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Our business, financial condition, results of operations, cashflows, reputation and prospects are affected by a number of factors,
whether currently known or unknown, including risks specific to us or the robotics industry, as well as risks that affect
businesses in general. The risks disclosed in this Annual Report on Form 10- K, including but not limited to those described
below, could materially adversely affect our business, financial condition, results of operations, cash flows, reputation and
prospects and thus our stock price. These risk factors may be important to understanding other statements in this Annual Report
on Form 10- K and should be read in conjunction with the consolidated financial statements and related notes in Part I, Item 7, *
Management’ s Discussion and Analysis of Financial Condition and Results of Operations ” and Part I, Item 8, “ Financial
Statements and Supplementary Data ” of this Annual Report on Form 10- K. Because of such risk factors, as well as other
factors affecting the Company’ s financial condition and operating results, past financial performance should not be considered
to be a reliable indicator of future performance, and investors should not use historical trends to anticipate results or trends in
future periods. Risk Factors Summary Risks Related to Our Business and Industry « We are an early- stage company with a
history of losses and expect to incur significant expenses for the foreseeable future. * The consolidated financial statements
included in this Annual Report have been prepared in accordance with accounting principles generally accepted in the United
States (“ U. S. GAAP ”) assuming the Company will continue as a going concern. The going concern assumption contemplates
the reahzatlon of assets and qatl%factlon of liabilities i in the normal course of business. However;-substantial-detubt-about-the

7 b g previousty-identified a-material weakness-weaknesses in our
1nternal control over ﬁnanc1al reportlng Wthh we are Worklng to remediate. Fhis-These material weakness-weaknesses could
continue to adversely affect our ability to report our results of operations and financial condition accurately and in a timely
manner . ® If we fail to maintain an effective system of internal controls, our ability to produce timely and accurate
financial statements or comply with applicable regulations could be adversely affected . < A significant amount of our
revenues is derived from a limited number of customers. A material portion of our revenue may be generated by sales to
government entities, which are subject to a number of uncertainties, challenges, and risks. ¢ If we fail to effectively manage our
limited financial and intellectual resources, we may not be able to design, develop, manufacture, market, and launch new
generations of our robotic systems successfully. ¢ Our operating and financial projections rely on management assumptions and
analyses. If these as%umptlon% or analyses prove to be 1ncorrect our actual operatlng results may be materlally dlfferent from our
forecasted results. « We ha d ; ;

but-we may-notare successful in commerclahzmg our
products and services, our revenue w1ll be ab’:e—get—fa&beelev&hte—ef—mafket—v&hte—concentrated in a limited number of
models and a limited number of operating units for these-- the foreseeable future assets-n-dispesitions-. « Defects, glitches,
or malfunctions in our products or the software that operates them, failure of our products to perform as expected, connectivity
issues or operator errors could result in product recalls, lower than expected return on investment for customers, and could cause
harm to operators and significant safety concerns, each of which could adversely affect our results of operations, financial
condition and our reputation. * Our ability to manufacture products of sufficient quality on schedule is unproven, and delays in
the design, production and launch of our products and services could harm our business, financial condition, results of
operations, cash flows, reputation and prospects. * We are or may be subject to risks associated with strategic alliances or
acquisitions and may not be able to identify adequate strategic relationship opportunities, or form strategic relationships, in the
future. « We are highly dependent on the services of our senior management and other key employees and if we are unable to
attract and retain a sufficient number of qualified employees, our ability to design, manufacture and launch our products,
provide services, operate our business and compete could be harmed. « We s#H-incur significant tnereased-expenses and
administrative burdens as a public company, which could have a materlal adverﬂe effect on our bu%mes% ﬁnanc1al condition,
result of operatlon% ca%h flows, reputatlon and prospects * We may ;

are currently qlngle or hmlted source suppliers, and the 1nab111ty or other fallure of these suppliers to dehver nece%sary
components of our products at prices and volume and with specifications and performance characteristics acceptable to us, could
have a material adverse effect on our business, financial condition, results of operations, cash flows, reputation and prospects.
We have not yet 1dent1ﬁed all of the suppliers that we are hkely to rely on to support future commercmhzanon of our core
productq . 0 0

qlgnlﬁcantly from perlod to period due to fluctuatlonq in our operatlng costs, -pfeduet—demand for our products and services,
seasonal variation and other factors. « We have yet to achieve positive operating cash flow and, given our projected funding



may—never—fesa-l-t—m—fevenue—te—us— A% part of growmg our bu%mes% we may undertake aequmtlons from tlme to time. If we

fail to successfully select, execute, or integrate our acquisitions, our business, results of operations and financial condition could
be materially adversely affected, and our stock price could decline. ¢ If we are unable to adapt to and satisfy customer demands
ina tlmely and cost- effectlve manner, our ab111ty to grow our bu%lne%s may quffer Rts-ks—Rel-&ted—te—Gevefnfneﬁt—Geﬁtfaeﬁ—*

y y Ates jee sub]ects us to rlsk% including early termination, audits,
investigations, sanctions and penaltlei Rlsks Related to Our Securities * We may issue a significant number of shares or equity-
linked securities in the future in connection with investments or acquisitions or other efforts to raise capital . * If certain
holders of Common Stock sell a significant portion of their securities, it may negatively impact the market price of the shares of
our Common Stock and such holders still may receive significant proceeds. ¢ If we are unable to regaimand-maintain
compliance with Nasdaq’ s listing criteria, including their minimum bid price rule and minimum market value and stockholder
equity requirement, Nasdaq may delist the Company’ s stock. * We are an emerging growth company and smaller reporting
company, and as such are subject to various risks unique only to emerging growth companies, including, but not limited to, risks
associated with taking advantage of certain exemptions from disclosure requirements available to emerging growth companies or
smaller reporting companies, which could, among other things, make our securities less attractive to investors and may make it
more difficult to compare our performance with certain public companies. * We may redeem unexpired warrants prior to their
exercise at a time that is disadvantageous to investors, thereby making Public Warrants worthless. We may redeem
outstanding Series A Preferred Stock and the November 2024 Debentures. « Currently outstanding Public Warrants, Private
Warrants, SPA Warrants and New SPA Warrants are exercisable for shares of Common Stock. Additionally, the Series A
Preferred Shares and the November 2024 Debentures are euntrently-convertible. Any future exercise of such warrants or
conversion of the Series A Preferred Shares or the November 2024 Debentures would increase the number of shares of
Common Stock eligible for future resale in the public market and result in dilution to our stockholders. Risks Relating to our
Business and Industry We are an early- stage company with a history of losses, and we expect to incur significant expenses for
the foreseeable future. We incurred a net loss of $ 134. 9 million and $ 50. 7 mitlerand-$283-million for the years ended
December 31, 2024 and 2023 and-2022-, respectively. We believe that we will continue to incur operating and net losses each
quarter until at least the first quarter of 2625-2026 . Even though we have commercial traction for platform sales, we may not
attract customers for our offering, and our potential profitability is dependent upon the successful adoption on a larger scale of
our robotics systems, which may not occur. There can be no assurance that we will be financially successful. We prospeets-We
had negative cash flow from operating activities of $ 24.2 million and $ 2 1.7 millienand-$373-million for the years ended
December 31, 2823-2024 ,and 2622-2023 ,respectively. We expect to continue to have negative cash flow from operating and
investing activities for the remainder of 2024-2025 .We expect to incur research and development,sales and marketing,and
general and administrative expenses and make capital expenditures in our efforts to increase sales,engage in development work
and ramp up operations.Our business also will at times require significant amounts of working capital to build inventory and
support the growth of additional products.An inability to generate positive cash flow for the near term may adversely affect our
ability to raise needed capital for our business on reasonable terms,diminish supplier or customer willingness to enter into
transactions with us,and have other adverse effects that may decrease our long- term viability.There can be no assurance that we
will achieve positive cash flow in the near future or at all. We expect we will continue to incur operating and net losses in future
periods as we: ¢ continue to design, develop, manufacture and commercialize our ocean robotic systems; ¢ continue to explore
new relatlonshlp% with thlrd party partner% for %upply, design- to- manufacturing and manufacturing —einrvestigate-the-potentiat

6 ; » build up inventories of parts and components for ocean robotic
systems; ¢ mature maintenance and servicing capamty, capablhtle% and replacement parts inventory; * manufacture an inventory
of ocean robotic systems; ¢ increase sales and marketing activities and enhance sales and distribution infrastructure; ¢ further
develop remote monitoring, updating, and other cloud- based services; ¢ refine safety measures for the ocean robotic systems; ¢
expand technology infrastructure and cybersecurity measures, policies, and controls; and ¢ increase general and administrative
functions to support growing operations as a public company. Because we will incur costs and expenses from these efforts
before we receive any incremental revenues with respect thereto, we expect to experience losses in future periods. In addition,
we may find that these efforts are more expensive than we currently anticipate or that these efforts may not result in revenues,
which would further increase our losses. The Company currently funds its operations from cash on hand and other current
assets. The Company has a history of losses and negative cash flows from operations. We believe fis-neteertain-that the
Company’ s cash and other current assets and forecasted operating cash flows currently expected to be generated from the
ongoing activity will provide the Company with sufficient financial resources to fund operations and meet our capital and
operatlng requ1rement§ and antlclpated obhgatlom as they become due in the next twelve month% —TFhe-Company-mayrequire




ﬁﬁ&ner&ksf&teﬁaer&s—eeﬂtmned—m—bhﬁ%fm—}@—léareissued- We have restated our unaudlted condensed consohdated hnanmal
statements for certain prior periods, which may lead to additional risks and uncertainties, including loss of investor confidence
and negative impacts on our stock price. We previously restated our unaudited condensed consolidated financial statements as of
and for the quarterly perted-periods ended March 31, June 30 and September 30, 2622-2024 (the *“ 2022-2024 Restated Rertod
Periods ). In consultation with the Audit Committee of the Board (the “ Audit Committee ”’) and our auditors, we made the
determination to restate such financial statements following the 1dent1hcat10n of errors related to the ehssrﬁe&ﬁeﬁproper
application of GAAP to significant and complex transactions eerta Q :
to such errors, the Company’ s management and the Audit Committee concluded that our prev10usly 1ssued financial statements
for the 2022-2024 Restated Rertod-Periods should no longer be relied upon. In addition, our management, with the participation
and under the supervision of our fermer-Chief Executive Officer and former-Interim Chief Financial Officer, performed a re-
evaluation of the effectiveness of our disclosure controls and procedures as of the end of the 2022-2024 Restated Period. Based
on such re- evaluation, our fermer—Chief Executive Officer and former-Interim Chief Financial Officer concluded that, as a
result of the identified material weakness, our disclosure controls and procedures were ineffective as of the end of the 2622-2024
Restated Rertod-Periods . Our Quarterly Repert-Reports on Form 10- Q for the pertod-periods ended March 31, June 30 and
September 30, 2622-2024 has-have been amended by an Amendment No. 1 on Form 10- Q / A to, among other things, reflect
the restatement of our financial statements for the 2022-2024 Restated Perted-Periods . Farther-Previously , we have restated
our unaudited condensed consolidated financial statements as of and for the quarterly period ended March 30, 2023 (the “ 2023
Restated Period ). In consultation with the Audit Committee and our auditors, we made the determination to restate such
financial statements following the identification of an error associated with a failure to timely recognize an accrued liability and
expense arising out of the RRA. Due to such error, the Company’ s management and the Audit Committee concluded that our
previously issued financial statements for the 2023 Restated Period should no longer be relied upon. In addition, our
management, with the participation and under the supervision of our former Chief Executive Officer and former Chief Financial
Officer, performed a re- evaluation of the effectiveness of our disclosure controls and procedures as of the end of the 2023
Restated Period. Based on such re- evaluation, our former Chief Executive Officer and former Chief Financial Officer
concluded that, as a result of the continued material weakness, our disclosure controls and procedures were ineffective as of the
end of the 2023 Restated Period. As a result of these events, we have become subject to ammber-efadditional costs and risks,
including unanticipated costs for accounting and legal fees in connection with or related to the restatement and the remediation
of our ineffective disclosure controls and procedures and material weakness in internal control over financial reporting. In
addition, the attention of our management team has been diverted by these efforts. We could be subject to additional
stockholder, governmental, or other actions in connection with the restatements or other related matters. Any such proceedings
will, regardless of the outcome, consume management’ s time and attention and may result in additional legal, accounting,
insurance and other costs. If we do not prevail in any such proceedings, we could be required to pay substantial damages or
settlement costs. In addition, the restatements and related matters could impair our reputation or could cause our counterparties
to lose confidence in us. Each of these occurrences could have a material adverse effect on our business, results of operations
and financial condition. We identified material weaknesses in our internal control over financial reporting which we are
working to remediate. This material weaknesses could continue to adversely affect our ability to report our results of
operations and financial condition accurately and in a timely manner. Our management is responsible for establishing and
maintaining adequate internal control over financial reporting designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of consolidated financial statements for external purposes in accordance with GAAP.
Our management is likewise required, on a quarterly basis, to evaluate the effectiveness of our internal controls. The Company
n2024we-identified deficiencies a-matertal-weakness-in enr-its internal control over financial reporting s-sueh-that
represented material weaknesses. Spec1ﬁcally,t-here—= the was—a—reasenab%e—pes&-brlﬁy—Company s management

femedﬂr&&en—a-nd—rmpfevemeﬂt—ot December 31 ettt
systemreontrols-that-we-haveinplaee-, 2024 + i ;
ineludesformal-system—based-roles—Further, des1gn and malntam effectlve we—er—m&p}ement—a—tesfmg—p}aﬁ-ef—etnﬂnternal

controls over financial reporting related to: (1) ineffective design and operation of controls over significant complex
transactions, which resulted in restatements of all interim periods of 2024, (2) failure to remediate previously reported
material weakness over ineffective design and operation of user access controls. The Company continues to implement
certain remediation actions and continues to test and evaluate the elements of the remediation plan. These elements




include: * Design and implementation of a Significant Complex Transaction policy which identifies transactions that
should be evaluated for additional 3rd party expert evaluation for proper accounting treatment; * Design and
implementation user access controls and proper segregation of duties for all critical accounting systems, supported by
formal policies and training for all Information Technology personnel. The Company believes that the actions listed
above will provide appropriate remediation of the material weaknesses; however, the testing of the effectiveness of the
controls has not been completed by the Company. Due to the nature of the remediation process and the need for
sufficient time after implementation to evaluate and test the effectiveness of the controls, no assurance can be given as to
the timing for completion of remediation. The material weaknesses will be fully reviewed-and-signed-off-quarterty—The
elements-of our-eontinted-remediationremediated plan-ean-onty-be-aceomplished-over-when the Company concludes that the
controls have been operating for sufficient time ;-and we-independently validated by management. We can offer no
assurances that these initiatives will ultimately have all or some of the intended effects. Any failure to maintain such internal
control could adversely impact our ability to report our financial position and results of operations on a timely and accurate
basis. If our financial statements are not accurate, investors may not have a complete understanding of our operations. Likewise,
if our financial statements are not filed on a timely basis, we could be subject to sanctions or investigations by the stock
exchange on which our Common Stock is listed, the SEC or other regulatory authorities. In either case, that could result in a
material adverse effect on our business. Ineffective internal controls could also cause investors to lose confidence in our reported
financial information, which could have a negatl\ e effect on the trading of our C ommon Stock. As—tdeﬂ&ﬁed-m—etﬂ“&meﬁée&

-Beeeﬂaber—}l—?&G%Zv—We can give no assurances that g Lomg forw dld the measures we plan to take in the future will 1emedlate
any additional material weaknesses or restatements of financial results will not arise in the future due to failure to implement and
maintain adequate control over financial reporting or circumvention of these controls. In addition, even if we are successful in
strengthening our controls and procedures, in the future those controls and procedures may not be adequate to prevent or
identify irregularities or errors or to facilitate the fair preparation and presentation of our consolidated financial statements. For
more-The Sarbanes- Oxley Act requires, among other things, that we maintain effective disclosure controls and
procedures and internal control over financial reporting. We are continuing to develop and refine our disclosure
controls, internal control over financial reporting and other procedures that are designed to ensure that information 5
pleaseseerequired to be disclosed by us in the reports that riskfaetorentited—Jf-we fail-- file to-maintain-with the SEC is
recorded, processed, summarized an-and reported within the requisite timeframes, and that information required to be
disclosed in reports under the Exchange Act is accumulated and communicated to our principal effeetive-executive
systenrand financial officers. The development and implementation of the standards and controls necessary for us to
achieve the level of accounting standards required of a public company may require costs greater than expected. Our
current controls and any new controls that we develop may be inadequate because of changes in conditions of our
business. Further, weaknesses in our internal controls have been identified in connection with the preparation of financial
statements for the years ended December 31 , 2024 and 2023 and may be discovered in the future. Any future failure to
develop, maintain and implement effective internal controls, otr— or any difficulties encountered in their implementation
or improvement, and the consequent ability-inability to produce timely-and-accurate financial statements on a timely basis
could adversely affect or-our operating results or cause us to fail to meet our reporting obligations and may result in a
restatement of our financial statements for prior periods.In order to maintain and improve the effectiveness of our
disclosure controls and procedures and internal control over financial reporting,we have expended and anticipate that we will
Contmue to expend ugmhcant resources, including accounting- 1eldted costs,and significant mandvement oversight. Aﬂy—fa-rl-ufe

independent registered publlc accounting firm Curlently is not and will not be required to 1‘01mallv attest to the eﬁectl\ eness of
internal control over financial reporting until after we are no longer an emerging growth eemply-company . Once
attestation reports are required by reason of us no longer being an emerging growth company, our independent
registered public accounting firm may issue a report that is adverse in the event it is not satisfied with app-l-ie&b{e
regulations-eould-be-adversely-affeeted-the level at which our controls are documented, designed or operating . >~
significant amount of our revenues is derived from a limited number of customers. A material portion of our current revenue
may be generated by sales to government entities, which are subject to a number of uncertainties, challenges, and risks. We
enrrently-have a limited number of customers. For-During the year ended December 31, 2024, sales to three customers
accounted for 82 % of total revenue. Sales to Customer A accounted for 39 % of total revenue; sales to Customer B
accounted for 27 % of total revenue; and sales to Customer C accounted for 16 % of total revenue. Total accounts
receivable for the year ended December 31, 2024 was made up by three customers. During the year ended December 31,
2023, sales to two customers accounted for almost 100 % of total revenue ;. Sales to Customer D accounted for 61 % of total
revenue; and the-sales to Customer C accounted for 39 % of total revenue. The total balance due from these customers
ma&&up—as 0fDecember 31 2023 comprlsed 68 % of accounts receivable as—e-ﬁBeeeﬂaber—Zv—l—Z’-GQ%—\& ith the remaining -324%1
a l ed

e%te%&l—reveﬂue—aﬂd—t-he—te’fa-l-ba-}&ﬂee—due trom t-h-ts—one 0ther customer made—up—s% No 0ther customer represented more
than 10 % of our revenue aceountsteeeivable-asof Peeember3+-2022- Due to our limited number of customers, the breach,

cancellation, or amendment of any sales agreement with our current or future customers may have an outsized effect on our



revenue, cash on hand, and profitability. In addition, we may have an increased interest in accepting less favorable terms of any
amendment as a result. Sales to government entities are subject to a number of risks. Selling to government entities can be highly
competitive, expensive, and time- consuming, often requiring significant upfront time and expense without any assurance that
these efforts will generate a sale. In the event that we are successful in being awarded further government contracts, such
awards may be subject to appeals, disputes, or litigation, including, but not limited to, bid protests by unsuccessful bidders.
Government demand and payment for our solutions may be impacted by public sector budgetary cycles and funding
authorizations, with funding reductions or delays adversely affecting public sector demand for our solutions. Government
entities may have statutory, contractual, or other legal rights to terminate our contracts for convenience or default. For purchases
by the U. S. federal government, the government may require certain products to be manufactured in the United States and other
high- cost manufacturing locations, and we or any third- party manufacturers may not manufacture all products in locations that
meet government requirements, and as a result, our business and results of operations may suffer. As a government contractor or
subcontractor, we must comply with laws, regulations, and contractual provisions relating to the formation, administration, and
performance of government contracts and inclusion on government contract vehicles, which affect how we and our partners do
business with government agencies. As a result of actual or perceived noncompliance with government contracting laws,
regulations, or contractual provisions, we may be subject to non- ordinary course audits and internal investigations which may
prove costly to our business financially, divert management time, or limit our ability to continue selling our products to our
government customers. These laws and regulations may impose other added costs on our business, and failure to comply with
these or other applicable regulations and requirements, including non- compliance in the past, could lead to claims for damages,
downward contract price adjustments or refund obligations, civil or criminal penalties, and termination of contracts and
suspension or debarment from government contracting or subcontracting for a period of time or indefinitely. Any such damages,
penalties, disruption, or limitation in our ability to do business with a government would adversely impact, and could have a
material adverse effect on, our business, financial condition, results of operations, cash flows, reputation and prospects. We
intend to invest to expand our business. Any failure to manage our limited financial and intellectual resources effectively could
materially and adversely affect our business, financial condition, results of operations, cash flows, reputation and prospects. We
intend to expand our operations. We expect our expansion to include: ¢ expanding the management, engineering, and product
teams; * identifying and recruiting individuals with the appropriate relevant experience; ¢ hiring and training new personnel; ¢
launching commercialization of new products and services; ¢ forecasting production and revenue and ERP modifications; ¢
entering into relationships with one or more third- party design- for- manufacturing partners and third- party manufacturers and /
or expanding our internal manufacturing capabilities; * controlling expenses and investments in anticipation of expanded
operations; * carrying out acquisitions and entering into collaborations, in- licensing arrangements, joint ventures, strategic
alliances, or partnerships; ¢ expanding and enhancing internal information technology, safety, and security systems; ¢
establishing or expanding sales, customer service, and maintenance and servicing facilities; * conducting demonstrations of
ocean robotic systems; ¢ entering into agreements with suppliers and service providers; and * implementing and enhancing
administrative infrastructure, systems, and processes. Should achieved market penetration warrant, we intend to continue to hire
a significant number of additional personnel, including engineers, design and production personnel, and operators and service
technicians for our ocean robotic systems and services. Because of the innovative nature of our technology, individuals with the
necessary experience may not be available to hire, and as a result, we will need to expend significant time and expense to recruit
and retain experienced employees and appropriately train any newly hired employees. Competition for individuals with
experience designing, producing, operating and servicing dexterous ocean robots and their software is intense, and we may not
be able to attract, integrate, train, motivate, or retain additional highly qualified personnel. The failure to attract, integrate, train,
motivate, and retain these additional employees could seriously harm our business, financial condition, results of operations,
cash flows, reputation and prospects. We are an ocean robotics and services company, with limited experience commercializing
our products and services. The projected financial and operating information appearing elsewhere in this Annual Report on
Form 10- K reflect estimates of future performance and is based on multiple financial, technical, and operational assumptions,
including hiring of addltlonal skllled personnel ina tlmely manner to support continued development and commercialization of
the core products; the st 6 ~the-level of demand for our ocean robotic
systems; the performance of our ocean robotlc systems the utlhzatlon of the ocean robot fleet; the useable life of the ocean
robotic systems; the ;-cost of manufacturing; the cost and availability of adequate supply of components; the nature and length
of the sales cycle; and the costs of, maintenance and servicing and refurbishing of our ocean robotic systems. However, given
our limited commercial experience, it is likely that many of these assumptions will prove incorrect. The projections are forward-
looking statements that are inherently subject to significant uncertainties and contingencies, many of which are beyond our
control. See “ Risk Factors, ” “ Management’ s Discussion and Analysis of Financial Condition and Results of Operations ” and
“ Cautionary Note Regarding Forward- Looking Statements. ” Whether actual operating and financial results and business
developments will be consistent with our expectations and assumptions as reflected in our forecast depends on a number of other
factors, many of which are outside our control, including, but not limited to: « whether we can obtain sufficient capital to sustain
and grow our business; ¢ our ability to manage our growth; ¢ the contractual terms of one or more agreements with third- party
manufacturers; « whether we can manage relationships with key suppliers and partners; ¢ the timing and costs of the required
marketing and promotional efforts; ¢ whether customers and their employees will adopt the ocean robotic systems offered by us;
« the timing required and success of customer testing of our technology; ¢ competition, including from established and future
competitors; ¢ our ability to retain existing key management, to attract additional leaders, to integrate recent hires and to attract,
retain, and motivate qualified personnel, including engineers, design and production personnel, and service technicians; ¢ the
overall strength and stability of domestic and international economies; * demand for currently available and future ocean robots;
« regulatory, legislative, and political changes; and ¢ customer requirements and preferences. Unfavorable changes in any of




these or other factors, most of which are beyond our control, could cause us to fail to meet our operating and financial
projections and could materially and adversely affect our business, financial condition, results of operations, cash flows,
reputation and prospects. We rely on third- party manufacturers / suppliers and expect to continue to do so for the foreseeable
future. This reliance on third parties increases the risk that we will not have sufficient quantities of our products or such
quantities at an acceptable cost, which could delay, prevent or impair our development or commercialization efforts. We rely on
third- party manufacturers / suppliers. This reliance on third- party manufacturers / suppliers increases the risk that we will not
have sufficient quantities of our products or such quantities at an acceptable cost, which could delay, prevent or impair our
development or commercialization efforts. Additionally, we may be unable to establish or continue any agreements with third-
party manufacturers / suppliers, on acceptable terms or at all. Even if we are able to establish agreements with third- party
manufacturers / suppliers, reliance on third- party manufacturers / suppliers entails additional risks, including: ¢ failure of third-
party manufacturers / suppliers to comply with regulatory requirements and maintain quality assurance; ¢ breach of the
manufacturing / supply agreement by the third party; ¢ failure to manufacture / supply our product according to our
specifications; ¢ failure to manufacture / supply our product according to our schedule or at all; * misappropriation of our
proprietary information, including our trade secrets and know- how; and ¢ termination or non- renewal of the agreement by the
third party at a time that is costly or inconvenient for us. If our current or future third- party manufacturers / suppliers cannot
perform as agreed, we may be required to replace such manufacturers / suppliers and we may be unable to replace them on a
timely basis or at all. Our current and anticipated future dependence upon third- party manufacturers / suppliers may adversely
affect our future profit margrns and our ability to commercrahze any products that receive marketrng approval ona trmely and
competrtrve basis. sh-w v : W v

-}ewefiﬂg—th&qual-i-ty—e-ﬁet&eustemeﬁser*iee—our business plans requrre a srgnrﬁcant amount of capltal Our future caprtal needs
may require us to sell additional equity or debt securities that may dilute our stockholders or introduce covenants that may
restrict our operations or our ability to pay dividends. We will require significant capital to operate our business and fund our
capital expenditures for the next several years. While we expect that we will have sufficient capital to fund our currently
planned operations, it is possible that we will need to raise additional capital to fund our business, including to finance ongoing
research and development costs, manufacturing, any significant unplanned or accelerated expenses, and new strategic alliances
or acquisitions. The fact that we have limited experience commercializing our ocean robotic systems on a large scale, coupled
with the fact that our products represent a new product category in the commercial and industrial ocean robotic market, means
we have limited historical data on the demand for our robotic systems. In addition, we expect our capital expenditures to
continue to be significant in the foreseeable future as we continue generational improvements for our commercial products, and
that our level of capital expenditures will be significantly affected by customer demand for our ocean robotic systems. As a
result, our future capital requirements may be uncertain and actual capital requirements may be different from those we
currently anticipate. We may need to seek equity or debt financing to finance a portion of our capital expenditures. Such
financing might not be available to us in a timely manner or on terms that are acceptable, or at all. Our ability to obtain the
necessary financing to carry out our business plan is subject to a number of factors, including general market conditions and
investor acceptance of our business model. These factors may make the timing, amount, terms, and conditions of such financing
unattractive or unavailable to us. If we are unable to raise sufficient funds, we will have to significantly reduce our spending,
delay or cancel our planned activities, or substantially change our corporate structure. We might not be able to obtain any
funding, and we might not have sufficient resources to conduct business as projected, both of which could mean that we would
be forced to curtail or discontinue our operations. In addition, our future capital needs and other business reasons could require
us to sell additional equity or debt securities or obtain a credit facility. The sale of additional equity or equity- linked securities
could dilute our stockholders. The incurrence of indebtedness would result in increased debt service obligations and could result
in operating and financing covenants that would restrict our operations and / or our ability to pay dividends. If we cannot raise
additional funds when we need or want them, our business, financial condition, results of operations, cash flows, reputation and
prospects could be negatively affected. We may not be able to increase our capital resources by engaging in additional debt or
equity financings. Even if we complete such financings, they may not be on favorable terms. These circumstances could
materially and adversely affect our financial results and impair our ability to achieve our business objectives. Additionally, we
may be required to accept terms that restrict our ability to incur additional indebtedness or take other actions (including terms
that require us to maintain spe(:lﬁed hqurdrty or other ratios) that would otherwrse be in the best interests of our stockholders Fo

the ocean services 1ndustr1es and important assurnptlons about the market demand, pricing, adoption rates and sales cycles with
respect to our current and future products and services may be inaccurate. Our core offering, a tetherless subsea robot, presents a
new service paradigm in the ocean services markets, which are currently dominated by conventional, tethered devices. The
market demand for and adoption of our offering is unproven, and important assumptions about the characteristics of targeted
markets, pricing, and sales cycles may be inaccurate. Although we have engaged in ongoing dialogue with potential customers,
we have few binding commitments to purchase products and services or to enter into software subscriptions. Existing or new



regulatory or safety standards, or resistance by customer employees and labor unions, all of which are outside of our control,
could cause delays or otherwise impair adoption of these new technologies, which will adversely affect our business, financial
condition, results of operations, cash flows, reputation and prospects . Customers may resist or delay the adoption of our
products and services for several reasons, including lack of confidence in autonomous and semi- autonomous ocean
vehicles. If our customers resist or delay adoption of our ocean robotic platforms, our business, financial condition,
results of operations, cash flows, reputation and prospects will be materially and adversely affected . We may be required
to offer products such as “ augmented autonomy ” solutions in order to allow for required cultural changes to occur. Given the
evolving nature of the markets in which we operate, it is difficult to predict customer demand or adoption rates for our products
or the future growth of the markets we expect to target. If one or more of the targeted markets experience a shift in customer or
prospective customer demand, our products may not compete as effectively, if at all, and they may not be fully developed into
commercial products. As a result, the financial projections in this Annual Report on Form 10- K necessarily reflect various
estimates and assumptions that may not prove accurate and these projections could differ materially from actual results because
of the risks included in this “ Risk Factors  section, among others. If demand does not develop as expected or if we cannot
accurately forecast pricing, adoption rates and sales cycles of our products, our business, results of operations and financial
condition will be adversely affected. The benefits of our products and services to customers and projected return on investment
have not been substantiated through long- term trials or use. Our core products’ benefits to customers and projected return on
investment have not been substantiated through long- term trials or use. We currently have a limited frame of reference for
evaluating the performance of our ocean robotic systems upon which our business prospects depend. There can be no assurance
that such units will provide the expected benefit to customers. Our ocean robotic systems may not perform consistently with
customers’ expectations or consistently with other robotics products that may become available. Any failure of our robotic
systems and software to perform as expected could harm our reputation and result in adverse publicity, lost revenue, delivery
delays, product recalls, product liability claims, and significant warranty and other expenses, and could have a material adverse
impact on our business, financial condition, results of operations, cash flows, reputation and prospects. Additionally, problems
and defects experienced by competitors or others in the ocean robotics market could, by association, have a negative impact on
perception and customer demand for our ocean robotic systems. Even if we successfully market our products and services, the
purchase or subscription, adoption, and use of the products and services may be materially and negatively impacted if our
customers resist the use and adoption of the products and services. We have designed and developed our robotic systems with
the goal of reducing operating costs and greenhouse gases via all- electric robot subsystems and the use of smaller surface
vessels. Even if we successfully market our products and services to customers, the purchase or subscription, adoption, and use
of the products and services may be materially and negatively impacted if our customers resist or delay their use and adoption of
our novel technology products and service offerings. Customers may resist or delay the adoption of our products and services
for several reasons, including lack of confidence in autonomous and semi- autonomous ocean vehicles. We will spend
significant time and resources en-betaunits-of our Aquanaat-Aquanauts for customer testing. If our customers resist or delay
adoption of our ocean robotic platforms, our business, financial condition, results of operations, cash flows, reputation and
prospects will be materially and adversely affected. If we are successful in commercializing our products and services, our
revenue will be concentrated in a limited number of models for the foreseeable future. #-Further, we are-sueeessful-have only

a very limited number of robotic systems in operation eemmeretalizing-our-produets-and-serviees-, ourrevente-and
significant time and capital resources will be required to manufacture additional systems eoneentrated-in-a-timited-number

of models-for-theforeseeable-futare-. We launched fhe—Aquanatﬁ—p%affemrm%Gﬂ—aﬁd-eaqaeeHe—latmeh—th&commermal services
utilizing preduetionverstons-of-the Aquanaut robotic system in 2024 , and expect to launch a commercial version of
ToolKITT software in 2025 . Such timeline may be delayed, including due to challenges in recruiting skilled employees,
difficulties in securing components and materials, development delays, difficulties relating to manufacturing of the units, and
other factors. Such challenges may result in the delay of the anticipated commercial launch or continued growth of one or
more of the products and services, which would adversely affect our financial and operating results. To the extent our products
and services do not meet customer expectations, or cannot be completed or manufactured or delivered on their projected
timelines and in line with cost and volume targets, our future sales and operating results may be adversely affected. Given that
for the foreseeable future our business will depend on a limited number of preduetmedels-robotic systems in service , to the
extent the operation of a particular produetmodelrobotic system is notwel-—reeetved-by-disrupted due to damage or defect
or any the-other marketreason , our revenue could be materially and adversely affected. This could have a material adverse
effect on our business, financial condition, results of operations, cash flows, reputation and prospects. We may not be able to
complete or enhance our product and seerce offerlngs through our research and development efforts. We Feo-commeretatty
; we-will need to continue to advance and evolve our products in response to

the evolv1ng demands of our customers in the Varlous 1ndustr1es we expect to serve. We expect to continue to develop our

atineh—a-1 anatita a-robotic systenrsystems ;-12624-, which will require 51gn1ﬁcant
additional expenses, and we may not be successful in commercializing or marketing the associated products and services at all
or within the currently expected timeline. In addition, notwithstanding our market research efforts, our future products and
services may not be accepted by customers or their employees. The success of any proposed product and service offerings will
depend on numerous factors, including our ability to: « attract, recruit and retain qualified personnel, including engineers, design
and production personnel and service technicians; ¢ identify the preferred product and service features in multiple industries,
such as offshore wind energy, defense, and subsea oil and gas and successfully incorporate those features into our products; ¢
develop and introduce in a timely manner proposed products and services of sufficient quality and in sufficient quantities; *
adequately protect our intellectual property and avoid infringing upon the intellectual property rights of third parties; and
demonstrate the cost savings and efficacy of our products and services. We have managed and expect to continue to manage our




product development efforts through the development of alpha units, beta units, and commercial units. If we fail to adequately
communicate to customers the improvements that are expected from one development stage to the next, or if customer feedback
from one development stage is not adequately reflected in the next, customers may not be persuaded of the value of our products
and services. If we fail to generate demand by developing products that incorporate features desired by customers, we may fail
to generate sufficient contracts to achieve or maintain profitability. We have in the past experienced, and may in the future
experience, delays in various phases of product development, including during research and development, manufacturing,
limited release testing, marketing, and customer education efforts. Further, delays in product development would postpone
demonstrations and customer testing, which are important opportunities for customer engagement, and cause us to miss
expected timelines. Such delays could cause customers to delay or forgo purchases of or subscriptions to our products and
services, or to purchase or subscribe for competitors’ products and services. Even if we can successfully develop proposed
products when anticipated, these products and their related services may not produce revenue in excess of the costs of
development and service, and they may be quickly rendered obsolete by changing customer preferences or the introduction by
competitors of products and services embodying new technologies or features. Defects, glitches, or malfunctions in our products
or the software that operates them, failure of our products to perform as expected, connectivity issues or operator errors, could
result in product recalls, lower than expected return on investment for customers, and could cause harm to operators and
significant safety concerns, each of which could adversely affect our results of operations, financial condition and our reputation.
The design, manufacture, and marketing of our products involve certain inherent risks. Manufacturing or design defects,
glitches, malfunctions, connectivity issues between the central processing unit and peripheral vehicle subsystems, unanticipated
use of our robotic systems, operator errors or inadequate disclosure of risks relating to the use of ocean robotic systems, among
other things, can lead to injury, property damage, or other adverse events. We conduct extensive testing of our units, in some
instances in collaboration with our customers, to ensure that any such issues can be identified and addressed in advance of
commercial launch of the products. However, there can be no assurance that we will be able to identify all such issues or that, if
identified, efforts to address them will be effective in all cases. In addition, if the manufacturing of our products is outsourced,
we may not be aware of manufacturing defects that could occur. Such adverse events could lead to unexpected failures in our
products and could result, in certain cases, in the removal of our products from the market. A product recall could result in
significant costs. To the extent any manufacturing defect occurs, our agreement with the third- party manufacturer may contain
a limitation on the third- party manufacturer’ s liability, and therefore we could be required to incur the majority of related costs.
Product defects or recalls could also result in negative publicity, damage to our reputation or, in the event of regulatory
developments, delays in new product acceptance. Our products incorporate sophisticated computer software. Complex software
frequently contains errors, especially when first introduced. Our software may experience errors or performance problems in the
future. If any part of our products’ hardware or software were to fail, the service mission could be compromised. Additionally,
users may not use our products in accordance with safety protocols and training, which could amplify the risk of failure.
Customers or other users also may fail to install updates and fixes to the software for several reasons, including poor
connectivity or inattention. Any such occurrence could cause delays in the market acceptance of our products, damage to our
reputation, or result in product recalls, 1ncrea%ed service and warranty costs, product hablhty Clarmﬂ and loss of revenue relatrng
to %uch hardware or %oftware defects antietpe at-aspa dinary ; :

adequafe—a-meﬁﬂfs—Even 1f our products perforrn properlyaﬁd—&fe—used—as—trﬁeﬂded— 1f operatorq sustain any injuries Whlle using
our products, we could be exposed to liability and our results of operations, financial condition, and reputation may be adversely
affected. Our products contain complex technology and must be used as designed and intended in order to operate safely and
effectively. While we expect to develop operation and safety procedures, as well as a training, eustonterserviee-and
maintenance and servicing infrastructure to ensure asets-are-eguipped-te-operate-operation of our products in a safe manner, we
cannot be sure that the products will ultimately perform safely in all circumstances be-tused-as-designed-and-intended-. [n
addition, we cannot be sure that we will be able to predict all the ways in which use ermisuse-of the products can lead to injury
or damage to property, and our operating procedures and training resources may not be successful at preventing all incidents.
If operators were to %u%tarn any 1nJur1e§ or cause any damage to property white-asing-from the use of our products ra-manter
; OnS—© wise-, we could be exposed to liability and our results of operations,
ﬁnancral condrtron and reputatlon may be adversely affected Our ability to manufacture We-haveno-experienee-maintaining
erservietng-our-products of sufficient quality on schedule is unproven atelarge-seate—Under-the-eonventional-serviee
eontractmeodel-, we—wrl-l—be—fespeﬁs*b%e-feﬁnarmenaﬂee—and sew-temg—delays in the des1gn, productlon and launch of our




; aterts v Our future busrness depends in large part on our abrhty to
execute our plans t0 design, develop, manufacture rnarket deploy and service our products. We intend to increasingly outsource
the manufacturing of our ocean robotic systems to one or more third- party manufacturing partners. While this arrangement may
lower operating costs, it also reduces our direct control over production and manufacturing. Such diminished control may have
an adverse effect on the quality or quantity of our units, or our flexibility to respond to changing conditions. Further, we plan to
continue to retain third- party vendors and service providers to engineer, design and test some of the critical systems and
components of our units. While this allows us to draw from such third parties’ industry knowledge and expertise, there can be no
assurance such systems and components will be successfully developed to our specifications or delivered in a timely manner to
meet our program timing requirements. Also, slower payment of vendors due to constrained capital could make access to needed
equipment and consumables difficult or expensive to procure. Our continued development and manufacturing of our
commercially available robotic system, Aquanaut, and of future models of our products, are and will be subject to risks,
including with respect to: ¢ costs to be incurred by us and / or any third- party manufacturing partners in meeting our
specifications and design tolerances; ¢ hiring and retaining a sufficient number of qualified employees, which are challenges that
have contributed to us being historically understaffed ¢ long- and short- term durability of our ocean robotic systems to
withstand day- to- day wear and tear; ¢ delays in delivery of final systems and components by our suppliers; * manufacturing of
robotic systems units in excess of demand due to contractual requirements or unexpected changes in demand; ¢ shifts in demand
for future models; ¢ quality controls, particularly as we plan to expand our production capabilities; * delays or disruptions in our
supply chain, or the need to order supplies in excess of demand due to batch number requirements or price thresholds; ¢« work
stoppages, labor strikes and other labor disputes or shortages affecting us or our suppliers, third- party manufacturers and other
partners; and ¢ other delays and cost overruns. We may seek to enter into strategic alliances, joint ventures, minority equity
investments, acquisitions, collaborations and in- license arrangements. There is no guarantee that any of these partnerships or
acquisitions would lead to any binding agreements or lasting or successful business relationships with third parties. If any of
these relationships are established, they may subject us to a number of risks, including risks associated with sharing proprietary
information, non- performance by the third party, and increased expenses in establishing new relationships, any of which may
materially and adversely affect our business. We may have limited ability to monitor or control the actions of these third parties
and, to the extent any of these strategic third parties suffer negative publicity or harm to their reputation from events relating to
their business, we may also suffer negative publicity or harm to our reputation by virtue of our association with any such third
party. Strategic business relationships will be an important factor in the growth and success of our business. However, there are
no assurances that we will be able to identify or secure suitable business relationship opportunities in the future or that our
competitors will not capitalize on such opportunities before we do. Moreover, identifying such opportunities could require
substantial management time and resources, and negotiating and financing relationships involves significant costs and
uncertainties. If we are unable to successfully source and execute on strategic relationship opportunities in the future, our overall
growth could be impaired, and our business, financial condition, results of operations, cash flows, reputation and prospects
could be materially adversely affected. When appropriate opportunities arise, we have in the past, and may in the future acquire
additional assets, products, technologies or businesses that are complementary to our existing business. From time to time, the
sellers of these assets, products and technologies or businesses may retain limited rights to the technology that they sell to us,
which in some circumstances could allow the sellers to compete with us in a limited fashion. In addition to possible stockholder
approval, we may need to obtain approvals and licenses from relevant government authorities and will be required to comply
with any applicable laws and regulations in connection with consummating proposed acquisitions, which could result in
increased delay and costs, and may disrupt our business strategy if we fail to do so. Furthermore, acquisitions and the
subsequent integration of new assets and businesses into our own require significant attention from our management and could
result in a diversion of resources from our existing business, which in turn could have an adverse effect on our operations and
financial results. Acquired assets or businesses may not generate the financial results we expect. Acquisitions could result in the
use of substantial amounts of cash, potentially dilutive issuances of equity securities, the occurrence of significant goodwill
impairment charges, amortization expenses for other intangible assets and exposure to potential unknown liabilities of the
acquired business. Moreover, the costs of identifying and consummating acquisitions may be significant. We are highly
dependent on the services of our senior management and other key employees and, if we are unable to attract and retain a
sufficient number of qualified employees, our ability to design, manufacture and launch our products, operate our business and
compete could be harmed. Our success depends, in part, on our ability to retain our key personnel. We expect that we will be



required to increase compensation levels of senior management and key employees to remain competitive with our peers. The
unexpected loss of or failure to retain one or more of our senior managers or other key employees could impair operations,
delay product development and require outsourcing to third parties, each of which in turn could adversely affect our business.
Our success also depends, in part, on our continuing ability to identify, hire, attract, train and develop other highly qualified
personnel. Experienced and highly skilled employees are in high demand and competition for these employees can be intense,
and our ability to hire, attract and retain them depends on our ability to provide competitive compensation. We may not be able
to attract, assimilate, develop or retain qualified personnel in the future, and our failure to do so could adversely affect our
business, including the execution of our business strategy. Any failure by our management team and our employees to perform
as expected may have a material adverse effect on our business, financial condition, results of operations, cash flows, reputation
and prospects. We swH-incur significant expenses and administrative burdens as a public company which could have a material
adverse effect on our business, financial condition, results of operations, cash flows, reputation and prospects. We sH-incur
significant legal, accounting and other expenses as a public company, and these expenses may increase even more after we are
no longer an emerging growth company, as defined in Section 2 (a) of the Securities Act. As a public company, we are subject
to the reporting requirements of the Exchange Act, the Sarbanes- Oxley Act, the Dodd- Frank Wall Street Reform and
Consumer Protection Act, as well as rules adopted, and to be adopted, by the SEC and Nasdaq. Our management and other
personnel will need to continue devoting a substantial amount of time to these compliance initiatives. We may need to hire
additional personnel to support our operations as a public company, which will increase our operating costs in future periods.
Moreover, our compliance with these rules and regulations has to date, and may in the future, involve substantially increased
legal and financial costs in addition to certain activities being more time- consuming and costly. The increased costs have and
may further increase our net loss. We cannot accurately predict or estimate the amount or timing of additional costs we may
incur in connection with being a public company. The impact of being a public company could also make it more difficult for
us to attract and retain qualified persons to serve on our Board, or on committees of our Board or as executive officers. Such
increased expenses and administrative burdens involved in operating as a public company could have a material adverse effect
on our business, financial condition, results of operations, cash flows, reputation and prospects. We may become subject to new
or changing governmental regulations relating to the design, manufacturing, marketing, distribution, servicing, or use of our
products, including as a result of climate change, and a failure to comply with such regulations could lead to withdrawal or recall
of our products from the market, delay our projected revenues, increase costs, or make our business unviable if we are unable to
modify our products to comply. We may become subject to new or changing international, federal, state and local regulations,
including laws relating to the design, manufacturing, marketing, distribution, servicing or use of our products. Such laws and
regulations may require us to pause sales and modify our products, which could result in a material adverse effect on our
revenues and financial condition. Such laws and regulations can also give rise to liability, such as fines and penalties, property
damage, bodily injury and cleanup costs. Capital and operating expenses needed to comply with laws and regulations can be
significant, and violations may result in substantial fines and penalties, third- party damages, suspension of production or a
cessation of our operations. Any failure to comply with such laws or regulations could lead to withdrawal or recall of our
products from the market. Climate change laws and environmental regulations could result in increased operating costs and
reduced demand for our products and services. Concerns over environmental pollution and climate change have produced
significant legislative and regulatory efforts on a global basis, and we believe this will continue both in scope and in the number
of countries participating. These changes could directly increase the cost of energy, which may have an effect on the way we
manufacture products or utilize energy to produce our products. In addition, any new regulations or laws in the environmental
area might increase the cost of raw materials or key components we use in our products. Environmental regulations may require
us to reduce product energy usage, monitor and exclude an expanding list of restricted substances and participate in recovery
and recycling of our products or components. We are unable to predict how any future changes will impact us and if such
impacts will be material to our business. Further, climate change laws, environmental regulations, and other similar measures
may have an effect on the operating activities of our customers, which may, in turn, reduce the demand for our products and
services. To the extent increasing concentrations of greenhouse gases in the Earth’ s atmosphere may produce climate changes
that have significant physical effects, such as increased frequency and severity of storms, droughts, floods and other climatic
events, such events could have a material adverse effect on the Company and potentially subject the Company to further
regulation. Our-eere-We may be subject to varlous new or changlng products regulatlons —me&udmg—t-he—&qu&naﬁt—e}ympie
1*Pﬂ‘l-and env1ronmental laws Te : ase;-and regulatlons serviee

pfeéueﬁeﬁ—aﬂd-fe}easeﬁf—etnepfeéuefs—could mateﬂa-l-lry—éamage—cause s1gn1ﬁcant ﬁnes and llablllty, or bf&nd—otherwme

adversely affect our business, financial condition, results of operations, cash flows, reputation and prospects. We seas
e*peﬂeﬂee-de}ays—m—must also comply with extensive government laws and regulatlons related to, among the-other design
things , health dev eration-, safety and performanee
tsswes—Fe-the env1ronment which govern the offshore and t-he—other areas where exteﬁt—we—de}ay—t-he—eemﬁ&efewl—latmeh—ef
our eeeanrrobotic systems operate , including vessel and port security laws. Since we have no prior history of offshore
operations, we may experience difficulties meeting the compliance standards of such laws and regulations, and our
inability to do so may cause us to lose prospective business ;-and adversely affect our financial condition ;-and results of
operations . Further , environmental ,health and safety and vessel and port security laws change frequently,and we may not be




able to anticipate such changes or the impact of such changes.There is no assurance that we can avoid significant costs,liabilities
and penalties imposed as a result of governmental regulation in the future.Changes in laws or regulations concerning our
offshore activities,the cost or availability of insurance,and decisions by clients,governmental agencies or other industry
participants could reduce demand for our services or increase our costs of operations,which could have a negative impact on our
financial position,results of operations or eash-cash flows, but we cannot reasonably or reliably estimate that such changes
will occur, when they will occur or if they will impact us. We are subject to the evolving data privacy and security laws
and regulations and any data breach may cause significant liabilities, fines, litigation and may negatively affect our
business, financial condition, results of operations, cash flows, reputation and prospects . We are subject to or affected by a
number of U. S. federal, state and local and non- U. S. laws and regulations, as wilt-well tikely-as contractual obligations
and industry standards, that impose certain obligations and restrictions with respect to data privacy and security, and
govern our collection, storage, retention, protection, use, processing, transmission, sharing and disclosure of personal
information, including that of our employees, customers and others. Most jurisdictions have enacted laws requiring
companies to notify individuals, regulatory authorities and others of security breaches involving certain types of data.
Such laws may be matertatly-inconsistent or may change, and new laws may be adopted.In addition,our agreements with
certain customers may require us to notify them in the event of a security breach.Mandatory disclosures relating to security
breaches are costly,could lead to negative publicity,result in penalties,fines,or litigation,cause our customers to lose confidence
in the effectiveness of our security measures and require us to expend significant capital and other resources to respond to and /
or alleviate problems caused by the actual or perceived security breach.Our privacy policy regarding our
collection,processing,use and disclosure of personal information and / or other confidential information is published on our
website.Although we endeavor to comply with our published policies,we may at times fail to do so or may be perceived to have
failed to do so.Moreover,despite our efforts,we may not be successful in achieving compliance,including if our
employees,contractors,service providers or vendors fail to comply with our policies and other requirements.Such failures can
subject us to potential action by governmental or regulatory authorities if they are found to be deceptive,unfair,or
misrepresentation of our actual practices.Any actual or perceived inability of the Company to adequately address privacy and
security concerns or comply with applicable laws,rules and regulations relating to privacy,data protection or data security,or
applicable privacy notices,could lead to investigations,claims,and proceedings by governmental entities and private
parties,damages for contract breach,and other Mgmhcant costs,penalties,and other liabilities.Any such claims or other
proceedings could be expensive and time- consuming to defend and could result in adversely—- adverse affeeted-publicity. Any
of the foregoing may have an adverse effect on our business, financial condition, results of operations, cash flows,
reputation and prospects . e are subject haveno-experienee-to date-cybersecurity risks to our operational systems,

security systems, 1nfrastructure, 1ntegrated software in h-rgh-—vol-ttme—m&nufaett&mg—e-ﬁour prodmts rand data processed by

business and operatlons involve the collection, storage, processing, and transmission of personal data and certain other
sensitive and proprietary data of collaborators, customers, and others. Additionally, we maintain sensitive and
proprietary information relating to preduee-our eeean-vehieles-business, such as our own proprietary information and
personal data relating to our employees. An increasing number of organizations have disclosed breaches of their
information security systems and other information security incidents, some of which have involved sophisticated and
highly targeted attacks . \We donotknow-whether-may be a target for attacks by state- sponsored actors and others
designed to disrupt our operations eur-- or fiture-to attempt to gain access to our systems or data that is processed or
maintained in our business. We are at risk for interruptions, outages and / or breaches, as applicable of: our operational
systems, including business, ﬁnanclal accountlng, product development data processing or production processes, and
those of our third- party man 0 d arty-vendors or suppliers;our facility security
systems,and those of our third- party Vendors or supphers our transmission control modules or other in- product technology,and
those of our third- party vendors or suppliers;the integrated software in our units and the customer data that we process or that
our third- party vendors or suppliers process on our behalf.Because techniques used to obtain unauthorized access to or to
sabotage information systems change frequently and may not be known until launched against a target,we may be unable to
anticipate or prevent these attacks,react in a timely manner,or implement adequate preventive measures,and may face delays in
our detection or remediation of,or other responses to,security breaches and other privacy- and security- related incidents.Such
incidents could,among other things,materially disrupt our operational systems;result in loss of intellectual property,trade secrets
or other proprietary or competitively sensitive information;compromise certain information of customers,employees,suppliers,or
others;jeopardize the security of our facilities;or affect the performance of in- product technology and the integrated software in
our units.Certain efforts may be state- sponsored or supported by significant financial and technological resources,making them
even more difficult to detect,remediate,and otherwise respond to. We-ptan-te-ineludeproduet serviees-Although we are in the
process of implementing certain systems and fuﬂeﬁeﬂa-l-rty—processes thdt ut-rhze—are deslgned to protect our data
eonneetivity-to-monitor-performanee-and systems t , as-well-asforsafety-to

the extent same are within our control, and eest—smng—prevent&twe—mamteﬂaﬂee—to prevent data loss,and other security
breaches and security incidents,these securlty measures cannot guarantee securlty The av&r}abﬂ-&y—IT and effeeﬁ-VeﬂeSS—e-f

infrastructure used in our business may

eommunieations-systems-Sueh-systems-with-be v ulnemble to damage—cyberattacks or tnteﬂﬁpﬁeﬁ—freﬂa—securlty breaches,and
third partles may be able to deve}ep—ef-ﬁeteﬂt—access data , 1nclud1ng personal data au-temated—}ew-—eest—pfedtteﬁeﬂ
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that of our customers , reqtired-to-sueeessfully-market-collaborators and partners, our employees’ personal data, eut— or
robotie-other sensitive and proprietary data, accessible through those systems. Evenif+we-and-Employee error,
malfeasance, our— or third—party-manufactarers-other errors in the storage, use, or transmission of any of these types of
data could result in an actual or perceived privacy or security breach or other securlty 1nc1dent Moreover, there arc
sueeessful-in-inherent l‘lSkS assoclated with dev elopmg g
components-, improving we-do-no W W tds-sigh

overruns-, expanding and updatlng -rne}udmg—as—a—fes&l-t—ef—faetefs—beyeﬂd—our eeﬂtfe-l-current systems, such as pfeb}ems—the
disruption of our data management, procurement, production execution, finance, supply chain and sales and service
processes. These risks may affect our ability to manage our data and inventory, procure parts or supplies, manufacture,
deploy, deliver and service our units, adequately protect our intellectual property or achieve and maintain compliance

with stlpphefs—aﬂd-veﬂdefs— er—feree—majeufe-events—eﬁi—&me—teﬁeet—euﬁ or reallze avallable benefits under Hit

; 3 v ; . We cannot be sure that these systems upon which we
rely, including those of our thlrd- party vendors and supphers, will be able-effectively implemented, maintained or
expanded as planned. If we do not successfully implement, maintain or expand these systems as planned, our operations
may be disrupted, our ability to adaptte-accurately and timely report our financial results could be impaired,and deficiencies
may arise in our internal control over financial reporting,which may impact our ability to certify our financial
results.Moreover,our proprietary information or intellectual property could be compromised or misappropriated,and our
reputation may be adversely affected.If these systems do not operate as we expect them to,we may be required to expend
significant resources to make corrections or find alternative sources for performing these functions.Any actual or perceived
security breach or security incident,or any systems outages or other disruption to systems used in our business,could interrupt
our operations,result in loss or improper access to,or acquisition or disclosure of,data or a loss of intellectual property
protection,harm our reputation and competitive position,reduce demand for our products terefteet-, damage our relationships
with customers, partners, collaborators, or others, or result in claims, regulatory investigations, and proceedings and
significant legal, regulatory, and financial exposure, and any such feedbaek—sueecessfully-incidents or any perception that
or-our at-security measures are inadequate could lead to loss of confidence in us and harm to our reputation,any of which could
adversely affect our business,financial condition,and results of operations.Any actual or perceived breach of privacy or
security,or other security incident,impacting any entities with which we share or disclose data (including,for example,our third-
party technology providers) could have similar effects.We expect to incur significant costs in connection with our efforts to
detect and prevent privacy and security breaches and other privacy- and security- related incidents,and may face increased costs
and be required to expend substantial resources in the event of an actual or perceived privacy or security breach or other security
incident.We are subject to the H-S-andferetgn-anti- corruption laws and anti- money laundering laws in countries in which we
conduct actlvmes, dnd fegu}aﬁeﬂHVe-eet&d—faee-any v1olat10ns of such reglmes may result in investigations, criminal
liability and e wotd-could harm-adversely affect
our business,financial condition, results of operatlons -eash—ﬂews—repﬂf&ﬁen—dnd plospeuts We are subject to the U.S.Foreign
Corrupt Practices Act of 1977,as amended (the “ FCPA ”),the U.S.domestic bribery statute contained in 18 U.S.C.§ 201,the
U.S.Travel Act,and other anti- corruption,anti- bribery and anti- money laundering laws in countries in which we conduct
activities.Anti- corruption laws are interpreted broadly and prohibit companies and their employees,business partners,third-
party intermediaries,representatives,and agents from authorizing,promising,offering or providing,directly or indirectly,improper
payments or anything else of value to government officials,political candidates,political parties,or commercial partners for the
purpose of obtaining or retaining business or securing an improper business advantage.From time to time , we have direct and
indirect interactions with foreign officials,including in furtherance of sales to governmental entities in non- U.S.countries.We
sometimes leverage third parties to conduct our business abroad,and our third- party business partners,representatives,and agents
may have direct or indirect interactions with officials and employees of government agencies or state- owned or affiliated
entities.We can be held liable for the corrupt or other illegal activities of our employees or these third parties,even if we do not
explicitly authorize or have actual knowledge of such activities.The FCPA and other applicable laws and regulations also require
that we keep accurate books and records and maintain internal controls and compliance procedures designed to prevent any such
actions.While we have policies and procedures to address compliance with such laws,there can be no assurance that all

eustomers-whe-initially-expressed-of our employees, business partners, third- party intermediaries, representatlves, an-and
interest-agents will not take actions in violation of our policies and / etir- or applicable laws propesed-produets;-an

regulations i-turn-influenced-the-designof ourproduets-, and we may be ultimately held responsible deetde—te—net—eﬂter—rn’fe
binding-eommitments-or-for any such violations. Our liability exposure relating to adept-potential violations of these and




laws and regulations increases as our international presence expands and as we increase sales and operations in foreign
jurisdictions.Any violations of the laws and regulations described above may result in whistleblower complaints,adverse media
coverage,investigations,substantial civil and criminal fines and penalties,damages,settlements,prosecution,enforcement
actions,imprisonment,the loss of export or import privileges,suspension or debarment from government contracts,tax
reassessments,breach of contract and fraud litigation,reputational harm and other consequences,any of which could adversely
affect our business,financial condition,results of operations,cash flows,reputation and prospects.In addition,responding to any
investigation or other proceeding would likely involve a-a eempetitor-significant diversion of management ° s attention and
resources and significant defense costs and other professional fees.We are subject to governmental export and import controls
and other laws and regulations that could subject us to liability in the event of noncompliance.Our products are subject to export
/ import control,and economic sanctions laws and regulations,including the U.S.Export Administration Regulations (“ EAR
”),U.S.Customs and Border Protection regulations and various economic and trade sanctions regulations administered by the
U.S.Treasury Department’ s Office of Foreign Assets Control.Exports of our robotic systems and technology must be in
compliance with these laws and regulations. If we fail to comply with these laws and regulations ., we and certain of our
employees could be subject to substantial civil etr—- or bustness-criminal penalties , finanetal-eonditton;restlts-including the
possible loss of eperations-export or import privileges; fines , eash-flows-which may be imposed on us and responsible
managers / employees; and , in extreme cases, the incarceration of responsible employees or managers. Moreover,
international sales of certain of our products are subject to U. S. laws, reputation-regulations and prespeets-policies like the
International Traffic in Arms Regulations (“ ITAR ) and other export laws and regulations and may be subject to first
obtaining licenses, clearances or authorizations from various regulatory entities. If we are not allowed to export our
products or if the clearance process is burdensome and costly, our ability to generate revenue would be adversely affected
affeeted-.In addition,changes to our ocean robotic systems,or changes in applicable export / import control or economic
sanctions laws and regulations may delay in the introduction and sale of our robotic systems and solutions or,in some
cases,prevent the export or import of our robotic systems to certain countries,governments,or persons altogether.Compliance
with such laws and regulations may be costly and require time and attention from our management.Any change in export /
import controls or economic sanctions , laws and regulations,or shift in the scope of enforcement of existing laws and
regulations,or change in the countries,governments,persons,or technologies covered by such laws and regulations,could also
result in decreased use of our robotic systems,as well as our decreased ability to export or market our robotic systems to potential
customers.Any decreased use of our robotic systems,and any limitation on our ability to export or market our robotic systems
would likely adversely affect our business,financial condition,results of operations,cash flows,reputation and prospects . Our
business, financial condition, results of operations, cash flows, reputation and prospects depend significantly on our ability to
build the Nauticus brand. We may not succeed in continuing to establish, maintain and strengthen the Nauticus brand, and our
brand and reputation could be harmed by negative publicity regarding us or our products. Our business, financial condition,
results of operations, cash flows, reputation and prospects are heavily dependent on our ability to develop, maintain and
strengthen the Nauticus brand. If we do not continue to establish, maintain and strengthen our brand, we may lose the
opportunity to build a critical mass of customers. Promoting and positioning our brand will depend significantly on our ability to
provide high quality products and engage with our customers as intended. In addition, our ability to develop, maintain and
strengthen the Nauticus brand may depend on the acceptance of our products by employees of our customers. To promote our
brand, we may be required to change our customer development and branding practices, which could result in substantially
increased expenses, including the need to use traditional media including print media. If we do not develop and maintain a
strong brand, our business, financial condition, results of operations, cash flows, reputation and prospects will be materially and
adversely impacted. In addition, if negative incidents occur or are perceived to have occurred, whether or not such incidents are
our fault, we could be subject to adverse publicity. In particular, given the popularity of social media, any negative publicity,
whether true or not, could quickly proliferate and harm perceptions and confidence in the Nauticus brand. Furthermore, there is
the risk of potential adverse publicity related to our manufacturing or other partners whether or not such publicity is related to
their collaboration with us. Our ability to successfully position our brand could also be adversely affected by perceptions about
the quality of our competitors’ products. We rely on third- party suppliers for the provision and development of many of the key
components and materials used in our products. We have not yet identified all of the suppliers, contractors and other third parties
that we are likely to rely on to support future commercialization of our core products. While we plan to obtain components from
multiple sources whenever possible, some of the components used in our products may have to be purchased by us from a single
source. If our third- party suppliers are unable to supply key components and materials at the required volume, our sales,
revenues and profitability will likely be adversely affected. Our third- party suppliers may also not be able to meet the
specifications and performance characteristics required by us, which would impact our ability to achieve our product
specifications and performance characteristics as well. Additionally, our third- party suppliers may be unable to obtain or
maintain required certifications relating to their products that we currently or may in the future use, or unable to provide
warranties that are necessary for our solutions. If we are unable to obtain components and materials used in our products from
our suppliers, our business would be adversely affected. We have less negotiating leverage with suppliers than larger and more
established companies and may not be able to obtain favorable pricing and other terms. For example, agreements with suppliers
may include terms that are unfavorable to us, such as requirements that we order components and / or manufactured units in
excess of our demand due to batch number requirements or price thresholds. While we believe that we may be able to establish
alternate supply relationships and can obtain or engineer replacement components for our single source components, we may be
unable to do so in the short term, or at all, at prices or quality levels that are favorable to us, which could have a material adverse
effect on our business, financial condition, results of operations, cash flows, reputation and prospects. Moreover, we and our
suppliers are currently experiencing increases in the cost of, and an interruption in, the supply or shortage of materials. It is



unclear how long these challenges will remain. Due to the complexity of our products, each unit is expected to contain several
thousand components. Difficulty securing any components and materials could result in delays in the development of these core
products, which delays could be compounded if components or units require redesign or reengineering. Any sustained or further
ssupply interruptions or shortages could therefore prevent or delay the commercialization of our products and materially and
negatively impact our business, financial condition, results of operations, cash flows, reputation and prospects. We and our
suppliers use various materials in our respective businesses and products, including, for example, semiconductor chips, energy
storage materials, commodity materials and specialty metal alloys, and the prices for these materials fluctuate. The available
supply of some of these materials and components is currently and may continue to be unstable, depending on market conditions
and global demand, and could adversely affect our business and operating results. Risks relating to our supply chain include: «
Buy American ” or other similar requirements that may be imposed on government contractors; * an increase in the cost, or
decrease in the available supply, of semiconductor chips, electrical components, commodity materials and specialty alloys; ¢
disruption in the supply of lithium- ion batteries due to quality issues or recalls; ¢ the impeosition of additional duties, tariffs
and other charges or quotas on imports; and « fluctuations in the value of any foreign currencies in which manufactured parts,
commercial components and related raw material purchases are or may be denominated against the U. S. dollar. Our business is
also dependent on the continued supply of lithium- ion battery cells. While we believe several sources of lithium- ion cells are
available, we have to date sourced from only one supplier for our commercial production, and we may have limited flexibility in
changing cell suppliers once contracted. Any disruption in the supply of battery cells from such suppliers could disrupt
production of our products. Furthermore, fluctuations or shortages in raw materials or components and other economic
conditions may cause us to experience significant increases in freight charges and material costs. Substantial increases in the
prices of materials, including prices charged to us, such as those charged by battery cell suppliers, would increase our operating
costs, and could reduce our margins if the increased costs cannot be recouped through increased rental cost or unit sales prices.
Any attempts to increase product prices in response to increased material costs could result in cancellations of orders and
reservations and therefore materially and adversely affect our brand, image, business, financial condition, results of operations,
cash flows, reputation and prospects. Our robotic systems use bespeke-batteries that rely on lithium- ion chemistry battery
eels-, which, if not appropriately handled, controlled, or stored, could catch fire or vent smoke and flame. The battery packs
within our robotic systems use bespeke-lithium- ion cells. If not properly handled or subjected to environmental stresses,
lithium- ion cells can rapidly release the energy they contain by venting smoke and flames in a manner that can ignite nearby
materials as well as other lithium- ion cells. While these battery packs are designed to contain any single cell’ s release of energy
without spreading to neighboring cells, a field or testing failure of battery packs in our robotic systems could occur, which could
result in bodily injury or death and could subject us to lawsuits, field actions (including product recalls), or redesign efforts, all
of which would be time consuming and expensive and could harm our brand image. Also, negative public perceptions regarding
the suitability of lithium- ion cells for littoral or deep sea applications, the social and environmental impacts of mineral mining
or procurement associated with the constituents of lithium- ion cells, or any future incident involving lithium- ion cells, such as a
vehicle or other fire, could materially and adversely affect our reputation and business, financial condition, results of operations,
cash flows, reputation and prospects. In addition, we store lithium- ion batteries at our facilities. While we store only a limited
number of such batteries at our facilities commensurate with our inventory and testing of robotic systems, any mishandling of
battery cells, or any fire or other safety issue related to the cells, could disrupt our operations, and any prolonged or significant
disruption would materially and adversely affect our business, financial condition, results of operations, cash flows, reputation
and prospects. Such damage or injury could also lead to adverse publicity, regulatory action, or a safety recall. In addition, the
transportation and effective storage of lithium- ion batteries is also tightly regulated by the U. S. Department of Transportation
and other regulatory bodies, and any failure to comply with such regulation could result in fines, loss of permits and licenses or
other regulatory consequences, which could limit our ability to manufacture and deliver our robotic systems and negatively
affect our business, financial condition, results of operations, cash flows, reputation and prospects. Laws, regulations, and other
legislative...... or if they will impact us. |If we are unable to continue contracting with third- party manufacturing partners on
terms acceptable to us, we would need to develop our own manufacturing facilities, which may not be feasible and, if feasible,
would significantly increase our capital expenditures and operating expenditures, and would significantly delay or inhibit
production of our robotic systems. If we need to develop our own manufacturing and production capabilities, which may not be
feasible, it would significantly increase our capital and operating expenditures and would significantly delay production of our
robotic systems. This may require us to attempt to raise or borrow additional money, which may not be successful. Also, it may
require us to change the anticipated pricing of our offerings, which would adversely affect our margins and cash flows. Any of
the foregoing could adversely affect our business, financial condition, results of operations, cash flows, reputation and prospects.
Accordingly, investors should not place undue reliance on our statements about our production plans or their feasibility in the
timeframe anticipated, or at all. We may not be able to implement our business strategy in the timeframe anticipated, or at all.
We will require significant capital to develop and grow our business, including developing and producing our commercial
robotic systems and other products, establishing or expanding design, research and development, production, sales and
maintenance and service facilities and building our brand. We have incurred and expect to continue incurring significant
expenses which will impact our profitability, including research and development expenses, procurement costs, sales, marketing
and distribution expenses as we build our brand and market our robotic systems, and general and administrative expenses as we
scale our operations, identify and commit resources to investigate new areas of demand and incur costs as a public company. In
addition, we may incur significant costs servicing, maintaining and refurbishing our robotic ocean vehicles, and we expect that
the cost to repair and service our robotic systems will increase over time as our vehicles age. Our ability to become profitable in
the future will not only depend on our ability to complete the design and development of our robotic vehicles to meet projected
performance metrics, identify and investigate new areas of demand and successfully market our robotic systems and ToolKITT



software subseriptionr-medel-, but also to sell, whether outright or through subscriptions, our ocean systems at prices needed to
achieve our expected margins and control our costs, including the risks and costs associated with operating, maintaining and
ﬁnancing our robotic systems. If we are unable to efficiently design, develop, manufacture, market, deploy, distribute and
service our robotic systems in a cost- effective manner, our business, financial Condmon result% of operatlons Caih flows,
reputatlon and pro%pect% would be materlally and adversely affected —W antifa g &t

aﬁd—pfespeefs— We Currently target many customers that are large corporatlon% Wlth iubstantlal negotlatlng power, exactlng
product standards and potentially competitive internal solutions. If we are unable to sell our products and services to these
customers, our business, financial condition, results of operations, cash flows, reputation and prospects will be materially and
adversely affected. We expect that many of our potential customers will be large, multinational corporations with substantial
negotiating power relative to us and, in some instances, may have internal solutions that are competitive to our products. These
large, multinational corporations also have significant developmental resources, which may allow them to acquire or develop
independently, or in partnership with others, competitive technologies. Meeting the technical requirements and securing binding
commitments from any of these companies will require a substantial investment of our time and resources. We cannot assure you
that our products will secure binding commitments from these or other companies or that we will generate meaningful revenue
from the sales of our products to these key potential customers. If our products are not selected by these large corporations or if
these corporations develop or acquire competitive technology, there will be an adverse effect on our business. Our product
offerings compete in a broad competitive landscape that includes incumbent actors, and emerging players in the blue technology
markets, particularly companies focused on deploying ocean services with large vessels, tethered hydraulic and hybrid- electric
ROVs, survey and hovering AUVs, electric platforms, remote monitoring, and other autonomy and perception technologies
applied to adjacent ocean markets including autonomous shipping and subsea mining. A breakdown of the competitive
landscape by Nauticus product area is as follows: * Our untethered electric ocean robots and software platform compete with
other tethered hydraulic and electric ROVs and AUVs for performing inspection, maintenance, repair, and physical interventions
of ocean assets for sectors including offshore wind, oil & gas, aquaculture, port management, and defense and intel markets. ©
Our underlining autonomy software platform includes modern robotics and automation technologies for autonomous navigation,
manipulation, data orchestration and compression, behavior and mission execution and could face additional competition from
the automotive and aerospace sectors working to solve similar challenges in different markets. At the most basic level, these
software platforms are similar in nature and our software could also be applied in additional markets outside of the blue
technologies and ocean services space. * Our business model faces a multifaceted competitive landscape that not only includes
long established and largely undifferentiated ocean services companies but also other emerging companies which are bringing
new approaches to the markets targeted by us and may evolve to a competitive stature in these markets. We also face
competition from bluetech software companies, and as we expand into different markets, we could face more boarder
competition from autonomy software automotive companies if / as they diversify into the ocean markets. * Our robotic platforms
also compete with other unmanned vehicles manufactured or otherwise offered by companies and traditional automation and
robotics companies. © Other companies are working to develop untethered ROVs and AUVs which could directly compete
with our products and services. These companies have products that are commercially available and in development. We
expect some products currently in development to become commercially available in the next few years and present a
competitive threat to our products. Our competitor base may change or expand as we continue to develop and commercialize our
robotic systems in the future. The above mentioned or other competitors may develop new technologies or products that provide
superior results to customers or that are less expensive than our products. Such developments could weaken the competitiveness
of our technologies and products. Our competitors may respond more quickly to new or emerging technologies, undertake more
extensive marketing campaigns, have greater financial, marketing, manufacturing and other resources than we do, or may be
more successful in attracting potential customers, employees and strategic partners. We compete against numerous large and
well- funded competitors that are capable of rapidly investing capital in our target markets. In addition, potential customers
could have long- standing or contractual relationships with competitors. Potential customers may be reluctant to adopt our
products, particularly if they compete with or have the potential to compete with, or diminish the need / utilization of products or
technologies supported through these existing relationships. If we are not able to compete effectively, our business, financial
condition, results of operations, cash flows, reputation and prospects will be negatively impacted. In addition, because we
operate in a new market, the actions of our competitors could adversely affect our business. Adverse events such as product



defects or legal claims with respect to competing or similar products could cause reputational harm to the ocean robotics market
on the whole and, accordingly, to our business. Our target markets include international markets which require skills,
knowledge and competencies in foreign exchange, taxation, legal, export controls, anti- bribery and other fields. We have
added personnel with the necessary skills to oversee these risks and the ability is concentrated in few individuals. Our
target markets are largely international and require skills, knowledge and competencies in foreign exchange, taxation, legal,
export controls, anti- bribery and other fields. We have only recently added personnel with the necessary skills to oversee these
risks and the ability is concentrated in few individuals. We expect our period- to- period financial results to vary based on our
operating costs and product demand, which we anticipate will fluctuate as the pace at which we continue to design, develop and
manufacture new robotic systems, increase production capacity and establish or expand design, research and development,
production, sales and service facilities. Additionally, our revenues from period to period may fluctuate as we identify and
investigate areas of demand, adjust volumes and add new product derivatives based on market demand and margin
opportunities, develop and introduce new robotic systems or introduce existing robotic systems to new markets for the first time
. Further, we have a very limited number of systems in operation and disruption of the operation of one or more of these
systems could materially impact results . As a result of these factors, we believe that quarter- to- quarter comparisons of our
financial results, especially in the short term, are not necessarily meaningful and that these comparisons cannot be relied upon as
indicators of future performance. Moreover, our financial results may not meet expectations of equity research analysts, ratings
agencies or investors, who may be focused only on quarterly financial results. If any of this occurs, the trading price of our
securities could fall substantially, either suddenly or over time. If we fail to implement or maintain appropriate and effective
internal control over financial reporting and disclosure controls and procedures, we may suffer harm to our reputation and
investor confidence levels. The process of designing and implementing effective internal controls is a continuous effort that
requires us to anticipate and react to changes in our business and the economic and regulatory environments and to expend
significant resources to maintain a system of internal controls that is adequate to satisfy our reporting obligations as a public
company. If we are unable to establish or maintain appropriate internal controls and procedures, it could cause us to fail to meet
our reporting obligations on a timely basis, result in material misstatements in our consolidated financial statements, and harm
our operating results. In addition, we are required, pursuant to Section 404 of the Sarbanes- Oxley Act (“ Section 404 ™), to
furnish a report by management on, among other things, the effectiveness of our internal control over financial reporting in our
Annual Reports on Form 10- K. Internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements in accordance with GAAP. This
assessment includes disclosure of any material weaknesses identified by our management in its assessment of and report on our
internal control over financial reporting. The rules governing the standards that must be met for our management to assess our
internal control over financial reporting are complex and require significant documentation, evaluation, re- evaluation and / or
testing, and possible remediation. Evaluating, re- evaluating and / or testing and maintaining internal controls may divert our
management’ s attention from other matters that are important to our business. Our evaluation and, once we are no longer an
emerging growth company, testing, or the subsequent testing (if required) by our independent registered public accounting firm,
may reveal deficiencies in our internal control over financial reporting that are deemed to be material weaknesses. A material
weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a
reasonable possibility that a material misstatement of the entity’ s financial statements will not be prevented or detected on a
timely basis. Any material weaknesses could result in a material misstatement of our annual or quarterly consolidated financial
statements or disclosures that may not be prevented or detected. The existence of any material weakness would require
management to devote significant time and incur significant expense to remediate any such material weakness, and management
may not be able to remediate any such material weakness in a timely manner. Ineffective disclosure controls and procedures and
internal control over financial reporting could harm our reputation and cause investors to lose confidence in our reported
financial and other information, which could cause the market price of our securities to decline and possibly subject us to
sanctions or investigations by regulatory authorities. Failure to implement or maintain effective internal control over financial
reporting and disclosure controls and procedures required of public companies could also restrict our future access to the capital
markets. We expect that the requirements of the...... the near future or at all. Our ability to use net operating loss carryforwards
to offset future income is subject to limitation and risk that could further limit our ability to utilize our net operating losses. As of
December 31, 2023-2024 , we had federal net operating losses (“ NOLs ) of approximately $ 121 74—4-million, of which about
$ 646, 000 begin to expire in 2035 and the remainder have no expiration. Under current law, federal NOLs generated in taxable
years ending after December 31, 2017, may be carried forward indefinitely, but the deductibility of such federal NOLs may be
limited to 80 % of our taxable income annually for tax years beginning after December 31, 2020. NOLs generated prior to
December 31, 2017, however, have a 20- year carryforward period, but are not subject to the 80 % limitation. In addition, the
NOLs are subject to review and possible adjustment by the Internal Revenue Service and state tax authorities. Under Sections
382 and 383 of the Code, these federal NOLs and other tax attributes may become subject to an annual limitation in the event of
certain cumulative changes in our ownership. An “ ownership change ” pursuant to Section 382 of the Code generally occurs if
one or more stockholders or groups of stockholders who own at least 5 % of a company’ s stock increase their ownership by
more than 50 percentage points over their lowest ownership percentage within a rolling three- year period. Our ability to utilize
NOLs and other tax attributes to offset future taxable income or tax liabilities may be limited as a result of ownership changes 5
ineluding changesineconneetionwith-the Business-Combination-erether transaetions-. Similar rules may apply under state tax
laws —We-hav y ired-the-atte ative-changet wiershipresultingfrom

earn taxable income, such limitations could result in increased future income tax liability to us and our future cash flows could
be adversely affected. We have recorded a full valuation allowance related to our NOLs and other deferred tax assets due to the



uncertainty of the ultimate realization of the future benefits of those assets. We-expeet-to-eontinte-to-ineur R-&D-eosts-and

pfe-ﬁ-t&b-}e—thlgatlon or legal proceedlngs could expose us to s1gn1ﬁcant 11ab111t1es and have a negative impact on our reputation
or business. We may become subject to claims, litigation, disputes and other legal proceedings from time to time. We evaluate
these claims, litigation, disputes and other legal proceedings to assess the likelihood of unfavorable outcomes and to estimate, if
possible, the amount of potential losses. These assessments and estimates are based on the information available to management
at the time and involve a significant amount of management Judgment Actual outcomes or losses may differ materially from our
assessments and estimates - 6 9 W a y

agents- The defense of any such lawsults even if they are unmented and whether or not we ultlmately prevail, may divert
management’ s attention, and we may incur significant expenses in defending these lawsuits. The results of litigation and other
legal proceedings are inherently uncertain, and adverse judgments or settlements in some of these legal disputes may result in
adverse monetary damages, penalties or injunctive relief against us, which could negatively impact our financial position, cash
flows or results of operations . We are subject to evolving laws......, cash flows, reputation and prospects . Our management
team has and will continue to have broad discretion in making strategic decisions to execute our growth plans, and there can be
no assurance that our management’ s decisions will result in successful achievement of our business objectives or will not have
unintended consequences that negatively impact our growth prospects. Our management has and will continue to have broad
discretion in making strategic decisions to execute our growth plans and may devote time and company resources to new or
expanded solution offerings, potential acquisitions, prospective customers or other initiatives that do not necessarily improve our
operating results or contribute to our growth. Management’ s failure to make strategic decisions that are ultimately accretive to
our growth may result in unfavorable returns and uncertainty about our prospects, each of which could cause the price of the
Common Stock to decline. As part of growing our business, we have made and may undertake acquisitions, from time to time. If
we fail to successfully select, execute, or integrate our acquisitions, our business, results of operations and financial condition
could be materially adversely affected, and our stock price could decline. Failure to successfully identify, complete, manage and
integrate acquisitions could materially and adversely affect our business, financial condition and results of operations and could
cause the eursteekprice of the Common Stock to decline. From time to time, we may undertake acquisitions to add new
products and technologies, acquire talent, gain new sales channels, or enter into new markets or sales territories. In addition to
possible stockholder approval, we may need to obtain approvals and licenses from relevant government authorities and will be
required to comply with any applicable laws and regulations in connection with consummating proposed acquisitions, and a
failure to obtain such approvals and licenses could result in delays and increased costs and may disrupt our business strategy.
Furthermore, acquisitions and the subsequent integration of new assets, businesses, key personnel, customers, vendors, and
suppliers require significant attention from our management and could result in a diversion of resources from our existing
business, which in turn could have an adverse effect on our operations. Acquired assets or businesses may not generate the
financial results we expect. Acquisitions could result in the use of substantial amounts of cash, potentially dilutive issuances of
equity securities and exposure to potential unknown liabilities of an acquired business. Moreover, the costs of identifying and
consummating acquisitions may be significant. Any acquisitions, partnerships, or joint ventures that we enter into could disrupt
our operations and have a material adverse effect on our business, financial condition and results of operations. From time to
time, we may evaluate potential strategic acquisitions of businesses and other transactions, including partnerships or joint
ventures with third parties. We may not be successful in identifying acquisition, partnership, and joint venture candidates. In
addition, we may not be able to continue the operational success of acquired businesses or successfully integrate and / or finance
any businesses that we acquire or with which we form a partnership or joint venture. We may have potential write- offs of
acquired assets and / or impairments of any goodwill recorded as a result of acquisitions. Furthermore, the integration of any
acquisition may divert management’ s time and resources from our core business and disrupt our operations or may result in
business conflicts. Any such acquisition, partnership or joint venture may not be successful, may reduce our cash reserves, may
negatively affect our earnings and financial performance and, to the extent financed with debt proceeds, may increase our
indebtedness. Further, depending on market conditions, investor perceptions of the Company and other factors, we might not be
able to obtain financing on acceptable terms, or at all, to implement any such transaction. We cannot ensure that any such
acquisition, partnership, or joint venture will not have a material adverse effect on our business, financial condition, and results
of operations. The success of our business depends in part on effectively engineering and implementing technologies related to
subsea and surface vessels, (including ROVs), subsea robotic manipulators, and Al- based, full- stack vehicle control and
manipulation software. These technologies are packaged for commercial and defense customers in products that provide



innovative solutions to challenges in a large majority of maritime markets including subsea energy, offshore wind, and defense
applications. If for any reason we are unable to continue to design —, develop and manufacture our products as planned or
provide the services and products that our customers expect from us, this could have a material adverse effect on our business,
financial condition, and results of operations. If our current or future product and service offerings do not meet expected
performance or quality standards, including with respect to customer satisfaction, this could cause operational delays. In
addition, any delay in manufacturing new products as planned could increase costs and cause our products and services to be
less attractive to potential new customers. Further, certain governmental bodies may have priority with respect to the use of our
products and services for national defense reasons, which may impact our cadence of producing and selling products and
offering services to other customers. Any production, operational or manufacturing delays or other unplanned changes to our
ability to design, develop and manufacture our products or offer our services could have a material adverse effect on our
business, financial condition, and results of operations. If we fail to respond to commercial industry cycles in terms of our cost
structure, manufacturing capacity, and / or personnel needs, our business could be seriously harmed. The timing, length, and
severity of the up- and- down cycles in the offshore energy, commercial subsea, ocean surface, and defense industries are
difficult to predict. The cyclical nature of the industries in which we operate affects our ability to accurately predict future
revenue, and in some cases, future expenses. During down cycles in such industries, the financial results of our customers may
be negatively impacted, which could result not only in a decrease in demand for our products and services but also a weakening
of our customers’ financial condition that could impair our ability to recognize revenue or to collect on outstanding receivables.
When cyclical fluctuations result in lower- than- expected revenue levels, operating results may be adversely affected, and cost
reduction measures may be necessary in order for us to remain competitive and financially sound. We must be in a position to
adjust our cost and expense structure to reflect prevailing market conditions and to continue to motivate and retain our key
employees, and if we fail to do so, then our business could be seriously harmed. In addition, during periods of rapid growth, we
must be able to increase engineering and manufacturing capacity and personnel to meet customer demand. We can provide no
assurance we will be able to satisfactorily respond in a timely manner to industry cycles. Each of the foregoing factors could
adversely impact our operating results and financial condition. Our systems, products, and related equipment may have shorter
useful lives than we anticipate. Our growth strategy depends in part on developing systems and products. These systems,
products and related equipment will have a limited useful life. While we intend to design our systems and products to have a
certain lifespan corresponding to a number of cycles, there can be no assurance as to the actual operational life of a system,
product or related equipment, or that the operational life of individual components thereof, will be consistent with its design life.
A number of factors will impact the useful lives of our products and systems, including, among other things, the quality of their
design and construction, the durability of their component parts and availability of any replacement components, and the
occurrence of any anomaly or series of anomalies or other risks associated with their planned use. In addition, any improvements
in technology may make our existing systems, products, designs, or any component of our systems and products obsolete prior
to the end of their intended useful lives. If our systems, products and / or related equipment have shorter useful lives than we
currently anticipate, this may lead to delays in increasing the rate of our follow- on work and in obtaining new business, which
would have a material adverse effect on our business, financial condition, and results of operations. In addition, we are
continually learning, and as our engineering and manufacturing expertise and efficiency increases, we aim to leverage this
learning to be able to manufacture our products and related equlpment uqlng less of our Cu1rently 1n%talled equ1pmem Wthh
could render our exmlng 1nventory obsolete —Many q ;




materials-to-mitigate-proeurement-detays-. We use estimates when accounting for certain contracts and changes in these
estimates may have a significant impact on our financial results. Our quarterly and annual sales are affected by a variety of
factors that may lead to significant variability in our operating results. We evaluate the contract value and cost estimates for
performance obligations at least quarterly, and more frequently when circumstances change significantly. Changes in estimates
and assumptions related to the status of certain long- term contracts could have a material adverse effect on our operating results,
financial condition, and / or cash flows .Risks Related to Government Contracts We pursue U.S.government contracts,which
often are only partially funded,subject to immediate termination,and heavily regulated and audited. The termination or failure to
fund,or negative audit findings for,one or more of these contracts could have an adverse impact on our business,financial
condition,results of operations and cash flows.Over its lifetime,a U.S.government program may be implemented by the award of
many different individual contracts and subcontracts.The funding of U.S.government programs is subject to U.S.Congressional
appropriations.In recent years,U.S.government appropriations have been affected by larger U.S.government budgetary issues
and related legislation. Although multi- year contracts may be authorized and appropriated in connection with major
procurement,the U.S.Congress generally appropriates funds on a government fiscal year basis.Procurement funds are typically
made available for obligation over the course of one to three years.Consequently,programs often initially receive only partial
funding,and additional funds are obligated only as the U.S.Congress authorizes further appropriations.We cannot predict the
extent to which total funding and / or funding for individual programs will be included,increased,or reduced as part of the annual
appropriations process ultimately approved by the U.S.Congress and the President of the United States or in separate
supplemental appropriations or continuing resolutions,as applicable. The termination of funding for a U.S.government program
would result in a loss of anticipated future revenue attributable to that program,which could have an adverse impact on our
operations.In addition,the termination of a program or the failure to commit additional funds to a program that already has been
started could result in lost revenue and increase our overall costs of doing business.Generally,U.S.government contracts are
subject to oversight audits by U.S.government representatives.Such audits could result in adjustments to our contract costs.Any
costs found to be improperly allocated to a specific contract will not be reimbursed,and any such costs already reimbursed must
be refunded.We have recorded contract revenue based on costs we expect to realize upon final audit. However,we cannot predict
the outcome of any future audits and adjustments,and we may be required to materially reduce our recorded revenue or profits
upon completion and final negotiation of audits.Negative audit findings could also result in termination of a contract,forfeiture
of profits,suspension of payments,fines or suspension or debarment from U.S.government contracting or subcontracting for a
period of time or indefinitely.In addition,U.S.government contracts generally contain provisions permitting termination,in whole
or in part,without prior notice at the U.S.government’ s convenience upon payment only for work done and commitments made
at the time of termination.For some contracts,we are a subcontractor and not the prime contractor,and in those arrangements,the
U.S.government could terminate the prime contractor for convenience without regard for our performance as a
subcontractor.We can give no assurance that one or more of our U.S.government contracts will not be terminated under those
circumstances.Also,we can give no assurance that we would be able to procure new contracts to offset the revenue or backlog
lost as a result of any termination of our U.S.government contracts.Because a significant portion of our revenue is dependent on
our performance and payment under our U.S.government contracts,the loss of one or more large contracts could have a material
adverse impact on our business,financial condition,results of operations and cash flows.Our U.S.government business also is
subject to specific procurement regulations and a variety of socioeconomic and other requirements. These requirements,although
customary in U.S.government contracts,increase our performance and compliance costs. These costs might increase in the
future,thereby reducing our margins,which could have an adverse effect on our business,financial condition,results of operations
and cash flows.In addition,the U.S.government has and may continue to implement initiatives focused on
efficiencies,affordability and cost growth and other changes to its procurement practices. These initiatives and changes to
procurement practices may change the way U.S.government contracts are solicited,negotiated,and managed,which may affect
whether and how we pursue opportunities to provide our products and services to the U.S.government,including the terms and
conditions under which we do so,which may have an adverse impact on our business,financial condition,results of operations
and cash flows.For example,contracts awarded under the Department of Defense’ s Other Transaction Authority for research and
prototypes generally require cost- sharing and may not follow,or may follow only in part,standard U.S.government contracting
practices and terms,such as the Federal Acquisition Regulation (“ FAR ) and Cost Accounting Standards.Failure to comply
with applicable regulations and requirements could lead to fines,penalties,repayments,or compensatory or treble damages,or
suspension or debarment from U.S.government contracting or subcontracting for a period of time or indefinitely. Among the
causes for debarment are violations of various laws and regulations,including those related to procurement integrity,export



control (including ITAR),U.S.government security,employment practices,protection of the environment,accuracy of
records,proper recording of costs and foreign corruption.The termination of a U.S.government contract or relationship as a result
of any of these violations would have an adverse impact on our operations and could have an adverse effect on our standing and
eligibility for future U.S.government contracts. The terms of certain of our ewrrent-and-likely future contracts are highly sensitive
and we are limited in our ability to disclose such terms.Our success,in large part,depends on our ability to maintain protection
over the terms of certain of our current and likely future contracts and agreements,each of which is or will be highly negotiated
and contain sensitive information that,if publicly disclosed,would benefit our and our partners’ competitors and harm our and
our partners’ commercial interests.We are limited in our ability to disclose the terms of these agreements,including terms that
may affect our expected cash flows or the value of any collateral,and have taken precautions to protect the disclosure of the
sensitive information in such agreements.If the terms of these agreements were to be disclosed,our ability to compete could be
hindered and our relationships with our partners could be damaged,both of which could have a material adverse effect on our
business,financial condition,and results of operations.Furthermore,our relationships with our partners could also be
damaged,and they may take legal action against us,if they believe that we have disclosed any terms of these agreements without
their prior consent.For the reasons discussed above,the nature of ewrrent-and-future contracts with the U.S.government will limit
our ability to disclose sensitive terms such as contract scope,schedules,and budgets,and,in some cases,the specific end user.We
are committed to complying with our disclosure obligations under federal securities laws.Any future material contracts that are
of national security concern will be disclosed in redacted form (redacting only the information that is both not material and is of
the type that we treat as private or confidential),and unredacted versions made available to the SEC’ s staff for confidential,non-
disclosable review,in accordance with SEC regulations. We engage-have government customers,which subjects us to risks
including early termination,audits,investigations,sanctions and penalties.We expect to derive a substantial portion of our
revenue from contracts with U.S.Department of Defense agencies and may enter into additional contracts with the U.S.or
foreign governments in the future.This subjects us to statutes and regulations applicable to companies doing business
with the government,including the FAR.These government contracts customarily contain provisions that give the
government substantial rights and remedies,many of which are not typically found in commercial contracts,and which
are unfavorable to subeontractors—-- contractors.For instance,most U.S.government agencies include provisions that
allow the government to unilaterally terminate or modify contracts for convenience,and in that event,the counterparty to
the contract may generally recover only its incurred or committed costs and settlement expenses and profit on many-of
otr-work completed prior to the termination.If the government terminates a eentraets— contract -“We-for default,the
defaulting party may be liable for any extra costs incurred by the government in procuring undelivered items from
another source.Some of our federal government contracts may be subject to the approval of appropriations being made
by the U.S.Congress to fund the expenditures under these contracts.In addition,government contracts normally contain
additional requirements that may increase our costs of doing business,reduce our profits,and expose us to liability for
failure to comply with these terms and conditions.These requirements include,for example:* specialized disclosure and
accounting requirements unique to government contracts;e financial and compliance audits that may result in potential
liability for price adjustments,recoupment of government funds after such funds have disputes-been spent,civil and
criminal penalties,or administrative sanctions such as suspension or debarment from doing business with et
subeentractors-the U.S.government;e public disclosures of certain contract and company information;and * mandatory
socioeconomic compliance requirements ,including labor requirements,non- discrimination and affirmative action
programs and environmental compliance requirements.Government contracts are also generally subject to greater
scrutiny by the government,whlch can initiate reviews,audits,and 1nvest1gat10ns regarding our compliance w1th
government S 6 :
contract requlrements.ln addition,if we fall to comply w1th government contractmg laws,regulations and contract
requirements, or-our subeontractor-contracts may be subject to termination , and we may be subject to financial and / eur
- or other liability fattare-to-extend-existing-task-orders-orisste-new-taskorders-under asubeontract,our-hiring-of the-personnet
of a-stubeontractor-or-our viee-versa-or-contracts,the Federal Civil False Claims Act (including treble damages and the
other subeentractor-penalties),or criminal law.In particular,the False Claims Act ° s “ whistleblower ” provisions also
allow private individuals fathire-to-eomply-with-apphieabletawdnaddition-, 1nclud1ng present and former employees,to sue
on behalf of there—- the are-eertain-parts-U.S.government.Any penaltles eempeﬂeﬂ’fs-damages ﬁnd-semees
fines,suspension, for-- or damages could adversely affect many Ogtes;a
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subeontraeter-. The U. S. government’ s budget deficit and the national debt, as well as any inability of the U. S. government to
complete its budget process for any government fiscal year and consequently having to shut down or operate on funding levels
equivalent to its prior fiscal year pursuant to a “ continuing resolution, ” could have an adverse impact on our business, financial
condition, results of operations and cash flows. Considerable uncertainty exists regarding how future budget and program
decisions will unfold, including the defense spending priorities of the U. S. government, what challenges budget reductions will
present for the defense industry and whether annual appropriations bills for all agencies will be enacted for each upcoming U. S.
government fiscal year and thereafter due to many factors, including but not limited to, changes in the political environment,
including before or after a change to the leadership within the government administration, and any resulting uncertainty or
changes in policy or priorities and resultant funding. The U. S. government’ s budget deficit and the national debt could have an
adverse impact on our business, financial condition, results of operations and cash flows in a number of ways, including the
following: * The U. S. government could reduce or delay its spending on, reprioritize its spending away from, or decline to
provide funding for the government programs in which we participate; ® U. S. government spending could be impacted by
alternate arrangements to sequestration, which increases the uncertainty as to, and the difficulty in predicting, U. S. government
spending priorities and levels; and * We may experience declines in revenue, profitability, and cash flows as a result of reduced
or delayed orders or payments or other factors caused by economic difficulties of our customers and prospective customers,
including U. S. federal, state, and local governments. Furthermore, we believe continued budget pressures could have serious
negative consequences for the security of the United States, the defense industrial base and the customers, employees, suppliers,
investors and communities that rely on companies in the defense industrial base. Budget and program decisions made in this
environment would have long- term implications for us and the entire defense industry. We pursue U. S. government...... our
business and our financial results. Our reputation and ability to do business may be impacted by the improper conduct of our
employees, agents, or business partners. We have implemented compliance controls, training, policies and procedures designed
to prevent and detect reckless or criminal acts from being committed by our employees, agents or business partners that would
violate the laws of the jurisdictions in which we operate, including laws governing payments to government officials, such as the
FCPA, the protection of export controlled or classified information, such as ITAR, false claims, procurement integrity, cost
accounting and billing, competition, information security and data privacy and the terms of our contracts. This risk of improper
conduct may increase as we continue to grow and expand our operations. We cannot ensure, however, that our controls,
training, policies and procedures will prevent or detect all such reckless or criminal acts, and we have been adversely impacted
by such acts in the past, which have been immaterial in nature. If not prevented, such reckless or criminal acts could subject us to
civil or criminal investigations, monetary and non- monetary penalties and suspension and debarment by the U. S. government
and could have a material adverse effect on our ability to conduct business, our results of operations and our reputation. In
addition, misconduct involving data security lapses resulting in the compromise of personal information or the improper use of
our customer’ s sensitive or classified information could result in remediation costs, regulatory sanctions against us and serious
harm to our reputation and could adversely impact our ability to continue to contract with the U. S. government. We may issue a
significant number of shares or equity- linked sccurities in the future in connection with investments or acquisitions . Qur
certificate of incorporation authorizes us to issue shares of our Common Stock and options, rights, warrants and
appreciation rights relating to our Common Stock for the consideration and on the terms and conditions established by
our Board in its sole discretion. We may issue securities in the future in connection with investments or acquisitions or
otherwise. The amount of shares of eemrmen-Common steel-Stock issued in connection with an investment or acquisition could
constitute a material portion of our then- outstanding shares of eemmen-Common steel=Stock . Any issuance of additional
securities in connection with investments or acquisitions may result in additional dilution to our stockholders and such dilution
could be significant. Moreover, such dilution could have a material adverse effect on the market price for the shares of
our Common Stock. The future issuance of shares of preferred stock with voting rights may adversely affect the voting
power of the holders of shares of our Common Stock, either by diluting the voting power of our Common Stock if the
preferred stock votes together with the Common Stock as a single class, or by giving the holders of any such preferred
stock the right to block an action on which they have a separate class vote, even if the action were approved by the
holders of our shares of our Common Stock. The future issuance of shares of preferred stock with dividend or
conversion rights, liquidation preferences or other economic terms favorable to the holders of preferred stock could
adversely affect the market price for our Common Stock by making an investment in the Common Stock less attractive.
For example, investors in the Common Stock may not wish to purchase Common Stock at a price above the conversion
price of our convertible preferred stock because the holders of the preferred stock would effectively be entitled to
purchase Common Stock at the lower conversion price, causing economic dilution to the holders of Common Stock .
Because we became a public reporting company by means other than a traditional underwritten initial public offering, our
stockholders may face additional risks and uncertainties. Because we became a public reporting company by means of
consummating the-a de- SPAC Business-business Combinattorr-combination rather than by means of a traditional underwritten
initial public offering, there was no independent third- party underwriter involved in the going public process of the combined
company, and, accordingly, our stockholders did not have the benefit of an independent review and investigation of the type
normally performed by an unaffiliated, independent underwriter in an initial public securities offering. Due diligence reviews
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because we d1d not become a pubhc reportmg company by means of a t1ad1t1ona1 underwntten initial pubhc oﬁermg secunty or
industry analysts may not provide, or maybe—- may be less likely to provide, coverage of the Company. Investment banks may
also be less likely to agree to underwrite primary or secondary public offerings on behalf of us than they otherwise might have
been had we become a public reporting company by means of a traditional underwritten initial public offering, including in the
event they are less familiar with the Company as a result of more limited coverage by analysts and the media. The failure to
receive research coverage or support in the market for our Common Stock could have an adverse effect on our ability to develop
a liquid market for our Common Stock. See “ — Risks Related to Our Securities — If securities or industry analysts do not
publish research or reports about us, or publish negative reports, our stock price and trading volume could decline. ”” As-efOur
top stockholders hold significant positions in our equity securities and convertible securities that may be converted into
Common Stock. If the-they date-sell a significant portion of their positions this-AnnualRepertonForm+6-1I, the market

price of our Common Stock may have downward pressure and ﬂ—belew—$—l-9—99—per—share—wh1eh—was—the resultlng lower
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-$—9—996—pe1es-hare— The malket price of our Common Stock 1S volaule "lnd you may lose some or all of your investment. The
market price of our Common Stock has been and is likely to continue to be volatile and may be subject to wide fluctuations in
response to a variety of factors, including the following: « results of operations that vary from the expectations of securities
analysts and investors; ¢ results of operations that vary from those of our competitors; ¢ changes in expectations regarding the
Company’ s future financial performance, including financial estimates and investment recommendations by securities analysts
and 1nvest0rs * the 1nab111ty to maintain the llstmg of shares of Common Stock on N"lsdaq —‘—t-he—mab-l-l-rty—te—reeegmze—t-he

strategc actions (or 1nact10n) by us or our competitors, mCludmg laek of action; ¢ announcements by us or our competitors of
significant contracts, product development, acquisitions, joint ventures, other strategic relationships or capital commitments; ¢
the gain or loss of key personnel; ¢ changes in general economic or market conditions or trends in Nauticus’ industry or target
markets, including as a result of a general economic slowdown or a recession, increased interest rates and changes in monetary
policy or inflationary pressures; ¢ changes in business or regulatory conditions, include new laws or regulations or new
interpretations of existing laws or regulations applicable to us; ¢ litigation involving Nauticus, its industry, or both, or
investigations by regulators into our or our competitors’ operations; * risks relating to the uncertainty of our projected financial
information; and e risks related to the organic and inorganic growth of our business and the timing of expected business
milestones. In addition, the stock markets have experienced extreme price and volume fluctuations that have affected and
continue to affect the market prices of equity securities of many companies. These fluctuations have often been unrelated or
disproportionate to the operating performance of those companies. Wide- ranging market and industry factors, as well as general
economic, political, regulatory and market conditions, may negatively affect the market price of our Common Stock, regardless
of our actual operating performance. In addition, price volatility may be greater if the public float and trading volume of our
eommon-Common steek-Stock is low. The Company’ s eemmen-Common steek=Stock is currently listed on the Nasdaq. On
Janary22-August 14 , 2024, the Company received writtennottee-a determlnatlon letter from Nasdaq not1fy1ng the
Company that it had not regained compliance with ths A 6 y o ;
steelewas—belew—the m1n1mum elesmg—bid—pﬂee-ef—H& 3S million market value of llsted securltles requlrement -l—per—shafe
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that the add1t10nal delmquency may serve as a separate ba51s for the tisting-delisting of the Company’ s securities from

; v 0 d Nasdaq . The subjeette-the-Company timely
requested a hearlng before the Nasdaq hearmgs panel On September 18, 2024, the hearings panel granted the Company
an exception until December 31, 2024 to demonstrate compliance with the Nasdaq listing rules. On January 6, 2025, the
hearings panel further extended the deadline to demonstrate compliance with the listing rules to February 10, 2025. On
February 18, 2025, the Company received a letter from Nasdaq confirming that the Company has demonstrated

compliance with the Nasdaq Capital Market ’ s continued eemphanee-with-the-other-listing requirements ef NasdagRules-as




confirmed by the staff on February 10, 2025. The Company remains subject to a discretionary panel monitor through
February 18, 2026 . In the future, if the Company is not able to meet the continued listing requirements of the Nasdaq, which
require, among other things, that the minimum bid price of the Company’ s eemmen-Common steek-Stock must be $ 1. 00 or
more for ten consecutive business days in the 180 day cure period from the date of a deficiency notice and either minimum
stockholders' equity of at least $ 2. 5 million, market value of listed securities of at least $ 35 million, or net income from
continuing operations of $ 500, 000 in the most recent fiscal year or in two of the last three fiscal years, the Company’ s
eommerrCommon stoek-Stock may be delisted. A delisting of the Company’ s eemmen-Common steek-Stock could
negatively impact the Company by, among other things, reduce the liquidity and market price of its eommen-Common steek
Stock ; reduce the number of investors willing to hold or acquire the Company’ s eemmenr-Common steek-Stock , which could
negatively impact its ability to raise equity financing; decrease the amount of news and analyst coverage of the Company; and
limit the Company’ s ability to issue additional securities or obtain additional financing in future. In addition, delisting from the
Nasdaq might negatively impact the Company S reputatlon and, asa consequence its busmess operatlng results cash flows,
ﬁnan(:lal condltlon or securities ~As : ate e A-stoe

market-value 5ee 515 W m ; Volatlhty in our share price could
subject us to secuntles class action htlgatlon In the past, securities class actlon litigation has often been brought against a
company following a decline in the market price of its securities, or following periods of market volatility generally. If we were
involved in securities litigation, it could result in substantial costs and divert management’ s attention and resources, which,
regardless of the outcome of any such litigation, could harm our business. The trading market for our Common Stock depends,
in part, on the research and reports that securities or industry analysts publish about us. We do not have any control over these
analysts. If our financial performance fails to meet analyst estimates or one or more of the analysts who cover us downgrade our
Common Stock or change their opinion, our stock price would likely decline. If one or more of these analysts cease coverage of
us or fail to regularly publish reports on us, we could lose visibility in the financial markets, which could cause our stock price
or trading volume to significantly decline. Because we do not anticipate paying any cash dividends in the foreseeable future,
capital appreciation, if any, would be your sole source of gain. We currently anticipate that we will retain future earnings for the
development, operation and expansion of our business and do not anticipate declaring or paying any cash dividends for the
foreseeable future. As a result, capital appreciation, if any, of shares of Common Stock owned by you would be your sole source
of gain on an investment in such shares for the foreseeable future. We are an emerging growth company, and smaller reporting
company and as such are subject to various risks unique only to emerging growth companies, including, but not limited to, risks
associated with taking advantage of certain exemptions from disclosure requirements available to emerging growth companies or
smaller reporting companies, which could, among other things, make our securities less attractive to investors and may make it
more difficult to compare our performance with certain public companies. We are an *“ emerging growth company, ” as defined
in the JOBS Act. We will remain an emerging growth company until the earlier of (i) the last day of the fiscal year (a) following
the fifth anniversary of the IPO, which occurred on July 19, 2021, (b) in which we have total annual gross revenue of at least $
1. 235 billion or (c¢) in which we are deemed to be a large accelerated filer, which means the market value of our common equity
that is held by non- affiliates exceeds $ 700 million as of the last business day of our most recently completed second fiscal
quarter, and (ii) the date on which we have issued more than § 1. 0 billion in non- convertible debt securities during the prior
three year period. As an emerging growth company, we are not required, among other things, to comply with the auditor
attestation requirements of Section 404, we have reduced disclosure obligations regarding executive compensation in our
periodic reports and proxy statements, and we are exempt from the requirements of holding a nonbinding advisory vote on
executive compensation and obtaining stockholder approval of any golden parachute payments not previously approved.
Further, pursuant to Section 102 (b) (1) of the JOBS Act, emerging growth companies may be exempted from being required to
comply with new or revised financial accounting standards until private companies (that is, those that have not had a Securities
Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are required
to comply with the new or revised financial accounting standards. Under Section 107 of the JOBS Act, an emerging growth
company can elect to opt out of the extended transition period provided in Section 7 (a) (2) (B) of the Securities Act and comply
with the requirements that apply to non- emerging growth companies, but any such an election to opt out is irrevocable. We have
elected not to opt out of such extended transition period, which means that when a standard is issued or revised and it has
different application dates for public or private companies, we, as an emerging growth company, will not be required to adopt
the new or revised standard until the time private companies are required to adopt the new or revised standard. This may make
comparison of our financial statements with another public company which is neither an emerging growth company nor an
emerging growth company that has opted out of using the extended transition period difficult or impossible because of the
potential differences in accounting standards used. We are also a ““ smaller reporting company ” as defined in Rule 12b- 2 of the
Exchange Act, and have elected to take advantage of certain of the scaled disclosures available to smaller reporting companies.
We may continue to be a smaller reporting company even after we are no longer an emerging growth company. We will remain
a smaller reporting company, and thus may take advantage of certain of the scaled disclosures available to smaller reporting
companies, until the last day of the fiscal year in which (i) the market value of our common equity held by non- affiliates equals
or exceeds $ 250 million as of the last business day of our most recently completed second fiscal quarter or (ii) (a) the market
value of our common equity held by non- affiliates equals or exceeds $ 700 million as of the last business day of our most
recently completed second fiscal quarter and (b) our annual revenues as of our most recent fiscal year completed before the last
business day of such second fiscal quarter equaled or exceeded $ 100 million. To the extent we take advantage of such reduced
disclosure obligations, it may make comparison of our financial statements with other public companies difficult or impossible.
We cannot predict if investors will find our Common Stock less attractive because we may rely on these exemptions. If some
investors find our Common Stock less attractive as a result, there may be a less active trading market for the Common Stock and



our market price may be more volatile. We have the ability to redeem outstanding Public Warrants at any time after they
become exercisable and prior to their expiration, at $ 0. 01 per warrant, provided that the last reported sales price (or the closing
bid price of our Common Stock in the event the shares of our Common Stock are not traded on any specific trading day) of the
Common Stock equals or exceeds $ 16. 50 per share (as adjusted for stock splits, stock dividends, reorganizations and the like)
on each of 20 trading days within the 30 trading- day period ending on the third business day prior to the date on which we send
proper notice of such redemption, provided that on the date we give notice of redemption and during the entire period thereafter
until the time we redeem the warrants, we have an effective registration statement under the Securities Act covering Common
Stock issuable upon exercise of the warrants and a current prospectus relating to them is available. If and when the Public
Warrants become redeemable by us, we may exercise our redemption right even if we are unable to register or qualify the
underlying securities for sale under all applicable state securities laws. Redemption of the outstanding Public Warrants could
force a warrant holder: (i) to exercise its warrants and pay the exercise price therefor at a time when it may be disadvantageous
for it to do so, (ii) to sell its warrants at the then- current market price when it might otherwise wish to hold its Public Warrants
or (iii) to accept the nominal redemption price which, at the time the outstanding Public Warrants are called for redemption, will
be substantially less than the market value of its Public Warrants. At any time the Company has the right to redeem in cash
all, but not less than all, the shares of Series A Preferred Stock then outstanding at a 25 % redemption premium to the
greater of (i) the Conversion Amount being redeemed, and (ii) the product of (1) the Conversion Rate with respect to the
Conversion Amount being redeemed, multiplied by (2) the equity value of the Common Stock underlying the Series A
Preferred Stock. The equity value of the Common Stock underlying the Series A Preferred Stock is calculated using the
greatest closing sale price of the Common Stock on any trading day during the period commencing on the trading day
immediately preceding the date the Company notifies the holders of the Company’ s election to redeem and ending on
the trading day immediately prior to the date the Company makes the entire payment required. The November 2024
Debentures may be redeemed at the option of the Company, subject to the provisions set out in the SPA. Our warrants
may never be in the money, and they may expire worthless. The exercise price of the Public Warrants and Private Warrants is $
11. 50 per share, subject to adjustment. Pursuant to the Letter Agreements, the exercise price of the SPA Warrants was lowered
to a weighted average of $ 3. 28 per share, with multiple tranches priced between $ 2. 04 and $ 4. 64 per share, subject to
adjustment. In addition, the exercise price of the New SPA Warrants is $ 20. 00 per- share, subject to adjustment. There can be
no assurance that our outstanding warrants, in particular the Public Warrants, Private Warrants, and New SPA Warrants, will
ever be in the money prior to their expiration and, as such, such warrants may expire worthless. The Warrant Agreement
designates the courts of the State of New York or the United States District Court for the Southern District of New York as the
sole and exclusive forum for certain types of actions and proceedings that may be initiated by holders of our Public Warrants
and Private Warrants, which could limit the ability of warrant holders to obtain a favorable judicial forum for disputes with us.
Our warrant agreement provides that, subject to applicable law, (i) any action, proceeding or claim against us arising out of or
relating in any way to the Warrant Agreement including under the Securities Act, will be brought and enforced in the courts of
the State of New York or the United States District Court for the Southern District of New York, and (ii) that we irrevocably
submit to such jurisdiction, which jurisdiction shall be the exclusive forum for any such action, proceeding or claim. We will
waive any objection to such exclusive jurisdiction and that such courts represent an inconvenient forum. Notwithstanding the
foregoing, these provisions of the Warrant Agreement will not apply to suits brought to enforce any liability or duty created by
the Exchange Act or any other claim for which the federal district courts of the United States of America are the sole and
exclusive forum. Any person or entity purchasing or otherwise acquiring any interest in any of our warrants shall be deemed to
have notice of and to have consented to the forum provisions in our Warrant Agreement. If any action, the subject matter of
which is within the scope of the forum provisions of the Warrant Agreement is filed in a court other than a court of the State of
New York or the United States District Court for the Southern District of New York (for purposes of this subsection, a “ foreign
action ) in the name of any holder of our Public Warrants or Private Warrants such holder shall be deemed to have consented
to: (x) the personal jurisdiction of the state and federal courts located in the State of New York in connection with any action
brought in any such court to enforce the forum provisions (for purposes of this subsection, an “ enforcement action ), and (y)
having service of process made upon such warrant holder in any such enforcement action by service upon such warrant holder’ s
counsel, as applicable, in the foreign action as agent for such warrant holder. This choice- of- forum provision may limit the
ability of warrant holders to bring a claim in a judicial forum that they find favorable for disputes with the Company, which may
discourage such lawsuits. Alternatively, if a court were to find this provision of the Warrant Agreement inapplicable or
unenforceable with respect to one or more of the specified types of actions or proceedings, we may incur additional costs
associated with resolving such matters in other jurisdictions, which could materially and adversely affect our business, financial
condition and results of operations and result in a diversion of the time and resources of our management and Board. These
limitations do not apply to the SPA Warrants or New SPA Warrants. Currently outstanding Public Warrants, Private
Warrants, SPA Warrants and New SPA Warrants are exercisable for shares of Common Stock. Additionally, the
Debentures and our Series A Preferred Stock are currently convertible into shares of Common Stock. Any future
exercise of such warrants or conversion of the Debentures and the Series A Preferred Stock would increase the number
of shares of Common Stock eligible for future resale in the public market and result in dilution to our stockholders.
Outstanding Public Warrants and Private Warrants to purchase an aggregate +5-438 , 889 799;-99—shares of Common Stock (&
269 , 449 624-991-Public Warrant Shares and 7169 , 440 +75;-600-Private Warrant Shares) are currently exercisable. Eaeh-For
every 36 Public Warrant-Warrants and Private Warrant Warrants entitles-the holder thereof is entitled to purchase one share
of Common Stock at a price of § 11. 50 per share, subject to adjustment. The November 2024 Debentures are convertible, at the
election of eaeh-the holder thereof for an aggregate 95—2 649—097 85—1—561 shares of Common Stock, assuming a conversion
price of $ 6-1 . 23 : ders-. In addition, the debt under the term loans




closed in September 2023 and January 2024 are convertible into 2,674— 74 , 694-297 shares at a conversion price of $ 216 666
and 48-694 , 075 664,-024-shares at a conversion price of $8-16 . 4582-50 respectively . The Series A Preferred Stock is
convertible, at the election of the holders, into 34, 179, 512 shares of Common Stock, assuming a conversion price of $ 1.
23 . The Public Warrants, Private Warrants, and SPA Warrants may be exercised for, and the Debentures and debentures under
the term loans may be converted into, only a whole number of shares of Common Stock. To the extent any (i) outstanding
Public Warrants, Private Warrants, SPA Warrants or New SPA Warrants are exercised; (ii) Debentures are converted; (iii)
outstanding Nauticus Options are exercised; or (iv) Earnout Shares are released, additional shares of Common Stock will be
issued, which will result in dilution to the then- existing holders of our Common Stock and increase the number of shares of
Common Stock eligible for resale in the public market. Sales of substantial numbers of shares of Common Stock in the public
market could adversely affect the market price of our Common Stock.



