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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
SEASPINE HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except per share data)

Three Months Ended June 30,
2020

Total revenue, net

$

Six Months Ended June 30,

2019

28,589

$

2020

39,306

$

2019

64,700

$

75,456

Cost of goods sold

11,659

14,317

25,471

27,896

Gross profit

16,930

24,989

39,229

47,560

17,013

19,896

37,489

38,870

General and administrative

8,845

7,712

17,399

16,046

Research and development

3,974

3,587

7,869

7,099

792

793

1,584

1,585

—

4,993

1,325

4,993

30,624

36,981

65,666

68,593

(13,694)

(11,992)

(26,437)

(21,033)

Operating expenses:
Selling and marketing

Intangible amortization
Impairment of intangible assets
Total operating expenses
Operating loss
Other income (expense), net

14

Loss before income taxes

(25)

(13,680)

Provision for income taxes

241

(12,017)

33

48

(26,196)

19

(20,985)

68

40

Net loss

$

(13,713)

$

(12,036)

$

(26,264)

$

(21,025)

Net loss per share, basic and diluted

$

(0.50)

$

(0.64)

$

(0.98)

$

(1.11)

27,279

Weighted average shares used to compute basic and diluted net loss per share

18,917

The accompanying notes are an integral part of these condensed consolidated financial statements.
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26,852

18,894

SEASPINE HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited)
(In thousands)
Three Months Ended June 30,
2020

Net loss

$

Six Months Ended June 30,

2019

(13,713)

$

2020

(12,036)

$

2019

(26,264)

$

(21,025)

Other comprehensive (loss) income
Foreign currency translation adjustments

142

Unrealized (loss) gain on investments

(89)

Comprehensive loss

$

(13,660)

108
3
$

(11,925)

$

(61)
14

(26,185)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(22)
101
$

(21,072)

SEASPINE HOLDINGS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except par value data)
June 30, 2020

December 31, 2019

ASSETS
Current assets:
Cash and cash equivalents

$

75,346

$

20,199

Short-term investments

25,116

—

Trade accounts receivable, net of allowances of $394 and $111

20,836

24,902

Inventories, net

50,630

47,155

Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Right of use assets
Intangible assets, net
Other assets

1,480

3,906

173,408

96,162

27,592

25,751

8,363

—

15,728

19,173

578
$

Total assets

632

225,669

$

6,173

$

141,718

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Short-term debt

$

—

Accounts payable, trade

11,295

7,448

Accrued compensation

6,008

7,879

Accrued commissions

6,363

7,843

Contingent consideration liabilities

2,011

1,864

Short-term lease liability

2,110

—

Other accrued expenses and current liabilities
Total current liabilities
Long-term lease liability

4,364

5,444

38,324

30,478

7,551

—

Other liabilities

95

1,480

Total liabilities

45,970

31,958

—

—

274

191

380,252

284,211

1,513

1,434

Commitments and contingencies
Stockholders' equity:
Preferred stock, $0.01 par value; 15,000 authorized; no shares issued and outstanding at June 30, 2020 and
December 31, 2019
Common stock, $0.01 par value; 60,000 authorized; 27,399 and 19,124 shares issued and outstanding at June 30,
2020 and December 31, 2019, respectively
Additional paid-in capital
Accumulated other comprehensive income
Accumulated deficit

(202,340)

Total stockholders' equity

179,699
$

Total liabilities and stockholders' equity

225,669

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(176,076)
109,760
$

141,718

SEASPINE HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)
Six Months Ended June 30,
2020

2019

OPERATING ACTIVITIES:
Net loss

$

(26,264)

$

(21,025)

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

5,216

Instrument replacement expense
Impairment of intangible assets
Impairment of spinal instruments

5,456

930

986

1,325

4,993

210

30

Provision for excess and obsolete inventories

2,976

1,329

Stock-based compensation

4,752

3,917

Loss/(gain) from change in fair value of contingent consideration liabilities
Other

84

(506)

(25)

52

Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current assets

4,048

(2,787)

(5,587)

(4,716)

2,417

Other non-current assets

682

(10)

Accounts payable

(2)

1,820

Accrued commissions

(1,487)

Other accrued expenses and current liabilities

(2,339)

Other non-current liabilities

1,871
754
(2,897)

(15)

Net cash used in operating activities

100

(11,949)

(11,763)

(4,463)

(4,900)

INVESTING ACTIVITIES:
Purchases of property and equipment
Additions to technology assets

(850)

Purchases of short-term investments

—

(25,007)

Maturities of short-term investments

—

—

Net cash (used in) provided by investing activities

15,000

(30,320)

10,100

FINANCING ACTIVITIES:
Proceeds from Paycheck Protection Program Loan

7,173

—

Repayments of Paycheck Protection Program Loan

(1,000)

—

Proceeds from issuance of common stock- employee stock purchase plan

698

671

Proceeds from exercise of stock options

948

219

Proceeds from issuance of common stock, net of offering costs

91,622

—

Repurchases of common stock for income tax withheld upon vesting of restricted stock awards and restricted
stock units

(1,898)

(1,908)

(72)

(56)

Payment of contingent consideration liabilities in connection with acquisition of
business
Net cash provided by (used in) financing activities

97,471

Effect of exchange rate changes on cash and cash equivalents

(1,074)

(55)

Net change in cash and cash equivalents

(33)

55,147

Cash and cash equivalents at beginning of period

(2,770)

20,199

Cash and cash equivalents at end of period

24,233

$

75,346

$

21,463

Interest paid

$

78

$

76

Income taxes paid

$

105

$

88

$

3,167

$

3,604

Supplemental cash flow information:

Non-cash investing activities:
Property and equipment in liabilities

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SEASPINE HOLDINGS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
(In thousands)
Common Stock
Number of
Shares

Balance December 31, 2019

Amount

19,124

$

191

Additional

Accumulated Other

Paid-In

Comprehensive

Capital

$

284,211

Total
Accumulated

Income

$

Stockholders'

Deficit

1,434

$

Equity

(176,076)

$

Net loss

—

—

—

Foreign currency translation adjustment

—

—

—

(164)

—

(164)
190

Unrealized gain on short-term investments

(12,551)

109,760
(12,551)

—

—

—

190

—

213

2

—

—

—

2

7,820

78

91,544

—

—

91,622

Issuance of common stock - exercise of stock options

80

1

901

—

—

902

Repurchases of common stock for income tax withheld upon
vesting of restricted stock awards and restricted stock units

—

—

—

—

Restricted stock issued
Issuance of common stock - public offering

Stock-based compensation

(1,855)

(1,855)

—

—

1,983

—

27,237

272

376,784

1,460

Net loss

—

—

—

Foreign currency translation adjustment

—

—

—

142

—

142

Unrealized loss on short-term investments

—

—

—

(89)

—

(89)

Restricted stock issued

79

1

(1)

—

—

—

Issuance of common stock under employee stock purchase plan

78

1

697

—

—

698

5

—

46

—

—

46

—

—

(43)

—

—

(43)

Balance March 31, 2020

Issuance of common stock- exercise of stock options
Repurchases of common stock for income tax withheld upon
vesting of restricted stock awards and restricted stock units
Stock-based compensation
Balance June 30, 2020

—

—

27,399

$

8

274

2,769
$

380,252

—

—
$

1,513

1,983

(188,627)

189,889

(13,713)

(13,713)

—
$

(202,340)

2,769
$

179,699

Common Stock
Number of
Shares

Balance December 31, 2018

Amount

18,669

$

Additional

Accumulated Other

Paid-In

Comprehensive

Capital

187

$ 277,096

Total
Accumulated

Income

$

Stockholders'

Deficit

1,602

$

Equity

(136,800)

142,085

Net loss

—

—

—

—

Foreign currency translation adjustment

—

—

—

(169)

—

(169)

Unrealized gain on short-term investments

(8,989)

$

(8,989)

—

—

—

11

—

11

216

2

—

—

—

2

Issuance of common stock- exercise of stock options

11

—

143

—

—

143

Repurchases of common stock for income tax withheld upon vesting
of restricted stock awards and restricted stock units

—

—

—

—

Restricted stock issued

Stock-based compensation

(1,851)

—

—

1,947

—

18,896

189

277,335

1,444

(145,789)

133,179

Net loss

—

—

—

—

(12,036)

(12,036)

Foreign currency translation adjustment

—

—

—

108

—

108

Unrealized gain on short-term investments

—

—

—

3

—

3

Restricted stock issued

71

1

—

—

—

1

Issuance of common stock under employee stock purchase plan

64

1

670

—

—

671

5

—

76

—

—

76

Repurchases of common stock for income tax withheld upon vesting
of restricted stock awards and restricted stock units

—

—

(57)

—

—

Stock-based compensation

—

—

1,970

—

—

19,036

191

279,994

1,555

Balance March 31, 2019

Issuance of common stock- exercise of stock options

Balance June 30, 2019

The accompanying notes are an integral part of these condensed consolidated financial statements.
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—

(1,851)

(157,825)

1,947

(57)
1,970
123,915

SEASPINE HOLDINGS CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. BUSINESS AND BASIS OF PRESENTATION
Business
SeaSpine Holdings Corporation was incorporated in Delaware on February 12, 2015 in connection with the spin-off of the orthobiologics and spinal
implant business of Integra LifeSciences Holdings Corporation, a diversified medical technology company. The spin-off occurred on July 1, 2015. Unless
the context indicates otherwise, (i) references to "SeaSpine" or the "Company" refer to SeaSpine Holdings Corporation and its wholly-owned subsidiaries,
and (ii) references to "Integra" refer to Integra LifeSciences Holdings Corporation and its subsidiaries other than SeaSpine.
SeaSpine is a global medical technology company focused on the design, development and commercialization of surgical solutions for the treatment of
patients suffering from spinal disorders. SeaSpine has a comprehensive portfolio of orthobiologics and spinal implant solutions to meet the varying
combinations of products that neurosurgeons and orthopedic spine surgeons need to perform fusion procedures in the lumbar, thoracic and cervical spine.
The Company believes this broad combined portfolio of orthobiologics and spinal implant products is essential to meet the “complete solution”
requirements of such surgeons.
Basis of Presentation and Principles of Consolidation
The Company prepared the unaudited interim condensed consolidated financial statements included in this report in accordance with accounting principles
generally accepted in the U.S. (GAAP) for interim financial information and the rules and regulations of the Securities and Exchange Commission (SEC)
related to quarterly reports on Form 10-Q.
The Company’s financial statements are presented on a consolidated basis. The consolidated financial statements include the accounts of the Company and
its wholly-owned subsidiaries. Intercompany accounts and transactions have been eliminated in consolidation. The unaudited interim condensed
consolidated financial statements do not include all information and disclosures required by GAAP for annual audited financial statements and should be
read with the Company’s consolidated financial statements and notes thereto for the year ended December 31, 2019 included in the Company’s Annual
Report on Form 10-K filed with the SEC. In the opinion of management, the unaudited interim condensed consolidated financial statements included in this
report have been prepared on the same basis as the Company's audited consolidated financial statements and include all adjustments (consisting only of
normal recurring adjustments) necessary for a fair statement of the financial position, results of operations, cash flows, and statement of equity for periods
presented. The results for the three and six months ended June 30, 2020 are not necessarily indicative of the results expected for the full year. In addition,
the full extent to which the COVID-19 pandemic will directly or indirectly impact our business, results of operations and financial condition, including
revenues, expenses, manufacturing, research and development costs and employee-related compensation, will depend on future developments that are
highly uncertain and cannot be predicted. See Note 2. Summary of Significant Accounting Policies-Use of Estimates, below. The condensed consolidated
balance sheet as of December 31, 2019 was derived from the audited consolidated balance sheet for the year ended December 31, 2019. Certain prior year
amounts have been reclassified for consistency with the current year presentation. These reclassifications had no effect on the reported results of
operations.
Under current SEC rules, generally, a company qualifies as a "smaller reporting company" if it has a public float of less than $250 million as of the last
business day of its most recently completed second fiscal quarter. If a company qualifies as a smaller reporting company on that date, it may elect to reflect
that determination and use the smaller reporting company scaled disclosure accommodations in its subsequent SEC filings until the beginning of the first
quarter of the fiscal year following the date it determines it does not qualify as a smaller reporting company. The Company's public float as of June 30,
2020, the last business day of its most recent second fiscal quarter, was less than $250 million, and as such, the Company qualifies as a smaller reporting
company, elected to reflect that determination and intends to use certain of the scaled disclosure accommodations in its SEC filings made during and for
each of the years ended December 31, 2020 and 2021.
Concentration of Risk
Integra and PcoMed, LLC (PcoMed) entered into a supply agreement in May 2013 (the Supply Agreement), which was subsequently assigned to the
Company by Integra in May 2015. For the six months ending June 30, 2020, the sales of products incorporating the NanoMetalene® technology licensed
and supplied to the Company pursuant to the Supply Agreement exceeded 10% of the Company's revenue.
10

SEASPINE HOLDINGS CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Pursuant to the Supply Agreement, PcoMed granted the Company a worldwide exclusive license to sell certain of its products treated with certain
proprietary PcoMed technology (Treatment) for use in the spinal interbody and intervertebral market (Treated Products). PcoMed serves as the sole
supplier of the Treatment. As consideration for the license and the Treatment, the Company paid to PcoMed initial milestone payments prior to the initial
sale and the Company will pay PcoMed a low single digit royalty on the Company’s net sales of all Treated Products. In the event the Company fails to
meet any of its payment obligations, the license will, at PcoMed’s option and following a cure period, convert to a non-exclusive license. The Supply
Agreement contains customary representations and termination provisions, including for material breach and bankruptcy. Each of the Company and
PcoMed retain the rights to their respective intellectual property.
The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of cash. Cash balances are maintained primarily at
major financial institutions in the United States and exceed the regulatory limit of $250,000 insured by the Federal Deposit Insurance Corporation (FDIC).
The Company has not experienced any credit losses associated with its cash balances.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates
Preparing consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent liabilities, and the reported amounts of revenues and expenses. Significant estimates affecting
amounts reported or disclosed in the consolidated financial statements include allowances for doubtful accounts receivable and sales returns and other
credits, net realizable value of inventories, discount rates and estimated projected cash flows used to value and test impairments of identifiable intangible
and long-lived assets, assumptions related to the timing and probability of product launch dates, discount rates matched to the estimated timing of
payments, probability of success rates and discount adjustments on the related cash flows for contingent considerations in business combinations,
depreciation and amortization periods for identifiable intangible and long-lived assets, computation of taxes, valuation allowances recorded against
deferred tax assets, the valuation of stock-based compensation and loss contingencies. These estimates are based on historical experience and on various
other assumptions believed to be reasonable under the current circumstances. Actual results could differ from these estimates.
The full extent to which the COVID-19 pandemic will directly or indirectly impact our business, results of operations and financial condition, including
revenues, expenses, manufacturing, research and development costs and employee-related compensation, will depend on future developments that are
highly uncertain, including as a result of new information that may emerge concerning COVID-19 and the actions taken to contain it or treat COVID-19, as
well as the economic impact on local, regional, national and international customers and markets. We have made estimates of the impact of COVID-19
within our financial statements and there may be changes to those estimates in future periods. Actual results may differ from these estimates.
Recent Accounting Standards Not Yet Adopted
The Company qualifies as an “emerging growth company” (EGC) under the Jumpstart Our Business Startups (JOBS) Act and elected to take advantage of
the extended transition period provided in Section 7(a)(2)(B) of the Securities Act of 1933, as amended, which permits EGCs to defer compliance with new
or revised accounting standards until non-issuers must comply with such standards. Accordingly, so long as the Company continues to qualify as an EGC,
the Company will not have to adopt or comply with new or revised accounting standards until non-issuers must adopt or comply with such standards. The
Company will no longer qualify as an EGC on December 31, 2020, the last day of the fiscal year following the fifth year after its spin-off from Integra.
In June 2016, the FASB issued Accounting Standards Update (ASU or Update) No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments, which requires credit losses on most financial assets measured at amortized cost, including trade
receivables, and certain other instruments to be measured using an expected credit loss model, referred to as the current expected credit loss model. Under
this model, entities will estimate credit losses over the entire contractual term of the instrument. The new standard will be effective for the Company
beginning January 1, 2023. The FASB subsequently issued other related ASUs that amend ASU 2016-13 to provide clarification and additional guidance.
The Company is evaluating the impact of this standard on its consolidated financial statements.
In August 2018, the FASB issued Update No. 2018-15, Intangibles-Goodwill and Other-Internal Use Software (Subtopic 350-40). The amendments in this
Update align the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for
capitalizing implementation costs incurred to develop or obtain internal-use software (and hosting arrangements that include an internal-use software
license). The new standard will be
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SEASPINE HOLDINGS CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
effective for the Company beginning on January 1, 2021. Early adoption is permitted. The Company is evaluating the impact of this standard on its
consolidated financial statements.
In April 2019, the FASB issued Update No. 2019-04, Codification Improvements to Topic 326, Financial Instruments-Credit Losses, Topic 815, Derivatives
and Hedging, and Topic 825, Financial Instruments. This Update includes several amendments to the FASB Accounting Standards Codification
(Codification) intended to clarify, improve, or correct errors therein. Some amendments do not require transition guidance and are effective upon issuance.
The amendments requiring transition guidance have the same effective dates as Update No. 2016-13 and will be effective for the Company beginning on
January 1, 2023. The Company is evaluating the impact of this standard on its consolidated financial statements.
Recently Adopted Accounting Standards
In February 2016, the FASB issued Update No. 2016-02, Leases (Topic 842). The new standard requires lessees to recognize lease liabilities and
corresponding right-of-use assets for all leases with lease terms of greater than twelve months. It also changes the definition of a lease and expands the
disclosure requirements of lease arrangements. The new standard must be adopted using the modified retrospective approach. In July 2018, the FASB
issued Update No. 2018-10, Codification Improvements to Topic 842 (Leases) and Update No. 2018-11, Leases (Topic 842): Targeted Improvements. In
March 2019, the FASB issued Update No. 2019-01, Leases (Topic 842): Codification Improvements. In November 2019, the FASB issued Update No.
2019-10, Financial Instruments - Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842): Effective Dates, which modifies
the effective dates for Topic 842. The amendments in ASU 2018-10, ASU 2018-11, ASU 2019-01, and ASU 2019-10 provide additional clarification and
implementation guidance on certain aspects of Topic 842 and have the same effective date and transition requirements as ASU 2019-10. The Company
early adopted the new standard beginning on January 1, 2020. The Company adopted the new standard electing the optional transition method that allows
for a cumulative-effect adjustment in the period of adoption and did not restate prior periods. The Company applied the transition package of practical
expedients allowed by the standard. As a result of the Company’s adoption of the new standard, the Company recorded right-of-use assets and lease
liabilities of $9.1 million and $10.5 million, respectively, for existing operating leases in the consolidated balance sheets at January 1, 2020. Additionally,
the Company reversed $1.4 million of deferred rent liabilities previously recorded under the previous accounting guidance. The adoption of this new
standard had no material impact on its consolidated results of operations or cash flows.
In June 2018, the FASB issued Update No. 2018-07, Compensation-Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based Payment
Accounting. This Update requires an entity to apply the requirements of Topic 718 to nonemployee awards except for specific guidance on inputs to an
option pricing model and the attribution of cost (that is, the period of time over which share-based payment awards vest and the pattern of cost recognition
over that period). The amendments specify that Topic 718 applies to all share-based payment transactions in which a grantor acquires goods or services to
be used or consumed in a grantor’s own operations by issuing share-based payment awards. The amendments also clarify that Topic 718 does not apply to
share-based payments used to effectively provide (1) financing to the issuer or (2) awards granted in conjunction with selling goods or services to
customers as part of a contract accounted for under Topic 606. The new standard was effective for the Company beginning on January 1, 2020. The
adoption of this new standard had no material impact on its consolidated financial statements.
In August 2018, the FASB issued Update No. 2018-13, Fair Value Measurement (Topic 820)-Disclosure Framework-Changes to the Disclosure
Requirements for Fair Value Measurement. The amendments in this Update modify the disclosure requirements on fair value measurements in Topic 820
based on the concepts in the Concepts Statement including the consideration of costs and benefits. The new standard was effective for the Company
beginning on January 1, 2020. The adoption of this new standard had no material impact on its consolidated financial statements.
In March 2020, the FASB issued Update No. 2020-04, Reference Rate Reform (Topic 848), Facilitation of the Effects of Reference Rate Reform on
Financial Reporting. The amendments in this Update apply only to contracts, hedging relationships, and other transactions that reference LIBOR, or
another reference rate expected to be discontinued, due to the reference rate reform. The new standard was effective for the Company beginning March 12,
2020. The adoption of this new standard had no material impact on its consolidated financial statements.
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Net Loss Per Share
Basic and diluted net loss per share was calculated using the weighted-average number of shares of common stock outstanding during the period. The
weighted average number of shares used to compute diluted net loss per share excludes any assumed exercise of stock options, any assumed issuance of
common stock under restricted stock awards or units, and any assumed issuances under the Company's employee stock purchase plan, because the effect, in
each case, would be antidilutive. Common stock equivalents of 4.3 million and 3.7 million shares for the six months ended June 30, 2020 and 2019,
respectively, were excluded from the calculation because of their antidilutive effect.
3. DEBT AND INTEREST
Credit Agreement
In December 2015, the Company entered into a three-year credit facility with Wells Fargo Bank, National Association, which was amended in October
2016 and in July 2018 (the Credit Facility). The Credit Facility provides an asset-backed revolving line of credit of up to $30.0 million with a maturity date
of July 27, 2021, which is subject to a one-time, one-year extension at the Company's election. In addition, under the Credit Facility, at any time through
July 27, 2020, the Company may increase the $30.0 million borrowing limit by up to an additional $10.0 million, subject to the Company having sufficient
amounts of eligible accounts receivable and inventory and to customary conditions precedent, including obtaining the commitment of lenders to provide
such additional amount. On July 30, 2020, the Company and Wells Fargo entered into an amendment to the Credit Facility to extend the date through which
the Company may elect to increase the borrowing limit under the Credit Facility from July 27, 2020 to July 27, 2021. In connection with entering into the
Credit Facility, the Company was required to become a guarantor and to provide a security interest in substantially all its assets for the benefit of the
counterparty.
There were no amounts outstanding under the Credit Facility at June 30, 2020 or December 31, 2019. At June 30, 2020, the Company had $20.0 million of
current borrowing capacity under the Credit Facility before the requirement to maintain the minimum fixed charge coverage ratio as discussed below. Debt
issuance costs and legal fees related to the Credit Facility totaling $0.6 million were recorded as a deferred asset and are being amortized ratably over the
term of the arrangement.
Borrowings under the Credit Facility accrue interest at the rate then applicable to base rate loans (as customarily defined), unless and until converted into
LIBOR rate loans (as customarily defined) in accordance with the Credit Facility. Borrowings bear interest at a floating annual rate equal to (a) during any
month for which the Company's average excess availability (as customarily defined) is greater than $20.0 million, (i) base rate plus 1.25 percentage points
for base rate loans and (ii) LIBOR rate plus 2.25 percentage points for LIBOR rate loans, (b) during any month for which the Company's average excess
availability is greater than $10.0 million but less than or equal to $20.0 million, (i) base rate plus 1.50 percentage points for base rate loans and (ii) LIBOR
rate plus 2.50 percentage points for LIBOR rate loans and (c) during any month for which the Company's average excess availability is less than or equal to
$10.0 million, (i) base rate plus 1.75 percentage points for base rate loans and (ii) LIBOR rate plus 2.75 percentage points for LIBOR rate loans. The
Company also pays an unused line fee based on the average amount borrowed under the Credit Facility for the most recently completed month. If such
average amount is 25% or greater of the maximum borrowing capacity, the unused fee will be equal to 0.375% per annum of the amount unused under the
Credit Facility, and if such average amount is less than 25%, the unused line fee will be equal to 0.50% per annum of the amount unused under the Credit
Facility. The unused line fee is due on the first day of each month.
The Credit Facility contains various customary affirmative and negative covenants, including prohibiting the Company from incurring indebtedness
without the lender’s consent. The Credit Facility also includes a financial covenant that requires the Company to maintain a minimum fixed charge
coverage ratio of 1.10 to 1.00 for the applicable measurement period, if the Company's Total Liquidity (as defined in the Credit Facility) is less than $5.0
million. The Company was in compliance with all applicable covenants at June 30, 2020.
The Credit Facility also includes customary events of default, including events of default relating to non-payment of amounts due under the Credit Facility,
material inaccuracy of representations and warranties, violation of covenants, bankruptcy and insolvency, failure to comply with health care laws, violation
of certain of the Company’s existing agreements, and the occurrence of a change of control. Under the Credit Facility, if an event of default occurs, the
lender will have the right to terminate the commitments and accelerate the maturity of any loans outstanding.
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Paycheck Protection Program
In April 2020, due to the economic uncertainty resulting from the impact of the COVID-19 pandemic on the Company's operations and to support its
ongoing operations and retain all employees, the Company applied for a loan under the Paycheck Protection Program (PPP) of the Coronavirus Aid, Relief,
and Economic Security Act (CARES Act). The Company received a loan in the original principal amount of $7.2 million. The Company subsequently
repaid $1.0 million of the loan. Under the terms of the PPP, subject to specified limitations, the loan may be forgiven if the proceeds are used in accordance
with the CARES Act. The Company intends to use the loan proceeds for purposes consistent with the terms of the PPP and intends to apply for forgiveness
of the entire loan; however, no assurance is provided that the Company will obtain forgiveness of the loan in whole or in part. Any unforgiven portion of
the loan is payable over two years at an interest rate of 1%, with a deferral of payments for the first six months.
4. INVESTMENTS
The amortized cost, estimated fair value and gross unrealized gains and losses on investments are shown in the table below:
June 30, 2020
Gross Unrealized
Amortized Cost

Gains

(Losses)

Fair Value

(In thousands)

U.S. Treasury Bills

$

25,015

$

101

$

—

$

25,116

There were no realized gains or losses during the three and six months ended June 30, 2020. As of December 31, 2019, there were no short-term
investments.
5. INVENTORIES
Inventories consisted of:
June 30, 2020

December 31, 2019
(In thousands)

Finished goods

$

Work in process

35,412

$

8,364

Raw materials

10,847

6,854
$

50,630

30,042
6,266

$

47,155

6. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at historical cost less accumulated depreciation and amortization and any impairment charges. The Company
provides for depreciation using the straight-line method over the estimated useful lives of the assets. Leasehold improvements are amortized over the lesser
of the lease term or the useful life. The cost of major additions and improvements is capitalized, while maintenance and repair costs that do not improve or
extend the lives of the respective assets are charged to operations as incurred. The cost of computer software obtained for internal use is accounted for in
accordance with the Codification 350-40, Internal-Use Software.
The cost of purchased spinal instruments which the Company consigns to hospitals and independent sales agents to support surgeries is initially capitalized
as construction in progress. The amount is either then reclassified to spinal instruments and sets, and depreciation is initiated when instruments are put
together in a newly built set with spinal implants, or directly expensed for the instruments used to replace damaged instruments in an existing set. The
depreciation expense and direct expense for replacement instruments are recorded in selling and marketing expense.
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Property, plant and equipment balances and corresponding useful lives were as follows:
June 30, 2020

December 31, 2019

Useful Lives

(In thousands)

Leasehold improvements

$

Machinery and production equipment
Spinal instruments and sets

5,956

$

5,878

Shorter of lease term or useful life

9,038

8,562

3

-

10

years

29,303

25,511

4

-

5

years

Information systems and hardware

7,778

7,442

3

-

7

years

Furniture and fixtures

1,456

1,412

3

-

5

years

Construction in progress
Total
Less accumulated depreciation and amortization
Property, plant and equipment, net

$

9,941

9,716

63,472

58,521

(35,880)

(32,770)

27,592

$

25,751

Depreciation and amortization expenses totaled $1.6 million and $1.2 million for the three months ended June 30, 2020 and 2019, respectively, and $3.1
million and $2.3 million for the six months ended June 30, 2020 and 2019, respectively. The cost of purchased instruments used to replace damaged
instruments in existing sets and recorded directly to instrument replacement expense totaled $0.6 million and $0.4 million for the three months ended
June 30, 2020 and 2019, respectively, and $0.9 million and $1.0 million for the six months ended June 30, 2020 and 2019, respectively.
For the six months ended June 30, 2020, the Company recorded impairment charges to selling and marketing expense totaling $0.2 million against spinal
instruments that are no longer expected to be placed into service. Impairment charges against spinal instruments recorded for the three months ended June
30, 2020 and the three and six months ended June 30, 2019 were immaterial.
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7. IDENTIFIABLE INTANGIBLE ASSETS
Identifiable intangible assets are initially recorded at fair value at the time of acquisition, generally using an income or cost approach. The Company
capitalizes costs incurred to renew or extend the term of recognized intangible assets and amortizes those costs over their expected useful lives.
Primarily as a result of an expected shift in future product revenue mix more toward a parallel expanding interbody device designed based on the
Company’s internally developed technology and, in turn, lower future revenue anticipated for the lordotic expanding implant based on technology the
Company acquired from N.L.T. Spine Ltd. (NLT) and NLT Spine, Inc., a wholly owned subsidiary of NLT, the Company's estimated future net sales
associated with those NLT Spine product technologies decreased. Accordingly, the Company evaluated the ongoing value of the product technology
intangible assets associated with the acquisition of these assets. Based on this evaluation, the Company determined that intangible assets with a carrying
amount of $1.6 million were no longer recoverable and were impaired, and the Company wrote those intangible assets down to their estimated fair value of
$0.3 million at March 31, 2020. Significant estimates used in determining the estimated fair value include measurements estimating cash flows and
determining the appropriate discount rate, which are considered Level 3 inputs under Codification 820.
The components of the Company’s identifiable intangible assets were:
June 30, 2020
Weighted
Average
Life

Accumulated
Amortization

Cost

Net

(Dollars in thousands)

Product technology

12 years

Customer relationships

12 years

Trademarks/brand names

$

32,641

—
$

$

(29,255)

$

3,386

56,830

(44,488)

12,342

300

(300)

—

89,771

$

(74,043)

$

15,728

December 31, 2019
Weighted
Average
Life

Accumulated
Amortization

Cost

Net

(Dollars in thousands)

Product technology

12 years

Customer relationships

12 years

Trademarks/brand names

$

—
$

34,158

$

(28,912)

56,830

(42,903)

300

(300)

91,288

$

(72,115)

$

5,246
13,927
—

$

19,173

Annual amortization expense (including amounts reported in cost of goods sold) is expected to be approximately $4.2 million in 2020, $4.1 million in
2021, $4.0 million in 2022, $3.4 million in 2023, and $1.5 million in 2024. For the three months ended June 30, 2020 and 2019, amortization expense
totaled $1.0 million and $1.5 million, respectively, and included $0.2 million and $0.7 million, respectively, of amortization of product technology
intangible assets that is presented within cost of goods sold. Amortization expense totaled $2.1 million and $3.1 million for the six months ended June 30,
2020 and 2019, respectively, and included $0.5 million and $1.5 million, respectively, of amortization of product technology intangible assets that is
presented within cost of goods sold.
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8. FAIR VALUE MEASUREMENTS
The fair values of the Company’s assets and liabilities, including contingent consideration liabilities, are measured at fair value on a recurring basis, and are
determined under the fair value categories as follows (in thousands):
Quoted Price in
Active Market (Level
1)

Total

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable Inputs
(Level 3)

June 30, 2020:
Short-term investments
Contingent consideration liabilities- current

$

25,116

$

25,116

$

—

$

—

$

2,011

$

—

$

—

$

2,011

$

2,106

$

2,106

Contingent consideration liabilities- non-current
Total contingent consideration

95

—
$

—

—
$

Quoted Price in
Active Market (Level
1)

Total

—

Significant Other
Observable Inputs
(Level 2)

95

Significant
Unobservable Inputs
(Level 3)

December 31, 2019:
Short-term investments
Contingent consideration liabilities- current

$

—

$

—

$

—

$

—

$

1,864

$

—

$

—

$

1,864

$

2,094

$

2,094

Contingent consideration liabilities- non-current
Total contingent consideration

230

—
$

—

—
$

—

230

Short-term investments are classified with Level 1 of the fair value hierarchy because they use quoted market prices in active markets for identical assets.
Under the terms of the 2016 asset purchase agreement between the Company and NLT, the Company is obligated to pay up to a maximum $5.0 million in
milestone payments to NLT, payable at the Company's election in cash or in shares of its common stock. Such milestone payments are contingent on the
Company's achievement of four independent events related to the commercialization of the product technologies the Company acquired in the transaction.
The Company achieved one of the milestones during the three months ended June 30, 2020 and elected to pay the milestone payment at a value of $1.0
million in shares in July 2020. Additionally, the Company must pay royalty payments, in cash, to NLT equal to declining (over time) percentages of the
Company’s future net sales of certain of the acquired product technologies not to exceed $43.0 million in the aggregate. The Company has the option to
terminate any future obligation to make royalty payments by making a one-time cash payment to NLT of $18.0 million.
Contingent consideration liabilities are classified within Level 3 of the fair value hierarchy because they use significant unobservable inputs. For those
liabilities, fair value is determined using a probability-weighted discounted cash flow model and significant inputs which are not observable in the market.
The significant inputs include assumptions related to the timing and probability of the product launch dates, estimated future sales of the products,
estimated commission rates, discount rates matched to the timing of payments, and probability of success rates.
The following table sets forth the changes in the estimated fair value of the Company’s liabilities measured on a recurring basis using significant
unobservable inputs (Level 3). The loss from change in fair value of contingent milestone and royalty payments resulted from updated estimated timing of
payments, probability of success rates, the passage of time, updated discount rates matched to the estimated timing of payments, actual net sales of certain
products for the three and six months ended June 30, 2020, and estimated net sales for future royalty payment periods.
A change in estimated timing of payments, probability of success rates, or estimated net sales for future royalty payment periods would be expected to have
a material impact on the fair value of contingent milestone and royalty payments.
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Three Months Ended June 30, 2020:

(in thousands)

Balance as of March 31, 2020

$

Contingent consideration liabilities settled

2,045
(39)

Loss from change in fair value of contingent consideration recorded in general and administrative expenses

100
$

Fair value at June 30, 2020

Six Months Ended June 30, 2020:

2,106

(in thousands)

Balance as of January 1, 2020

$

Contingent consideration liabilities settled

2,094
(72)

Loss from change in fair value of contingent consideration recorded in general and administrative expenses

84
$

Fair value at June 30, 2020

18
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9. EQUITY AND STOCK-BASED COMPENSATION
Common Stock
In January 2020, the Company entered into an Underwriting Agreement with Piper Sandler & Co. and Canaccord Genuity LLC relating to the issuance and
sale of 6,800,000 shares of the Company’s common stock at a price to the public of $12.50 per share, before underwriting discounts and commissions.
Under the terms of that agreement, the Company granted the underwriters an option, exercisable for 30 days, to purchase up to an additional 1,020,000
shares of common stock. The underwriters exercised this option and the offering closed on January 10, 2020 with the sale of 7,820,000 shares of common
stock, resulting in net proceeds to the Company of approximately $91.6 million, after deducting underwriting discounts and commissions and estimated
offering expenses payable by the Company. The offering was made pursuant to the Company’s shelf registration statement on Form S-3 that was declared
effective on May 22, 2019.
Equity Award Plans
As of June 30, 2015, Integra had stock options, restricted stock awards, performance stock awards, contract stock awards and restricted stock units
outstanding under three plans, the 2000 Equity Incentive Plan, the 2001 Equity Incentive Plan, and the 2003 Equity Incentive Plan. In connection with the
spin-off, Integra equity awards granted to individuals who became employees of SeaSpine were converted to equity awards denominated in SeaSpine
common stock. In general, each post-conversion award is subject to the same terms and conditions as were applicable to the pre-conversion award.
In May 2015, the Company adopted the 2015 Incentive Award Plan, which was subsequently amended and restated with approval of the Company's
stockholders. In February and March 2018, the Company's board of directors approved amendments to the plan that increased the share reserve by an
aggregate of 2,726,000 shares over the then-existing share reserve thereunder, subject to stockholder approval. The Company's stockholders approved both
amendments in May 2018. On April 13, 2020, the Company's board of directors approved an amendment to the plan that, among other things, increased the
share reserve by an aggregate of 3,500,000 shares over the then-existing share reserve thereunder, subject to stockholder approval. The Company's
stockholders approved the amendment on June 3, 2020 (the 2015 Incentive Award Plan, as amended and restated to date, the Restated Plan). Under the
Restated Plan, the Company can grant its employees, non-employee directors and consultants incentive stock options and non-qualified stock options,
restricted stock, performance stock, dividend equivalent rights, stock appreciation rights, stock payment awards and other incentive awards. The aggregate
number of shares that may be issued or transferred pursuant to awards under the Restated Plan is the sum of (1) the number of shares issuable upon exercise
or vesting of the number of Integra equity awards converted to the Company's equity awards under the Restated Plan as of the date of the spin-off and (2)
9,735,500 shares of its common stock in respect of awards granted under the Restated Plan. As of June 30, 2020, 3,931,226 shares were available for
issuance under the Restated Plan.
In June 2018, the Company established the 2018 Employment Inducement Incentive Award Plan (the 2018 Inducement Plan). The terms of the 2018
Inducement Plan are substantially similar to the terms of the Restated Plan with these principal exceptions: (1) incentive stock options may not be granted
under the 2018 Inducement Plan; (2) there are no annual limits on awards that may be issued to an individual under the 2018 Inducement Plan; (3) awards
granted under the 2018 Inducement Plan are not required to be subject to any minimum vesting period; and (4) awards may be granted under the 2018
Inducement Plan only to those individuals and in those circumstances described below. An aggregate of 2,000,000 shares are reserved under the 2018
Inducement Plan. As of June 30, 2020, 1,908,483 shares were available for issuance under the 2018 Inducement Plan. As a result of the approval of the
amendment to the Restated Plan by the Company's stockholders in June 2020, no awards will be granted under the 2018 Inducement Plan in the future.
The 2018 Inducement Plan was adopted by the Company’s board of directors without stockholder approval pursuant to Rule 5635(c)(4) of the Nasdaq
Listing Rules. In accordance with Rule 5635(c)(4) of the Nasdaq Listing Rules, awards under this plan may only be made to an employee who has not
previously been an employee or member of the Company's board of directors or of any board of directors of any parent or subsidiary of the Company, or
following a bona fide period of non-employment by the Company or a parent or subsidiary, if he or she is granted such award in connection with his or her
commencement of employment with the Company or a subsidiary and such grant is an inducement material to his or her entering into employment with the
Company or such subsidiary.
Forfeiture Rate Assumptions
Stock-based compensation expense related to all equity awards includes an estimate for forfeitures. The expected forfeiture rate of all equity-based
compensation is based on historical experience of pre-vesting forfeitures on awards and options by each homogeneous group of shareowners. For awards
and options granted to non-executive employees, the forfeiture rate is estimated to be 14% annually for the six months ended June 30, 2020 and 13%
annually for the six months ended June 30,
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2019. There is no forfeiture rate applied to awards or options granted to non-employee directors or executive employees because their pre-vesting
forfeitures are anticipated to be highly unlikely. As individual awards and options become fully vested, stock-based compensation expense is adjusted to
recognize actual forfeitures.
Restricted Stock Awards and Restricted Stock Units
Restricted stock award and restricted stock unit grants to employees generally have a requisite service period of three years, and restricted stock award and
restricted stock unit grants to non-employee directors generally have a requisite service period of one year. Both are subject to graded vesting. The
Company expenses the fair value of restricted stock awards and restricted stock units on an accelerated basis over the vesting period or requisite service
period, whichever is shorter.
During each of the three and six months ended June 30, 2020, there were 72,520 shares of restricted stock awards granted to non-employee directors.
During the three and six months ended June 30, 2019, there were 64,631 and 76,471 shares of restricted stock awards granted to non-employee directors,
respectively. No restricted stock units were granted to non-employee directors during the three or six months ended June 30, 2020 or 2019.
During the three and six months ended June 30, 2020, 30,267 and 376,754 restricted stock units were granted to employees, respectively. During the three
and six months ended June 30, 2019, there were 7,800 and 218,610 restricted stock units granted to employees, respectively. No restricted stock awards
were granted to employees during the three or six months ended June 30, 2020 or 2019.
As of June 30, 2020, there was approximately $5.0 million of unrecognized compensation expense related to the unvested portions of restricted stock
awards and of restricted stock units. This expense is expected to be recognized over a weighted-average period of approximately 1.1 years.
Stock Options
Stock option grants to employees generally have a requisite service period of four years, and stock option grants to non-employee directors generally have a
requisite service period of one year. Both are subject to graded vesting. The Company records stock-based compensation expense associated with stock
options on an accelerated basis over the applicable vesting period within each grant and based on their fair value at the date of grant using the BlackScholes-Merton option pricing model. There were 238,491 and zero stock options granted during the three months ended June 30, 2020 and 2019,
respectively, and 920,250 and 434,708 stock options granted during the six months ended June 30, 2020 and 2019, respectively. The following weightedaverage assumptions were used in the calculation of fair value for options granted during the period indicated.
Three Months Ended June 30,
2020

2019

Six Months Ended June 30,
2020

2019

Expected dividend yield

—%

—%

—%

—%

Risk-free interest rate

0.2%

2.5%

1.2%

2.5%

53.6%

30.3%

41.3%

30.3%

2.5

2.9

2.6

2.9

Expected volatility
Expected term (in years)

The Company considered that it has never paid, and does not currently intend to pay, cash dividends. The risk-free interest rates are derived from the U.S.
Treasury yield curve in effect on the date of grant for instruments with a remaining term similar to the expected term of the options. The expected volatility
is calculated based upon the historical volatility of the Company's share prices. The expected term is calculated using the historical weighted average term
of the Company’s options.
As of June 30, 2020, there was approximately $2.2 million of unrecognized compensation expense related to unvested stock options. This expense is
expected to be recognized over a weighted-average period of approximately 1.6 years.
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Employee Stock Purchase Plan
In May 2015, the Company adopted the SeaSpine Holdings Corporation 2015 Employee Stock Purchase Plan, which was amended in November 2018, as
described below (as amended, the ESPP). Under the ESPP, eligible employees may purchase shares of the Company’s common stock through payroll
deductions of up to 15% of eligible compensation during an offering period. Generally, each offering period will be for 24 months as determined by the
Company's board of directors. There are four six-month purchase periods in each offering period for contributions to be made and to be converted into
shares at the end of the purchase period. In no event may an employee purchase more than 2,500 shares per purchase period based on the closing price on
the first trading date of an offering period or more than $25,000 worth of stock during any calendar year. The purchase price for shares to be purchased
under the ESPP is 85% of the lesser of the market price of the Company's common stock on the first trading date of an offering period or on any purchase
date during an offering period (June 30 or December 31).
Subject to stockholder approval, on and effective as of November 2, 2018, the Company's board of directors approved an amendment to the ESPP pursuant
to which the share reserve under the ESPP would increase from 400,000 shares to 800,000 shares. The Company's stockholders approved that amendment
in May 2019. The ESPP is intended to qualify as an “employee stock purchase plan” within the meaning of Section 423 of the Internal Revenue Code of
1986, as amended (the IRC). The ESPP contains a restart feature, such that if the market price of the stock at the end of any six-month purchase period is
lower than the market price at the original grant date of an offering period, that offering period will terminate after that purchase date, and a new two-year
offering period will commence on the January 1 or July 1 immediately following the date the original offering period terminated. This restart feature was
triggered on the purchase date that occurred on June 30, 2019, such that the offering period that commenced on January 1, 2019 was terminated, and a new
two-year offering period commenced on July 1, 2019 and would end on June 30, 2021. This restart feature was triggered again on the purchase date that
occurred on December 31, 2019, such that the offering periods that commenced on each of July 1, 2018 and July 1, 2019 were terminated, and a new twoyear offering period commenced on January 1, 2020 and would end on December 31, 2021. This restart feature was triggered again on the purchase date
that occurred on June 30, 2020, such that the offering period that commenced on January 1, 2020 was terminated, and a new two-year offering period
commenced on July 1, 2020 and will end on June 30, 2022. The Company applied share-based payment modification accounting to the awards that were
initially valued at the grant date to determine the amount of any incremental fair value associated with the modified awards. The impact to stock-based
compensation expense for modifications during the six months ended June 30, 2020 was immaterial.
During the six months ended June 30, 2020 and 2019, there were 78,360 and 64,008 shares of common stock, respectively, purchased under the ESPP. The
Company recognized $0.4 million in expense related to the ESPP for each of the six months ended June 30, 2020 and 2019. As of June 30, 2020, 202,102
shares were available under the ESPP for future issuance.
The Company estimates the fair value of shares issued to employees under the ESPP using the Black-Scholes-Merton option-pricing model. The following
weighted average assumptions were used in the calculation of fair value of shares under the ESPP at the grant date for the periods indicated:
Three and Six Months Ended
June 30,
2020

Expected dividend yield

2019

—%

Risk-free interest rate
Expected volatility
Expected term (in years)
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1.6%

2.5%

34.4%

39.0%

1.2

1.2
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10. LEASES
The impact of the adoption of Topic 842 to the Company's applicable balance sheet items as of January 1, 2020 is presented in the table below. The
standard did not have a material impact to the Company's unaudited condensed consolidated statements of operations or comprehensive loss or cash flows.

(in thousands)

December 31, 2019

Impact of Adoption of
ASC 842

January 1, 2020

ASSETS
Right of use assets

$

—

$

9,059

$

9,059

Total assets

$

141,718

$

9,059

$

150,777

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Other accrued expenses and current liabilities

5,444

Current portion of operating lease liabilities
Total current liabilities
Operating lease liabilities, net of current portion

(138)
2,080

2,080

30,478

1,942

32,420

8,367

8,367

—

Other liabilities

5,306

—

1,480

(1,250)

Total liabilities

$

31,958

$

Total stockholders' equity

$

109,760

Total liabilities and stockholders' equity

$

141,718

230

9,059

$

41,017

$

—

$

109,760

$

9,059

$

150,777

The Company determines if an arrangement is a lease at inception. The Company's leases primarily relate to administrative, manufacturing, research, and
distribution facilities and various manufacturing, office and transportation equipment. Lease assets represent the Company's right to use an underlying asset
for the lease term and lease liabilities represent the obligation to make lease payments arising from the lease. Lease assets and liabilities are recognized at
commencement date based on the present value of lease payments over the lease term. As the Company's leases do not provide an implicit rate, the
Company's incremental borrowing rate is used as a discount rate, based on the information available at the commencement date, in determining the present
value of lease payments. Lease assets also include the impact of any prepayments made and are reduced by impact of any lease incentives.
The Company made an accounting policy election for short-term leases, such that the Company will not recognize a lease liability or lease asset on its
balance sheet for leases with a lease term of twelve months or less as of the commencement date. Rather, any short-term lease payments will be recognized
as an expense on a straight-line basis over the lease term. The current period short-term lease expense reasonably reflects the Company's short-term lease
commitments.
The Company made a policy election for all classifications of leases to combine lease and non-lease components and to account for them as a single lease
component. Variable lease payments are excluded from the lease liability and recognized in the period in which the obligation is incurred. Additionally,
lease terms may include options to extend or terminate the lease when it is reasonably certain the Company will exercise the option.
The Company’s lease portfolio only includes operating leases. As of June 30, 2020, the weighted average remaining lease term of these operating leases
was 5.7 years and the weighted average discount rate was 6.5%. For the three and six months ended June 30, 2020, lease expense, which represents
expense from operating leases, was $0.6 million and $1.1 million, respectively.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
A summary of the Company's remaining lease liabilities at June 30, 2020 are as follows:
Operating Leases
(In thousands)

2020

1,894

2021

3,340

2022

2,238

2023

1,563

2024

1,369

Thereafter

3,273

Total undiscounted value of lease liabilities

$

13,677

Less: present value adjustment

(2,052)

Less: short-term leases not capitalized

(1,964)

Present value of lease liabilities

9,661

Less: current portion of lease liability

(2,110)
$

Operating lease liability, less current portion

7,551

11. INCOME TAXES
The following table summarizes the Company’s effective tax rate for the periods indicated:
Three Months Ended June 30,
2020

Reported income tax expense rate

Six Months Ended June 30,

2019

(0.2)%

2020

(0.2)%

2019

(0.3)%

(0.2)%

The Company recorded a provision for income tax expense for the three and six months ended June 30, 2020 primarily related to foreign and state
operations.
In addition, for all periods presented, the pretax losses incurred by the consolidated U.S. tax group received no corresponding tax benefit because the
Company concluded that it is more likely than not that the Company will be unable to realize the value of any resulting deferred tax assets. The Company
will continue to assess its position in future periods to determine if it is appropriate to reduce a portion of its valuation allowance in the future.
On March 27, 2020, Congress enacted the CARES Act to provide certain relief as a result of the COVID-19 pandemic. The CARES Act, among other
things, includes provisions relating to net operating loss carryback periods, alternative minimum tax credit refunds, and modification to the net interest
deduction limitations. The CARES Act did not have a material impact on the Company's consolidated financial statements for the three or six months
ended June 30, 2020. The Company continues to monitor any effects on its financial statements that may result from the CARES Act.
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12. COMMITMENTS AND CONTINGENCIES
In consideration for certain technology, manufacturing, distribution, and selling rights and licenses granted to the Company, the Company agreed to pay
royalties on sales of certain products sold by the Company. Except for the royalties paid to NLT, the royalties the Company paid are included as a
component of cost of goods sold in the consolidated statements of operations.
The Company is subject to various legal proceedings in the ordinary course of its business with respect to its products, its current or former employees, and
its commercial relationships, some of which have been settled by the Company. In the opinion of management, such proceedings are either adequately
covered by insurance or otherwise indemnified, or are not expected, individually or in the aggregate, to result in a material adverse effect on the Company's
financial condition. However, it is possible that the Company's results of operations, financial position and cash flows in a particular period could be
materially affected by these contingencies.
The Company accrues for loss contingencies when it is deemed probable that a loss has been incurred and that loss is estimable. The amounts accrued are
based on the full amount of the estimated loss before considering insurance proceeds, and do not include an estimate for legal fees expected to be incurred
in connection with the loss contingency. While uncertainty exists, the Company does not believe there are any pending legal proceedings that would have a
material impact on the Company’s financial position, cash flows or results of operations.
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13. SEGMENT AND GEOGRAPHIC INFORMATION
Segment Reporting
Management assessed its segment reporting based on how it internally manages and reports the results of its business to its chief operating decision maker.
Management reviews financial results, manages the business and allocates resources on an aggregate basis. Therefore, financial results are reported in a
single operating segment: the development, manufacture and marketing of orthobiologics and of spinal implants. The Company reports revenue in two
product categories: orthobiologics and spinal implants. Orthobiologics products consist of a broad range of advanced and traditional bone graft substitutes
that are designed to improve bone fusion rates following surgery. The spinal implants portfolio consists of an extensive line of products for minimally
invasive surgery, complex spine, deformity and degenerative procedures. The Company attributes revenues to geographic areas based on the location of the
customer.
The following table disaggregates revenue by major sales channel for each of the periods presented (in thousands):
Three Months Ended June 30, 2020
United States

Orthobiologics

$

Spinal implants
Total revenue, net

12,665

International

$

13,214
$

25,879

1,190

$

1,520
$

2,710

Six Months Ended June 30, 2020
Total

13,855

United States

$

14,734
$

28,589

Orthobiologics

$

Spinal implants
Total revenue, net

18,160

International

$

16,910
$

35,070

1,894

$

$

$

4,236

25

$

3,558
$

20,054

United States

$

19,252
$

57,692

3,450

Total

7,008

33,476
31,224

$

64,700

Six Months Ended June 30, 2019
Total

2,342

$

27,666

Three Months Ended June 30, 2019
United States

30,026

International

39,306

35,197

International

$

31,857
$

67,054

3,883

Total

$

4,519
$

8,402

39,080
36,376

$

75,456

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The terms “we,” “us,” “our,” “SeaSpine” or the “Company” refer collectively to SeaSpine Holdings Corporation and its wholly-owned subsidiaries,
unless otherwise stated. All information in this report is based on our fiscal year. Unless otherwise stated, references to particular years, quarters, months
or periods refer to our fiscal years ending December 31 and the associated quarters, months and periods of those fiscal years.
This Management’s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act). The
matters discussed in these forward-looking statements are subject to risk and uncertainties that could cause actual results to differ materially from those
made, projected or implied in the forward-looking statements. Such risks and uncertainties may also give rise to future claims and increase exposure to
contingent liabilities. Please see the “Risk Factors” section in our Annual Report on Form 10-K for the year ended December 31, 2019 (the 2019 10-K), as
updated in our Quarterly Reports on Form 10-Q for quarters ended after that date, and as updated in our Current Report on Form 8-K dated April 6,
2020, for a discussion of the uncertainties, risks and assumptions associated with these statements. We undertake no obligation to publicly update or revise
any forward-looking statements, whether as a result of new information, future events, or otherwise.
You can identify these forward-looking statements by forward-looking words such as “believe,” “may,” “could,” “will,” “estimate,” “continue,”
“anticipate,” “intend,” “seek,” “plan,” “expect,” “should,” “would” and similar expressions.
These risks and uncertainties arise from (among other factors):
•

our expectations and estimates concerning future financial performance, financing plans and the impact of competition;

•

our ability to successfully develop new and next-generation products and the costs associated with designing and developing those new and nextgeneration products, including risks inherent in newly initiated collaborations, such as with restor3d, Inc. and 7D Surgical, or use of nascent
manufacturing techniques, such as additive processing/3D printing;

•

physicians’ willingness to adopt our recently launched and planned products, customers’ continued willingness to pay for our products and thirdparty payors’ willingness to provide or continue coverage and appropriate reimbursement for any of our products and our ability to secure regulatory
clearance and/or approval for products in development;

•

our ability to attract and retain new, high-quality distributors, whether as a result of perceived deficiencies, or gaps, in our existing product portfolio,
inability to reach agreement on financial or other contractual terms or otherwise, as well as disruption associated with restrictive covenants to, which
distributors may be subject and potential litigation and expense associate therewith;

•

the impact that the COVID-19 pandemic may have with respect to deferrals of procedures using our products, disruptions or restrictions on the ability
of many of our employees and of third parties on which we rely to work effectively, and temporary closures of our facilities and of the facilities of our
customers and suppliers;

•

the full extent to which the COVID-19 pandemic will, directly or indirectly, impact our business, results of operations and financial condition,
including our sales, expenses, supply chain integrity, manufacturing capability, research and development activities, and employee-related
compensation, including as a result of (1) a resurgence in COVID-19 transmission and infection after the loosening of “stay at home” restrictions or
resumption of surgical procedures, (2) actions required or recommended to contain or treat COVID-19, in light of any or all of the foregoing or other
as-yet unanticipated developments, and (3) the direct and indirect economic impact, both domestically and abroad, of COVID-19 as a result of any or
all of the foregoing, including actions taken by local, state, national and international governmental agencies, whether such impact affects customers,
suppliers, or markets generally, all of which currently are highly uncertain;

•

our ability to continue to invest in medical education and training, product development, and/or sales and commercial marketing initiatives at levels
sufficient to drive future revenue growth;

26

•

anticipated trends in our business, including consolidation among hospital systems, healthcare reform in the United States, increased pricing pressure
from our competitors or hospitals, exclusion from major healthcare systems, whether as a result of unwillingness to provide required pricing or
otherwise, and changes in third-party payment systems;

•

the risk of supply shortages, and the associated potentially long-term disruption to product sales, including as a result of our dependence on PcoMed
to supply products incorporating NanoMetalene technology and a limited number of third-party suppliers for components and raw materials and
certain processing services;

•

unexpected expenses and delay and our ability to manage timelines and costs related to manufacturing our products including as a result of litigation
or developing and supporting the full commercial launch of new products;

•

our ability to obtain additional debt and equity financing to fund capital expenditures and working capital requirements and acquisitions;

•

our ability to complete acquisitions, integrate operations post-acquisition and maintain relationships with customers of acquired entities;

•

our ability to support the safety and efficacy of our products with long-term clinical data;

•

existing and future regulations affecting our business, both in the United States and internationally, and enforcement of those regulations;

•

our ability to protect our intellectual property, including unpatented trade secrets, and to operate without infringing or misappropriating the
proprietary rights of others;

•

general economic and business conditions, in both domestic and international markets; and

•

other risk factors described in our other SEC filings, including in the section entitled “Risk Factors” of the 2019 10-K, in Item 8.01 of our Current
Report on Form 8-K dated April 6, 2020, and in Part II, Item 1A of our Quarterly Reports on Form 10-Q for quarters ended after December 31,
2019.

These factors should not be construed as exhaustive and should be read in conjunction with the other cautionary statements included in this report.
Overview
We are a global medical technology company focused on the design, development and commercialization of surgical solutions for the treatment of patients
suffering from spinal disorders. We have a comprehensive portfolio of orthobiologics and spinal implant solutions to meet the varying combinations of
products that neurosurgeons and orthopedic spine surgeons need to perform fusion procedures in the lumbar, thoracic and cervical spine. We believe this
broad combined portfolio of orthobiologics and spinal implant products is essential to meet the “complete solution” requirements of such surgeons.
We report revenue in two product categories: orthobiologics and spinal implants. Our orthobiologics products consist of a broad range of advanced and
traditional bone graft substitutes designed to improve bone fusion rates following a wide range of orthopedic surgeries, including spine, hip, and extremities
procedures. Our spinal implant portfolio consists of an extensive line of products to facilitate spinal fusion in degenerative, minimally invasive surgery
(MIS), and complex spinal deformity procedures.
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Our U.S. sales organization consists of regional and territory managers who oversee a broad network of independent orthobiologics and spinal implant
sales agents. We pay these sales agents commissions based on the sales of our products. Our international sales organization consists of a sales management
team that oversees a network of independent orthobiologics and spinal implant stocking distributors that purchase products directly from us and
independently sell them. For the three months ended June 30, 2020 and 2019, international sales accounted for approximately 9% and 11% of our revenue,
respectively, and 11% for each of the six months ended June 30, 2020 and 2019, respectively. Our policy is not to sell our products through or to participate
in physician-owned distributorships.
SeaSpine was incorporated in Delaware on February 12, 2015 in connection with the spin-off of the orthobiologics and spinal implant business of Integra
LifeSciences Holdings Corporation. The spin-off occurred on July 1, 2015.
Components of Our Results of Operations
Revenue
Our net revenue is derived primarily from the sale of orthobiologics and spinal implant products across North America, Europe, Asia Pacific and Latin
America. Sales are reported net of returns, rebates, group purchasing organization fees and other customer allowances.
In the United States, we generate most of our revenue by consigning our orthobiologics products and by consigning or loaning our spinal implant sets to
hospitals and independent sales agents, who in turn either deliver them to hospitals for a single surgical procedure, after which they are returned to us, or
leave them with hospitals that are high volume users for multiple procedures. The spinal implant sets typically contain the instruments, disposables, and
spinal implants required to complete a surgery. We ship replacement inventory to independent sales agents to replace the consigned inventory used in
surgeries. We maintain and replenish loaned sets at our kitting and distribution centers and return replenished sets to a hospital or independent sales agent
for the next procedure. We recognize revenue on these consigned or loaned products when they have been used or implanted in a surgical procedure.
For all other sales transactions, including sales to international stocking distributors and private label partners, we generally recognize revenue when the
products are shipped and the customer or stocking distributor obtains control of the products. There is generally no customer acceptance or other condition
that prevents us from recognizing revenue in accordance with the delivery terms for these sales transactions.
Cost of Goods Sold
Cost of goods sold primarily consists of the costs of finished goods purchased directly from third parties and raw materials used in the manufacturing of our
products, plant and equipment overhead, labor costs and packaging costs. The majority of our orthobiologics products are designed and manufactured
internally. The cost of human tissue and fixed manufacturing overhead costs are significant drivers of the cost of goods sold, and consequently our
orthobiologics products, at current production volumes, generate lower gross margin than our spinal implant products. We rely on third-party suppliers to
manufacture our spinal implant products, and we assemble them into surgical sets at our kitting and distribution centers. The cost to inspect incoming
finished goods is included in the cost of goods sold. Other costs included in cost of goods sold include amortization of product technology intangible assets,
royalties, scrap and consignment losses, and charges for expired, excess and obsolete inventory.
Selling and Marketing Expense
Our selling and marketing expenses consist primarily of sales commissions to independent sales agents, payroll and other headcount related expenses,
marketing expenses, shipping, third-party logistics expenses, depreciation of instrument sets, instrument replacement expense, and cost of medical
education and training.
General and Administrative Expense
Our general and administrative expenses consist primarily of payroll and other headcount related expenses and expenses for information technology, legal,
human resources, insurance, finance, and management. We also record gains or losses associated with changes in the fair value of contingent consideration
liabilities in general and administrative expenses.
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Research and Development Expense
Our research and development (R&D) expenses primarily consist of expenses related to the headcount for engineering, product development, clinical
affairs and regulatory functions, as well as consulting services, third-party prototyping services, outside research and clinical studies activities, and
materials, production and other costs associated with development of our products. We expense R&D costs as they are incurred.
While our R&D expenses fluctuate from period to period based on the timing of specific initiatives, we expect these costs will increase over time as we
continue to design and commercialize new products and expand our product portfolio, add related personnel and conduct additional clinical activities.
Intangible Amortization
Our intangible amortization, including the amounts reported in cost of goods sold, consists of acquisition-related amortization. We expect total annual
amortization expense (including amounts reported in cost of goods sold) to be approximately $4.2 million in 2020, $4.1 million in 2021, $4.0 million in
2022, $3.4 million in 2023 and $1.5 million in 2024. See “RESULTS OF OPERATIONS-Three Months Ended June 30, 2020 Compared to Three Months
Ended June 30, 2019-Impairment of Intangible Assets,” below.
COVID-19 Pandemic - Impact on our Business
The COVID-19 pandemic has presented a substantial public health and economic challenge around the world and has materially and adversely affected our
business. We continue to closely monitor developments related to the COVID-19 pandemic and our decisions will continue to be driven by the health and
well-being of our employees, our distributor and surgeon customers, and their patients while maintaining operations to support our customers and their
patients in the near-term.
•

Surgery Deferrals: From late March 2020 to mid-May 2020, among other impacts on our business related to the pandemic, surgeons and their patients
deferred surgical procedures in which our products otherwise could have been used. This decrease in demand for our products recovered to varying
degrees in the latter half of May and into June 2020, though still below pre-pandemic levels, as local conditions improved in certain geographies that
opened after an initial improvement in COVID-19 infection rates, allowing patients to resume receiving their treatments. However, a resurgence of
infections has been observed, which may further restrict demand similar to early phases of the pandemic. As a result, we expect to see continued
volatility through at least the duration of the pandemic as geographies respond to current local conditions. The duration of further deferrals of surgical
procedures, the magnitude of such deferrals, the timing and extent of the economic impact of the pandemic, and the pace at which the economy
recovers therefrom, cannot be determined at this time. We continue to work closely with our surgeon customers, distributors and suppliers to navigate
through this unforeseen event while maintaining flexible operations and investing for future growth.

•

Operations. Our sales, marketing and research and development efforts have continued since the outbreak of the pandemic, but steps we have taken in
response to the pandemic have adversely affected our business. To protect the safety, health and well-being of our employees, distributor and surgeon
customers, and communities, we implemented preventative measures including travel restrictions, the temporary closures of certain of our facilities,
and requiring all office-based employees to work from home, except for those related to manufacturing, distribution and select others, as permitted
under governmental orders. Production at our Irvine orthobiologics manufacturing facility was temporarily halted in April and May 2020. Production
restarted in June 2020. The change in the manner in which our workforce is functioning could adversely affect sales and may delay the product
launches we planned in 2020 and beyond. Due to patients resuming to receive surgical procedures in May and June, we proceeded with certain
product launches we deferred during the early phases of the pandemic, however the pandemic could still adversely affect our future revenue growth or
such growth may not be consistent with the timelines we anticipated previously.

Our manufacturing, distribution and supply chain has largely been uninterrupted, but could be disrupted as a result of the pandemic, including
because of staffing shortages, production slowdowns, stoppages, or disruptions in delivery systems.
•

Cost Containment: We continue to carefully manage expenses and cash spend to preserve liquidity and we initiated actions to generate savings in
areas such as travel, events, clinical studies, and consulting. We also implemented a temporary freeze on new hires and our senior leadership team
voluntarily agreed to a 25% reduction in their base salaries from April 26, 2020 through June 20, 2020.

•

Product Development: We continue to evaluate the timing and scope of planned product development and launch initiatives and capital expenditures
and inventory growth investments to support those initiatives. Based on that evaluation, we expect to delay and/or reduce some of the spending
associated with these initiatives, which may delay the
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product launches we planned in 2020 and beyond, and could adversely affect our future revenue growth or such growth may not be consistent with
the timelines we anticipated previously. We expect to increase our spending on product launches, capital expenditures and inventory from the levels
during the early stages of the pandemic as our revenue and cash flow improve and as our expectations for demand of our products improve.
•

1st Half 2020 Results. Due to the impacts from the COVID-19 pandemic, our total revenue, net, gross profit and gross margin for the first and second
quarters of 2020 were significantly lower compared to the same periods in 2019.

•

At this time, the full extent of the impact of the COVID-19 pandemic on our business, financial condition and results of operations is uncertain and
cannot be predicted with reasonable accuracy and will depend on future developments that are also uncertain and cannot be predicted with reasonable
accuracy.

For additional information on the various risks posed by the COVID-19 pandemic on our business, financial condition and results of operations, please see
Item 1A. Risk Factors in this report.
RESULTS OF OPERATIONS
Three Months Ended June 30,
(In thousands, except percentages)

Total revenue, net

2020

$

2020 vs. 2019

2019

28,589

$

Six Months Ended June 30,

% Change

39,306

(27)%

2020

$

2020 vs. 2019

2019

64,700

$

% Change

75,456

(14)%

Cost of goods sold

11,659

14,317

(19)%

25,471

27,896

(9)%

Gross profit

16,930

24,989

(32)%

39,229

47,560

(18)%

Gross margin

59.2%

63.6%

60.6%

63.0%

Operating expenses:
Selling and marketing

17,013

19,896

(14)%

37,489

38,870

(4)%

General and administrative

8,845

7,712

15 %

17,399

16,046

8%

Research and development

3,974

3,587

11 %

7,869

7,099

11 %

792

793

—%

1,584

1,585

—%

Intangible amortization
Impairment of intangible assets
Total operating expenses
Operating loss
Other income (expense), net

4,993

100 %

1,325

4,993

(73)%

36,981

(17)%

65,666

68,593

(4)%

(13,694)

(11,992)

14 %

(26,437)

(21,033)

(25)

(156)%

(12,017)

14 %

14

Loss before income taxes

(13,680)

Provision for income taxes
Net loss

—
30,624

33
$

(13,713)

19
$

241
(26,196)

74 %

(12,036)

14 %

30

48
(20,985)

68
$

(26,264)

40
$

(21,025)

26 %
402 %
25 %
70 %
25 %

Three Months Ended June 30, 2020 Compared to Three Months Ended June 30, 2019
Revenue
Total revenue, net for the three months ended June 30, 2020, was $28.6 million, a decrease of 27% compared to the same period in 2019.
Three Months Ended June 30,
2020

2020 vs. 2019

2019

% Change

(In thousands)

Orthobiologics

20,054

(31)%

United States

$

12,665

18,160

(30)%

International

1,190

1,894

(37)%

Spinal Implants

13,855

$

19,252

(23)%

United States

13,214

16,910

(22)%

International

1,520

2,342

(35)%

39,306

(27)%

Total revenue, net

14,734

$

$

28,589

$

$

Three Months Ended June 30,
2020

2020 vs. 2019

2019

% Change

(In thousands)

United States

$

International

25,879

$

2,710

Total revenue, net

$

28,589

$

35,070

(26)%

4,236

(36)%

39,306

(27)%

Revenue from orthobiologics sales totaled $13.9 million for the three months ended June 30, 2020, a decrease of $6.2 million or 31%, from the same period
in 2019. Revenue from orthobiologics sales in the United States decreased $5.5 million to $12.7 million for the three months ended June 30, 2020
compared to the same period in 2019. This decrease was driven by lower current demand for our orthobiologics products due to hospitals and patients
deferring procedures and other factors related to the impact of the COVID-19 pandemic. Revenue from orthobiologics sales internationally, which can be
volatile from quarter to quarter because of irregular ordering patterns from our stocking distributors, decreased $0.7 million for the three months ended
June 30, 2020 compared to the same period in 2019 and was similarly affected by reduced demand from our stocking distributors caused by the impact of
the pandemic. See "COVID-19 Pandemic - Impact on our Business," above.
Revenue from spinal implant sales was $14.7 million for the three months ended June 30, 2020, a decrease of $4.5 million or 23%, from the same period in
2019. Revenue from spinal implants sales in the United States decreased $3.7 million to $13.2 million for the three months ended June 30, 2020 compared
to the same period in 2019, due to hospitals and patients deferring procedures as a result of the COVID-19 pandemic. Spinal implant surgery procedure
volume decreased by 22%, unit pricing declined in the low-single digit range. Revenue from spinal implant sales internationally, which can be volatile from
quarter to quarter because of irregular ordering patterns from our stocking distributors, decreased $0.8 million for the three months ended June 30, 2020
compared to the same period in 2019 and was similarly affected by reduced demand from our stocking distributors caused by the impact of the pandemic.
Cost of Goods Sold and Gross Margin
Cost of goods sold decreased $2.7 million, to $11.7 million for the three months ended June 30, 2020, compared to the same period in 2019. Gross margin
was 59.2% for the three months ended June 30, 2020 and 63.6% for the same period in 2019. The decrease in gross margin was due primarily to costs
associated with our Irvine manufacturing facility while production there was temporarily halted during April and May 2020.
Cost of goods sold included $0.2 million and $0.7 million of amortization for product technology intangible assets for the three months ended June 30,
2020 and 2019, respectively.
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Selling and Marketing
Selling and marketing expenses decreased $2.9 million to $17.0 million for the three months ended June 30, 2020 compared to the same period in 2019.
The decrease was mainly driven by lower commission expense due to a decline in revenue related to the impact of the COVID-19 pandemic and lower
travel expenses.
General and Administrative
General and administrative expenses increased $1.1 million to $8.8 million for the three months ended June 30, 2020. The increase was primarily driven by
the increase in the loss from change in fair value of contingent consideration related to the acquisition of assets from NLT and additional bad debt
provisions.
Research and Development
R&D expenses increased $0.4 million to $4.0 million, or 14% of revenue, for the three months ended June 30, 2020 compared to the same period in 2019.
The increase was primarily driven by payments related to newly acquired licenses and other costs associated with product development.
Intangible Amortization
Intangible amortization expense, excluding the amounts reported in cost of goods sold for product technology intangible assets, remained consistent at $0.8
million for both the three months ended June 30, 2020 and 2019.
Impairment of Intangible Assets
Impairment of intangible assets was zero for the three months ended June 30, 2020, compared to $5.0 million for the same period in 2019. During the three
months ended June 30, 2019, we shifted our commercialization strategy with respect to the product technologies we acquired from NLT due to market trend
factors, new features necessary to be competitive, and more cost-effective internal development initiatives. Accordingly, we evaluated the ongoing value of
the product technology intangible assets associated with the acquisition of these assets. Based on this evaluation, we determined that intangible assets with
a carrying amount of $6.8 million were no longer recoverable and were impaired, and we wrote those intangible assets down to their estimated fair value of
$1.8 million.
Income Taxes
Three Months Ended June 30,
2020

2019
(In thousands)

Loss before income taxes

$

Provision for income taxes
Effective tax rate

(13,680)

$

(12,017)

33

19

(0.2)%

(0.2)%

We reported income tax expense for the three months ended June 30, 2020 and 2019 primarily related to foreign and state operations.
In addition, for any pretax losses incurred subsequent to the spin-off by the consolidated U.S. tax group, we recorded no corresponding tax benefit because
we have concluded that it is more-likely-than-not that we will be unable to realize the benefit from any resulting deferred tax assets. We will continue to
assess our position in future periods to determine if it is appropriate to reduce a portion of our valuation allowance in the future.
On March 27, 2020, Congress enacted the CARES Act to provide certain relief as a result of the COVID-19 pandemic. The CARES Act, among other
things, includes provisions relating to net operating loss carryback periods, alternative minimum tax credit refunds, and modification to the net interest
deduction limitations. The CARES Act did not have a material impact on our consolidated financial statements for the three and six months ended June 30,
2020. We will continue to monitor any effects that may result on our consolidation financial statements from the CARES Act.
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Six Months Ended June 30, 2020 Compared to Six Months Ended June 30, 2019
Revenue
Total revenue, net for the six months ended June 30, 2020 was $64.7 million, a decrease of 14% compared to the same period in 2019.

Six Months Ended June 30,
2020

2020 vs. 2019

2019

% Change

(In thousands)

Orthobiologics

$

33,476

$

39,080

(14)%

United States

30,026

35,197

(15)%

International

3,450

3,883

(11)%

36,376

(14)%

Spinal Implants

$

31,224

$

United States

27,666

31,857

(13)%

International

3,558

4,519

(21)%

75,456

(14)%

Total revenue, net

$

64,700

$

Six Months Ended June 30,
2020

2020 vs. 2019

2019

% Change

(In thousands)

United States

$

International

57,692

$

7,008

Total revenue, net

$

64,700

$

67,054

(14)%

8,402

(17)%

75,456

(14)%

Revenue from orthobiologics sales totaled $33.5 million for the six months ended June 30, 2020, a decrease of $5.6 million, from the same period in 2019.
Revenue from orthobiologics sales in the United States decreased $5.2 million for the six months ended June 30, 2020 compared to the same period in
2019. This decrease was driven by lower current demand for our orthobiologics products due to hospitals and patients deferring procedures and other
factors related to the impact of the COVID-19 pandemic. Revenue from orthobiologics sales internationally, which can be volatile from quarter to quarter
because of irregular ordering patterns from our stocking distributors, decreased $0.4 million for the six months ended June 30, 2020 compared to the same
period in 2019 and was similarly affected by reduced demand from our stocking distributors caused by the impact of the pandemic. See "COVID-19
Pandemic - Impact on our Business," above.
Revenue from spinal implant sales totaled $31.2 million for the six months ended June 30, 2020, a decrease of $5.2 million, from the same period in 2019.
Revenue from spinal implant sales in the United States decreased $4.2 million for the six months ended June 30, 2020 compared to the same period in
2019. This decrease was driven by lower current demand for our orthobiologics products due to hospitals and patients deferring procedures and other
factors related to the COVID-19 pandemic. Spinal implant surgery procedure volumes decreased by approximately 9%. Revenue from spinal implant sales
internationally, which can be volatile from quarter to quarter because of irregular ordering patterns from our stocking distributors, decreased $1.0 million
for the six months ended June 30, 2020 compared to the same period in 2019 and was similarly affected by reduced demand from our stocking distributors
caused by the impact of the pandemic.
Cost of Goods Sold and Gross Margin
Cost of goods sold decreased $2.4 million to $25.5 million for the six months ended June 30, 2020, compared to the same period in 2019. Gross margin
was 60.6% for the six months ended June 30, 2020, compared to 63.0% for the same period in 2019. The decrease in gross margin was due primarily to
costs associated with our Irvine manufacturing facility while production there was temporarily halted during April and May 2020 and higher excess and
obsolete inventory charges, particularly in our legacy product portfolio, for which revenues continue to decline at a faster rate due, in part, to increased
substitution by our more recently launched products.
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Cost of goods sold included $0.5 million and $1.5 million of amortization for product technology intangible assets, for the six months ended June 30, 2020
and 2019, respectively.
Selling and Marketing
Selling and marketing expenses decreased $1.4 million to $37.5 million for the six months ended June 30, 2020 compared to the same period in 2019. The
decrease was mainly driven by lower sales commission expense due to a decline in revenue, offset by an increase in marketing, customer service and
logistics headcount and an increase in depreciation on surgical kits placed in service since June 30, 2019 and on instruments for systems expected to be
discontinued in the next two years.
General and Administrative
General and administrative expenses increased $1.4 million to $17.4 million for the six months ended June 30, 2020 compared to the same period in 2019.
The increase was primarily driven by the increase in the loss from change in fair value of contingent consideration related to the acquisition of assets from
NLT and additional bad debt provisions.
Research and Development
R&D expenses increased $0.8 million to $7.9 million, or 12% of revenue, for the six months ended June 30, 2020 compared to the same period in 2019.
The increase was primarily driven by an increase in payments related to newly acquired licenses and other costs associated with product development.
Intangible Amortization
Intangible amortization expense, excluding the amounts reported in cost of goods sold for product technology intangible assets, was $1.6 million for each
of the six months ended June 30, 2020 and 2019.
Impairment of Intangible Assets
Impairment of intangible assets was $1.3 million for the six months ended June 30, 2020, compared to $5.0 million for the same period in 2019. During the
six months ended June 30, 2020, primarily as a result of an expected shift in future product revenue mix more toward a parallel expanding interbody device
designed based on our internally developed technology and, in turn, lower future revenue anticipated for the lordotic expanding implant based on
technology we acquired from NLT, our estimated future net sales associated with those NLT Spine product technologies decreased. Accordingly, we
evaluated the ongoing value of the product technology intangible assets associated with the acquisition of these assets. Based on this evaluation, we
determined that intangible assets with a carrying amount of $1.6 million were no longer recoverable and were impaired, and we wrote those intangible
assets down to their estimated fair value of $0.3 million. During the six months ended June 30, 2019, we shifted our commercialization strategy with
respect to the product technologies we acquired from NLT due to market trend factors, new features necessary to be competitive, and more cost-effective
internal development initiatives. Accordingly, we evaluated the ongoing value of the product technology intangible assets associated with the acquisition of
these assets. Based on this evaluation, we determined that intangible assets with a carrying amount of $6.8 million were no longer recoverable and were
impaired, and we wrote those intangible assets down to their estimated fair value of $1.8 million.
Income Taxes
Six Months Ended June 30,
2020

2019
(In thousands)

Loss before income taxes

$

Provision for income taxes
Effective tax rate

(26,196)

$

(20,985)

68

40

(0.3)%

(0.2)%

We reported income tax expense for the six months ended June 30, 2020 and 2019 primarily related to foreign and state operations. See “-Three Months
Ended June 30, 2020 Compared to Three Months Ended June 30, 2019-Income Taxes,” above, for information related to the effect of the CARES Act on
our taxes.
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Business Factors Affecting the Results of Operations
Special Charges and Gains
We define special charges and gains as expenses and gains for which the amount or timing can vary significantly from period to period, and for which the
amounts are non-cash in nature, or the amounts are not expected to recur at the same magnitude.
We believe that identification of these special charges and gains provides important supplemental information to investors regarding financial and business
trends relating to our financial condition and results of operations. Investors may find this information useful in assessing comparability of our operating
performance from period to period, against the business model objectives that management has established, and against other companies in our industry.
We provide this information to investors so that they can analyze our operating results in the same way that management does and use this information in
their assessment of our core business and valuation.
Loss before income taxes includes the following special charges/(gains) for the six months ended June 30, 2020 and 2019:
Three Months Ended June 30,
2020

Six Months Ended June 30,

2019

2020

Special Charges/(Gains):
Impairment of intangible assets(1)

$

—

Loss/(Gain) from change in fair value of contingent consideration liabilities(2)
Total Special Charges

2019

(In thousands)

$

4,993

100
$

100

$

1,325

(570)
$

4,423

$

4,993

84
$

1,409

(506)
$

4,487

(1) Relates to the impairment of the product technology intangible assets associated with the NLT acquisition.
(2) Relates to the net increase/(decrease) in the fair value of contingent liabilities associated with the NLT acquisition.

The items reported above are reflected in the consolidated statements of operations as follows:
Three Months Ended June 30,

Six Months Ended June 30,

2020

2020

2019

2019

(In thousands)

Impairment of intangible assets

$

General and administrative
Total Special Charges

—

$

100
$

100

4,993

$

(570)
$

4,423

1,325

$

84
$

1,409

4,993
(506)

$

4,487

Liquidity and Capital Resources
Overview
As of June 30, 2020, we had cash, cash equivalents and investments totaling approximately $100.5 million, and $20.0 million of current borrowing
capacity was available under our credit facility. We believe that our cash, cash equivalents and investments on hand, including the $91.6 million of net
proceeds generated from our recent public offering described below, and the amount currently available to us under our credit facility will be sufficient to
fund our operations for at least the next twelve months.
Paycheck Protection Program Loan
In April 2020, due to the economic uncertainty resulting from the impact of the COVID-19 pandemic on our operations and to support our ongoing
operations and retain all employees, we applied for a loan under the PPP of the CARES Act. We received a loan in the original principal amount of $7.2
million. We subsequently repaid $1.0 million of the loan. Under the terms of the PPP, subject to specified limitations, the loan may be forgiven if the
proceeds are used in accordance with the CARES Act. We intend to apply for forgiveness of the entire loan; however, no assurance is provided that we will
obtain forgiveness of the loan in whole or in part. Any unforgiven portion of the loan is payable over two years at an interest rate of 1%, with a deferral of
payments for the first six months.
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Credit Facility
We have a $30.0 million credit facility with Wells Fargo Bank, National Association which matures in July 2021, subject to a one-time, one-year extension
at our election. In addition, at any time through July 27, 2021, we may increase the borrowing limit by up to an additional $10.0 million, subject to us
having sufficient amounts of eligible accounts receivable and inventory and to customary conditions precedent, including obtaining the commitment of
lenders to provide such additional amount. At June 30, 2020, we had no outstanding borrowings under the credit facility. The borrowing capacity under the
credit facility is determined monthly and is based on the amount of our eligible accounts receivable and inventory balances and qualified cash (as defined in
the credit facility). Depending on the extent to which our eligible accounts receivable and inventory balances increase, our borrowing capacity could
increase by as much as an additional $6.5 million from the $20.0 million available as of June 30, 2020 before we are required to maintain the minimum
fixed charge coverage ratio discussed below. The credit facility contains various customary affirmative and negative covenants, including prohibiting us
from incurring indebtedness without the lender’s consent. In April 2020, we received the lender’s consent to obtain the PPP loan. Under the terms of the
credit facility, if our Total Liquidity (as defined in the credit facility) is less than $5.0 million, we are required to maintain a minimum fixed charge
coverage ratio of 1.10 to 1.00 for the applicable measurement period. Our Total Liquidity was $118.0 million at June 30, 2020, and therefore that financial
covenant was not applicable at that time.
Business Combinations
In August 2016, we entered into an asset purchase agreement with NLT to acquire certain of the assets of NLT’s medical device business related to the
expandable interbody medical devices. We made an up-front cash payment of $1.0 million in connection with the initial closing in September 2016 and
issued 350,000 shares of our common stock in January 2017 as contingent closing consideration. As of June 30, 2020, included in contingent consideration
liabilities was a $1.9 million liability representing the estimated fair value of future contingent milestone payments related to the achievement of certain
commercial milestones, one of which is payable in the third quarter of 2020 and one of which we anticipate will become payable in the third quarter of
2020, and a $0.2 million liability representing the estimated fair value of future contingent royalty payments based on percentages of our future net sales of
certain of the products and technology we acquired, which we anticipate will become payable at varying times between 2020 and 2030. The contingent
milestone payments, if any, are payable in cash or in shares of our common stock, at our election. In July 2020, we elected to pay $1.0 million of our
milestone payments in shares of our common stock. The contingent royalty payments are payable in cash.
Underwritten Offering
In January 2020, we entered into an Underwriting Agreement with Piper Sandler & Co. and Canaccord Genuity LLC relating to the issuance and sale of
6,800,000 shares of our common stock at a public offering price of $12.50 per share, before underwriting discounts and commissions. We granted the
underwriters an option, exercisable for 30 days, to purchase up to an additional 1,020,000 shares of common stock. The underwriters exercised this option
and the offering closed on January 10, 2020 with the sale of 7,820,000 shares of our common stock, resulting in proceeds of approximately $91.6 million,
after deducting underwriting discounts and commissions and estimated offering expenses payable by us. We intend to use the remaining proceeds for
general corporate purposes, including research and development, general and administrative expenses, capital expenditures and general working capital
purposes.
Cash and Cash Equivalents
We had cash and cash equivalents totaling approximately $75.3 million and $20.2 million at June 30, 2020 and December 31, 2019, respectively.
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Cash Flows
Six Months Ended June 30,
2020

2020 vs. 2019

2019

% Change

(In thousands)

Net cash used in operating activities

$

(11,949)

$

(11,763)

2%

Net cash (used in) provided by investing activities

(30,320)

10,100

(400)%

Net cash provided by (used in) financing activities

97,471

(1,074)

NM

Effect of exchange rate changes on cash and cash equivalents

(55)

Net change in cash and cash equivalents

$

55,147

(33)
$

(2,770)

67 %
NM

_______
NM: not meaningful
Net Cash Flows Used in Operating Activities
Net cash used in operating activities for the six months ended June 30, 2020 increased by $0.2 million compared to the same period in 2019. The increase
was due to a $6.0 million higher net loss adjusted for non-cash items of $10.8 million for the six months ended June 30, 2020, compared to $4.8 million for
the six months ended June 30, 2019. This was offset by a $5.8 million lower change in working capital with a $1.2 million increase in working capital for
the six months ended June 30, 2020 compared to a $7.0 million increase in working capital for the six months ended June 30, 2019. The lower working
capital change was mostly related to a decrease in accounts receivable due to lower year-over-year sales.
Net Cash Flows (Used in) Provided by Investing Activities
Net cash used in investing activities was $30.3 million for the six months ended June 30, 2020 compared to net cash provided by investing activities of
$10.1 million for the same period in 2019. The change was primarily due to $25.0 million in purchases of our investments in U.S. Treasury Bills during the
six months ended June 30, 2020 compared to $15.0 million in maturities of short-term investments for the same period in 2019.
Net Cash Flows Provided by (Used in) Financing Activities
Net cash provided by financing activities was $97.5 million for the six months ended June 30, 2020. It was comprised primarily of $91.6 million proceeds
from issuance of common stock, net of offering costs, $6.2 million of net proceeds from the PPP loan, $0.7 million of proceeds from the issuance of
common stock under our ESPP, and $0.9 million of proceeds from the exercise of stock options, offset by $1.9 million of cash for tax payments we made
on our employees' behalf for shares we withheld from such employees on the vesting of restricted stock awards to cover statutory tax withholding
requirements. Net cash used in financing activities was $1.1 million for the six months ended June 30, 2019. It was comprised primarily of $1.9 million of
cash for tax payments we made on our employees' behalf for shares we withheld from such employees on the vesting of restricted stock awards to cover
statutory tax withholding requirements, partially offset by $0.7 million of proceeds from the issuance of common stock under our ESPP and by $0.2 million
of proceeds from the exercise of stock options.
Off-Balance Sheet Arrangements
There were no off-balance sheet arrangements as of June 30, 2020 that have, or are reasonably likely to have, a current or future effect on our financial
condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that is material to
our business.
Contractual Obligations and Commitments
There have been no material changes outside the ordinary course of our business to the contractual obligations disclosed in the 2019 10-K.
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Other Matters
Critical Accounting Policies and the Use of Estimates
Our discussion and analysis of financial condition and results of operations is based upon our consolidated financial statements, which have been prepared
in accordance with accounting principles generally accepted in the United States of America. Preparing these financial statements requires us to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent liabilities, and the reported amounts of
revenues and expenses. Significant estimates affecting amounts reported or disclosed in the consolidated financial statements include revenue recognition,
allowances for doubtful accounts receivable and sales return and other credits, net realizable value of inventories, amortization periods for acquired
intangible assets, estimates of projected cash flows and discount rates used to value intangible assets and test them for impairment, estimates of projected
cash flows and assumptions related to the timing and probability of the product launch dates, discount rates matched to the timing of payments, and
probability of success rates used to value contingent consideration liabilities from business combinations, estimates of projected cash flows and
depreciation and amortization periods for long-lived assets, valuation of stock-based compensation, computation of taxes and valuation allowances
recorded against deferred tax assets, and loss contingencies. These estimates are based on historical experience and on various other assumptions believed
to be reasonable under the current circumstances. Actual results could differ from these estimates.
Note 2, “Summary of Significant Accounting Policies” to the Notes to Unaudited Condensed Consolidated Financial Statements included in Part I, Item 1
of this report and included in Part II, Item 8 of the 2019 10-K describe the significant accounting policies and estimates used in the preparation of our
condensed consolidated financial statements. Other than the adoption of Topic 842, those policies and estimates disclosed in the 2019 10-K have not
materially changed.
The full extent to which the COVID-19 pandemic will directly or indirectly impact our business, results of operations and financial condition, including
sales, expenses, manufacturing, research and development costs and employee-related compensation, will depend on future developments that are highly
uncertain, including as a result of new information that may emerge concerning COVID-19 and the actions taken to contain it or treat COVID-19, as well
as the economic impact on local, regional, national and international customers and markets. We have made estimates of the impact of COVID-19 within
our financial statements and there may be changes to those estimates in future periods. Actual results may differ from these estimates.
Recently Issued Accounting Pronouncements
Information regarding new accounting pronouncements is included in Note 2, "Summary of Significant Accounting Policies," to the Notes to Unaudited
Condensed Consolidated Financial Statements included in Part I, Item 1 of this report.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
As a "smaller reporting company" as defined by Item 10 of Regulation S-K, the Company is not required to provide this information.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
Based on an evaluation under the supervision and with the participation of our management, our Chief Executive Officer and Chief Financial Officer have
concluded that our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act were effective as of the end of
the period covered by this report to ensure that information required to be disclosed by us in reports that we file or submit under the Exchange Act is (i)
recorded, processed, summarized and reported within the time periods specified in the SEC rules and forms and (ii) accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control over Financial Reporting
There have been no changes in our internal control over financial reporting identified in connection with the evaluation required by Rules 13a-15(d) and
15d-15(d) under the Exchange Act that occurred during the fiscal quarter to which this report relates that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.
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Inherent Limitations of Internal Controls
Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls and procedures or our
internal controls over financial reporting will prevent or detect all error and all fraud. A control system, no matter how well designed and operated, can
provide only reasonable, not absolute, assurance that the objectives of the control system are met. Because of the inherent limitations in all control systems,
no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been detected.
These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of a simple error or
mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management
override of the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there
can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Over time, controls may become
inadequate because of changes in conditions, or the degree of compliance with the policies or procedures may deteriorate. Because of the inherent
limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
From time to time, we are subject to legal proceedings and claims in the ordinary course of business. Management presently believes that each of these
claims is meritless and, if litigated, the likelihood of loss is remote and/or that, individually and in the aggregate, any loss would not materially harm our
financial position, cash flows, or overall results of operations, in part because of the insurance policies we maintain that cover certain of these claims.
However, legal proceedings are subject to inherent uncertainties and unfavorable rulings or outcomes could occur that have, individually or in aggregate, a
material adverse effect on our business, financial condition or operating results.
ITEM 1A. RISK FACTORS
Except as set forth below, the risk factors described in the 2019 10-K have not materially changed.
Our PPP loan may not be forgiven and may subject us to challenges and investigations regarding qualification for the loan.
In April 2020, due to the economic uncertainty resulting from the impact of the COVID-19 pandemic on our operations and to support our ongoing
operations and retain all employees, we applied for, and received, a loan under the PPP of the CARES Act administered by the U.S. Small Business
Administration (SBA). The original principal amount of the loan was $7.2 million; we subsequently repaid $1.0 million. Under the terms of the PPP,
subject to specified limitations, the loan may be forgiven if the proceeds are used in accordance with the CARES Act, including for qualifying expenses,
which include payroll costs, rent, and utility costs, over the allowable measurement period following receipt of the loan proceeds.
The PPP loan application required us to certify that the current economic uncertainty made the loan request necessary to support our ongoing operations.
We made this certification in good faith after carefully considering the facts and circumstances, and although we believe we satisfied all eligibility criteria
for the PPP loan and our receipt of the PPP loan is consistent with the objectives of the PPP, the certification described above does not contain objective
criteria and is subject to interpretation. Further, following the date we applied for the PPP Loan, the SBA issued updated guidance regarding the PPP,
including regarding required borrower certifications and requirements for loan forgiveness. The SBA stated that it is unlikely that a public company with
substantial market value and access to capital markets will be able to make the required certification in good faith, and that all PPP loans in excess of $2
million will be subject to review by the SBA for compliance with program requirements. The lack of clarity regarding loan eligibility under the PPP
resulted in significant media coverage and controversy regarding public companies applying for and receiving PPP loans. We intend to apply for
forgiveness of the entire loan, and in connection therewith we expect to be required to make certain certifications that will be subject to audit and review by
governmental entities and could subject us to significant penalties and liabilities if found to be inaccurate. No assurance is provided that we will obtain
forgiveness of the loan in whole or in part. Any unforgiven portion of the loan is payable over two years at an interest rate of 1%, with a deferral of
payments for the first six months. In addition, if despite our good faith belief that we satisfied all eligibility requirements for the PPP loan, we are found to
have been ineligible to receive it or in violation of any of the laws or regulations that apply to us in connection with the PPP loan, including the False
Claims Act, we may be subject to penalties, including significant civil, criminal and administrative penalties, and could have to repay the PPP loan upon
demand. If we are audited or reviewed by the U.S. Department of the Treasury or the SBA, such audit or review could result in the diversion of
management's time and attention, generate negative publicity and cause us to incur legal and reputational costs. In addition, our receipt of the PPP loan may
result in adverse publicity and damage to our reputation. Any of these events could harm our business, results of operations and financial condition.
Our business, financial condition and results of operations will continue to be materially and adversely impacted in the near-term, and could be
materially and adversely impacted beyond 2020, by the COVID-19 pandemic.
The COVID-19 pandemic materially and adversely impacted our business and we expect the impact to continue through at least the duration of the
pandemic as regions respond to local conditions. To date, the impacts include: the deferral of procedures using our products; disruptions or restrictions on
the ability of many of our employees and of third parties on which we rely to work effectively, including because of stay-at-home orders and similar
government actions; and temporary closures of our facilities and of the facilities of our customers and suppliers. As jurisdictions throughout the world
continue to deal with and respond to the pandemic, the degree of the foregoing impacts may increase in scope or magnitude or we may experience
additional material adverse impacts in one or more regions. Any other outbreaks of contagious diseases or other adverse public health developments in
countries where we operate or where our customers or suppliers are located could also have a material and adverse effect on our business, financial
condition and results of operations.
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Because of the COVID-19 pandemic, surgeons and their patients were required, and in certain regions continue to be required, or are choosing, to defer
procedures in which our products otherwise could be used, and many facilities that specialize in the procedures in which our products otherwise could be
used temporarily closed or continue to be temporarily closed or operating at reduced hours. In addition, even after the pandemic subsides and/or
governmental orders no longer prohibit or recommend against performing such procedures, patients may continue to defer such procedures out of concern
of being exposed to coronavirus or for other reasons. Further, facilities at which our products typically are used may not reopen or, even if they reopen,
patients may elect to have procedures performed at facilities that are, or are perceived to be, lower-risk, such as ambulatory surgery centers, and our
products may not be approved at such facilities, and we may be unable to have our products approved for use at such facilities on a timely basis, or at all.
The effect of the pandemic on the broader economy could also negatively affect demand for procedures using our products, both in the near- and long-term.
Workforce limitations and travel restrictions resulting from government actions taken to contain the spread of COVID-19 has and will continue to
adversely affect almost every aspect of our business. If a significant percentage of our workforce, or of the workforce of third parties on which we rely,
cannot work, including because of illness or travel or government restrictions, our operations may be negatively affected. Because of government
restrictions and social distancing guidelines in many countries around the world, there is an increased reliance on working from home for our workforce
and on the workforce of third parties on which we rely. For example, most of our independent sales agents currently are working largely using virtual and
online engagement tools and tactics, which may be less effective than our ordinary, in-person sales and marketing programs. In addition, we reduced access
to our hands-on cadaveric training facility in Carlsbad, California, which, in turn, adversely impacted our ability to educate and train surgeons and sales
agents on the proper use of our products (which may make surgeons and sales agents less comfortable using, and therefore less likely to use, our products),
and which we expect will also limit our ability to develop, and therefore launch, the products we believe will drive our future revenue growth on the
timelines we anticipated previously, or at all. The change in the manner in which our workforce is functioning could also delay the launch of products we
planned to launch in 2020 and beyond. It may also cause us not to timely submit required filings, including with the U.S. Securities and Exchange
Commission, U.S. Food and Drug Administration (FDA), or other regulatory bodies, both in the U.S. and outside the U.S., any of which by itself may have
a negative effect on our business, such as by making us ineligible to conduct an offering under a Form S-3 registration statement, which generally takes less
time and is less expensive than other means, such as conducting an offering under a Form S-1 registration statement. In addition, changes impacting
workforce function at the FDA and other regulatory bodies, as well as changes impacting workforce function at the facilities at which we seek to have new
products approved for use, could adversely impact the timing of when our new products are cleared for marketing and approved for use, either of which
could adversely impact the timing of our ability to sell these new products and could have a material and adverse effect on our revenue growth.
Further, disruptions in the manufacture and/or distribution of our products or in our supply chain may occur as a result of the pandemic, including for the
reasons above, or other events that result in staffing shortages, production slowdowns, stoppages, or disruptions in delivery systems, any of which could
materially and adversely affect our ability to manufacture and/or distribute our products, or to obtain the raw materials and supplies necessary to
manufacture and/or distribute our products, in a timely manner, or at all. See “If any of our manufacturing, development or research facilities are damaged
and/or our manufacturing processes are interrupted, we could experience supply disruptions, lost revenues and our business could be seriously harmed”
and “In addition to PcoMed, we depend on a limited number of third-party suppliers for components and raw materials and losing any of these suppliers,
or their inability to provide us with an adequate supply of materials that meet our quality and other requirements, could harm our business” in Item 1A.
Risk Factors in Part I of the 2019 10-K (the “10-K Risk Factors”).
We may also experience other unknown adverse impacts from COVID-19 that cannot be predicted. For example, hospitals and other facilities at which we
sell our products may renegotiate their purchase prices, including as a result of, or the perception they may be suffering, financial difficulty as a result of
the pandemic. Similarly, facilities at which we seek to sell our products in the future may require price reductions relative to the price at which we
previously expected to sell our products. Reduction in the prices at which we sell products to existing customers may have a material and adverse effect on
our future financial results and reductions in the prices at which we expected to sell products to anticipated customers may have a material and adverse
effect on our expectations for revenue growth. See “Changes in third-party payment systems and in the healthcare industry may require us to decrease the
selling price for our products, may reduce the size of the market for our products, or may eliminate a market, any of which could have a material and
adverse effect on our financial performance” in the 10-K Risk Factors.
Further, the global capital markets experienced, and we expect will continue to experience, disruption and volatility due to the COVID-19 pandemic,
adversely impacting access to capital not only for us, but also for our customers and suppliers who need access to capital. Their inability to access capital in
a timely manner, or at all, could adversely impact demand for our products and/or adversely impact our ability to manufacture and/or supply our products,
any of which could have a material and adverse effect on our business. See “Our future capital needs are uncertain and we may need to raise additional
funds in the future, and such funds may not be available on acceptable terms or at all,” “The market price of our common stock has been and likely will
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continue to be volatile,” and “Your percentage of ownership in us may be diluted and issuances of substantial amounts of our common stock, or the
perception that such issuances may occur, could cause the market price of our common stock to decline significantly, even if our business is performing
well” in the 10-K Risk Factors.
The full extent to which the COVID-19 pandemic will, directly or indirectly, impact our business, results of operations and financial condition, including
our sales, expenses, supply chain integrity, manufacturing capability, research and development activities, and employee-related compensation, is currently
highly uncertain and cannot be predicted with reasonable accuracy at this time and will depend on future developments that are also highly uncertain and
cannot be predicted with reasonable accuracy at this time, including, without limitation: (a) new information that may emerge concerning COVID-19, its
contagiousness and/or virulence; (b) resurgences in COVID-19 transmission and infection following the easing or lifting of “stay-at-home” or other
restrictions or following resumption of surgical procedures, whether as a result thereof, as a result of reinfection, as a result of a delay in the emergence of
symptoms following infection (or reinfection) by COVID-19, or as a result of its ability to lay dormant following infection (or reinfection), and the adverse
impact the foregoing may have on our business and financial condition, including because of the adverse impact on patients’ willingness to undergo
procedures in which our products could be used; (c) actions required or recommended to contain or treat COVID-19, in light of any or all of the foregoing
or other as-yet unanticipated developments, whether related to COVID-19 directly or indirectly; and (d) the direct and indirect economic impact, both
domestically and abroad, of COVID-19 as a result of any or all of the foregoing, including actions taken by local, state, national and international
governmental agencies, whether such impact affects customers, suppliers, or markets generally.
The COVID-19 pandemic also heightens the risks in certain of the other risk factors described in in the 10-K Risk Factors, including, without limitation,
those related to:
(1) our ability to compete successfully in the highly competitive industry in which we operate as result of the uncertainty of the full extent of the
impact of the pandemic on our business, financial condition and results of operations (see “We operate in an industry and in market segments that
are highly competitive and we may not compete successfully” in the 10-K Risk Factors);
(2) our ability to (a) effectively demonstrate to neurosurgeon and orthopedic spine surgeons the merits of our products compared to those of our
competitors and (b) successfully educate and train surgeons and their staff on the proper use of our products in light of the reduced access to our
hands-on cadaveric training facility in Carlsbad, California or if we are required to or elect to temporarily close it, which is the primary manner in
which we offer such education and training (see “To be commercially successful, we must effectively demonstrate to neurosurgeon and orthopedic
spine surgeons the merits of our products compared to those of our competitors” and “We must successfully educate and train surgeons and their
staff on the proper use of our products,” in the 10-K Risk Factors);
(3) our ability to develop and launch new products in a timely and consistent manner in light of (a) the reduced access to our hands-on cadaveric
training facility in Carlsbad, California or if we are required to or elect to temporarily close it, which will limit our ability to develop and launch
the products we believe will drive our future revenue growth on the timelines we anticipated previously, or at all, (b) the change in the manner in
which our workforce is functioning and (c) the changes impacting workforce function at the FDA and other regulatory bodies, as well as changes
impacting workforce function at the facilities at which we seek to have new products approved for use (see “We may not develop new products in a
timely and consistent manner, and failure to do so may adversely affect the attractiveness of our overall product portfolio to our surgeon
customers and negatively impact our sales and market share” in the 10-K Risk Factors);
(4) our ability to maintain or expand our network of independent sales agents and stocking distributors (see “If we are unable to maintain and expand
our network of independent sales agents and stocking distributors, we may not maintain or grow our revenue” in the 10-K Risk Factors);
(5) an inability to conduct clinical studies effectively to demonstrate the safety and efficacy of our products as a result of, among other things, costsavings measure we implement or the closure or reduced operating hours of the sites at which such clinical studies would be conducted (see “Sales
of, or the price at which we sell, our products may be adversely affected unless the safety and efficacy of our products, alone and relative to
competitive products, is demonstrated in clinical studies” and “If the third parties on which we rely to conduct our clinical studies and to assist us
with pre-clinical development do not perform as contractually required or expected, we may not obtain regulatory clearance, approval or a CE
Certificate of Conformity for or commercialize our products” in the 10-K Risk Factors);
(6) our ability to maintain the integrity of our data and to avoid security breaches, loss of data, and other disruptions that could compromise sensitive
information as a result of most of our workforce working remotely in environments that may be less secure than our office environment and the
increased use of video conferencing and other technologies to conduct business virtually in light of the COVID-19 pandemic (see “We depend on
information technology and if our information technology fails to operate adequately or fails to properly maintain the integrity of our data, our
business could be materially and adversely affected” and “Security breaches, loss of data and other disruptions could compromise sensitive
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information related to our business, prevent us from accessing critical information or expose us to liability, which could adversely affect our
business and our reputation” in the 10-K Risk Factors);
(7) increased exposure to uninsured risks (see “Our insurance policies are expensive and protect us only from some risks, which will leave us exposed
to significant uninsured liabilities” in the 10-K Risk Factors);
(8) our inability to increase our international sales and a potential adverse impact by changes in foreign currency exchange rates in light of the
COVID-19 pandemic (see “We are exposed to a variety of risks relating to our international sales and operations” in the 10-K Risk Factors);
(9) fluctuation in our sales volumes and operating results as a result of the adverse effects of the COVID-19 pandemic (see “Our sales volumes and
our operating results may fluctuate” in the 10-K Risk Factors); and
(10) increased economic instability around the world in light of the COVID-19 pandemic (see “Continuing economic instability, including challenges
faced by European countries, may adversely affect the ability of hospitals and other customers to access funds or otherwise have available
liquidity, which could reduce orders for our products or impede our ability to obtain new customers, particularly in European markets” in the 10K Risk Factors).

43

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sales of Unregistered Securities
None.
Purchases of Equity Securities by the Issuer
The table below is a summary of purchases of our common stock we made during the quarter covered by this report. Other than as indicated in the table
below, no such purchases were made in any other month during the quarter. We do not have any publicly announced repurchase plans or programs.

Period

April 1 - April 30

Total Number of Shares
Purchased (1)

Average Price Paid per Share

Total Number of Shares
Purchased as Part of Publicly
Announced Plans or Programs

Maximum Number of Shares
That May Yet be Purchased
Under the Plans or Programs

625

$

7.54

—

—

May 1 - May 31

1,711

$

10.29

—

—

June 1 - June 30

1,874

$

11.16

—

—

(1) These shares were surrendered to the Company to satisfy tax withholdings obligations in connection with the vesting of
restricted stock awards.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.
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ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5. OTHER INFORMATION
On August 3, 2020, the Company's board of directors adopted the SeaSpine Holdings Corporation 2020 Employment Inducement Incentive Award
Plan (the 2020 Inducement Plan). The terms of the 2020 Inducement Plan are substantially similar to the terms of the Company’s 2015 Incentive Award
Plan, as amended and restated to date, with three principal exceptions: (1) incentive stock options may not be granted under the 2020 Inducement Plan; (2)
there are no annual limits on awards that may be issued to an individual under the 2020 Inducement Plan; and (3) awards granted under the 2020
Inducement Plan are not required to be subject to any minimum vesting period. The 2020 Inducement Plan was adopted by the Company's board of
directors without stockholder approval pursuant to Rule 5635(c)(4) of the Nasdaq Listing Rules.
The Company's board of directors has initially reserved 2,000,000 shares of the Company’s common stock for issuance pursuant to awards granted
under the 2020 Inducement Plan. In accordance with Rule 5635(c)(4) of the Nasdaq Listing Rules, awards under the 2020 Inducement Plan may only be
made to an employee who has not previously been an employee or member of the Company's board of directors or of any board of directors of any parent
or subsidiary of the Company, or following a bona fide period of non-employment by the Company or a parent or subsidiary, if he or she is granted such
award in connection with his or her commencement of employment with the Company or a subsidiary and such grant is an inducement material to his or
her entering into employment with the Company or such subsidiary.
A complete copy of the 2020 Inducement Plan and the forms of award agreements to be used thereunder, a copy of which are each filed as
Exhibits 10.5, 10.6, 10.7 and 10.8 hereto, are incorporated herein by reference. The above summary of the 2020 Inducement Plan does not purport to be
complete and is qualified in its entirety by reference to such exhibits.
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ITEM 6. EXHIBITS
Exhibit No.

Description

10.1*

Consent Under and First Amendment to Amended and Restated Credit Agreement

10.2 (1

Letter agreement dated April 23, 2020 with Keith C. Valentine

10.3 (1)

Form of letter agreement dated April 23, 2020 with members of the senior leadership team of SeaSpine Holdings Corporation
other than Keith C. Valentine

10.4 (2)

Amendment to the SeaSpine Holdings Corporation Amended and Restated 2015 Incentive Award Plan (effective June 3, 2020)

10.5*

SeaSpine Holdings Corporation 2020 Employment Inducement Incentive Award Plan

10.6*

Form of Restricted Stock Unit Award Grant Notice and Restricted Stock Unit Award Agreement under the SeaSpine Holdings
Corporation 2020 Employment Inducement Incentive Award Plan

10.7*

Form of Stock Option Grant Notice and Stock Option Agreement under the SeaSpine Holdings Corporation 2020 Employment
Inducement Incentive Award Plan (for Senior Leadership Team Members)

10.8*

Form of Stock Option Grant Notice and Stock Option Agreement under the SeaSpine Holdings Corporation 2020 Employment
Inducement Incentive Award Plan (for Non-Senior Leadership Team Members)

31.1*

Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2*

Certification of Principal Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1**

Certification of Principal Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2**

Certification of Principal Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS*†

Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document.

101.SCH*†

Inline XBRL Taxonomy Extension Schema Document

101.CAL*†

Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF*†

Inline XBRL Definition Linkbase Document

101.LAB*†

Inline XBRL Taxonomy Extension Labels Linkbase Document

101.PRE*†

Inline XBRL Taxonomy Extension Presentation Linkbase Document

104

Cover Page Interactive Data File (embedded within Exhibit 101.INS Inline XBRL document)

*

Filed herewith
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**

These certifications are being furnished solely to accompany this report pursuant to 18 U.S.C. 1350, and are not being
filed for purposes of Section 18 of the Securities Exchange Act of 1934 and are not to be incorporated by reference into any filing of the
registrant, whether made before or after the date hereof, regardless of any general incorporation by reference language in such filing.

(1)

Incorporated by reference from the registrant's current report on Form 8-K filed on April 24, 2020.

(2)

Incorporated by reference from Appendix A to the registrant's Definitive Proxy Statement filed with the Securities and Exchange Commission
on April 20, 2020.

† The financial information of SeaSpine Holdings Corporation Quarterly Report on Form 10-Q for the quarter ended June 30, 2020 filed on August 4, 2020
formatted in iXBRL (Inline Extensible Business Reporting Language): (i) the Condensed Consolidated Statements of Operations, (ii) Condensed
Consolidated Statements of Comprehensive Loss, (iii) the Condensed Consolidated Balance Sheets, (iv) Parenthetical Data to the Condensed
Consolidated Balance Sheets, (v) the Condensed Consolidated Statements of Cash Flows, (vi) the Condensed Consolidated Statements of Equity,
and (vii) Notes to Unaudited Condensed Consolidated Financial Statements, is furnished electronically herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

SEASPINE HOLDINGS CORPORATION
Date: August 4, 2020

/s/ Keith C. Valentine
Keith C. Valentine
President and Chief Executive Officer
(Principal Executive Officer)

Date: August 4, 2020

/s/ John J. Bostjancic
John J. Bostjancic
Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT 10.1

CONSENT UNDER AND FIRST AMENDMENT TO AMENDED AND RESTATED
CREDIT AGREEMENT
THIS CONSENT UNDER AND FIRST AMENDMENT TO AMENDED AND RESTATED CREDIT
AGREEMENT (this “Amendment”) is made as of April 24, 2020, by and among WELLS FARGO BANK, NATIONAL
ASSOCIATION, a national banking association, as administrative agent for each member of the Lender Group and the Bank
Product Providers (in such capacity, together with its successors and assigns in such capacity, “Agent”), lenders party thereto
(each of such lenders, together with its successors and permitted assigns, collectively, “Lender”), and SEASPINE HOLDINGS
CORPORATION, a Delaware corporation (“Parent”), as Parent and as Guarantor, SEASPINE ORTHOPEDICS
CORPORATION, a Delaware corporation (“SeaSpine Orthopedics“), SEASPINE, INC., a Delaware corporation (“SeaSpine
Inc.”), ISOTIS, INC., a Delaware corporation (“IsoTis Inc.”), SEASPINE SALES LLC, a Delaware limited liability company
(“SeaSpine Sales”), THEKEN SPINE, LLC, an Ohio limited liability company (“Theken Spine”), and ISOTIS
ORTHOBIOLOGICS, INC., a Washington corporation (“IsoTis OrthoBiologics”; together with SeaSpine Orthopedics,
SeaSpine Inc., IsoTis Inc., Theken Spine, and SeaSpine Sales are referred to hereinafter each individually as a “Borrower”, and
individually and collectively, jointly and severally, as the “Borrowers”). Unless otherwise provided herein, capitalized terms used
but not defined in this Amendment shall have the meanings that are set forth in the Credit Agreement referred to below.
RECITALS
A.
Pursuant to that certain Amended and Restated Credit Agreement dated as of July 27, 2018, by and among
Parent, Borrowers, Agent and Lender (as may be amended, restated, supplemented or otherwise modified from time to time,
collectively, the “Credit Agreement”), Lender agreed to make available to Borrowers a secured revolving loan facility.
B.
Borrowers have requested that Agent and Lender amend certain terms and conditions of the Credit Agreement,
and Agent and Lender have so agreed subject to the terms and conditions hereof.

NOW, THEREFORE, in consideration of the foregoing, the terms and conditions set forth in this Amendment, and
other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby
agree as follows:
1.
Limited Consent. Subject to the terms and conditions contained herein, Agent and Lender hereby consent to the
incurrence of PPP Debt (as hereinafter defined) by the Loan Parties.
2.
Amendments. The Credit Agreement is hereby amended by amending and restating the following definitions in
their entirety to read as follows:
(a)
Section 1.1 of the Credit Agreement is hereby amended by adding the following new defined terms in
appropriate alphabetical order therein to read as follows:

“AAPP” means the Accelerated and Advance Payments Program under the CARES Act, as amended
(including any successor thereto), and all requests, rules, guidelines, requirements and directives thereunder or
issued in connection therewith
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or in implementation thereof, regardless of the date enacted, adopted, issued or implemented.
“CARES Act” means the Coronavirus Aid, Relief, and Economic Security Act (Pub.L. No. 116-136), as
amended (including any successor thereto), and all requests, rules, guidelines, requirements and directives
thereunder or issued in connection therewith or in implementation thereof, regardless of the date enacted,
adopted, issued or implemented.
“Benchmark Replacement” means the sum of: (a) the alternate benchmark rate (which may include Term
SOFR) that has been selected by Agent and Administrative Borrower giving due consideration to (i) any
selection or recommendation of a replacement rate or the mechanism for determining such a rate by the Relevant
Governmental Body or (ii) any evolving or then-prevailing market convention for determining a rate of interest
as a replacement to the LIBOR Rate for United States dollar- denominated syndicated credit facilities and (b) the
Benchmark Replacement Adjustment; provided that, if the Benchmark Replacement as so determined would be
less than zero, the Benchmark Replacement shall be deemed to be zero for the purposes of this Agreement.
“Benchmark Replacement Adjustment” means, with respect to any replacement of the LIBOR Rate with
an Unadjusted Benchmark Replacement for each applicable Interest Period, the spread adjustment, or method for
calculating or determining such spread adjustment, (which may be a positive or negative value or zero) that has
been selected by Agent and Administrative Borrower giving due consideration to (i) any selection or
recommendation of a spread adjustment, or method for calculating or determining such spread adjustment, for the
replacement of the LIBOR Rate with the applicable Unadjusted Benchmark Replacement by the Relevant
Governmental Body or (ii) any evolving or then- prevailing market convention for determining a spread
adjustment, or method for calculating or determining such spread adjustment, for the replacement of the LIBOR
Rate with the applicable Unadjusted Benchmark Replacement for United States dollar-denominated syndicated
credit facilities at such time.
“Benchmark Replacement Conforming Changes” means, with respect to any Benchmark Replacement,
any technical, administrative or operational changes (including changes to the definition of “Base Rate”, the
definition of “Interest Period”, timing and frequency of determining rates and making payments of interest and
other administrative matters) that Agent decides may be appropriate to reflect the adoption and implementation of
such Benchmark Replacement and to permit the
administration thereof by Agent in a manner substantially consistent with market practice (or, if Agent decides
that adoption of any portion of such market practice is not administratively feasible or if Agent determines that
no market practice for the administration of the Benchmark Replacement exists, in such other manner of
administration as Agent decides is reasonably necessary in connection with the administration of this
Agreement).
“Benchmark Replacement Date” means the earlier to occur of the following
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events with respect to the LIBOR Rate:
(a)
in the case of clause (a) or (b) of the definition of “Benchmark Transition Event,” the later of (i)
the date of the public statement or publication of information referenced therein and (ii) the date on which the
administrator of the LIBOR Rate permanently or indefinitely ceases to provide the LIBOR Rate; or
(b)
in the case of clause (c) of the definition of “Benchmark Transition Event,” the date of the public
statement or publication of information referenced therein.

“Benchmark Transition Event” means the occurrence of one or more of the following events with respect
to the LIBOR Rate:
(a)
a public statement or publication of information by or on behalf of the administrator of the
LIBOR Rate announcing that such administrator has ceased or will cease to provide the LIBOR Rate,
permanently or indefinitely, provided that, at the time of such statement or publication, there is no successor
administrator that will continue to provide the LIBOR Rate;
(b)
a public statement or publication of information by the regulatory supervisor for the
administrator of the LIBOR Rate, the Federal Reserve System of the United States (or any successor), an
insolvency official with jurisdiction over the administrator for the LIBOR Rate, a resolution authority with
jurisdiction over the administrator for the LIBOR Rate or a court or an entity with similar insolvency or
resolution authority over the administrator for the LIBOR Rate, which states that the administrator of the LIBOR
Rate has ceased or will cease to provide the LIBOR Rate permanently or indefinitely, provided that, at the time
of such statement or publication, there is no successor administrator that will continue to provide the LIBOR
Rate; or
(c)
a public statement or publication of information by the regulatory supervisor for the
administrator of the LIBOR Rate announcing that the LIBOR Rate is no longer representative.
“Benchmark Transition Start Date” means (a) in the case of a Benchmark Transition Event, the earlier of
(i) the applicable Benchmark Replacement Date and (ii) if such Benchmark Transition Event is a public
statement or publication of information of a prospective event, the 90th day prior to the expected date of such
event as of such public statement or publication of information (or if the expected date of such prospective event
is fewer than 90 days after such statement or publication, the date of such statement or publication) and (b) in the
case of an Early Opt-in Election, the date specified by Agent or the Required Lenders, as applicable, by notice to
Administrative Borrower, Agent (in the case of such notice by the Required Lenders) and the Lenders.

“Benchmark Unavailability Period” means, if a Benchmark Transition Event and its related Benchmark
Replacement Date have occurred with respect to the LIBOR Rate and solely to the extent that the LIBOR Rate
has not been replaced with a Benchmark Replacement, the period (x) beginning at the time that such Benchmark
Replacement Date has occurred if, at such time, no Benchmark
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Replacement has replaced the LIBOR Rate for all purposes hereunder in accordance with Section 2.12(d)(iii) and
(y) ending at the time that a Benchmark Replacement has replaced the LIBOR Rate for all purposes hereunder
pursuant to Section 2.12(d)(iii).
“Early Opt-in Election” means the occurrence of:
(a)
(i) a determination by Agent or (ii) a notification by the Required Lenders to Agent (with a copy
to Administrative Borrower) that the Required Lenders have determined that United States dollar- denominated
syndicated credit facilities being executed at such time, or that include language similar to that contained in
Section 2.12(d)(iii) are being executed or amended, as applicable, to incorporate or adopt a new benchmark
interest rate to replace the LIBOR Rate, and
(b)
(i) the election by Agent or (ii) the election by the Required Lenders to declare that an Early Optin Election has occurred and the provision, as applicable, by Agent of written notice of such election to
Administrative Borrower and the Lenders or by the Required Lenders of written notice of such election to Agent.

“Federal Reserve Bank of New York’s Website” means the website of the Federal Reserve Bank of New
York at http://www.newyorkfed.org, or any successor source.
“Paycheck Protection Program” means Title I of the Coronavirus Aid, Relief and Economic Security Act
(the Paycheck Protection Program), as amended (including any successor thereto), and all requests, rules,
guidelines, requirements and directives thereunder or issued in
connection therewith or in implementation thereof, regardless of the date enacted, adopted, issued or
implemented.
“PPP Permitted Purposes” means, with respect to the use of proceeds of any PPP Debt, the purposes set
forth in Section 1106(b) of the Paycheck Protection Program and otherwise in compliance with all other
provisions or requirements of the Paycheck Protection Program applicable in order for the entire amount of the
PPP Debt to be eligible for forgiveness.
“PPP Debt” has the meaning ascribed thereto in clause (v) of the definition of “Permitted Indebtedness”.
“PPP Debt Documents” means any applications, loan documentation and other information submitted to
the lender servicing the PPP Debt or any Governmental Authority (including the Small Business Administration)
with respect to the PPP Debt.
“PPP Forgiveness Date” means five (5) Business Days after the date that the Loan Parties obtain a final
determination by the lender of the PPP Debt in the exercise of its reasonable discretion (and, to the extent
required, the Small Business Administration) (or such longer period as may be approved in writing by Agent)
regarding the amount of PPP Debt, if any, that will be forgiven pursuant to the provisions of the Paycheck
Protection Program.
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“PPP Unforgiven Debt” means that amount of the PPP Debt that has been determined by the lender of the
PPP Debt in the exercise of its reasonable discretion (or the Small Business Administration) to be ineligible for
forgiveness pursuant to the provisions of the Paycheck Protection Program; provided that PPP Debt (or the
applicable portion thereof) is deemed PPP Unforgiven Debt if (a) the Loan Parties do not timely file an
application for forgiveness or do not include any portion of the PPP Debt in an application for forgiveness, (b)
any Loan Party gives notice to the Agent that the PPP Debt will be PPP Unforgiven Debt, or (c) the Agent
obtains actual knowledge that the PPP Debt will be PPP Unforgiven Debt.
“Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank of
New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the Federal
Reserve Bank of New York or any successor thereto.
“Small Business Administration” means the U.S. Small Business Administration.
“SOFR” with respect to any day means the secured overnight financing rate published for such day by the
Federal Reserve Bank of New
York, as the administrator of the benchmark, (or a successor administrator) on the Federal Reserve Bank of New
York’s Website.
“Term SOFR” means the forward-looking term rate based on SOFR that has been selected or
recommended by the Relevant Governmental Body.
“Unadjusted Benchmark Replacement” means the Benchmark Replacement excluding the Benchmark
Replacement Adjustment.
(b) Section 1.1 of the Credit Agreement is hereby amended by amending and restating the definition of “Health
Care Laws” in its entirety to read as follows:
“Health Care Laws” means all Requirements of Law relating to:
(a) fraud and abuse (including the following statutes, as amended, modified or supplemented from time to time
and any successor statutes thereto and regulations promulgated from time to time thereunder: the federal AntiKickback Statute (42 U.S.C. § 1320a-7b(b)), the Stark Law (42 U.S.C. § 1395nn and § 1395(q)), the civil False
Claims Act (31 U.S.C.
§ 3729 et seq.), the federal health care program exclusion provisions (42
U.S.C. § 1320a-7), the Civil Monetary Penalties Act (42 U.S.C. § 1320a- 7a), and the Medicare Prescription
Drug, Improvement, and Modernization Act of 2003 (Pub. L. No. 108-173)); (b) any Government
Reimbursement Program; (c) the licensure or regulation of healthcare providers, suppliers, professionals,
facilities or payors (including all statutes and regulations administered by any Regulatory Authority);
(d) the operation of any health care facility or the provision of, or payment for, items or supplies; (e) quality,
safety certification and accreditation standards and requirements; (f) the billing, coding or submission of claims
or collection of accounts receivable or refund of overpayments;
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(g) HIPAA and Other Privacy Laws; (h) the billing, coding or submission of health care claims for
reimbursement; (i) the practice of medicine and other health care professions or the organization of medical or
professional entities; (j) fee-splitting prohibitions; (k) requirements for maintaining federal, state and local taxexempt status of Borrower; (l) charitable trusts or charitable solicitation laws; (m) health planning or rate-setting
laws, including laws regarding certificates of need and certificates of exemption;
(n) the CARES Act and any programs, loans and/or funds accessed and/or administered under the CARES Act;
and (o) any and all other applicable federal, state or local health care laws, rules, codes, regulations, manuals,
orders, ordinances, professional or ethical rules, administrative guidance and requirements, as the same may be
amended, modified or supplemented from time to time.
(a)
Section 1.1 of the Credit Agreement is hereby amended by amending and restating the definition of
“Material Contract” in its entirety to read as follows:
“Material Contract” means, with respect to any Person, agreements and contracts required to be disclosed
with respect to such Person under Item 15 of Form 10-K promulgated under the Exchange Act, as amended,
including the PPP Debt Documents, the Transition Agreements and those set forth on Item B.10 of Exhibit P-1.
(b)
Section 1.1 of the Credit Agreement is hereby amended by amending and restating the last sentence of
the definition of “Obligations” to read as follows:

Any reference in the Agreement or in the Loan Documents to the Obligations shall include all or any
portion thereof and any extensions, modifications, renewals, or alterations thereof, both prior and subsequent to
any Insolvency Proceeding and for the avoidance of doubt shall not include any PPP Debt.
(c)
Section 1.1 of the Credit Agreement is hereby amended by amending the definition of “Permitted
Indebtedness” by (A) deleting “and” at the end of subsection (u) therein;
(B) making subsection (v) therein the new subsection (w); and (C) inserting the following new subsection (v) therein
immediately preceding subsection (w) to read as follows:

(v) (i) unsecured Indebtedness in an aggregate principal amount not to exceed $7,173,100.00 advanced by
(i) any Governmental Authority (including the Small Business Administration) or any other Person acting as a
financial agent of a Governmental Authority or (ii) any other Person to the extent such Indebtedness under this
clause (ii) is guaranteed by a Governmental Authority (including the Small Business Administration), in each
case under this clause (v), pursuant to the Paycheck Protection Program (such unsecured Indebtedness, “PPP
Debt”); provided that, unless otherwise approved by Agent, (A) no Event of Default shall have occurred and be
continuing at the time of incurrence thereof, and (B) PPP Debt shall (1) be used by the Loan Parties and their
Subsidiaries solely for PPP Permitted Purposes, including that no more than twenty five percent (25%) in the
aggregate of such PPP Debt shall be used for purposes other than for eligible payroll costs as set forth under the
Paycheck Protection Program or otherwise repaid to the lender of the PPP Debt, (2) have a maturity date not less
than two (2) years after the date of incurrence of the PPP Debt, (3) bear interest at a rate not greater than one
percent
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(1%) per annum, (4) not require any payments of principal during the first six (6) months following the date of
the advance of the PPP Debt, and (5) otherwise have terms customary for loans made pursuant to the Paycheck
Protection Program (taken as a whole), and (ii) PPP Unforgiven Debt; and
(d)
Section 1.1 of the Credit Agreement is hereby amended by amending and restating the definition of
“Qualified Cash” in its entirety to read as follows:
“Qualified Cash” means, as of any date of determination, the amount of unrestricted (other than
customary account agreements) cash and Cash Equivalents of Parent, Borrowers and their Subsidiaries that is in
Deposit Accounts or in Securities Accounts, or any combination thereof, and which such Deposit Account or
Securities Account is the subject of a Control Agreement and is maintained by a branch office of the bank or
securities intermediary located within the United States; provided, however, any proceeds received by Parent, any
Borrower or any of their Subsidiaries in connection with the Paycheck Protection Program shall not constitute
Qualified Cash.
(e)
Section 2.12(d) of the Credit Agreement is hereby amended by adding the following new subsection (iii)
immediately following subsection (ii) to read as follows:
(i)

Effect of Benchmark Transition Event.

(A)
Benchmark Replacement. Notwithstanding anything to the contrary herein or in any other Loan
Document, upon the occurrence of a Benchmark Transition Event or an Early Opt-in Election, as applicable,
Agent and Administrative Borrower may amend this Agreement to replace the LIBOR Rate with a Benchmark
Replacement. Any such amendment with respect to a Benchmark Transition Event will become effective at 5:00
p.m. on the fifth (5th) Business Day after Agent has posted such proposed amendment to all Lenders and
Administrative Borrower so long as Agent has not received, by such time, written notice of objection to such
amendment from Lenders comprising the Required Lenders. Any such amendment with respect to an Early Optin Election will become effective on the date that Lenders comprising the Required Lenders have delivered to
Agent written notice that such Required Lenders accept such amendment. No replacement of the LIBOR Rate
with a Benchmark Replacement pursuant to this Section 2.12(d)(iii) will occur prior to the applicable Benchmark
Transition Start Date.
(B)
Benchmark Replacement Conforming Changes. In connection with the implementation of a
Benchmark Replacement, Agent will have the right to make Benchmark Replacement Conforming Changes from
time to time and, notwithstanding anything to the contrary herein or in any other Loan Document, any
amendments implementing such Benchmark Replacement Conforming Changes will become effective without
any further action or consent of any other party to this Agreement.
(C)
Notices; Standards for Decisions and Determinations. Agent will promptly notify Administrative
Borrower and the Lenders of
(1) any occurrence of a Benchmark Transition Event or an Early Opt-in Election, as applicable, and its related
Benchmark Replacement Date and Benchmark
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Transition Start Date, (2) the implementation of any Benchmark Replacement, (3) the effectiveness of any
Benchmark
Replacement Conforming Changes and (4) the commencement or conclusion of any Benchmark Unavailability
Period. Any determination, decision or election that may be made by Agent or Lenders pursuant to this Section
2.12(d)(iii) including any determination with respect to a tenor, rate or adjustment or of the occurrence or nonoccurrence of an event, circumstance or date and any decision to take or refrain from taking any action, will be
conclusive and binding absent manifest error and may be made in its or their sole discretion and without consent
from any other party hereto, except, in each case, as expressly required pursuant to this Section 2.12(d)(iii).
(D)
Benchmark Unavailability Period. Upon Administrative Borrower’s receipt of notice of the
commencement of a Benchmark Unavailability Period, Administrative Borrower may revoke any request for a
LIBOR Borrowing of, conversion to or continuation of LIBOR Rate Loans to be made, converted or continued
during any Benchmark Unavailability Period and, failing that, Administrative Borrower will be deemed to have
converted any such request into a request for a Borrowing of or conversion to Base Rate Loans. During any
Benchmark Unavailability Period, the component of Base Rate based upon the LIBOR Rate will not be used in
any determination of the Base Rate.
(f)
Section 4.27 of the Credit Agreement is hereby amended by adding the following new subsections (g),
(h) and (i) in appropriate alphabetical order therein to read as follows:
(a)
PPP Debt. All applications, documents and other information submitted to any Governmental
Authority with respect to the PPP Debt shall be true and correct in all material respects. No Lender or any of its
Affiliates is deemed an “affiliate” of any Loan Party or any of its Subsidiaries for any purpose related to the PPP
Debt, including the eligibility criteria with respect thereto.
(b)
CARES Act. Each Loan Party and each of its Subsidiaries acknowledges and agrees that (a) it
has consulted its own legal and financial advisors with respect to all matters related to CARES Act, including
PPP Debt (including eligibility criteria and conditions for forgiveness of such PPP Debt), the Paycheck
Protection Program and the AAPP, as applicable, (b) it is responsible for making its own independent judgment
with respect to any funds or loans received under the CARES Act, including the AAPP, the PPP Debt and the
process leading thereto, as applicable, and (c) it has not relied on Agent, any Lender or any of their respective
Affiliates with respect to any of such matters.
(c)
Compliance Under CARES Act. Each Loan Party and each of its Subsidiaries is in compliance
in all material respects with the
CARES Act, including the Paycheck Protection Program and the AAPP, in each case to the extent applicable.
(g)
Section 5 of the Credit Agreement is hereby amended by adding the following new Section 5.20 in
appropriate numerical order therein to read as follows:
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5.20

CARES Act.

(a)
The Loan Parties shall provide to Agent (i) a copy of the Loan Parties’ application for
PPP Debt promptly (and in any event within three (3) Business Days) upon submission thereof, and (ii) copies
of the PPP Debt Documents promptly (and in any event within three (3) Business Days) upon execution and
delivery thereof by the parties, together with a reasonably detailed written estimate of the amount of PPP Debt
that the Loan Parties reasonably anticipate will be subject to forgiveness pursuant to the provisions of the
Paycheck Protection Program.
(b)
The Loan Parties shall timely (and, in any event, not later than thirty (30) days (or such
longer period as may be agreed by Agent or as required by the lender of the PPP Debt) after the seven-week
anniversary of the initial incurrence thereof) submit all applications and required documentation necessary or
desirable for the lender of the PPP Debt and/or the Small Business Administration to make a determination
regarding the amount of the PPP Debt that is eligible to be forgiven.
(c)
The Loan Parties shall provide to Agent copies of any amendments, modifications,
waivers, supplements or consents executed and delivered by any Loan Party with respect to PPP Debt promptly
(and in any event within three (3) Business Days) upon execution and delivery thereof, and copies of any notices
of default received by any Loan Party with respect to the PPP Debt, promptly (and in any event within three (3)
Business Days) upon receipt thereof.
(d)
The Loan Parties shall, to the extent not included in the foregoing clauses (b) or (c),
promptly (and in any event within three
(3) Business Days) upon receipt or filing thereof, as applicable, provide to Agent copies of all material
documents and applications with the applicable lender or any Governmental Authority relating to PPP Debt,
including with respect to forgiveness of such PPP Debt.
(e)
The Loan Parties shall, to the extent not included in the foregoing clauses (a), (b), (c) or
(d), provide to Agent (1) copies of any applications and material documents (including any amendments,
modifications, waivers, supplements or consents executed and delivered by any Loan Party in connection
therewith), in each case, with respect to any loans or funds received under the CARES Act, promptly (and in any
event within three (3) Business Days) upon receipt or execution thereof, and (2) copies of any notices of default
received by any Loan Party with respect to any loans or funds received under CARES Act, promptly (and in any
event within three (3) Business Days) upon receipt thereof.
(f)
The Loan Parties shall use the proceeds of the PPP Debt solely for PPP Permitted
Purposes. Without limiting anything in the foregoing, the Loan Parties shall ensure that the proceeds of the PPP
Debt are not used to repay other Indebtedness, and no more than twenty-five percent (25%) in the aggregate of
such PPP Debt shall be used for purposes other than for eligible payroll costs as set forth
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under the Paycheck Protection Program.
(g)
On the PPP Forgiveness Date, the Loan Parties shall deliver to Agent a certificate of an
Authorized Person of the Loan Parties certifying as to the amount of the PPP Debt that will be forgiven pursuant
to the provisions of the Paycheck Protection Program, together with reasonably detailed description thereof, all
in form reasonably satisfactory to Agent.
(h)
Each Loan Party agrees that it will not make any claim that Agent, any Lender or any of
their respective Affiliates have rendered advisory services of any nature or respect in connection with any
programs, funds or loans administered under the CARES Act, including the AAPP, PPP Debt, the Paycheck
Protection Program or the process leading thereto.
(h)
Section 6.6(a) of the Credit Agreement is hereby amended by adding the following new subsection (iv)
therein in appropriate numerical order to read as follows:
(ii)
notwithstanding anything to the contrary contained in this Agreement, make any prepayment on
account of any portion of the PPP Debt without the prior written consent of Agent; provided, however, a Loan
Party may prepay any portion of the PPP Debt so long as (i) both before and after giving effect to such
prepayment the Total Liquidity of Parent, Borrower and their Subsidiaries is not less than $25,000,000, and
(ii) no Default or Event of Default has occurred or is continuing or would result from such prepayment, or
(i)
Section 8 of the Credit Agreement is hereby amended by adding the following new Section 8.17 therein
in appropriate numerical order to read as follows:

8.17 CARES Act. The occurrence of an event of default with respect to any programs, funds or loans
under the CARES Act (including the AAPP, the Paycheck Protection Program, the PPP Debt and any PPP Debt
Document, to the extent applicable), and with respect to the PPP Debt, or the occurrence of any event or
condition that results in the PPP
Debt becoming due prior to its scheduled maturity or that enables or permits the holder or holders thereof to
declare the PPP Debt to be due, or to require the prepayment, repurchase, redemption or defeasance thereof, prior
to its scheduled maturity.
3.
Reaffirmation of Security Interest. Loan Parties hereby confirm and agree that all security interests and liens
granted to Agent continue to be perfected, first priority liens and remain in full force and effect and shall continue to secure the
Obligations. All Collateral remains free and clear of any liens other than liens in favor of Agent and Permitted Liens. Nothing
herein contained is intended to in any way impair or limit the validity, priority, and extent of Agent’s existing security interest in
and liens upon the Collateral.
4.
Effectiveness Conditions. This Amendment shall be effective upon completion of the following conditions
precedent (all documents to be in form and substance satisfactory to Agent and Agent’s counsel):
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(a)

Execution and delivery of this Amendment;

(b)
Payment of all outstanding costs, fees and expenses associated with this Amendment, including without
limitation, the costs, fees and expenses required under Section 6 hereof; and
(c)

Such additional documents, instruments and agreements as Agent shall

request.
5.
Confirmation of Representations and Warranties. Each Loan Party hereby represents and warrants to Agent
and Lender, on a joint and several basis, that, as of the date hereof:
(a)
The representations and warranties set forth in the Credit Agreement and in the other Loan Documents,
each as amended to date, are true and correct in all material respects (except that such materiality qualifier shall not be
applicable to any representations and warranties that already are qualified or modified by materiality in the text thereof) on and
as the date hereof, with the same effect as if made on and as of the date hereof, except to the extent such representations and
warranties expressly refer to an earlier date, in which case they shall be true and correct in all material respects (except that such
materiality qualifier shall not be applicable to any representations and warranties that already are qualified or modified by
materiality in the text thereof) as of such earlier date.
(b)
This Amendment and each other document delivered by it in connection herewith has been duly
executed and delivered by such Person and constitutes such Person’s legal, valid and binding obligation, enforceable in
accordance with its terms, except as such enforceability may be subject to (i) bankruptcy, insolvency, reorganization, fraudulent
conveyance or transfer, moratorium or similar laws affecting creditors’ rights generally and
(ii) general principles of equity (regardless of whether such enforceability is considered in a proceeding at law or in equity).
(c)
The execution, delivery and performance of this Amendment has been duly authorized by all requisite
limited liability company, partnership or corporate action, as applicable, on the part of each Loan Party. This Amendment and
each other document delivered by it in connection herewith has been duly authorized, executed and delivered to Agent by each
Borrower and each is enforceable in accordance with its terms and is in full force and effect.
(d)
No Default or Event of Default has occurred and is continuing on and as of the date hereof or would
exist upon the consummation of the transactions contemplated by this Amendment.
6.
Costs and Fees. In consideration of Agent and Lender agreeing to amend the Credit Agreement, Borrowers shall
be responsible for the payment of all reasonable fees of Agent’s outside counsel (internal and external) incurred in connection
with the preparation of this Amendment and any related documents.
7.
No Waiver or Novation. The execution, delivery and effectiveness of this Amendment shall not, except as
expressly provided in this Amendment, operate as a waiver of any right, power or remedy of Agent or Lender, nor constitute a
waiver of any provision of the Credit Agreement, the other Loan Documents or any other documents, instruments and
agreements executed or delivered in connection with any of the foregoing. Nothing herein is intended or shall be construed as a
waiver of any existing defaults or Events of Default under the Credit Agreement or the other Loan Documents or any of Agent’s
or Lender’s rights and remedies in respect of such defaults or Events of Default. This Amendment (together with any other
document executed in connection herewith) is not intended to be, nor shall it be construed as, a novation of the Credit
Agreement or the other Loan Documents. This Amendment cannot be amended
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without the prior written consent of Agent.
8.

Miscellaneous.

(a)
Continuing Effect of Credit Agreement; Conflicts. Except as expressly modified pursuant hereto, no
other changes or modifications to the Credit Agreement or the Loan Documents are intended or implied by this Amendment and
in all other respects the Credit Agreement and the Loan Documents hereby are ratified, restated and confirmed by all parties
hereto as of the date hereof. To the extent of conflict between the terms of this Amendment, the Credit Agreement and the Loan
Documents, the terms of this Amendment shall govern and control.
(b)
Further Assurances. At Loan Parties’ expense, the parties hereto shall execute and deliver such
additional documents and take such further action as may be reasonably requested by any other party hereto to effectuate the
provisions and purposes of this Amendment.
(c)
Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of each of the
parties hereto and their respective successors and assigns.
(d)
Survival of Representations, Warranties and Covenants. All representations, warranties, covenants and
releases of each Loan Party made in this Amendment or any other document furnished in connection with this Amendment shall
survive the execution
and delivery of this Amendment, and no investigation by Agent or Lender, or any closing, shall affect the representations and
warranties or the right of Agent and Lender to rely upon them.
(e)
Severability. Any provision of this Amendment held by a court of competent jurisdiction to be invalid or
unenforceable shall not impair or invalidate the remainder of this Amendment.
(f)
Reviewed by Attorneys. Each Loan Party hereby represents and warrants to Agent and Lender that it (a)
understands fully the terms of this Amendment and the consequences of the execution and delivery of this Amendment, (b) has
been afforded an opportunity to discuss this Amendment and have this Amendment reviewed by, such attorneys and other
Persons as such Guarantor or any such Borrower may wish, and (c) has entered into this Amendment and executed and
delivered all documents in connection herewith of its own free will and accord and without threat, duress or other coercion of
any kind by any Person. The parties hereto acknowledge and agree that none of this Amendment or the other documents
executed pursuant hereto shall be construed more favorably in favor of one than the other based upon which party drafted the
same, it being acknowledged that all parties hereto contributed substantially to the negotiation and preparation of this
Amendment and all of the other documents executed pursuant hereto or in connection herewith.
(g)
Relationship. Each Loan Party hereby agrees that the relationship among Agent and Lender, on the one
hand, and each Loan Party, on the other hand, is that of creditor and debtor and not that of partners or joint venturers. Neither
this Amendment nor any of the other Loan Documents constitute a partnership agreement, or any other association among
Agent and Lender, on the one hand, and each Loan Party, on the other hand. Each Loan Party acknowledges that Agent and
Lender have acted at all times only as a creditor to each Loan Party within the normal and usual scope of the activities normally
undertaken by a creditor and in no event has Agent or Lender attempted to exercise any control over the Loan Parties or their
respective businesses or affairs. Each Loan Party further acknowledges that Agent and Lender have not taken or failed to take
any action under or in connection with its respective rights under the Credit Agreement and the Loan Documents that in any
way or to any extent has interfered with or adversely affects any ownership of Collateral by any Loan Party.
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(h)
Acknowledgement and Reaffirmation. Except as expressly set forth herein, this Amendment (i) shall not
by implication or otherwise limit, impair, constitute a waiver of or otherwise affect the rights and remedies of Agent and Lender
under the Credit Agreement or any other Loan Document, and (ii) shall not alter, modify, amend or in any way affect any of the
terms, conditions, obligations, covenants or agreements contained in the Credit Agreement or any other provision of either such
agreement or any other Loan Document. Except as expressly set forth herein, each and every term, condition, obligation,
covenant and agreement contained in the Credit Agreement or any other Loan Document is hereby ratified and re- affirmed in
all respects and shall continue in full force and effect. Each Loan Party reaffirms its obligations under the Loan Documents to
which it is party and the validity of the Liens granted by it pursuant to the Loan Documents. This Amendment shall constitute a
Loan Document for purposes of the Credit Agreement and from and after the date hereof, all references to the Credit Agreement
in any Loan Document and all references in the Credit Agreement to “this Amendment”, “hereunder”, “hereof” or words of like
import referring to the Credit Agreement,
shall, unless expressly provided otherwise, refer to the Credit Agreement as amended by this Amendment. Each Loan Party
hereby consents to this Amendment and confirm that all obligations of such Loan Party under the Loan Documents to which
such Loan Party is a party shall continue to apply to the Credit Agreement as amended hereby.
(i)
Release; No Action, Claims, Etc. In consideration of Agent’s and Lender’s willingness to enter into this
Amendment, each of the Loan Parties hereby releases and forever discharges Agent and Lender and each of Agent’s and
Lender’s predecessors, successors, assigns, officers, managers, directors, employees, agents, attorneys, representatives and
affiliates from any and all claims, counterclaims, demands, damages, debts, suits, liabilities, actions and causes of action of any
nature whatsoever, in each case to the extent arising in connection with the Loan Documents through the date of this
Amendment, whether arising at law or in equity, whether known or unknown, whether liability be direct or indirect, liquidated
or unliquidated, whether absolute or contingent, foreseen or unforeseen, and whether or not heretofore asserted, which any
Borrower may have or claim to have against Agent and/or Lender. As of the date hereof, each of the Loan Parties hereby
acknowledges and confirms that it has no knowledge of any actions, causes of action, claims, demands, damages and liabilities
of whatever kind or nature, in law or in equity, against Agent and/or Lender, or any of Agent’s and/or Lender’s officers,
employees, representatives, agents, counsel or directors arising from any action by such Persons, or failure of such Persons to
act under the Credit Agreement on or prior to the date hereof.
(j)
Counterparts. This Amendment may be executed in any number of counterparts, but all of such
counterparts shall together constitute but one and the same agreement. Receipt by telecopy, facsimile or email transmission of
any executed signature page to this Amendment shall constitute effective delivery of such signature page.
(k)
Interpretation. Wherever possible, each provision of this Amendment shall be interpreted in such a
manner as to be effective and valid under applicable law, but if any provision of this Amendment shall be prohibited by or
invalid under applicable law, such provision shall be ineffective to the extent of such prohibition or invalidity, without
invalidating the remainder of such provision or the remaining provisions of this Amendment.
(l)
Headings. The headings of this Amendment are for purposes of reference only and shall not limit or
otherwise affect the meaning hereof.
(m)

Entirety. This Amendment and the other Loan Documents embody the entire
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agreement between the parties and supersede all prior agreements and understandings, if any, relating to the subject matter
hereof. This Amendment and the other Loan Documents represent the final agreement between the parties and may not be
contradicted by evidence of prior, contemporaneous or subsequent oral agreements of the parties.
(n)
CHOICE OF LAW AND VENUE; JURY TRIAL WAIVER; BINDING EFFECT. THIS
AMENDMENT SHALL BE SUBJECT TO THE PROVISIONS REGARDING CHOICE OF LAW AND VENUE; JURY
TRIAL WAIVER; BINDING EFFECT SET FORTH IN SECTION 12 OF THE CREDIT AGREEMENT, AND SUCH
PROVISIONS ARE INCORPORATED HEREIN BY THIS REFERENCE, MUTATIS MUTANDIS.
[SIGNATURE PAGES FOLLOW]
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(Signature Page to Consent Under and First Amendment to Amended and Restated Credit Agreement)
IN WITNESS WHEREOF, the parties have caused this Amendment to be executed as of the date first written above.

PARENT AND GUARANTOR:
SEASPINE HOLDINGS CORPORATION,
a Delaware corporation
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
BORROWERS:
SEASPINE ORTHOPEDICS
CORPORATION, a Delaware corporation
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
SEASPINE, INC., a Delaware corporation
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
ISOTIS, INC., a Delaware corporation
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
SEASPINE SALES LLC, a Delaware limited
liability company
By: SeaSpine, Inc., its sole member
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
ISOTIS ORTHOBIOLOGICS, INC.,
a Washington corporation
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
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(Signature Page to Consent Under and First Amendment to Amended and Restated Credit Agreement)

THEKEN SPINE, LLC, an Ohio limited liability
company
SeaSpine Orthopedics Corporation, its sole
By: member
By: /s/ John Bostjancic
John Bostjancic
Chief Financial Officer
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(Signature Page to Consent Under and First Amendment to Amended and Restated Credit Agreement)
IN WITNESS WHEREOF, the parties have caused this Amendment to be executed as of the date first written above.

AGENT & A LENDER:

PARENT AND GUARANTOR:
WELLS FARGO BANK, NATIONAL
ASSOCIATION, a national banking association
By: /s/ Rina Shinoda
Title: Authorized Signatory
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EXHIBIT 10.5
SEASPINE HOLDINGS CORPORATION
2020 EMPLOYMENT INDUCEMENT INCENTIVE AWARD PLAN
ARTICLE 1.
PURPOSE
The purpose of the SeaSpine Holdings Corporation 2020 Employment Inducement Incentive Award Plan (the “Plan”) is
to promote the success and enhance the value of SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), by
linking the individual interests of Eligible Individuals to those of the Company’s stockholders and by providing such individuals
with an incentive for outstanding performance to generate superior returns to the Company’s stockholders. The Plan is further
intended to provide flexibility to the Company and its subsidiaries in their ability to motivate, attract, and retain the services of
the Eligible Individuals upon whose judgment, interest, and special effort the successful conduct of the Company’s operation is
largely dependent.
ARTICLE 2.
DEFINITIONS AND CONSTRUCTION
Wherever the following terms are used in the Plan they shall have the meanings specified below, unless the context
clearly indicates otherwise. The singular pronoun shall include the plural where the context so indicates.
2.1

“Administrator” shall mean the entity that conducts the general administration of the Plan as provided in Article 10

hereof.
2.2 “Affiliate” shall mean any Parent or any Subsidiary.
2.3
“Applicable Accounting Standards” shall mean Generally Accepted Accounting Principles in the United States,
International Financial Reporting Standards or such other accounting principles or standards as may apply to the Company’s
financial statements under United States federal securities laws from time to time.
2.4
“Applicable Law” shall mean any applicable law, including without limitation, (a) provisions of the Code, the
Securities Act, the Exchange Act and any rules or regulations thereunder; (b) corporate, securities, tax or other laws, statutes,
rules, requirements or regulations, whether federal, state, local or foreign; and (c) rules of any securities exchange, national
market system or automated quotation system on which the Shares are listed, quoted or traded.
2.5 “Award” shall mean an Option, a Restricted Stock award, a Performance Award, a Dividend Equivalent award, a
Stock Payment award, a Restricted Stock Unit award, a Performance Share award, an Other Incentive Award or a Stock
Appreciation Right, which may be awarded or granted under the Plan.
2.6 “Award Agreement” shall mean any written notice, agreement, contract or other instrument or document evidencing
an Award, including through electronic medium, which shall contain such terms and conditions with respect to an Award as the
Administrator shall determine, consistent with the Plan.
2.7 “Board” shall mean the Board of Directors of the Company.

2.8 “Cause” shall mean, with respect to any Participant, “Cause” as defined in such Participant’s employment agreement
or severance agreement with the Company if such an agreement exists and contains a definition of Cause or, if no such agreement
exists or such agreement does not contain a definition of Cause, then Cause shall mean (a) the Participant’s neglect of duties or
responsibilities that he or she is required to perform for the Company or any willful failure by the Participant to obey a lawful
direction of the Board or the Company; (b) the Participant’s engaging in any act of dishonesty, fraud, embezzlement,
misrepresentation or other act of moral turpitude; (c) the Participant’s knowing violation of any federal or state law or regulation
applicable to the Company’s business; (d) the Participant’s material breach of any confidentiality, non-compete agreement or
invention assignment agreement or any other material agreement between the Participant and the Company; (e) the Participant’s
conviction of, or plea of nolo contendere to, any felony or crime of moral turpitude which conviction or plea is materially and
demonstrably injurious to the Company or any of its subsidiaries; (f) failure by the Participant to comply with the Company’s
material written policies or rules; or (g) the Participant’s act or omission in the course of his or her employment which constitutes
gross negligence or willful misconduct.
2.9 “Change in Control” shall mean the occurrence of any of the following events:
(a)
A transaction or series of transactions (other than an offering of Shares to the general public through a
registration statement filed with the Securities and Exchange Commission) whereby any “person” or related “group” of “persons”
(as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the Company, any Parent or any
Subsidiary, an employee benefit plan maintained by any of the foregoing entities or a “person” that, prior to such transaction,
directly or indirectly controls, is controlled by, or is under common control with, the Company) directly or indirectly acquires
beneficial ownership (within the meaning of Rule 13d-3 under the Exchange Act) of securities of the Company possessing more
than fifty percent (50%) of the total combined voting power of the Company’s securities outstanding immediately after such
acquisition; or
(b) During any period of two (2) consecutive years, individuals who, at the beginning of such period, constitute
the Board together with any new director(s) (other than a director designated by a person who shall have entered into an
agreement with the Company to effect a transaction described in Section 2.9(a) or Section 2.9(c) hereof) whose election by the
Board or nomination for election by the Company’s stockholders was approved by a vote of at least two-thirds (2/3) of the
directors then still in office who either were directors at the beginning of the two (2)-year period or whose election or nomination
for election was previously so approved, cease for any reason to constitute a majority thereof; or
(c) The consummation by the Company (whether directly involving the Company or indirectly involving the
Company through one or more intermediaries) of (x) a merger, consolidation, reorganization, or business combination, (y) a sale
or other disposition of all or substantially all of the Company’s assets in any single transaction or series of related transactions or
(z) the acquisition of assets or stock of another entity, in each case, other than a transaction:
(i)
Which results in the Company’s voting securities outstanding immediately before the transaction
continuing to represent (either by remaining outstanding or by being converted into voting securities of the Company or the
person that, as a result of the transaction, controls, directly or indirectly, the Company or owns, directly or indirectly, all or
substantially all of the Company’s assets or otherwise succeeds to the business of the Company (the Company or such person, the
“Successor Entity”)) directly or indirectly, at least a majority of the combined voting power of the Successor Entity’s outstanding
voting securities immediately after the transaction, and

(ii) After which no person or group beneficially owns voting securities representing fifty percent (50%)
or more of the combined voting power of the Successor Entity; provided, however, that no person or group shall be treated for
purposes of this Section 2.9(c)(ii) as beneficially owning fifty percent (50%) or more of the combined voting power of the
Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the transaction; or
(d) Approval by the Company’s stockholders of a liquidation or dissolution of the Company.
Notwithstanding the foregoing, if a Change in Control constitutes a payment event with respect to any Award (or any
portion of an Award) that provides for the deferral of compensation that is subject to Section 409A of the Code, to the extent
required to avoid the imposition of additional taxes under Section 409A of the Code, the transaction or event described in
subsection (a), (b), (c) or (d) with respect to such Award (or portion thereof) shall only constitute a Change in Control for
purposes of the payment timing of such Award if such transaction also constitutes a “change in control event” (within the
meaning of Code Section 409A). Consistent with the terms of this Section 2.9, the Administrator shall have full and final
authority to determine conclusively whether a Change in Control of the Company has occurred pursuant to the above definition,
the date of the occurrence of such Change in Control and any incidental matters relating thereto; provided that any exercise of
authority in conjunction with a determination of whether a Change in Control is a “change in control event” as defined in
Treasury Regulation Section 1.409A-3(i)(5) shall be consistent with such regulation.
2.10
“Code” shall mean the Internal Revenue Code of 1986, as amended from time to time, together with the
regulations and official guidance promulgated thereunder, whether issued prior or subsequent to the grant of any Award.
2.11 “Committee” shall mean the Compensation Committee of the Board, or another committee or subcommittee of the
Board described in Article 10 hereof.
2.12

“Common Stock” shall mean the common stock of the Company, par value $0.01 per share.

2.13

“Company” shall mean SeaSpine Holdings Corporation, a Delaware corporation.

2.14 “Consultant” shall mean (a) any consultant or advisor of the Company or any Parent or Subsidiary who qualifies as
a consultant or advisor under the applicable rules of Form S-8 Registration Statement or (b) any other individual who is
determined by the Administrator to be a Consultant for purposes of the Plan.
2.15

“Director” shall mean a member of the Board, as constituted from time to time.

2.16 “Dividend Equivalent” shall mean a right to receive the equivalent value (in cash or Shares) of dividends paid on
Shares, awarded under Section 8.2 hereof.
2.17 “DRO” shall mean a “domestic relations order” as defined by the Code or Title I of the Employee Retirement
Income Security Act of 1974, as amended from time to time, or the rules thereunder.

2.18 “Eligible Individual” shall mean any prospective Employee who has not previously been an Employee or Director
of the Company or an Affiliate, or who is commencing employment with the Company or an Affiliate following a bona fide
period of non-employment by the Company or an Affiliate, if he or she is granted an Award in connection with his or her
commencement of employment with the Company or an Affiliate and such grant is an inducement material to his or her entering
into employment with the Company or an Affiliate (within the meaning of Nasdaq Stock Market Rule IM-5636-1 or any
successor rule, if the Company’s securities are traded on the Nasdaq Stock Market, and/or the applicable requirements of any
other established stock exchange on which the Company’s securities are traded, as applicable, as such rules and requirements
may be amended from time to time). The Administrator may in its discretion adopt procedures from time to time to ensure that a
prospective Employee is eligible to participate in the Plan prior to the granting of any Awards to such individual under the Plan
(including without limitation a requirement that each such prospective Employee certify to the Company prior to the receipt of an
Award under the Plan that he or she has not been previously employed by the Company or an Affiliate, or if previously
employed, has had a bona fide period of non-employment, and that the grant of Awards under the Plan is an inducement material
to his or her agreement to enter into employment with the Company or an Affiliate).
2.19 “Employee” shall mean any officer or other employee (within the meaning of Section 3401(c) of the Code) of the
Company or any Parent or Subsidiary.
2.20 “Equity Restructuring” shall mean a nonreciprocal transaction between the Company and its stockholders, such as
a stock dividend, stock split, spin-off, rights offering or recapitalization through a large, nonrecurring cash dividend, that affects
the number or kind of Shares (or other securities of the Company) or the share price of Common Stock (or other securities) and
causes a change in the per share value of the Common Stock underlying outstanding stock-based Awards.
2.21

“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended from time to time.

2.22

“Fair Market Value” shall mean, as of any given date, the value of a Share determined as follows:

(a)
If the Common Stock is (i) listed on any established securities exchange (such as the New York Stock
Exchange, the NASDAQ Capital Market, the NASDAQ Global Market and the NASDAQ Global Select Market), (ii) listed on
any national market system or (iii) listed, quoted or traded on any automated quotation system, its Fair Market Value shall be the
closing sales price for a Share as quoted on such exchange or system for such date or, if there is no closing sales price for a Share
on the date in question, the closing sales price for a Share on the last preceding date for which such quotation exists, as reported
in The Wall Street Journal or such other source as the Administrator deems reliable;
(b)
If the Common Stock is not listed on an established securities exchange, national market system or
automated quotation system, but the Common Stock is regularly quoted by a recognized securities dealer, its Fair Market Value
shall be the mean of the high bid and low asked prices for such date or, if there are no high bid and low asked prices for a Share
on such date, the high bid and low asked prices for a Share on the last preceding date for which such information exists, as
reported in The Wall Street Journal or such other source as the Administrator deems reliable; or
(c)
If the Common Stock is neither listed on an established securities exchange, national market system or
automated quotation system nor regularly quoted by a recognized securities dealer, its Fair Market Value shall be established by
the Administrator in good faith.

2.23
“Full Value Award” shall mean any Award that is settled in Shares other than: (a) an Option, (b) a Stock
Appreciation Right or (c) any other Award for which the Participant pays the intrinsic value existing as of the date of grant
(whether directly or by foregoing a right to receive a payment from the Company or any Affiliate).
2.24
“Good Reason” shall mean, with respect to any Participant, “Good Reason” as defined in an employment,
severance or applicable award agreement between such Participant and the Company if such an agreement exists and contains a
definition of Good Reason or, if no such agreement exists or such agreement does not contain a definition of Good Reason, then
Good Reason shall mean, without the express written consent of the Participant, the occurrence of any of the following:
(d)
a material diminution in the Participant’s authority, duties or responsibilities or the assignment of duties
to the Participant that are materially inconsistent with the Participant’s position with the Company;
(e)

a material reduction in the Participant’s base salary; and/or

(f)
a change in the geographic location at which the Participant must perform services to a location more
than 50 miles from the location at which the Participant normally performs such services as of the date of grant of the award,
provided, that the Participant’s resignation shall only constitute a resignation for Good Reason if (i) the Participant provides the
Company with a notice of termination for Good Reason within 30 days after the initial existence of the facts or circumstances
constituting Good Reason, (ii) the Company has failed to cure such facts or circumstances within 30 days after receipt of the
notice of termination, and (iii) the date of termination occurs no later than 60 days after the initial occurrence of the facts or
circumstances constituting Good Reason.
2.25 “Independent Director” shall mean a Director of the Company who is not an Employee of the Company and who
qualifies as “independent” within the meaning of Nasdaq Stock Market Rule 5605(a)(2), or any successor rule, if the Company’s
securities are traded on the Nasdaq Stock Market, and/or the applicable requirements of any other established stock exchange on
which the Company’s securities are traded, as applicable, as such rules and requirements may be amended from time to time.
2.26 “Non-Employee Director” shall mean a Director of the Company who qualifies as a “Non-Employee Director” as
defined in Rule 16b-3(b)(3) of the Exchange Act, or any successor definition.
2.27 “Non-Qualified Stock Option” shall mean an Option that is not an incentive stock option within the meaning of
Section 422 of the Code.
2.28 “Option” shall mean a right to purchase Shares at a specified exercise price, granted under Article 5 hereof. Any
Option granted under the Plan shall be a Non-Qualified Stock Option.
2.29 “Other Incentive Award” shall mean an Award denominated in, linked to or derived from Shares or value metrics
related to Shares, granted pursuant to Section 8.6 hereof.
2.30 “Parent” shall mean any entity (other than the Company), whether domestic or foreign, in an unbroken chain of
entities ending with the Company if each of the entities other than the Company beneficially owns, at the time of the
determination, securities or interests representing more than fifty percent (50%) of the total combined voting power of all classes
of securities or interests in one of the other entities in such chain.

2.31

“Participant” shall mean an Eligible Individual who has been granted an Award pursuant to the Plan.

2.32

“Performance Award” shall mean an Award that is granted under Section 8.1 hereof.

2.33 “Performance Share” shall mean a contractual right awarded under Section 9.5 hereof to receive a number of
Shares or the cash value of such number of Shares based on the attainment of specified performance goals or other criteria
determined by the Administrator.
2.34
“Permitted Transferee” shall mean, with respect to a Participant, any “family member” of the Participant, as
defined under the General Instructions to Form S-8 Registration Statement under the Securities Act or any successor Form
thereto.
2.35 “Plan” shall mean this SeaSpine Holdings Corporation 2020 Employment Inducement Incentive Award Plan, as it
may be amended from time to time.
2.36 “Program” shall mean any program adopted by the Administrator pursuant to the Plan containing the terms and
conditions intended to govern a specified type of Award granted under the Plan and pursuant to which such type of Award may be
granted under the Plan.
2.37 “Qualifying Termination” shall mean a termination of a Participant’s service (i) by the Company without Cause or
(ii) by the Participant for Good Reason.
2.38 “Restricted Stock” shall mean an award of Shares made under Article 7 hereof that is subject to certain restrictions
and may be subject to risk of forfeiture.
2.39 “Restricted Stock Unit” shall mean a contractual right awarded under Section 8.4 hereof to receive in the future a
Share or the cash value of a Share.
2.40

“Securities Act” shall mean the Securities Act of 1933, as amended.

2.41

“Share Limit” shall have the meaning provided in Section 3.1(a) hereof.

2.42

“Shares” shall mean shares of Common Stock.

2.43

“Stock Appreciation Right” shall mean a stock appreciation right granted under Article 5 hereof.

2.44

“Stock Payment” shall mean a payment in the form of Shares awarded under Section 8.3 hereof.

2.45 “Subsidiary” shall mean (a) a corporation, association or other business entity of which fifty percent (50%) or more
of the total combined voting power of all classes of capital stock is owned, directly or indirectly, by the Company and/or by one
or more Subsidiaries, (b) any partnership or limited liability company of which fifty percent (50%) or more of the equity interests
are owned, directly or indirectly, by the Company and/or by one or more Subsidiaries and (c) any other entity not described in
clauses (a) or (b) above of which fifty percent (50%) or more of the ownership and the power (whether voting interests or
otherwise), pursuant to a written contract or agreement, to direct the policies and management or the financial and the other
affairs thereof, are owned or controlled by the Company and/or by one or more Subsidiaries.
2.46

“Successor Entity” shall have the meaning provided in Section 2.9(c)(i) hereof.

2.47

“Termination of Service” shall mean:

(a) As to a Consultant, the time when the engagement of a Participant as a Consultant to the Company and its
Affiliates is terminated for any reason, with or without cause, including, without limitation, by resignation, discharge, death or
retirement, but excluding terminations where the Consultant simultaneously commences or remains in employment and/or
service as an Employee and/or Director with the Company or any Affiliate.
(b) As to a non-employee director, the time when a Participant who is a non-employee director ceases to be a
Director for any reason, including, without limitation, a termination by resignation, failure to be elected, death or retirement, but
excluding terminations where the Participant simultaneously commences or remains in employment and/or service as an
Employee and/or Consultant with the Company or any Affiliate.
(c)
As to an Employee, the time when the employee-employer relationship between a Participant and the
Company and its Affiliates is terminated for any reason, including, without limitation, a termination by resignation, discharge,
death, disability or retirement, but excluding terminations where the Participant simultaneously commences or remains in service
as a Consultant and/or Director with the Company or any Affiliate.
The Administrator, in its sole discretion, shall determine the effect of all matters and questions relating to any Termination
of Service, including, without limitation, whether a Termination of Service has occurred, whether any Termination of Service
resulted from a discharge for cause and whether any particular leave of absence constitutes a Termination of Service. For
purposes of the Plan, a Participant’s employee-employer relationship or consultancy relationship shall be deemed to be
terminated in the event that the Affiliate employing or contracting with such Participant ceases to remain an Affiliate following
any merger, sale of stock or other corporate transaction or event (including, without limitation, a spin-off).
ARTICLE 3.
SHARES SUBJECT TO THE PLAN
3.1 Number of Shares.
(a) Subject to Sections 3.1(b), 11.1 and 11.2 hereof, the aggregate number of Shares which may be issued or
transferred pursuant to Awards under the Plan shall be equal to 2,000,000 Shares (the “Share Limit”).

(b) If any Shares subject to an Award are forfeited or expire or such Award is settled for cash (in whole or in
part), the Shares subject to such Award shall, to the extent of such forfeiture, expiration or cash settlement, again be available for
future grants of Awards under the Plan and shall be added back to the Share Limit in the same number of Shares as were debited
from the Share Limit in respect of the grant of such Award (as may be adjusted in accordance with Section 11.2 hereof).
Notwithstanding anything to the contrary contained herein, the following Shares shall not be added back to the Share Limit and
will not be available for future grants of Awards: (i) Shares tendered by a Participant or withheld by the Company in payment of
the exercise price of an Option or Stock Appreciation Right; (ii) Shares tendered by a Participant or withheld by the Company to
satisfy any tax withholding obligation with respect to an Option or a Stock Appreciation Right; (iii) Shares subject to a Stock
Appreciation Right that are not issued in connection with the stock settlement of the Stock Appreciation Right on exercise
thereof; and (iv) Shares purchased on the open market with the cash proceeds from the exercise of Options or otherwise. Shares
tendered by a Participant or withheld by the Company to satisfy any tax withholding obligation with respect to a Full Value
Award shall be added back to the Share Limit in the same number of Shares as were debited from the Share Limit in respect of
the grant of such Award (as may be adjusted in accordance with Section 11.2 hereof). Any Shares repurchased by the Company
under Section 7.4 hereof at the same price paid by the Participant so that such Shares are returned to the Company will again be
available for Awards. The payment of Dividend Equivalents in cash in conjunction with any outstanding Awards shall not be
counted against the Shares available for issuance under the Plan.
3.2 Stock Distributed. Any Shares distributed pursuant to an Award may consist, in whole or in part, of authorized and
unissued Common Stock, treasury Common Stock or Common Stock purchased on the open market.
ARTICLE 4.
GRANTING OF AWARDS
4.1 Participation. The Administrator may, from time to time, select from among all Eligible Individuals, those to whom
one or more Awards shall be granted and shall determine the nature and amount of each Award, which shall not be inconsistent
with the requirements of the Plan. No Eligible Individual shall have any right to be granted an Award pursuant to the Plan.
4.2
Award Agreement. Each Award shall be evidenced by an Award Agreement stating the terms and conditions
applicable to such Award, consistent with the requirements of the Plan and any applicable Program.
4.3
Limitations Applicable to Section 16 Persons. Notwithstanding anything contained herein to the contrary, with
respect to any Award granted or awarded to any individual who is then subject to Section 16 of the Exchange Act, the Plan, any
applicable Program and the applicable Award Agreement shall be subject to any additional limitations set forth in any applicable
exemptive rule under Section 16 of the Exchange Act (including Rule 16b‑3 of the Exchange Act and any amendments thereto)
that are requirements for the application of such exemptive rule, and such additional limitations shall be deemed to be
incorporated by reference into such Award to the extent permitted by Applicable Law.

4.4
At-Will Service. Nothing in the Plan or in any Program or Award Agreement hereunder shall confer upon any
Participant any right to continue as an Employee, Director or Consultant of the Company or any Affiliate, or shall interfere with
or restrict in any way the rights of the Company or any Affiliate, which rights are hereby expressly reserved, to discharge any
Participant at any time for any reason whatsoever, with or without cause, and with or without notice, or to terminate or change all
other terms and conditions of any Participant’s employment or engagement, except to the extent expressly provided otherwise in
a written agreement between the Participant and the Company or any Affiliate.
4.5 Foreign Participants. Notwithstanding any provision of the Plan to the contrary, in order to comply with the laws in
other countries in which the Company and its Affiliates operate or have Eligible Individuals, or in order to comply with the
requirements of any foreign securities exchange, the Administrator, in its sole discretion, shall have the power and authority to:
(a) determine which Affiliates shall be covered by the Plan; (b) determine which Eligible Individuals outside the United States
are eligible to participate in the Plan; (c) modify the terms and conditions of any Program or any Award granted to Eligible
Individuals outside the United States to comply with applicable foreign laws or listing requirements of any such foreign securities
exchange; (d) establish subplans and modify exercise procedures and other terms and procedures, to the extent such actions may
be necessary or advisable; provided, however, that no such subplans and/or modifications shall increase the Share Limit; and (e)
take any action, before or after an Award is made, that it deems advisable to obtain approval or comply with any necessary local
governmental regulatory exemptions or approvals or listing requirements of any such foreign securities exchange.
Notwithstanding the foregoing, the Administrator may not take any actions hereunder, and no Awards shall be granted, that
would violate Applicable Law.
4.6
Stand-Alone and Tandem Awards. Awards granted pursuant to the Plan may, in the sole discretion of the
Administrator, be granted either alone, in addition to, or in tandem with, any other Award granted pursuant to the Plan. Awards
granted in addition to or in tandem with other Awards may be granted either at the same time as or at a different time from the
grant of such other Awards.
ARTICLE 5.
GRANTING OF OPTIONS AND STOCK APPRECIATION RIGHTS
5.1 Granting of Options and Stock Appreciation Rights to Eligible Individuals. The Administrator is authorized to grant
Options and Stock Appreciation Rights to Eligible Individuals from time to time, in its sole discretion, on such terms and
conditions as it may determine which shall not be inconsistent with the Plan.
5.2 Option and Stock Appreciation Right Exercise Price. The exercise price per Share subject to each Option and Stock
Appreciation Right shall be set by the Administrator, but shall not be less than one hundred percent (100%) of the Fair Market
Value of a Share on the date the Option or Stock Appreciation Right, as applicable, is granted.

5.3 Option and Stock Appreciation Right Term. The term of each Option and of each Stock Appreciation Right shall be
set by the Administrator in its sole discretion; provided, however, that the term shall not be more than ten (10) years from the
date the Option or Stock Appreciation Right, as applicable, is granted. The Administrator shall determine the time period,
including the time period following a Termination of Service, during which the Participant has the right to exercise the vested
Options or Stock Appreciation Rights, which time period may not extend beyond the stated term of the Option or Stock
Appreciation Right. Except as limited by the requirements of Section 409A of the Code, the Administrator may extend the term
of any outstanding Option or Stock Appreciation Right, and may extend the time period during which vested Options or Stock
Appreciation Rights may be exercised, in connection with any Termination of Service of the Participant, and may amend any
other term or condition of such Option or Stock Appreciation Right relating to such a Termination of Service.

5.4 Option and Stock Appreciation Right Vesting.
(a) The terms and conditions pursuant to which an Option or Stock Appreciation Right vests in the Participant
and becomes exercisable shall be determined by the Administrator and set forth in the applicable Award Agreement. Such vesting
may be based on service with the Company or any Affiliate, or any other criteria selected by the Administrator. At any time after
the grant of an Option or Stock Appreciation Right, the Administrator may, in its sole discretion and subject to whatever terms
and conditions it selects, accelerate the vesting of the Option or Stock Appreciation Right.
(b) No portion of an Option or Stock Appreciation Right which is unexercisable at a Participant’s Termination of
Service shall thereafter become exercisable, except as may be otherwise provided by the Administrator either in an applicable
Program, the applicable Award Agreement or by action of the Administrator following the grant of the Option or Stock
Appreciation Right.
5.5 Substitution of Stock Appreciation Rights. The Administrator may, in its sole discretion, substitute an Award of
Stock Appreciation Rights for an outstanding Option at any time prior to or upon exercise of such Option; provided, however,
that such Stock Appreciation Rights shall be exercisable with respect to the same number of Shares for which such substituted
Option would have been exercisable, and shall also have the same exercise price and remaining term as the substituted Option.
ARTICLE 6.
EXERCISE OF OPTIONS AND STOCK APPRECIATION RIGHTS
6.1 Partial Exercise. An exercisable Option or Stock Appreciation Right may be exercised in whole or in part. However,
an Option or Stock Appreciation Right shall not be exercisable with respect to fractional shares and the Administrator may
require that, by the terms of the Option or Stock Appreciation Right, a partial exercise must be with respect to a minimum
number of Shares.
6.2
Manner of Exercise. All or a portion of an exercisable Option or Stock Appreciation Right shall be deemed
exercised upon delivery of all of the following to the stock administrator of the Company, or such other person or entity
designated by the Administrator, or his, her or its office, as applicable:
(a) A written or electronic notice complying with the applicable rules established by the Administrator stating
that the Option or Stock Appreciation Right, or a portion thereof, is exercised. The notice shall be signed by the Participant or
other person then-entitled to exercise the Option or Stock Appreciation Right or such portion of the Option or Stock Appreciation
Right;

(b) Such representations and documents as the Administrator, in its sole discretion, deems necessary or advisable
to effect compliance with Applicable Law. The Administrator may, in its sole discretion, also take such additional actions as it
deems appropriate to effect such compliance including; without limitation, placing legends on share certificates and issuing stop
transfer notices to agents and registrars;
(c) In the event that the Option or Stock Appreciation Right shall be exercised pursuant to Section 9.3 hereof by
any person or persons other than the Participant, appropriate proof of the right of such person or persons to exercise the Option or
Stock Appreciation Right, as determined in the sole discretion of the Administrator; and
(d) Full payment of the exercise price and applicable withholding taxes for the Shares with respect to which the
Option or Stock Appreciation Right, or portion thereof, is exercised, in a manner permitted by the Administrator in accordance
with Sections 9.1 and 9.2 hereof.
ARTICLE 7.
RESTRICTED STOCK
7.1 Award of Restricted Stock.
(a) The Administrator is authorized to grant Restricted Stock to Eligible Individuals, and shall determine the
terms and conditions, including the restrictions applicable to each award of Restricted Stock, which terms and conditions shall
not be inconsistent with the Plan, and may impose such conditions on the issuance of such Restricted Stock as it deems
appropriate.
(b)
The Administrator shall establish the purchase price, if any, and form of payment for Restricted Stock;
provided, however, that if a purchase price is charged, such purchase price shall be no less than the par value of the Shares to be
purchased, unless otherwise permitted by Applicable Law. In all cases, legal consideration shall be required for each issuance of
Restricted Stock to the extent required by Applicable Law.
7.2 Rights as Stockholders. Subject to Section 7.4 hereof, upon issuance of Restricted Stock, the Participant shall have,
unless otherwise provided by the Administrator, all the rights of a stockholder with respect to said shares, subject to the
restrictions in an applicable Program or in the applicable Award Agreement, including the right to receive all dividends and other
distributions paid or made with respect to the shares; provided, however, that, in the sole discretion of the Administrator, any
extraordinary distributions with respect to the shares shall be subject to the restrictions set forth in Section 7.3 hereof. In addition,
with respect Restricted Stock that is subject to vesting, dividends which are paid prior to vesting shall only be paid out to the
Participant to the extent that the vesting conditions are subsequently satisfied and the share of Restricted Stock vests.
7.3 Restrictions. All shares of Restricted Stock (including any shares received by Participants thereof with respect to
shares of Restricted Stock as a result of stock dividends, stock splits or any other form of recapitalization) shall, in the terms of an
applicable Program or the applicable Award Agreement, be subject to such restrictions and vesting requirements as the
Administrator shall provide. By action taken after the Restricted Stock is issued, the Administrator may, on such terms and
conditions as it may determine to be appropriate, accelerate the vesting of such Restricted Stock by removing any or all of the
restrictions imposed by the terms of any Program or by the applicable Award Agreement. Restricted Stock may not be sold or
encumbered until all restrictions are terminated or expire.

7.4 Repurchase or Forfeiture of Restricted Stock. If no purchase price was paid by the Participant for the Restricted
Stock, upon a Termination of Service, the Participant’s rights in unvested Restricted Stock then subject to restrictions shall lapse
and be forfeited, and such Restricted Stock shall be surrendered to the Company and cancelled without consideration. If a
purchase price was paid by the Participant for the Restricted Stock, upon a Termination of Service the Company shall have the
right to repurchase from the Participant the unvested Restricted Stock then-subject to restrictions at a cash price per share equal to
the price paid by the Participant for such Restricted Stock or such other amount as may be specified in an applicable Program or
the applicable Award Agreement. The Administrator in its sole discretion may provide that, upon certain events, including
without limitation the Participant’s death, retirement or disability, any other specified Termination of Service or any other event,
the Participant’s rights in unvested Restricted Stock shall not terminate, such Restricted Stock shall vest and cease to be
forfeitable and, if applicable, the Company shall cease to have a right of repurchase.
7.5 Certificates for Restricted Stock. Restricted Stock granted pursuant to the Plan may be evidenced in such manner as
the Administrator shall determine. Certificates or book entries evidencing shares of Restricted Stock must include an appropriate
legend referring to the terms, conditions, and restrictions applicable to such Restricted Stock, and the Company may, in its sole
discretion, retain physical possession of any stock certificate until such time as all applicable restrictions lapse.
7.6 Section 83(b) Election. If a Participant makes an election under Section 83(b) of the Code to be taxed with respect to
the Restricted Stock as of the date of transfer of the Restricted Stock rather than as of the date or dates upon which the Participant
would otherwise be taxable under Section 83(a) of the Code, the Participant shall be required to deliver a copy of such election to
the Company promptly after filing such election with the Internal Revenue Service.
7.7 Death or Disability. Except as otherwise determined by the Administrator, in the event of a Participant’s death or
disability (within the meaning of a “permanent and total disability” under Section 22(e)(3) of the Code), all restrictions on such
Participant’s Restricted Stock (other than Restricted Stock granted to Participants in France) shall lapse and such Restricted Stock
shall become vested Shares.
ARTICLE 8.
PERFORMANCE AWARDS; DIVIDEND EQUIVALENTS; STOCK PAYMENTS; RESTRICTED STOCK UNITS;
PERFORMANCE SHARES; OTHER INCENTIVE AWARDS
8.1 Performance Awards.
(a)
The Administrator is authorized to grant Performance Awards to any Eligible Individual. The value of
Performance Awards may be linked to any one or more of the performance criteria or other specific criteria determined by the
Administrator, in each case on a specified date or dates or over any period or periods determined by the Administrator.
(b) Without limiting Section 8.1(a) hereof, the Administrator may grant Performance Awards to any Eligible
Individual in the form of a cash bonus payable upon the attainment of objective performance goals, or such other criteria, whether
or not objective, which are established by the Administrator, in each case on a specified date or dates or over any period or
periods determined by the Administrator.
8.2 Dividend Equivalents.

(a) Subject to Section 8.2(b) hereof, Dividend Equivalents may be granted by the Administrator, either alone or
in tandem with another Award, based on dividends declared on the Common Stock, to be credited as of dividend payment dates
during the period between the date the Dividend Equivalents are granted to a Participant and the date such Dividend Equivalents
terminate or expire, as determined by the Administrator. Such Dividend Equivalents shall be converted to cash or additional
Shares by such formula and at such time and subject to such limitations as may be determined by the Administrator. In addition,
Dividend Equivalents with respect to an Award that is subject to vesting that are based on dividends paid prior to the vesting of
such Award shall only be paid out to the Participant to the extent that the vesting conditions are subsequently satisfied and the
Award vests.
(b) Notwithstanding the foregoing, no Dividend Equivalents shall be payable with respect to Options or Stock
Appreciation Rights.
8.3 Stock Payments. The Administrator is authorized to make one or more Stock Payments to any Eligible Individual.
The number or value of Shares of any Stock Payment shall be determined by the Administrator and may be based upon one or
more performance criteria or any other specific criteria, including service to the Company or any Affiliate, determined by the
Administrator. Stock Payments may, but are not required to be made in lieu of base salary, bonus, fees or other cash
compensation otherwise payable to such Eligible Individual.
8.4 Restricted Stock Units. The Administrator is authorized to grant Restricted Stock Units to any Eligible Individual.
The number and terms and conditions of Restricted Stock Units shall be determined by the Administrator. The Administrator
shall specify the date or dates on which the Restricted Stock Units shall become fully vested and nonforfeitable, and may specify
such conditions to vesting as it deems appropriate, including conditions based on one or more performance criteria or other
specific criteria, including service to the Company or any Affiliate, in each case, on a specified date or dates or over any period or
periods, as determined by the Administrator. The Administrator shall specify, or may permit the Participant to elect, the
conditions and dates upon which the Shares underlying the Restricted Stock Units shall be issued, which dates shall not be earlier
than the date as of which the Restricted Stock Units vest and become nonforfeitable and which conditions and dates shall be
consistent with the applicable provisions of Section 409A of the Code or an exemption therefrom. On the distribution dates, the
Company shall issue to the Participant one unrestricted, fully transferable Share (or the Fair Market Value of one such Share in
cash) for each vested and nonforfeitable Restricted Stock Unit.
8.5 Performance Share Awards. Any Eligible Individual selected by the Administrator may be granted one or more
Performance Share awards which shall be denominated in a number or range of Shares and the vesting of which may be linked to
any one or more performance criteria (in each case on a specified date or dates or over any period or periods determined by the
Administrator) and/or time-vesting or other criteria, as determined by the Administrator.
8.6
Other Incentive Awards. The Administrator is authorized to grant Other Incentive Awards to any Eligible
Individual, which Awards may cover Shares or the right to purchase or receive Shares or have a value derived from the value of,
or an exercise or conversion privilege at a price related to, or that are otherwise payable in or based on, Shares, shareholder value
or shareholder return, in each case, on a specified date or dates or over any period or periods determined by the Administrator.
Other Incentive Awards may be linked to any one or more performance criteria determined appropriate by the Administrator.

8.7
Other Terms and Conditions. All applicable terms and conditions of each Award described in this Article 8,
including without limitation, as applicable, the term, vesting conditions and exercise/purchase price applicable to the Award, shall
be set by the Administrator in its sole discretion, provided, however, that the value of the consideration paid by a Participant for
an Award shall not be less than the par value of a Share, unless otherwise permitted by Applicable Law.
8.8
Exercise upon Termination of Service. Awards described in this Article 8 are exercisable or distributable, as
applicable, only while the Participant is an Employee, Director or Consultant, as applicable. The Administrator, however, in its
sole discretion may provide that such Award may be exercised or distributed subsequent to a Termination of Service as provided
under an applicable Program, Award Agreement, payment deferral election and/or in certain events, including without limitation,
the Participant’s death, retirement or disability or any other specified Termination of Service.
ARTICLE 9.
ADDITIONAL TERMS OF AWARDS
9.1 Payment. The Administrator shall determine the methods by which payments by any Participant with respect to any
Awards granted under the Plan shall be made, including, without limitation: (a) cash or check, (b) Shares (including, in the case
of payment of the exercise price of an Award, Shares issuable pursuant to the exercise of the Award) held for such period of time
as may be required by the Administrator in order to avoid adverse accounting consequences, in each case, having a Fair Market
Value on the date of delivery equal to the aggregate payments required, (c) delivery of a written or electronic notice that the
Participant has placed a market sell order with a broker with respect to Shares then-issuable upon exercise or vesting of an
Award, and that the broker has been directed to pay a sufficient portion of the net proceeds of the sale to the Company in
satisfaction of the aggregate payments required; provided, however, that payment of such proceeds is then made to the Company
upon settlement of such sale, (d) other form of legal consideration acceptable to the Administrator, or (e) any combination of the
foregoing. The Administrator shall also determine the methods by which Shares shall be delivered or deemed to be delivered to
Participants. Notwithstanding any other provision of the Plan to the contrary, no Participant who is a Director or an “executive
officer” of the Company within the meaning of Section 13(k) of the Exchange Act shall be permitted to make payment with
respect to any Awards granted under the Plan, or continue any extension of credit with respect to such payment with a loan from
the Company or a loan arranged by the Company in violation of Section 13(k) of the Exchange Act.

9.2 Tax Withholding. The Company and its Affiliates shall have the authority and the right to deduct or withhold, or
require a Participant to remit to the Company or an Affiliate, an amount sufficient to satisfy federal, state, local and foreign taxes
(including the Participant’s social security, Medicare and any other employment tax obligation) required by Applicable Law to be
withheld with respect to any taxable event concerning a Participant arising in connection with any Award. The Administrator may
in its sole discretion and in satisfaction of the foregoing requirement allow a Participant to satisfy such obligations by any
payment means described in Section 9.1 hereof, including without limitation, by allowing such Participant to elect to have the
Company or an Affiliate withhold Shares otherwise issuable under an Award (or allow the surrender of Shares). The number of
Shares which may be so withheld or surrendered shall be limited to the number of Shares which have a fair market value on the
date of withholding or return no greater than the aggregate amount of such liabilities based on the minimum statutory
withholding rates for federal, state, local and foreign income tax and payroll tax purposes that are applicable to such
supplemental taxable income (or, to the extent provided by the Administrator, such higher withholding rate that is in no event
greater than the maximum individual statutory tax rate in the applicable jurisdiction at the time of such withholding (or such other
rate as may be required to avoid the liability classification of the applicable award under generally accepted accounting principles
in the United States of America)); provided, however, to the extent such Shares were acquired by the Participant from the
Company as compensation, the Shares must have been held for the minimum period required by applicable accounting rules to
avoid a charge to the Company’s earnings for financial reporting purposes; provided, further, that, any such Shares withheld or
returned shall be rounded down to the nearest whole Share to the extent rounding down to the nearest whole Share does not result
in the liability classification of the applicable Award under generally accepted accounting principles in the United States of
America. The Administrator shall determine the fair market value of the Shares, consistent with applicable provisions of the
Code, for tax withholding obligations due in connection with a broker-assisted cashless Option or Stock Appreciation Right
exercise involving the sale of Shares to pay the Option or Stock Appreciation Right exercise price or any tax withholding
obligation.
9.3 Transferability of Awards.
(a) Except as otherwise provided in Section 9.3(b) or (c) hereof:
(i)
No Award under the Plan may be sold, pledged, assigned or transferred in any manner other than
by will or the laws of descent and distribution or, subject to the consent of the Administrator, pursuant to a DRO, unless and until
such Award has been exercised, or the Shares underlying such Award have been issued, and all restrictions applicable to such
Shares have lapsed;
(ii)
No Award or interest or right therein shall be subject to the debts, contracts or engagements of
the Participant or his successors in interest or shall be subject to disposition by transfer, alienation, anticipation, pledge,
hypothecation, encumbrance, assignment or any other means whether such disposition be voluntary or involuntary or by
operation of law by judgment, levy, attachment, garnishment or any other legal or equitable proceedings (including bankruptcy)
unless and until such Award has been exercised, or the Shares underlying such Award have been issued, and all restrictions
applicable to such Shares have lapsed, and any attempted disposition of an Award prior to the satisfaction of these conditions
shall be null and void and of no effect, except to the extent that such disposition is permitted by clause (i) of this provision; and

(iii)
During the lifetime of the Participant, only the Participant may exercise an Award (or any
portion thereof) granted to him under the Plan, unless it has been disposed of pursuant to a DRO. After the death of the
Participant, any exercisable portion of an Award may, prior to the time when such portion becomes unexercisable under the Plan
or the applicable Program or Award Agreement, be exercised by his personal representative or by any person empowered to do so
under the deceased Participant’s will or under the then-applicable laws of descent and distribution.
(b) Notwithstanding Section 9.3(a) hereof, with respect to transfers to Permitted Transferees, the Administrator,
in its sole discretion, may determine to permit a Participant or a Permitted Transferee of such Participant to transfer an Award to
any one or more Permitted Transferees of such Participant, subject to the following terms and conditions: (i) an Award transferred
to a Permitted Transferee shall not be assignable or transferable by the Permitted Transferee (other than to another Permitted
Transferee of the applicable Participant) other than by will or the laws of descent and distribution; (ii) an Award transferred to a
Permitted Transferee shall continue to be subject to all the terms and conditions of the Award as applicable to the original
Participant (other than the ability to further transfer the Award); and (iii) the Participant (or transferring Permitted Transferee) and
the Permitted Transferee shall execute any and all documents requested by the Administrator, including without limitation,
documents to (A) confirm the status of the transferee as a Permitted Transferee, (B) satisfy any requirements for an exemption for
the transfer under Applicable Law and (C) evidence the transfer.
(c) Notwithstanding Section 9.3(a) hereof, a Participant may, in the manner determined by the Administrator,
designate a beneficiary to exercise the rights of the Participant and to receive any distribution with respect to any Award upon the
Participant’s death. A beneficiary, legal guardian, legal representative, or other person claiming any rights pursuant to the Plan is
subject to all terms and conditions of the Plan and any Program or Award Agreement applicable to the Participant, except to the
extent the Plan, the Program and the Award Agreement otherwise provide, and to any additional restrictions deemed necessary or
appropriate by the Administrator. If the Participant is married or a domestic partner in a domestic partnership qualified under
Applicable Law and resides in a “community property” state, a designation of a person other than the Participant’s spouse or
domestic partner, as applicable, as his or her beneficiary with respect to more than fifty percent (50%) of the Participant’s interest
in the Award shall not be effective without the prior written or electronic consent of the Participant’s spouse or domestic partner.
If no beneficiary has been designated or survives the Participant, payment shall be made to the person entitled thereto pursuant to
the Participant’s will or the laws of descent and distribution. Subject to the foregoing, a beneficiary designation may be changed
or revoked by a Participant at any time provided the change or revocation is delivered to the Administrator prior to the
Participant’s death.
9.4 Conditions to Issuance of Shares.
(a) The Administrator shall determine the methods by which Shares shall be delivered or deemed to be delivered
to Participants. Notwithstanding anything herein to the contrary, neither the Company nor its Affiliates shall be required to issue
or deliver any certificates or make any book entries evidencing Shares pursuant to the exercise of any Award, unless and until the
Administrator has determined, with advice of counsel, that the issuance of such Shares is in compliance with Applicable Law,
and the Shares are covered by an effective registration statement or applicable exemption from registration. In addition to the
terms and conditions provided herein, the Administrator may require that a Participant make such reasonable covenants,
agreements, and representations as the Administrator, in its discretion, deems advisable in order to comply with Applicable Law.

(b) All Share certificates delivered pursuant to the Plan and all Shares issued pursuant to book entry procedures
are subject to any stop-transfer orders and other restrictions as the Administrator deems necessary or advisable to comply with
Applicable Law. The Administrator may place legends on any Share certificate or book entry to reference restrictions applicable
to the Shares.
(c)
The Administrator shall have the right to require any Participant to comply with any timing or other
restrictions with respect to the settlement, distribution or exercise of any Award, including a window-period limitation, as may be
imposed in the sole discretion of the Administrator.
(d) No fractional Shares shall be issued and the Administrator shall determine, in its sole discretion, whether
cash shall be given in lieu of fractional Shares or whether such fractional Shares shall be eliminated by rounding down.
(e) The Company, in its sole discretion, may (i) retain physical possession of any stock certificate evidencing
Shares until any restrictions thereon shall have lapsed and/or (ii) require that the stock certificates evidencing such Shares be held
in custody by a designated escrow agent (which may but need not be the Company) until the restrictions thereon shall have
lapsed, and that the Participant deliver a stock power, endorsed in blank, relating to such Shares.
(f)
Notwithstanding any other provision of the Plan, unless otherwise determined by the Administrator or
required by Applicable Law, the Company and/or its Affiliates may, in lieu of delivering to any Participant certificates evidencing
Shares issued in connection with any Award, record the issuance of Shares in the books of the Company (or, as applicable, its
transfer agent or stock plan administrator).
9.5 Forfeiture and Claw-Back Provisions.
(a) Pursuant to its general authority to determine the terms and conditions applicable to Awards under the Plan,
the Administrator shall have the right to provide, in the terms of Awards made under the Plan, or to require a Participant to agree
by separate written or electronic instrument, that: (i) any proceeds, gains or other economic benefit actually or constructively
received by the Participant upon any receipt or exercise of the Award, or upon the receipt or resale of any Shares underlying the
Award, must be paid to the Company, and (ii) the Award shall terminate and any unexercised portion of the Award (whether or
not vested) shall be forfeited, if (x) a Termination of Service occurs prior to a specified date, or within a specified time period
following receipt or exercise of the Award, (y) the Participant at any time, or during a specified time period, engages in any
activity in competition with the Company, or which is inimical, contrary or harmful to the interests of the Company, as further
defined by the Administrator or (z) the Participant incurs a Termination of Service for cause; and
(b) All Awards (including any proceeds, gains or other economic benefit actually or constructively received by
the Participant upon any receipt or exercise of any Award or upon the receipt or resale of any Shares underlying the Award) shall
be subject to the applicable provisions of any claw-back policy implemented by the Company, whether implemented prior to or
after the grant of such Award, including without limitation, any claw-back policy adopted to comply with the requirements of
Applicable Law.
9.6 Repricing. Subject to Section 11.2 hereof, the Administrator shall have the authority, without the approval of the
stockholders of the Company, to amend any outstanding Option or Stock Appreciation Right to reduce its price per share, or
cancel any Option or Stock Appreciation Right in exchange for cash or another Award when the Option or Stock Appreciation
Right price per share exceeds the Fair Market Value of the underlying Shares.

9.7 Settlement of Awards. Without limiting the generality of any other provision of the Plan, the Administrator may
provide, in an Award Agreement or subsequent to the grant of an Award, in its discretion, that any Award may be settled in cash,
Shares or a combination thereof.
9.8
Leave of Absence. Unless the Administrator provides otherwise, vesting of Awards granted hereunder shall be
suspended during any unpaid leave of absence. Unless otherwise determined by the Administrator, a Participant shall not cease to
be considered an Eligible Individual, as applicable, in the case of any (a) leave of absence approved by the Company, (b) transfer
between locations of the Company or between the Company and any of its Affiliates or any successor thereof, or (c) change in
status (Employee to Director, Employee to Consultant, etc.), provided that such change does not affect the specific terms
applying to the Participant’s Award.
9.9
Amendment of Awards. Subject to Applicable Law, the Administrator may amend, modify or terminate any
outstanding Award, including but not limited to, substituting therefor another Award of the same or a different type and changing
the date of exercise or settlement. The Participant’s consent to such action shall be required unless (a) the Administrator
determines that the action, taking into account any related action, would not materially and adversely affect the Participant, or (b)
the change is otherwise permitted under the Plan (including, without limitation, under Section 11.2 or 11.10).
9.10 Data Privacy. As a condition of receipt of any Award, each Participant explicitly and unambiguously consents to
the collection, use and transfer, in electronic or other form, of personal data as described in this Section 9.10 by and among, as
applicable, the Company and its Affiliates for the exclusive purpose of implementing, administering and managing the
Participant’s participation in the Plan. The Company and its Affiliates may hold certain personal information about a Participant,
including but not limited to, the Participant’s name, home address and telephone number, date of birth, social security or
insurance number or other identification number, salary, nationality, job title(s), any shares of stock held in the Company or any
of its Affiliates, details of all Awards, in each case, for the purpose of implementing, managing and administering the Plan and
Awards (the “Data”). The Company and its Affiliates may transfer the Data amongst themselves as necessary for the purpose of
implementation, administration and management of a Participant’s participation in the Plan, and the Company and its Affiliates
may each further transfer the Data to any third parties assisting the Company and its Affiliates in the implementation,
administration and management of the Plan. These recipients may be located in the Participant’s country, or elsewhere, and the
Participant’s country may have different data privacy laws and protections than the recipients’ country. Through acceptance of an
Award, each Participant authorizes such recipients to receive, possess, use, retain and transfer the Data, in electronic or other
form, for the purposes of implementing, administering and managing the Participant’s participation in the Plan, including any
requisite transfer of such Data as may be required to a broker or other third party with whom the Company or any of its Affiliates
or the Participant may elect to deposit any Shares. The Data related to a Participant will be held only as long as is necessary to
implement, administer, and manage the Participant’s participation in the Plan. A Participant may, at any time, view the Data held
by the Company with respect to such Participant, request additional information about the storage and processing of the Data
with respect to such Participant, recommend any necessary corrections to the Data with respect to the Participant or refuse or
withdraw the consents herein in writing, in any case without cost, by contacting his or her local human resources representative.
The Company may cancel Participant’s ability to participate in the Plan and, in the Administrator’s discretion, the Participant
may forfeit any outstanding Awards if the Participant refuses or withdraws his or her consents as described herein. For more
information on the consequences of refusal to consent or withdrawal of consent, Participants may contact their local human
resources representative.

ARTICLE 10.
ADMINISTRATION
10.1 Administrator. The Committee (or another committee or a subcommittee of the Board assuming the functions of
the Committee under the Plan) shall administer the Plan and, unless otherwise determined by the Board, shall consist solely of
two or more Directors appointed by and holding office at the pleasure of the Board, each of whom is a Non-Employee Director
and an Independent Director; provided, however, that, subject to the requirements of Section 11.3, any action taken by the
Committee shall be valid and effective, whether or not members of the Committee at the time of such action are later determined
not to have satisfied the requirements for membership set forth in this Section 10.l or otherwise provided in the Company’s
charter or Bylaws or in any charter of the Committee. Except as may otherwise be provided in any charter of the Committee,
appointment of Committee members shall be effective upon acceptance of appointment, Committee members may resign at any
time by delivering written or electronic notice to the Board, and vacancies in the Committee may only be filled by the Board.
10.2 Duties and Powers of Administrator. It shall be the duty of the Administrator to conduct the general administration
of the Plan in accordance with its provisions. The Administrator shall have the power to interpret the Plan and all Programs and
Award Agreements, and to adopt such rules for the administration, interpretation and application of the Plan and any Program as
are not inconsistent with the Plan, to interpret, amend or revoke any such rules and to amend any Program or Award Agreement
provided that the rights or obligations of the holder of the Award that is the subject of any such Program or Award Agreement are
not materially adversely affected by such amendment, unless the consent of the Participant is obtained or such amendment is
otherwise permitted under Section 11.10 hereof. Any such grant or award under the Plan need not be the same with respect to
each Participant.
10.3 Action by the Administrator. Unless otherwise established by the Board, in the Company’s charter or Bylaws or in
any charter of the Committee or as required by Applicable Law or, a majority of the Administrator shall constitute a quorum and
the acts of a majority of the members present at any meeting at which a quorum is present, and acts approved in writing by all
members of the Administrator in lieu of a meeting, shall be deemed the acts of the Administrator. To the greatest extent permitted
by Applicable Law, each member of the Administrator is entitled to, in good faith, rely or act upon any report or other
information furnished to that member by any officer or other employee of the Company or any Affiliate, the Company’s
independent certified public accountants, or any executive compensation consultant or other professional retained by the
Company to assist in the administration of the Plan.
10.4 Authority of Administrator. Subject to Applicable Law, the Administrator has the exclusive power, authority and
sole discretion to:
(a) Adopt procedures from time to time intended to ensure that an individual is an Eligible Individual prior to the
granting of any Awards to such individual under the Plan (including without limitation a requirement, if any, that each such
individual certify to the Company prior to the receipt of an Award under the Plan that he or she has not been previously employed
by the Company or an Affiliate, or if previously employed, has had a bona fide period of non-employment, and that the grant of
Awards under the Plan is an inducement material to his or her agreement to enter into employment with the Company or an
Affiliate);
(b)

Designate Eligible Individuals to receive Awards;

(c) Determine the type or types of Awards to be granted to each Eligible Individual;
(d)

Determine the number of Awards to be granted and the number of Shares to which an Award will relate;

(e) Determine the terms and conditions of any Award granted pursuant to the Plan, including, but not limited
to, the exercise price, grant price, or purchase price, any performance criteria, any restrictions or limitations on the Award,
any schedule for vesting, lapse of forfeiture restrictions or restrictions on the exercisability of an Award, and accelerations or
waivers thereof, and any provisions related to non-competition and recapture of gain on an Award, based in each case on such
considerations as the Administrator in its sole discretion determines;
(f) Determine whether, to what extent, and under what circumstances an Award may be settled in, or the
exercise price of an Award may be paid in cash, Shares, other Awards, or other property, or an Award may be canceled,
forfeited, or surrendered;
(g) Prescribe the form of each Award Agreement, which need not be identical for each Participant;
(h) Decide all other matters that must be determined in connection with an Award;
(i)

Establish, adopt, or revise any rules and regulations as it may deem necessary or advisable to administer

(j)

Interpret the terms of, and any matter arising pursuant to, the Plan, any Program or any Award

the Plan;

Agreement;
(k) Accelerate wholly or partially the vesting or lapse of restrictions of any Award or portion thereof at any
time after the grant of an Award, subject to whatever terms and conditions it selects and Section 11.2; and
(l) Make all other decisions and determinations that may be required pursuant to the Plan or as the Administrator
deems necessary or advisable to administer the Plan.
10.5 Decisions Binding. The Administrator’s interpretation of the Plan, any Awards granted pursuant to the Plan, any
Program, any Award Agreement and all decisions and determinations by the Administrator with respect to the Plan are final,
binding, and conclusive on all parties.
10.6 Actions Required Upon Grant of Award. Following the issuance of any Award under the Plan, the Company shall,
in accordance with the listing requirements of the applicable securities exchange, (a) promptly issue a press release disclosing the
material terms of the grant, including the recipient(s) of the grant and the number of shares involved (and if the disclosure relates
to an award to only one person, or to executive officers, or the award was individually negotiated, then the disclosure must
include the identity of the recipient), and (b) notify the applicable securities exchange of such grant no later than the earlier to
occur of (i) five calendar days after entering into the agreement to issue the Award or (ii) the date of the public announcement of
the Award.
ARTICLE 11.
MISCELLANEOUS PROVISIONS
11.1 Amendment, Suspension or Termination of the Plan. Except as otherwise provided in this Section 11.1, the Plan
may be wholly or partially amended or otherwise modified, suspended or terminated at any time or from time to time by the
Board or the Administrator; provided that, except as provided in Section 11.10 hereof, no amendment, suspension or termination
of the Plan shall, without the consent of the Participant, impair any rights or obligations under any Award theretofore granted or
awarded, unless the Award itself otherwise expressly so provides.

11.2
Changes in Common Stock or Assets of the Company, Acquisition or Liquidation of the Company and Other
Corporate Events.
(a) In the event of any stock dividend, stock split, combination or exchange of shares, merger, consolidation or
other distribution (other than normal cash dividends) of Company assets to stockholders, or any other change affecting the shares
of the Company’s stock or the share price of the Company’s stock other than an Equity Restructuring, the Administrator may
make equitable adjustments, if any, to reflect such change with respect to (i) the aggregate number and kind of shares that may be
issued under the Plan (including, but not limited to, adjustments of the Share Limit); (ii) the number and kind of Shares (or other
securities or property) subject to outstanding Awards; (iii) the terms and conditions of any outstanding Awards (including,
without limitation, any applicable performance targets or criteria with respect thereto); and/or (iv) the grant or exercise price per
share for any outstanding Awards under the Plan.
(b) In the event of any transaction or event described in Section 11.2(a) hereof or any unusual or nonrecurring
transactions or events affecting the Company, any Affiliate, or the financial statements of the Company or any Affiliate, or of
changes in Applicable Law or Applicable Accounting Standards, the Administrator, in its sole discretion, and on such terms and
conditions as it deems appropriate, either by the terms of the Award or by action taken prior to the occurrence of such transaction
or event, is hereby authorized to take any one or more of the following actions whenever the Administrator determines that such
action is appropriate in order to prevent dilution or enlargement of the benefits or potential benefits intended to be made available
under the Plan or with respect to any Award under the Plan, to facilitate such transactions or events or to give effect to such
changes Applicable Law or Applicable Accounting Standards:
(i) To provide for the termination of any such Award in exchange for an amount of cash and/or other
property, if any, equal to the amount that would have been attained upon the exercise of such Award or realization of the
Participant’s rights (and, for the avoidance of doubt, if as of the date of the occurrence of the transaction or event described in this
Section 11.2, the Administrator determines in good faith that no amount would have been attained upon the exercise of such
Award or realization of the Participant’s rights, then such Award may be terminated by the Company without payment);
(ii)
To provide that such Award be assumed by the successor or survivor corporation, or a parent or
subsidiary thereof, or shall be substituted for by similar options, rights or awards covering the stock of the successor or survivor
corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the number and kind of shares and prices;
(iii) To make adjustments in the number and type of securities subject to outstanding Awards and Awards
which may be granted in the future and/or in the terms, conditions and criteria included in such Awards (including the grant or
exercise price, as applicable);

discretion; and/or

(iv)

To replace such Award with other rights or property selected by the Administrator in its sole

(v)

To provide that the Award cannot vest, be exercised or become payable after such event.

(c) In connection with the occurrence of any Equity Restructuring, and notwithstanding anything to the contrary
in Sections 11.2(a) and 11.2(b) hereof:
(i) The number and type of securities subject to each outstanding Award and the exercise price or grant
price thereof, if applicable, shall be equitably adjusted; and/or

(ii)
The Administrator shall make such equitable adjustments, if any, as the Administrator in its
discretion may deem appropriate to reflect such Equity Restructuring with respect to the aggregate number and kind of shares
that may be issued under the Plan (including, but not limited to, adjustments to the Share Limit).
The adjustments provided under this Section 11.2(c) shall be nondiscretionary and shall be final and binding on the
affected Participant and the Company.
(d)

Change in Control.

(i)
Notwithstanding anything to the contrary in Section 11.2(b) above or any applicable Award
Agreement, if a Change in Control occurs and at least twenty percent (20%) of the aggregate fair market value of the
consideration payable to the stockholders of the Company or the Company pursuant to such Change in Control (as determined by
the Administrator) is to be paid in the form of securities of the successor or survivor entity, or a parent or affiliate thereof, which
securities are, at the time of such Change in Control, listed on any established securities exchange (such as the New York Stock
Exchange, the NASDAQ Capital Market, the NASDAQ Global Market and the NASDAQ Global Select Market) (the Company
or such person, the “Publicly-Traded Successor Entity”)), then all Options shall be continued, converted, assumed or replaced by
such Publicly-Traded Successor Entity with a substantially similar Option covering the stock of the Publicly-Traded Successor
Entity, with appropriate adjustments as to the number and kind of shares and prices of such Options.
(ii) If a Change in Control occurs and a Participant’s outstanding Awards are not continued, converted,
assumed, or replaced by the surviving or successor entity in such Change in Control (but after taking into account the
requirements of Section 11.2(d)(i)), then immediately prior to the Change in Control such outstanding Awards, to the extent not
continued, converted, assumed, or replaced, shall become fully vested and, as applicable, exercisable, and all forfeiture,
repurchase and other restrictions on such Awards shall lapse immediately prior to such transaction, provided that, to the extent the
vesting of any such Award is subject to the satisfaction of specified performance goals, such Award shall vest at the greater of (A)
the target level of performance, pro-rated based on the period elapsed between the beginning of the applicable performance
period and the date of the Change in Control, or (B) the actual performance level as of the date of the Change in Control (as
determined by the Administrator) with respect to all open performance periods (and the vesting pursuant to this clause (ii) shall
constitute “full vesting” for purposes of this Section 11.2(d)(ii)). Subject to Section 11.2(d)(i) above, upon, or in anticipation of, a
Change in Control, the Administrator may cause any and all Awards outstanding hereunder to terminate at a specific time in the
future, including but not limited to the date of such Change in Control, and shall give each Participant the right to exercise such
Awards during a period of time as the Administrator, in its sole and absolute discretion, shall determine. For the avoidance of
doubt, if the value of an Award that is terminated in connection with this Section 11.2(d) is zero or negative at the time of such
Change in Control, such Award shall be terminated upon the Change in Control without payment of consideration therefor.
(iii)
If a Change in Control occurs with respect to which a Participant’s outstanding Awards are
continued, converted, assumed or replaced by the surviving or successor entity in such Change in Control (including, without
limitation, by a Publicly-Traded Successor Entity) if the Participant incurs a Qualifying Termination on or following the date of
such Change in Control, then (A) each outstanding Award held by such Participant, other than any Award subject to performancevesting, shall become fully vested (and, as applicable, exercisable) and all forfeiture restrictions thereon shall lapse upon such
Qualifying Termination and (B) each outstanding Option held by such Participant may be exercised by the Participant (or the
Participant’s legal guardian or legal representative) until the original outside expiration date of such Option.

(e) The Administrator may, in its sole discretion, include such further provisions and limitations in any Award,
agreement or certificate, as it may deem equitable and in the best interests of the Company that are not inconsistent with the
provisions of the Plan.
(f) Unless otherwise determined by the Administrator, no adjustment or action described in this Section 11.2 or
in any other provision of the Plan shall be authorized to the extent it would (i) result in short-swing profits liability under Section
16 of the Exchange Act or violate the exemptive conditions of Rule 16b-3 of the Exchange Act, or (ii) cause an Award to fail to
be exempt from or comply with Section 409A of the Code.
(g)
The existence of the Plan, any Program, any Award Agreement and/or any Award granted hereunder
shall not affect or restrict in any way the right or power of the Company, the stockholders of the Company or any Affiliate to
make or authorize any adjustment, recapitalization, reorganization or other change in the Company’s or such Affiliate’s capital
structure or its business, any merger or consolidation of the Company or any Affiliate, any issue of stock or of options, warrants
or rights to purchase stock or of bonds, debentures, preferred or prior preference stocks whose rights are superior to or affect the
Common Stock, the securities of any Affiliate or the rights thereof or which are convertible into or exchangeable for Common
Stock or securities of any Affiliate, or the dissolution or liquidation of the Company or any Affiliate, or any sale or transfer of all
or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise.
(h)
In the event of any pending stock dividend, stock split, combination or exchange of shares, merger,
consolidation or other distribution (other than normal cash dividends) of Company assets to stockholders, or any other change
affecting the Shares or the share price of the Common Stock including any Equity Restructuring, for reasons of administrative
convenience, the Company in its sole discretion may refuse to permit the exercise of any Award during a period of up to thirty
(30) days prior to the consummation of any such transaction.
11.3 Stockholder Approval Not Required. It is expressly intended that approval of the Company’s stockholders not be
required as a condition of the effectiveness of the Plan, and the Plan’s provisions shall be interpreted in a manner consistent with
such intent for all purposes. Specifically, Nasdaq Stock Market Rule 5635(c) generally requires stockholder approval for stock
option plans or other equity compensation arrangements adopted by companies whose securities are listed on the Nasdaq Stock
Market pursuant to which stock awards or stock may be acquired by officers, directors, employees or consultants of such
companies. Nasdaq Stock Market Rule 5635(c)(4) provides an exemption in certain circumstances for “employment inducement”
awards (within the meaning of Nasdaq Stock Market Rule 5635(c)(4)). Notwithstanding anything to the contrary herein, if the
Company’s securities are traded on the Nasdaq Stock Market, then Awards under the Plan may only be made to Employees who
have not previously been an Employee or Director of the Company or an Affiliate, or following a bona fide period of nonemployment by the Company or an Affiliate, in each case as an inducement material to the Employee’s entering into employment
with the Company or an Affiliate. Awards under the Plan will be approved by (a) the Company’s Compensation Committee
comprised entirely of Independent Directors or (b) a majority of the Company’s Independent Directors. Accordingly, pursuant to
Nasdaq Stock Market Rule 5635(c)(4), the issuance of Awards and the Shares issuable upon exercise or vesting of such Awards
pursuant to the Plan are not subject to the approval of the Company’s stockholders.
11.4 No Stockholders Rights. Except as otherwise provided herein or in an applicable Program or Award Agreement, a
Participant shall have none of the rights of a stockholder with respect to Shares covered by any Award until the Participant
becomes the record owner of such Shares.

11.5 Paperless Administration. In the event that the Company establishes, for itself or using the services of a third party,
an automated system for the documentation, granting or exercise of Awards, such as a system using an internet website or
interactive voice response, then the paperless documentation, granting or exercise of Awards by a Participant may be permitted
through the use of such an automated system.
11.6 Effect of Plan upon Other Compensation Plans. The adoption of the Plan shall not affect any other compensation or
incentive plans in effect for the Company or any Affiliate. Nothing in the Plan shall be construed to limit the right of the
Company or any Affiliate: (a) to establish any other forms of incentives or compensation for Eligible Individuals of the Company
or any Affiliate or (b) to grant or assume options or other rights or awards otherwise than under the Plan in connection with any
proper corporate purpose including without limitation, the grant or assumption of options in connection with the acquisition by
purchase, lease, merger, consolidation or otherwise, of the business, stock or assets of any corporation, partnership, limited
liability company, firm or association.
11.7 Compliance with Laws. The Plan, the granting and vesting of Awards under the Plan, the issuance and delivery of
Shares and the payment of money under the Plan or under Awards granted or awarded hereunder are subject to compliance with
all Applicable Law and to such approvals by any listing, regulatory or governmental authority as may, in the opinion of counsel
for the Company, be necessary or advisable in connection therewith. Any securities delivered under the Plan shall be subject to
such restrictions, and the person acquiring such securities shall, if requested by the Company, provide such assurances and
representations to the Company as the Company may deem necessary or desirable to assure compliance with all Applicable Law.
To the extent permitted by Applicable Law, the Plan and Awards granted or awarded hereunder shall be deemed amended to the
extent necessary to conform to such Applicable Law.
11.8 Titles and Headings, References to Sections of the Code or Exchange Act. The titles and headings of the sections in
the Plan are for convenience of reference only and, in the event of any conflict, the text of the Plan, rather than such titles or
headings, shall control. References to sections of the Code or the Exchange Act shall include any amendment or successor
thereto.
11.9 Governing Law. The Plan and any Programs or Award Agreements hereunder shall be administered, interpreted
and enforced under the internal laws of the State of Delaware without regard to conflicts of laws thereof.
11.10 Section 409A. To the extent that the Administrator determines that any Award granted under the Plan is subject to
Section 409A of the Code, the Plan, any applicable Program and the Award Agreement covering such Award shall be interpreted
in accordance with Section 409A of the Code. Notwithstanding any provision of the Plan to the contrary, in the event that the
Administrator determines that any Award may be subject to Section 409A of the Code, the Administrator may adopt such
amendments to the Plan, any applicable Program and the Award Agreement or adopt other policies and procedures (including
amendments, policies and procedures with retroactive effect), or take any other actions, that the Administrator determines are
necessary or appropriate to avoid the imposition of taxes on the Award under Section 409A of the Code, either through
compliance with the requirements of Section 409A of the Code or with an available exemption therefrom, provided, however,
that this Section 11.10 shall not create an obligation on the part of the Company to adopt any such amendment, policy or
procedure or take any such other action, nor shall the Company have any liability for failing to do so.
11.11
No Rights to Awards. No Eligible Individual or other person shall have any claim to be granted any Award
pursuant to the Plan, and neither the Company nor the Administrator is obligated to treat Eligible Individuals, Participants or any
other persons uniformly.

11.12 Unfunded Status of Awards. The Plan is intended to be an “unfunded” plan for incentive compensation. With
respect to any payments not yet made to a Participant pursuant to an Award, nothing contained in the Plan or any Program or
Award Agreement shall give the Participant any rights that are greater than those of a general creditor of the Company or any
Affiliate.
11.13 Indemnification. To the extent allowable pursuant to Applicable Law and the Company’s charter and Bylaws,
each member of the Board and any officer or other employee to whom authority to administer any component of the Plan is
delegated shall be indemnified and held harmless by the Company from any loss, cost, liability, or expense that may be imposed
upon or reasonably incurred by such member in connection with or resulting from any claim, action, suit, or proceeding to which
he or she may be a party or in which he or she may be involved by reason of any action or failure to act pursuant to the Plan and
against and from any and all amounts paid by him or her in satisfaction of judgment in such action, suit, or proceeding against
him or her; provided, however, that he or she gives the Company an opportunity, at its own expense, to handle and defend the
same before he or she undertakes to handle and defend it on his or her own behalf. The foregoing right of indemnification shall
not be exclusive of any other rights of indemnification to which such persons may be entitled pursuant to the Company’s
Certificate of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may have to indemnify
them or hold them harmless.
11.14 Relationship to other Benefits. No payment pursuant to the Plan shall be taken into account in determining any
benefits under any pension, retirement, savings, profit sharing, group insurance, welfare or other benefit plan of the Company or
any Affiliate except to the extent otherwise expressly provided in writing in such other plan or an agreement thereunder.
11.15

Expenses. The expenses of administering the Plan shall be borne by the Company and its Affiliates.

EXHIBIT 10.6
SEASPINE HOLDINGS CORPORATION
2020 EMPLOYMENT INDUCEMENT INCENTIVE AWARD PLAN
RESTRICTED STOCK UNIT AWARD GRANT NOTICE AND
RESTRICTED STOCK UNIT AWARD AGREEMENT
SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), pursuant to its 2020 Employment Inducement Incentive
Award Plan (as may be amended and/or restated from time to time, the “Plan”), hereby grants to the individual listed below (the
“Participant”), an award of restricted stock units (“Restricted Stock Units” or “RSUs”) with respect to the number of shares of Common
Stock, par value $0.01 per share, of the Company (the “Shares”), set forth below. This Restricted Stock Unit award (the “Award”) is subject
to all of the terms and conditions set forth herein and in the Restricted Stock Unit Award Agreement attached hereto as Exhibit A (the
“Agreement”) and the Plan, each of which is incorporated herein by reference. Unless otherwise defined herein, the terms defined in the Plan
shall have the same defined meanings in this Restricted Stock Unit Award Grant Notice (this “Grant Notice”) and the Agreement.
Participant:
[_____]
Grant Date:
[_____]
Number of Restricted Stock Units: [_____]
Subject to the terms of the Agreement, the RSUs shall be distributable in accordance with
Distribution Schedule:
Section 2.1 of the Agreement.
Subject to the terms of the Agreement, the RSUs shall vest [____], provided that the
Participant does not experience a Termination of Service prior to each such vesting date.
For clarity, in addition to the foregoing, if a Change in Control occurs, the RSUs shall be
Vesting Schedule:
subject to accelerated vesting as provided in Section 11.2(d)(ii) and (iii) of the Plan.
By his or her signature below, Participant agrees to be bound by the terms and conditions of the Plan, the Agreement and this Grant
Notice. Participant has reviewed the Agreement, the Plan and this Grant Notice in their entirety, has had an opportunity to obtain the advice
of counsel prior to executing this Grant Notice and fully understands all provisions of this Grant Notice, the Agreement and the Plan.
Participant hereby agrees to accept as binding, conclusive and final all decisions and/or interpretations of the Administrator upon any
questions arising under the Plan or relating to the Award.
SeaSpine HOLDINGS CORPORATION
By:
__________________________
Print Name:
__________________________
Title:
__________________________
Address:
5770 Armada Dr.
Carlsbad, CA 92008

PARTICIPANT
By:
__________________________
Print Name:
__________________________
Address:
__________________________
__________________________
Email:
__________________________

EXHIBIT A
TO RESTRICTED STOCK UNIT AWARD GRANT NOTICE
RESTRICTED STOCK UNIT AWARD AGREEMENT
Pursuant to the Restricted Stock Unit Award Grant Notice (the “Grant Notice”) to which this Restricted Stock Unit Agreement (this
“Agreement”) is attached, SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), has granted to Participant the number
of Restricted Stock Units under the Company’s 2020 Employment Inducement Incentive Award Plan (as amended from time to time, the
“Plan”) indicated in the Grant Notice.
ARTICLE I.
GENERAL
1.1 Incorporation of Terms of Plan. The Award is subject to the terms and conditions of the Plan, which are incorporated herein by
reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan shall control.
1.2

Defined Terms. Capitalized terms not specifically defined herein shall have the meanings specified in the Plan and the Grant

Notice.
ARTICLE II.
AWARD OF RESTRICTED STOCK UNITS
1.2 Award of Restricted Stock Units.
(a)
Award; Employment Inducement Award. For good and valuable consideration, which the Company has
determined exceeds the par value of the Shares to be issued upon settlement of the RSUs, the Company hereby grants to Participant the
number of RSUs set forth in the Grant Notice, subject to all of the terms and conditions set forth in this Agreement, the Grant Notice and the
Plan. Prior to actual issuance of any Shares, the RSUs and the Award represent an unsecured obligation of the Company, payable only from
the general assets of the Company. The RSUs are intended to constitute an “employment inducement” award under Nasdaq Stock Market
(“Nasdaq”) Rule 5635(c)(4), and consequently are intended to be exempt from the Nasdaq rules regarding stockholder approval of stock
option plans or other equity compensation arrangements. This Agreement and the terms and conditions of the Award shall be interpreted in
accordance with and consistent with such exemption.
(b)
Vesting. The RSUs subject to the Award shall vest in accordance with the Vesting Schedule set forth in the Grant
Notice. Unless and until the RSUs have vested in accordance with the Vesting Schedule set forth in the Grant Notice, Participant will have no
right to any distribution with respect to such RSUs. Unless otherwise provided in the Grant Notice, in the event of Participant’s Termination
of Service prior to the vesting of all of the RSUs, any unvested RSUs will terminate automatically without any further action by the Company
and be forfeited without further notice and at no cost to the Company.
(c)

Distribution of RSUs.

(i)
Shares shall be distributed to Participant (or in the event of Participant’s death, to his or her estate) with
respect to Participant’s vested RSUs within sixty (60) days following the date on which such RSUs vest as specified in the Vesting Schedule
set forth in the Grant Notice, subject to the terms and provisions of the Plan and this Agreement.
(ii)

Stock.

All distributions of the RSUs shall be made by the Company in the form of whole shares of Common

(iii) Neither the time nor form of distribution of Shares with respect to the RSUs may be changed, except as may be
permitted by the Administrator in accordance with the Plan and Section 409A of the Code and the Treasury Regulations thereunder.
(d)
Generally. Shares issued under the Award shall be issued to Participant or Participant’s beneficiaries, as the case
may be, at the sole discretion of the Administrator, in either (i) uncertificated form, with the Shares recorded in the name of Participant in the
books and records of the Company’s transfer agent with appropriate notations regarding the restrictions on transfer imposed pursuant to this
Agreement; or (ii) certificate form. In no event will fractional shares be issued upon settlement of the Award. In lieu of any fractional Share,
the Company shall make a cash payment to Participant equal to the Fair Market Value of such fractional Share on the date the RSUs are
settled pursuant to this Section 2.1.

2.2 Tax Withholding. Notwithstanding any other provision of this Agreement (including, without limitation, Section 2.1(b) hereof):
(a) The Company shall not be obligated to deliver any certificate representing Shares issuable with respect to the RSUs to
Participant or his or her legal representative unless and until Participant or his or her legal representative shall have paid or otherwise
satisfied in full the amount of all federal, state, local and foreign taxes (including Participant’s social security, Medicare and any other
employment tax obligation) required by Applicable Law to be withheld with respect to the taxable income of Participant resulting from the
grant or vesting of the RSUs, the distribution of the Shares issuable with respect thereto, or any other taxable event related to the RSUs (the
“Tax Withholding Obligation”).
(b) To the maximum extent permitted by applicable law, the Company and its Affiliates have the authority and the right to
deduct or withhold, or require Participant to remit to the Company or an Affiliate, an amount sufficient to satisfy the Tax Withholding
Obligation with respect to any taxable event arising from the vesting of the RSUs or the receipt of the Shares upon settlement of the RSUs.
Participant may satisfy the Tax Withholding Obligation by delivering to the Company an amount sufficient to satisfy the Tax Withholding
Obligation in one or more of the forms specified below:
(i) Cash or check;
(ii) Delivery of a written or electronic notice that Participant has placed a market sell order with a broker with
respect to Shares then issuable upon settlement of the RSUs, and that the broker has been directed to pay a sufficient portion of the net
proceeds of the sale to the Company in satisfaction of the aggregate Tax Withholding Obligation; provided, that payment of such proceeds is
then made to the Company upon settlement of such sale;
(iii) With the consent of the Administrator, surrender of other Shares which have been held by Participant for such
period of time as may be required by the Administrator in order to avoid adverse accounting consequences and having a Fair Market Value
on the date of surrender equal to the Tax Withholding Obligation (based on the minimum statutory withholding rates for federal, state, local
and foreign income tax and payroll tax purposes as of the date of delivery (or such higher rate as may be determined by the Administrator,
which higher rate may not exceed the maximum individual statutory tax rate in the applicable jurisdiction at the time of such withholding (or
such other rate as may be required to avoid the liability classification of the applicable award under generally accepted accounting principles
in the United States of America), provided, that, such Shares shall be rounded up to the nearest whole Share to the extent rounding up to the
nearest whole share does not result in the liability classification of the applicable Award under generally accepted accounting principles in the
United States of America));

(iv) With the consent of the Administrator, surrender of Shares issuable upon settlement of the RSUs having a Fair
Market Value on the date of settlement equal to the Tax Withholding Obligation (based on the minimum statutory withholding rates for
federal, state, local and foreign income tax and payroll tax purposes as of the date of delivery (or such higher rate as may be determined by
the Administrator, which higher rate may not exceed the maximum individual statutory tax rate in the applicable jurisdiction at the time of
such withholding (or such other rate as may be required to avoid the liability classification of the applicable award under generally accepted
accounting principles in the United States of America), provided, that, such Shares shall be rounded up to the nearest whole Share to the
extent rounding up to the nearest whole share does not result in the liability classification of the applicable Award under generally accepted
accounting principles in the United States of America)); or
(v)

With the consent of the Administrator, such other form of legal consideration as may be acceptable to the

Administrator.
(c) In the event Participant fails to elect to provide timely payment of all sums required pursuant to Section 2.2(a) prior to
the time the Tax Withholding Obligation arises pursuant to one of the permitted payment forms specified in Section 2.2(b), the Company
shall have the right and option, but not the obligation, to treat such failure as an election by Participant to satisfy all or any portion of
Participant’s Tax Withholding Obligation pursuant to Section 2.2(b)(iv) above. If the Participant is subject to Section 16 of the Exchange Act
at the time the Tax Withholding Obligation arises, the prior approval of the Administrator shall be required for any election by the Company
pursuant to Section 2.2(b)(iv) above pursuant to this Section 2.2(c).
(d) In the event of any broker-assisted sale of Shares in connection with the payment of withholding taxes as provided in
Section 2(b)(ii) or Section 2(c): (i) any Shares to be sold through a broker-assisted sale will be sold on the day the Tax Withholding
Obligation arises, or as soon thereafter as practicable; (ii) such Shares may be sold as part of a block trade with other participants in the Plan
in which all participants receive an average price; (iii) Participant will be responsible for all broker’s fees and other costs of sale, and
Participant agrees to indemnify and hold the Company and its Affiliates harmless from any losses, costs, damages, or expenses relating to
any such sale; (iv) to the extent the proceeds of such sale exceed the Tax Withholding Obligation, the Company agrees to pay such excess in
cash to Participant as soon as reasonably practicable; (v) Participant acknowledges that the Company or its designee and any broker is under
no obligation to arrange for such sale at any particular price, and that the proceeds of any such sale may not be sufficient to satisfy the Tax
Withholding Obligation; and (vi) in the event the proceeds of such sale are insufficient to satisfy the Tax Withholding Obligation, Participant
agrees to pay immediately upon demand to the Company or its Affiliates with respect to which the Tax Withholding Obligation arises, an
amount sufficient to satisfy any remaining portion of the Company’s or the applicable Affiliate’s Tax Withholding Obligation.
(e) In the event any Tax Withholding Obligation arising in connection with the RSUs will be satisfied under Section 2.2(b)
(iv) or Section 2(c) above, then, unless the Participant is subject to Section 16 of the Exchange Act at the time the Tax Withholding
Obligation arises (in which case the approval of the Administrator shall be required for any election by the Company pursuant to this Section
2.2(e)), the Company may elect to instruct any brokerage firm determined acceptable to the Company for such purpose to sell on the
Participant’s behalf a whole number of shares from those Shares that are issuable upon settlement of the RSUs as the Company determines to
be appropriate to generate cash proceeds sufficient to satisfy the Tax Withholding Obligation (based on the minimum statutory withholding
rates for federal, state, local and foreign income tax and payroll tax purposes as of the date of delivery (or such higher rate as may be
determined by the Administrator, which higher rate may not exceed the maximum individual statutory tax rate in the applicable jurisdiction at
the time of such withholding (or such other rate as may be required to avoid the liability classification of the applicable award under
generally accepted accounting principles in the United States of America), provided, that, such Shares shall be rounded up to the nearest
whole Share to the extent rounding up to the nearest whole share does not result in the liability classification of the applicable Award under
generally accepted accounting principles in the United States of America)) and to remit the proceeds of such sale to the Company or the
Affiliate with respect to which the Tax Withholding Obligation arises. The Participant’s acceptance of the RSUs constitutes the Participant’s
instruction and authorization to the Company and such brokerage firm to complete the transactions described in this Section 2.2(e), including
the transactions described in the previous sentence, as applicable. Participant hereby appoints the Company as Participant’s agent and
attorney-in-fact to instruct such brokerage firm with respect to the number of Shares to be sold under this Section 2.2(e).

ARTICLE III.
RESTRICTIONS
3.1
Award Not Transferable. Without limiting the generality of any other provision hereof, the Award shall be subject to the
restrictions on transferability set forth in Section 9.3 of the Plan.
3.2 Rights as Stockholder. Neither Participant nor any person claiming under or through Participant shall have any of the rights or
privileges of a stockholder of the Company, including, without limitation, voting rights and rights to dividends, in respect of any Shares
issuable hereunder unless and until such Shares shall have been issued by the Company to such holder (as evidenced by the appropriate entry
on the books of the Company or of a duly authorized transfer agent of the Company). No adjustment shall be made for a dividend or other
right for which the record date is prior to the date the Shares are issued, except as provided in Section 11.2 of the Plan.
3.3 Forfeiture and Claw-Back Provisions. Participant hereby acknowledges and agrees that the Award is subject to the provisions of
Section 9.5 of the Plan.
ARTICLE IV.
OTHER PROVISIONS
4.1 Administration. The Administrator shall have the power to interpret the Plan and this Agreement as provided in the Plan. All
interpretations and determinations made by the Administrator in good faith shall be final and binding upon Participant, the Company and all
other interested persons.
4.2 Adjustments. Participant acknowledges that the Award is subject to modification and termination in certain events as provided
in this Agreement and Article 11 of the Plan.
4.3 Tax Consultation. Participant understands that the Participant may suffer adverse tax consequences as a result of the
grant, vesting and/or settlement of the Award, and/or with the disposition of the Shares issuable pursuant to the Award. Participant
represents that Participant has consulted with any tax consultants Participant deems advisable in connection with the purchase or
disposition of such shares and that Participant is not relying on the Company for any tax advice.
4.4 Amendment, Suspension and Termination. To the extent permitted by the Plan, this Agreement may be wholly or partially
amended or otherwise modified, suspended or terminated at any time or from time to time by the Administrator or the Board; provided,
however, that, except as may otherwise be provided by the Plan, no amendment, modification, suspension or termination of this Agreement
shall adversely affect the Award in any material way without the prior written consent of Participant.
4.5 Not a Contract of Service Relationship. Nothing in this Agreement or in the Plan shall confer upon Participant any right to
continue to serve as an Employee, Director, Consultant or other service provider of the Company or any of its Affiliates or shall interfere
with or restrict in any way the rights of the Company and its Affiliates, which rights are hereby expressly reserved, to discharge or terminate
the services of Participant at any time for any reason whatsoever, with or without Cause, except to the extent expressly provided otherwise in
a written agreement between the Company or an Affiliate and Participant.
4.6 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if Participant
is subject to Section 16 of the Exchange Act, then the Plan, the Award and this Agreement shall be subject to any additional limitations set
forth in any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3 of the Exchange Act)
that are requirements for the application of such exemptive rule. To the extent permitted by applicable law, this Agreement shall be deemed
amended to the extent necessary to conform to such applicable exemptive rule.

4.7 Conformity to Securities Laws. Participant acknowledges that the Plan and this Agreement are intended to conform to the
extent necessary with all provisions of the Securities Act and the Exchange Act, and any and all regulations and rules promulgated by the
Securities and Exchange Commission thereunder, as well as all applicable state securities laws and regulations. Notwithstanding anything
herein to the contrary, the Plan shall be administered, and the Award is granted only in such a manner as to conform to such laws, rules and
regulations. To the extent permitted by applicable law, the Plan and this Agreement shall be deemed amended to the extent necessary to
conform to such laws, rules and regulations.
4.8 Limitation on Participant’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This
Agreement creates only a contractual obligation on the part of the Company as to amounts payable and shall not be construed as creating a
trust. The Plan, in and of itself, has no assets. Participant shall have only the rights of a general unsecured creditor of the Company and its
Affiliates with respect to amounts credited and benefits payable, if any, with respect to Award, and rights no greater than the right to receive
the Shares as a general unsecured creditor with respect to the Award, as and when payable hereunder.
4.9 Successors and Assigns. The Company or any Affiliate may assign any of its rights under this Agreement to single or multiple
assignees, and this Agreement shall inure to the benefit of the successors and assigns of the Company and its Affiliates. Subject to the
restrictions on transfer set forth in this Agreement, this Agreement shall be binding upon Participant and his or her heirs, executors,
administrators, successors and assigns.
4.10 Entire Agreement. The Plan, the Grant Notice and this Agreement (including all Exhibits thereto, if any) constitute the entire
agreement of the parties and supersede in their entirety all prior undertakings and agreements of the Company and its Affiliates and
Participant with respect to the subject matter hereof.
4.11 Notices. Any notice to be given under the terms of this Agreement to the Company shall be addressed to the Company in care
of the Secretary of the Company at the Company’s principal office, and any notice to be given to Participant shall be addressed to Participant
at Participant’s last address reflected on the Company’s records. Any notice shall be deemed duly given when sent via email or when sent by
reputable overnight courier or by certified mail (return receipt requested) through the United States Postal Service.
4.12 Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and
performance of the terms of this Agreement regardless of the law that might be applied under principles of conflicts of laws.
4.13
Agreement.

Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this

4.14 Counterparts. The Grant Notice may be executed in one or more counterparts, including by way of any electronic signature,
subject to Applicable Law, each of which shall be deemed an original and all of which together shall constitute one instrument.
4.15 Paperless Administration. By accepting this Award, Participant hereby agrees to receive documentation related to the Award
by electronic delivery, such as a system using an internet website or interactive voice response, maintained by the Company or a third party
designated by the Company.
4.16 Section 409A.
(a) Notwithstanding any other provision of the Plan, this Agreement or the Grant Notice, the Plan, this Agreement and the
Grant Notice shall be interpreted in accordance with, and incorporate the terms and conditions required by, Section 409A of the Code
(together with any Treasury Regulations and other interpretive guidance issued thereunder, including without limitation any such regulations
or other guidance that may be issued after the Grant Date, “Section 409A”). The Administrator may, in its discretion, adopt such amendments
to the Plan, this Agreement or the Grant Notice or adopt other policies and procedures (including amendments, policies and procedures with
retroactive effect), or take any other actions, as the Administrator determines are necessary or appropriate to comply with the requirements of
Section 409A.

(b) This Agreement is not intended to provide for any deferral of compensation subject to Section 409A of the Code, and,
accordingly, the Shares issuable pursuant to the RSUs shall be distributed to Participant no later than the later of: (i) the fifteenth (15th) day of
the third month following Participant’s first taxable year in which such RSUs are no longer subject to a substantial risk of forfeiture, and (ii)
the fifteenth (15th) day of the third month following first taxable year of the Company in which such RSUs are no longer subject to
substantial risk of forfeiture, as determined in accordance with Section 409A and any Treasury Regulations and other guidance issued
thereunder.
For purposes of Section 409A of the Code (including, without limitation, for purposes of Treasury Regulation Section
1.409A-2(b)(2)(iii)), each payment that Participant may be eligible to receive under this Agreement shall be treated as a separate and distinct
payment.

EXHIBIT 10.7
SEASPINE HOLDINGS CORPORATION
2020 EMPLOYMENT INDUCEMENT INCENTIVE AWARD PLAN
STOCK OPTION GRANT NOTICE
SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), pursuant to its 2020 Employment Inducement Incentive
Award Plan (as may be amended and/or restated from time to time, the “Plan”), hereby grants to the individual listed below (the “Optionee”),
an option to purchase the number of shares of Common Stock, par value $0.01 per share, of the Company (the “Shares”), set forth below (the
“Option”). This Option is subject to all of the terms and conditions set forth herein and in the Stock Option Agreement attached hereto as
Exhibit A (the “Agreement”) and the Plan, each of which is incorporated herein by reference. Unless otherwise defined herein, the terms
defined in the Plan shall have the same defined meanings in this Stock Option Grant Notice (this “Grant Notice”) and the Agreement.
Optionee:
Grant Date:
Vesting Commencement Date:
Exercise Price per Share:
Total Number of Shares Subject to the
Option:
Expiration Date:
Vesting Schedule:
Termination:
Type of Option:

[__________]
[__________]
[__________]
$[_________] /Share
[__________] Shares
[10th Anniversary of Grant Date]
[__________]
The Option shall terminate on the Expiration Date set forth above or, if earlier, in
accordance with the terms of the Agreement
Non-Qualified Stock Option

By his or her signature below, the Optionee agrees to be bound by the terms and conditions of the Plan, the Agreement and this Grant
Notice. The Optionee has reviewed the Agreement, the Plan and this Grant Notice in their entirety, has had an opportunity to obtain the
advice of counsel prior to executing this Grant Notice and fully understands all provisions of this Grant Notice, the Agreement and the Plan.
The Optionee hereby agrees to accept as binding, conclusive and final all decisions and/or interpretations of the Administrator upon any
questions arising under the Plan or relating to the Option. If the Optionee lives in a community property state and either is married or has a
registered domestic partner, his or her spouse has signed the Consent of Spouse attached to this Grant Notice as Exhibit B.
SeaSpine HOLDINGS CORPORATION
By:
__________________________
Print Name:
__________________________
Title:
__________________________
Address:
5770 Armada Dr.
Carlsbad, CA 92008

OPTIONEE
By:
Print Name:
Address:
Email:

__________________________
__________________________
__________________________
__________________________
__________________________

EXHIBIT A
TO STOCK OPTION GRANT NOTICE
STOCK OPTION AGREEMENT
Pursuant to the Stock Option Grant Notice (the “Grant Notice”) to which this Stock Option Agreement (this “Agreement”) is
attached, SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), has granted to the Optionee an option (the “Option”)
under the Company’s 2020 Employment Inducement Incentive Award Plan (as amended from time to time, the “Plan”) to purchase the
number of Shares indicated in the Grant Notice.
ARTICLE I.
GENERAL
1.1 Incorporation of Terms of Plan. The Option is subject to the terms and conditions of the Plan, which are incorporated herein by
reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan shall control.
1.2 Defined Terms. Capitalized terms not specifically defined herein shall have the meanings specified in the Plan and the Grant
Notice; provided, however, that, for purposes of determining “Good Reason” under the Plan or this Agreement with respect to the Award,
“Good Reason” shall have the meaning given to such term in the Plan, with the exception that Section 2.26 of the Plan shall be amended and
replaced with the term “Good Reason” as defined in that certain SeaSpine Holdings Corporation Senior Leadership Retention and Severance
Plan, effective January 27, 2016 (as such may be amended and/or restated from time to time).

ARTICLE II.
GRANT OF OPTION
2.1 Grant of Option; Employment Inducement Award. For good and valuable consideration, effective as of the Grant Date set forth
in the Grant Notice (the “Grant Date”), the Company irrevocably grants to the Optionee the Option to purchase any part or all of the
aggregate number of Shares set forth in the Grant Notice, upon the terms and conditions set forth in the Plan and this Agreement. The Option
shall be a Non-Qualified Stock Option. The Option is intended to constitute an “employment inducement” award under Nasdaq Stock Market
(“Nasdaq”) Rule 5635(c)(4), and consequently is intended to be exempt from the Nasdaq rules regarding stockholder approval of stock
option plans or other equity compensation arrangements. This Agreement and the terms and conditions of the Option shall be interpreted in
accordance and consistent with such exemption.
2.2
Exercise Price. The exercise price of the Shares subject to the Option shall be as set forth in the Grant Notice, without
commission or other charge; provided, however, that the exercise price per share of the Shares subject to the Option shall not be less than
100% of the Fair Market Value of a Share on the Grant Date.
2.3 Consideration to the Company. In consideration of the grant of the Option by the Company, the Optionee agrees to render
faithful and efficient services to the Company or any Affiliate.
ARTICLE III.
EXERCISABILITY
3.1 Commencement of Exercisability.
(a)
Subject to this Article III, the Option shall become vested and exercisable in such amounts and at such times as
are set forth in the Grant Notice.

(b)
Except as set forth in Section 3.1(c) below or Section 11.2(d) of the Plan, no portion of the Option which has not
become vested and exercisable as of the date of the Optionee’s Termination of Service shall thereafter become vested and exercisable, except
as may be otherwise provided by the Administrator or as set forth in the Plan or a written agreement between the Company and the Optionee.

(c) In addition, the then-unvested portion of the Option shall fully vest and become exercisable on an accelerated basis upon (i) the
Optionee’s Qualifying Termination following the date of a Change in Control, or (ii) the Optionee’s Termination of Service due to the
Optionee’s death or disability. For clarity, in addition to the foregoing, if a Change in Control occurs, the Option shall be subject to
accelerated vesting and exercisability as provided in Section 11.2(d)(ii) and (iii) of the Plan.
3.2 Duration of Exercisability. Any installments provided for in the vesting schedule set forth in the Grant Notice are cumulative.
Each such installment which becomes vested and exercisable pursuant to the vesting schedule set forth in the Grant Notice shall remain
vested and exercisable until it becomes unexercisable under Section 3.3 hereof.
3.3 Expiration of Option. The Option may not be exercised to any extent by anyone after the first to occur of the following events:
(a) The Expiration Date set forth in the Grant Notice;
(b) Subject to clauses (c) through (f) below, the date that is three (3) months from the date of the Optionee’s Termination of
Service (other than by the Company for Cause, due to the Optionee’s Qualifying Termination following a Change in Control or due to the
Optionee’s death or disability);
(c)

The date that is twelve (12) months from the date of the Optionee’s Termination of Service due to the Optionee’s

death or disability;
(d)

The start of business on the date of the Optionee’s Termination of Service by the Company for Cause;

(e)

In the event of the Qualifying Termination following the date of a Change in Control, the Expiration Date set forth

in the Grant Notice; or
(f)
If a Change in Control occurs, such later date through which the Option may be exercised by the Optionee (or the
Optionee’s legal guardian or legal representative) as provided in Section 11.2(d)(iii) of the Plan.

ARTICLE IV.
EXERCISE OF OPTION
4.1 Person Eligible to Exercise. Except as provided in Section 5.2 hereof, during the lifetime of the Optionee, only the Optionee
may exercise the Option or any portion thereof. After the death of the Optionee, any exercisable portion of the Option may, prior to the time
when the Option becomes unexercisable under Section 3.3 hereof, be exercised by the deceased Optionee’s beneficiary or by any person
empowered to do so under the deceased Optionee’s will or under the then-applicable laws of descent and distribution, subject to Section
9.3(c) of the Plan.
4.2 Partial Exercise. Any exercisable portion of the Option or the entire Option, if then wholly exercisable, may be exercised in
whole or in part at any time prior to the time when the Option or portion thereof becomes unexercisable under Section 3.3 hereof. However,
the Option shall not be exercisable with respect to fractional shares.
4.3
Manner of Exercise. The Option, or any exercisable portion thereof, may be exercised solely by delivery to the stock
administrator of the Company (or any other person or entity designated by the Company) of all of the following prior to the time when the
Option or such portion thereof becomes unexercisable under Section 3.3 hereof:

(a)
A written or electronic notice complying with the applicable rules established by the Administrator stating that the
Option, or a portion thereof, is exercised. The notice shall be signed by the Optionee or other person then-entitled to exercise the Option or
such portion of the Option;
(b)
Full payment of the exercise price and applicable withholding taxes for the Shares with respect to which the
Option, or portion thereof, is exercised, in a manner permitted by Section 4.4 hereof;
(c)
Any other representations or documents as may be required in the Administrator’s sole discretion to effect
compliance with all applicable provisions of the Securities Act, the Exchange Act, any other federal, state or foreign securities laws or
regulations, the rules of any securities exchange, national market system or automated quotation system on which the Shares are listed,
quoted or traded or any other applicable law; and
(d)
In the event the Option or portion thereof shall be exercised pursuant to Section 4.1 hereof by any person or
persons other than the Optionee, appropriate proof of the right of such person or persons to exercise the Option (as determined by the
Administrator in its sole discretion).

Notwithstanding any of the foregoing, the Company shall have the right to specify all conditions of the manner of exercise, which conditions
may vary by country and which may be subject to change from time to time.
4.4 Method of Payment. Payment of the exercise price and any tax withholding shall be by any of the following, or a combination
thereof, at the election of the Optionee:
(a) Cash;
(b) Check;
(c) Delivery of a written or electronic notice that the Optionee has placed a market sell order with a broker with respect to
Shares then issuable upon exercise of the Option, and that the broker has been directed to pay a sufficient portion of the net proceeds of the
sale to the Company in satisfaction of the aggregate exercise price and/or applicable tax withholding; provided, that payment of such
proceeds is then made to the Company upon settlement of such sale;
(d) With the consent of the Administrator, surrender of other Shares which have been held by the Optionee for such period
of time as may be required by the Administrator in order to avoid adverse accounting consequences and having a Fair Market Value on the
date of surrender equal to the aggregate exercise price of the Shares (plus applicable tax withholding, if elected by the Optionee) with respect
to which the Option or portion thereof is being exercised;
(e)
With the consent of the Administrator, surrendered Shares issuable upon the exercise of the Option having a Fair
Market Value on the date of exercise equal to the aggregate exercise price of the Shares (plus applicable tax withholding, if elected by the
Optionee) with respect to which the Option or portion thereof is being exercised; or
(f)

With the consent of the Administrator, such other form of legal consideration as may be acceptable to the

Administrator.
4.5 Conditions to Issuance of Stock Certificates. The Shares deliverable upon the exercise of the Option, or any portion thereof,
may be either previously authorized but unissued Shares, treasury Shares or issued Shares which have been purchased on the open market.
Such Shares shall be fully paid and nonassessable. The Company shall not be required to issue or deliver any certificates or make any book
entries evidencing Shares purchased upon the exercise of the Option or portion thereof prior to fulfillment of the conditions set forth in
Section 9.4 of the Plan.

4.6 Rights as Stockholder. The holder of the Option shall not be, nor have any of the rights or privileges of, a stockholder of the
Company, including, without limitation, voting rights and rights to dividends, in respect of any Shares purchasable upon the exercise of any
part of the Option unless and until such Shares shall have been issued by the Company to such holder (as evidenced by the appropriate entry
on the books of the Company or of a duly authorized transfer agent of the Company). No adjustment shall be made for a dividend or other
right for which the record date is prior to the date the Shares are issued, except as provided in Section 11.2 of the Plan.
ARTICLE V.
OTHER PROVISIONS
5.1 Administration. The Administrator shall have the power to interpret the Plan and this Agreement as provided in the Plan. All
interpretations and determinations made by the Administrator in good faith shall be final and binding upon the Optionee, the Company and
all other interested persons.
5.2 Transferability of Option. Without limiting the generality of any other provision hereof, the Option shall be subject to the
restrictions on transferability set forth in Section 9.3 of the Plan.
5.3
Adjustments. The Optionee acknowledges that the Option is subject to modification and termination in certain events as
provided in this Agreement and Article 11 of the Plan.
5.4 Tax Consultation. The Optionee understands that the Optionee may suffer adverse tax consequences as a result of the
grant, vesting and/or exercise of the Option, and/or with the purchase or disposition of the Shares subject to the Option. The
Optionee represents that the Optionee has consulted with any tax consultants the Optionee deems advisable in connection with the
purchase or disposition of such shares and that the Optionee is not relying on the Company for any tax advice.
5.5
Optionee’s Representations. The Optionee shall, if required by the Company, concurrently with the exercise of all or any
portion of this Option, make such written representations as are deemed necessary or appropriate by the Company and/or the Company’s
counsel.
5.6 Section 409A. This Agreement and the Grant Notice shall be interpreted in accordance with the requirements of Section 409A
of the Code. The Administrator may, in its discretion, adopt such amendments to the Plan, this Agreement or the Grant Notice or adopt other
policies and procedures (including amendments, policies and procedures with retroactive effect), or take any other actions, as the
Administrator determines are necessary or appropriate to comply with the requirements of Section 409A of the Code or an available
exemption thereof; provided, however, that the Administrator shall have no obligation to take any such action(s) or to indemnify any person
from failing to do so.
5.7 Amendment, Suspension and Termination. To the extent permitted by the Plan, this Agreement may be wholly or partially
amended or otherwise modified, suspended or terminated at any time or from time to time by the Administrator or the Board; provided,
however, that, except as may otherwise be provided by the Plan, no amendment, modification, suspension or termination of this Agreement
shall adversely affect the Option in any material way without the prior written consent of the Optionee.
5.8 Not a Contract of Service Relationship. Nothing in this Agreement or in the Plan shall confer upon the Optionee any right to
continue to serve as an Employee, Director, Consultant or other service provider of the Company or any of its Affiliates or shall interfere
with or restrict in any way the rights of the Company and its Affiliates, which rights are hereby expressly reserved, to discharge or terminate
the services of the Optionee at any time for any reason whatsoever, with or without Cause, except to the extent expressly provided otherwise
in a written agreement between the Company or an Affiliate and the Optionee.

5.9
Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if the
Optionee is subject to Section 16 of the Exchange Act, then the Plan, the Option and this Agreement shall be subject to any additional
limitations set forth in any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3 of the
Exchange Act) that are requirements for the application of such exemptive rule. To the extent permitted by applicable law, this Agreement
shall be deemed amended to the extent necessary to conform to such applicable exemptive rule.
5.10 Conformity to Securities Laws. The Optionee acknowledges that the Plan and this Agreement are intended to conform to the
extent necessary with all provisions of the Securities Act and the Exchange Act, and any and all regulations and rules promulgated by the
Securities and Exchange Commission thereunder, as well as all applicable state securities laws and regulations. Notwithstanding anything
herein to the contrary, the Plan shall be administered, and the Option is granted and may be exercised, only in such a manner as to conform to
such laws, rules and regulations. To the extent permitted by applicable law, the Plan and this Agreement shall be deemed amended to the
extent necessary to conform to such laws, rules and regulations.
5.11 Limitation on the Optionee’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This
Agreement creates only a contractual obligation on the part of the Company as to amounts payable and shall not be construed as creating a
trust. The Plan, in and of itself, has no assets. The Optionee shall have only the rights of a general unsecured creditor of the Company and its
Affiliates with respect to amounts credited and benefits payable, if any, with respect to the Option, and rights no greater than the right to
receive the Common Stock as a general unsecured creditor with respect to Options, as and when payable hereunder.
5.12 Successors and Assigns. The Company or any Affiliate may assign any of its rights under this Agreement to single or multiple
assignees, and this Agreement shall inure to the benefit of the successors and assigns of the Company and its Affiliates. Subject to the
restrictions on transfer set forth in this Article 5, this Agreement shall be binding upon the Optionee and his or her heirs, executors,
administrators, successors and assigns.
5.13 Entire Agreement. The Plan, the Grant Notice and this Agreement (including all Exhibits thereto, if any) constitute the entire
agreement of the parties and supersede in their entirety all prior undertakings and agreements of the Company and its Affiliates and the
Optionee with respect to the subject matter hereof.
5.14 Notices. Any notice to be given under the terms of this Agreement to the Company shall be addressed to the Company in care
of the Secretary of the Company at the Company’s principal office, and any notice to be given to the Optionee shall be addressed to the
Optionee at the Optionee’s last address reflected on the Company’s records. Any notice shall be deemed duly given when sent via email or
when sent by reputable overnight courier or by certified mail (return receipt requested) through the United States Postal Service.
5.15 Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and
performance of the terms of this Agreement regardless of the law that might be applied under principles of conflicts of laws.
5.16
Agreement.

Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this

EXHIBIT B
TO STOCK OPTION GRANT NOTICE
CONSENT OF SPOUSE
I, _______________, spouse of _______________, have read and approve the Stock Option Grant Notice (the “Grant Notice”) to
which this Consent of Spouse is attached and the Stock Option Agreement (the “Agreement”) attached to the Grant Notice. In consideration
of issuing to my spouse the shares of the common stock of SeaSpine Holdings Corporation set forth in the Grant Notice, I hereby appoint my
spouse as my attorney-in-fact in respect to the exercise of any rights under the Agreement and agree to be bound by the provisions of the
Agreement insofar as I may have any rights in said Agreement or any shares of the common stock of SeaSpine Holdings Corporation issued
pursuant thereto under the community property laws or similar laws relating to marital property in effect in the state of our residence as of the
date of the signing of the foregoing Agreement.

Dated: _______________

_______________________________
Signature of Spouse

EXHIBIT 10.8
SEASPINE HOLDINGS CORPORATION
2020 EMPLOYMENT INDUCEMENT INCENTIVE AWARD PLAN
STOCK OPTION GRANT NOTICE
SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), pursuant to its 2020 Employment Inducement Incentive
Award Plan (as may be amended and/or restated from time to time, the “Plan”), hereby grants to the individual listed below (the “Optionee”),
an option to purchase the number of shares of Common Stock, par value $0.01 per share, of the Company (the “Shares”), set forth below (the
“Option”). This Option is subject to all of the terms and conditions set forth herein and in the Stock Option Agreement attached hereto as
Exhibit A (the “Agreement”) and the Plan, each of which is incorporated herein by reference. Unless otherwise defined herein, the terms
defined in the Plan shall have the same defined meanings in this Stock Option Grant Notice (this “Grant Notice”) and the Agreement.
Optionee:
Grant Date:
Vesting Commencement Date:
Exercise Price per Share:
Total Number of Shares Subject to the
Option:
Expiration Date:
Vesting Schedule:
Termination:
Type of Option:

[__________]
[__________]
[__________]
$[_________] /Share
[__________] Shares
[10th Anniversary of Grant Date]
[__________]
The Option shall terminate on the Expiration Date set forth above or, if earlier, in
accordance with the terms of the Agreement
Non-Qualified Stock Option

By his or her signature below, the Optionee agrees to be bound by the terms and conditions of the Plan, the Agreement and this Grant
Notice. The Optionee has reviewed the Agreement, the Plan and this Grant Notice in their entirety, has had an opportunity to obtain the
advice of counsel prior to executing this Grant Notice and fully understands all provisions of this Grant Notice, the Agreement and the Plan.
The Optionee hereby agrees to accept as binding, conclusive and final all decisions and/or interpretations of the Administrator upon any
questions arising under the Plan or relating to the Option. If the Optionee lives in a community property state and either is married or has a
registered domestic partner, his or her spouse has signed the Consent of Spouse attached to this Grant Notice as Exhibit B.
SEASPINE HOLDINGS CORPORATION
By:
__________________________
Print Name:
__________________________
Title:
__________________________
Address:
5770 Armada Drive
Carlsbad, CA 92008

OPTIONEE
By:
Print Name:
Address:
Email:

__________________________
__________________________
__________________________
__________________________
__________________________

EXHIBIT A
TO STOCK OPTION GRANT NOTICE
STOCK OPTION AGREEMENT
Pursuant to the Stock Option Grant Notice (the “Grant Notice”) to which this Stock Option Agreement (this “Agreement”) is
attached, SeaSpine Holdings Corporation, a Delaware corporation (the “Company”), has granted to the Optionee an option (the “Option”)
under the Company’s 2020 Employment Inducement Incentive Award Plan (as amended from time to time, the “Plan”) to purchase the
number of Shares indicated in the Grant Notice.
ARTICLE I.
GENERAL
1.1 Incorporation of Terms of Plan. The Option is subject to the terms and conditions of the Plan, which are incorporated herein by
reference. In the event of any inconsistency between the Plan and this Agreement, the terms of the Plan shall control.
1.2

Defined Terms. Capitalized terms not specifically defined herein shall have the meanings specified in the Plan and the Grant

Notice.
ARTICLE II.
GRANT OF OPTION
2.1 Grant of Option; Employment Inducement Award. For good and valuable consideration, effective as of the Grant Date set forth
in the Grant Notice (the “Grant Date”), the Company irrevocably grants to the Optionee the Option to purchase any part or all of the
aggregate number of Shares set forth in the Grant Notice, upon the terms and conditions set forth in the Plan and this Agreement. The Option
shall be a Non-Qualified Stock Option. The Option is intended to constitute an “employment inducement” award under Nasdaq Stock Market
(“Nasdaq”) Rule 5635(c)(4), and consequently is intended to be exempt from the Nasdaq rules regarding stockholder approval of stock
option plans or other equity compensation arrangements. This Agreement and the terms and conditions of the Option shall be interpreted in
accordance and consistent with such exemption.
2.2
Exercise Price. The exercise price of the Shares subject to the Option shall be as set forth in the Grant Notice, without
commission or other charge; provided, however, that the exercise price per share of the Shares subject to the Option shall not be less than
100% of the Fair Market Value of a Share on the Grant Date.
2.3 Consideration to the Company. In consideration of the grant of the Option by the Company, the Optionee agrees to render
faithful and efficient services to the Company or any Affiliate.
ARTICLE III.
PERIOD OF EXERCISABILITY
3.1 Commencement of Exercisability.
(a)
Subject to this Article III, the Option shall become vested and exercisable in such amounts and at such times as
are set forth in the Grant Notice.
(b)
Except as set forth in Section 11.2(d) of the Plan, no portion of the Option which has not become vested and
exercisable as of the date of the Optionee’s Termination of Service shall thereafter become vested and exercisable, except as may be
otherwise provided by the Administrator or as set forth in the Plan or a written agreement between the Company and the Optionee. For
clarity, in addition to the foregoing, if a Change in Control occurs, the Option shall be subject to accelerated vesting and exercisability as
provided in Section 11.2(d)(ii) and (iii) of the Plan.

3.2 Duration of Exercisability. Any installments provided for in the vesting schedule set forth in the Grant Notice are cumulative.
Each such installment which becomes vested and exercisable pursuant to the vesting schedule set forth in the Grant Notice shall remain
vested and exercisable until it becomes unexercisable under Section 3.3 hereof.
3.3 Expiration of Option. The Option may not be exercised to any extent by anyone after the first to occur of the following events:
(a) The Expiration Date set forth in the Grant Notice;
(b) Subject to clause (c) and (d) below, the date that is three (3) months from the date of the Optionee’s Termination of
Service (other than by the Company for Cause);
(c) The start of business on the date of the Optionee’s Termination of Service by the Company for Cause; or
(d) If a Change in Control occurs, such later date through which the Option may be exercised by the Optionee (or the
Optionee’s legal guardian or legal representative) as provided in Section 11.2(d)(iii) of the Plan.
ARTICLE IV.
EXERCISE OF OPTION
4.1 Person Eligible to Exercise. Except as provided in Section 5.2 hereof, during the lifetime of the Optionee, only the Optionee
may exercise the Option or any portion thereof. After the death of the Optionee, any exercisable portion of the Option may, prior to the time
when the Option becomes unexercisable under Section 3.3 hereof, be exercised by the deceased Optionee’s beneficiary or by any person
empowered to do so under the deceased Optionee’s will or under the then-applicable laws of descent and distribution, subject to Section
9.3(c) of the Plan.
4.2 Partial Exercise. Any exercisable portion of the Option or the entire Option, if then wholly exercisable, may be exercised in
whole or in part at any time prior to the time when the Option or portion thereof becomes unexercisable under Section 3.3 hereof. However,
the Option shall not be exercisable with respect to fractional shares.
4.3
Manner of Exercise. The Option, or any exercisable portion thereof, may be exercised solely by delivery to the stock
administrator of the Company (or any other person or entity designated by the Company) of all of the following prior to the time when the
Option or such portion thereof becomes unexercisable under Section 3.3 hereof:
(a)
A written or electronic notice complying with the applicable rules established by the Administrator stating that the
Option, or a portion thereof, is exercised. The notice shall be signed by the Optionee or other person then-entitled to exercise the Option or
such portion of the Option;
(b)
Full payment of the exercise price and applicable withholding taxes for the Shares with respect to which the
Option, or portion thereof, is exercised, in a manner permitted by Section 4.4 hereof;
(c)
Any other representations or documents as may be required in the Administrator’s sole discretion to effect
compliance with all applicable provisions of the Securities Act, the Exchange Act, any other federal, state or foreign securities laws or
regulations, the rules of any securities exchange, national market system or automated quotation system on which the Shares are listed,
quoted or traded or any other applicable law; and
(d)
In the event the Option or portion thereof shall be exercised pursuant to Section 4.1 hereof by any person or
persons other than the Optionee, appropriate proof of the right of such person or persons to exercise the Option (as determined by the
Administrator in its sole discretion).

Notwithstanding any of the foregoing, the Company shall have the right to specify all conditions of the manner of exercise, which conditions
may vary by country and which may be subject to change from time to time.

4.4 Method of Payment. Payment of the exercise price and any tax withholding shall be by any of the following, or a combination
thereof, at the election of the Optionee:
(a)

Cash;

(b)

Check;

(c)
Delivery of a written or electronic notice that the Optionee has placed a market sell order with a broker with
respect to Shares then issuable upon exercise of the Option, and that the broker has been directed to pay a sufficient portion of the net
proceeds of the sale to the Company in satisfaction of the aggregate exercise price and/or applicable tax withholding; provided, that payment
of such proceeds is then made to the Company upon settlement of such sale;
(d)
With the consent of the Administrator, surrender of other Shares which have been held by the Optionee for such
period of time as may be required by the Administrator in order to avoid adverse accounting consequences and having a Fair Market Value
on the date of surrender equal to the aggregate exercise price of the Shares (plus applicable tax withholding, if elected by the Optionee) with
respect to which the Option or portion thereof is being exercised;
(e)
With the consent of the Administrator, surrendered Shares issuable upon the exercise of the Option having a Fair
Market Value on the date of exercise equal to the aggregate exercise price of the Shares (plus applicable tax withholding, if elected by the
Optionee) with respect to which the Option or portion thereof is being exercised; or

(f) With the consent of the Administrator, such other form of legal consideration as may be acceptable to the Administrator.
4.5 Conditions to Issuance of Stock Certificates. The Shares deliverable upon the exercise of the Option, or any portion thereof,
may be either previously authorized but unissued Shares, treasury Shares or issued Shares which have been purchased on the open market.
Such Shares shall be fully paid and nonassessable. The Company shall not be required to issue or deliver any certificates or make any book
entries evidencing Shares purchased upon the exercise of the Option or portion thereof prior to fulfillment of the conditions set forth in
Section 9.4 of the Plan.
4.6 Rights as Stockholder. The holder of the Option shall not be, nor have any of the rights or privileges of, a stockholder of the
Company, including, without limitation, voting rights and rights to dividends, in respect of any Shares purchasable upon the exercise of any
part of the Option unless and until such Shares shall have been issued by the Company to such holder (as evidenced by the appropriate entry
on the books of the Company or of a duly authorized transfer agent of the Company). No adjustment shall be made for a dividend or other
right for which the record date is prior to the date the Shares are issued, except as provided in Section 11.2 of the Plan.
ARTICLE V.
OTHER PROVISIONS
5.1 Administration. The Administrator shall have the power to interpret the Plan and this Agreement as provided in the Plan. All
interpretations and determinations made by the Administrator in good faith shall be final and binding upon the Optionee, the Company and
all other interested persons.
5.2 Transferability of Option. Without limiting the generality of any other provision hereof, the Option shall be subject to the
restrictions on transferability set forth in Section 9.3 of the Plan.
5.3
Adjustments. The Optionee acknowledges that the Option is subject to modification and termination in certain events as
provided in this Agreement and Article 11 of the Plan.

5.4 Tax Consultation. The Optionee understands that the Optionee may suffer adverse tax consequences as a result of the
grant, vesting and/or exercise of the Option, and/or with the purchase or disposition of the Shares subject to the Option. The
Optionee represents that the Optionee has consulted with any tax consultants the Optionee deems advisable in connection with the
purchase or disposition of such shares and that the Optionee is not relying on the Company for any tax advice.
5.5
Optionee’s Representations. The Optionee shall, if required by the Company, concurrently with the exercise of all or any
portion of this Option, make such written representations as are deemed necessary or appropriate by the Company and/or the Company’s
counsel.
5.6 Section 409A. This Agreement and the Grant Notice shall be interpreted in accordance with the requirements of Section 409A
of the Code. The Administrator may, in its discretion, adopt such amendments to the Plan, this Agreement or the Grant Notice or adopt other
policies and procedures (including amendments, policies and procedures with retroactive effect), or take any other actions, as the
Administrator determines are necessary or appropriate to comply with the requirements of Section 409A of the Code or an available
exemption thereof; provided, however, that the Administrator shall have no obligation to take any such action(s) or to indemnify any person
from failing to do so.
5.7 Amendment, Suspension and Termination. To the extent permitted by the Plan, this Agreement may be wholly or partially
amended or otherwise modified, suspended or terminated at any time or from time to time by the Administrator or the Board; provided,
however, that, except as may otherwise be provided by the Plan, no amendment, modification, suspension or termination of this Agreement
shall adversely affect the Option in any material way without the prior written consent of the Optionee.
5.8 Not a Contract of Service Relationship. Nothing in this Agreement or in the Plan shall confer upon the Optionee any right to
continue to serve as an Employee, Director, Consultant or other service provider of the Company or any of its Affiliates or shall interfere
with or restrict in any way the rights of the Company and its Affiliates, which rights are hereby expressly reserved, to discharge or terminate
the services of the Optionee at any time for any reason whatsoever, with or without Cause, except to the extent expressly provided otherwise
in a written agreement between the Company or an Affiliate and the Optionee.
5.9
Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan or this Agreement, if the
Optionee is subject to Section 16 of the Exchange Act, then the Plan, the Option and this Agreement shall be subject to any additional
limitations set forth in any applicable exemptive rule under Section 16 of the Exchange Act (including any amendment to Rule 16b-3 of the
Exchange Act) that are requirements for the application of such exemptive rule. To the extent permitted by applicable law, this Agreement
shall be deemed amended to the extent necessary to conform to such applicable exemptive rule.
5.10 Conformity to Securities Laws. The Optionee acknowledges that the Plan and this Agreement are intended to conform to the
extent necessary with all provisions of the Securities Act and the Exchange Act, and any and all regulations and rules promulgated by the
Securities and Exchange Commission thereunder, as well as all applicable state securities laws and regulations. Notwithstanding anything
herein to the contrary, the Plan shall be administered, and the Option is granted and may be exercised, only in such a manner as to conform to
such laws, rules and regulations. To the extent permitted by applicable law, the Plan and this Agreement shall be deemed amended to the
extent necessary to conform to such laws, rules and regulations.
5.11 Limitation on the Optionee’s Rights. Participation in the Plan confers no rights or interests other than as herein provided. This
Agreement creates only a contractual obligation on the part of the Company as to amounts payable and shall not be construed as creating a
trust. The Plan, in and of itself, has no assets. The Optionee shall have only the rights of a general unsecured creditor of the Company and its
Affiliates with respect to amounts credited and benefits payable, if any, with respect to the Option, and rights no greater than the right to
receive the Common Stock as a general unsecured creditor with respect to Options, as and when payable hereunder.

5.12 Successors and Assigns. The Company or any Affiliate may assign any of its rights under this Agreement to single or multiple
assignees, and this Agreement shall inure to the benefit of the successors and assigns of the Company and its Affiliates. Subject to the
restrictions on transfer set forth in this Article 5, this Agreement shall be binding upon the Optionee and his or her heirs, executors,
administrators, successors and assigns.
5.13 Entire Agreement. The Plan, the Grant Notice and this Agreement (including all Exhibits thereto, if any) constitute the entire
agreement of the parties and supersede in their entirety all prior undertakings and agreements of the Company and its Affiliates and the
Optionee with respect to the subject matter hereof.
5.14 Notices. Any notice to be given under the terms of this Agreement to the Company shall be addressed to the Company in care
of the Secretary of the Company at the Company’s principal office, and any notice to be given to the Optionee shall be addressed to the
Optionee at the Optionee’s last address reflected on the Company’s records. Any notice shall be deemed duly given when sent via email or
when sent by reputable overnight courier or by certified mail (return receipt requested) through the United States Postal Service.
5.15 Governing Law. The laws of the State of Delaware shall govern the interpretation, validity, administration, enforcement and
performance of the terms of this Agreement regardless of the law that might be applied under principles of conflicts of laws.
5.16
Agreement.

Titles. Titles are provided herein for convenience only and are not to serve as a basis for interpretation or construction of this

EXHIBIT B
TO STOCK OPTION GRANT NOTICE
CONSENT OF SPOUSE
I, _______________, spouse of _______________, have read and approve the Stock Option Grant Notice (the “Grant Notice”) to
which this Consent of Spouse is attached and the Stock Option Agreement (the “Agreement”) attached to the Grant Notice. In consideration
of issuing to my spouse the shares of the common stock of SeaSpine Holdings Corporation set forth in the Grant Notice, I hereby appoint my
spouse as my attorney-in-fact in respect to the exercise of any rights under the Agreement and agree to be bound by the provisions of the
Agreement insofar as I may have any rights in said Agreement or any shares of the common stock of SeaSpine Holdings Corporation issued
pursuant thereto under the community property laws or similar laws relating to marital property in effect in the state of our residence as of the
date of the signing of the foregoing Agreement.

Dated: _______________

_______________________________
Signature of Spouse

Exhibit 31.1
Certification of Principal Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Keith C. Valentine, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of SeaSpine Holdings Corporation;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;
Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(b)

(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting;
and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report
financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 4, 2020

/s/ Keith C. Valentine
Keith C. Valentine
Chief Executive Officer

Exhibit 31.2
Certification of Principal Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, John J. Bostjancic, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of SeaSpine Holdings Corporation;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(a)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(b)

(c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting;
and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report
financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date:

August 4, 2020

/s/ John J. Bostjancic
John J. Bostjancic
Chief Financial Officer

Exhibit 32.1
Certification of Principal Executive Officer
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
I, Keith C. Valentine, President and Chief Executive Officer of SeaSpine Holdings Corporation (the “Company”), hereby certify that, to my knowledge:
1.

The Quarterly Report on Form 10-Q of the Company for the quarter ended June 30, 2020 (the “Report”) fully complies with the
requirement of Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

Date:

August 4, 2020

/s/ Keith C. Valentine
Keith C. Valentine
Chief Executive Officer

Exhibit 32.2
Certification of Principal Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
I, John J. Bostjancic, Senior Vice President and Chief Financial Officer of SeaSpine Holdings Corporation (the “Company”), hereby certify that, to my
knowledge:
1.

The Quarterly Report on Form 10-Q of the Company for the quarter ended June 30, 2020 (the “Report”) fully complies with the
requirement of Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

Date:

August 4, 2020

/s/ John J. Bostjancic
John J. Bostjancic
Chief Financial Officer

