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eests—If our operations are found to violate any of the laws described above or any other laws and regulations that apply to us,
we may be subject to penalties, including civil and criminal penalties, damages, fines, the curtailment or restructuring of our
operations, the exclusion from participation in federal and state healthcare programs and imprisonment, any of which could
adversely affect our ability to market our products and materially adversely affect our business, results of operations and
financial condition. Any action against us for violation of these laws, even if we successfully defend against it, could cause us to
incur significant legal expenses and divert our management’ s attention from the operation of our business. U. S. governmental
regulation could restrict the use of our tissue products or our procurement of tissue. In the United States, the procurement and



transplantation of allograft bone tissue is subject to federal law pursuant to the National Organ Transplant Act (“ NOTA ), a
criminal statute which prohibits the purchase and sale of human organs used in human transplantation, including bone and
related tissue, for “ valuable consideration. ” NOTA permits reasonable payments associated with the removal, transportation,
processing, preservation, quality control, implantation and storage of human bone tissue. We provide services in all of these
areas in the United States, with the exception of removal and implantation, and receive payments for all such services. We make
payments to certain of our clients and tissue banks for their services related to recovering allograft bone tissue on our behalf. If
NOTA is interpreted or enforced in a manner which prevents us from receiving payment for services we render, or which
prevents us from paying tissue banks or certain of our clients for the services they render for us, our business could be materially
and adversely affected. We are engaged through our marketing employees, independent sales agents and sales representatives in
ongoing efforts designed to educate the medical community as to the benefits of our products, and we intend to continue our
educational activities. Although we believe that NOTA permits payments in connection with these educational efforts as
reasonable payments associated with the processing, transportation and implantation of our products, payments in connection
with such education efforts are not exempt from NOTA” s restrictions and our inability to make such payments in connection
with our education efforts may prevent us from paying our sales representatives for their education efforts and could adversely
affect our business and prospects. No federal agency or court has determined whether NOTA is, or will be, applicable to every
allograft bone tissue- based material which our processing technologies may generate. Assuming that NOTA applies to our
processing of allograft bone tissue, we believe that we comply with NOTA, but there can be no assurance that more restrictive
interpretations of, or amendments to, NOTA will not be adopted in the future which would call into question one or more aspects
of our method of operations. Outside of the United States, our medical devices must comply with the laws and regulations of the
foreign countries in which they are marketed, and compliance may be costly and time- consuming. Failure to obtain and
maintain regulatory approvals in jurisdictions outside the United States will prevent us from marketing our products in such
jurisdictions. We currently market, and intend to continue to market, our products outside the United States. To market and sell
our product in countries outside the United States, we must seek and obtain regulatory approvals, certifications or registrations
and comply with the laws and regulations of those countries. These laws and regulations, including the requirements for
approvals, certifications or registrations and the time required for regulatory review, vary from country to country. Obtaining
and maintaining foreign regulatory approvals, certifications or registrations are expensive, and we cannot be certain that we will
receive regulatory approvals, certifications or registrations in any foreign country in which we plan to market our products. The
regulatory approval process outside the United States may include all of the risks associated with obtaining FDA clearance or
approval in addition to other risks. In order to market our products in the Member States of the European Economic Area (“ EEA
), our devices are required to comply with the essential requirements of the EU Medical Devices Regulation 2017 / 745, which
beeame-effeetive-inspring20626-and-implemented stricter control, transparency, and enforcement and strengthened post market
surveillance requirements. Compliance with these requirements entitles us to affix the CE conformity mark to our medical
devices, without which they cannot be commercialized in the EEA. In order to demonstrate compliance with the essential
requirements and obtain the right to affix the CE conformity mark we must undergo a conformity assessment procedure, which
varies according to the type of medical device and its classification. Except for low risk medical devices (Class I), where the
manufacturer can issue an EC Declaration of Conformity based on a self- assessment of the conformity of its products with the
essential requirements of the Medical Devices Directives, a conformity assessment procedure requires the intervention of a
Notified Body ”, which is an organization accredited by a Member State of the EEA to conduct conformity assessments. The
Notified Body would typically audit and examine the quality system for the manufacture, design and final inspection of our
devices before issuing a certification demonstrating compliance with the essential requirements. Based on this certification we
can draw up an EC Declaration of Conformity, which allows us to affix the CE mark to our products. We may not obtain
regulatory approvals or certifications outside the United States on a timely basis, if at all. Clearance or approval by the FDA
does not ensure approval or certification by regulatory authorities or Notified Bodies in other countries, and approval or
certification by one foreign regulatory authority or Notified Body does not ensure approval by regulatory authorities in other
countries or by the FDA. We may be required to perform additional pre- clinical or clinical studies even if FDA clearance or
approval, or the right to bear the CE mark, has been obtained. If we fail to obtain or maintain regulatory approvals, certifications
or registrations in any foreign country in which we plan to market our products, our business, financial condition and operating
results could be adversely affected. In the EEA, we must comply with the EU Medical Device Vigilance System, the purpose of
which is to improve the protection of health and safety of patients, users and others by reducing the likelihood of reoccurrence
of incidents related to the use of a medical device. Under this system, incidents must be reported to the competent authorities of
the Member States of the EEA. An incident is defined as any malfunction or deterioration in the characteristics and / or
performance of a device, as well as any inadequacy in the labeling or the instructions for use which, directly or indirectly, might
lead to or might have led to the death of a patient or user or of other persons or to a serious deterioration in their state of health.
Incidents are evaluated by the EEA competent authorities to whom they have been reported, and where appropriate, information
is disseminated between them in the form of National Competent Authority Reports. The Medical Device Vigilance System is
further intended to facilitate a direct, early and harmonized implementation of Field Safety Corrective Actions (“ FSCAs )
across the Member States of the EEA where the device is in use. An FSCA is an action taken by a manufacturer to reduce a risk
of death or serious deterioration in the state of health associated with the use of a medical device that is already placed on the
market. An FSCA may include the recall, modification, exchange, destruction or retrofitting of the device. FSCAs must be
communicated by the manufacturer or its legal representative to its customers and / or to the end users of the device through
Field Safety Notices. Further, the advertising and promotion of our products is subject to EEA Member States Medical Device
related laws including 2017 / 745, the new Medical Device Regulation, or the 2006 / 114 / EC concerning misleading and
comparative advertising, as amended, or Directive 2005 /29 / EC on unfair commercial practices, as amended, as well as other



EEA Member State legislation governing the advertising and promotion of medical devices. These laws may limit or restrict the
advertising and promotion of our products to the general public and may impose limitations on our promotional activities with
healthcare professionals. Our failure to comply with all these laws and requirements may harm our business and operating
results. We may also be required to perform post market clinical follow up studies to periodically evaluate the safety and
performance of previously approved products. The results of these studies may cause us to lose our approvals, to market the
product or require us to modify our products to address deficiencies in order to preserve our approvals to market the product.
Modifications to our products may require new regulatory clearances or approvals , and if we market modified products
without obtaining necessary approvals or certifications, we may be require-required #s-to recall or cease marketing our
products until clearances or approvals are obtained. Any modification to a 510 (k)- cleared device that could significantly affect
its safety or effectiveness, including significant changes to a device’ s design, materials, chemical composition, energy source,
or manufacturing process, or that would constitute a major change in its intended use, may require a new 510 (k) clearance, a de
novo classification, or possibly a PMA. Similarly, certain modifications to a PMA- approved device may require approval
of a new PMA or a PMA supplement, or alternatively a notification or other submission to the FDA. We may make
modifications to our approved devices in the future that we believe do not require further approval. Modifications to our
products that were implemented without obtaining clearance or approval and for which FDA subsequently concludes that
clearance or approval was required, may require us to recall or cease marketing the modified devices until clearance or approval
is obtained , and we may be subject to significant regulatory fines or penalties . The FDA requires device manufacturers to
initially make and document a determination of whether or not a modification requires a new approval, supplement or clearance.
To do that, a manufacturer must determine if a change / modification to labeling of the device is a “ major ” change to the
intended use statement (previously cleared by the FDA) or if a physical change / modification to the device itself “ could
significantly affect safety or effectiveness. ” If the labeling change is major and / or the physical change significantly affects
safety and effectiveness, the manufacturer must file for an additional 510 (k) clearance, de novo classification, or PMA for those
changes before the modified device can be lawfully marketed. If the Company concludes in its own self- determination that the
changes do not meet either of the thresholds of “ major * or “ significantly affects, ” it may simply document those changes by
way of an internal letter- to- file as part of the manufacturer’ s quality system recording keeping. However, the FDA can review
a manufacturer’ s decision and may disagree. The FDA will normally review a decision made by a manufacturer in a letter- to-
file during a routine plant inspection, which FDA targets to conduct every two years for high- risk (Class III) device
manufacturers and certain low and moderate risk (Class I and II) device manufacturers. In such a review the FDA may
determine that a new clearance or approval was required before the device was put into commercial distribution. We have made
modifications to our products in the past that we concluded did not require a new clearance or approval, and we may make
additional modifications in the future that we believe do not or will not require additional clearances or approvals. No assurance
can be given that the FDA would agree with any of our decisions not to seek 510 (k) clearance, de novo classification, or PMA
approval. The issue of whether a product modification requires clearance or approval, as opposed to a “ letter- to- file ”
documenting the change, is not always clear and companies rely on FDA guidance to assist in making such decisions. If the
FDA requires us to cease marketing and recall a modified device until we obtain a new 510 (k) clearance, de novo classification,
or PMA, our business, financial condition, operating results and future growth prospects could be materially and adversely
affected. Further, our products could be subject to recall if the FDA determines, for any reason, that our products are not safe or
effective. Any recall or FDA requirement that we seek additional approvals or clearances could result in significant delays,
fines, increased costs associated with modification of a product, loss of revenue and potential operating restrictions imposed by
the FDA. Obtaining clearances and approvals can be a time- consuming process, and delays in obtaining required future
clearances or approvals would adversely affect our ability to introduce new or enhanced products in a timely manner, which in
turn would harm our future growth. Our manufacturing operations are required to comply with the FDA’ s and other
governmental authorities’ laws and regulations regarding the manufacture and production of medical devices, which is costly
and could subject us to enforcement action. We and certain of our third- party manufacturers and suppliers are required to
comply with the FDA” s current Good Manufacturing Practices (“ cGMP ”) requirements and Quality System Regulations (*“
QSR ), set to be replaced by the Quality Management System Regulation (“ QMSR ”) in February 2026, which cover, among
other things, the methods of documentation of the design, testing, production, control, quality assurance, labeling, packaging,
sterilization, storage and shipping of our products. We and certain of our suppliers also are subject to the regulations of foreign
jurisdictions regarding the manufacturing process for our products marketed outside of the United States. The FDA enforces the
QSR through periodic announced (routine) and unannounced (for cause or directed) inspections of manufacturing facilities. The
failure by us or one of our third- party manufacturers or suppliers to comply with applicable statutes and regulations
administered by the FDA and other regulatory bodies, or the failure to timely and adequately respond to any adverse
inspectional observations or product safety issues, could result in, among other things, any of the following enforcement actions:
e untitled letters, warning letters, fines, injunctions, consent decrees, disgorgement of profits, criminal and civil penalties; ®
customer notifications or repair, replacement, refunds, recall, detention or seizure of our products; ® operating restrictions or
partial suspension or total shutdown of production; e refusing or delaying our requests for 510 (k) clearance, de novo
classification, or PMA approval of new products or modified products; @ withdrawing 510 (k) clearances, de novo
classifications, or PMAs that have already been granted; ® refusal to grant export certificates for our products; or @ criminal
prosecution. Any of these actions could impair our ability to produce our products in a cost- effective and timely manner in
order to meet our customers’ demands. We also may be required to bear other costs or take other actions that may have a
negative impact on our future revenue and other operating results. Furthermore, our key component suppliers may not currently
be or may not continue to be in compliance with all applicable regulatory requirements, which could result in our failure to
produce our products on a timely basis and in the required quantities, if at all. Even if our medical device products are cleared or



approved by regulatory authorities, if we or our suppliers fail to comply with ongoing FDA or other foreign regulatory authority
requirements, or if we experience unanticipated problems with our products, these products could be subject to restrictions or
withdrawal from the market. Any product that we market will be subject to continued regulatory review, oversight and periodic
inspections by the FDA and other domestic and foreign regulatory bodies. Such oversight will cover, among other things, the
product’ s design and manufacturing processes, our quality system and compliance with reporting requirements, our compliance
with post- approval clinical data requirements, and our promotional activities related to our products. Even if regulatory
clearance or approval of a product is granted, such clearance or approval may be subject to limitations on the intended uses for
which the product may be marketed and reduce our potential to successfully commercialize the product and generate revenue
from the product. If the FDA determines that our promotional materials, labeling, training or other marketing or educational
activities constitute promotion of an unapproved use, it could request that we cease or modify our training or promotional
materials or subject us to regulatory enforcement actions. It is also possible that other federal, state or foreign enforcement
authorities might take action if they consider our training or other promotional materials to constitute promotion of an
unapproved use, which could result in significant fines or penalties under other statutory authorities, such as laws prohibiting
false claims for reimbursement. In addition, we may be required to conduct costly post- market testing and surveillance to
monitor the safety or effectiveness of our products. For example, we must submit periodic reports to the FDA as a condition
of PMA. These reports include safety and effectiveness information about the device after its approval. Failure to submit
such reports, or failure to submit the reports in a timely manner, could result in enforcement action by the FDA.
Following its review of the periodic reports, the FDA might ask for additional information or initiate further
investigation. Similar requirements may apply in foreign jurisdictions where we market our products. Later discovery of
previously unknown problems with our products, including unanticipated adverse events or adverse events of unanticipated
severity or frequency, manufacturing problems, or failure to comply with regulatory requirements such as QSR or QMSR, may
result in, among other things, changes to labeling, restrictions on such products or manufacturing processes, product corrections,
removal of the products from the market, voluntary or mandatory recalls, a requirement to repair, replace or refund the cost of
any medical device we manufacture or distribute, fines, withdrawal of regulatory clearance or approvals, delays in or refusals of
new 510 (k) s, de novo requests or PMA applications, untitled letters, warning letters, refusal to grant export certificates for our
products, product seizures, injunctions or the imposition of civil or criminal penalties which would adversely affect our business,
operating results and prospects . Our inability to maintain required regulatory clearances, or our inability to comply with
regulatory requirements, could harm our business and operating results . The use, misuse or off- label use of our products
may harm our image in the marketplace or result in injuries that lead to product liability suits, which could be costly to our
business or result in FDA sanctions if we are deemed to have engaged in improper promotion of our products. Our products
currently marketed in the United States have been cleared through the FDA” s 510 (k) process for use under specific
circumstances. Our promotional materials and training methods must comply with FDA and other applicable laws and
regulations, including the prohibition on the promotion of a medical device for a use that has not been cleared or approved by
the FDA. We believe that the specific surgical procedures for which our products are marketed fall within the general intended
use of the surgical applications that have been cleared by the FDA. However, the FDA could disagree and require us to stop
promoting our products for those specific indications / procedures until we obtain FDA clearance or approval for them. Use of a
device outside of its cleared or approved indication is known as  off- label ”” use. We cannot prevent a surgeon from using our
products for off- label use, as the FDA does not restrict or regulate a physician’ s choice of treatment within the practice of
medicine. However, if the FDA determines that our promotional activities, reimbursement advice or training of sales
representatives or physicians constitute promotion of an off- label use, the FDA could request that we modify our training or
promotional or reimbursement materials or subject us to regulatory or enforcement actions, including, among other things, the
issuance of an untitled letter, a warning letter, injunction, seizure, disgorgement of profits, a civil fines and criminal penalties.
Other federal, state or foreign governmental authorities also might take action if they consider our promotion or training
materials to constitute promotion of an uncleared or unapproved use, which could result in significant fines or penalties under
other statutory authorities, such as laws prohibiting false claims for reimbursement. For example, the government may take the
position that off- label promotion resulted in inappropriate reimbursement for an off- label use in violation of the Federal False
Claims Act for which it might impose a civil fine and even pursue criminal action. In those possible events, our reputation could
be damaged, and adoption of the products would be impaired. Although we train our sales force not to promote our products for
off- label uses, and our instructions for use in all markets specify that our products are not intended for use outside of those
indications cleared for use, the FDA or another regulatory agency could conclude that we have engaged in off- label promotion.
There may be increased risk of injury and product liability if surgeons attempt to use our products off- label, misuse our products
or do not follow recommended user techniques and guidelines. Product liability claims are expensive to defend and could divert
our management’ s attention and result in substantial damage awards against us. Furthermore, the use of our products for
indications other than those indications for which our products have been cleared by the FDA may not effectively treat such
conditions, which could harm our reputation in the marketplace among surgeons and patients. Any of these events could harm
our business and operating results. If our products cause or contribute to a death or serious injury, or malfunction in certain
ways, we will be subject to medical device reporting regulations, which can result in voluntary corrective actions or agency or
other governmental enforcement actions. Under the FDA medical device reporting regulations and similar foreign governmental
regulations, medical device manufacturers are required to report to the FDA or other governmental agencies information that a
device has or may have caused or contributed to a death or serious injury or has malfunctioned in a way that would likely cause
or contribute to a death or serious injury if the malfunction of the device or one of our similar devices were to recur. Under the
FDA’ s reporting regulations applicable to HCT / Ps, we are required to report all adverse reactions involving a communicable
disease if it is fatal, life threatening, results in permanent impairment of a body function or permanent damage to body structure,



or necessitates medical or surgical intervention, including hospitalization. If we fail to report these events to the FDA within the
required timeframes, or at all, the FDA could take enforcement action against us. Any such adverse event involving our
products also could result in future voluntary corrective actions, such as recalls or customer notifications, or agency action, such
as mandatory recalls, destruction, cessation of manufacturing, inspection or other enforcement action. Any corrective action,
whether voluntary or involuntary, as well as defending ourselves in a lawsuit, would require the dedication of our time and
capital, distract management from operating our business, and may harm our reputation and financial results. We are currently
subject to certain product liability litigation, which could harm our business, financial condition or results of operations,
especially if this litigation requires payments in amounts that exceed our product liability insurance coverage. Any future
product recall or voluntary market withdrawal of a product due to defects, enhancements and modifications or other reasons
would significantly increase our costs. The FDA and similar foreign governmental authorities have the authority to require the
recall of commercialized products. In addition, foreign governmental bodies have the authority to require the recall of our
products in the event of material deficiencies or defects in design or manufacture. Manufacturers may, under their own initiative,
recall a product if any material deficiency in a device is found or for other reasons. A government- mandated or voluntary recall
by us or one of our distributors could occur as a result of component failures, manufacturing errors, design or labeling defects or
other deficiencies and issues. Recalls of any of our products would divert managerial and financial resources and could have an
adverse effect on our financial condition and results of operations. The FDA requires that certain recalls undertaken to reduce a
risk to health be reported to the FDA within 10 working days after the recall is initiated. Companies are required to maintain
certain records of recalls, even if they are not reportable to the FDA. We may initiate voluntary recalls involving our products in
the future that we determine do not require notification of the FDA. If the FDA disagrees with our determinations, they could
require us to report those actions as recalls. In addition, the FDA could take enforcement action for failing to report the recalls
when they were conducted. If we or our suppliers fail to comply with regulations pertaining to human cells, tissues, and cellular
and tissue- based products or are deemed to be biological products requiring approval of a BLA prior to being marketed, these
products could be subject to withdrawal from the market or other enforcement action. Certain of our products are regulated as
HCT / Ps. Section 361 of the PHSA authorizes the FDA to issue regulations to prevent the introduction, transmission or spread
of communicable disease. HCT / Ps regulated as “ 361 ” HCT / Ps are subject to requirements relating to registering facilities and
listing products with the FDA; screening and testing for tissue donor eligibility; and current Good Tissue Practice (“ cGTPs ),
when processing, storing, labeling, and distributing HCT / Ps, including required labeling information, stringent record keeping,
and adverse event reporting, among other applicable requirements and laws. The FDA regulations also have additional
requirements that address sub- contracted tissue services, tracking, and donor records review. If a tissue- based product is
considered human tissue, the FDA requirements focus on preventing the introduction, transmission and spread of communicable
diseases. A product regulated solely as a 361 HCT / P is not required to undergo 510 (k) premarket clearance, de novo
classification or PMA. The FDA may inspect facilities engaged in manufacturing 361 HCT / Ps and may issue untitled letters,
warning letters, or otherwise authorize orders of retention, recall, destruction and cessation of manufacturing if the FDA has
reasonable grounds to believe that an HCT / P or the facilities where it is manufactured are in violation of applicable regulations.
There also are requirements relating to the import of HCT / Ps that allow the FDA to make a decision as to the HCT / Ps’
admissibility into the United States. An HCT /P is eligible for regulation solely as a 361 HCT / P if it is: (i) minimally
manipulated; (ii) intended for homologous use as reflected by labeling, advertising or other indications of the manufacturer’ s
objective intent; (iii) the manufacture does not involve the combination of the HCT / P with another article, except for water,
crystalloids or a sterilizing, preserving, or storage agent (not raising new clinical safety concerns for the HCT / P); and (iv) it
does not have a systemic effect and is not dependent upon the metabolic activity of living cells for its primary function or, if it
has a systemic effect or is dependent upon the metabolic activity of living cells for its primary function, it is intended for
autologous use or allogeneic use in a first or second degree relative or for reproductive use. If any of these requirements are not
met, then the HCT /P is also subject to applicable biologic, device, or drug regulation under the FDCA or the PHSA. These
biologic, device or drug HCT / Ps must comply with the requirements exclusively applicable to 361 HCT / Ps and, in addition,
with requirements applicable to biologics under the PHSA, or devices or drugs under the FDCA, including licensure, clearance
or approval, as the case may be. Over the course of several years, the FDA issued regulations that address manufacturer
activities associated with HCT / Ps. The first requires that companies that manufacture HCT / Ps register with the FDA. This set
of regulations also includes the criteria that must be met in order for the HCT / P to be eligible for regulation solely under
Section 361 of the PHSA and the regulations in 21 CFR Part 1271, rather than under the drug or device provisions of the FDCA
or the biological product licensing provisions of the PHSA. The second set of regulations provides criteria that must be met for
donors to be eligible to donate tissues and is referred to as the “ Donor Eligibility ” rule. The third rule governs the processing
and distribution of the tissues and is often referred to as the cGTP rule. The cGTP rule covers all stages of allograft processing,
from procurement of tissue to distribution of final allografts. Together these regulations are designed to ensure that sound, high
quality practices are followed to reduce the risk of tissue contamination and of communicable disease transmission. At the time
they came into effect approximately 20 years ago, these regulations increased regulatory scrutiny within the industry in which
we operate and have led to increased enforcement action which affects the conduct of our business. In addition, these regulations
can increase the cost of tissue recovery activities. The FDA periodically inspects tissue processors to determine compliance with
these requirements. Allegations of violations of applicable regulations noted by the FDA during facility inspections could
adversely affect the continued marketing of our products. We believe we comply with all aspects of 21 CFR Part 1271 that we
are required to comply with, although there can be no assurance that we will be deemed by FDA to be in compliance. Entities
that provide us with allograft bone tissue are responsible for performing donor recovery, donor screening and donor testing and
our compliance with those aspects of the cGTP regulations that regulate those functions are dependent upon the actions of these
independent entities. If our suppliers fail to comply with applicable requirements, our products and our business could be



negatively affected. If the FDA determines that we have failed to comply with applicable regulatory requirements, it can impose
a variety of regulatory actions, or enforcement actions from public warning letters, fines, injunctions, consent decrees and civil
penalties to suspension or delayed issuance of approvals, seizure of our products, total or partial shutdown of our production,
withdrawal of approvals, and criminal prosecutions. If any of these events were to occur, it could materially adversely affect us.
In addition, the FDA could disagree with our conclusion that one or more of our HCT / Ps meet the criteria for marketing solely
under Section 361 of the PHSA, and therefore that one or more of the HCT / Ps require licensure, approval or clearance of a
marketing application. The FDA could conclude that the tissue is more than minimally manipulated, that the product is intended
for a non- homologous use, that the product is combined with another article, or that the product has a systemic effect or is
dependent on the metabolic activity of living cells for its primary function. The FDA could also determine that a modification to
an HCT / P makes it ineligible for regulation solely as a 361 HCT / P. If the FDA were to draw these conclusions, it would
likely require clinical studies conducted pursuant to an investigational new drug application (“ IND ’) and the submission and
licensure, approval or clearance of a marketing application in order for us to continue to market the product. Such an action by
the FDA could cause negative publicity, decreased or discontinued product sales, and significant expense in obtaining required
marketing licensure, approval or clearance. Other regulatory entities with authority over our products and operations include
state agencies enforcing statutes and regulations covering tissue banking. Regulations issued by Florida, New York, California ,
Colorado, Georgia and Maryland are particularly relevant to our business. Most states do not currently have tissue banking
regulations. It is possible that others may make allegations against us or against donor recovery groups or tissue banks about
non- compliance with applicable FDA regulations or other relevant statutes or regulations. Allegations like these could cause
regulators or other authorities to take investigative or other action or could cause negative publicity for our business and the
industry in which we operate. Loss of AATB accreditation would have a material adverse effect on us. We are accredited with
the American Association of Tissue Banks, a private non- profit organization that accredits tissue banks and sets industry
standards. Although AATB accreditation is voluntary and not required by law, as a practical matter, many of our customers
would not purchase our products if we failed to maintain our AATB accreditation. Although we make every effort to maintain
our AATB accreditation, the accreditation process is somewhat subjective and lacks regulatory oversight. There can be no
assurance that we will continue to remain accredited with the AATB and any loss of our AATB accreditation would adversely
affect our business and operating results. Federal regulatory reforms may adversely affect our business and our ability to sell our
products. From time to time, legislation is drafted and introduced in Congress that could significantly change the statutory
provisions governing the regulatory approval, manufacture and marketing of regulated products or the reimbursement thereof. In
addition, FDA regulations and guidance are often revised or reinterpreted by the FDA in ways that may significantly affect our
business and our products. For example, the FDA issued a final rule in February 2024 replacing the QSR with the QMSR, which
incorporates by reference the quality management system requirements of ISO 13485: 2016. The FDA has stated that the
standards contained in ISO 13485: 2016 are substantially similar to those set forth in the existing QSR. This final rule does not
go into effect until February 2026. Any new regulations or revisions or reinterpretations of existing regulations may impose
additional costs or lengthen review times of future products. FDA regulations and guidance are often revised or reinterpreted by
the agency in ways that may significantly affect our business and our products. Additionally, #-following the Supreme Court
reverses-oreurtails-’ s overturning of the Chevron doctrine in June 2024 , which gives-had provided for deference to
regulatory agencies ’ interpretation of regulations in litigation against the FDA and other agencies, there is additional
uncertainty going forward regarding current and future regulatory interpretations. As a result of this decision, we
cannot be sure whether there will be increased challenges to existing FDA regulations or how lower courts will apply the
decision in the context of regulatory schemes without morec eempantes-may-bringlawstits-againstFDA-te-specific guidance
from the Supreme Court. ehalenge-Challenges to longstanding decisions and policies of FDA, which could undermine FDA’
s authority, lead to uncertainties in the industry, and disrupt FDA’ s normal operations, whieh-could adversely affect our ability
to sell our products. It is impossible to predict whether legislative or other changes will be enacted or FDA regulations, guidance
or interpretations changed, and what the impact of such changes, if any, may be. Our revenues depend upon prompt and
adequate coverage and reimbursement from public and private insurers and national health systems. The ability of healthcare
providers to purchase our products depends in part on the extent to which reimbursement for the costs of such materials and
related treatments is and will continue to be available from governmental health administration authorities, private health
coverage insurers and other organizations. In the United States, healthcare providers who purchase our products generally rely
on these third- party payors to pay for all or a portion of the cost of our products as a component of a single bundled payment
amount for the procedures in which the products are used. Because there is often no separate third- party payor reimbursement
to the provider for our products, the additional cost associated with purchasing our products can impact the provider’ s profit
margin for delivering the treatment that includes are product as a component. If third- party payor reimbursement to providers
for procedures involving our products is eliminated or reduced, some of our target customers may be unwilling to purchase our
products and may choose to instead purchase less expensive alternatives from our competitors. In addition, third- party payors
for hospital services and hospital outpatient services, including Medicare, Medicaid and private healthcare insurers, typically
revise their coverage and payment policies, methodologies and amounts on an annual basis, which can result in noncoverage,
stricter standards for reimbursement of hospital charges for certain medical procedures or the elimination of or reduction in
reimbursement. Further, Medicare, Medicaid and private healthcare insurer cutbacks could create downward price pressure on
our products. Healthcare reform legislation at the federal and state levels could result in changes in coverage of and
reimbursement for our products. Finally, our revenues also depend upon timely reimbursement data input from our independent
agents. All of these factors could adversely affect our business. Our business is subject to complex and evolving U. S. and
international laws and regulation regarding privacy and data protection. Many of these laws and regulations are subject to
change and uncertain interpretation and could result in claims, changes to our business practices, penalties, increased cost of



operations, or otherwise harm our business. Regulatory authorities around the world have enacted laws and regulations or are
considering a number of legislative and regulatory proposals concerning data protection. Data protection and privacy laws
have been enacted by the United States federal and state governments, including, for example, the California Consumer
Privacy Act, the Colorado Privacy Act, the Connecticut Personal Data Privacy and Online Monitoring Act, the Florida
Digital Bill of Rights, the Montana Consumer Data Privacy Act, the Oregon Consumer Privacy Act, the Texas Data
Privacy and Security Act, the Utah Consumer Privacy Act and the Virginia Consumer Data Protection Act, and the
regulatory regime continues to evolve and is increasingly complex and demanding. The interpretation and application of
these eonsumer-and-dataproteetion-laws in the United States, as well as similar laws in the EU and elsewhere , are often
uncertain and subject to change. It is possible that these laws may be interpreted and applied in a manner that is inconsistent with
our data practices. Failure to comply with any of these laws and regulations could result in enforcement action against us,
including fines, public censure, claims for damages by affected individuals, damage to our reputation and loss of goodwill, any
of which could have a material adverse effect on our business, results of operations, and financial condition. Legal developments
in Europe have created compliance uncertainty regarding certain transfers of personal data from Europe to the United States. For
example, the General Data Protection Regulation (EU 2016 / 679) (“ GDPR ), which became effective in the EU on May 25,
2018, applies to our activities conducted from an establishment in the EU or related to products and services that we offer to EU
customers. The GDPR created a range of new compliance obligations, which could cause us to change our business practices,
and will significantly increase financial penalties for noncompliance. In addition, the European Commission in July 2016 and
the Swiss Government in January 2017 approved the EU- U. S. and the Swiss- U. S. Privacy Shield frameworks, respectively,
which are designed to allow U. S. companies that self- certify to the U. S. Department of Commerce and publicly commit to
comply with the Privacy Shield requirements to freely import personal data from the EU and Switzerland. However, these
frameworks have faced a number of legal challenges, and their validity remains subject to legal, regulatory and political

dev elopments in both the EU and the United States RlSkS Related@u%bﬂsmess-rs—depeﬂdeﬁﬁtpeﬂ—a—stlfﬁeteﬂ%ﬂumber—ef

employees Our success is dependent upon the efforts of a Ieldtl\ ely small mandgement team and staff. We have experienced a
high level of employee turnover in past years, including members of our management team. We-As part of the integration
activities undertaken following our acquisition of the hardware and biologics business of Surgalign Holdings, we
restructured and streamlined our sales organization and in connection thereto eliminated the position of Chief
Commercial Officer held by Kevin D. Brandt effective as of August 16, 2024. As a result of the elimination of this
position, Sean E. Browne, our Chief Executive Officer, assumed the role of head of sales. In addition, in January 2025,
we effected a reduction in force affecting over 27 employees, thereby further increasing our dependence upon our
remaining employees. While we have employment arrangements in place with our executive and other officers, batnone of
these executive and other officers are bound legally to remain employed with Xtant for any specific term. We do not have key
person life insurance policies covering our executive and other officers or any of our other employees. If key individuals were to
leave Xtant, our business could be affected adversely if suitable replacement personnel are not recruited quickly. Wehave
tneurred-stgnifieantiosses-Our business is dependent upon a sufficient number of qualified workers , expeet-to-eontinte-to
tneurtosses-and competition for such talent is intense, especially around Belgrade, Montana. If we cannot attract and
retain qualified personnel or if we must increase substantially our labor costs to attract and retain qualified personnel,
the growth and success of our busmess, as well as our operatmg results and ﬁnancnal condltlon, may ﬁet—aeh-teve—eﬁﬂstam
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for us to pfediet—attract

and retain the quahﬁed personnel necessary for the development operatlon and growth of our busmess We have been
further impacted by labor shortages. Additionally, the rising cost of living in Belgrade, Montana and surrounding areas
has caused some members of the labor force to leave these areas in search of more affordable living arrangements, which
has worsened our local labor shortage. Our ability to maintain our productivity at competitive levels and increase
production in the future Heuidity-may be limited by our ability to employ, train and retain personnel necessary to meet
our requirements . Companies in our industry , including us, are dependent upon an available labor pool of qualified
employees. We compete for qualified personnel with other companies, academic institutions, governmental entities, and
other organlzatlons A shortage in the labor pool of workers, whlch we bc ieve t-h&t—etrreash—currently exists in Belgrade,

: ateg ; i 131t10 t eHo hat we will be able
to seettre—&eld-rt—reﬁal—seurees—e-f—fuﬁds—malntaln an adequate quahﬁed labor force necessary to operate efficiently and to
support our growth strategy and operations . During 2023 , these labor shortages contributed to production shortages and,
from time to time, an inability orfor ifsueh-funds-are-avatlable-te-us to operate at full capacity. The tight labor market in
the Belgrade ., Montana, area also has requlred us to enhance our wages and beneﬁt packages to attract a sufficlent
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in hiring or retammg a sufficient number of qualified personnel in the future. If we cannot attract and retain qualified
personnel or if we must increase subslamm ly -1-rm1-t—ou1 abrl-rtry—labor costs to eeﬁéuet—attract and vestinretain quallﬁed
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adversely affected effeet-orrus-. Risks Related to Intellectual Property [f we lose any future
intellectual property lawsuits, a court could require us to pay significant damages or prevent us from selling our products. The
medical device industry is litigious with respect to patents and other intellectual property rights. Companies in the medical
device industry have used intellectual property litigation to gain a competitive advantage. Legal proceedings, regardless of the
outcome, could drain our financial resources and divert the time and effort of our management. If we lose this litigation or any
other similar legal proceedings of which we may become subject, a court could require us to pay significant damages to third
parties, indemnify third parties from loss, require us to seek licenses from third parties, pay ongoing royalties, redesign our
products, or prevent us from manufacturing, using, selling, offering for sale, or importing our products. While we do not believe
that any of our products infringe any valid claims of patents or other proprietary rights held by others, we have been subject to
patent infringement claims in the past. There can be no assurances that we do not infringe any patents or other proprietary rights.
In addition to being costly, protracted litigation to defend or prosecute our intellectual property rights could result in our
customers or potential customers deferring or limiting their purchase or use of the affected products until resolution of the
litigation. If our patents and other intellectual property rights do not adequately protect our products, we may lose market share
to our competitors and be unable to operate our business profitably. We rely on patents, trade secrets, copyrights, know- how,
trademarks, license agreements, and contractual provisions to establish our intellectual property rights and protect our products.
These legal means, however, afford only limited protection and may not completely protect our rights. For example, competitors
may be able to design around some of our intellectual property rights to develop competing but non- infringing technologies. In
addition, we cannot be assured that any of our pending patent applications will issue. The U. S. Patent and Trademark Office (or
an applicable foreign intellectual property office) may deny or require a significant narrowing of the claims in its pending patent
applications and the patents issuing from such applications. Any patents issuing from pending patent applications may not
provide us with significant commercial protection or sufficient commercial protection to prevent competitors from utilizing
similar but non- infringing technologies. We could incur substantial costs in proceedings before the U. S. Patent and Trademark
Office. These proceedings could result in adverse decisions as to the priority of our inventions and the narrowing or invalidation
of claims in issued patents. In addition, the laws of some of the countries in which our products are or may be sold may not
protect our intellectual property to the same extent as U. S. laws or at all. We also may be unable to protect our rights in trade
secrets and unpatented proprietary technology in these countries. Additionally, patents and certain other intellectual property
rights are not perpetual, and third parties will be able to utilize the subject rights upon expiration. In addition, we hold licenses
from third parties that are necessary to utilize certain technologies used in the design and manufacturing of some of our
products. The loss of such licenses could prevent us from manufacturing, marketing, and selling these products, which could
harm our business. If we, or the other parties from whom we would license intellectual property, fail to obtain and maintain
adequate patent or other intellectual property protection for intellectual property used in our products, or if any protection is
reduced or eliminated, others could use the intellectual property used in our products, resulting in harm to our competitive
business position. We seek to protect our trade secrets, know- how, and other unpatented proprietary technology, in part, with
confidentiality agreements with our employees, independent distributors, and consultants. We cannot be assured, however, that
the agreements will not be breached, adequate remedies for any breach would be available, or our trade secrets, know- how, and
other unpatented proprietary technology will not otherwise become known to or independently developed by our competitors.
We may not be able to obtain or protect our proprietary rights relating to our products without resorting to costly and time-
consuming litigation. We may not be able to obtain, maintain and protect certain proprietary rights necessary for the
development and commercialization of our products or product candidates. Our commercial success will depend in part on
obtaining and maintaining patent protection on our products, successfully asserting these patents against competitors employing
infringing technology, and successfully defending these patents against third- party challenges. Even if our patents cover a
competing technology, a competitor may not accede to our demands to cease and desist or license our patent rights, which will
then require us to pursue costly and time- consuming litigation. Even if we were successful in any such litigation, a court may
not issue an injunction, or the infringing competitor may alter its technology to no longer infringe. Our ability to commercialize
our products will also depend in part on the patent positions of third parties, including those of our competitors. The patent
positions of medical device and biotechnology companies can be highly uncertain and involve complex legal and factual
questions. Accordingly, we cannot predict with certainty the scope and breadth of patent claims that may be afforded to other
companies’ patents. We could incur substantial costs in litigation if we are required to defend against patent suits brought by
third parties, or if we initiate suits to protect our patent rights. Such suits that we may need to defend extend beyond suits by our
competitors and may include patent assertion entities, which acquire and assert patents as a means to generate income, due to the
expensive nature of patent litigation. In the ordinary course of litigation, attorney fees are not recoverable. In addition to the
risks involved with patent protection, we also face the risk that our competitors will infringe on our trademarks. Any



infringement could lead to a likelihood of confusion and could result in lost sales. Similarly, while we are cautious to avoid
infringing the rights of third parties, we cannot control a third party asserting its trademarks against us. There can be no
assurance that we will prevail in any claims we make to protect our intellectual property, or in defense of any claims brought
against us. Future protection for our proprietary rights is uncertain which may impact our ability to successfully compete in our
industry. The degree of future protection for our proprietary rights is uncertain. We cannot ensure that: ® we were the first to
make the inventions covered by each of our patent applications; ® we were the first to file patent applications for these
inventions; @ others will not independently develop similar or alternative technologies or duplicate any of our technologies; ®
any of our pending patent applications will result in issued patents; ® any of our issued patents or those of our licensors will be
valid and enforceable; ® any patents issued to us or our collaborators will provide a basis for commercially viable products or
will provide us with any competitive advantages or will not be challenged by third parties; ® any of our patent or other
intellectual property rights in the U. S. and the technologies embodied therein will provide or be subject to similar or any
protection in foreign markets; ® we will develop additional proprietary technologies that are patentable; e the patents of others
will not have a material adverse effect on our business rights; or ® the measures we rely on to protect the intellectual property
underlying our products will be adequate to prevent third parties from using our technology, all of which could harm our ability
to compete in the market. Risks Related to Information Technology, Cybersecurity and Data Protection We are dependent
on various information technology (*“ IT ) systems, and failures of, interruptions to, or unauthorized tampering with those
systems could have a material adverse effect on our business. We rely extensively on IT systems to conduct business. These
systems include, but are not limited to, ordering and managing materials from suppliers, converting materials to finished
products, invoicing and shipping products to customers, processing transactions, summarizing and reporting results of
operations, complying wrth regulatory, legal or tax requrrernents and prov1d1ng data securrty and other processes necessary to
manage our business. Puritig ve emented-anupgrade 0 AR stem—[n recent years
2022-and2623-, we installed a new ﬁrewall to better protect from network 1ntrus10ns hired a Network and Securrty
Administrator, and engaged a third- party service provider to perform an-periodic internal penetration test-testing in order to
identify and address vulnerabilities. Additionally, we introduced always- on VPN in an effort to better restrict off- campus
network access in light of the increase in the number of our employees working remotely in recent years, enhanced our
monitoring and control capabilities, and hardened our cloud computing cyber security footprint. However, if our systems are
damaged or cease to function properly due to any number of causes, ranging from catastrophic events to power outages to
security breaches, and our business continuity plans do not effectively compensate for these events on a timely basis, we may
suffer interruptions in our ability to manage operations. Increased global cybersecurity vulnerabilities, threats and more
sophisticated and targeted cybersecurity attacks pose a risk to the security of our systems and networks and those of our
customers, suppliers, independent sales agents, distributors and third- party service providers, and the confidentiality,
availability and integrity of any underlying information and data. Our work from home arrangements, as well as those of our
third- party service providers, may increase cybersecurity risks related to phishing, malware, and other similar cybersecurity
attacks. We have programs, processes and technologies in place to prevent, detect, contain, respond to and mitigate security
related threats and potential incidents. We undertake considerable ongoing improvements to our IT systems in order to minimize
vulnerabilities, in accordance with industry and regulatory standards. Because the techniques used to obtain unauthorized access
change frequently and can be difficult to detect, anticipating, identifying or preventing these intrusions or mitigating them if and
when they occur may be challenging. Although we have been the target of cyber incidents in the past, the aggregate impact of
these incidents on our operations and financial condition has not been material to date. However, in light of the fact that
cybersecurity threats have been rapidly evolving in sophistication and prevalence, no assurance can be provided that we will not
become subject to future attacks, especially when our cybersecurity protection is dependent at least to some extent on the lack of
human error. New-SEC rules related to cybersecurity risk management may further increase our regulatory burden and the cost
of compliance in such events. Our IT systems require an ongoing commitment of significant resources to maintain, protect and
enhance existing systems and develop new systems to keep pace with continuing changes in information processing technology,
evolving systems and regulatory standards. We also outsource certain elements of our IT systems to third parties that, as a result
of this outsourcing, could have access to certain confidential information and whose systems may also be vulnerable to these
types of attacks or disruptions. There can be no assurance that our protective measures or those of these third parties will prevent
or detect security breaches that could have a significant impact on our business, reputation, operating results and financial
condition. The failure of these systems to operate or integrate effectively with other internal, customer, supplier or third- party
service provider systems and to protect the underlying IT system and data integrity, including from cyber- attacks, intrusions or
other breaches or unauthorized access of these systems, or any failure by us to remediate any such attacks or breaches, may also
result in damage to our reputation or competitiveness, delays in product fulfillment and reduced efficiency of our operations, and
could require significant capital investments to remediate any such failure, problem or breach, all of which could adversely
affect our business, operating results and financial condition. We maintain cyber liability insurance; however, this insurance
may not be sufficient to cover the financial, legal, business or reputational losses that may result from an interruption or breach
of our systems. Risks Related to Our Controlled Company Status Funds affiliated with OrbiMed own a significant
percentage of our common stock, have the right to designate a majority of our Board of Directors, and are able to exert
significant control over matters subject to stockholder approval, preventing other stockholders and new investors from
influencing significant corporate decisions. ROS and Royalty Opportunities collectively owned approximately 53 56-2-% of our
outstanding common stock as of December 31, 2623-2024 . We are party to the Investor Rights Agreement, under which ROS
and Royalty Opportunities are permitted to nominate a majority of the directors and designate the ehairpersetr-chair of our
Board of Directors at subsequent annual meetings, as long as they maintain an ownership threshold in our Company of at least
40 % of our then outstanding common stock. If ROS and Royalty Opportunities are unable to maintain this ownership




threshold, the Investor Rights Agreement contemplates a reduction of nomination rights commensurate with their ownership
interests . Currently, ROS and Royalty Opportunities have no designees on our Board of Directors, but no assurance can
be provided that they will not exercise their rights to obtain nominate a majority of our directors and designate a new
chair of our Board . In addition, under the Investor Rights Agreement, for so long as the ownership threshold is met, we must
obtain the approval of a majority of our common stock held by ROS and Royalty Opportunities to proceed with the following
actions: (i) issue new securities; (ii) incur over $ 250, 000 of debt in a fiscal year; (iii) sell or transfer over $ 250, 000 of our
assets or businesses or our subsidiaries in a fiscal year; (iv) acquire over $ 250, 000 of assets or properties in a fiscal year; (v)
make capital expenditures over $ 125, 000 individually, or $ 1, 500, 000 in the aggregate during a fiscal year; (vi) approve our
annual budget; (vii) appoint or remove the ehairperserr-chair of our Board of Directors; and (viii) make loans to, investments in,
or purchase, or permit any subsidiary to purchase, any stock or other securities in another entity in excess of $ 250, 000 in a
fiscal year. The Investor Rights Agreement also grants ROS and Royalty Opportunities the right to purchase from us a pro rata
amount of any new securities that we may propose to issue and sell. Because of their significant share ownership and control,
OrbiMed has the ability to exert substantial influence or actual control over our management and affairs and over substantially
all matters requiring action by our stockholders and Board of Directors, including amendments to our Charter, Third Amended
and Restated Bylaws (“ Bylaws ), election and removal of directors, future issuances of our common stock or other securities,
payment of dividends, if any, on our common stock, the incurrence or modification of indebtedness by us, any proposed merger,
consolidation or sale of all or substantially all of our assets and other corporate transactions, as well as certain day- to- day
decisions involved in operating our business, such as annual operating plans, capital expenditures and other investments in our
business. The interests of OrbiMed may not be aligned with management’ s views on the operation of our business or the
interests of our other stockholders. For example, the Board of Directors may believe a particular transaction or fund
raising opportunity is in the best interests of the Company and stockholders but the Company may be precluded from
effecting such a transaction if ROS and Royalty Opportunities are unwilling to consent to or waive their rights under the
Investor Rights Agreements with respect to such transaction. [n addition, OrbiMed and their affiliates may have an interest
in pursuing a sale of the Company, acquisitions, divestitures and other transactions or not pursuing such transactions that, in
their judgment, could provide them liquidity or enhance or reduce their investment, even though such transactions might
involve risks to the Company and our other stockholders. For example, OrbiMed could cause us to sell the Company at a
price the Board believes is inadequate, make acquisitions that increase our indebtedness , or cause us to sell revenue-
generating assets. In addition, OrbiMed and their affiliates are able to determine the outcome of all matters requiring stockholder
approval and are able to cause or prevent a change of control of our Company or a change in the composition of our Board of
Directors and could preclude any acquisition of our Company. This concentration of voting control could deprive our other
stockholders of an opportunity to receive a premium for their shares of common stock as part of a sale of our Company and
ultimately might affect the market price of our common stock. Funds affiliated with OrbiMed have owned a significant
percentage of our common stock since 2018 and at some point may distribute some or all of their shares to their limited
partners if they cannot otherwise obtain liquidity for all or part of their ownership interests, which distribution likely
would have a material adverse impact on our stock price. ROS and Royalty Opportunities collectively own
approximately 53 % of our outstanding common stock. Since they have owned a significant percentage of our common
stock since 2018 and since it is typical that such funds have limited time horizons within which to hold investments, it is
possible that ROS and / or Royalty Opportunities may distribute some or all of their shares of our common stock to their
limited partners if they cannot otherwise obtain liquidity for all or part of their ownership interest. If such a distribution
occurred, it is likely that it would have a material adverse effect on our stock price in light of our historical trading
volumes and low public float. If the trading price of our common stock decreases to levels viewed to be abnormally low
and no longer suitable for listing under the NYSE American’ s listing standards, the NYSE American would likely
commence delisting proceedings and immediately suspend trading in our common stock. We are a * controlled company ”
within the meaning of the NYSE American rules and rely on exemptions from various corporate governance requirements that
provide protection to stockholders of other companies. We are a “ controlled company  as defined in section 801 (a) of the
NYSE American Company Guide because more than 50 % of the combined voting power of all of our outstanding common
stock is beneficially owned by OrbiMed Advisors LLC. As a “ controlled company, ” we are exempt from certain NYSE
American rules requiring our Board of Directors to have a majority of independent members, a compensation committee
composed entirely of independent directors and a nominating committee composed entirely of independent directors. These
independence standards are intended to ensure that directors who meet those standards are free of any conflicting interest that
could influence their actions as directors. While we currently have a majority of independent directors on the Board of Directors,
an independent nomination and governance committee or an independent compensation committee, we may in the future elect to
rely on NYSE American’ s controlled company exemptions. Accordingly, our stockholders do not have the same protections
afforded to stockholders of companies that are subject to all of the corporate governance requirements of the NYSE American
rules. Risks Related to OQur Common Stock Shares of our common stock are equity securities and are subordinate to our
outstanding indebtedness. Shares of our common stock are common equity interests. This means that our common stock will
rank junior to any outstanding shares of our preferred stock that we may issue in the future or to the indebtedness under our
Credit Agreements and any future indebtedness we may incur and to all creditor claims and other non- equity claims against us
and our assets available to satisfy claims on us, including claims in a bankruptcy or similar proceeding. Additionally, unlike
indebtedness, where principal and interest customarily are payable on specified due dates, in the case of our common stock, (i)
dividends are payable only when and if declared by our Board of Directors, and (ii) as a corporation, we are restricted to making
dividend payments and redemption payments out of legally available assets. We have never paid a dividend on our common
stock and have no current intention to pay dividends in the future. In addition, our Credit Agreements preclude us from paying



dividends. Furthermore, our common stock places no restrictions on our business or operations or on our ability to incur
indebtedness or engage in any transactions, subject only to the voting rights available to stockholders generally. Our inability to
comply with the continued listing requirements of the NYSE American could result in our common stock being delisted, which
could affect its market price and liquidity and reduce our ability to raise capital. We are required to meet certain qualitative and
financial tests to maintain the listing of our common stock on the NYSE American . In order to maintain this listing, we must
maintain certain share prices, financial and share distribution targets, including maintaining a minimum amount of
stockholders’ equity and a minimum number of public stockholders. In addition to these objective standards, NYSE
Regulation may delist the securities of any issuer (i) if, in its opinion, the issuer’ s financial condition and / or operating
results appear unsatisfactorys; (ii) if it appears that the extent of public distribution or the aggregate market value of the
security has become so reduced as to make continued listing on the NYSE American inadvisable; (iii) if the issuer sells or
disposes of principal operating assets or ceases to be an operating company; (iv) if an issuer fails to comply with the
NYSE American’ s listing requirements; (v) if an issuer’ s common stock sells at what NYSE Regulation considers a “
low selling price ” and the issuer fails to correct this via a reverse split of shares after notification by NYSE Regulation;
or (vi) if any other event occurs or any condition exists which makes continued listing on the NYSE American in its
opinion, inadvisable . If we do not maintain compliance with the continued listing requirements for the NYSE American within
specified periods and subject to permitted extensions, our common stock may be recommended for delisting (subject to any
appeal we would file). No assurance can be provided that we will continue to comply with these continued listing requirements.
In September 2024, we received an “ early warning ” courtesy pointing out to us that our common stock price had
decreased below $ 1. 00 over a 30- trading day average and to remind us as to the NYSE American’ s listing standards
which allow the NYSE American to commence delisting proceedings and immediately suspend trading in the event that
our common stock trades at levels viewed to be abnormally low and no longer suitable for listing pursuant to Section
1003 (f) (v) of the NYSE American Company Guide. The NYSE American generally views trading below a price of $ 0.
10 to be abnormally low. [ our common stock were delisted, it could be more difficult to buy or sell our common stock and to
obtain accurate quotations, and the price of our stock could suffer a material decline. Delisting would also impair our ability to
raise capital. The market price of our common stock is extremely volatile, which may affect our ability to raise capital in the
future and may subject the value of the investment of our stockholders to sudden decreases. The market price for securities of
medical device and biotechnology companies, including ours, historically has been highly volatile, and the market from time to
time has experienced significant price and volume fluctuations that are unrelated to the operating performance of such
companies. The trading volume and prices of our common stock have been and may continue to be volatile and could fluctuate
widely due to factors both within and beyond our control. During 2023-2024 , the sale price of our common stock ranged from $
0.5833 to $ 1.39-31 per share, and our daily trading volume ranged from 1 thousand to 798-950 thousand shares. Such
volatility may be the result of broad market and industry factors. Future fluctuations in the trading price or liquidity of our
common stock may harm the value of the investment of our stockholders in our common stock. Factors that may have a
significant impact on the market price and marketability of our common stock include, among others: ® our observance of
covenants under our Credit Agreements; ® our ability to make interest payments under our Credit Agreements; o the
terms of any potentlal future tranqacmon (s) related to debt ﬁnancmg, debt reqtructurmg or Capltal raising —O-Gttﬁabrl-rtry—te—make
y z ; ® announcements
of technological 1nnovat10n§ or new commercml products by us or our preqent or potential COlllpetltOl’S ° development% or
disputes concerning patent or other proprietary rights; ® developments in our relationships with employees, suppliers,
distributors, sales representatives and customers; ® acquisitions or divestitures; ® litigation and government proceedings; @
adverse legislation, including changes in governmental regulation; e third- party reimbursement policies; ® additions or
departures of key personnel; ® sales of our equity securities by our significant stockholders , including in the event ROS or
Royalty Opportunities distributes shares of our common stock to its limited partners, or management or sales of additional
equity securities by our Company; e changes in securities analysts’ recommendations; @ short selling; ® changes in health care
policies and practices or reimbursement affecting our products or technologies ; o the delisting of our common stock or
halting or suspension of trading in our common stock by the NYSE American; ® economic, social and other external factors,
such as epidemics or pandemics, supply chain disruptions, labor shortages and persistent inflation; and @ general market
conditions. In the past, following periods of volatility in the market price of a company’ s securities, securities class action
litigation has often been instituted. These lawsuits often seek unspecified damages, and as with any litigation proceeding, one
cannot predict with certainty the eventual outcome of pending litigation. Furthermore, we may have to incur substantial
expenses in connection with any such lawsuits and our management’ s attention and resources could be diverted from operating
our business as we respond to any such litigation. We maintain insurance to cover these risks for us and our directors and
officers, but our insurance is subject to high deductibles to reduce premium expense, and there is no guarantee that the insurance
will cover any specific claim that we currently face or may face in the future, or that it will be adequate to cover all potential
liabilities and damages. Our actual operating results may differ significantly from our guidance, which could cause the market
price of our common stock to decline. We reeenthy-initiated-the-issuanee--- issue ef-guidance regarding our future performance,
such as our anticipated annual revenue, that represents our management’ s estimates as of the date of release. This guidance,
which consists of forward- looking statements, is prepared by our management and is qualified by, and subject to, the
assumptions and the other information contained or referred to in the release. Our guidance is not prepared with a view toward
compliance with published guidelines of the American Institute of Certified Public Accountants, and neither any independent
registered public accounting firm nor any other independent expert or outside party compiles, examines or reviews the guidance
and, accordingly, no such person expresses any opinion or any other form of assurance with respect thereto. Guidance is based
upon a number of assumptions and estimates that, while presented with numerical specificity, is inherently subject to significant




business, economic and competitive uncertainties and contingencies, many of which are beyond our control and are based upon
specific assumptions with respect to future business decisions, some of which will change. We generally state possible outcomes
as high and low ranges which are intended to provide a sensitivity analysis as variables are changed but are not intended to
represent that actual results could not fall outside of these ranges. The principal reason that we release this data is to provide a
basis for our management to discuss our business outlook with analysts and investors. We do not accept any responsibility for
any projections or reports published by any such persons. Guidance is necessarily speculative in nature, and it can be expected
that some or all of the assumptions of the guidance furnished by us will not materialize or will vary significantly from actual
results. Accordingly, our guidance is only an estimate of what management believes is realizable as of the date of release. Actual
results will vary from the guidance and the variations may be material. Investors should also recognize that the reliability of any
forecasted financial data will diminish the farther in the future that the data are forecast. In light of the foregoing, investors are
urged to put the guidance in context and not to place undue reliance on it. Any failure to successfully implement our operating
strategy or the occurrence of any of the events or circumstances set forth in this Annual Report on Form 10- K could result in
the actual operating results being different than our guidance, and such differences may be adverse and material. The failure to
achieve such guidance or analyst expectations regarding future operating results could disappoint investors and analysts
and cause the market price of our common stock to decline. We may issue additional common stock resulting in stock
ownership dilution. From time to time, we issue equity securities to raise additional financing and in connection with debt
restructurings. During 2823-2024 , we issued in a private placement approximately 28-7 . 8-8 million shares of common stock at
a purchase price of $ 0. #5-64 per share. Future dilution may occur due to additional future equity issuances and / or equity
financing events by us, including any potential future restructuring of our outstanding indebtedness. In addition, we may raise
additional capital through the sale of equity or convertible debt securities, which would further dilute the ownership interests of
our stockholders. As of December 31, 2623-2024 , we had outstanding warrants to purchase approximately-12, $87-237 , 470
shares of our common stock . In addition , we had stock options to purchase 1, 472-190 , 643-211 shares of our common
stock, performance stock units covering 1, 710, 776 shares of our common stock, restricted stock unit awards covering +2 ,
+62-087 . 473-096 shares of our common stock and deferred stock unit awards covering €53-2 , 346-791, 096 shares of our
common stock under the Xtant Medical Holdings, Inc. 2023 Equity Incentive Plan, stock options to purchase 3-2 , 463-735 , 192
shares of our common stock and restricted stock unit awards covering 3-397 , 133 463;-192-shares of our common stock under
the Xtant Medical Holdings, Inc. Second Amended and Restated 2018 Equity Incentive Plan, options to purchase 623-499 shares
of our common stock under our prior equity compensation plan, and 9-5 , 968-618 , +86-848 shares available for issuance under
the Xtant Medical Holdings, Inc. 2023 Equity Incentive Plan. If these or any future warrants, options or restricted stock units are
exercised or otherwise converted into shares of our common stock, our stockholders will experience additional dilution. The sale
or availability for sale of substantial amounts of our common stock or other equity securities could adversely affect the market
price of our common stock. Sales of substantial amounts of our common stock or a preferred stock in the public market, or the
perception that these sales could occur, could adversely affect the market price of our common stock and could materially
impair our ability to raise capital through equity offerings in the future. We cannot predict what effect, if any, market sales of
securities held by ROS or Royalty Opportunities and beneficially owned by OrbiMed , or any of their partners if a
distribution is effected, or any other Xtant stockholder or the availability of these securities for future sale will have on the
market price of our common stock , although it is likely that such sales would have a material adverse impact on the
trading price of our common stock, especially given our low trading volume and public float . [ securities analysts stop
publishing research or reports about us or our business, or if they downgrade our common stock, the trading volume and market
price of our common stock could decline. The market for our common stock relies in part on the research and reports that
industry or financial analysts publish about us or our business. We do not control these analysts. If any analyst who covers us
downgrades our stock or lowers its future stock price targets or estimates of our operating results, our stock price could decline
rapidly. This is particularly true if we fail to meet the expectations of analysts with respect to our revenue and other
operating results. Furthermore, if any-analystanalysts eeases— cease to cover our Company, we could lose visibility in the
market. Each of these events could, in turn, cause our trading volume and the market price of our common stock to decline.
Anti- takeover provisions in our organizational documents and agreements may discourage or prevent a change in control, even
if a sale of the Company could be beneficial to our stockholders, which could cause our stock price to decline and prevent
attempts by our stockholders to replace or remove our current management. Several provisions of our Restated Certificate of
Incorporation (“ Charter ”) and Fhird-Amended-andRestated-Bylaws <Bylaws-and our Investor Rights Agreement could
make it difficult for our stockholders to change the composition of our Board of Directors, preventing them from changing the
composition of management. In addition, several provisions of our Charter and Bylaws may discourage, delay or prevent a
merger or acquisition that our stockholders may consider favorable. These provisions include: ® We have shares of common
stock and preferred stock available for issuance without stockholder approval. The existence of unissued and unreserved
common stock and preferred stock may enable the Board of Directors to issue shares to persons friendly to current management
or to issue preferred stock with terms that could render more difficult or discourage a third- party attempt to obtain control of us
by means of a merger, tender offer, proxy contest or otherwise, thereby protecting the continuity of our management. ® Shares
of our common stock do not have cumulative voting rights in the election of directors, so our stockholders holding a majority of
the shares of common stock outstanding will be able to elect all of our directors. ® Special meetings of the stockholders may be
called only by the Board of Directors, the chair of the Board of Directors or the chief executive officer. ® The Board of Directors
may adopt, alter, amend or repeal our Bylaws without stockholder approval. @ Unless otherwise provided by law, any newly
created directorship or any vacancy occurring on the Board of Directors for any cause may be filled by the affirmative vote of a
majority of the remaining members of the Board of Directors even if such majority is less than a quorum, and any director so
elected shall hold office until the expiration of the term of office of the director whom he or she has replaced or until his or her



successor is elected and qualified. @ Prior to July 26, 2030, fixing the number of directors at more than seven directors requires
the approval of at least 75 % of our directors then holding office. ® The affirmative vote of the holders of at least two- thirds of
the voting power of the then outstanding shares of our capital stock entitled to vote generally in the election of directors, voting
together as a single class, is required to amend or repeal the provisions of our Charter related to the amendment of our Bylaws,
the Board of Directors and our stockholders as well as the general provisions of our Charter. ® Stockholders must follow
advance notice procedures to submit nominations of candidates for election to the Board of Directors at an annual or special
meeting of our stockholders, including director election contests subject to the SEC’ s universal proxy rules, and must follow
advance notice procedures to submit other proposals for business to be brought before an annual meeting of our stockholders. ®
Unless we consent in writing to an alternative forum, the Court of Chancery of the State of Delaware, (or, if the Court of
Chancery of the State of Delaware does not have subject matter jurisdiction, a state court located within the State of Delaware
or, if no state court located within the State of Delaware has subject matter jurisdiction, the federal district court for the District
of Delaware), will be the exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action
asserting a claim of breach of a fiduciary duty owed by any director, officer or other employee to us or our stockholders, (iii)
any action asserting a claim arising under any provision of the General Corporation Law of the State of Delaware (“ DGCL ”),
our Charter or our Bylaws, or (iv) any action asserting a claim governed by the internal- affairs doctrine; provided, however,
that unless we consent in writing to an alternative forum, the federal district courts of the United States of America shall be, to
the fullest extent permitted by applicable law, the exclusive forum for the resolution of any complaint asserting a cause of action
arising under the Securities Act of 1933, as amended. ® The Investor Rights Agreement includes director nomination rights,
which provide that so long as the Ownership Threshold (as defined in the Investor Rights Agreement) is met, Royalty
Opportunities and ROS are entitled to nominate such individuals to the Board of Directors constituting a majority of the
directors. In addition, under the Investor Rights Agreement, so long as the Ownership Threshold is met, certain matters require
the approval of Royalty Opportunities and ROS to proceed with such a transaction, including without limitation, the sale,
transfer or other disposition of our assets or businesses or our subsidiaries with a value in excess of $ 250, 000 in the aggregate
during any fiscal year (other than sales of inventory or supplies in the ordinary course of business, sales of obsolete assets
(excludlng real estate) sale 1easeback transactlons and accounts recelvable factormg transactlons) 0—'Phe—]:etter—Ag1=eemeat

; ctobe potr-writtenrnotie stanakts S- These antl takeover provisions could
substantlally impede the ab111ty of our stockholders to benefit from a change in control and, as a result, could materially
adversely affect the market price of our common stock and the ability of our stockholders to realize any potential change- in-
control premium. Our Board of Directors is authorized to issue and designate shares of our preferred stock without stockholder
approval. Our Charter authorizes our Board of Directors, without the approval of our stockholders, to issue up to 10 million
shares of our preferred stock, subject to limitations prescribed by applicable law, rules and regulations and the provisions of our
Charter, as shares of preferred stock in series, to establish from time to time the number of shares to be included in each such
series and to fix the designation, powers, preferences and rights of the shares of each such series and the qualifications,
limitations or restrictions thereof. The powers, preferences and rights of these series of preferred stock may be senior to or on
parity with our common stock, which may reduce its value. Our Charter designates the Court of Chancery of the State of
Delaware as the exclusive forum for certain litigation that may be initiated by our stockholders, which could limit the ability of
our stockholders to obtain a favorable judicial forum for disputes with us. Our Charter provides that, unless we consent in
writing to an alternative forum, the Court of Chancery of the State of Delaware, (or, if the Court of Chancery of the State of
Delaware does not have subject matter jurisdiction, a state court located within the State of Delaware or, if no state court located
within the State of Delaware has subject matter jurisdiction, the federal district court for the District of Delaware), will be the
exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a
fiduciary duty owed by any director, officer or other employee to us or our stockholders, (iii) any action asserting a claim arising
under any provision of the DGCL, our Charter or our Bylaws, or (iv) any action asserting a claim governed by the internal-
affairs doctrine. Furthermore, unless we consent in writing to an alternative forum, the federal district courts of the United States
of America shall be, to the fullest extent permitted by applicable law, the exclusive forum for the resolution of any complaint
asserting a cause of action arising under the Securities Act. Any person or entity purchasing or otherwise acquiring any interest
in any security of Xtant will be deemed to have notice of and consented to these provisions. This provision may limit the ability
of our stockholders to obtain a favorable judicial forum for disputes with us. We have never paid dividends and do not expect to
do so in the foreseeable future. We have not declared or paid any cash dividends on our common stock. The payment of
dividends in the future will be dependent on our earnings and financial condition and on such other factors as our Board of
Directors considers appropriate. Unless and until we pay dividends, stockholders may not receive a return on their shares of our
common stock. There is no present intention by our Board of Directors to pay dividends on our common stock. We currently
intend to retain all of our future earnings, if any, to finance the growth and development of our business. In addition, the terms of
our Credit Agreements preclude us from paying dividends. As a result, appreciation, if any, in the market price of our common
stock will be the sole source of gain for our stockholders for the foreseeable future. General Risk Factors Worldwide
economic and market conditions, including with respect to financial institutions, and social unrest could adversely affect our
revenue, liquidity, financial condition, or results of operations. The health of the global economy, and the credit markets and the
financial services industry in particular, as well as the stability of the social fabric of our society, affects our business and
operating results. Economic slowdowns, periods of high inflation, periods of rising interest rates and recessions, as well as
disruptions in access to bank deposits or lending commitments due to bank failures, could materially and adversely affect our
revenue, liquidity, financial condition and results of operations. For example, the 2023 closures of Silicon Valley Bank,



Signature Bank and First Republic Bank and their placement into receivership with the Federal Deposit Insurance Corporation
(“ FDIC ”) created bank- specific and broader financial institution liquidity risk and concerns. Although depositors at these
institutions continued to have access to their funds, future adverse developments with respect to specific financial institutions or
the broader financial services industry may lead to market- wide liquidity shortages. The failure of any bank with which we
deposit our funds or otherwise do business could reduce the amount of cash we have available for our operations or delay our
ability to access such funds. Any such failure may increase the possibility of a sustained deterioration of financial market
liquidity, or illiquidity at clearing, cash management and / or custodial financial institutions. In the event we have a commercial
relationship with a bank that fails or is otherwise distressed, we may experience delays or other issues in meeting our financial
obligations. If other banks and financial institutions enter receivership or become insolvent in the future in response to financial
conditions affecting the banking system and financial markets, our ability to access our cash and cash equivalents and
investments may be threatened and could have a material adverse effect on our business and financial condition. Additionally,
the credit and financial markets may be adversely affected by the war between Russia and Ukraine and measures taken in
response thereto, as well as the war between Israel and Hamas and other conflicts in the Middle East . [f the credit markets are
not favorable, we may be unable to raise additional financing when needed or on favorable terms. Our customers may
experience financial difficulties or be unable to borrow money to fund their operations, which may adversely impact their ability
to purchase our products or to pay for our products on a timely basis, if at all. In addition, adverse or uncertain economic
conditions ;suehas-the-lingering-eeonomie-impaets-of- COVID—19-, supply chain disruptions, labor shortages and persistent
inflation, and measures taken in response thereto, including interest rate increases, could also adversely impact our suppliers’
ability to provide us with materials and components, which may negatively impact our business. As with our customers and
vendors, these economic conditions make it more difficult for us to accurately forecast and plan our future business activities.
Climate change, or legal, regulatory or market measures to address climate change, may materially adversely affect our financial
condition and business operations. Climate change resulting from increased concentrations of carbon dioxide and other
greenhouse gases in the atmosphere could present risks to our future operations from natural disasters and extreme weather
conditions, such as hurricanes, tornadoes, wildfires or flooding. Concern over climate change could result in new legal or
regulatory requirements designed to report, reduce or mitigate the effects of greenhouse gases, as well as more stringent
regulation of water rights. For example, in March 2024, the SEC adopted srew-climate disclosure rules, which would require
new-disclosure in certain SEC filings about material climate- related risks, activities to mitigate or adapt to such risks, board
oversight of climate- related risks and management’ s role in managing material climate- related risks, and climate- related
targets and goals. Fhe-These sew-climate disclosure rules have been the subject of multlple 1egal challenges ) the extent to
Wthh the new-rules W111 go into effect remains uncertaln 0
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states-t-whieh-we-operate-may affect the costs of comphance with such legal or regulatory requirements. In addition, public
company stockholders are increasingly sensitive to the climate change impacts and mitigation efforts of companies, are
increasingly seeking enhanced disclosure on the risks, challenges, governance implications, and financial impacts of climate
change faced by companies and are demanding that companies take a proactive approach to addressing perceived environmental
risks, including risks associated with climate change, relating to their operations . We may incur increased costs relating to the
assessment and disclosure of climate- related risks and increased litigation risks related to such disclosures, either of
which could materially and adversely affect our future results of operations and financial condition . Adverse publicity or
climate- related litigation that impacts us could have a negative impact on our business. Changes in accounting standards,
policies, or assumptions utilized in determining accounting estimates could adversely affect our financial statements, including
our operating results and financial condition. In preparing our consolidated financial statements in conformity with U. S.
generally accepted accounting principles (“ GAAP ), we must make decisions that impact our results of operations and / or
financial condition. Such decisions include the selection of the appropriate accounting principles to be applied and the
assumptions on which to base accounting estimates. In reaching such decisions, we apply judgments based on our understanding
and analysis of the relevant circumstances, historical experience, and expert valuations, as appropriate. As a result, actual
amounts could differ from those estimated at the time our consolidated financial statements are prepared. Our critical accounting
estimates are described later in this report under Part II. Item 7. Management’ s Discussion and Analysis of Financial Condition
and Results of Operations. In addition, various authoritative accounting or regulatory entities, including the Financial
Accounting Standards Board (“ FASB ), and the SEC may amend, expand, and / or eliminate the financial accounting or
reporting standards that govern the preparation of our consolidated financial statements or could reverse their previous
interpretations or positions on how various financial accounting and / or reporting standards should be applied. We disclose the
impact of accounting pronouncements that have been issued but not yet adopted within our Annual and Quarterly Reports on
Form 10- K and Form 10- Q, respectively. However, we do not provide an assessment of proposed accounting pronouncements,
as such proposals are subject to change through the exposure process and therefore, we cannot meaningfully assess their effects
on our consolidated financial statements. Future changes to accounting standards could modify the accounting policies and
procedures that are currently utilized in the preparation of our consolidated financial statements. Such changes may be difficult
to predict and implement and could materially, or otherwise, impact how we prepare and report our consolidated financial
statements, results of operations, and financial condition. The requirements of being a public company, including compliance
with the reporting requirements of the Exchange Act and the requirements of the Sarbanes- Oxley Act and the NYSE American,
may strain our resources and divert management’ s attention, and we may be unable to comply with these requirements in a




timely or cost- effective manner. As a public company, we are subject to the reporting requirements of the Exchange Act and
the corporate governance standards of the Sarbanes- Oxley Act and the NYSE American. These requirements place a strain on
our management, systems and resources and we will continue to incur significant legal, accounting, insurance and other
expenses. The Exchange Act requires us to file annual, quarterly and current reports with respect to our business and financial
condition within specified time periods and to prepare a proxy statement with respect to our annual meeting of stockholders. The
Sarbanes- Oxley Act requires that we maintain effective disclosure controls and procedures and internal controls over financial
reporting. The NYSE American requires that we comply with various continued listing requirements and corporate
governance requirements. To maintain and improve the effectiveness of our disclosure controls and procedures and internal
controls over financial reporting and comply with the Exchange Act and NYSE American requirements, significant resources
and management oversight are required. This may divert management’ s attention from other business concerns and lead to
significant costs associated with compliance, which could have a material adverse effect on us and the market price of our
common stock. Furthermore, as we grow our business both organically and through acquisitions, our disclosure controls and
procedures and internal control over financial reporting will become more complex, and we may require significantly more
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also make it more dlfﬁcult or costly for us to obtain Certaln types of insurance, including director and officer liability insurance,
and we may be forced to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or
similar coverage. These laws and regulations could also make it more difficult for us to attract and retain qualified persons to
serve on our Board of Directors or its committees or as our executive officers. Advocacy efforts by stockholders and third
parties may also prompt even more changes in governance and reporting requirements. We cannot predict or estimate the
amount of additional costs we may incur or the timing of these costs. Furthermore, if we are unable to satisfy our obligations as
a public company, we could be subject to delisting of our common stock, fines, sanctions and other regulatory action and
potentially civil litigation. Scrutiny and evolving expectations from customers, regulators, investors, and other stakeholders with
respect to our environmental, social and governance practices may impose additional costs on us or expose us to new or
additional risks. Public companies are facing scrutiny from customers, regulators, investors, and other stakeholders related to
their environmental, social and governance (“ ESG ”) practices and disclosure. Investor advocacy groups, investment funds and
influential investors are also focused on these practices, especially as they relate to the environment, climate change, health and
safety, supply chain management, diversity, labor conditions and human rights, both in our own operations and in our supply
chain. Increased ESG- related compliance costs could result in material increases to our overall operational costs. Our ESG
practices may not meet the standards of all of our stakeholders and advocacy groups may campaign for further changes.
Additionally, different stakeholder groups have divergent views on ESG matters, which increases the risk that any action
or lack thereof with respect to ESG matters may be perceived negatively by at least some stakeholders and adversely
impact our reputation and business. Anti- ESG sentiment has gained some momentum across the United States, with
several states having enacted or proposed “ anti- ESG ” policies or legislation, or issued related legal opinions. The
federal government has similarly taken action to curtail ESG initiatives. A failure, or perceived failure, to adapt to or
comply with regulatory requirements or to respond to investor or stakeholder expectations and standards could negatively
impact our business and reputation and have a negative impact on the trading price of our common stock. Item 1B. Unresolved
Staff Comments



