquisiions or investments,
or the faiure 0 integrate them with our existing business,could have a material adverse effecton us.

From time (o time, we expect to consider opportunites to acquire or make investments in other technologies, producs, and businesses that may enhance our capabilitie, complement our
current products, or expand the breadih of our markets o customer base. Potential and completed acquisitons and sfateic investments involve numerous risks,incluing

- problems assimilain the puchasd technologies,products,orbusinessoperations;

. ssues mlntining uniforn standands, procedare,controls, and police;

+ unanicipated cossand lailiesassociaed it acavistions;

- diverson of management'satenton fom our core business;

- adverse ffcts o exstingbusinessrelationships withsupplies and cusomers;

. isks assocated wit eteing e marketsin which e havelimited orno experience

- poteniat los of ey employeesofacquired businesses;and

+ increaed legaland sccouning complance coss.

We have o current commitments with respect o any aequision or invesiment. We do ot know if we will b able to idnify acqisidons we deem sfabl, whether we will b able o
successflly complete any such cquiiton on avorable terms o at l, o whether we il b sbe o successuly tegrate any acquired usinss, poduct, o technology into ou busines o etain
ny ey prsonnel, supplers,or ditbutors, Our abilhy o sucessfully groe through acquisitons depends upon ou abily 10 ideniy, negoiat, omplei, and nlegrate sutabl arget bsinesses

‘and 10 obtain any ecessry financing, These efforts could be expensive and e consuming, and may disrupt our ongoing business and prevent management from focusing on our operatons. 1 we
are unable 0 successfully inegrate any acquired businesses, products, o technologies effectively, ou business, resultsof operaions, and inancial condition will be materialy adversely affected.
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We may enter int collaborations, inlicensing arrangements,joint ventures, strategic alliances, or partnerships with hird-parties that may not esult in the development of commercilly viable
products or the generation of sgnificant future revenue.

I the ordinary course of our business, we may enter ito collaborations, in-icensing arrangements, joint ventures, stategic allances, partnerships, or other arrangemens to develop products
and o pursue new markets. Propsing, negoiiating, and implementing collaborations, in-icensing arrangemens, joint ventures, srategic allances, o partnerships may be 2 lengthy and complex
process. Other companies, ncluding those with substantaly geeate financial, marketing, sales,technology, or oher business resources, may compete with u for these opportunitis of arrangerments.
‘We may not identif, secue, or complete any such ransactions or rrangements in a tmely manner, on a cost-effective basis, on acceptable terms or at all. We have limied insitutional knowledge
and experience with respec to these business development activiie, and we may also not realize the anicipated benefis of any such transaction or arrangement. n partcular, these collaborations.
may not result n the development of products that achieve commecial success or result n sigaificant revenue and could be teminated prfor o developing any products.

Addiionaly, we may ot be i a position to exercise sole decision-making aulhority regarding the ransaction or armangemnen, which could create the potential isk of creating impasses on
decisions, and aur future collaborators may have economic o business nterests o goals hat are, or that may become, ncansistentwith our business inteests or goal. It s possble that confics may
arise with our collaboraors, such as conflicts concerning the achievement o performance milestones, or the nterprtation of sgaificant terms under any agreement, such as those related (0 fnancial
obligarins o the ownership or coniol of intellectual property developed during the collaboration. 1f any conflcts arise with any collaborators, they may act i thei self-teret, wehich may be.
‘adverse 0 our best interest,and they may breach thei abligations t0 us. I additon, we may have limited control over the amount and timing of resoutces that any future collsboators devote t0 our
or their future producs.

Disputes betseen us and our collaborators may result in igation or arbiraton which would increase our expenses and divert the attention of our management, Furter, these ransactions and
arangements will be contractual n nature and will generaly be teminable under the erms of the applcable agseements an, i such evet, we may not continue 0 have rights 0 the produces rlatng
0 such transacton or artangement or may need to purchase such rights at a premim. If we enter into in-bound intellectial property license agreements, we may not be able o fully proect the
Jicensed intellectal property rights or maintain those licenses. Future licensors could retain the right 1 prosecute and defend the ntellectual property rghts licensed (0 us, in which case we would
depend an the abilty o u licensors o obiain, maintain and enforce intellectua propery protection for the licensed ntellectual property. These licensors may determine not o pursue ligaton
against other companies or may pursue such liigation less aggressively than we would. Furthr,enterin into such lcense agreements could impose various diligence, commercializaton, oyalty, or
other obligations on us. Future licensors may allege that we have breached our license ageeement with the, and accordingly seck to terminate our license, which could adversely affect our
computitve business position and harm our business prospects.

Our term loan contains covenansthat may restrict our business and financing actvties.

‘Our Loan and Security Agreemen (a3 amended, he *Amended Loan Agreement”) with Silicon Valley Bank (*SVB) conains customary events of default, including bankruptey; the failure to
make payments when due, the occurrence of a material impairment on SV’ security interest over the collateal, @ materal adverse change, the occurrence of a defaul under certan other
indebiedness incurred by uS or our subsidiaries, the rendering of certan types ofJudgments againstus and our subsicaries, the revocation of cerain government approvals, violation of covenants, and
incortectness of epresentations and wartanies n any materal respect

“The Amended Loan Agreement is secured by substanialy al our assets other than our intllectul property. The Amended Loan Agteement includes affimmative and negative covenants
applicable o us and certain of our oreign subsidiares. The afirmative covenants include, among others, covenants requiing us to maintain our legal existence and governmental compliance, delver
certain financia reports, and maintan insurance coverage. The negative covenants inclade, among,others, restictions regarding transferring collateral, pledging our intellecual property (0 other
partes, engaging i mergers or acquistios, paying dividends or making other distebutions, ncurring Indobtedness, transacting with afilates, and enteing nto cerain investments, in each case
subject 10 certain excepions.

“The covenanis i the Amended Loan Agreemen, as wel as any futue financing agreementsthat we may enter into, may restrictour ability o finance our operations, engage in, expand, or
otherwise pursue our business actiites and strtegles. Our abilty o comply with these covenants may be affcted by events beyond our contrl,and future breaches of any of hese covenants could
result in  defaultunder our credit faclty agreemens. If not waived, foture defaults could cause all of the outsanding indebtedness under the Amended Loan Agreement 0 become immediatly due
and payable.

1 we do not have or are unable o generate sufficlent cash available o repay our debi abligaians when they become due and payable,elther upon maturiy or i the event of a default, we may
ot be able 0 obtain additonal debtor equiy financing on favorable tems, i at al, which may negatvely impact our abilty 1o operateour business.
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Risks Related to Our Legal and Regulatory Environment

We, our supplies, and our third-party manufacturers are subject 0 extensive governmental regulation both in the U.S. and abroad, and failure t comply with applicable requirements could
cause our business 0 suffer

“The medical device industry is regulated extensively by governmental authoriie, principally the FDA and corresponding stste and foreign regulatory agencies. The FDA and other UsS. and
foreign governmental agencies regulate, among other things, with respect to medical devices:

+ design,development, and manufactrings
« testing, abelng,content,an language of instrucions for use and storage:

+ clinicalwials;

+ product safry;

+ marketing,sales, and distibuton;

+ premarketclearance and spproval;

« conformiy assesment procedures;

+ record eeping pocedures;

+ advertsing and promotion;

+ compliance with god manufacturing practice equirements;

- recalls and fed safey conective actons;

+ postmarket survellnce, incluing reportingof deaths o seiousijuresand malfunctions that, i they were t recur,could lead o death o serious njury;
+ post-market approvl stuies; and

+ product importand expor

“The regulations o which we are subject are complex and have tended to become more stingent over time. Regulatory changes could result i retsctions on our abiliy t carry an or expand
our operations,difficultes achievin new product clearances, higher than anticipated costs o lower than antcipated sales.

Before we can market or sell a new regulated product or make a sgnificant modification 1o an existing product n the U.S, with limited exceptions, we must obain either clearance under
Section 510(K) of the FDCA for Class 11 devices or approval of a PMA application from the FDA for a Class 11 cevice. I the 510(k) clearance procs, the FDA must determine tha a proposed
device is "substandally equivalent” o a device legally on the marker, known a5 a “predicate” device, with respect o inended use, technology; and safety and effectiveness,in order o clear the
proposed device for marketing, Clinical data is sometimes required (0 support substantial equivalence. The PMA pathway requires an applicant to demonsirte the safety and effectiveness of the
device based, i part, on extensive data,including, but not limited 10, technical, pre-clinial clinial tial, manufacturing, and abeling data The PMA proces i typically required for devices that are
deemed o pose the greatestrisk, such 2 1fe-sustaning, ie-supportng, o implaniable devices Productsthat are approved through a PMA application generally need FDA approval bfore they can
be modfied. Similarly, some modifications made 0 productscleared though a 510(k) may reque a new 510(k). Both the 510(k) and PMA processes can be expensive and lengthy and require the.
payment of sgnificnt fees, unles exempt. The FDA's S10(k) clearance process usually takes from three to 12 months, but may lost longer. The process of obaining  PMA is much more costly and
uncerain than the 510(k) clearance process and generaly takes from one to three years, or even longer, from the time the applcarion is submitied o the FDA unil an approval is obtined. The.
process of obtaning domestic and nternational regulatoy clearances or approvals to market a medical device can be cosly an time consuming, and we may not be abl t obiain hese clearances or
approvals on atimely basis, i t al
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Inthe USS.,our currenty commercalized products have eithr received premarke clearance under Section 510(K) of the FDCA or are exemptfrom premarket review, I the FDA requires us to
&0 throush a lengthier, more rigorous examinatio for future products or modificatons to existng products than we expect, ou product ntroductions or modifications could be delayed or canceled,
which could cause our sals to icline. In additon, the FDA may determine that future products will requie the more costly, lengihy, and ncerain PMA process. Although we do ot curently
‘marketany devices under PMA, the FDA may demand that we abiain a PMA prior o marketing cetain of our fuure products. In addition, i the FDA disagrees ith our determination tht @ roduct
we currently marketis subject  an exemption from premarke review, the FDA may require us o submit a 510(K) or PMA in order to continue marketing the product. Further, even with respect to
those fture products where a PMA Is ot required, we cannot assure investors that we will be able o obtaithe 510(k)clarances with espect 0 those products.

“The FDA can delay,limit o deny clearance or approval of adevice for many reasons, ncluding;

« we may not be able to demonstrate 0 the FDA' satsfacton that our producs ae safe and effective for thei itended uses;
+ the datafrom our pre-clinical sudies and cinicaltias may be insficient 1o support clearance or approva, where required; and
+ the manufacturing process or facltes we use may not meet applicable requiremens,

In adiion, the FDA may change its clearance and approval policis, adopt additonal regulations or evise existing regulatons,or take other actions which may prevent or delay clearance or
approval o our products under development or impact our abilty t0 modify our currntly approved or clesred productson a timely basis,

Any delay i, or failue to teceive or mainian, clearance or approval for our products under development could prevent us from generating revenue from these products or achieving
profiabiliy.

In addiion, even after we have abiained the proper rgultory clearance or approva to market  product the FDA has the power o require us 1o conduct post-marketing studies. These sudies
can be very expensive and time consuming to conduct. Failure o comply with those studiesin  timely manner could result i the revocation of the S10(K) clearance for a product that is subjet to
Such 522 Order and the recallor withdrawal of the product, which could prevent us from generatng sales from that prodct n the ULS,

I the EEA, a single regulaory approval process exiss, and conformity with it requirements s required t0 affix a CE mark to our medical devices, without which they cannot be marketed or
sold in the EEA. To obtain a CE mark, defined products must meet minimum standards of performance, safey, and qualiy, and then, according o their classfication, undergo a conformity
assessment proccdure. Excep for low risk medica devices, a conformity assessmen procedure requies the ntervention of a third-party organizaton designated by the competent authorites of a
EEA country, known as  Notified Body. The competent authorites of the E.U. counties separately regulate the clinical research for medical devices and the market surveillance of products once.
they are placed on the markec. A new Medical Device Regulation was published by the E.U. i 2017 and became effective on May 26, 2021. Medical devices marketed in the EEA will equire
certfication according o these new requirements, except that devices with valld CE certficate, ssued pursuant (0 the Medical Device Directves before May 2020, can b placed on he market il
May 2024. The new EU MDR includes sigaificant additional premarket and post-market requirements. Penaltes for regulatory non-compliance could be severe, including fines and revocation or
suspension of a company's business lcense, mandatory price reductions an criminal sanctions.

“The FDA and other regulatory authoritis,incluing forign authories, have broad enforcement powers. Regulatory enforcement o inquiries, or other ncreased scrutiny on us, could dissuade.
Some surgeons from using our products and adversely affet our reputation and the percelved safety and ffectiveness o our products

Falure to comply it aplicabl regulations could eopardize our abilty o sellou poductsand reslt nenforcement actonssuchas:
+ waming leers:

- fines

-+ njuncions;

+ vl penalies;

+ erminaton of disribution;

+ recalls or seizures of products;
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« delays i the intoduction of products o the market;

+ total o partal suspension o producton;

+ fcily closures;

- tefusal of the FDA orour Notfed Bocy o ther regultor o grant fuure clerances o approvals ot lssue CE Ceriicates of Conformity;

- withdravals,variation, o suspensions of curent clearances or approvals and CE Certifctes of Gonformity esling in probibitins on sales of o products; and
i the most serious cass,crimial pnalics.

Adverse acton by an applicsble regulaory agency, our Notifed Body or the FDA could resut n inablity o produce our products in a cos-efective and timely maner, o at al, decreased
sales, igher prices, lower margins, additional unplanned costs or actons, damage {0 our reputation, and could have material adverse effect on our reputation, business, resls of operatons, and
financial condition.

We and our sales representatives must comply with ULS. federal and sate fraud and abuse laws, including those relating to healthcare provider Kickbacks and false claims for reimbursement,
and other applicable federal and state healthcare laws, as well as equivalent foreign laws, and falure to comply could negativey affectour busness.

Healthareproviders, distibutors a thir-paty payos play  priary ol n the ditibuton, recommendation,orderin, an purchasing of any implant o oter medical device for which v
have o obain markeing ciearance o approvl. Though ur arangerments with cusomers and thir-pany payors,we ar exposed 9 the s that our employes, dependentcontracor, principl
investgators, conslants, vendors, o thirk-paty disrbuors may engage i faudulent o other lgal actty. Miscondoct by these paries coul inlude, amon, oter nractions o Vilations,
intentional, reckless andior negliget conduct or unathorized acivitytht violates FDA reulations, manfacturing standards, ederaland state healthcarefraud and abuse laws and egalations,lws.
hat rquie he e, complte, and accurate repoting f (inancial nformaton o t, the commercialor teglaory aws o requiements, and equislent foreg rle, 1 5 ot sivays possbe o
identify and deter misconduct by our employees and other third parties, and the precautions e take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks
orlossesor inprotectng usfrom governmental investgations or other actionsor it stemming rom  fiureto omply with such s o egulaions, and government authortes may conclude
B ou busingsé pracices do ot omtply with aplicablefau and abuse or cther ealcar aws andregulrons or galdance espie our od fih eforts 1 comply

“There are numerous US. federal and state aws peraining 0 healthcar fraud and abuse, including ani-kickback and flse claims aws. Ou relationships and our distibutors elationships with
sungeons,ather healtheare professionals, and hospitas are subjec to scrutiny under these laws. For example, we are subject 1 the federal health care Ani-Kickback Statue, the federal civil False
Claims Act,the Health Insurance Porabilty and Accountabilty Act (*HIPAA”) and the federal Physican Poyment Sunshine Act each of which is described in detai n Iem 1 Business - Healthcare
Fraud and Abuse” and “-Data Pivacy and Securty Laws’.

Certain sttes and countris also have enacted analogous state and foregn law equivalenis o each of the above federal laws and may also mandate implementaton of corporate compliance.
programs, require compliance with the industry’s voluntary complance guideline, impose restictions on device manufacturer marketing practices, andor require tracking and reportin of gifts,
‘compensation, and other remuneration to healhare professionals and enites. Many of these sate and foreign lws difer from each other i significant ways and may not have the same effct, thus
complicaing compliance effrt,

1 we or aur employees are found to have violated any of the above laws we may be subject o significant administrative, civl and criminal penaltes, inclucing imprisonmen, exclusion from
partcipation in federal healthcare programs, such as Medicare, Medicad, and equivalent foreign programs, significant fine, monetary penalies and damages, impositon of compliance obligatons.
and monitorin, the curtalment o restructuing of our operatons, and damage to our reputaton.

‘We have entered into consultng agreements and royalty agreements with physicians and healthcare executives, including some who are customers. We also engage in co-marketing
armangements with certain surseons who use our products. In addiion, prior to our PO, a small mumber of our curent customer surkeons acquired from us less than 1.0% of our curret outstanding.
common stack, which they ether purchased in an am's length transaction on terms identical to thos offered to others o received from us a fair market value cansideration fo consuling services
performed. Wil all of these transactions were sructured 1o comply with applicable laws, including the federal Anti-Kickback Statue, state anti-kickback laws and other applicable laws, it is
possible that regulatory agencies may view these transactions as prohibited arangements that must be restructured, or discontinued, or for which we could be subject o significant penaltcs and
criminal, civil and administzative labiliy. We would be materially and adversely affected If regulatory agencies nterpret our financial relationships with surgeons who order our products (0 be in
violation of
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applicable aws and we were unable o comply with such laws, which could subject us o, among other things, monetary penalies for non-compliance,the costof which could b substantial.

Various state and federal regulatory and enforcement agencies continue actively o investigate vioations o health care laws and regulations, and the U.S. Congress continues to srengthen the
arsenal of enforcement ools, To enforce compliance with the federal laws, the U.S. Department of Justice has continued s scrtiny of nteractons between healhcare companies and healthcare
providers, which has led 10 a number of investgations, posecutions, convictions and setements in the healtheare indusiry. Dealing with investigations can be time- and resource-consuming and can
ivert management’s attenion from the business. Addidonall,if a ealthcare company settles an investgation with the Department of Justce o other aw enforcement agencies, i may need 10 agree
o additional onerous compliance and reporting requirements a5 part of a consent decree, deferred or non-prosecution agreemen, or corporate Itegrity agreement. Any such Investigation or
setlement could increase our cosis or otherwise have an adverse effect on our business. Even if we are not determined o have vilated these Jaws, governmen investigations into these issues.
typiclly require the expenditure of significant resources and generate negtive publiciy, which could harm our financial condition and divert resources and the atention of our management from
operaing our business

“The scope and enforcement of these laws is uncerain and subject 10 apid change. The shifting compliance environment and the need to build and maintain robust and expandable systems and
processes (o comply with different compliance and/or reporting requirements in muliple uridictions ncrease the posibiity that we may run afoul of one or more of the requirements of hat federal
or stte regulatory authorites might challenge our current or future actviies under these laws. Additonall, we cannot preic the impact o any changes i these aws, whether or o retroacive,

Our fuilure o adequately protectpersonal information in compliance with evolvng lega requirements could harm our business.

1 the ordinary course of our business, we collect and store sensitve data, including legaly proected personally identifiabie information. We collct this kind of information for billng,
reimbursement support, marketing purposes, post-markering safety vigllnce, servicing potenial wartanty caims and during the course of clinical ials.In doing 50, we are sublect ta various federa,
state and foreign laws that protet the confidentialiy of certin patient health information, inclucing pattent medical records, and restrict the use and disclosure of patient health information by
healthcare providers, such as HIPAA n the U.S. an regulations in the European Union (*EL"), which are described in detil i Iem 1 Business - Data Privacy and Security Lavs”.

‘The California Consumer Privacy Act, which became effective an January 1, 2020, as amended by the California Privacy Rights Act (“CCPA"), requires a broad range of businesses to honor
e request of Califoria residents 0 access and require deletion of ther personal nformation, opt ut of certain personal Informaton sharing, receive detailed information about how thelr personal
information is used and shared, corret inaccurate personal information, and limit the use and disclosure of cerain sensiive persanal information. The CCPA provides for civil penalies of p o
7,500 for intentional violaions, and a prvate ight o action fordata beaches tha allows private plainifs o sk the greatr of actual damages o statutory damages of up o $750 per consumer per
data breach. These remedies are expected to increase data breach litigation. Although the CCPA includes exempions for cerain clinical trials dat, and protected heslh information governed by
HIPAA, the aw may increase our compliance costs and potental liabiliy with espect t other personal information we collect about Califorala esidents. Our compliance costs and potential iabilty
with tespect o personal information may also increase In espanse 1o ather staes adoptng and considering initiative regarding protection of personal information. In March 2021, Viginia passed the
‘Consumer Data Protecion Act (*CDPA) which will ake effect on January 1, 2023, Virginia i the second state (0 pass comprehensive privacy litgation. Colorado passed the Colorado Privacy Act
(“CPA") on July 7, 2021 with enforcement o begin on July 1, 2023, In 2022, both Utah and Connecticut also enacte comprehensive data privacy legislaton. While these lws ae similar in cerain
Fespects, he laws diffr and compliance with e law does not quae to complance vith the other s, Several oher states including Washington, New York, and Minnesota)also are considering.
compreliensive privacy legislaton tha could futher complicate and ncrease the cos of complying with arious sate privacy laws. I states pass a patchwork of privacy laws, thisalso could ncrease.
pressure on the U.S. Congress o harmonize privacy laws through foderal legislaton.

‘We have in the past, and could be inthe future, subject (0 daa breaches, Our failue o comply with applicable laws and regulation, o to protect such data, could esult i enforcement actions.
against us, including fines, mprisonment of company offcials and publi censure, claims for damages by end-customers, and other affeced ndividuals, and the impositon of ntegrty obligations
and agency oversght, damage 1o our eputation, an oss of goodvwil,any of which could harm our operations, financal performance, and business. Exolving and changin definition of personal
data and personal information, within the European Union, the U.S., and elsewhere, may limi or inhibit our ability to operate or expand our business, ncluding limiting srategic partnerships that
may Involve the sharing of data. Moreover, fthe rlevant laws and regulations change, or are interpreted and applid in a manner that i inconsistent with our data practices or the operation of our
products, or If we expand In new regions and are equired (o comply with new requlrements, we may need 1 expend resources in order 1> change our business operations, daa practces, of the
‘manner i which our products opera. Even the perception of privacy concerms, whether or not vald, may harm our reputaton and nhibit adoption of our products.
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We are subject torisks ssociated with our non-US. operations.

“The FCPA prohibits companies and ther intermediarie from making improper payments o foreign officals for the purpose of obiaining or recaining business. Other anti-corruption or ani-
ribery aws, such as the UKBA, prohibit companies and their inermeiares from makin, impropes paymens for the purpose of obiaining or etaning business in foreign couniics. The FCPA also
imposes accounting standards and requiremens on publicly traded U.S. corporations and their foregn afilates, which are intended to prevent the diversion of corporate funds o the payment of
bribes and other improper payments, and 1o prevent the establishment of slush funds from which such improper payments can be made. Because of the predominance of government-sponsored
healthcare systems around the world, many of our customer relationships ouiside of the U.S. are with governmental entites and ae therefore subject to such ant-brbery laws. Our nternal control
policies and procedutes may not always protec usfrom recklss or criminal acts commited by our employees or agents. Violation of these laws, or allegations of such violations, could disrupt our
operaions, involve significant management cistraction, and resul in a materal adverse effect on our busines, results of operations, and financial condition. We alsa could suffr severe penaltis,
incluing criminal and civil penalie, disgorgement, and other remedial measures, including furher chanes or enhancements o our procedure, policies, and controls, as wellas ptential personnel
changes and disciplinary actons,

Furthermore, we are subject 0 ani-boycoit aws, anti-money laundering laws, and the export conrols an economic embargo rules and regulations of the U.S., including, but notlimited t, the
‘Export Administration Regulations and rade sanctions against embargoed countris, which are administered by the Offce o Foreign Assets Control within the Department of the Treasury, a wel as
the laws and regulatons administered by the Department of Commerce. These regulations limit our abilty to market, sell, distribute, or otherwise transfer our product or technology to prohibited
counties o persons. A determination that we have failed to comply, whether knowingly or inadvertently, may result i substanial penatis, ncluding fines and enforcement ations and civil and/or
criminal sanctions, the disgorgement of profts, an the impositon of acourt-appointed monitr,as well a5 the denial of export priviles, and may have an advers effect on our reputation.

‘Even if our products are approved by regulatory authorities or CE marked, if we, our contractors, or our suppliers il o comply with ongoing FDA or other [oreign reulatory requirements, or
f we experience unanticpated problems with our products, these products could be subject 0 estictions or withdravwal from the markel.

For any product for which we obtain regulatory clearance or approval,or a CE Cetificat of Conformity, the manufacuring processes, reporing requirements, post-approval clincal dat, and
promotional acivitis for such product wil be subject to continued regulatory review, oversight and periadic inspections by the FDA, our Notified Body and oiher domestic and foreign regulatory
bodies. In particula, we and our supplirs are require to comply with FDA's Qualit System Regulations (*QSR") and Iternational Standards Organization (*1S0") reulations for the manufacture
of our products and other regulations which cover the methods and documentation of the design, tesing, production, control, qualty assurance, abeling, packaging, sorage, and shipping of any.
product for which we obtan regulatory clearance or approval, r a CE Certificte of Conformity.

“The failure by us or e of our supplies to comply with applcable satues and regulations, o the failure o timely and adequately respon 10 any averse inspectional observations or product
safey issues, could result in, among other things, any of the following enforcement actions:

il lerers, warning leters, fines, injunctons,consen,and civl penalics;
+ unanicipatedexpendiures o addrss or defend such actions;

- customer norfcations for repai,eplacement, efuncs;

« recal,deention,or sezareof ur prodics:

+ operating esrictions or artilsuspension ortotal shudown of producton;

- refusing o delaying ou equest for 510(k) learance or remarket approvaland conformity assessmens of new products o modified products;
- limitationson the intended uses forwhichthe product may be marketd:

+ operatng restrictons;

+ withdrawing 51004 clarances or PMA spprovals that hve sready been ganted;

« suspension, variationor withdrawal of CE Certfctesof Conformiy:

+ refusal o grantexport approval for our producs; and
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+ criminal prosecution.

In additon, e ae required to conduct costly post-market testing and surveillance o monitor the safety or ffectiveness of our products, and we must comply with medical device reporting
requiremens, including the reporting of adverse events and malfunctions related 0 our prodocts. Later discovery of previously unknown problems with our products, including unanticipated adverse.
evens or adverse events of unanticipated severlty or frequency, manufactring problems, or failue o comply with regulatory requirements such as QSR, may result in changes to labeling,
rstrctions on such products or manufaciuring processes, withdrawal of the products from the marke, voluntary or mandatory ecalls, a requirement to repar, replace, or refund the cost of any
‘medical device we manufacture o distribute, fines, suspension, variatio, or withdraval of regulatory approvals or CE Certificats of Conformity productseizures, njunciions,or the imposition of
civil, administrative, or criminal penaltes which would adversely affect our busines, operating results, and prospects.

1 he FDA determines that our promotional materials,labeling, training or other marketing or educational actvites constitte promaion of an unapproved use, i could request that we cease or
‘modify our raiing or promorional materials or sbject us o regulatory enforcement actons. It i also possible that cther federal,state o foreign enforcement authorites might take action if they-
consider ou training or other promotional materals to consttute promotion of an unapproved use, which could esult in signifcant fines or penalies under other statutory authorites, such as laws
probibitng faise or fraudulent claims for payment of government funds. Any of these actions would harm our reputation and cause our product ales and profitabilty to suffer and may preven us
from generating revenue.

Our employees, independent contractors, consultants, manufacturers, and third-party distributors may engage in misconduct or other improper activite, relating (0 regulatory standards and
requiremens.

W are exposed to the rsk that our employees, independent contractor, consultants, manufaciurers, and hird-party disrbutors may engage in fraudulent conduct or orher legal activiy.
Misconduct by these partes could include intentional, rckless andior negligent conduct tha violates applicable laws and regulations, such as FDA reportng requirements, manufacturing sandards,
federal, state snd foreign healtheare Taws and regulations,data privacy laws and Taws tha require the tru, complee and accurate reporting of financial information or data. These laws and regulations
may restictor prohibit  wide range of prcing, discounting, marketing and promotion, sales commission, customer incentve proggams, and other business arrangements. Misconduct by these paries
‘couldalso involve the improper use of individualy identfiable information which couid esult n regulatory sanctions and serious harm 10 our reputation. I s notalways possible (0 identfy and deter
misconduct, and the precauions we take (0 detect and prevent tis acilvity may not be effectve in conolling unknown or unmanaged risks or losses or in protectng us from govermental
investigations or other actions o awsuits stemming from a failure 10 be in compliance with such laws or regultions. If any such actions are instituted against s, and we are not successful in
defending ourselves or asertng our rights, those actions could have a significant impact on our business, including the imposition of signifcant civl, criminal, and administcative penltes,
including, without limitation, damages, fncs, disgorgement of profits, imprisanment, exclusion from pariciption in government healthcare prograrms, such as Medicare and Medicaid, and the
curtalment o restructuing of our operatons.

We may be subject 0 enforcement action, including fines, penaliesor injunctions, if we are determined to be engaging in the off-label promotion of our products.

Our promotional materals and trining methods must comply with FDA and other applicable national and foreign laws and egultions,including the proibition of the promarion of off-label
se. Physicians may use our products off-labe, s the FDA and equivalent third country authorties do ot restrctor regulate  physician's choice of tretment ithin the practic of medicine.

W believe that the specific surgical proceduresfor which our products are marketed fall wihin th scope ofthe surgical applcations that have been cleared by the FDA and our ntifed body.
However, if the FDA or an equivalent third country authoriy determines that our promotional materials or raining constiutes promoton of an off-label use, t could request tha we moify our
{raining or promotional materials,require s 1 stop promoting, our products for those speific rocedures untl we obtain FDA or thid country authority clearance or approva for them, or subject us
o reguiatory or enforcement actons,including the ssuance of an untled ltter, a warning lter, injuncion, scizure, civil fines, and criminal penaltes. I s also possibl tha other federal, sate or
foreign enforcement authortes migh take action i they consider our promotional or raining materials (o consttite promoton of an unapproved use, which could resul in sigifican fines or
penlties under other statutory authorites, such a laws prohibiing false or fraudulent claims for payment of governmen und. In tha event, ou reputation could be damaged and adoption of the
products would be impaired. Although ouf polcy i o refran from statements that could be considered of-label promtion of our product, thé FDA.or anothe regulatory agency could disagree and.
conclude that we have engaged i off-label promotion. In additon,th off-abel use of our products may increase the isk of injury 1o patiens, and, in trn,th risk of product iabilty claims. Product
liabiliy claims are expensive o defend and could divert our managements atention, result i substantial damage awards againstus and harm ur reputaton.
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