
 
ROC

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549
 

FORM  10-K
 

(Mark One)

        
         ☒
        

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended  December 31 ,  2023
OR

        
         ☐
        

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission File Number:  001-40228
 

CARMELL CORPORATION
(Exact Name of Registrant as Specified in its Charter)

 

 

        
         Delaware

        

        
         86-1645738

        
( State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

        
         2403 Sidney Street

        , 
        

         Suite 300
        

        
         Pittsburgh

        , 
        

         Pennsylvania
        

        
         15203

        
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: ( 919 )  313-9633
 

Securities registered pursuant to Section 12(b) of the Act: 
 

Title of each class  
Trading

Symbol(s)  Name of each exchange on which registered

        
         Common Stock, par value $0.0001 per share
         

        
         CTCX

         

The 
        

         Nasdaq
         Stock Market LLC

        
         Redeemable Warrants, each whole warrant exercisable for one share of Common Stock at 
an exercise price of $11.50
         

        
         CTCXW

         

The 
        

         Nasdaq
         Stock Market LLC

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. YES ☐ NO ☒ 

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. YES ☐ NO ☒ 

Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has 
been subject to such filing requirements for the past 90 days. YES ☒ NO ☐
Indicate by check mark whether the Registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was 
required to submit such files). YES ☒ NO ☐
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and 
“emerging growth company” in Rule 12b-2 of the Exchange Act.
 

Large accelerated filer  ☐  Accelerated filer  ☐

        
         Non-accelerated filer
        

 ☒  Smaller reporting company  
        
         
☒
        

Emerging growth company  
        
         ☒
        

    

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public 
accounting firm that prepared or issued its audit report.  ☐
If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the correction of an error to previously issued financial statements.  ☐
Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). ☐
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES ☐ NO  ☒
The aggregate market value of the registrant’s Class A Common Stock held by non-affiliates of the registrant, based on the closing price of the registrant’s Class A Common Stock as reported on the Nasdaq Capital Market on June 30, 2023, was approximately $
    
     159.1
     million. This determination of affiliate status is not a determination for other purposes.

The number of shares of Registrant’s Common Stock outstanding as of March 27, 2024 was 
    
     19,245,248
    .

DOCUMENTS INCORPORATED BY REFERENCE

Information required in response to Part III of this Annual Report on Form 10-K is hereby incorporated by reference to portions of the registrant’s Proxy Statement for the Annual Meeting of Stockholders to be held in 2024. The Proxy Statement will be filed by the registrant with 
the U.S. Securities and Exchange Commission no later than 120 days after the end of the registrant’s fiscal year ended December 31, 2023

 



 
Table of Contents

 
  Page
PART I  
Item 1. Business 1
Item 1A. Risk Factors 10
Item 1B. Unresolved Staff Comments 31
Item 1C. Cybersecurity 31
Item 2. Properties 32
Item 3. Legal Proceedings 32
Item 4. Mine Safety Disclosures 32
  
PART II  
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 33
Item 6. [Reserved] 33
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 34
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 39
Item 8. Financial Statements and Supplementary Data 40
Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 72
Item 9A. Controls and Procedures 72
Item 9B. Other Information 72
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections 72
  
PART III  
Item 10. Directors, Executive Officers and Corporate Governance 73
Item 11. Executive Compensation 73
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 73
Item 13. Certain Relationships and Related Transactions, and Director Independence 73
Item 14. Principal Accounting Fees and Services 73
  
PART IV  
Item 15. Exhibits, Financial Statement Schedules 74
Item 16. Form 10-K Summary 76
 

i



 
PART I

Item 1. Business.

Unless the context requires otherwise, references in this Annual Report on Form 10-K (this “Annual Report”) to “Carmell,” the “Company,” “we,” “us,” or “our,” prior to the closing of the Business Combination (as 
defined below), are intended to refer to Carmell Therapeutics Corporation, a Delaware corporation, (“Legacy Carmell”) and, after the closing of the Business Combination, are intended to refer to Carmell 
Corporation, a Delaware corporation, and its consolidated subsidiaries. 
 

Forward-Looking Statements

This Annual Report includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, 
as amended (the “Exchange Act”). These forward-looking statements are based on current expectations and projections about future events. These forward-looking statements are subject to known and unknown 
risks, uncertainties, and assumptions about us that may cause our actual results, levels of activity, performance, or achievements to be materially different from any future results, levels of activity, performance, or 
achievements expressed or implied by such forward-looking statements. In some cases, forward-looking statements can be identified by terminology such as “may,” “might,” “should,” “could,” “will,” “would,” 
“expect,” “intends,” “plan,” “possible,” “potential,” “predict,” “project,” “anticipate,” “believe,” “estimate,” “continue,” or the negative of such terms or other similar expressions, but the absence of these words does not 
mean that a statement is not forward-looking. Such statements include, but are not limited to, statements and expectations regarding our expected future growth and our ability to manage such growth, the ability to 
maintain the listing of our common stock and warrants on the Nasdaq Capital Market (“Nasdaq”), our estimates regarding anticipated operating losses, future revenue, capital requirements and our needs for, and 
ability to raise, financing in the future, our success in retaining or recruiting officers, key employees or directors, factors relating to our business, operations and financial performance, including the success of our 
development efforts with respect to our products, our ability to develop, obtain regulatory approval for and commercialize our products, market acceptance of our products, our ability to compete effectively and 
developments within our industry, market conditions in our industry, the ability to recognize the anticipated benefits of the Business Combination (as defined herein), as well as all other statements other than 
statements of historical fact included in this Annual Report. 

The forward-looking statements contained in this Annual Report are based on current expectations and beliefs concerning future developments and their potential effects on us. There can be no assurance that 
future developments affecting us will be those that we have anticipated. These forward-looking statements involve a number of risks, uncertainties and other assumptions that may cause actual results or 
performance to be materially different than those expressed or implied by these forward-looking statements. These risks and uncertainties include, but are not limited to, those listed under Part I, Item 1A. “Risk 
Factors,” Part II, Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in this Annual Report and those risks described in our other filings with the U.S. 
Securities and Exchange Commission (the “SEC”). Given these risks and uncertainties, you should not rely on these forward-looking statements as predictions of future events. The forward-looking statements 
contained in this Annual Report are made as of the date of this Annual Report. We do not undertake any obligation to update or revise any forward-looking statements, whether as a result of new information, future 
events or otherwise, except as may be required under applicable securities laws. Any public statements or disclosures by us following this Annual Report that modify or impact any of the forward-looking statements 
contained in it will be deemed to modify or supersede such statements in this Annual Report. 
 

Business Overview

Carmell is a bio-aesthetics company that utilizes the Carmell SecretomeTM to support skin and hair health. The Carmell SecretomeTM consists of a potent cocktail of growth factors and proteins extracted from 
allogeneic human platelets sourced from U.S. Food and Drug Administration-approved tissue banks. Over the past seven years, Carmell has extensively tested the technology underpinning the Carmell 
SecretomeTM. In addition, we have developed a novel microemulsion formulation that enables delivery of lipophilic and hydrophilic ingredients without relying on the Foul FourteenTM, which are 14 potentially 
harmful excipients that are commonly used by other companies to impart texture, stability, and other desirable physicochemical attributes to cosmetic products. Additionally, Carmell’s microemulsion formulations do 
not utilize mineral or vegetable oils across its entire product line and are designed to be non-comedogenic. We are also developing a line of men’s products and a line of topical haircare products. All of our cosmetic 
skincare and haircare products are tailored to meet the demanding technical requirements of professional care providers and discerning retail consumers. Our product pipeline also includes innovative regenerative 
bone and tissue healing products that are under development.
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Recent Developments

Business Combination

On July 14, 2023 (the “Closing Date”), we consummated a business combination (the “Business Combination”) pursuant to the terms of the Business Combination Agreement, date as of January 4, 2023 (the 
“Business Combination Agreement”), by and among Alpha Healthcare Acquisition Corp. III, a Delaware corporation and the predecessor to Carmell (“Alpha”), Carmell Therapeutics Corporation, a Delaware 
corporation, (“Legacy Carmell”), and Candy Merger Sub, Inc., a Delaware corporation (“Merger Sub”), pursuant to which Merger Sub merged with and into Legacy Carmell, with Legacy Carmell as the surviving 
company of the Business Combination. Pursuant to the Business Combination Agreement, on the Closing Date, Alpha changed its name to “Carmell Therapeutics Corporation” and Legacy Carmell changed its 
name to “Carmell Regen Med Corporation.” On August 1, 2023, Carmell filed an amendment to its Third Amended and Restated Certificate of Incorporation with the Delaware Secretary of State to change its name 
to “Carmell Corporation.”
 
Pursuant to the Business Combination Agreement, at the effective time of the Business Combination (the “Effective Time”), (i) each outstanding share of common stock of Legacy Carmell (the “Legacy Carmell 
common stock”) was converted into the right to receive a number of shares of common stock, par value $0.0001 per share, of the Company (the “Common Stock”) equal to the applicable Exchange Ratio (as 
defined in the Business Combination Agreement); (ii) each outstanding share of preferred stock of Legacy Carmell was converted into the right to receive the aggregate number of shares of Common Stock that 
would be issued upon conversion of the underlying Legacy Carmell common stock, multiplied by the applicable Exchange Ratio; (iii) each outstanding option and warrant to purchase Legacy Carmell common stock 
was converted into an option or warrant, as applicable, to purchase a number of shares of Common Stock equal to the number of shares of Legacy Carmell common stock subject to such option or warrant 
multiplied by the applicable Exchange Ratio; and (iv) each outstanding share of Alpha Class A common stock, par value $0.0001 per share (“Class A Common Stock”), and each share of Alpha Class B common 
stock, par value $0.0001 per share (“Class B Common Stock”), was converted into one share of Common Stock. As of the Closing Date, the Exchange Ratio with respect to Legacy Carmell common stock was 
0.06154, and the Exchange Ratio with respect to each outstanding derivative equity security of Legacy Carmell was between 0.06684 and 0.10070.
 
On July 11, 2023, the record date for the special meeting of Alpha’s stockholders to approve the Business Combination (the “Special Meeting”), there were (i) 15,444,103 shares of Class A Common Stock issued 
and outstanding and (ii) 3,861,026 shares of Class B Common Stock issued and outstanding and held by AHAC Sponsor III LLC, Alpha’s sponsor (the “Sponsor”). In addition, on the closing date of Alpha’s initial 
public offering (the “IPO”), Alpha had issued 455,000 warrants to purchase Class A Common Stock to the Sponsor in a private placement. Prior to the Special Meeting, holders of 12,586,223 shares of Class A 
Common Stock included in the units issued in the IPO (excluding 1,705,959 shares of the Alpha’s Class A Common Stock purchased by Meteora (as defined below) directly from the redeeming stockholders under 
the Forward Purchase Agreement (as defined below)) exercised their right to redeem such shares for cash at a price of approximately $10.28 per share (net of the withholding for federal and franchise tax liabilities), 
for an aggregate redemption price of $29,374,372. The redemptions were paid out of Alpha’s trust account, which, after taking into account the redemptions but before any transaction expense, had a balance of 
$29,376,282 at the Closing Date.
 
Forward Purchase Agreement

On July 9, 2023, Alpha and each of Meteora Special Opportunity Fund I, LP (“MSOF”), Meteora Capital Partners, LP (“MCP”) and Meteora Select Trading Opportunities Master, LP (“MSTO”) (with MCP, MSOF, and 
MSTO collectively as the “Sellers” or “Meteora”) entered into a forward purchase agreement (the “Forward Purchase Agreement”) providing for an over-the-counter equity forward transaction relating to, prior to the 
Effective Time, the Class A Common Stock and, after the Effective Time, the Common Stock. The primary purpose of entering into the Forward Purchase Agreement was to help ensure the Business Combination 
would be consummated.
 
Pursuant to the terms of the Forward Purchase Agreement, at the closing of the Business Combination, the Sellers purchased directly from the redeeming stockholders of Alpha 1,705,959 shares of Class A 
Common Stock (the “Recycled Shares”) at a price of $10.28 per share (the “Initial Price”), which is the price equal to the redemption price at which holders of Class A Common Stock were permitted to redeem their 
shares in connection with the Business Combination pursuant to Section 9.2(a) of Alpha’s Second Amended and Restated Certificate of Incorporation, as amended (the “Second Amended Charter”). In accordance 
with the terms of the Forward Purchase Agreement, at the Closing Date, the Company paid to the Sellers an aggregate cash amount of $17,535,632, which was equal to the product of (a) the Recycled Shares and 
(b) the Initial Price.
 
The settlement date will be the earliest to occur of (a) the first anniversary of the Closing Date, and (b) after the occurrence of (i) a Delisting Event (as defined in the Forward Purchase Agreement) or (i) a 
Registration Failure (as defined in the Forward Purchase 

 
2



 
Agreement), upon the date specified by Meteora in a written notice delivered to the Company at Meteora’s discretion (which settlement date shall not be earlier than the date of such notice). Any Recycled Shares 
not sold in accordance with the early termination provisions described below will incur a $0.50 per share termination fee payable by the Company to Meteora at settlement.
 
From time to time and on any date following the Business Combination (any such date, an “OET Date”) and subject to the terms and conditions below, Meteora may, in its absolute discretion, and so long as the 
daily volume-weighted average price (“VWAP Price”) of the Recycled Shares is equal to or exceeds the Reset Price (as defined in the Forward Purchase Agreement), terminate the transaction in whole or in part by 
providing written notice (an “OET Notice”) in accordance with the terms of the Forward Purchase Agreement. The effect of an OET Notice given shall be to reduce the number of shares by the number of Terminated 
Shares (as defined in the Forward Purchase Agreement) specified in such OET Notice with effect as of the related OET Date. As of each OET Date, the Company shall be entitled to an amount from Meteora, and 
Meteora shall pay to the Company an amount equal to the product of (a) the number of Terminated Shares multiplied by (b) the Initial Price in respect of such OET Date.
 
The Reset Price is initially $11.50 and subject to a $11.50 floor (the “Reset Price Floor”). The Reset Price will be adjusted on the first scheduled trading day of every week commencing with the first week following 
the seventh day after the closing of the Business Combination to be the lowest of (a) the then-current Reset Price and (b) the VWAP Price of the shares of the Common Stock of the prior week; provided that the 
Reset Price shall be no lower than the Reset Price Floor. On July 9, 2023, in connection with the Forward Purchase Agreement, the Sellers entered into a Non-Redemption Agreement with the Company, pursuant 
to which the Sellers agreed not to exercise redemption rights under the Second Amended Charter with respect to an aggregate of 100,000 shares of Common Stock.
 
Axolotl Biologix Acquisition

On August 9, 2023 (the “Merger Closing Date”), we completed the acquisition of Axolotl Biologix, Inc. (“AxoBio”), pursuant to an Agreement and Plan of Merger, dated July 26, 2023 (the “Merger Agreement”), by 
and among the Company, AxoBio, Aztec Merger Sub, Inc., a wholly-owned subsidiary of the Company (“Merger Sub I”), and Axolotl Biologix LLC, a wholly owned subsidiary of the Company (“Merger Sub II”). Upon 
the closing of the transactions contemplated by the Merger Agreement (the “Merger Closing”), (a) Merger Sub I merged with and into AxoBio, after which the separate corporate existence of Merger Sub I ceased, 
and AxoBio continued as a the surviving corporation, and (b) AxoBio merged with and into Merger Sub II, after which AxoBio ceased to exist, and Merger Sub II survived as a wholly-owned subsidiary of the 
Company (collectively, the “AxoBio Acquisition”). AxoBio’s commercial product is a human amnion allograft that is primarily used as a structural barrier for diabetic foot ulcers. At the effective time of the AxoBio 
Acquisition (the “Merger Effective Time”), each share of AxoBio’s common stock, par value $0.001 per share (“AxoBio Common Stock”), (other than Dissenting Shares (as defined in the Merger Agreement) and 
shares held as treasury stock) issued and outstanding as of immediately prior to the Merger Effective Time was canceled and converted into the right to receive a pro- rata share of:

• $8,000,000 in cash (the “Closing Cash Consideration”), payable upon delivery of AxoBio’s audited financial statements;

• 3,845,337 shares of Common Stock and 4,243 shares of the Company’s newly designated Series A Convertible Voting Series A Preferred Stock, $0.0001 par value per share (the “Series A Preferred 
Stock”), issued upon the Merger Closing Date (the “Closing Share Consideration”); and

• Up to $9,000,000 in cash and up to $66,000,000 in shares of Common Stock that, in each case, were subject to a performance-based earnout (the “Earnout”). 
 
The Closing Share Consideration of $57,000,000 was calculated using a 30-day average daily VWAP of $7.05 per share. Pursuant to the terms of the Series A Preferred Stock, each share of Series A Preferred 
Stock will automatically convert into 1,000 shares of Common Stock upon stockholder approval of the issuance of the shares of Common Stock issuable upon such conversion and will cease to have any rights other 
than with respect to such conversion. 
 
Axolotl Biologix Disposition

On March 20, 2024, we entered into a Membership Interest Purchase Agreement (the “Purchase Agreement”) with the former stockholders of AxoBio (the “Buyers”) to sell all of the outstanding limited liability 
company interests of AxoBio to the Buyers in exchange for the return of the Closing Share Consideration, the cancellation of the notes payable by the Company to the Buyers in an aggregate principal amount of 
$8,000,000 issued as the Closing Cash Consideration and termination of the Company’s obligations with respect to the Earnout (the “AxoBio Disposition”). AxoBio did not produce any revenue from its products 
from November 2023 onwards, and revenue from such products is not anticipated in the future due to anticipated changes in Centers for Medicare & Medicaid Services (“CMS”) reimbursement policies. The assets 
and liabilities of AxoBio are classified as available for sale on the accompanying 
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consolidated balance sheets, and the results of its operations are reported as discontinued operations in the accompanying consolidated statements of operations. The AxoBio Disposition closed on March 26, 
2024.
 

Our Product Portfolio 

Carmell Cosmetic Skincare Product and Product Pipeline

We are leveraging our proprietary formulation of growth factors, proteins and peptides to create the world's first cosmetic skincare line using the Carmell SecretomeTM. This proprietary formulation is derived from 
allogeneic human platelets, which support the body's own innate regenerative healing system. Our team of scientists and engineers have worked on past projects focused on the biologics and medical device space 
and have extensive experience and technical expertise in creating biologically active materials that are safe and effective.
 
Our skincare products use allogeneic platelet-rich plasma (“PRP”) sourced from FDA-registered and American Association of Blood Banks-accredited U.S. blood banks. Before being processed into the Carmell 
SecretomeTM, each unit of PRP is individually tested to ensure that it is free from blood-borne pathogens. As an additional safety precaution, the pooled plasma is heat-treated and irradiated to inactivate any 
viruses. Carmell SecretomeTM manufacturing is a highly controlled process with multiple in-process checks and release testing. Two additional sterilization steps, including gamma irradiation, are incorporated into 
every batch. Our formulation contains over 1000 growth factors, proteins, and peptides, but no live cells.
 
Our technology is based on the premise that a healthy human body can heal itself from simple wounds and fight against microbes. Platelets play a key role in both fighting infections and in healing. Platelets contain 
growth factors and other proteins that play a crucial role in the body's healing response. Growth factors and proteins in PRP have been known to stimulate collagen production, tissue repair and cell regeneration. 
This can lead to improved skin texture, reduced appearance of fine lines and wrinkles, and an overall rejuvenation of the skin. 
 
When the body responds to a natural injury, platelets break apart to release proteins and growth factors to aid healing. During the creation of Carmell SecretomeTM, this same natural process is utilized. Platelets are 
activated with calcium chloride, causing the release of their protein secretome, which is carefully processed to ensure safety and shelf stability. No intact cells or platelets remain. We have conducted protein assays 
to test for protein potency and stability testing under various temperature conditions to ensure that our product remains bioactive on the shelf in real-world conditions. 
 
In addition, we have also developed a novel microemulsion formulation to help support the permeability of our ingredients into the stratum corneum, which is the outermost layer of the skin. Additionally, our 
microemulsion formulations do not utilize mineral or vegetable oils across our entire product line and are designed to be non-comedogenic.
 
We also believe that what is not in our products is a key differentiator. Our skincare products do not contain the “Foul 14”, which are chemicals and excipients that may harm human health and the environment. 
These fourteen chemicals and excipients include sulfates, silicones, silicates, phthalates, petrolatum, parabens, parfums, formaldehydes, food allergens, ethanolamines, ethyl alcohols, PFAs (per- and 
polyfluoroalkyls), coal tar dyes, and benzene.
 
Our cosmetic products are developed and manufactured in the United States. 
 
Skincare Product Portfolio

Our first cosmetic skincare product, Carmell G.L.E.E, was commercially launched in March 2024, with nine more skincare products in our pipeline. Our product portfolio includes the following: 

General

• Carmell G.L.E.E. – Gold limited edition exclusive daily cream to reduce the appearance of wrinkles and blemishes.

• Youth restoring formula – daily cream to reduce the appearance of wrinkles and blemishes.

• Ultra-brightening formula – extra strength anti-blemish and skin brightening actions.

• Ultra-hydrating formula – extra strength skin hydrating and plumping action.
 
Undereye
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• Undereye AM formula – reduce the appearance of dark circles, crepey skin, and photoprotection during the daytime.

• Undereye PM formula – calm and strengthen undereye skin at bedtime.
 
Mother & Child

• Mother care formula – formulated for sensitive and mechanically stressed skin during pregnancy.

• Ultra-gentle formula – formulated for daily use for the most sensitive skin types.
 
Doctor Dispensed

• Treatment-enhancing formula - for use by professional care providers to soothe and repair the skin barrier following aesthetic treatments.

• Rapid Recovery formula – for use by professional care providers to support recovery.
 

Marketing and Competition

According to a May 2023 study conducted by McKinsey & Company, State of Fashion: Beauty, the skincare and haircare markets were approximately $280 billion in 2022 and are expected to grow at a 6.4% 
compound annual growth rate (“CAGR”). In addition, the aesthetics market is growing 36% faster than pharmaceuticals, according to Statista.
 
We plan to employ an omnichannel distribution strategy and sell our products through retailers in the United States and online through direct e-commerce channels. 
 

• E-commerce. E-commerce is expected to be an important component of our engagement and innovation model. Our digital engagement model is expected to drive conversion on our e-commerce 
website, where we plan to sell our full product offerings. We also plan to make our products available at other e-commerce sites to make them more widely accessible to our consumers.

• National retailers. We plan to sell our products in the United States primarily through mass and specialty retail channels.

• International. We are also exploring the potential of selling in various international markets but do not have any current plans to sell our products internationally.
 
The beauty industry is relatively concentrated, with a significant portion of retail sales in the United States generated by brands owned by a few large multinational companies, such as L’Oréal, Estee Lauder, Coty, 
Revlon, Shiseido, Johnson & Johnson, and Procter & Gamble. These large multinational companies typically own multiple brands. In addition to the traditional brands against which we compete, small independent 
companies continue to enter the market with new brands and customized product offerings.
 
Bone and Tissue Healing Products

Our Bone Healing Accelerant (“BHA”) and tissue healing accelerant (“THA”) product candidates are based on patents licensed from Carnegie Mellon University (“CMU”) that claim the ability to plasticize allogeneic 
platelet-enriched plasma and crosslink proteins with genipin, a derivative of the gardenia plant, to provide a controlled degradation profile in vivo. BHA, a biologic, has been designated by the FDA as a combination 
product containing the Company’s core technology of plasma-based material plus b Tri-Calcium Phosphate (“b-TCP”), an already approved medical device. 
 
Legacy Carmell’s early years were focused on discovering and formulating the plasma-based materials technology, filing for now-issued patents, conducting preclinical experiments aimed at exploring promising 
areas for accelerated and enhanced healing and conducting a Phase 2 clinical trial. Beginning in 2016, Legacy Carmell focused on moving BHA and THA from research to development. BHA is designed to be used 
in multiple bone applications, such as trauma fixation surgeries, including severe tibia fractures, spinal fusion, foot/ankle fusion and dental bone graft substitutes. THA is designed to be used in chronic wound care 
and aesthetic applications and is similar in formulation to BHA minus one material, b-TCP. The form of these two product candidates would feel different to the physicians/surgeons, with BHA being a “putty” form 
(due to the b-TCP) and THA being a “paste” form. 
 
Carmell has conducted multiple preclinical studies that support our belief that BHA has the potential to heal wounds and accelerate bone healing of high quality, as measured by density, vascularity, and the 
presence of woven bone. The Company has submitted its BHA product candidate to the FDA as an Investigational New Drug (“IND”) in severe open tibia fractures, and the FDA agreed that the 

 
5



 
Company could pursue its proposed Phase 2 clinical trial under the IND. The FDA also granted a fast-track designation for the BHA program as the product candidate has the potential to meet a significant unmet 
need. However, following the closing of the AxoBio Acquisition, we have reprioritized further development and ceased clinical studies of our product candidates so that we can focus on the near-term 
commercialization of our cosmetic skincare and haircare product lines.
 
The production of our product candidates and any future research and development activities related to our product candidates are subject to extensive regulation by numerous governmental authorities in the United 
States, including the FDA. Prior to marketing in the United States, any product candidate we develop must undergo rigorous preclinical (animal) and clinical (human) testing and an extensive regulatory approval 
process implemented by the FDA under the Federal Food, Drug and Cosmetics Act (the “FDCA”). If we pursue research and development activities related to these product candidates in the future, there can be no 
assurance that we will not encounter problems in preclinical testing or clinical trials that will cause us or the FDA to delay or suspend the clinical trials for such product candidates or delay or prohibit us from 
initiating future clinical trials. The marketing of our product candidates, if approved, would also be subject to extensive regulation by numerous governmental authorities in the United States.
 
In addition to FDA approval, the success of BHA and THA will depend in part on our ability to obtain patents and product license rights, maintain trade secrets, and operate without infringing on the proprietary rights 
of others, both in the United States and other countries. There can be no assurance that patents issued to or licensed by us will not be challenged, invalidated, or circumvented or that the rights granted thereunder 
will provide us with proprietary protection or competitive advantages.
 
CMU Exclusive License Agreement

In 2008, Carmell and CMU entered into an exclusive license agreement. Under the terms of the agreement, as subsequently amended, CMU granted the Company the exclusive rights to develop and commercialize 
plasma-based bioactive material, also known as “Biocompatible Plasma-Based Plastics,” for all fields of use and all worldwide geographies (the “Amended License Agreement”). The Company is required to use its 
best efforts to introduce the licensed technology into the commercial market as soon as possible and meet certain milestones as stipulated within the Amended License Agreement. CMU retains the right to use any 
derivative technology developed by the Company as a result of its use of this technology and retains the intellectual property rights to the licensed technology under the Amended License Agreement, including 
patents, copyrights, and trademarks. The terms of the Amended License Agreement apply only to our BHA and THA products.
 
The Amended License Agreement is effective until January 30, 2028, or until the expiration of the last-to-expire patent relating to this technology, whichever comes later, unless otherwise terminated pursuant to 
another provision within the Amended License Agreement. The last-to-expire patent relating to the technology is expected to expire on September 2, 2030. Failure to perform in accordance with the agreed-upon 
milestones is grounds for CMU to terminate the Amended License Agreement prior to the expiration date, in addition to our default in the payment of any amount required to be paid under the Amended License 
Agreement. Prior to a qualified initial public offering or a qualified sale, CMU has the right to subscribe for additional equity securities so as to maintain its then percentage of ownership in the Company. The 
Business Combination did not qualify as a qualified initial public offering or qualified sale under the Amended License Agreement. 
 
We have agreed to pay certain royalties to CMU under the Amended License Agreement at the rate of two and seven-hundredths percent (2.07%) of net sales of (as defined in the Amended License Agreement) 
until the Amended License Agreement expires or is terminated in accordance with its terms. We have also agreed to pay CMU twenty-five percent (25%) of sublicense fees received, due and payable upon receipt 
of sublicense fees by the Company. No royalties have been accrued or paid under the Amended License Agreement, as no products utilizing the licensed technology have been commercialized.
 
The Company is not obligated to make milestone payments but is required to meet certain minimum performance requirements to maintain the license under the Amended License Agreement as exclusive. Such 
Minimum Performance Requirements include: (i) CE Mark submission under the European Medical Devices Regulation by December 31, 2023, (ii) FDA BLA submission involving the first licensed product by 
December 31, 2026, (iii) Biologics License Application (“BLA”) approval for the first licensed product by December 31, 2027, and (iv) introduction of a licensed product to be achieved within 12 months of receipt of 
FDA clearance to market.
 

Trademarks and Other Intellectual Property

We believe that our intellectual property has substantial value and will contribute significantly to the success of our business. Our primary trademarks include, among others, “Carmell Cosmetics,” “Carmell 
Secretome,” “Foul 14,” and Carmell's branding logos, including its clover-shaped logo, all of which are registered or have registrations pending with the U.S. Patent and Trademark Office for our goods and services 
of primary interest. Our trademarks are expected to be valuable assets that reinforce the distinctiveness of our brands and our consumers’ perception of our products. In addition to trademark protection, we own 
several domain names, including the domain name of our e-commerce website. We also rely on and use commercially reasonable measures to protect our unpatented 
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proprietary technology, which includes our expertise and product formulations, continuing innovation and other know-how to develop and maintain our competitive position. In addition, the intellectual property 
related to our BHA and THA products include twenty-one patents that include exclusive, worldwide licenses from CMU.

 
Government Regulation

Regulation of Cosmetics

We are subject to various federal, state and international laws and regulations, including regulation in the United States by the FDA, the Consumer Product Safety Commission (the “CPSC”) and the Federal Trade 
Commission (the “FTC”), among others. These laws and regulations principally relate to the ingredients, proper labeling, advertising, packaging, marketing, manufacture, safety, shipment and disposal of our 
products. 
 
In the United States, the FDCA defines cosmetics as articles or components of articles intended for application to the human body to cleanse, beautify, promote attractiveness, or alter the appearance, with the 
exception of soap. The labeling of cosmetic products is subject to the requirements of the FDCA, the Fair Packaging and Labeling Act, the Poison Prevention Packaging Act and other FDA regulations. Cosmetics 
are not subject to pre-market approval by the FDA; however, certain ingredients, such as color additives, must be pre-approved for the specific intended use of the product and are subject to certain restrictions on 
their use. If a company has not adequately substantiated the safety of its products or ingredients by, for example, performing appropriate toxicological tests or relying on already available toxicological test data, then 
a specific warning label is required. The FDA may, by regulation, require other warning statements on certain cosmetic products for specified hazards associated with such products. FDA regulations also prohibit or 
otherwise restrict the use of certain types of ingredients in cosmetic products.
 
In addition, the FDA requires that cosmetic labeling and claims be truthful and not misleading. Moreover, cosmetics may not be marketed or labeled for their use in treating, preventing, mitigating, or curing disease 
or other conditions or in affecting the structure or function of the body, as such claims would render the products to be a drug and subject to regulation as a drug. The FDA has issued warning letters to cosmetic 
companies alleging improper drug claims regarding their cosmetic products. In addition to FDA requirements, the FTC, as well as state consumer protection laws and regulations, can subject a cosmetics company 
to a range of requirements and theories of liability, including similar standards regarding false and misleading product claims, under which FTC or state enforcement or class-action lawsuits may be brought.
 
In the United States, the FDA has not promulgated regulations establishing mandatory Good Manufacturing Practices (“GMP”) for cosmetics. However, the FDA’s draft guidance on cosmetic GMP, most recently 
updated in June 2013, provides recommendations related to process documentation, recordkeeping, building and facility design, equipment maintenance and personnel, and compliance with these 
recommendations can reduce the risk that the FDA finds such products have been rendered adulterated or misbranded in violation of applicable law. The FDA also recommends that manufacturers maintain 
product complaints and recall files and voluntarily report adverse events to the FDA.
 
The FDA monitors compliance of cosmetic products through market surveillance and inspection of cosmetic manufacturers and distributors to ensure that the products are not manufactured under unsanitary 
conditions or labeled in a false or misleading manner. Inspections also may arise from consumer or competitor complaints filed with the FDA. In the event the FDA identifies unsanitary conditions, false or 
misleading labeling, or any other violation of FDA regulation, the FDA may request, or a manufacturer may independently decide to conduct a recall or market withdrawal of products. In addition, under the 
Modernization of Cosmetic Regulation Act of 2022 (“MoCRA”), manufacturers of cosmetic products will become subject to more onerous FDA obligations once implemented via regulation, including adverse event 
reporting and record retention requirements, safety substantiation requirements, facility registration requirements, product listing requirements, mandatory GMP requirements and labeling requirements for certain 
products. Under MoCRA, the FDA was also granted new enforcement authorities over cosmetics, such as the ability to initiate mandatory recalls and to obtain access to certain product records.
 
Moreover, the FTC regulates and can bring enforcement action against cosmetic companies for deceptive advertising and lack of adequate scientific substantiation for claims. The FTC requires that companies have 
a reasonable basis to support marketing claims. What constitutes a reasonable basis can vary depending on the strength or type of claim made or the market in which the claim is made, but objective evidence 
substantiating the claim is generally required.
 
Regulation of BHA and THA

In the United States, biological products, including our BHA and THA products, are licensed by the FDA for marketing under the Public Health Service Act (the “PHS Act”) and regulated under the FDCA. Both the 
FDCA and the PHS Act and their corresponding regulations 
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govern, among other things, the testing, manufacturing, safety, purity, potency, efficacy, labeling, packaging, storage, record keeping, distribution, marketing, sales, import, export, reporting, advertising and other 
promotional practices involving drug and biological products. FDA clearance of an IND must be obtained before initiating clinical testing of biologic products. FDA licensure also must be obtained before marketing 
biological products. The process of obtaining regulatory approvals and the subsequent compliance with appropriate federal, state, local and foreign statutes and regulations require the expenditure of substantial 
time and financial resources.
 
There are also various laws and regulations regarding laboratory practices and the use and disposal of hazardous or potentially hazardous substances, among others, in connection with the research. In each of 
these areas, the FDA and other regulatory authorities have broad regulatory and enforcement powers, including the ability to levy fines and civil penalties, suspend or delay issuance of approvals, seize or recall 
products, and withdraw approvals.
 
After the completion of clinical trials of a biological product, FDA approval of a BLA must be obtained before commercial marketing of the product. The BLA must include results of product development, laboratory 
and animal studies, human studies, information on the manufacture and composition of the product, proposed labeling and other relevant information. The testing and approval processes require substantial time 
and effort, and there can be no assurance that the FDA will accept the BLA for filing and, even if filed, that any approval will be granted on a timely basis, if at all.
 
Under the Prescription Drug User Fee Act, as amended, each BLA may be accompanied by a significant user fee. Under federal law, the submission of most applications is subject to an application user fee. The 
sponsor of an approved application is also subject to an annual program fee. Fee waivers or reductions are available in certain circumstances, including a waiver of the application fee for the first application filed by 
a small business. Additionally, no user fees are assessed on BLAs for product candidates designated as orphan drugs, unless the product candidate also includes a non-orphan indication.
 
If a product receives regulatory approval, the approval may be significantly limited to specific diseases and dosages, or the indications for use may otherwise be limited, which could restrict the commercial value of 
the product. Further, the FDA may require that certain contraindications, warnings or precautions be included in the product labeling. The FDA may impose restrictions and conditions on product distribution, 
prescribing, or dispensing in the form of a risk management plan or otherwise limit the scope of any approval. In addition, the FDA may require post-marketing clinical trials, sometimes referred to as Phase 4 clinical 
trials, designed to further assess a biological product’s safety and effectiveness, and testing and surveillance programs to monitor the safety of approved products that have been commercialized. As a condition for 
approval, the FDA may also require additional nonclinical testing as a Phase 4 commitment.
 
Maintaining substantial compliance with applicable federal, state, and local statutes and regulations requires the expenditure of substantial time and financial resources. Rigorous and extensive FDA regulation of 
biological products continues after approval, particularly with respect to GMP. 
 
In the event our BHA and THA products are commercialized, we also must comply with the FDA’s advertising and promotion requirements, such as those related to direct-to-consumer advertising, the prohibition on 
promoting products for uses or inpatient populations that are not consistent with the product’s approved labeling (known as “off-label use”), industry-sponsored scientific and educational activities, and promotional 
activities involving the internet. Discovery of previously unknown problems or the failure to comply with the applicable regulatory requirements may result in restrictions on the marketing of a product or withdrawal of 
the product from the market, as well as possible civil or criminal sanctions. 
 
Failure to comply with the applicable U.S. requirements at any time during the product development process, approval process or after approval may subject an applicant or manufacturer to administrative or judicial 
civil or criminal sanctions and adverse publicity. FDA sanctions could include refusal to approve pending applications, withdrawal of an approval or license revocation, clinical hold, warning or untitled letters, product 
recalls, product seizures, total or partial suspension of production or distribution, injunctions, fines, refusals of government contracts, mandated corrective advertising or communications with doctors, debarment, 
restitution, disgorgement of profits, or civil or criminal penalties. Any agency or judicial enforcement action could have a material adverse effect.
 
Other Government Regulation

We are also subject to a number of federal, state and international laws and regulations that impact companies conducting business on the Internet, including regulations related to consumer protection, the 
promotion and sale of merchandise, privacy, use and protection of consumer and employee personal information and data (including the collection of data from minors), behavioral tracking, and advertising and 
marketing activities (including sweepstakes, contests and giveaways).
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Supply Chain

We manufacture our products at our primary location in Pittsburgh, Pennsylvania. We recognize the importance of our employees at our manufacturing facilities and have programs in place to ensure operating 
safety. In addition, we implement programs to ensure that our manufacturing and distribution facilities comply with applicable environmental rules and regulations.
 
We purchase the raw materials for all our products from various third parties. We also purchase packaging components that are manufactured to our design specifications. We collaborate with our suppliers to meet 
our stringent design and creative criteria. We believe that we currently have adequate sources of supply for all our products. We review our supplier base periodically with the specific objectives of improving quality, 
increasing innovation and speed-to-market, ensuring supply sufficiency and reducing costs.
 
We have experienced no disruptions in our supply chain, and we actively work to anticipate and respond to actual and potential disruptions. We continually benchmark the performance of our supply chain, augment 
our supply base, enhance our forecasting and planning capabilities, and adjust our inventory strategy based on the business's changing needs. We also continue to explore options to further optimize our supply 
chain operations as our cosmetic skincare products are commercialized.
 

Environmental Compliance

We are subject to numerous federal, state, municipal and local environmental, health and safety laws and regulations relating to, among other matters, safe working conditions, product stewardship and 
environmental protection, including those relating to emissions to the air, discharges to land and surface waters, generation, handling, storage, transportation, treatment and disposal of hazardous substances and 
waste materials, and the evaluation of chemicals. We maintain policies and procedures to monitor and control environmental, health and safety risks and to monitor compliance with applicable environmental, health 
and safety requirements. Compliance with such laws and regulations pertaining to the discharge of materials into the environment or otherwise relating to the protection of the environment has not had a material 
effect on our capital expenditures, earnings or competitive position.
 

Segments

Operating and reportable segments (referred to as “segments”) reflect the way the Company is managed and for which separate financial information is available and evaluated regularly by the Company’s chief 
operating decision maker (“CODM”) in deciding how to allocate resources and assess performance. Our chief executive officer, who is our CODM, views the Company’s operations and manages its business in one 
operating segment, which is principally the business of development and commercialization of bio-aesthetic and our bone and tissue healing products. 
 

Employees and Human Capital

As of March 15, 2024, we have nine full-time employees and one part-time employee. We have relied on and plan on continuing to rely on independent organizations, advisors and consultants to perform certain 
services for us, including handling substantially all aspects of regulatory approval, clinical management, manufacturing, marketing, and sales. Such services may not always be available to us on a timely basis or at 
costs that we can afford. Our future performance will depend in part on our ability to successfully integrate newly hired officers and engage and retain consultants, as well as our ability to develop an effective 
working relationship with our management and consultants.
 

Corporate Information

Legacy Carmell was incorporated under the laws of the State of Delaware on November 5, 2008. ALPA was incorporated under the laws of the State of Delaware on January 21, 2021 in order to effect a merger, 
capital stock exchange, asset acquisition, stock purchase, reorganization or similar business combination with one or more businesses or entities. 
 
Our principal corporate office is located at 2403 Sidney Street, Suite 300, Pittsburgh, PA 15293, and our telephone number is (412) 894-8248. Our website is www.carmellcorp.com. The information contained in or 
accessible from our website is not incorporated by reference in this Annual Report or in any other filings we make with the SEC. We have included our website address in this Annual Report solely as an inactive 
textual reference.
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Item 1A. Risk Factors.

A description of the risks and uncertainties associated with our business and industry is set forth below. You should carefully consider the risks and uncertainties described below, together with all of the other 
information in this Annual Report, including our audited consolidated financial statements and notes thereto and the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” 
section of this Annual Report before deciding whether to purchase shares of our Common Stock. If any of the following risks are realized, our business, financial condition, operating results and prospects could be 
materially and adversely affected. In that event, the price of our Common Stock could decline, perhaps significantly. Additional risks and uncertainties not presently known to us or that we currently deem immaterial 
also may impair our business operation. The following risks and uncertainties include risks related to our business following the completion of the Business Combination. 

Summary of Risk Factors 

The following is a summary of principal risks to which our business, operations and financial performance are subject. Each of these risks is more fully described in the individual risk factors immediately following 
this summary. 

• We have limited experience as a commercial company, and we may not be successful in commercializing our marketed products, our current product candidates or any future product candidates, if and 
when approved, and we may be unable to generate meaningful product revenue.

• Our commercial success depends upon attaining and maintaining significant market acceptance of our current products, product candidates and future product candidates, if approved, among physicians, 
patients, healthcare payors and treatment centers.

• Certain of the products we process are derived from human tissue and, therefore, have the potential for disease transmission.

• If we cannot successfully address quality issues that may arise with our products, our brand reputation could suffer, and our business, financial condition, and results of operations could be adversely 
impacted.

• Product liability lawsuits against us could cause us to incur substantial liabilities and limit the commercialization of any products that we may develop.

• Our product candidates are at an early stage of development and may not be successfully developed or commercialized.

• The results of preclinical studies or earlier clinical trials are not necessarily predictive of future results. Our research and development products, including those in clinical trials and those that may 
advance into clinical trials, may not have favorable results in later clinical trials or receive regulatory approval. 

• If the FDA or any other regulatory authorities outside of the United States change the classification of a product candidate, we may be subject to additional regulations or requirements.

• Additional time may be required to obtain regulatory approval for our research and development products because of their status as combination products.

• We have conducted and may in the future conduct clinical trials for current or future product candidates outside the U.S., and the FDA and comparable foreign regulatory authorities may not accept data 
from such trials. 

• We rely on patents and patent applications and various regulatory exclusivities to protect some of our product candidates, and our ability to compete may be limited or eliminated if we are not able to 
protect our products.

• We cannot be certain we will be able to obtain patent protection to protect our product candidates and technology.

• If we fail to comply with our obligations in the agreements under which we may license intellectual property rights from third parties or otherwise experience disruptions to our business relationships with 
our licensors, we could lose rights that are important to our business.

• Our intellectual property may not be sufficient to protect our products from competition, which may negatively affect our business as well as limit our partnership or acquisition appeal.

• Our future success is dependent, in part, on the performance and continued service of our officers and directors. 

• We may require additional capital to support our growth plans, and such capital may not be available on terms acceptable to us, if at all. This could hamper our growth and adversely affect our business.

• Our independent registered public accounting firm has expressed substantial doubt about our ability to continue as a going concern.

• We may become involved in litigation that may materially adversely affect us.
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• We face substantial competition, which may result in others discovering, developing or commercializing products before or more successfully than we do.

• The current economic downturn may harm our business and results of operations.

• We will need to grow the size of our organization in the future, and we may experience difficulties in managing this growth.

• We expect the price of our Common Stock may be volatile and may fluctuate substantially.
 

Risks Related to Our Business and Operations

We have limited experience as a commercial company and the marketing and sale of our cosmetic products and, if approved, our product candidates, may be unsuccessful.

Due to our limited history and experience as a commercial company, we face significant risks and uncertainties relating to the commercialization of our cosmetic products and, if approved, our product candidates. In 
order to successfully commercialize our products or any of our product candidates that may be approved, we must build on our marketing, sales, distribution, managerial and other capabilities or make arrangements 
with third parties to perform these services. We may face challenges that will inhibit our efforts, including:: 

• the inability to recruit, train and retain adequate numbers of effective sales and marketing personnel;

• the inability to supply the market with our products, including manufacturing or distribution challenges; and

• unforeseen costs and expenses associated with creating an independent sales and marketing organization.

If we are unable to accomplish our commercialization objectives and manage these challenges, we will not be able to generate operating revenue from our cosmetic products and, if approved, our product 
candidates.

The cosmetics industry is highly competitive, and if we are unable to compete effectively, our results will suffer. 

We face vigorous competition from companies throughout the world, including large multinational consumer products companies that have many cosmetics brands under ownership and standalone beauty and 
skincare brands, including those that may target the latest trends or specific distribution channels. Competition in the cosmetics industry is based on the introduction of new products, pricing of products, quality of 
products and packaging, brand awareness, perceived value and quality, innovation, in-store presence and visibility, promotional activities, advertising, editorials, e-commerce and mobile-commerce initiatives and 
other activities. We must compete with a high volume of new product introductions as well as existing products by diverse companies across several different distribution channels. Many of the multinational 
consumer companies that we compete with have greater financial, technical or marketing resources, longer operating histories, greater brand recognition or larger customer bases than we do and may be able to 
respond more effectively to changing business and economic conditions than we can. We also expect to encounter increased competition as we enter new markets and as we attempt to penetrate existing markets 
with new products. Our competitors may attempt to gain market share by offering products at prices at or below the prices at which our products are typically offered, including through the use of large percentage 
discounts. Competitive pricing may require us to reduce our prices, which would decrease our profitability or result in lost sales. Our competitors may be better able to withstand these price reductions and lost sales. 
In addition, our competitors may develop products that are safer, more effective, and more widely used and may be more successful than us in manufacturing and marketing their products.

It is difficult to predict the timing and scale of our competitors’ activities or whether new competitors will emerge in the cosmetics industry. Technological breakthroughs, including new and enhanced technologies 
that increase competition in the online retail market, new product offerings by competitors and the strength and success of our competitors’ marketing programs may further impede our growth and the 
implementation of our business strategy. Our ability to compete depends on the continued strength of our brand and products, the success of marketing, innovation and execution strategies, the continued diversity 
of product offerings, the successful management of new product introductions and innovations, strong operational execution, including in order fulfillment, and success in entering new markets and expanding our 
business in existing geographies. If we are unable to continue to compete effectively, it could have a material adverse effect on our business, financial condition and results of operations.

Our new product introductions may not be as successful as we anticipate. 

The cosmetics industry is driven in part by skincare and haircare trends, which may shift quickly. Our continued success depends on our ability to anticipate, gauge and react in a timely and cost-effective manner to 
changes in consumer preferences for skincare and haircare products, consumer attitudes toward our industry and brand and where and how consumers shop for and use these products. With the launch of our first 
skincare product and the anticipated launch of our remaining nine skincare products during the summer of 2024, we must continually establish and enhance the recognition of our brand, maintain a favorable mix of 
products that are acceptable to the market, develop our approach as to how and where we market and sell our products and work to develop, produce and market 
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new products. We have an established process for the development, evaluation and validation of our new product concepts. Nonetheless, each new product launch involves risks, as well as the possibility of 
unexpected results. For example, the acceptance of new product launches and sales to our consumers may not be as high as we anticipate, due to lack of acceptance of the products themselves or their price, or 
limited effectiveness of our marketing strategies. In addition, our ability to launch new products may be limited by our ability to timely manufacture, distribute and ship new products. In the future, we may also 
experience a decrease in sales of our existing products as a result of newly launched products. Any of these occurrences could delay or impede our ability to achieve our sales objectives, which could have a 
material adverse effect on our business, financial condition and results of operations. 

Acceptance of our formulations or products in the marketplace is uncertain and failure to achieve market acceptance will prevent or delay our ability to generate revenue. 

Our future financial performance will depend, at least in part, upon the introduction and consumer acceptance of our products. Even if approved for marketing by the necessary regulatory authorities, our 
formulations or products may not achieve market acceptance. The degree of market acceptance will depend upon a number of factors, including: 

• receipt of any necessary regulatory approval of marketing claims for the uses that we are developing; 

• establishment and demonstration of the advantages, safety and efficacy of our formulations, products and technologies; 

• our ability to attract corporate partners to assist in commercializing our proposed products; and 

• our ability to market our products and, if approved, our product candidates and any future product candidates. 

Further, any loss of confidence on the part of consumers in our products or product candidates or in the ingredients used in or with such products or product candidates could materially harm the image of our brand 
and cause consumers to choose other products. Allegations regarding any of the above, even if untrue, may require us to expend significant time and resources investigating and responding to such allegations and 
could, from time to time result in a recall or market withdrawal of a product from any or all of the markets in which the affected product was distributed. See “Our products may cause or contribute to undesirable 
side effects that we are required to report to the FDA, and if we fail to do so, we would be subject to sanctions that could harm our reputation, business, financial condition and results of operations” below.

Consumers or those within the medical community in general may be unwilling to accept, utilize or recommend any of our products, proposed formulations or, if approved, product candidates. If we are unable to 
obtain maintain the confidence of consumers or those who may otherwise utilize or recommend our products or product candidates or, if required, obtain regulatory approval for, or commercialize and market, our 
proposed formulations or product candidates when planned, we may not achieve market acceptance or generate any revenue. 

Our BHA and THA product candidates, if approved, may become subject to unfavorable pricing regulations or third-party coverage and reimbursement policies, which would harm our business. 

In the United States and in other countries, patients who are provided medical treatment for their conditions generally rely on third-party payors to reimburse all or part of the costs associated with their treatment. 
We believe our success depends in part on obtaining and maintaining coverage and adequate reimbursement for our product candidates, if approved, and the extent to which patients will be willing to pay out-of-
pocket for such products. 

There is significant uncertainty related to the insurance coverage and reimbursement of newly approved products and coverage may be more limited than the purposes for which the product is approved by the FDA 
or comparable foreign regulatory authorities. In the United States, the principal decisions about reimbursement for new products are typically made by CMS, an agency within the U.S. Department of Health and 
Human Services. CMS decides whether and to what extent a new product will be covered and reimbursed under Medicare and private payors tend to follow CMS to a substantial degree. Factors payors consider in 
determining reimbursement are based on whether the product is: 

• a covered benefit under its health plan;

• safe, effective and medically necessary;

• appropriate for the specific patient;

• cost-effective; and neither experimental nor investigational.
 
There can be no assurance that any of our product candidates, if approved for sale in the United States or in other countries, will be considered medically reasonable and necessary and/or cost-effective by third-
party payors, that coverage or an adequate level of reimbursement will be available or that reimbursement policies and practices in the United States and in foreign countries where our products are sold will not 
adversely affect our ability to sell our product candidates profitably, even if they are approved for sale. 
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We are unable to predict what changes will be made to the reimbursement methodologies used by third-party payers in the future. As a result of the continuing evaluation and assessment of these expected 
payments, our estimates for expected payments could change. We cannot be sure that reimbursement will be available for any product that we commercialize and, if reimbursement is available, the level of such 
reimbursement. Reimbursement may impact the demand for, or the price of, any product candidates for which we obtain marketing approval. Adequate third-party reimbursement might not be available to enable us 
to maintain price levels sufficient to realize an appropriate return on investment in our products and future product development. If reimbursement is not available or is available only at limited levels, our ability to 
successfully commercialize any product candidates for which we obtain marketing approval may be adversely affected. 

In addition, in some foreign countries, the proposed pricing for a drug must be approved before it may be lawfully marketed. The requirements governing drug pricing vary widely from country to country. For 
example, the European Union provides options for its Member States to restrict the range of medicinal products for which their national health insurance systems provide reimbursement and to control the prices of 
medicinal products for human use. To obtain reimbursement or pricing approval, some of these countries may require the completion of clinical trials that compare the cost effectiveness of a particular product 
candidate to currently available therapies. A Member State may approve a specific price for the medicinal product or it may instead adopt a system of direct or indirect controls on the profitability of the company 
placing the medicinal product on the market. There can be no assurance that any country that has price controls or reimbursement limitations for pharmaceutical products will allow favorable reimbursement and 
pricing arrangements for any of our product candidates. Historically, products launched in the European Union do not follow price structures of the U.S. and generally prices tend to be significantly lower. 

Certain of the products we process are derived from human tissue and therefore have the potential for disease transmission. 

The utilization of human tissue creates the potential for transmission of communicable disease, including, without limitation, human immunodeficiency virus, viral hepatitis, syphilis and other viral, fungal or bacterial 
pathogens. We are required to comply with federal and state regulations intended to prevent communicable disease transmission. 

We maintain strict quality controls designed in accordance with GMP to ensure the safe procurement and processing of our tissue, including terminal sterilization of our products. These controls are intended to 
prevent the transmission of communicable disease. However, risks exist with any human tissue implantation. In addition, negative publicity concerning disease transmission from other companies’ improperly 
processed donated tissue could have a negative impact on the demand for our products and adversely affect our business, financial condition and results of operations.

 If we cannot successfully address quality issues that may arise with our products, our brand reputation could suffer, and our business, financial condition, and results of operations could be 
adversely impacted. 

In the course of conducting our business, we must adequately address quality issues that may arise with our products, as well as defects in third-party components included in our products, as any quality issues or 
defects may negatively impact consumer use of our products. Although we have established internal procedures to minimize risks that may arise from quality issues, we may not be able to eliminate or mitigate 
occurrences of these issues and associated liabilities. If the quality of our products does not meet the expectations of our consumers or the cosmetics market generally, then our brand reputation could suffer and 
our business could be adversely impacted. We must also ensure any promotional claims made for our products conform with government regulations. 

Our products may cause or contribute to undesirable side effects that we are required to report to the FDA, and if we fail to do so, we would be subject to sanctions that could harm our reputation, 
business, financial condition and results of operations. 

The discovery of serious safety issues with our products, or a recall of our products either voluntarily or at the direction of the FDA or another governmental authority, could have a negative impact on us. The FDA 
regulates our cosmetic products. In the United States, FDA regulations govern, among other things, the activities that we perform, including product development, product testing, product labeling, product storage, 
manufacturing, advertising, promotion, product sales, reporting of certain product adverse events and failures, and distribution. The FDA has the authority to require the recall or recommend the market withdrawal, 
as applicable, of commercialized products in the event of that a product has a reasonable probability of causing a serious adverse health risk due to adulteration or misbranding. Companies may also choose to 
voluntarily recall a product if any material deficiency or regulatory violation is discovered. A government-mandated or voluntary recall could occur as a result of an unacceptable risk to health, component failures, 
malfunctions, manufacturing defects, labeling or design deficiencies, packaging defects or other deficiencies or failures to comply with applicable regulations. Product defects or other errors may occur in the future. 
Depending on the corrective action we take to redress a product’s deficiencies or defects, the FDA may require, or we may decide, that we will need to obtain new approvals, clearances or certifications for the 
product before we may market or distribute the corrected product. Seeking such approvals, clearances or certifications may delay our ability to replace the recalled products in a timely manner. Moreover, if we do 
not adequately address problems associated with our products, we may face additional regulatory enforcement action, including warning letters or untitled letters; fines, injunctions or civil penalties; suspension or 
withdrawal of approvals or clearances; seizures or recalls of products; total or partial suspension of production 
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or distribution; administrative or judicially imposed sanctions; the FDA’s refusal to grant pending or future clearances or approvals for products; clinical holds; refusal to permit the import or export of products; and 
criminal prosecution. Companies are required to maintain certain records of recalls and corrective actions, even if they are not reportable to the FDA. We may initiate voluntary withdrawals or corrections for our 
products in the future that we determine do not require notification to the FDA. If the FDA disagrees with our determinations, it could require that we report those actions as recalls and we may be subject to 
enforcement action. A future recall announcement could harm our reputation with consumers, potentially lead to product liability claims against us and negatively affect sales.

Our success depends largely upon consumer satisfaction with the aesthetic results of our products.

In order to generate repeat business from consumers, our consumers must be satisfied with the aesthetic results of our cosmetic products. Our products are cosmetic in nature and the success of the results are 
highly subjective. Accordingly, cosmetics consumers’ perception of their aesthetic results may greatly vary even if our products and systems associated therewith are shown to be objectively successful. If cosmetics 
consumers are not satisfied with the aesthetic benefits of our products or feel that they are too expensive for the aesthetic results obtained, our reputation and future sales could suffer.

Product liability lawsuits could divert our resources, result in substantial liabilities and reduce the commercial potential of our products.

Our business exposes us to the risk of product liability claims that are inherent to the development, clinical validation studies and testing to demonstrate aesthetic improvement and marketing of aesthetic, skincare 
and haircare products. These lawsuits may divert our management from pursuing our business strategy and may be costly to defend. In addition, if we are held liable in any of these lawsuits, we may incur 
substantial liabilities and may be forced to limit or forgo further commercialization of those products. Although we maintain general liability insurance in an amount that we believe is reasonably adequate to insulate 
us from potential claims, this insurance may not fully cover potential liabilities. In addition, our inability to obtain or maintain sufficient insurance coverage at an acceptable cost or to otherwise protect against 
potential product liability claims could prevent or inhibit the commercial production and sale of our products, which could adversely affect our business.

In addition, our business exposes us to the risk of product liability claims that are inherent in the manufacturing, processing and marketing of human tissue products. We may be subject to such claims if our 
products cause, or appear to have caused, an injury. Claims may be made by patients, healthcare providers or others selling our products. Product liability claims can be expensive to defend (regardless of merit), 
divert our management’s attention, result in substantial damage awards against us, harm our reputation, and generate adverse publicity, which could result in the withdrawal of, or reduced acceptance of, our 
products in the market.

To be commercially successful, we must educate physicians, where appropriate, how and when our products are proper alternatives to existing treatments and that our products should be used in 
their procedures. 

We believe physicians will only use our products if they determine, based on their independent medical judgment and experience, clinical data, and published peer-reviewed journal articles, that the use of our 
products in a particular procedure is a favorable alternative to other treatments. Physicians may be hesitant to change their existing medical treatment practices for the following reasons, among others: 

• their lack of experience with advanced therapeutics, such as our products;

• lack of evidence supporting additional patient benefits of advanced therapeutics, such as our products, over conventional methods in certain therapeutic applications; 

• perceived liability risks generally associated with the use of new products and procedures; and

• limited availability of reimbursement from third-party payers.

If we do not manage inventory in an effective and efficient manner, it could adversely affect our results of operations. 

Many factors affect the efficient use and planning of inventory of certain components and other materials used in our manufacturing processes to manufacture our marketed products, such as effectiveness of 
predicting demand, effectiveness of preparing manufacturing to meet demand, efficiently meeting product demand requirements and expiration of materials in inventory. We may be unable to manage our inventory 
efficiently, keep inventory within expected budget goals, keep inventory on hand or manage it efficiently, control expired inventory or keep sufficient inventory of materials to meet product demand due to our 
dependence on third-party suppliers. Finally, we cannot provide assurances that we can keep inventory costs within our target levels. Failure to do so may harm our long-term growth prospects. 
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The price and sale of our BHA and THA products may be limited by health insurance coverage and government regulation. 

Maintaining and growing sales of our BHA and THA products will depend in large part on the availability of adequate coverage and the extent to which third-party payers, including health insurance companies, 
health maintenance organizations, and government health administration authorities such as the military, Medicare and Medicaid, private insurance plans and managed care programs will pay for the cost of the 
products and related treatment. 

Many private payers in the U.S. use coverage decisions and payment amounts determined by CMS, as guidelines in setting their coverage and reimbursement policies. Future action by CMS or other government 
agencies, including the imposition of coverage and reimbursement limitations, may diminish payments to physicians, outpatient centers and/or hospitals for covered services. Additionally, payers may require us to 
conduct post-marketing studies in order to demonstrate the cost-effectiveness of our products and current and future product candidates to such payers’ satisfaction. Such studies might require us to commit a 
significant amount of management time and financial and other resources. Our products and future products might not ultimately be considered cost-effective. As a result, we cannot be certain that the procedures 
performed with our products will be reimbursed at a cost-effective level or reimbursed at all. Furthermore, the healthcare industry in the U.S. has experienced a trend toward cost containment as government and 
private insurers seek to control healthcare costs by imposing lower payment rates and negotiating reduced contract rates with service providers. Increasingly, third-party payers have attempted to control costs by 
challenging the prices charged for medical products. Therefore, we cannot be certain that our products will be reimbursed at a cost-effective level. Nor can we be certain that third-party payers using a methodology 
that sets amounts based on the type of procedure performed, such as those utilized in many privately managed care systems and by Medicare, will view the cost of our products as justified so as to incorporate such 
costs into the overall cost of the procedure.

We will need substantial additional funding. If we are unable to raise capital when needed, we could be forced to delay, reduce or eliminate our product development programs or commercialization 
efforts. 

We expect to devote substantial financial resources to our ongoing and planned activities, particularly in order to develop and commercialize our cosmetic products going forward, and to make significant 
investments to support our business growth. We expect our expenses to increase substantially in connection with our ongoing activities, particularly as we launch our new skincare products throughout 2024. We 
also expect to incur significant commercialization expenses related to product manufacturing, sales, marketing and distribution. Accordingly, we will need to obtain substantial additional funding in connection with 
our continuing operations. To obtain such funding, we may need to engage in equity, equity-linked or debt financings, including for possible use in acquisitions. If we raise additional funds through future issuances 
of equity, equity-linked or convertible debt securities, our existing stockholders could suffer significant dilution, and any new equity securities we issue could have rights, preferences and privileges superior to those 
of holders of our Common Stock. Given current uncertainty in the capital markets and other factors, such funding may not be available on terms favorable to us or at all. 

Any additional debt financing that we secure in the future could involve offering additional security interests and undertaking restrictive covenants relating to our capital raising activities and other financial and 
operational matters, which may make it more difficult for us to obtain additional capital and to pursue business opportunities, including potential acquisitions. Additionally, if we seek to access additional capital or 
increase our borrowing, there can be no assurance that debt or equity financing may be available to us on favorable terms, if at all. If we are unable to obtain adequate financing or financing on terms satisfactory to 
us when we require it, our ability to continue to support our business growth and to respond to business challenges could be significantly impaired, and our business, results of operations and financial condition may 
be harmed.

In addition, disputes may also arise between us and our investors or lenders. Such disputes may result in expensive arbitration, litigation or other dispute resolution, which may not be resolved in our favor and may 
adversely impact our financial condition. For example, on the closing of the Business Combination, the Company repaid $2,649,874 to the Holders, which represented the original principal amount of the Convertible 
Notes (as defined in Note 8 to the accompanying consolidated financial statements) plus accrued interest at a rate of 25%, which the Company believes is the maximum rate permissible under New York State 
usury laws. In addition, the Company issued Puritan 25,000 shares of freely tradeable Common Stock. Following the closing of the Business Combination, both Holders have provided notice to the Company 
demanding additional payment of principal and interest on the Convertible Notes, in approximate amount of $600,000 per each Holder at the closing of the Business Combination with additional interest thereon. In 
the case of Puritan, following the Business Combination, Puritan alleged that the Business Combination constituted a “Fundamental Transaction” under the terms of the Convertible Note Warrants, resulting in a 
purported right for Puritan to require the Company to repurchase such Convertible Note Warrants at a purchase price equal to the Black-Scholes Value of the unexercised portion of such Convertible Note Warrants 
as of the closing of the Business Combination. Puritan calculated the cash amount of such repurchase to be $1,914,123. The Company believes that this calculation is inaccurate. In the case of the other Holder, 
that Holder demanded to be provided its share of the Convertible Note Warrants. Puritan has also asserted damages in connection with the timing of the issuance to it of 25,000 shares of freely tradeable Common 
Stock. The Company believes that it provided freely tradeable shares to Puritan at the same time as other public shareholders. Puritan’s total claims inclusive of the amounts paid at Closing Date exceed $4,050,000 
in connection with a loan for which the Company received $1,000,000. Management of the Company believes that its obligations under the Convertible Notes and Convertible Note 
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Warrants have been satisfied and that no additional payments are due to the Holders, and the Company has conveyed its position to the Holders. There can be no assurance that these or similar matters will not 
result in expensive arbitration, litigation or other dispute resolution, including but not limited to in the litigation filed by Puritan, which may not be resolved in our favor and may adversely impact our financial 
condition.

Our financial condition, results of operations and cash flow may be adversely affected by changing economic conditions, including interest rates and inflation.

In recent years, the U.S. market has experienced cyclical or episodic downturns, and worldwide economic conditions remain uncertain and volatile, as a result of current geopolitical conditions including the Israel-
Hamas War, the ongoing Russia-Ukraine War and conflict between China and Taiwan, instability in the U.S. and global banking systems, increased inflation, the downgrading of the U.S.’s credit rating and the 
possibility of a recession. A decline in economic conditions, such as recession, economic downturn, and/or inflationary conditions in the U.S. could an adversely and negatively impact our financial condition, results 
of operations and cash flow.

Risks Related to the Legal and Regulatory Matters 

Our product candidates may not be successfully developed or commercialized. 

Following the closing of the AxoBio Acquisition, we have reprioritized further development and ceased clinical studies of our product candidates so that we can focus on the near-term commercialization of our 
cosmetic skincare and haircare product lines. Prior to such delay, our product candidates were in the early stage of development and will require substantial further capital expenditures, development, testing and 
regulatory approval prior to any future commercialization. The development and regulatory approval process takes many years, and it is not likely that our product candidates, technologies or processes, even if we 
decide to pursue regulatory approval, s would be commercially available over the next several years. Of the large number of product candidates in development, only a small percentage successfully complete the 
FDA regulatory approval process and are commercialized. Accordingly, even if, in the future, we are able to obtain the requisite financing to fund our development programs, we cannot assure you that our product 
candidates will be successfully developed or commercialized, if approved. Our failure to develop, manufacture or receive regulatory approval for or successfully commercialize any of our product candidates, could 
materially impair our business and future growth. 

Any product candidates advanced into clinical development are subject to extensive regulation, which can be costly and time consuming, cause unanticipated delays or prevent the receipt of the 
required approvals to commercialize such product candidates, if approved. 

The clinical development, manufacturing, labeling, storage, record-keeping, advertising, promotion, import, export, marketing and distribution of our product candidates and commercialization, if approved, are 
subject to extensive regulation by the FDA in the U.S. and by comparable health authorities in foreign markets. In the U.S., we may not market our product candidates until we receive approval of our BLA from the 
FDA. The process of obtaining regulatory approval is expensive, often takes many years and can vary substantially based upon the type, complexity and novelty of the product candidate involved. In addition to the 
significant clinical testing requirements, our ability to obtain marketing approval for these product candidates depends on obtaining the final results of required non-clinical testing, including characterization of the 
manufactured components of our product candidates and validation of our manufacturing processes. The FDA may determine that our product manufacturing processes, testing procedures or facilities are 
insufficient to justify approval. Approval policies or regulations may change and the FDA has substantial discretion in the approval process, including the ability to delay, limit or deny approval of a product candidate 
for many reasons. Despite the time and expense invested in clinical development of product candidates, regulatory approval is never guaranteed. 

• The FDA or comparable foreign regulatory authorities may disagree with the design or implementation of clinical trials; 

• we may be unable to demonstrate to the satisfaction of the FDA that a product candidate is safe and effective for any indication; 

• the FDA may not accept clinical data from trials which are conducted by individual investigators or in countries where the standard of care is potentially different from the U.S.; 

• the results of clinical trials may not meet the level of statistical significance required by the FDA for approval; 

• we may be unable to demonstrate that a product candidate’s clinical and other benefits outweigh its safety risks; 

• the FDA may disagree with our interpretation of data from preclinical studies or clinical trials; 

• the FDA may fail to approve the manufacturing processes or facilities of third-party manufacturers with which we or our collaborators contract for clinical and commercial supplies; or 

• the approval policies or regulations of the FDA may significantly change in a manner rendering our preclinical studies or clinical data insufficient for approval. 
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With respect to foreign markets, approval procedures vary among countries and, in addition to the aforementioned risks, can involve additional product testing, administrative review periods and agreements with 
pricing authorities. Any delay in obtaining, or inability to obtain, applicable regulatory approvals could prevent us from commercializing our product candidates. Specifically, Carmell plans to submit for a CE Mark 
approval in the European Union, which may or may not be successful. The new Medical Devices Regulation (Regulation (EU) 2017/745) in the European Union (“EU MDR”) became applicable in the European 
Union on May 26, 2021 and may make approval times longer and standards more difficult to pass, given the new Regulation imposes more stringent requirements in respect of device safety and clinical evaluation. 
Any delay in obtaining, or inability to obtain, applicable regulatory approvals could prevent us from commercializing our product candidates, if approved. In addition, our Notified Body is experiencing significant EU 
MDR-related delays, which has significantly limited our ability to interact and work with our Notified Body. It is not known when these delays will be resolved, and this could significantly delay any potential EU CE 
Mark approvals. 

Delays in the commencement of clinical trials could result in increased costs and delay our ability to pursue regulatory approval. 

The commencement of clinical trials can be delayed for a variety of reasons, including delays in: 

• obtaining regulatory clearance to commence a clinical trial; 

• identifying, recruiting and training suitable clinical investigators; 

• reaching agreement on acceptable terms with prospective clinical research organizations, and trial sites, the terms of which can be subject to extensive negotiation, may be subject to modification from 
time to time and may vary significantly among different clinical research organizations and trial sites; 

• obtaining sufficient quantities of a product candidate for use in clinical trials; 

• obtaining an IRB or ethics committee approval to conduct a clinical trial at a prospective site; and

• identifying, recruiting and enrolling patients to participate in a clinical trial; retaining patients who have initiated a clinical trial but may withdraw due to adverse events from the therapy, insufficient 
efficacy, fatigue with the clinical trial process or other issues. 

Any delays in the commencement of clinical trials will delay our ability to pursue regulatory approval for our product candidates. In addition, many of the factors that cause, or lead to, a delay in the commencement 
of clinical trials may also ultimately lead to the denial of regulatory approval of a product candidate. 

Suspensions or delays in the completion of clinical testing could result in increased costs to us and delay or prevent our ability to complete development of that product candidate or generate 
product revenue from commercialization if approved. 

Once a clinical trial has begun, patient recruitment and enrollment may be slower than we anticipate. Clinical trials may also be delayed as a result of ambiguous or negative interim results or difficulties in obtaining 
sufficient quantities of product manufactured in accordance with regulatory requirements. Further, a clinical trial may be modified, suspended or terminated by us, an IRB, an ethics committee or a data safety 
monitoring committee overseeing the clinical trial, any clinical trial site with respect to that site, or the FDA or other regulatory authorities due to a number of factors, including: 

• failure to conduct the clinical trial in accordance with regulatory requirements or our clinical protocols; 

• inspection of the clinical trial operations or clinical trial site by the FDA or other regulatory authorities resulting in the imposition of a clinical hold; 

• stopping rules contained in the protocol; 

• unforeseen safety issues or any determination that the clinical trial presents unacceptable health risks; 

• lack of adequate funding to continue the clinical trial; 

• changes in regulatory requirements; and/or 

• advances in medicine and science. 

In addition, FDA may not agree that information submitted to our IND is sufficient to support our planned clinical development and may impose a clinical hold. The FDA may require us to conduct additional 
preclinical studies or make other changes, which could delay development of our product candidates. For example, for our BHA program, the FDA has indicated that we must resolve certain chemistry, 
manufacturing, and controls comments from the FDA prior to submitting protocols to initiate clinical studies intended to provide the primary evidence of effectiveness to support a marketing authorization. Our 
inability to resolve these comments from the FDA, or to provide the information needed to support initiation of pivotal trials, could impact our ability to advance our lead candidate 
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through the regulatory approval process. Additionally, changes in the current regulatory requirements and guidance also may occur, and we may need to amend clinical trial protocols to reflect these changes. 
Amendments may require us to resubmit clinical trial protocols to IRBs for re-examination, which may impact the costs, timing and the likelihood of a successful completion of a clinical trial. If we experience delays 
in the completion of, or if we must suspend or terminate, any clinical trial of any product candidate, our ability to obtain regulatory approval for that product candidate will be delayed and the commercial prospects, if 
any, for the product candidate may suffer as a result. In addition, many of these factors may also ultimately lead to the denial of regulatory approval of a product candidate.

We have conducted and may in the future conduct clinical trials for current or future product candidates outside the U.S., and the FDA and comparable foreign regulatory authorities may not accept 
data from such trials. 

Our only clinical study completed to date was conducted outside the U.S., in South Africa, and while we plan to conduct our next clinical trial primarily in the U.S., we may also conduct future clinical trials outside 
the U.S. The acceptance of study data from clinical trials conducted outside the U.S. or another jurisdiction by the FDA or comparable foreign regulatory authority may be subject to certain conditions or may not be 
accepted at all. In cases where data from foreign clinical trials are intended to serve as the sole basis for marketing approval in the U.S., the FDA will generally not approve the application on the basis of foreign 
data alone unless (i) the data are applicable to the U.S. population and U.S. medical practice; (ii) the trials were performed by clinical investigators of recognized competence and pursuant to Good Clinical Practice 
(“GCP”) regulations; and (iii) the data may be considered valid without the need for an on-site inspection by the FDA, or if the FDA considers such inspection to be necessary, the FDA is able to validate the data 
through an on-site inspection or other appropriate means. In addition, even where the foreign study data are not intended to serve as the sole basis for approval, the FDA will not accept the data as support for an 
application for marketing approval unless the study is well-designed and well-conducted in accordance with GCP and the FDA is able to validate the data from the study through an onsite inspection if deemed 
necessary. Many foreign regulatory authorities have similar approval requirements. In addition, such foreign trials would be subject to the applicable local laws of the foreign jurisdictions where the trials are 
conducted. There can be no assurance that the FDA or any comparable foreign regulatory authority will accept data from trials conducted outside of the U.S. or the applicable jurisdiction. If the FDA or any 
comparable foreign regulatory authority does not accept such data, it would result in the need for additional trials, which could be costly and time-consuming, and which may result in current or future product 
candidates that we may develop not receiving approval for commercialization in the applicable jurisdiction.

Even if our current product candidates received regulatory approval, they may still face future development and regulatory difficulties. 

If we decide to pursue obtaining regulatory approval for our current product candidates and are able to obtain such regulatory approval, that approval would be subject to ongoing requirements by the FDA governing 
the manufacture, quality control, further development, labeling, packaging, storage, distribution, adverse event reporting, safety surveillance, import, export, advertising, promotion, recordkeeping and reporting of 
safety and other post-marketing information. These requirements include submissions of safety and other post-marketing information and reports, registration, as well as continued compliance by us and/or our 
Contract Manufacturing Organizations, Contract Research Organizations, or clinical trial investigators for any post-approval clinical trials that we may conduct. The safety profile of any product candidate, if 
approved, will continue to be closely monitored by the FDA after approval. If the FDA becomes aware of new safety information after approval of our product candidates, it may require labeling changes or 
establishment of a Risk Evaluation and Mitigation Strategy, impose significant restrictions on such product’s indicated uses or marketing or impose ongoing requirements for potentially costly post-approval studies 
or post-market surveillance. 

In addition, manufacturers of drugs, biologics, devices and their facilities are subject to continual review and periodic inspections by the FDA and other regulatory authorities for compliance with current GMP, GCP, 
and other regulations. If we or a regulatory agency discover previously unknown problems with a product, such as adverse events of unanticipated severity or frequency, or problems with the facility where the 
product is manufactured, a regulatory agency may impose restrictions on that product, the manufacturing facility or us, including requiring recall or withdrawal of the product from the market or suspension of 
manufacturing. If we fail to comply with applicable regulatory requirements, a regulatory agency may: 

• issue Form FDA 483s, warning letters or untitled letters; 

• mandate modifications to promotional materials or require us to provide corrective information to healthcare practitioners and payors; 

• require us to enter into a consent decree, which can include imposition of various fines, reimbursements for inspection costs, required due dates for specific actions and penalties for noncompliance; 

• seek an injunction or impose civil or criminal penalties or monetary fines; 

• suspend or withdraw regulatory approval; 
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• suspend any ongoing clinical trials; 

• refuse to approve pending applications or supplements to applications filed by us; 

• suspend or impose restrictions on operations, including costly new manufacturing requirements; or

• seize or detain products, refuse to permit the import or export of products, or require us to initiate a product recall. 

The occurrence of any event or penalty described above may inhibit our ability to successfully commercialize our product candidates, if approved, and generate revenue from such product candidates. 

Advertising and promotion of any product candidate that obtains approval in the U.S. is heavily scrutinized by the FDA, the Department of Justice, the Office of Inspector General of Health and Human Services, 
state attorneys general, members of Congress and the public. A company can make only those claims relating to safety and efficacy, purity and potency that are consistent with the FDA approved label. 

Violations, including actual or alleged promotion of our product candidates, if approved, for unapproved or off-label uses, are subject to enforcement letters, inquiries and investigations, and civil and criminal 
sanctions by the FDA, as well as prosecution under various healthcare laws, including the federal False Claims Act. Any actual or alleged failure to comply with labeling and promotion requirements may have a 
negative impact on our business. 

We may fail to retain or recruit necessary personnel, and we may be unable to secure the services of consultants. 

As of March 15, 2024, we have nine full-time employees and one part-time employee. 

Certain of our directors, officers, scientific advisors, and consultants serve as officers, directors, scientific advisors, or consultants of other healthcare and life science companies or institutes that might be developing 
competitive products. None of our directors are obligated under any agreement or understanding with us to make any additional products or technologies available to us. Similarly, we can give no assurances, and 
we do not expect and investors should not expect, that any biomedical or pharmaceutical product or technology identified by any of our directors or affiliates in the future would be made available to us other than 
corporate opportunities. We can give no assurances that any such other companies will not have interests that are in conflict with its interests.

Losing key personnel or failing to recruit necessary additional personnel would impede our ability to attain our development objectives. There is intense competition for qualified personnel in the aesthetics and 
biomedical field, and we may not be able to attract and retain the qualified personnel we need to develop our business. We rely on independent organizations, advisors and consultants to perform certain services for 
us, including handling substantially all aspects of regulatory compliance, conduct of our clinical validation and testing, and, if we intend to pursue approval of our product candidates, regulatory approval and clinical 
studies, and we expect to rely on organizations and individuals for the marketing, and sales of our products and, if approved, our product candidates. We expect that this will continue to be the case. Such services 
may not always be available to us on a timely basis, which may limit or delay our ability to develop or commercialize our products. 

We rely on third parties to supply certain raw materials and packaging components and, if our third-party suppliers do not timely supply these products, it may delay or impair our ability to develop, 
manufacture and market our products. 

We purchase the raw materials and packaging components that are designed to our specifications for all our cosmetic products from various third parties. We collaborate with these suppliers to meet our stringent 
design and creative criteria. While we believe that we currently have adequate sources of supply for all our products, we and our suppliers may, in the future, not be able to (i) perform under any definitive 
manufacturing, supply or service agreements or (ii) remain in business for a sufficient time to successfully produce and market our cosmetic products. If we do not maintain important supplier and service 
relationships, we may fail to find a replacement supplier which could delay or impair our ability to commercialize, produce and distribute our cosmetic products and substantially increase our costs or deplete profit 
margins, if any. If we do find replacement suppliers, we may not be able to enter into agreements with suppliers on favorable terms and conditions. 

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed alleged trade secrets of our competitors or are in breach of non-competition or 
non-solicitation agreements with our competitors.

We may employ individuals who were previously employed at universities or pharmaceutical or cosmetics companies, including our competitors or potential competitors. Although we try to ensure that our 
employees, consultants and independent contractors do not use the proprietary information or know-how of others in their work for us, and we are not currently subject to any claims that our employees, consultants 
or independent contractors have wrongfully used or disclosed confidential information of third parties, we may in the future be subject to such claims. Litigation may be necessary to defend against these claims. If 
we fail in defending any such claims, in addition 
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to paying monetary damages, we may lose valuable intellectual property rights or personnel. Even if we are successful in defending against such claims, litigation could result in substantial costs and be a distraction 
to management and other employees.

Business interruptions could adversely affect future operations and financial conditions, and may increase our costs and expenses. 

Our operations, and those of our directors, employees, advisors, contractors, consultants, and collaborators, could be adversely affected by earthquakes, floods, hurricanes, typhoons, other extreme weather 
conditions, fires, water shortages, power failures, business systems failures, medical epidemics, such as the COVID-19 pandemic, and other natural and man-made disaster or business interruptions, many of which 
are beyond our and such third parties’ control. Our phones, electronic devices and computer systems and those of our directors, employees, advisors, contractors, consultants, and collaborators are vulnerable to 
damages, theft and accidental loss, negligence, unauthorized access, terrorism, war, electronic and telecommunications failures, and other natural and man- made disasters. These locations may be subject to 
additional security and other risk factors due to the limited control of our employees. If such an event as described above were to occur in the future, it may cause interruptions in our operations, delay research and 
development programs, clinical validation, regulatory compliance activities, manufacturing and quality assurance activities, sales and marketing activities, hiring, training of employees and persons within associated 
third parties, and other business activities. 

Likewise, we rely and will continue to rely on third parties to conduct clinical trials, and similar events as those described in the prior paragraph relating to their business systems, equipment and facilities could also 
have a material adverse effect on our business. To the extent that any disruption or security breach were to result in a loss of, or damage to, our data or applications, or inappropriate disclosure of confidential or 
proprietary information, we could incur liability and the further development, commercialization, marketing and sales of our products and, if we decide to seek regulatory approval for our product candidates, of our 
product candidates, could be delayed or altogether terminated. 

Our employees or others acting on our behalf may engage in misconduct or other improper activities, including noncompliance with regulatory standards and requirements, which could cause 
significant liability for us and harm our reputation. 

We may be exposed to the risk that our employees, independent contractors, consultants, distributors and vendors and other individuals or entities with whom we have arrangements to act on our behalf may 
engage in unethical, fraudulent or illegal activity. Misconduct by these parties could include intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to us that violates: (i) the laws and 
regulations of the FDA, including those laws requiring the reporting of true, complete and accurate information to the FDA; (ii) manufacturing standards; or (iii) laws that require the true, complete and accurate 
reporting of financial information or data. Misconduct by employees or others acting on our behalf could also involve the improper use of information obtained in the course of clinical validation studies or other 
testing of our cosmetic products, which could result in regulatory sanctions and serious harm to our reputation. It is not always possible to identify and deter such misconduct, and the precautions we take to detect 
and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits stemming from a failure to be in 
compliance with such laws or regulations. If any such actions or investigations are instituted against us, and we are not successful in defending ourselves or asserting our rights, those actions or investigations could 
result in government investigations, legal proceedings, the imposition of significant fines or other sanctions, including the imposition of monetary penalties, damages, monetary fines, contractual damages, 
reputational harm, diminished profits and future earnings and curtailment of operations, any of which could adversely affect our ability to operate our business and our results of operations. Whether or not we are 
successful in defending against such actions or investigations, we could incur substantial costs, including legal fees, and divert the attention of management in defending ourselves against any of these claims or 
investigations, which could have a material adverse effect on our business, financial condition and results of operations.

Risks Related to our Intellectual Property 

We may not be able to protect our proprietary technology, which could harm our ability to operate profitably.

The patent positions of medical device, biologics and cosmetics companies are uncertain and involve complex legal and factual questions. These industries place considerable importance on obtaining patent and 
trade secret protection for new technologies, cosmetic products and processes. We may incur significant expenses in protecting our intellectual property and defending or assessing claims with respect to intellectual 
property owned by others. Any patent or other infringement litigation by or against us could cause us to incur significant expenses and divert the attention of our management. 

Others may file patent applications or obtain patents on similar technologies that compete with our products. We cannot predict how broad the claims in any such patents or applications will be and whether they will 
be allowed. Once claims have been issued, we cannot predict how they will be construed or enforced. We may infringe upon intellectual property rights of others without being aware of it. If another party claims we 
are infringing their technology, we could have to defend an expensive and time consuming lawsuit, pay a large sum if we are found to be infringing, or be prohibited from selling or licensing our products unless we 
obtain a license or redesign our products, which may not be possible. 
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We also rely on trade secrets and proprietary know-how to develop and maintain our competitive position. Some of our current or former employees, consultants, scientific advisors, contractors, current or 
prospective corporate collaborators, may unintentionally or willfully disclose our confidential information to competitors or use our proprietary technology for their own benefits. Furthermore, enforcing a claim 
alleging the infringement of our trade secrets would be expensive and difficult to prove, making the outcome uncertain. Our competitors may also independently develop similar knowledge, methods, and know-how 
or gain access to our proprietary information through some other means.

We may incur substantial costs as a result of litigation or other proceedings relating to patent and other intellectual property rights, as well as costs associated with lawsuits. 

If any other person filed patent applications, or is issued patents, claiming technology also claimed by us, we may be required to participate in interference or derivation proceedings in the U.S. Patent and 
Trademark Office to determine priority and/or ownership of the invention. Our licensors or we may also need to participate in interference proceedings involving issued patents and pending applications of another 
entity. 

The intellectual property environment in our industry is particularly complex, constantly evolving and highly fragmented. Other companies and institutions have issued patents and have filed or will file patent 
applications that may issue into patents that cover or attempt to cover products, processes or technologies similar to us. We have not conducted freedom-to-use patent searches on all aspects of our cosmetic 
products, product candidates or potential product candidates, and may be unaware of relevant patents and patent applications of third parties. In addition, the freedom-to-use patent searches that have been 
conducted may not have identified all relevant issued patents or pending patent applications. We cannot provide assurance that our cosmetic products or proposed products will not ultimately be held to infringe one 
or more valid claims owned by third parties which may exist or come to exist in the future or that in such case we will be able to obtain a license from such parties on acceptable terms. 

We cannot guarantee that our technologies will not conflict with the rights of others. We may also face frivolous litigation or lawsuits from various competitors or from litigious securities attorneys. The cost of any 
litigation or other proceeding relating to these areas, even if deemed frivolous or resolved in our favor, could be substantial and could distract management from its business. Uncertainties resulting from initiation 
and continuation of any litigation could have a material adverse effect on our ability to continue our operations. 

If we infringe the rights of others, we could be prevented from selling products or forced to pay damages. 

Our research, development and commercialization activities may infringe or otherwise violate or be alleged to infringe or otherwise violate patents owned or controlled by other parties. Competitors in the field of 
aesthetics and cosmetics have developed large portfolios of patents and patent applications in fields relating to our business. Additionally, there may also be patent applications that have been filed but not published 
that, when issued as patents, could be asserted against us. These third parties could bring claims against us that would cause us to incur substantial expenses and, if successful against us, could cause us to pay 
substantial damages and/or we could be forced to stop or delay research, development, manufacturing or sales of the product or product candidate that is the subject of the suit. Further, if a patent infringement suit 
were brought against us, during the pendency of the litigation, we could be forced to stop or delay research, development, manufacturing or sales of the product or product candidate that is the subject of the suit. If 
our products, methods, processes, and other technologies are found to infringe the rights of other parties, we could be required to pay damages, or may be required to cease using the technology or to license rights 
from the prevailing party. Any prevailing party may be unwilling to offer us a license on commercially acceptable terms. 

We cannot be certain we will be able to obtain patent protection to protect our products, product candidates and technology. 

We cannot be certain that all patents applied for will be issued. If a third party has also filed a patent application relating to an invention claimed by us or one or more of our licensors, we may be required to 
participate in an interference or derivation proceeding declared or instituted by the U.S. Patent and Trademark Office, which could result in substantial uncertainties and cost for us, even if the eventual outcome is 
favorable to us. The degree of future patent protection for our cosmetic products, product candidates and technology is uncertain. For example: 

• we or our licensors might not have been the first to make the inventions covered by our issued patents, or pending or future patent applications; 

• we or our licensors might not have been the first to file patent applications for the inventions; 

• others may independently develop duplicative, similar or alternative technologies; 

• it is possible that our patent applications will not result in an issued patent or patents, or that the scope of protection granted by any patents arising from our patent applications will be significantly 
narrower than expected; 
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• any patents under which we hold ultimate rights may not provide us with a basis for commercially- viable products, may not provide us with any competitive advantages or may be challenged by third 
parties as not infringed, invalid, or unenforceable under United States or foreign laws; 

• any patent issued to us in the future or under which we hold rights may not be valid or enforceable; or 

• we may develop additional technologies that are not patentable and which may not be adequately protected through trade secrets; for example, if a competitor independently develops duplicative, 
similar, or alternative technologies.

If we fail to comply with our obligations in the Amended License Agreement with CMU and any future license agreements under which we may license intellectual property rights from third parties or 
otherwise experience disruptions to our business relationships with our licensors, we could lose rights that are important to our business.

We have entered to the Amended License Agreement with CMU under which CMU granted to us the exclusive rights to develop and commercialize plasma-based bioactive material, also known as “Biocompatible 
Plasma-Based Plastics,” for all fields of use and all worldwide geographies, which applies only to our BHA and THA products. In the future, we may be required to enter into additional intellectual property license 
agreements that are important to our business. The Amended License Agreement imposes, and future license agreements may impose, various diligence, milestone payment, royalty and other obligations on us. 
For example, under the Amended License Agreement, we have agreed to pay certain royalties and sublicense fees to CMU. If we fail to comply with any obligations under the Amended License Agreement or under 
our any future license agreements, we may be subject to termination of such license agreement in whole or in part, increased financial obligations to our licensors or loss of exclusivity in a particular field or territory, 
in which case our ability to develop or commercialize products covered by the license agreements will be impaired. 

In addition, disputes may arise regarding intellectual property subject to a license agreement, including: 

• the scope of rights granted under the license agreement and other interpretation-related issues; 

• the extent to which our technology, products, methods and processes infringe on intellectual property of the licensor that is not subject to the licensing agreement; 

• our diligence obligations under the license agreement and what activities satisfy those obligations; 

• if a third party expresses interest in an area under a license that we are not pursuing, under the certain terms of our license agreement, we may be required to sublicense rights in that area to the third 
party, and that sublicense could harm our business; and 

• the ownership of inventions and know-how resulting from the joint creation or use of intellectual property by our licensors and us. 

If disputes over the intellectual property that we have licensed prevent or impair our ability to maintain our current licensing arrangements on acceptable terms, we may be unable to successfully develop and 
commercialize the affected product candidates. 

We may need to obtain licenses from third parties to advance our research to allow commercialization of our product candidates. We may fail to obtain any of these licenses at a reasonable cost or on reasonable 
terms, if at all. In that event, we would be unable to further develop and commercialize one or more of our product candidates, which could harm our business significantly. 

Under the Amended License Agreement, we are required to use our best efforts to effect introduction of the licensed technology into the commercial market as soon as possible and meet certain milestones as 
stipulated within the Amended License Agreement. CMU retains the right to use any derivative technology developed by us as a result of the use of this technology and retains the intellectual property rights to the 
licensed technology under the Amended License Agreement including patents, copyrights, and trademarks. We may establish all proprietary rights for us in the intellectual property developed by us which includes, 
or is based in whole or in part on, the licensed technology under the Amended License Agreement, which may also include Carmell-created modifications, enhancements or other technology, whether in the nature 
of trade secrets, copyrights, patents or other rights. CMU has the right to use such intellectual property developed by us solely for research, education, academic and/or administrative purposes. In addition, we own 
all right, title and interest (including patents, copyrights, and trademarks) in and to the results of collaboration that are developed solely by us while CMU owns all of the right, title and interest (including patents, 
copyrights and trademarks) in and to the results of collaboration that are developed solely by CMU. Our rights to use these patents and employ the inventions claimed in these licensed patents, as well as the 
exploitation of licensed technology and know-how, are subject to the continuation of, and our compliance with, the terms of the Amended License Agreement. If the Amended License Agreement is terminated, we 
may not be able to develop, manufacture, market or sell the product candidates covered by such agreement and those that may be tested or approved in combination with such product candidate. Such an 
occurrence could materially adversely affect the value of the product candidates being developed under any such agreement. 
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We may infringe the intellectual property rights of others, which may prevent or delay our product development efforts and stop us from commercializing or increase the costs of commercializing 
our cosmetic products or product candidates. 

Our success will depend in part on our ability to operate without infringing, misappropriating or otherwise violating the trademarks, patents, copyrights, trade secrets and other proprietary rights of others. We cannot 
guarantee that our cosmetic products or product candidates, or manufacture or use of our cosmetic products or product candidates, will not infringe, misappropriate or otherwise violate such third-party rights. From 
time to time, we may receive allegations of trademark or patent infringement and third parties have filed claims against us with allegations of intellectual property infringement. In addition, third parties may involve us 
in intellectual property disputes as part of a business model or strategy to gain competitive advantage. 

Depending against such allegations and litigation could be costly, affect our results of operations, divert the attention of managerial and scientific personnel, and have an adverse impact on our ability to bring 
products to market. Some of these third parties may be better capitalized and have more resources than us. In that event we are to infringe or violate a third party’s intellectual property rights, we may need to halt 
commercialization of the relevant cosmetic product(s) or product candidate(s), obtain a license, which may not be available to us on commercially reasonable terms, and redesign or rebrand our marketing strategy 
or cosmetic products or product candidates, which may not be possible or may be costly. In addition, there is a risk that a court will order us to pay the other party damages for having violated or infringed upon the 
other party’s intellectual property rights.

Some of our competitors may be able to sustain the costs of complex intellectual property litigation more effectively than we can because they have substantially greater resources. In addition, any uncertainties 
resulting from the initiation and continuation of any such litigation could have a material adverse effect on our ability to raise the funds necessary to continue our operations. 

If we fail to protect or enforce our intellectual property or confidential proprietary information relating to cosmetic products or product candidates, we may not be able to compete effectively, which 
may negatively affect our business as well as limit our partnership or acquisition appeal. 

Our success depends in part on our ability to protect our intellectual property rights. We rely on a combination of trademarks, trade secrets, confidential proprietary information, domains, licensed patent rights and 
other intellectual property rights to protect our intellectual property. We may be subject to competition despite the existence of intellectual property we license or own. We can give no assurances that our intellectual 
property will be sufficient to prevent third parties from designing around the patents we own or license and developing and commercializing competitive products. The existence of competitive products that avoid our 
intellectual property could materially adversely affect our operating results and financial condition. Furthermore, limitations, or perceived limitations, in our intellectual property may limit the interest of third parties to 
partner, collaborate or otherwise transact with us, if third parties perceive a higher than acceptable risk to commercialization of our products or future products. 

We may elect to sue a third party, or otherwise make a claim, alleging infringement or other violation of patents, trademarks, trade dress, copyrights, trade secrets, domain names or other intellectual property rights 
that we either own or license. If we do not prevail in enforcing our intellectual property rights in this type of litigation, we may be subject to: 

• paying monetary damages related to the legal expenses of the third party; 

• facing additional competition that may have a significant adverse effect on our product pricing, market share, business operations, financial condition, and the commercial viability of our products; and 

• restructuring our company or delaying or terminating select business opportunities, including, but not limited to, research and development, clinical validation and testing, and commercialization activities, 
due to a potential deterioration of our financial condition or market competitiveness. 

A third party may also challenge the validity, enforceability or scope of the intellectual property rights that we license or own; and, the result of these challenges may narrow the claim scope of or invalidate 
intellectual property rights that are integral to our cosmetic products or product candidates in the future. There can be no assurance that we will be able to successfully defend our intellectual property rights in an 
action against third parties due to the unpredictability of litigation and the high costs associated with intellectual property litigation among other factors. 

Changes to patent law, for example the Leahy-Smith America Invests Act, AIA or Leahy-Smith Act, of 2011 and the Patent Reform Act of 2009 and other future article of legislation in the U.S., may substantially 
change the regulations and procedures surrounding patent applications, issuance of patents, prosecution of patents, challenges to patent validity, and patent enforcement. We can give no assurances that our 
patents and those of our licensor(s) can be defended or will protect us against future intellectual property challenges, particularly as they pertain to changes in patent law and future patent law interpretations. 
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In addition, enforcing and maintaining our intellectual property protection depends on compliance with various procedural, document submission, fee payment and other requirements imposed by the U.S. Patent 
and Trademark Office and courts, and protection of our intellectual property rights could be reduced or eliminated for non-compliance with these requirements. 

If we are not able to protect and control our unpatented trade secrets, know-how and other proprietary technology, we may suffer competitive harm. 

We also rely on proprietary trade secrets and unpatented know-how to protect our research and development activities, particularly when we do not believe that patent protection is appropriate or available. 
However, trade secrets are difficult to protect. We will attempt to protect our trade secrets and unpatented know-how by requiring our employees, consultants, collaborators, and advisors to execute a confidentiality 
and non-use agreement. We cannot guarantee that these agreements will provide meaningful protection, that these agreements will not be breached, that we will have an adequate remedy for any such breach, or 
that our trade secrets will not otherwise become known or independently developed by a third party. Our trade secrets, and those of our present or future collaborators with which we have agreements authorizing 
our use or access to such trade secrets, may become known or may be independently discovered by others, which could adversely affect the competitive position of our product candidates. 

 If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our target markets and our business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented, declared generic or determined to be infringing on other marks. We may not be able to protect our rights in 
these trademarks and trade names, which we need in order to build name recognition with potential partners or consumers in our target markets. If we are unable to establish name recognition based on our 
trademarks and trade names, then we may not be able to compete effectively, and our business may be adversely affected.

Risks Related to our Financial Condition 

Our future success is dependent, in part, on the performance and continued service of our officers and directors. 

We are presently dependent largely upon the experience, abilities and continued services of our senior management, including our Chief Executive Officer, Rajiv Shukla. The loss of services of Mr. Shukla could 
have a material adverse effect on our business, financial condition or results of operation. Other key executives are important to our ongoing capability to develop, commercialize and, if necessary, obtain regulatory 
approval for our cosmetic products and product candidates. The competition of executive talent may make it difficult to replace any of these key positions in a timely manner. We do not maintain “key employee” 
insurance policies on any of our executive officers that would compensate us for the loss of their services. The time and cost required to replace a key employee may have a material adverse effect on our results of 
operations and financial condition.

Management has concluded that there is substantial doubt about our ability to continue as a going concern. 

As of December 31, 2023 we had cash on hand of $2,912,461 and working capital of $951,495, excluding the assets and liabilities associated with AxoBio, which are classified as assets and liabilities available for 
sale in the accompanying balance sheets.

The accompanying financial statements have been prepared on the basis that the Company will continue as a going concern, which assumes the realization of assets and the satisfaction of liabilities in the normal 
course of business. As of December 31, 2023, we have had no income from continuing operations, and, excluding AxoBio, we did not have a commercial product or service. The Company has historically relied on 
raising capital to fund the Company’s operations. Based on our cash balance as of December 31, 2023 and projected cash needs for the next twelve months, management estimates that it will need to raise 
additional capital to cover operating and capital requirements. Management will need to raise the additional funds through issuing additional shares of Common Stock or other equity securities or obtaining debt 
financing. There can be no assurance that any required future financing can be successfully completed on a timely basis, or on terms acceptable to the Company. Based on these circumstances, management has 
determined there is substantial doubt about the Company’s ability to continue as a going concern.

The accompanying consolidated financial statements do not include any adjustments that may be necessary should we be unable to continue as a going concern. 

We may become involved in litigation that may materially adversely affect us.

From time to time, we may become involved in various legal proceedings relating to matters incidental to the ordinary course of our business, including intellectual property, commercial, product liability, 
employment, class action, whistleblower, shareholder derivative suits and other litigation and claims, and governmental and other regulatory investigations and proceedings. The Holders of the Convertible Notes 
have alleged that the Company owes additional principal and interest thereon and is required to repurchase the Convertible Note Warrants. Puritan has filed suit seeking to recover such amounts allegedly owed. 
Management of the Company 
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believes that its obligations under the Convertible Notes have been satisfied and that no additional payments are due to the Holders, and the Company has conveyed its position to the Holders. Nevertheless, we 
cannot assure you that we will prevail. Such matters can be time-consuming, divert management’s attention and resources, cause us to incur significant expenses or liability or require us to change our business 
practices. Because of the potential risks, expenses and uncertainties of litigation, we may, from time to time, settle disputes, even where we believe that we have meritorious claims or defenses. Because litigation is 
inherently unpredictable, we cannot assure you that the results of any of these actions will not have a material adverse effect on our business.

We have a history of net losses, and we may not be able to achieve or maintain profitability in the future.

We have incurred net losses each year since our inception, and we may not be able to achieve or maintain profitability in the future. For the year ended December 31, 2023 and 2022, we had a loss from continuing 
operations of $16,205,252 and $9,051,334, respectively, and negative cash flows from operations of $8,348,208 and $3,428,707, respectively. To date, we have financed our operations primarily through the sale of 
equity securities and convertible debt. We have devoted substantially all of our financial resources and efforts to research and development, including preclinical studies and clinical trials, and we anticipate that our 
expenses will continue to increase over the next several years as we develop and launch our cosmetic products, expand into new markets and increase our sales and marketing efforts. These efforts may be more 
costly than we expect and may not result in increased revenue or growth in our business. Accordingly, we expect to continue to incur substantial operating losses for the foreseeable future, which may fluctuate 
significantly from quarter-to-quarter and year-to-year. 

Any failure to increase our revenue sufficiently to keep pace with our investments and other expenses could prevent us from achieving or maintaining profitability or positive cash flow on a consistent basis. If we are 
unable to successfully address these risks and challenges as we encounter them, our business, financial condition, results of operations and prospects could be adversely affected. If we are unable to generate 
adequate revenue and manage our expenses, we may continue to incur significant losses in the future and may not be able to achieve or maintain profitability. In addition, even if we do achieve profitability, we may 
not be able to sustain or increase profitability. Our failure to become and remain profitable would depress the value of our company and could impair our ability to maintain our research and development efforts, 
expand our business, diversify our product offerings or even continue our operations. A decline in the value of our company could also cause you to lose all or part of your investment. 

The current economic downturn may harm our business and results of operations. 

Our overall performance depends, in part, on worldwide economic conditions. the U.S. and global markets have experienced cyclical or episodic downturns, and worldwide economic conditions remain uncertain 
and volatile, as a result of current geopolitical conditions including the Israel-Hamas War, the ongoing Russia-Ukraine War and conflict between China and Taiwan, instability in the U.S. and global banking 
systems, increased inflation, the downgrading of the U.S.’s credit rating and the possibility of a recession. Impacts of such economic weakness include: 

• falling overall demand for goods and services, leading to reduced profitability; 

• reduced credit availability; 

• higher borrowing costs; 

• reduced liquidity; 

• volatility in credit, equity and foreign exchange markets; and 

• bankruptcies.

These developments could lead to supply chain disruption, inflation, higher interest rates, and uncertainty about business continuity, which may adversely affected our business and our results of operations. 

Recent increases in interest rates may increase our borrowing costs, and may also affect our ability to obtain working capital through borrowings such as bank credit lines and public or private 
sales of debt securities, which may result in lower liquidity, reduced working capital and other adverse impacts on our business. 

Continued increases in interest rates will increase the cost of new indebtedness/servicing our outstanding indebtedness/refinancing our outstanding indebtedness, and could materially and adversely affect our 
results of operations, financial condition, liquidity and cash flows. 

Hostilities in Ukraine and Israel could have a material adverse effect, including the availability and cost of services that we rely upon for our business operations, which could have a material adverse 
impact on our business operations. 

Russia’s invasion of Ukraine, which has persisted for months, and the global response, including the imposition of sanctions by the United States and other countries, could create or exacerbate risks facing our 
business. In addition, recent hostilities in Israel could also 
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create or exacerbate risks facing our business. Given the continuing conflicts, our supply chain could be disrupted due to the demise of commercial activity in impacted regions and due to the severity of sanctions on 
the businesses that we and our suppliers rely on. Further, state-sponsored cyberattacks could expand as part of the conflict, which could adversely affect our and our suppliers’ ability to maintain or enhance key 
cyber security and data protection measures.

Significant disruptions of information technology systems, computer system failures or breaches of information security could adversely affect our business. 

We rely to a large extent upon sophisticated information technology systems to operate our business. In the ordinary course of business, we collect, store and transmit large amounts of confidential information 
(including, but not limited to, personal information and intellectual property). The size and complexity of our information technology and information security systems, and those of our third-party vendors with whom 
we may contract, make such systems potentially vulnerable to service interruptions or to security breaches from inadvertent or intentional actions by our employees or vendors, or from malicious attacks by third 
parties. Such attacks are of ever-increasing levels of sophistication and are made by groups and individuals with a wide range of motives (including, but not limited to, industrial espionage and market manipulation) 
and expertise. While we intend to invest in the protection of data and information technology, there can be no assurance that our efforts will prevent service interruptions or security breaches. 

Our internal computer systems, and those of our business vendors on which we may rely, are vulnerable to damage from computer viruses, unauthorized access, natural disasters, fire, terrorism, war and 
telecommunication and electrical failures. We exercise little or no control over these third parties, which increases our vulnerability to problems with their systems. If such an event were to occur and cause 
interruptions in our operations, it could result in a material disruption of our development programs. Any interruption or breach in our systems could adversely affect our business operations or result in the loss of 
critical or sensitive confidential information or intellectual property, and could result in financial, legal, business and reputational harm to us or allow third parties to gain material, inside information that they use to 
trade in our securities. To the extent that any disruption or security breach results in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or proprietary information, we could 
incur liability, the further development of our cosmetic products and future product candidates could be delayed and our business could be otherwise adversely affected. 

We will need to grow the size of our organization in the future, and we may experience difficulties in managing this growth. 

As of March 15, 2024, we have nine full-time employees and one part-time employee. We will need to grow the size of our organization in order to support our continued development and commercialization of our 
cosmetic products and potential commercialization of our product candidates in the future. As our development and commercialization plans and strategies continue to develop, our need for additional managerial, 
operational, manufacturing, sales, marketing, financial and other resources will increase. Our management, personnel and systems currently in place will not be adequate to support this future growth. Future 
growth would impose significant added responsibilities on members of management, including: 

• Managing our clinical validation and any future clinical trials effectively; 

• identifying, recruiting, maintaining, motivating and integrating additional employees; 

• managing our internal development efforts effectively while complying with our contractual obligations to licensors, licensees, contractors and other third parties; 

• improving our managerial, development, operational, information technology, and finance systems; and expanding our facilities. 

If our operations expand, we will also need to manage additional relationships with various strategic partners, suppliers and other third parties. Our future financial performance and our ability to commercialize our 
cosmetic products and product candidates and to compete effectively will depend, in part, on our ability to manage any future growth effectively, as well as our ability to develop a sales and marketing force when 
appropriate for our company. To that end, we must be able to manage our development efforts and preclinical studies and clinical trials effectively and hire, train and integrate additional management, research and 
development, manufacturing, administrative and sales and marketing personnel. The failure to accomplish any of these tasks could prevent us from successfully growing our company. 

We expect to continue to incur increased costs as a result of operating as a public company and our management will be required to devote substantial time to compliance initiatives and corporate 
governance practices.

As a public company, we incur and expect to continue to incur additional significant legal, accounting and other expenses in relation to our status as a public reporting company. We expect that these expenses will 
further increase after we are no longer an emerging growth company. We may need to hire additional accounting, finance and other personnel in connection with our continuing efforts to comply with the 
requirements of being a public company, and our management and other personnel will need to continue to devote a substantial amount of time towards maintaining compliance with these requirements. In addition, 
the Sarbanes-Oxley Act of 2002 and rules 
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subsequently implemented by the SEC and Nasdaq have imposed various requirements on public companies, including establishment and maintenance of effective disclosure and financial controls and corporate 
governance practices. Our management and other personnel will need to devote a substantial amount of time to these compliance initiatives. Moreover, these rules and regulations will increase our legal and 
financial compliance costs and will make some activities more time-consuming and costly.

If we market products in a manner that violates healthcare laws, we may be subject to civil or criminal penalties. 

Although our products are not currently covered by any third-party payor, including any commercial payor or government healthcare program, we may nonetheless be subject to federal and state healthcare laws, 
including fraud and abuse, anti-kickback, false claims and transparency laws with respect to payments or other transfers of value made to physicians and other healthcare professionals. These laws may impact, 
among other things, financial arrangements with physicians, sales, marketing and education programs and the manner in which any of those activities are implemented. If our operations are found to be in violation 
of any of those laws or any other applicable governmental regulations, we may be subject to penalties, including civil and criminal penalties, damages, fines, imprisonment, exclusion from government healthcare 
programs or the curtailment or restructuring of operations, any of which could adversely affect our ability to operate our business and our financial condition. In addition, we may be subject to patient data privacy 
and security regulation by both the U.S. federal government and the states in which we conduct our business. 

The scope and enforcement of each of these laws is uncertain and subject to rapid change in the current environment of healthcare reform. Federal and state enforcement bodies have recently increased their 
scrutiny of interactions between healthcare companies and healthcare providers, which has led to a number of investigations, prosecutions, convictions and settlements in the healthcare industry. Even if 
precautions are taken, it is possible that governmental authorities will conclude that our business practices including compensation of physicians with stock or stock options, could, despite efforts to comply, be 
subject to challenge under current or future statutes, regulations or case law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to be in violation of any of 
these laws or any other governmental regulations that may apply to us, we may be subject to significant civil, criminal and administrative penalties, damages, fines, disgorgement, imprisonment, additional reporting 
requirements and oversight if we become subject to a corporate integrity agreement or similar agreement to resolve allegations of non-compliance with these laws, reputational harm and the curtailment or 
restructuring of our operations. If any of the physicians or other healthcare providers or entities with whom we expect to do business is found not to be in compliance with applicable laws, that person or entity may 
be subject to significant criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs. Prohibitions or restrictions on sales or withdrawal of future marketed products 
could materially affect our business in an adverse way. 

Efforts to ensure that our business arrangements with third parties will comply with applicable healthcare laws and regulations will involve substantial costs. Any action against us for violation of these laws, even if 
we successfully defend against it, could cause us to incur significant legal expenses and divert our management’s attention from the operation of our business. The shifting compliance environment and the need to 
build and maintain robust and expandable systems to comply with multiple jurisdictions with different compliance or reporting requirements increases the possibility that a healthcare company may run afoul of one 
or more of the requirements. 

As compliance with healthcare regulations becomes more costly and difficult for us or our consumers, we may be unable to grow our business.

Participants in the healthcare industry are subject to extensive and frequently changing regulations under numerous laws administered by governmental entities at the federal, state, local and foreign levels, some of 
which are, and others of which may be, applicable to our business. The healthcare market itself is highly regulated and subject to changing political, economic and regulatory influences. Failure to keep up and 
comply with such requirements may subject us to significant costs, sanctions, or penalties. For example, regulations implemented pursuant to the Health Insurance Portability and Accountability Act, or HIPAA, 
including regulations governing the privacy and security of individually identifiable health information held by healthcare providers and their business associates may require us to make significant and unplanned 
enhancements of software applications or services, result in delays or cancellations of orders, cause us to be subject to significant penalties or fines for violations, or result in the revocation of endorsement of our 
products and services by healthcare participants, among others. 

In addition, significant changes to the regulatory requirements for cosmetic products are scheduled in the next several years. On December 29, 2022, Congress enacted MoCRA that adds significant new regulatory 
requirements to cosmetic products. Some of the requirements became applicable on December 29, 2023, although many of the requirements, such as those relating to labeling, will become applicable in 2024 and 
2025. For example, cosmetic manufacturing and processing facilities will need to be registered with FDA, and products will need to be listed with FDA. Adulterated or misbranded cosmetic products will be subject to 
recalls that are mandated by FDA, similar to medical devices. In addition, a responsible person will be required to report any serious adverse events that result from the use of a cosmetic product manufactured, 
packaged, or distributed by the associated entity, and the records relating to each adverse event report will be required to be kept for six years. Notably, MoCRA requires FDA to promulgate proposed rules for 
Good Manufacturing Practices for cosmetic products by December 29, 2024, and final rules by December 29, 2025. Subsequently, 
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compliance with such GMP requirements will become mandatory for manufacturers of cosmetic products. Additionally, cosmetic labels will need to identify the responsible person for the purpose of serious adverse 
event reporting, and cosmetic labels will also need to identify fragrance allergens. We, as the manufacturer, and our products, will become subject to these requirements, and will need to expend capital to ensure 
that our manufacturing practices and labeling processes are compliant. Additionally, we may need to hire additional personnel to implement the adverse event reporting procedures and to ensure compliance with 
these new requirements. There may be certain challenges to compliance with these requirements and failure to comply may result in enforcement actions from FDA and other regulatory agencies that could disrupt 
our business operations. 

Risks Related to our Common Stock

We expect the price of our Common Stock may be volatile and may fluctuate substantially.

The stock market in general and the market for cosmetics companies in particular, have experienced extreme volatility that has often been unrelated to the operating performance of particular companies. The 
market price for our Common Stock may be influenced by many factors, including:

• commercialization and sales of our products;

• the results of our efforts to discover, develop, acquire or in-license products or product candidates, if any;

• failure or discontinuation of any of our research programs;

• actual or anticipated results from, and any delays in, any future clinical validation, testing or clinical trials, as well as results of regulatory reviews relating to the approval of any product candidates we may 
choose to develop;

• the level of expenses related to any products or product candidates that we may choose to develop or clinical development programs we may choose to pursue;

• disputes or other developments relating to proprietary rights, including patents, litigation matters and our ability to obtain patent protection for our technologies;

• announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures and capital commitments;

• additions or departures of key scientific or management personnel;

• variations in our financial results or those of companies that are perceived to be similar to us;

• new products, product candidates or new uses for existing products introduced or announced by our competitors, and the timing of these introductions or announcements;

• results of clinical validation, testing or clinical trials of products or product candidates of our competitors;

• general economic and market conditions and other factors that may be unrelated to our operating performance or the operating performance of our competitors, including changes in market valuations of 
similar companies;

• regulatory or legal developments in the United States and other countries;

• changes in the structure of healthcare payment systems;

• conditions or trends in the cosmetics industries;

• actual or anticipated changes in earnings estimates, development timelines or recommendations by securities analysts;

• announcement or expectation of additional financing efforts;

• sales of Common Stock by us or our stockholders in the future, as well as the overall trading volume of our Common Stock; and

• the other factors described in this “Risk Factors” section.

In the past, following periods of volatility in companies’ stock prices, securities class-action litigation has often been instituted against such companies. Such litigation, if instituted against us, could result in 
substantial costs and diversion of management’s attention and resources, which could materially and adversely affect our business and financial condition.

Future resales of Common Stock may cause the market price of our securities to drop significantly, even if our business is doing well.
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Sales of a substantial number of shares of our Common Stock in the public market could occur at any time. These sales, or the perception in the market that the holders of a large number of shares intend to sell 
shares, could reduce the market price of our Common Stock.

As restrictions on resale end and registration statements for the sale of the shares held by parties who have contractual registration rights are available for use, the sale or possibility of sale of these shares could 
have the effect of increasing the volatility in the market price of our Common Stock, or decreasing the market price itself. As a result of any such decreases in price of our Common Stock, purchasers who acquire 
shares of our Common Stock may lose some or all of their investment.

Any significant downward pressure on the price of our Common Stock as the selling stockholders sell the shares of our Common Stock, or the prospect of such shares could encourage short sales by the selling 
stockholders or others. Any such short sales could place further downward pressure on the price of our Common Stock.

We are required to register the issuance of the shares underlying the warrants issued in the IPO. We may incur substantial costs in connection with such registration statement and the issuance of 
such shares may result in dilution to holders of our Common Stock and the issuance of any such shares upon a cashless exercise of the warrants would not result in the receipt by us of any cash 
proceeds thereof.

Pursuant to the warrant agreement entered into upon closing of the IPO, we agreed to file a registration statement with the SEC to register the issuance of the shares of Common Stock upon exercise of the 
warrants issued in the IPO. We prepared and filed such registration statement on August 7, 2023. The registration statement was not declared effective by the 60th business day following the closing of the 
Business Combination. As a result, until such registration statement is declared effective by the SEC, such warrants may be exercised by the holders thereof on a cashless basis. 

We have incurred substantial costs in connection with the filing of the registration statement. We will be required to amend the registration statement to include certain financial statements of AxoBio and to update 
certain financial and other information since the date of the original filing of the registration statement. We may incur substantial costs in connection with such amendment and completion of the SEC review process. 
In addition, for as long as the warrants remain exercisable on a cashless basis until the effectiveness of the registration statement, we would not be able to receive any cash proceeds from the exercise thereof, 
preventing such potential proceeds from improving our liquidity position. Any shares issuable upon exercise of the warrants, for cash or on a cashless basis, would also increase the number of shares outstanding 
and available for sale, which could result in downward pressure on the price of our Common Stock.

We are an “emerging growth company,” and the reduced disclosure requirements applicable to emerging growth companies may make our Common Stock less attractive to investors.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act (the “JOBS Act”). For so long as we remain an emerging growth company, we will be permitted to and intend to rely 
on exemptions from certain disclosure requirements that are applicable to other public companies that are not emerging growth companies. These exemptions include:

• not being required to comply with the auditor attestation requirements in the assessment of our internal control over financial reporting;

• not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory audit firm rotation or a supplement to the auditor’s 
report providing additional information about the audit and the financial statements;

• reduced disclosure obligations regarding executive compensation; and

• exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments not previously approved.

We may choose to take advantage of some, but not all, of the available exemptions. We cannot predict whether investors will find our Common Stock less attractive if we rely on these exemptions. If some investors 
find our Common Stock less attractive as a result, there may be a less active trading market for our Common Stock and the price of our Common Stock price may be more volatile.

We do not anticipate paying any cash dividends on our capital stock in the foreseeable future; capital appreciation, if any, will be your sole source of gain as a holder of our Common Stock.

We have never declared or paid cash dividends on shares of our capital stock. We currently plan to retain all of our future earnings, if any, and any cash received as a result of future financings to finance the growth 
and development of our business. Accordingly, capital appreciation, if any, of our Common Stock will be the sole source of gain for holders of our Common Stock for the foreseeable future.
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If we were to be delisted from Nasdaq, it could reduce the visibility, liquidity and price of our Common Stock.

There are various quantitative listing requirements for a company to remain listed on Nasdaq, including maintaining a minimum bid price of $1.00 per share and Nasdaq equity standards. There is no guarantee that 
we will be able to continue complying with the minimum bid price rule, the minimum equity standard or other Nasdaq requirements.

Provisions in our amended and restated certificate of incorporation and Delaware law may inhibit a takeover of us, which could limit the price investors might be willing to pay in the future for our 
Common Stock and could entrench management. 

Our amended and restated certificate of incorporation contains provisions that may discourage unsolicited takeover proposals that stockholders may consider to be in their best interests. These provisions include a 
staggered board of directors and the ability of the board of directors to designate the terms of and issue new series of preferred shares, which may make the removal of management more difficult and may 
discourage transactions that otherwise could involve payment of a premium over prevailing market prices for our securities.

We are also subject to anti-takeover provisions under Delaware law, which could delay or prevent a change of control. Together these provisions may make the removal of management more difficult and may 
discourage transactions that otherwise could involve payment of a premium over prevailing market prices for our securities.
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Item 1B. Unresolved Staff Comments.

None
 

Item 1C. Cybersecurity. 

Managing cybersecurity risk is a crucial part of our overall strategy for safely operating our business. We incorporate cybersecurity practices into our Enterprise Risk Management (“ERM”) approach, which is 
subject to oversight by our Board of Directors (the “BOD”). 
 
Consistent with our overall ERM program and practices, our cybersecurity program includes: 

• Vigilance: We maintain a cybersecurity program that endeavors to identify risks, protect assets, detect threats, respond to incidents, and recover from damaging events in a prompt and effective manner 
with the goal of minimizing business disruptions through effective governance of people, processes, and technologies. 

• External Collaboration: We collaborate with third-party service providers to identify, assess and mitigate cybersecurity risks. 

• Systems Safeguards: We deploy technical safeguards that are designed to protect our information systems, products, operations and sensitive information from cybersecurity threats, including 
compromises of our information systems and our data’s confidentiality, integrity, and availability. These include firewalls, disaster recovery capabilities, malware and ransomware prevention, access 
controls, and encryption.

• Education: We provide monthly training for all personnel regarding cybersecurity threats, with such training appropriate to the roles, responsibilities and access of the relevant Company personnel. Our 
policies require all workers to report any real or suspected cybersecurity events. 

• Incident Response Planning: We have established and maintain incident response plans that direct our response to cybersecurity events and incidents. Such plans include the protocol by which a 
material incident would be communicated to executive management, our BOD, external regulators and shareholders.

• Governance: Our BOD’s oversight of cybersecurity risk management is led by the Company's Audit Committee, which oversees our ERM program. Cybersecurity threats, risks and mitigation are 
reviewed by the Audit Committee on at least an annual basis and such reviews include internal and independent assessment of risks, controls and overall program effectiveness.

 
Our risk assessment efforts have indicated that we are a potential target for theft of intellectual property, financial resources, personal information, and trade secrets from a wide range of actors including nation 
states, organized criminal groups, malicious insiders and activists. The impacts of attacks, abuse and misuse of the Company’s systems and information include, without limitation, loss of assets, operational 
disruption and damage to the Company’s reputation. 
 
A key element of managing cybersecurity risk is the ongoing assessment and testing of our processes and practices through assessments and other exercises focused on evaluating the sufficiency and 
effectiveness of our cybersecurity risk management efforts. If a material weakness in our cybersecurity risk management program is identified, it will be reported to the Audit Committee and the BOD, as appropriate, 
and we will make adjustments to our cybersecurity processes and practices as necessary to eliminate or compensate for that weakness.
 
Our CFO is principally responsible for overseeing our cybersecurity risk management program, in partnership with other Company management. We believe our business leaders, including our CFO, have the 
appropriate expertise, background and depth of experience to manage risks arising from cybersecurity threats. Our CFO collaborates with other Company business leaders to implement a program designed to 
manage our exposure to cybersecurity risks and to promptly respond to cybersecurity incidents.
 
The Audit Committee oversees cybersecurity risk management, including the policies, processes and practices that management implements to operationalize our cybersecurity risk management program. The 
Audit Committee will promptly receive information regarding any material cybersecurity incident that may occur, including any ongoing updates. The Audit 
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Committee periodically discusses our approach to cybersecurity risk management with our CFO, who oversees the Company’s information systems.
 
As of the date of this Form 10-K, we are not aware of any cybersecurity incidents that have materially affected or are reasonably likely to materially affect the Company, including our business strategy, results of 
operations, or financial condition at this time.
 
Item 2. Properties.

Our corporate headquarters, research and development manufacturing, and facilities are located in Pittsburgh, Pennsylvania where we lease approximately 11,385 square feet of space. This lease expires in 2028. 
We believe that our existing facilities are adequate to support our existing operations.

Item 3. Legal Proceedings.

The information under the headings “January 2022 Convertible Notes” in Note 8 – Debt and Note 10 – Contingencies in the notes to the accompanying audited consolidated financial statements is incorporated 
herein by reference.
 
Item 4. Mine Safety Disclosures.

None.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Market information for Common Stock

Our Common Stock began trading on the Nasdaq Capital Market under the symbol “CTCX” on July 17, 2023. Prior such date, Alpha's Class A Common Stock traded on the Nasdaq Capital Market under the 
symbol “ALPA”.

 
On March 27, 2024, the closing price for our Common Stock as reported by the Nasdaq Capital Market was $2.58. 
 
Holders of record 

As of March 27, 2024, the approximate number of holders of record of our Common Stock was 215. This number does not include beneficial owners whose shares are held by nominees in street name. 

Dividends 

Since the IPO, we have never declared or paid cash dividends on our capital stock. We intend to retain all available funds and future earnings, if any, to fund the development and expansion of our business and we 
do not anticipate paying any cash dividends in the foreseeable future. Any future determination related to dividend policy will be made at the discretion of our board of directors and will depend on a number of 
factors, including future earnings, capital requirements, financial conditions, future prospects, contractual restrictions and covenants and other factors that our board of directors may deem relevant.

 

Item 6. [Reserved]
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the accompanying audited consolidated financial statements and the related notes 
contained in Part II, Item 8 of this Annual Report. Certain information in this discussion and analysis or as set forth elsewhere in this Annual Report contains forward-looking statements that involve numerous risks 
and uncertainties, including, but not limited to, those described under the section entitled “Forward-Looking Statements” in Part I, Item 1. “Business” in this Annual Report and under Part I, Item 1A. “Risk Factors” in 
this Annual Report. We assume no obligation to update any of these forward-looking statements. Actual results may differ materially from those contained in any forward-looking statements.
 
Overview 

Carmell is a bio-aesthetics company that utilizes the Carmell SecretomeTM to support skin and hair health. The Carmell SecretomeTM consists of a potent cocktail of growth factors and proteins extracted from 
allogeneic human platelets sourced from U.S. Food and Drug Administration-approved tissue banks. Over the past 7 years, Carmell has extensively tested the technology underpinning the Carmell SecretomeTM. In 
addition, we have developed a novel microemulsion formulation that enables delivery of lipophilic and hydrophilic ingredients without relying on the Foul FourteenTM, which are 14 potentially harmful excipients that 
are commonly used by other companies to impart texture, stability, and other desirable physicochemical attributes to cosmetic products. Additionally, Carmell’s microemulsion formulations do not utilize mineral or 
vegetable oils across its entire product line and are designed to be non-comedogenic. We are also developing a line of men’s products and a line of topical haircare products. All of our cosmetic skincare and 
haircare products are tailored to meet the demanding technical requirements of professional care providers and discerning retail consumers. Our product pipeline also includes innovative regenerative bone and 
tissue healing products that are under development. 
 
We are developing and plan to begin the commercial launch of our line of cosmetic skincare products in the first half of 2024. We plan to employ an omni-channel distribution strategy and sell our products online 
through direct e-commerce channels and through retailers and distributors in the United States.
 
Recent Developments 

Business Combination

On the Closing Date, we consummated the Business Combination pursuant to the Business Combination Agreement, following which Legacy Carmell became a wholly owned subsidiary of the Company. Pursuant 
to the Business Combination Agreement, on the Closing Date, Alpha changed its name to “Carmell Therapeutics Corporation” and Legacy Carmell changed its name to “Carmell Regen Med Corporation.” See 
“Recent Developments” in Part I, Item 1. “Business” in this Annual Report for additional information regarding the Business Combination. 
 
Name Change

On August 1, 2023, the Company filed an amendment to its Third Amended and Restated Certificate of Incorporation with the Delaware Secretary of State to change its name to “Carmell Corporation.”
 
Axolotl Biologix Acquisition

On August 9, 2023, we completed the AxoBio Acquisition pursuant to the Merger Agreement. At the Merger Effective Time, each share of AxoBio Common Stock (other than Dissenting Shares (as defined in the 
Merger Agreement) and shares held as treasury stock) issued and outstanding as of immediately prior to the Merger Effective Time was canceled and converted into the right to receive a pro rata share of:

• $8.0 million in cash, or the “Closing Cash Consideration, payable upon delivery of AxoBio’s audited financial statements;

• 3,845,337 shares of Common Stock and 4,243 shares of Series A Preferred Stock, or the Closing Share Consideration, issued upon the Merger Closing Date; and

• up to $9 million in cash and up to $66 million in shares of Common Stock that, in each case, were subject to the Earnout. 
 
See “Recent Developments” in Part I, Item 1. “Business” in this Annual Report for additional information regarding the AxoBio Acquisition.
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Axolotl Biologix Disposition

On March 20, 2024, we entered into the Purchase Agreement with the Buyers, the former stockholders of AxoBio, for the AxoBio Disposition. The AxoBio Disposition, as contemplated by the Purchase Agreement, 
closed on March 26, 2024. In connection with the AxoBio Disposition, upon the terms and subject to the conditions set forth in the Purchase Agreement, we will sell all of the outstanding limited liability company 
interests of AxoBio to the Buyers in exchange for the return of the Closing Share Consideration, the cancellation of the notes payable by the Company to the Buyers in an aggregate principal amount of $8 million 
issued as the Closing Cash Consideration and termination of the Company’s obligations with respect to the Earnout. AxoBio did not produce any revenue from its products from November 2023 onward, and 
revenue from such products is not anticipated in the future. See “Recent Developments” in Part I, Item 1. “Business” in this Annual Report for additional information regarding the AxoBio Disposition.
 
In accordance with Financial Accounting Standards Board Accounting Standards Codification (“ASC”) 205, Presentation of Financial Statements, Discontinued Operations, Other Presentation Matters, the assets 
and liabilities of AxoBio are classified as available for sale on the accompanying consolidated balance sheets, and the results of its operations are reported as discontinued operations in the accompanying 
consolidated statements of operations.
 
Macroeconomic Conditions

Economic uncertainty in various global markets caused by political instability and conflicts, such as the ongoing conflicts in Ukraine and Israel, and economic challenges, including those related to the COVID-19 
pandemic, have led to market disruptions, such as significant volatility in commodity prices, credit and capital market instability, and supply chain interruptions, which have caused record inflation globally. Our 
business, financial condition, and results of operations could be materially and adversely affected by further negative impacts on the global economy and capital markets resulting from these global economic 
conditions, particularly if such conditions are prolonged or worsen. Although, to date, our results of operations have not been materially impacted by these global economic and geopolitical conditions, it is impossible 
to predict the extent to which our operations may be impacted in the short and long term. The extent and duration of these market disruptions, whether as a result of the military conflict between Russia and Ukraine, 
the effects of the Russian sanctions, the conflict between Israel and Hamas, geopolitical tensions, inflation, or otherwise, are impossible to predict. Any such disruptions may also magnify the impact of other risks 
described or incorporated by reference in this Annual Report. See Part I, Item 1A, “Risk Factors” in this Annual Report for further discussion of the potential impact of these general macroeconomic factors and other 
risks on our business.
 
Impact of Macroeconomic Events

Economic uncertainty in various global markets caused by political instability and conflicts, such as the ongoing conflicts in Ukraine and Israel, and economic challenges have led to market disruptions, including 
significant volatility in commodity prices, credit and capital market instability, and supply chain interruptions, which have caused record inflation globally. Our business, financial condition, and results of operations 
could be materially and adversely affected by further negative impacts on the global economy and capital markets resulting from these global economic conditions, particularly if such conditions are prolonged or 
worsen. Although, to date, our results of operations have not been materially impacted by these global economic and geopolitical conditions, it is impossible to predict the extent to which our operations may be 
impacted in the short and long term. The extent and duration of these market disruptions, whether as a result of the military conflict between Russia and Ukraine, the effects of the Russian sanctions, the conflict 
between Israel and Hamas, geopolitical tensions, inflation, or otherwise, are impossible to predict. Any such disruptions may also magnify the impact of other risks described or incorporated by reference in this 
Annual Report.
 
Critical Accounting Policies and Estimates 

This discussion and analysis of our financial condition and results of operations is based on our audited consolidated financial statements, which have been prepared in accordance with accounting principles 
generally accepted in the United States (“GAAP”). The preparation of these audited consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and the disclosure of contingent assets and liabilities at the date of the audited consolidated financial statements, as well as the reported revenue expenses and net loss incurred during the reporting 
periods. Our estimates are based on our historical experience and various other factors that we believe are reasonable under the circumstances, the results of which form the basis for making judgments about the 
carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions. 
 
Going Concern and Management Plan

The audited consolidated financial statements included elsewhere herein for the year ended December 31, 2023, were prepared under the assumption that we would continue our operations as a going concern, 
which contemplates the realization of assets and the satisfaction of liabilities during the normal course of business. However, as of December 31, 2023, we had cash and cash equivalents of $2,912,461, an 
accumulated deficit of $58,503,401 and liabilities of $39,199,793. We have incurred substantial recurring losses from 
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continuing operations, have used, rather than provided, cash from our continuing operations and are dependent on additional financing to fund future operations. These conditions raise substantial doubt about our 
ability to continue as a going concern within one year after the date the financial statements are issued. The audited consolidated financial statements included elsewhere herein do not include any adjustments to 
reflect the possible future effects on the recoverability and classification of assets or the amounts and classification of liabilities that may result from the outcome of this uncertainty.
 
In the third quarter of 2023, we significantly reduced our future operating expenses by terminating certain executives serving as part-time consultants and full-time employees in non-core areas or overlapping 
business functions. This workforce reduction is expected to result in $2,000,000 to $3,000,000 in annual savings. In addition, we have refocused our research and development efforts on aesthetic products that 
have near-term commercial potential and have reprioritized further development and ceased clinical studies of product candidates that will take more than a year to commercialize. We are also exploring out-
licensing certain research and development programs to generate non-dilutive liquidity. Furthermore, we expect the sale of AxoBio will further reduce our operating expenses, which is anticipated to assist us in 
extending our cash runway.
 
Comparison of Results of Operations for the Years Ended December 31, 2023 and 2022 
 
The following table sets forth our results of operations for the years ended December 31, 2023 and 2022:
 

  For the year ended December 31,     
  2023   2022   Change  
Operating expenses:          

Research and development  $ 2,497,218   $ 2,196,063   $ 301,155  
General and administrative   2,622,945    3,217,280    (594,335 )
Depreciation and amortization of intangibles   97,113    94,298    2,815 
Restructuring charges   726,280    —    726,280  

Total operating expenses   5,943,556    5,507,641    435,915  
Loss from operations   (5,943,556 )   (5,507,641 )   (435,915 )

Other (expenses) income, net   (10,261,696 )   (3,543,693 )   (6,718,003 )
Net loss from continuing operations before taxes  $ (16,205,252 )  $ (9,051,334 )  $ (7,153,918 )

 
Operating Expenses 

Total operating expenses were $5,943,556 and $5,507,641 for the years ended December 31, 2023 and 2022, respectively. This increase reflects a higher level of expenses in 2023 resulting from the execution of 
our strategic plan to commercialize our technologies. 
 
Research and development expenses were $2,497,218 and $2,196,063 for the years ended December 31, 2023, and 2022, respectively. This increase was principally due to an increase in salaries and benefits of 
our research and development personnel.
 
General and administrative expenses were $2,622,495 and $3,217,280 for the years ended December 31, 2023 and 2022, respectively. This decrease was primarily driven by the $1,278,062 write-off of costs 
associated with the Company's aborted initial public offering in October 2022, prior to pursuing the Business Combination. The decrease in general and administrative expenses was partially offset by an increase in 
salaries and benefits for personnel.
 
Depreciation and amortization expense was $97,113 for the year ended December 31, 2023, in line with $94,298 for the comparable period of 2022. 
 
Restructuring charges of $726,280 for the year ended December 31, 2023, were related to our strategic realignment and consist of severance from the termination of employees in non-core areas or overlapping 
business functions (see “Restructuring” below).
 
Other Income (Expenses), Net 

Other expenses, net were $10,261,696 for the year ended December 31, 2023, as compared to $3,543,693 in 2022. The increase between periods was primarily due to an unfavorable change in the fair value of 
the Forward Purchase Agreement of $10,268,130 since the Closing Date, partially offset by a decrease of $2,859,950 in interest expense and the amortization of debt discount, reflecting a lower level of average 
debt outstanding in 2023. In addition, the 2022 fiscal year includes a loss on debt extinguishment of $1,064,692.
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Income from Discontinued Operations, Net

Excluding the impact of a $13,482,292 reduction in the Earnout liability, the Company had a loss from discontinued operations of $12,722,127, net of tax, in 2023, which reflects the results of the AxoBio business 
from the closing of the AxoBio Acquisition through December 31, 2023. Quarterly sales from AxoBio's products for the fourth quarter of 2023 were only $800,000, and there has been no revenue from the sale of 
AxoBio's products since October 2023. This decrease was driven by uncertainty relating to Medicare reimbursement for numerous wound healing products, including AxoBio’s products. See Note 1 and Note 15 to 
the accompanying consolidated financial statements.
 
Liquidity, Capital Resources, and Going Concern

As of December 31, 2023, we had cash of $2,912,461 and an accumulated deficit of $58,503,401. Since inception through December 31, 2023, we have financed operations principally through public and private 
issuances of equity securities and debt financing. Further, we received $13,415,542 in proceeds from the Business Combination, net of $17,535,632 remitted to Meteora under the Forward Purchase Agreement 
and tax obligations assumed. We incurred approximately $1,600,000 of transaction costs related to the Business Combination, consisting of banking, legal, and other professional fees, which were recorded as a 
reduction of proceeds to additional paid-in capital. See Note 1 to the accompanying consolidated financial statements.
 

In addition to the anticipated cost savings from the restructuring detailed below and the completed sale of AxoBio, we plan to launch a line of cosmetic skincare products in the first half of 2024 based on the 
technologies we developed through our research and development activities. Management anticipates that revenue from the commercialization of its cosmetic skincare products and the anticipated cost savings 
from the restructuring will assist us in extending our cash runway. In addition, we are exploring out-licensing of certain research and development programs to generate non-dilutive liquidity.
 
However, the cash available to us may not be sufficient to allow us to operate for the next 12 months due to our current and potential liabilities. We may need to raise additional capital through equity or debt 
issuances. If we are unable to raise additional capital, we may be required to take additional measures to conserve liquidity, which could include, but not necessarily be limited to, curtailing operations and reducing 
overhead expenses. We cannot provide any assurance that new financing will be available on commercially acceptable terms, if at all, or will be completed on a timely basis. These conditions raise substantial 
doubt about our ability to continue as a going concern.
 
The accompanying audited consolidated financial statements have been prepared in conformity with GAAP, which contemplates the continuation of the Company as a going concern, the realization of assets, and 
the satisfaction of liabilities in the ordinary course of business. The audited consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty, or that may be 
necessary should we be unable to continue as a going concern.
 
Restructuring 

During the third quarter of 2023, we significantly reduced our future operating expenses by terminating certain executives serving as part-time consultants and full-time employees in non-core areas or overlapping 
business functions. This workforce reduction is expected to result in $2,000,000 to $3,000,000 in annual savings. In addition, we have refocused our research and development efforts on aesthetic products that 
have near-term commercial potential and have reprioritized further development and ceased clinical studies of product candidates that will take more than a year to commercialize. We also expect to further reduce 
our expenses as a result of the AxoBio Divestiture. Management anticipates that these cost-saving efforts will assist us in extending our cash runway. 
 
Debt 

As of December 31, 2023, we had outstanding indebtedness with principal totaling $1,308,147 as of December 31, 2023 (Note 8 to the accompanying consolidated financial statements). In addition, the Holders of 
the Convertible Notes have demanded additional payment of principal and interest on the Convertible Notes and certain payments with respect to the Convertible Note Warrants, as more fully described under the 
section Contingencies below.
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Cash Flows

The following table summarizes our cash flows for the years ended December 31, 2023, and 2022: 
 

  Year Ended December 31,     
  2023   2022   Change  
Net cash used in operating activities  $ (8,348,208 )  $ (3,428,707 )  $ (4,919,501 )
Net cash used in investing activities   (30,470 )   (7,164 )   (23,306 )
Net cash provided by financing activities   11,162,990    3,551,658    7,611,332  
          

 
Operating Activities 

Net cash used in operating activities for the year ended December 31, 2023 increased by $4,919,501 as compared to 2022. This increase was primarily driven by a higher net loss, an increase in prepaid expenses, 
and decreases in accounts payable and accrued expenses and other liabilities. 
 
Investing Activities 

Net cash used in investing activities was $30,470 for the year ended December 31, 2023, as compared to $7,164 for the year ended December 31, 2022 due to slightly higher purchases of equipment.
 
Financing Activities 

Net cash provided by financing activities was $11,162,990 for the year ended December 31, 2023, as compared to $3,551,658 for the year ended December 31, 2022. This increase was primarily due to the 
proceeds of $30,951,174 from the Business Combination and $1,859,980 in proceeds from the issuance of debt in 2023, partially offset by the cash transferred in connection with the Forward Purchase Agreement 
of $17,535,632 and $2,649,874 of payments on the Company's Convertible Notes.

 
Contingencies

On November 8, 2023, Puritan filed a complaint captioned Puritan Partners LLC v. Carmell Regen Med Corporation et al., No. 655566/2023 (New York Supreme Court, New York County) naming the Company as 
defendant. In the complaint, Puritan asserts that the Company breached its obligations under the Convertible Notes and the Convertible Note Warrants. Puritan also asserts the Company did not comply with its 
obligations to provide Puritan with 25,000 freely tradeable shares on a timely basis. Puritan asserts claims for declaratory judgment, breach of contract, conversion, foreclosure of its security interest, replevin, unjust 
enrichment, and indemnification, and seeks remedies including damages totaling $2,725,000 through November 1, 2023, additional fees and interest thereafter, costs and attorney’s fees, an order of foreclosure on 
its security interest, and other declaratory relief. The Company has moved to dismiss the complaint and intends to defend itself vigorously against this litigation.
 
Contractual Obligations and Commitments 

In addition to financing obligations under our debt agreements, our contractual and commercial commitments include expenditures for operating leases and royalty payments. For further information on our license 
agreement (see Note 10 to the accompanying consolidated financial statements included herein).
 
Emerging Growth Company and Smaller Reporting Company Status 

The JOBS Act permits an “emerging growth company” to take advantage of an extended transition period to comply with new or revised accounting standards applicable to public companies until those standards 
would otherwise apply to private companies. Although we qualify as an emerging growth company, we have elected not to “opt-out” of this provision and, as a result, we will adopt new or revised accounting 
standards at the time private companies adopt the new or revised accounting standard and will do so until such time that we either (i) irrevocably elect to “opt-out” of such extended transition period or (ii) no longer 
qualify as an emerging growth company. 
 
We are also a “smaller reporting company,” meaning that the market value of our stock held by non-affiliates is less than $700 million, and our annual revenue was less than $100 million during the most recently 
completed fiscal year. We may continue to be a smaller reporting company if either (i) the market value of our stock held by non-affiliates is less than $250 million or (ii) our annual revenue was less than $100 
million during the most recently completed fiscal year, and the market value of our stock held by non-affiliates is less than $700 million. If we are a smaller reporting company at the time that we cease to be an 
emerging growth company, we may continue to rely on exemptions from certain disclosure requirements that are available to smaller reporting companies. Specifically, as a smaller reporting company, we may 
choose to present only the two most recent fiscal years of audited financial statements in our 
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Annual Report on Form 10-K and, similar to emerging growth companies, smaller reporting companies have reduced disclosure obligations regarding executive compensation.

 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Not required. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
To the Board of Directors and Stockholders of Carmell Corporation
 
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Carmell Corporation (the Company) as of December 31, 2023 and 2022, and the related consolidated statements of operations, changes in 
stockholders’ equity (deficit), and cash flows for the years then ended, and the related notes (collectively referred to as the financial statements). In our opinion, the financial statements present fairly, in all material 
respects, the financial position of the Company as of December 31, 2023 and 2022, and the results of its operations and its cash flows for the years ended December 31, 2023 and 2022, in conformity with 
accounting principles generally accepted in the United States of America.
 
Substantial Doubt about the Company’s Ability to Continue as a Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 4 to the financial statements, the Company has a net loss from 
operations, negative cash flows from operations, and an accumulated deficit that raises substantial doubt about its ability to continue as a going concern. Management’s plans in regard to these matters are also 
described in Note 4. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s financial statements based on our audits. We are a public accounting 
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws 
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are 
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we 
are required to obtain an understanding of internal control over financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. 
Accordingly, we express no such opinion.
 
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such 
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
 
We have served as the Company’s auditor since 2022.

 
Adeptus Partners, LLC
 
PCAOB ID:  3686

Ocean, New Jersey 
April 1, 2024
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CARMELL CORPORATION
CONSOLIDATED BALANCE SHEETS

  December 31,  
  2023   2022  

ASSETS       
Current assets:       

Cash  $

        
         2,912,461

  $

        
         128,149

 

Prepaid expenses   

        
         761,271

   

        
         55,069

 

Forward purchase agreement   

        
         5,700,451

   

        
         —

 

Assets available for sale   

        
         53,321,372

   —  

Income taxes receivable   

        
         204,559

   

        
         —

 

Deferred offering costs   

        
         —

   

        
         394,147

 

Other current assets   

        
         —

   

        
         28,175

 
Total current assets

 

 
        

         62,900,114

   
        

         605,540

 

Property and equipment, net of accumulated depreciation of $
        
         622,714
         and $
        
         530,116
        , respectively   

        
         192,846

   

        
         254,974

 
Operating lease right of use asset

  

        
         831,656

   

        
         859,331

 
Intangible assets, net of accumulated amortization of $
        
         46,560
         and $
        
         42,044
        , respectively   

        
         24,187

   

        
         28,702

 

Total assets  $

        
         63,948,803

  $

        
         1,748,547

 
       
LIABILITIES, MEZZANINE EQUITY AND STOCKHOLDERS’ EQUITY (DEFICIT)       
Current liabilities:       
Accounts payable

 $

        
         4,417,234

  $

        
         2,138,732

 
Accrued interest

  

        
         1,175,845

   

        
         477,720

 
Accrued expenses and other liabilities

  

        
         1,595,434

   

        
         944,573

 
Loans payable

  

        
         1,288,598

   

        
         —

 
Operating lease liability

  

        
         150,136

   

        
         129,502

 
Liabilities available for sale

  

        
         29,874,831

   —  
Convertible notes payable

  

        
         —

   

        
         2,777,778

 
Derivative liabilities

  

        
         —

   

        
         826,980

 
Total current liabilities   

        
         38,502,078

   
        

         7,295,285

 

Long-term liabilities:       
Operating lease liability, net of current portion

  

        
         697,715

   

        
         827,728

 

Total liabilities   

        
         39,199,793

   

        
         8,123,013

 
       



Commitments and contingencies (see Note 10)       
       
Mezzanine equity:       
Series C-1 Preferred Stock, $
        
         
          0.001
         
         par value; -
        
         0
        - and 
        
         3,436,863
         shares authorized; -
        
         
          0
         
        - and 
        
         
          426,732
         
         shares issued and outstanding as of December 31, 2023 and December 31, 2022, respectively   

        
         —

   

        
         772,028

 
Series C-2 Preferred Stock, $
        
         
          0.001
         
         par value; -
        
         0
        - and 
        
         6,011,960
         shares authorized; -
        
         
          0
         
        - and 
        
         
          5,857,512
         
         shares issued and outstanding as of December 31, 2023 and December 31, 2022, respectively   

        
         —

   

        
         15,904,275

 
Series B Preferred stock, $
        
         
          0.001
         
         par value; -
        
         0
        - and 
        
         2,893,515
         shares authorized; -
        
         
          0
         
        - and 
        
         
          2,824,881
         
         shares issued and outstanding as of December 31, 2023 and December 31, 2022, respectively   

        
         —

   

        
         7,025,434

 
Series A Preferred stock, $
        
         
          0.001
         
         par value; -
        
         
          
           0
          
         
        - and 
        
         
          
           2,010,728
          
         
         shares authorized, issued and outstanding as of December 31, 2023 and December 31, 2022, respectively   

        
         —

   

        
         7,714,336

 
       

Stockholders’ equity (deficit):       
Series A convertible voting preferred stock, $
        
         
          0.001
         
         par value; 
        
         
          
           4,243
          
         
         and -
        
         
          
           0
          
         
        - shares authorized, issued and outstanding at December 31, 2023, and December 31, 2022, respectively

 

        
         1

   —  



Common stock, $
        
         0.0001
         and $
        
         .001
         par value, 
        
         250,000,000
         and 
        
         240,000,000
         shares authorized, and 
        
         
          23,090,585
         
         and 
        
         
          896,580
         
         shares issued and outstanding at December 31, 2023 and December 31, 2022, respectively   

        
         2,309

   

        
         897

 
Additional paid-in capital

  

        
         83,250,101

   

        
         4,590,855

 
Accumulated deficit

  

(
        

         58,503,401
)   

(
        

         42,382,291
)

Total stockholders’ equity (deficit)   

        
         24,749,010

   

(
        

         37,790,539
)

Total liabilities, mezzanine equity and stockholders’ equity (deficit)  $

        
         63,948,803

  $

        
         1,748,547

 

       
 

 
The accompanying notes are an integral part of these consolidated financial statements.
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CARMELL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31, 2023 and 2022 
 

 
  2023   2022  

Operating expenses:       
Research and development

 $

        
         2,497,218

  $

        
         2,196,063

 
General and administrative

  

        
         2,622,945

   

        
         3,217,280

 
Depreciation and amortization of intangible assets

  

        
         97,113

   

        
         94,298

 
Restructuring charges

  

        
         726,280

   

        
         —

 
Total operating expenses

  

        
         5,943,556

   

        
         5,507,641

 

Loss from operations   

(
        

         5,943,556
)   

(
        

         5,507,641
)

       
Other income (expense):       

Other income

  

        
         68,772

   

        
         10,922

 
Interest expense, related party

  

        
         —

   

(
        

         52,471
)

Interest expense

  

(
        

         853,805
)   

(
        

         1,652,498
)

Amortization of debt discount

  

(
        

         35,513
)   

(
        

         2,044,241
)

Loss on forward purchase agreement

  

(
        

         10,268,130
)   

        
         —

 
Change in fair value of derivative liabilities

  

        
         826,980

   

        
         1,259,287

 
Loss on debt extinguishment

  

        
         —

   

(
        

         1,064,692
)

Total other income (expense)

  

(
        

         10,261,696
)   

(
        

         3,543,693
)

Loss from continuing operations before provision for income taxes   

(
        

         16,205,252
)   

(
        

         9,051,334
)

       

Provision for income taxes   

        
         —

   

        
         —

 
Loss from continuing operations

  

(
        

         16,205,252
)   

(
        

         9,051,334
)

       

Income from discontinued operations attributable to common shareholders

  

        
         760,165

   

        
         —

 
Net loss   (

        
         15,445,087

)   (
        

         9,051,334

)

       

Dividends on Series A, Series C-1, and C-2 preferred stock   

(
        

         676,023
)   

(
        

         556,501
)

Net loss attributable to common stockholders  $

(
        

         16,121,110
)  $

(
        

         9,607,835
)

       
Net (loss) income per common share - basic and diluted:       

Net loss from continuing operations  $

(
        
         

          1.53
         

)  $

(
        
         

          5.47
         

)

Discontinued operations, net of tax   

        
         

          0.07
         

   

        
         

          —
         

 



Net loss per common share  $

(
        
         

          1.46
         

)  $

(
        
         

          5.47
         

)
       

Weighted average of common shares outstanding - basic and diluted   

        
         

          11,021,167
         

   

        
         

          1,756,817
         

 
       
 

The accompanying notes are an integral part of these consolidated financial statements.
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CARMELL CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)

For Years Ended December 31, 2023 and 2022
 
 

 Series A Preferred Stock   Common Stock   Treasury Stock   
Additional

Paid-in   Accumulated     
 Shares   Amount   Shares   Amount   Shares   Amount   Capital   Deficit   Total  

Balance at January 1, 2022  —   $ —    

        

         2,274,373

  $

        

2,275

   —   $ —   $

        

         3,195,135

  $

(

        

         32,774,456

)  $

(

        

         29,577,046

)
Accrued Series A preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         307,927

)   

(

        

         307,927

)
Accrued Series C-1 preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         9,470

)   

(

        

         9,470

)
Accrued Series C-2 preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         239,104

)   

(

        

         239,104

)
Issuance of common stock for service

 —    —    

        

         12,534

   

        

12

   —    —    

        

         26,465

   —    

        

         26,477

 
Exercise of common stock purchase warrants

 —    —    

        

         20,940

   

        

21

   —    —    

        

         37,405

   —    

        

         37,426

 
Warrants issued in connection with notes

 —    —    —    —    —    —    

        

         409,483

   —    

        

         409,483

 
Warrants issued in connection with Series C-1 Preferred Stock

 —    —    —    —    —    —    

        

         312,088

   —    

        

         312,088

 
Repurchase of common stock

 —    —    —    —    

(

        

         1,411,825

)   

(

        

2,294

)   —    —    

(

        

         2,294

)
Cancellation of common stock

 —    —    

(

        

         1,411,825

)   

(

        

1,412

)   

        

         1,411,825

   

        

2,294

   

(

        

         882

)   —    —  
Exercise of common stock option

 —    —    

        

         558

   

        

         1

   —    —    

        

         1,270

   —    

        

         1,271

 
Stock-based compensation expense

 —    —    —    -    —    —    

        

         609,891

   —    

        

         609,891

 
Net loss

 —    —    —    -    —    —    —    

(

        

         9,051,334

)   

(

        

         9,051,334

)

Balance at December 31, 2022  —    —    

        
         896,580

   

        

897

   —    —    

        
         4,590,855

   

(
        

         42,382,291

)   

(
        

         37,790,539

)

                           
Accrued Series A preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         164,510

)   

(

        

         164,510

)
Accrued Series C-1 preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         40,551

)   

(

        

         40,551

)
Accrued Series C-2 preferred stock dividend

 —    —    —    —    —    —    —    

(

        

         470,962

)   

(

        

         470,962

)
Exercise of common stock options

 —    —    

        

         21,158

   

        

21

   —    —    

        

         41,052

   —    

        

         41,073

 
Warrants issued in connection with notes

 —    —    —    —    —    —    

        

         55,062

   —    

        

         55,062

 
Change in par value of Common Stock

 —    —       

(

        

827

)   —    —    

        

         827

   —    —  
Business Combination with Alpha, net of transaction costs

 —    —    

        

         18,302,510

   

        

1,830

   —    —    

        

         55,992,222

   —    

        

         55,994,052

 
Common stock issued to convertible noteholder at Merger

 —    —    

        

         25,000

   

        

         3

   —    —    

        

         249,997

   —    

        

         250,000

 

Common and Series A preferred stock issued at AxoBio Acquisition  

        

4,243

   

        

         1

   

        

         3,845,337

   

        

385

   —    —    

        

         21,652,404

   —    

        

         21,652,790

 



Stock-based compensation expense

 —    —    —    —    —    —    

        

         667,682

   —    

        

         667,682

 
Net loss

 —    —    —    —    —    —    —    

(

        

         15,445,087

)   

(

        

         15,445,087

)

Balance at December 31, 2023  

        

4,243

  $

        
         1

   

        
         23,090,585

  $

        

2,309

   —   $ —   $

        
         83,250,101

  $

(
        

         58,503,401

)  $

        
         24,749,010

 

 
 

The accompanying notes are an integral part of these consolidated financial statements.
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CARMELL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS 

For Years Ended December 31, 2023 and 2022
      
 2023   2022  

Cash flows from operating activities:      
Net loss from continuing operations attributable to common stockholders

$

(
        

         16,205,252
)  $

(
        

         9,051,334
)

Discontinued operations, net of tax

 

        
         760,165

   

        
         —

 
Adjustments to reconcile net loss to net cash used in operating activities:      

Stock-based compensation

 

        
         667,682

   

        
         636,368

 
Depreciation and amortization of intangible assets

 

        
         97,113

   

        
         94,298

 
Amortization of right of use assets

 

        
         27,675

   

        
         148,258

 
Amortization of debt discount

 

        
         35,513

   

        
         2,044,241

 
Change in fair value of forward purchase agreement

 

        
         10,268,130

   

        
         —

 
Change in fair value of derivative liabilities

 

(
        

         826,980
)   

(
        

         1,259,287
)

Non-cash interest expense

 

        
         250,000

   

        
         —

 
Loss on extinguishment of debt

 

        
         —

   

        
         1,064,692

 
Interest recognized upon default

 

        
         —

   

        
         555,556

 
Changes in operating assets and liabilities:      

Prepaid expenses

 

(
        

         659,927
)   

(
        

         55,069
)

Assets available for sale

 

        
         18,938,353

   

        
         —

 
Income taxes receivable

 

(
        

         204,559
)   —  

Other current assets

 

        
         28,175

   

(
        

         28,175
)

Accounts payable

 

(
        

         449,873
)   

        
         1,059,946

 
Accrued expenses and other liabilities

 

        
         570,221

   

        
         429,790

 
Lease liability

 

(
        

         257,720
)   

(
        

         124,840
)

Accrued interest - related and third-party

 

(
        

         109,379
)   

        
         1,056,849

 
Liabilities available for sales

 

(
        

         20,732,104
)   —  

Income tax payable

 

(
        

         545,441
)   

        
         —

 
Net cash used in operating activities

 

(
        

         8,348,208 )   

(
        

         3,428,707 )

      
Cash flows from investing activities:      

Purchases of property and equipment

 

(
        

         30,470
)   

(
        

         7,164
)

Net cash used in investing activities

 

(
        

         30,470
)   

(
        

         7,164
)

      
Cash flows from financing activities:      



Gross proceeds from Business Combination

 

        
         30,951,174

   

        
         —

 
Transaction costs paid in connection with the Business Combination

 

(
        

         951,898
)   

        
         —

 
Cash transferred in connection with Forward Purchase Agreement

 

(
        

         17,535,632
)   

        
         —

 
Proceeds from common stock option exercises

 

        
         41,073

   

        
         1,271

 
Proceeds from issuance of loans and related warrants

 

        
         1,859,980

   

        
         —

 
Payment of loans

 

(
        

         551,833
)   

        
         —

 
Payment of convertible notes

 

(
        

         2,649,874
)   

        
         —

 
Proceeds from convertible notes

 

        
         —

   

        
         2,745,974

 
Issuance of Series C-1 preferred stock

 

        
         —

   

        
         1,064,317

 
Repurchase of common stock

 

        
         —

   

(
        

         2,294
)

Payment of debt financing fee

 

        
         —

   

(
        

         382,222
)

Payment of offering costs

 

        
         —

   

(
        

         20,332
)

Proceeds from warrant exercise

 

        
         —

   

        
         144,944

 
Net cash provided by financing activities

 

        
         11,162,990

   

        
         3,551,658

 
      

Net increase in cash  

        
         2,784,312

   

        
         115,787

 
Cash - beginning of the period

 

        
         128,149

   

        
         12,362

 
Cash - end of the period

$

        
         2,912,461

  $

        
         128,149

 

The accompanying notes are an integral part of these consolidated financial statements.
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CARMELL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

For Years Ended December 31, 2023 and 2022
 

 2023   2022  
Supplemental cash flow information:      
Interest paid

$

        
         283,526

  $

        
         92,593

 
Income tax paid

 

        
         750,000

   

        
         —

 
      
Non-cash financing activity:      
Net assets acquired in AxoBio Acquisition

 

        
         43,135,082

   

        
         —

 
Earnout liability and deferred consideration payable in connection with AxoBio Acquisition

 

        
         21,482,292

   

        
         —

 
Issuance of Series A preferred stock and common stock in connection with AxoBio Acquisition

 

        
         21,652,790

   

        
         —

 
Accrued Series A preferred stock dividends

 

        
         164,510

   

        
         307,926

 
Accrued Series C-1 preferred stock dividends

 

        
         40,551

   

        
         9,470

 
Accrued Series C-2 preferred stock dividends

 

        
         470,962

   

        
         239,104

 
Debt discount recorded in connection with loans payable

 

        
         55,062

   

        
         —

 
Conversion of common stock and preferred stock in connection with the Business Combination

 

        
         32,092,096

   

        
         —

 
Conversion of convertible notes and accrued notes to Series C-2 preferred stock

 

        
         —

   

        
         15,665,171

 
Warrants issued in connection with convertible notes

 

        
         —

   

        
         409,483

 
Warrants issued in connection with Series C-1 preferred stock

 

        
         —

   

        
         312,088

 
Initial recognition of derivative liabilities

 

        
         —

   

        
         1,321,860

 
      

The accompanying notes are an integral part of these consolidated financial statements.
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CARMELL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 

NOTE 1 — NATURE OF THE ORGANIZATION AND BUSINESS 
 
Unless the context requires otherwise, references to “Carmell,” or the “Company”) prior to the closing of the Business Combination (as defined below), are intended to refer to Carmell Therapeutics Corporation, a 
Delaware corporation, (“Legacy Carmell”), and, after the closing of the Business Combination, are intended to refer to Carmell Corporation, a Delaware corporation, and its consolidated subsidiaries. 
 
Carmell Corporation is a bio-aesthetics company developing cosmetic skincare and haircare products that utilize the human platelet secretome to topically deliver proteins and growth factors to support skin and hair 
health. The Company's product pipeline also includes innovative bone and wound healing products that are under development. Carmell's operations are based in Pittsburgh, Pennsylvania. The Company operates 
as a single segment, and all of its operations are located in the United States. Carmell's common stock, par value $
      
       0.0001
       per share (the “Common Stock”) and Redeemable Warrants, each whole warrant exercisable for one share of Common Stock at an exercise price of $
      
       11.50
       (the “Public Warrants”) trade on the Nasdaq Capital Market under the ticker symbols “CTCX” and “CTCXW”, respectively. 

Business Combination

On July 14, 2023 (the “Closing Date”), the Company consummated a business combination (the “Business Combination”) pursuant to the terms of the Business Combination Agreement, dated as of January 4, 2023 
(the “Business Combination Agreement”), by and among Alpha Healthcare Acquisition Corp. III, a Delaware corporation and the predecessor of Carmell (“Alpha”), Candy Merger Sub, Inc., a Delaware corporation 
(“Merger Sub”) and Legacy Carmell, pursuant to which Merger Sub merged with and into Legacy Carmell, with Legacy Carmell as the surviving company of the Business Combination. After giving effect to the 
Business Combination, Legacy Carmell became a wholly-owned subsidiary of the Company. Pursuant to the Business Combination Agreement, on the Closing Date, Alpha changed its name to “Carmell 
Therapeutics Corporation” and Legacy Carmell changed its name to “Carmell Regen Med Corporation.” On August 1, 2023, the Company filed an amendment to its Third Amended and Restated Certificate of 
Incorporation with the Delaware Secretary of State to change its name to “Carmell Corporation.”
 
Pursuant to the Business Combination Agreement, at the effective time of the Business Combination (the “Effective Time”), (i) each outstanding share of common stock of Legacy Carmell (the “Legacy Carmell 
common stock”) was converted into the right to receive a number of shares of Common Stock equal to the applicable Exchange Ratio (as defined below); (ii) each outstanding share of preferred stock of Legacy 
Carmell was converted into the right to receive the aggregate number of shares of Common Stock that would be issued upon conversion of the underlying Legacy Carmell common stock, multiplied by the 
applicable Exchange Ratio; (iii) each outstanding option and warrant to purchase Legacy Carmell common stock was converted into an option or warrant, as applicable, to purchase a number of shares of Common 
Stock equal to the number of shares of Legacy Carmell common stock subject to such option or warrant multiplied by the applicable Exchange Ratio; and (iv) each outstanding share of Alpha Class A common 
stock, par value $
      
       0.0001
       per share (“Class A Common Stock”) and each share of Alpha Class B common stock, par value $
      
       0.0001
       per share (“Class B Common Stock”) was converted into one share of Common Stock. As of the Closing Date, the Exchange Ratio with respect to Legacy Carmell common stock was 
      
       0.06154
       and the Exchange Ratio with respect to each other outstanding derivative equity security of Legacy Carmell was between 
      
       0.06684
       and 
      
       0.10070
      . 
 
On July 11, 2023, the record date for the special meeting of Alpha's stockholders to approve the Business Combination (the “Special Meeting”), there were (i) 
      
       
        15,444,103
       
       shares of Class A Common Stock issued and outstanding and (ii) 
      
       
        3,861,026
       
       shares of Class B Common Stock issued and outstanding and held by AHAC Sponsor III LLC, Alpha's sponsor (the “Sponsor”). In addition, on the closing date of Alpha’s initial public offering (the “IPO”), Alpha 
had issued 
      
       455,000
       warrants to purchase Class A Common Stock to the Sponsor in a private placement. Prior to the Special Meeting, holders of 
      
       12,586,223
       shares of Alpha Class A Common Stock included in the units issued in Alpha’s IPO (excluding 
      
       1,705,959
       shares of the Class A Common Stock purchased by Meteora (as defined below) directly from the redeeming stockholders under the Forward Purchase Agreement (as defined below)) exercised their right to 
redeem such shares for cash at a price of approximately $
      
       10.28
       per share (net of the withholding for federal and franchise tax liabilities), for an aggregate redemption price of approximately $
      
       29,374,372
      . The per share redemption price was paid out of Alpha’s trust account, which, after taking into account the redemptions, but before any transaction expense, had a balance of $
      
       29,376,282
       at the Closing Date . 
 
The Business Combination was accounted for as a reverse recapitalization in accordance with accounting principles generally accepted in the Unites States (“GAAP”), and under this method of accounting, Alpha 
was treated as the acquired company for financial reporting purposes and Legacy Carmell was treated as the accounting acquirer. Operations prior to the Business Combination are those of Legacy 
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Carmell. Unless otherwise noted, the Company has retroactively adjusted all common and preferred share and related share price information to give effect to the Exchange Ratio established in the Business 
Combination Agreement.
 
Forward Purchase Agreement 

On July 9, 2023, Alpha and each of Meteora Special Opportunity Fund I, LP (“MSOF”), Meteora Capital Partners, LP (“MCP”) and Meteora Select Trading Opportunities Master, LP (“MSTO”) (with MCP, MSOF, and 
MSTO collectively as the “Sellers” or “Meteora”) entered into a forward purchase agreement (the “Forward Purchase Agreement”) providing for an over-the-counter equity forward transaction relating to, prior to the 
Effective Time, the Class A Common Stock and, after the Effective Time, the Common Stock. Pursuant to the terms of the Forward Purchase Agreement, at the closing of the Business Combination, the Sellers 
purchased directly from the stockholders of Alpha 
      
       1,705,959
       shares of Class A Common Stock (the “Recycled Shares”) at a price of $
      
       10.28
       per share (the “Initial Price”), which is the price equal to the redemption price at which holders of Class A Common Stock were permitted to redeem their shares in connection with the Business Combination 
pursuant to Section 9.2(a) of Alpha’s Second Amended and Restated Certificate of Incorporation, as amended (the “Second Amended Charter”). 
 
In accordance with the terms of the Forward Purchase Agreement, at the Closing Date, the Company paid to the Sellers an aggregate cash amount of $
      
       17,535,632
      , which was equal to the product of (a) the Recycled Shares and (b) the Initial Price. The settlement date will be the earliest to occur of (a) the first anniversary of the Closing Date and (b) after the occurrence of 
(i) a Delisting Event (as defined in the Forward Purchase Agreement) or (ii) a Registration Failure (as defined in the Forward Purchase Agreement), upon the date specified by Meteora in a written notice delivered 
to the Company at Meteora’s discretion (which settlement date shall not be earlier than the date of such notice). Any Recycled Shares not sold in accordance with the early termination provisions described below 
will incur a $
      
       0.50
       per share termination fee payable by the Company to Meteora at settlement. 
 
From time to time and on any date following the Business Combination (any such date, an “OET Date”) and subject to the terms and conditions below, Meteora may, in its absolute discretion, and so long as the 
daily volume-weighted average price (“VWAP Price”) of the Recycled Shares is equal to or exceeds the Reset Price (as defined in the Forward Purchase Agreement), terminate the transaction in whole or in part by 
providing written notice (an “OET Notice”) in accordance with the terms of the Forward Purchase Agreement. The effect of an OET Notice given shall be to reduce the number of shares by the number of Terminated 
Shares (as defined in the Forward Purchase Agreement) specified in such OET Notice with effect as of the related OET Date. As of each OET Date, the Company shall be entitled to an amount from Meteora, and 
Meteora shall pay to the Company an amount equal to the product of (a) the number of Terminated Shares multiplied by (b) the Initial Price in respect of such OET Date. 
 
The Reset Price is initially $
      
       11.50
       and subject to a $
      
       11.50
       floor (the “Reset Price Floor”). The Reset Price will be adjusted on the first scheduled trading day of every week commencing with the first week following the seventh day after the closing of the Business 
Combination to be the lowest of (a) the then-current Reset Price, and (b) the prior week VWAP Price of the shares of Common Stock; provided that the Reset Price shall be no lower than the Reset Price Floor. On 
July 9, 2023, in connection with the Forward Purchase Agreement, the Sellers entered into a Non-Redemption Agreement with the Company pursuant to which the Sellers agreed not to exercise redemption rights 
under the Second Amended Charter with respect to an aggregate of 
      
       100,000
       shares of Common Stock. 
 
Axolotl Biologix Acquisition

On August 9, 2023 (“Merger Closing Date”), the Company completed the acquisition of Axolotl Biologix, Inc. (“AxoBio”) pursuant to an Agreement and Plan of Merger, dated  July 26, 2023 (as amended, the “Merger 
Agreement”), by and among the Company, AxoBio, Aztec Merger Sub, Inc., a wholly owned subsidiary of the Company (“Merger Sub I”), and Axolotl Biologix LLC, a wholly owned subsidiary of the Company 
(“Merger Sub II”). Upon the closing of the transactions contemplated by the Merger Agreement (the “Merger Closing”), (a) Merger Sub I merged with and into AxoBio, after which the separate corporate existence of 
Merger Sub I ceased and AxoBio continued as a the surviving corporation, and (b) AxoBio merged with and into Merger Sub II, after which AxoBio ceased to exist and Merger Sub II survived as a wholly owned 
subsidiary of the Company (collectively, the “AxoBio Acquisition”). At the effective time of the AxoBio Acquisition (the “Merger Effective Time”), each share of AxoBio’s common stock, par value $
      
       0.001
       per share (“AxoBio Common Stock”), (other than Dissenting Shares (as defined in the Merger Agreement) and shares held as treasury stock) issued and outstanding as of immediately prior to the Merger 
Effective Time was canceled and converted into the right to receive a pro rata share of:

• $
       
        8,000,000
        in cash (the “Closing Cash Consideration”), payable upon delivery of AxoBio’s audited financial statements;

• 
       
        3,845,337
        shares of Common Stock and 
       
        4,243
        shares of a newly designated series of Series A Convertible Voting Preferred Stock (the “Series A Preferred Stock”) issued upon the Merger Closing Date (the “Closing Share Consideration”); and

• up to $
       
        9,000,000
        in cash and up to $
       
        66,000,000
        in shares of ’Common Stock that, in each case, were subject to the achievement of certain revenue targets and research and development milestones (the “Earnout”).
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Axolotl Biologix Disposition

On March 20, 2024, the Company entered into a Membership Interest Purchase Agreement (the “Purchase Agreement”) with the former stockholders of AxoBio, including Burns Ventures, LLC, a Texas limited 
liability company (“BVLLC”), H. Rodney Burns, an individual resident of Texas (“Burns”), AXO XP, LLC, an Arizona limited liability company (“AXPLLC”), and Protein Genomics, LLC, a Delaware corporation 
(“PGEN” and together with BVLLC, Burns, and AXPLLC, collectively, the “Buyers” and each, a “Buyer”), providing for, upon the terms and subject to the conditions set forth therein, the sale by the Company of all 
outstanding limited liability company interests of AxoBio (the “AxoBio Disposition”) to the Buyers for an aggregate consideration of as described below. The AxoBio Disposition closed on  March 26, 2024 . See Note 
1 and Note 16 to the accompanying consolidated financial statements.
 
The consideration for the AxoBio Disposition consisted of (i) the Closing Share Consideration, initially issued as consideration to the Buyers under the Merger Agreement, (ii) cancellation of the notes payable by the 
Company to the Buyers in an aggregate principal amount of $
      
       8,000,000
       as the Closing Cash Consideration and (iii) termination of the Company’s obligations with respect to the Earnout.
 
Risks and Uncertainties 

Disruption of global financial markets and a recession or market correction, including the ongoing military conflicts between Russia and Ukraine and the related sanctions imposed against Russia as well as the 
conflict between Israel and Hamas, the ongoing effects of the COVID-19 pandemic, and other global macroeconomic factors such as inflation and rising interest rates, could reduce the Company’s ability to access 
capital, which could in the future negatively affect the Company’s liquidity and could materially affect the Company’s business and the value of its common stock.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The consolidated financial statements have been prepared in accordance with GAAP and the applicable rules and regulations of the U.S. Securities and Exchange Commission (the “SEC”). The Company’s 
consolidated financial statements reflect the operations of the Company and its wholly owned subsidiaries, and all intercompany accounts and transactions have been eliminated in consolidation.

Emerging Growth Company Status

The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities Act”), as modified by the Jumpstart our Business Startups Act of 2012 (the 
“JOBS Act”), and it may take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth companies including, but not limited to, 
not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002, reduced disclosure obligations regarding executive compensation in its periodic reports and 
proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of any golden parachute payments not previously approved. 
 
Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting standards until private companies (that is, those that have 
not had a Securities Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are required to comply with the new or revised financial accounting 
standards. The JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth companies but any such election to opt 
out is irrevocable. The Company has elected not to opt out of such extended transition period which means that when a standard is issued or revised and it has different application dates for public or private 
companies, the Company, as an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or revised standard. This may make comparison of the Company’s 
financial statements with another public company which is neither an emerging growth company nor an emerging growth company which has opted out of using the extended transition period difficult or impossible 
because of the potential differences in accounting standards used.

Use of Estimates 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. 
Significant estimates in these financial statements include those related to the forward purchase asset, earnout liabilities, derivative liabilities, long-term assets and goodwill impairment, the provision or benefit for 
income taxes and the corresponding valuation allowance on deferred tax assets, and contingent liabilities. If the underlying estimates and assumptions upon which the financial statements are based change in the 
future, actual amounts may differ from those included in the accompanying financial statements.
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Business Combinations 

The Company allocates the fair value of the purchase consideration of its acquisitions to the tangible assets, liabilities, and intangible assets acquired based on their estimated fair values. The excess of the fair 
value of purchase consideration over the fair values of these identifiable assets and liabilities is recorded as goodwill. Acquisition-related expenses are expensed as incurred and included in general and 
administrative expenses. 

The allocation of the purchase price requires management to make significant estimates in determining the fair values of assets acquired and liabilities assumed, especially with respect to intangible assets. These 
estimates are based on information obtained from management of the acquired companies and historical experience. These estimates can include, but are not limited to, the cash flows that an asset is expected to 
generate in the future, and the cost savings expected to be derived from acquiring an asset. These estimates are inherently uncertain and unpredictable, and if different estimates were used, the purchase price for 
the acquisition could be allocated to the acquired assets and liabilities differently from the allocation that the Company has made.
 
Discontinued Operations

On March 20, 2024, the Company entered into the Purchase Agreement to sell AxoBio to its former owners (see Note 1 to the accompanying consolidated financial statements). In accordance with Financial 
Accounting Standards Board Accounting Standards Codification (“ASC”) 205, Presentation of Financial Statements, Discontinued Operations, Other Presentation Matters, the assets and liabilities of AxoBio are 
classified as available for sale on the accompanying consolidated balance sheets, and the results of its operations are reported as discontinued operations in the accompanying consolidated statements of 
operations.

Segment Reporting

ASC Topic No. 280, Segment Reporting (“ASC 280”), establishes standards for the way that public business enterprises report information about operating segments in their annual consolidated financial 
statements and requires that those enterprises report selected information about operating segments in interim financial reports. ASC 280 also establishes standards for related disclosures about products and 
services, geographic areas and major customers. The Company’s business segments are based on the organization structure used by the chief operating decision maker for making operating and investment 
decisions and for assessing performance. Our chief executive officer, who is our chief operating decision maker, views the Company’s operations and manages its business in 
        
         one
         operating segment, which is principally the business of development and commercialization of aesthetic and regenerative care products. 

Cash and Cash Equivalents 

The Company considers all short-term investments with an original maturity of three months or less when purchased to be cash equivalents. Cash and cash equivalents are held by financial institutions and are 
federally insured up to certain limits. At times, the Company’s cash and cash equivalents balance exceeds the federally insured limits, which potentially subject the Company to concentrations of credit risk. For the 
years ended December 31, 2023 and 2022, the Company has experienced no losses related to its cash and cash equivalents that exceed federally insured deposit limits. As of December 31, 2023, the Company 
had cash in excess of federally insured limits from continuing operations of $
        
         2,518,378
         and from discontinued operations of $
        
         554,277
        . As of December 31, 2023 and 2022, the Company had cash equivalents of $
        
         30,000
         and $
        
         0
        , respectively. The cash equivalents as of December 31, 2023, are a component of discontinued operations.

Accounts Receivables, net

Accounts receivable are recorded at the original invoice amount. Receivables are considered past due based on the contractual payment terms. The Company reserves a percentage of its trade receivable balance 
based on collection history and current economic trends that it expects will impact the level of credit losses over the life of the Company’s receivables. These reserves are re-evaluated on a regular basis and 
adjusted, as needed. Once a receivable is deemed to be uncollectible, such balance is charged against the reserve. The Company had no reserve related to the potential likelihood of not collecting its receivables 
as of December 31, 2023. As of December 31, 2023, all of the Company’s trade receivables were related to AxoBio and classified as a component of assets available for sale in the accompanying consolidated 
balance sheets.

Inventories

The Company’s inventory consists of finished goods and are stated at the lower of cost or net realizable value. Cost is calculated by applying the first-in-first-out method. The Company regularly reviews inventory 
quantities on hand and writes down to its net realizable value any inventory that it believes to be impaired. Management considers forecast demand in relation to the inventory on hand, competitiveness of product 
offerings, market conditions and product life cycles when determining excess and obsolescence and net realizable value adjustments.

At the Merger Closing Date, AxoBio’s inventory was adjusted to fair value less selling costs, as specified by ASC 805, Business 
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Combinations. In conjunction with the Company’s year-end evaluation for impairment, it was determined that AxoBio’s inventory was impaired based (i) no sales of products since October 2023 and (ii) no future 
sales of these products are expected. Accordingly, the AxoBio inventory was written down to historical cost, which approximates its realizable value. This loss of $
        
         4,754,357
         is included as a component of discontinued operations in the accompanying consolidated statements of operations. The Company had 
        
         no
         reserve for obsolescence as of December 31, 2023. All of the Company’s inventory was related to AxoBio at December 31, 2023 and is classified as a component of assets available for sale in the 
accompanying consolidated balance sheets.

Offering Costs Associated with a Public Offering 

The Company complies with the requirements of ASC 340-10-S99-1 and SEC Staff Accounting Bulletin Topic 5A - “Expenses of Offering.” ASC 340-10-S99-1 states that specific incremental costs directly 
attributable to a proposed or actual offering of equity securities incurred prior to the effective date of the offering may be deferred and charged against the gross proceeds of the offering when the offering occurs. 
The costs of an aborted offering may not be deferred and charged against the proceeds of a subsequent offering. In October 2022, the Company aborted an initial public offering and began pursuing an acquisition 
by Alpha. In October 2022, the Company wrote off capitalized costs of $
        
         1,278,062
         relating to the aborted initial public offering. As of December 31, 2022, the Company had capitalized deferred offering costs relating to the Business Combination of $
        
         394,147
        . Contemporaneously with the closing of the Business Combination, the Company recorded $
        
         1,581,070
         of transaction costs as a reduction of proceeds in additional paid-in capital.

Property and Equipment 

Property and equipment are stated at cost less accumulated depreciation. Maintenance and repair charges are expensed as incurred. Fixed assets are depreciated using the straight-line method using the following 
estimated useful lives: 

• Equipment –  5 - 7 years 
• Leasehold improvements – The lesser of  10 years or the remaining life of the lease 
• Furniture and fixtures –  7 years 

 
Goodwill and Intangible Assets 

Goodwill is not amortized but tested for impairment on an annual basis in the fourth quarter, and more frequently if events or changes in circumstances indicate that the asset may be impaired. The Company’s 
impairment tests are based on a single reporting unit structure. The carrying value and ultimate realization of these assets is dependent upon estimates of future earnings and benefits that the Company expects to 
generate from their use. If the expectations of future results and cash flows are significantly diminished, intangible assets and goodwill may be impaired and the resulting charge to operations may be material. First, 
the Company assesses qualitative factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether it is necessary to 
perform the two-step goodwill impairment test. If, after assessing qualitative factors, the Company determines it is not more likely than not that the fair value of a reporting unit is less than its carrying amount, then 
performing the two-step impairment test is unnecessary. If deemed necessary, a two-step test is used to identify the potential impairment and to measure the amount of goodwill impairment, if any. The first step is 
to compare the fair value of the reporting unit with its carrying amount, including goodwill. An impairment charge is recognized for the amount by which the carrying amount exceeds the reporting unit’s fair value. 
However, the impairment loss recognized should not exceed the total amount of goodwill allocated to that single reporting unit. 
 
As of December 31, 2023, the goodwill associated with the AxoBio Acquisition, as shown below, is classified as a component of assets available for sale in the accompanying consolidated balance sheets. 
 

Balance as of January 1, 2023 $ —  

AxoBio Acquisition  

              
               19,188,278

 

Balance as of December 31, 2023 $

              
               19,188,278

 
 
Finite-lived intangible assets are carried at cost and amortized based on an economic benefit period, which is seven to  twenty years . The Company evaluates finite lived intangible assets for impairment by 
assessing the recoverability of these assets whenever adverse events or changes in circumstances or business climate indicate that expected undiscounted future cash flows related to such intangible assets may 
not be sufficient to support the net book value of such assets. An impairment charge is recognized in the period of identification to the extent the carrying amount of an asset exceeds the fair value of such asset. 
Costs billed to the Company as reimbursement for third parties’ patent submissions are considered as license fees and expensed as incurred. Intangible assets related to AxoBio are classified as a component of 
assets available for sale in the accompanying consolidated balance sheets. 
 
Finite-lived intangible assets are amortized using the straight-line method using the following useful lives: 

• Customer contracts –  20 years
• Trade name –  7 years
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• Intellectual property –  7 years
• Patents –  16 years

Significant judgments required in assessing the impairment of goodwill and intangible assets include the assumption the Company only has a single reporting unit, identifying whether events or changes in 
circumstances require an impairment assessment, estimating future cash flows, determining appropriate discount and growth rates and other assumptions. Changes in these estimates and assumptions could 
materially affect the determination of fair value as to whether an impairment exists and, if so, the amount of that impairment. The Company has 
        
         
          no
         
        t recognized any goodwill or intangible asset impairment charges in the years ended December 31, 2023 and 2022.

Series A Voting Convertible Preferred Stock

In connection with the AxoBio Acquisition, the Company issued 
        
         4,243
         shares of Series A Preferred Stock to former AxoBio stockholders. Based on the limited exception under ASC 480-10-S99-3A(3)(f) for equity instruments that are subject to a deemed liquidation provision if all 
of the holders of equally and more subordinated equity instruments of the entity would always be entitled to also receive the same form of consideration (for example, cash or shares) upon the occurrence of the 
event that gives rise to the redemption (that is, all subordinate classes would also be entitled to redeem), the Company determined that the Series A Preferred Stock should be classified as permanent equity.

Earnout Liability

In connection with the AxoBio Acquisition, the former stockholders of AxoBio are entitled to receive the Earnout, consisting of performance-based earnouts of up to $
        
         9,000,000
         in cash and up to $
        
         66,000,000
         in shares of Common Stock, based on the achievement of certain revenue targets and research and development milestones. In accordance with ASC 805, Business Combinations (“ASC 805”), the Earnout 
included in the purchase price of AxoBio at the Merger Closing Date and subsequently remeasured at each reporting date with changes in fair value recorded as a component of other (expense) income in the 
consolidated statements of operations. As of December 31, 2023, the Company determined that the performance-based targets would not be met and that the Earnout would not be payable. The Company 
recognized other income of $
        
         13,482,292
         in 2023 related to the change in the fair value of the earnout liability, which is included as a component of discontinued operations in the accompanying consolidated statements of operations.

Revenue Recognition 

The Company accounts for revenue in accordance with ASC 606, Revenue from Contracts with Customers (“ASC 606”), on January 1, 2021, using the modified retrospective adoption method. Under ASC 606, 
revenues are recognized when control of the promised goods or services is transferred to the customer in an amount that reflects the consideration the Company expects to be entitled to in exchange for transferring 
those goods or services. Revenue is recognized based on the following five-step model:

• Identification of the contract with a customer 

• Identification of the performance obligations in the contract

• Determination of the transaction price

• Allocation of the transaction price to the performance obligations in the contract

• Recognition of revenue when, or as, the Company satisfies a performance obligation 

AxoBio sells its products principally to a specialty distributor (the “Customer”) within the United States. This Customer subsequently resold AxoBio's products to healthcare providers throughout the United States. 
Revenues from product sales are recognized when the Customer obtains control of the product, which occurs at a point in time, typically upon delivery to the Customer’s respective warehouse or designated 
location at a standard transaction price for the specific product sold. Such revenue is included as a component of discontinued operations in the accompanying statements of operations.
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AxoBio has entered into service arrangements with this Customer to provide distinct services due to AxoBio having a limited workforce. Such services include distribution, credit risk, and marketing and sales 
services. The Company has assessed the consideration payable to this Customer as it relates to these service arrangements in accordance with ASC 606 and has concluded that the services being provided by this 
Customer are distinct, with the exception of the credit risk service fee, which was concluded to be a price concession. For those services that are deemed to be distinct, the Company has separately determined that 
the transaction price for the distribution and marketing services being provided by this Customer are at fair value. As such, in accordance with ASC 606, the distribution and marketing services are accounted for 
consistent with other services being provided by the Company’s vendors and have not been recorded as an offset to the Company’s revenues. The credit risk service fee is accounted for as consideration payable 
and as a reduction of the transaction price. The total amount of services accounted for as consideration payable and a reduction of transaction price totaled approximately $
        
         440,784
         from the date of the AxoBio Acquisition through December 31, 2023. 

The Company has elected to apply the significant financing practical expedient, as allowed under ASC 606. As a result, the Company does not adjust the promised amount of consideration in a customer contract 
for the effects of a significant financing component when the period of time between when we transfer a promised good or service to a customer and when the customer pays for the good or service will be one year 
or less. The Company has standard payment terms that generally require payment within approximately  60 - 120 days . The Company had no material contract assets, contract liabilities, or deferred contract costs 
recorded as of December 31, 2023 and 2022. The Company expenses costs to obtain a contract as incurred when the amortization period is less than one year. All of the Company’s revenue in 2023 was 
attributable to AxoBio and is reported as a component of discontinued operations in the accompanying consolidated statements of operations.

Cost of Revenue

Cost of revenue is comprised of purchase costs of our products, third-party logistics and distribution costs, including packaging, freight, transportation, shipping and handling costs, and inventory adjustments due to 
expiring products, if any. All of the Company’s cost of revenues revenue was attributable to AxoBio, and, accordingly, reported as a component of discontinued operations in the accompanying consolidated 
statements of operations.

Selling and Marketing Expenses 

Selling and marketing expenses relate to AxoBio and consist primarily of advertising expenses, commissions and freight expenses, and the distribution and marketing expenses described previously in the revenue 
recognition policies. Sales and marketing expenses were $
        
         6,829,520
         from the date the AxoBio was acquired through December 31, 2023. These expenses are reported as a component of discontinued operations in the accompanying consolidated statements of operations.

Research and Development Expenses 

Research and development expenses are expensed as incurred and consist principally of internal and external costs, which include the cost of patent licenses, contract research services, laboratory supplies and 
development and manufacture of preclinical compounds and consumables for clinical trials and preclinical testing.

Restructuring Charges

The Company has refocused its research and development efforts on aesthetic products that have near-term commercial potential and have reprioritized further development and ceased clinical studies of product 
candidates that will take more than a year to commercialize. Restructuring charges related to this strategic realignment of the Company’s operations consists of severance from the termination of employees in non-
core areas or overlapping business functions. As of December 31, 2023, $
        
         452,579
         of such severance remains unpaid (see Note 7).

Income Taxes 

Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years those temporary differences are expected to be recovered or settled. 
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that included the enactment date. Valuation allowances are established, when necessary, to reduce 
deferred tax assets to the amount expected to be realized. 

ASC 740 prescribes a recognition threshold and a measurement attribute for the financial statement recognition and measurement of tax positions taken or expected to be taken in a tax return. For those benefits to 
be recognized, a tax position must be more likely than not to be sustained upon examination by taxing authorities. The Company recognizes accrued interest and penalties related to unrecognized tax benefits as 
income tax expense. There were 
        
         
          no
         
         unrecognized tax benefits and 
        
         
          no
         
         amounts accrued for interest and penalties as of 
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December 31, 2023 and 2022. The Company is currently not aware of any issues under review that could result in significant payments, accruals, or material deviation from its position. The Company is subject to 
income tax examinations by major taxing authorities for tax years ended 2019 to 2022. 

Net Loss Per Share 

Under ASC 260, Earnings per Share, the Company is required to apply the two-class method to compute earnings per share (“EPS”). Under the two-class method both basic and diluted EPS are calculated for each 
class of common stock and participating security considering both dividends declared (or accumulated) and participation rights in undistributed earnings. The two-class method results in an allocation of all 
undistributed earnings as if all those earnings were distributed. Considering the Company has generated losses in each reporting period since its inception through December 31, 2023, the Company also 
considered the guidance related to the allocation of the undistributed losses under the two-class method. The contractual rights and obligations of the shares of Preferred Stock and the Company’s warrants were 
evaluated to determine if they have an obligation to share in the losses of the Company. As there is no obligation for the holders of Preferred Stock or the holders of the Company's warrants to fund the losses of the 
Company nor is the contractual principal or redemption amount of the preferred stock shares or the warrants reduced as a result of losses incurred by the Company, under the two-class method, the undistributed 
losses are allocated entirely to the Common Stock. Earnings per share information has been retrospectively adjusted to reflect the Business Combination ratio applied to Legacy Carmell’s historical number of 
shares outstanding. Shares of Alpha are considered issued for EPS purposes as of the date of the Business Combination. 

The Company computes basic loss per share by dividing the loss attributable to holders of Common Stock for the period by the weighted average number of shares of Common Stock outstanding during the period. 
The Company’s warrants, options, preferred stock, and convertible notes could, potentially, be exercised or converted into Common Stock and then share in the earnings of the Company. However, these 
convertible instruments, warrants, and options were excluded when calculating diluted loss per share because such inclusion would be anti-dilutive for the periods presented. As a result, diluted loss per share is the 
same as basic loss per share for the periods presented. 

Potentially dilutive securities, which are not included in diluted weighted average shares outstanding for the periods ended December 31, 2023 and 2022, consist of the following (in common stock equivalents): 
 

 December 31,  
 2023   2022  

Series A Preferred Stock (if converted)

 

              
               4,243,000

   

              
               —

 
Stock Options

 

              
               1,689,765

   

              
               2,235,313

 
Public Warrants

 

              
               4,638,454

   

              
               3,870,524

 
Series A Preferred Stock (if converted)

 

              
               —

   

              
               2,010,728

 
Series B Preferred Stock (if converted)

 

              
               —

   

              
               2,817,886

 
Series C-1 Preferred Stock (if converted)

 

              
               —

   

              
               89,264

 
Series C-2 Preferred Stock (if converted)

 

              
               —

   

              
               5,857,512

 
Preferred Stock Warrants

 

              
               —

   

              
               164,894

 
Convertible Notes (if converted)

 

              
               —

   

              
               777,062

 
Total

 

              
               10,571,219

   

              
               17,823,183

 

Stock-Based Compensation 

The Company applies the provisions of ASC 718, Compensation-Stock Compensation (“ASC 718”), which requires the measurement and recognition of compensation expense for all stock-based awards made to 
employees, including employee stock options, in the consolidated statements of operations. 

For stock options issued to employees and members of the Company’s Board of Directors (the “Board”) for their services, the Company estimates each option’s grant-date fair value using the Black-Scholes option 
pricing model. The use of the Black-Scholes option pricing model requires management to make assumptions with respect to the expected term of the option, the expected volatility of the Common Stock consistent 
with the expected life of the option, risk-free interest rates, and expected dividend yields of the Common Stock. For awards subject to service-based vesting conditions, including those with a graded vesting 
schedule, the Company recognizes stock-based compensation expense equal to the grant date fair value of stock options on a straight-line basis over the requisite service period, generally the vesting term. 
Forfeitures are recorded as incurred instead of estimated at the time of grant and revised. 
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Under Accounting Standards Update (“ASU”) 2018-07, Compensation - Stock Compensation (Topic 718): Improvements to Non-Employee Share-Based Payment Accounting, the Company accounts for stock 
options issued to non-employees for their services in accordance with ASC 718. The Company uses valuation methods and assumptions to value the stock options that are in line with the process for valuing 
employee stock options noted above. 

Leases 

The Company adopted ASC 842, Leases, as amended, on January 1, 2020 (“ASC 842”). The Company elected the package of practical expedients permitted under the transition guidance within the new standard, 
which among other things, allowed the Company not to separate non-lease components from lease components and instead to account for each separate lease component and the non-lease components 
associated with that lease component as a single lease. 

The Company’s leases consist of leaseholds on office space. The Company determines if an arrangement contains a lease at inception as defined by ASC 842. To meet the definition of a lease under ASC 842, the 
contractual arrangement must convey to the Company the right to control the use of an identifiable asset for a period of time in exchange for consideration. Right of Use (“ROU”) assets represent the right to use an 
underlying asset for the lease term, and lease liabilities represent the obligation to make lease payments arising from the lease. ROU assets and liabilities are recognized at the lease commencement date based on 
the estimated present value of lease payments over the lease term. 

Concentrations

For the year ended December 31, 2023, 
        
         one
         customer accounted for 
        
         100
        % of AxoBio’s revenues. In addition, this customer accounted for 
        
         100
        % of accounts receivable at December 31, 2023. AxoBio’s human amnion allograft product made up 
        
         100
        % of revenue for the year ended December 31, 2023. For the year ended December 31, 2023, 
        
         100
        % of AxoBio’s human amnion allograft product was purchased from Pinnacle Transplant Technologies, LLC. 

Fair Value Measurements and Fair Value of Financial Instruments 

The Company categorizes its assets and liabilities that are valued at fair value on a recurring basis into a three-level fair value hierarchy in accordance with GAAP. Fair value is defined as the exchange price that 
would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the 
measurement date. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets and liabilities (Level 1) and lowest priority to unobservable inputs (Level 3). The carrying 
value of cash and cash equivalents, accounts receivable, accounts payable, accrued expenses, deferred consideration payable and related party loans payable approximate fair value because of the short-term 
maturity of such instruments. 
 
Level 1 - Inputs are unadjusted quoted prices in active markets for identical assets or liabilities available at the measurement date. 

Level 2 - Inputs are unadjusted quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets and liabilities in markets that are not active, inputs other than quoted prices 
that are observable, and inputs derived from or corroborated by observable market data. 

Level 3 - Inputs are unobservable inputs that reflect the reporting entity’s assumptions on the assumptions the market participants would use to price the asset or liability based on the best available information. 

Other financial assets and liabilities as of December 31, 2023 and 2022 are categorized based on a hierarchy of inputs as follows: 
               
  December 31, 2023   December 31, 2022   Fair Value
  Carrying   Estimated   Carrying   Estimated   Input
  Value   Fair Value   Value   Fair Value   Hierarchy

Forward purchase agreement  $

              
               5,700,451

  $

              
               5,700,451

  $

              
               —

  $

              
               —

  Level 3

SBA Loan   

              
               1,505,070

   

              
               1,498,000

   

              
               —

   

              
               —

  Level 2

Derivative liabilities   

              
               —

   

              
               —

   

              
               826,980

   

              
               826,980

  Level 3
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Changes in the fair value of Level 3 financial assets and liabilities for the year ended December 31, 2023 are as follows: 
 

  Fair Value Measurements Using Significant Unobservable Inputs (Level 3)  

  
Forward Purchase 

Agreement   Derivative Liabilities   Earnout Liabilities  
Balance, beginning of year

 $

              
               —

  $

              
               826,980

  $

              
               —

 
Initial recognition

  

              

15,968,581
   

              
               —

   

              

13,482,292
 

Change in fair value

  

(
              

10,268,130
)   

(
              

               826,980
)   

              
               38,093

 
Balance, end of period

 $

              
               5,700,451

  $

              
               —

  $

              

13,520,385
 

The Forward Purchase Agreement was accounted for at fair value as a financial instrument in the scope of ASC 480, Distinguishing Liabilities from Equity, and resulted in an asset at the Closing Date. The fair 
value of the Company’s position under the Forward Purchase Agreement was calculated using the Call/Put Option Pricing Model. The assumptions incorporated into the valuation model as of the Closing Date of 
the Business Combination included the termination fee of $
        
         0.50
         per share, the debt rate of 
        
         14.35
        % and the term of  one year . As of December 31, 2023, the assumptions incorporated into the valuation model included the share price of $
        
         3.81
        , the termination fee of $
        
         0.50
         per share, the debt rate of 
        
         12.95
        % and the term of 
        
         0.54
         years.
 
The fair value of the embedded derivatives in the convertible notes as of December 31, 2022 was valued using a Monte-Carlo model and was based upon the following management assumptions: 
 

  December 31, 2022  
Stock price

 $

              
               2.60

 
Expected term (years)

  

              
               0.04

 
Volatility

  

              
               55.1

%
Risk-free interest rate

  

              
               4.38

%
Probability of Qualified Financing or IPO

  

              
               50.00

%
Probability of a Change in Control Event

  

              
               10.00

%
 
The December 31, 2022 stock price was derived from a 409A valuation. Volatility was determined from the historical volatility of comparable public companies over the expected terms. The term was based on the 
maturity date of the note. The risk-free interest rate was determined from the implied yields from U.S. Treasury zero-coupon bonds with a remaining term consistent with the expected term of the instrument being 
valued. The probability of a Qualified Financing or IPO and a Change of Control Event were based on the Company’s assessment of such an event occurring. The convertible notes related to the derivative liabilities 
were repaid during 2023.

Recently Adopted Accounting Guidance

In June 2016, the FASB issued Accounting Standards Update No. 2016-13, Financial Instruments-Credit Losses: Measurement of Credit Losses on Financial Instruments. ASU 2016-13 requires measurement and 
recognition of expected credit losses for financial assets. In April 2019, the FASB issued clarification to ASU 2016-13 within ASU 2019-04, Codification Improvements to Topic 326, Financial Instruments-Credit 
Losses, Topic 815, Derivatives and Hedging, and Topic 825, Financial Instruments, or ASU 2016-13. The guidance is effective for fiscal years beginning after December 15, 2022. The Company  adopted this 
standard on  January 1, 2023 , which had  no material impact on the Company’s consolidated financial statements.
 
Recent Accounting Pronouncements 

On September 30, 2022, the FASB issued ASU 2022-03, which (1) clarifies the guidance in ASC 820 on the fair value measurement of an equity security that is subject to a contractual sale restriction and (2) 
requires specific disclosures related to such equity security. The amendments in ASU 2022-03 are consistent with the principles of fair value measurement under which an entity is required to consider 
characteristics of an asset or liability if other market participants would also consider those characteristics when pricing the asset or liability. Specifically, the ASU clarifies that an entity should apply these fair value 
measurement principles to equity securities subject to contractual sale restrictions. The Company does not believe that, if adopted, ASU 2022-03 would have a material effect on the Company’s financial statements. 
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NOTE 3 — BUSINESS COMBINATIONS

AxoBio Acquisition 

The AxoBio Acquisition is reflected in the consolidated financial statements under the acquisition method of accounting in accordance with ASC 805, with the Company treated as the accounting and legal acquirer 
in the AxoBio Acquisition. It was determined that AxoBio is a variable interest entity, as AxoBio’s total equity at risk is not sufficient to permit AxoBio to finance its activities without additional subordinated financial 
support, with the Company being the primary beneficiary. In accordance with ASC 805, the Company recorded AxoBio’s assets and liabilities at fair value. For purposes of estimating the fair value, where 
applicable, of the assets acquired and liabilities assumed as reflected in the consolidated financial information, the Company has applied the guidance in ASC 820, Fair Value Measurements and Disclosures (“ASC 
820”), which establishes a framework for measuring fair value in acquisitions. In accordance with ASC 820, fair value is an exit price and is defined as “the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date.” Under ASC 805, acquisition-related transaction costs are not included as components of consideration transferred 
but are accounted for as expenses in the period in which the costs are incurred.  The fair value of the purchase consideration transferred in the AxoBio Acquisition was as follows:

 
Common Stock - 
            
             3,845,337
             shares

$             
             11,270,683  

Series A Convertible Voting Preferred Stock - 
            
             4,243
             shares

             
             10,382,107  

Earnout              
             13,482,292  

Deferred Consideration              
             8,000,000  

Total estimated value of consideration transferred $             
             43,135,082  

 
The fair value of the Series A Preferred Stock was estimated at $
      
       2,447
       per share, using the put option model, based on the market value of the Common Stock at the Merger Closing Date, conversion rate, projected conversion term, and estimated discount for lack of marketability. 
Deferred consideration is related to the Closing Cash Consideration of $
      
       8,000,000
      , that was payable upon delivery of the AxoBio 2022 audited financial statements. The 2022 audited financial statements were delivered in October 2023 and as such, the cash consideration was payable at 
December 31, 2023.
 
In connection with the AxoBio Acquisition the former stockholders of AxoBio were entitled to receive payment of the Earnout consisting of up to $
      
       9,000,000
       in cash and up to $
      
       66,000,000
       in shares of Common Stock, subject to the achievement of certain revenue targets and research and development milestones. In accordance with ASC 815-40, as the Earnout was not indexed to the Common 
Stock, it was accounted for as a liability at the Merger Closing Date and is subsequently remeasured at each reporting date with changes in fair value recorded as a component of in discontinued operations in the 
consolidated statements of operations.
 
The fair value of the Earnout was estimated as of the Merger Closing Date using (1) the probabilities of success and estimated dates of milestone achievements in relation to the research and development 
milestones, and (2) probability-adjusted revenue scenarios in relation to the revenue targets.
 
The Earnout liability is categorized as a Level 3 fair value measurement (see Fair Value Measurements accounting policy described in Note 2) because the Company estimated projections utilizing unobservable 
inputs. Contingent earnout payments involve certain assumptions requiring significant judgment and actual results can differ from assumed and estimated amounts.
 
The total purchase consideration transferred in the AxoBio Acquisition has been allocated to the net assets acquired and liabilities assumed based on their fair values at the acquisition date. The transaction costs 
related to this acquisition of approximately $
      
       1,300,000
       were expensed and included in the transaction related expenses on the consolidated statements of operations.
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The allocation of the purchase price is as follows:
 

Total estimated value of consideration transferred $             
             43,135,082  

Cash and cash equivalents              
             662,997  

Accounts receivable              
             18,296,000  

Prepaid expenses              
             170,604  

Inventories              
             10,600,000  

Property and equipment              
             81,846  

Intangible assets              
             23,260,000  

Total assets              
             53,071,447  

Accounts payable              
             12,767,909  

Accrued interest              
             146,829  

Other accrued expenses              
             1,390,278  

Loan payable              
             1,498,000  

Related party loans              
             5,610,000  

Deferred tax liabilities              
             7,711,627  

Net assets to be acquired              
             23,946,804  

Goodwill $             
             19,188,278  

 
The Company estimated the fair value of the acquired inventories based on the selling price less costs to sell and recorded the fair value step-up of approximately $
      
       8,200,000
       at the Merger Closing Date. The fair value step-up is amortized over the expected realization term of one year from the Merger Closing Date.
 
The acquired loan payable of AxoBio was adjusted down to its fair value by $
      
       502,000
       due to the more favorable than the market interest rate. This fair value step down is amortized over the term of loan payable as a credit to the interest expense. 
 
The intangible assets include trade names, customer contracts and intellectual property. The intangible assets were valued using a discounted cash flow model. The estimated fair value of the customer contracts 
as of the acquisition date was determined based on the projected future profits from the contracts, discounted to present value, and the likelihood of contract renewals at the end of each contract term. The 
estimated fair value of the intellectual property as of the acquisition date was determined based on the estimated license royalty rates, the present value of future cash flows from the intellectual property, and the 
expected useful life of  7 years. The estimated fair value of the trade name was determined based on the estimated royalty rates for the use of the trade name, the projected revenues attributable to the trade name 
discounted to present value and the expected useful life of  7 years. The goodwill and other intangible assets associated with the AxoBio Acquisition are not deductible for U.S. tax purposes.
 
The Company determined that the AxoBio Acquisition was deemed significant to the Company in accordance with Rule 3-05 of Regulation S-X. As required by ASC 805, Business Combinations, the following 
unaudited pro forma statements of operations for the year ended December 31, 2023 and 2022 give effect to the AxoBio Acquisition as if it had been completed on January 1, 2022. The unaudited pro forma 
financial information below is presented for illustrative purposes only and is not necessarily indicative of what the operating results actually would have been during the periods presented had the AxoBio Acquisition 
been completed during the periods presented. In addition, the unaudited pro forma financial information does not purport to project future operating results. The pro forma statements of operations do not fully 
reflect: (i) any anticipated synergies (or costs to achieve synergies) or (ii) the impact of non-recurring items directly related to the acquisition of AxoBio.
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 Year ended December 31,  
 2023   2022  

Revenue included in discontinued operations in the consolidated statements of operations $             
             4,456,816   $ -  

Add: AxoBio revenue not reflected in the consolidated statements of operations

 

            
             26,020,319

   

            
             39,896,998

 

Unaudited pro forma revenue $             
             30,477,135   $             

             39,896,998  

      
 Year ended December 31,  
 2023   2022  

Net loss from consolidated statements of operations $

(
            

             15,445,087 )  $

(
            

             9,051,334 )

Add: AxoBio net income (loss) not reflected in the consolidated statements of      

operations, less pro forma adjustments described below

 

            
             950,126

   

(
            

             7,949,016
)

Unaudited pro forma net loss $

(
            

             14,494,961 )  $

(
            

             17,000,350 )

 
(1) An adjustment to reflect additional amortization of $ 
         
          1,700,000
          and $ 
         
          2,500,000
          for the period from January 1, 2023 through the Merger Closing Date and the year ended December 31, 2022, respectively, that would have been charged assuming the fair value 
adjustments to intangible assets had been applied on January 1, 2022. The adjustment also reflects additional costs of goods sold of $ 
         
          0
          and $ 
         
          8,200,000
          for the year ended December 31, 2023 and 2022, respectively, that would have been charged assuming the fair value step up to inventories had been applied on January 1, 2022.

NOTE 4 — GOING CONCERN AND MANAGEMENT’S LIQUIDITY PLANS 

As of December 31, 2023 and 2022, the Company had cash of $
      
       2,912,461
       and $
      
       128,149
      , respectively. The Company’s liquidity needs up to December 31, 2023 have been satisfied through debt and equity financing. 

The Company had a net loss from continuing operations of $
      
       16,205,252
       and $
      
       9,051,334
       for the years ended December 31, 2023 and 2022, respectively. The Company had negative cash flows from operations of $
      
       8,348,208
       and $
      
       3,428,707
       for the years ended December 31, 2023 and 2022, respectively, and an accumulated deficit of $
      
       58,503,401
       and $
      
       42,382,291
       as of December 31, 2023 and December 31, 2022, respectively.

Due to its current liabilities and other potential liabilities, the cash available to the Company may not be sufficient to allow the Company to operate for at least 12 months from the date these financial statements are 
available for issuance. The Company may need to raise additional capital through equity or debt issuances. If the Company is unable to raise additional capital, it may be required to take additional measures to 
conserve liquidity, which could include, but not necessarily be limited to, curtailing operations and reducing payroll expenses. The Company cannot provide any assurance that new financing will be available to it on 
commercially acceptable terms, if at all. 

These conditions raise substantial doubt about the Company’s ability to continue as a going concern. These financial statements do not include any adjustments relating to the recovery of the recorded assets or the 
classification of the liabilities that might be necessary should the Company be unable to continue as a going concern. 

During the third quarter of 2023, the Company has significantly reduced its operating expenses going forward by terminating certain executives serving as part-time consultants and full-time employees in non-core 
areas or overlapping business functions. This workforce reduction is expected to result in $
      
       2,000,000
       to $
      
       3,000,000
       in annual savings. In addition, the Company has refocused its research and development efforts on aesthetic products that have near-term commercial potential and has reprioritized development and ceased 
clinical studies of product candidates that will take more than a year to commercialize. The Company is also exploring out-licensing of certain research and development programs to generate non-dilutive liquidity.
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NOTE 5 — PROPERTY AND EQUIPMENT 

Property and equipment included in continuing operations consist of the following: 
 

  December 31,  
  2023   2022  

  
Continuing 
Operations   

Discontinued 
Operations   

Continuing 
Operations  

Lab equipment

 $

            
             696,648

  $

            
             216,210

  $

            
             666,178

 
Leasehold improvements

  

            
             115,333

   —    

            
             115,333

 
Furniture and fixtures

  

            
             3,580

   

            
             30,057

   

            
             3,579

 

   

            
             815,561

   

            
             246,267

   

            
             785,090

 
Less: accumulated depreciation

  

(
            

             622,715
)   

(
            

             182,883
)   

(
            

             530,116
)

Property and equipment, net

 $

            
             192,846

  $

            
             63,384

  $

            
             254,974

 
 
Depreciation expense included in continuing operations was $
      
       92,598
       and $
      
       89,782
       for the year ended December 31, 2023 and 2022, respectively. Depreciation expense included in discontinued operations was $
      
       18,462
       in 2023.

NOTE 6 —GOODWILL AND INTANGIBLE ASSETS

The Company’s goodwill relates to the AxoBio Acquisition. Goodwill represents the excess of the purchase price of the acquired business over the fair value of the underlying net tangible and intangible assets. The 
Company may record goodwill adjustments pursuant to changes in the preliminary valuations acquired during the measurement period, which is up to one year from the date of acquisition. The Company has 
determined, based on its organizational structure, that it had 
      
       one
       reporting unit as of December 31, 2023. For the year ended December 31, 2023, the Company recognized $
      
       19,188,278
       in goodwill from the AxoBio Acquisition, which is classified as a component of assets available for sale in the accompanying consolidated balance sheets.
 
The Company’s intangible assets primarily relate to the AxoBio Acquisition (see Note 3). Intangible assets acquired in connection with the AxoBio Acquisition were initially recorded at their estimated fair value as of 
the acquisition date. Intangible assets that have finite lives are amortized over their economic useful life. Amortization of intangibles related to AxoBio are included as a component of discontinued operations in the 
accompanying statements of operations. 
 
Additionally, the Company capitalizes legal costs directly associated with the submission of Company patent applications. Gross patent costs of $
      
       
        70,746
       
       as of December 31, 2023 and 2022 are amortized on a straight-line basis over the patent term.
 
Intangible assets and the related accumulated amortization consist of the following at December 31, 2023: 
 

 Amortization Period  Gross Carrying Value   
Accumulated 
Amortization   Net Book Value  

Continuing operations:           

Patents

            
             16

             years  $

            
             70,746

  $

            
             46,559

  $

            
             24,187

 
           

Discontinued operations:           

Customer contracts

            
             20

             years  $

            
             12,170,000

  $

            
             337,313

  $

            
             11,832,687

 

Trade name

            
             7

             years   

            
             2,220,000

   

            
             132,143

   

            
             2,087,857

 

Intellectual property

            
             7

             years   

            
             8,870,000

   

            
             527,976

   

            
             8,342,024

 

   $

            
             23,260,000

  $

            
             997,432

  $

            
             22,262,568

 
 

Intangible assets and the related accumulated amortization consist of the following at December 31, 2022: 
 

 Amortization Period  Gross Carrying Value  
Accumulated 
Amortization  Net Book Value

Continuing operations:        

Patents

          
           16

           years  

$
          

           70,746
 

$
          

           42,044
 

$
          

           28,702
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Amortization expense included in loss from continuing operation in the accompanying statements of operations was approximately $
      
       4,515
       and $
      
       4,516
       for the years ended December 31, 2023 and 2022, respectively. Amortization expense included in income from discontinued operation in the accompanying statements of operations was $
      
       997,432
       for the year ended December 31, 2023.
 
Amortization expense related to the Company’s intangible assets for future years is as follows:
 

 
Continuing 
Operations   

Discontinued 
Operations  

2024 $

            
             4,528

  $

            
             2,648,741

 

2025  

            
             4,516

   

            
             2,679,576

 

2026  

            
             4,516

   

            
             2,715,903

 

2027  

            
             4,090

   

            
             2,690,449

 

2028  

            
             2,451

   

            
             2,622,896

 

Thereafter  

            
             4,086

   

            
             8,905,003

 

 $

            
             24,187

  $

            
             22,262,568

 
 

NOTE 7— ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consist of the following amounts:
 

  December 31,  
  2023   2022  

  
Continuing 
Operations   

Discontinued 
Operations   

Continuing 
Operations  

Accrued compensation

 $

            
             790,332

  $ —   $

            
             916,934

 
Accrued severance

  

            
             452,579

   —    

            
             —

 
Accrued stock-based compensation

  

            
             48,698

   —    

            
             —

 
Other accrued expenses

  

            
             303,825

   

            
             468,652

   

            
             27,639

 
Accrued expenses and other liabilities

 $

            

1,595,434
  $

            
             468,652

  $

            
             944,573

 
 
Accrued compensation is a non-interest bearing liability for employee payroll outstanding as of December 31, 2023 and 2022. This includes compensation earned during the years 2019 to 2023.

NOTE 8 —DEBT

U.S. Small Business Administration (SBA) Loan 

As of the Merger Closing Date, AxoBio had an outstanding loan with the SBA with total principal and accrued interest outstanding of $
      
       2,000,000
       and $
      
       113,476
      , respectively (the “SBA Loan”). Interest under the SBA Loan accrues at a simple interest rate of 
      
       3.75
      % annually on funds outstanding as of the anniversary date of the initial borrowing. A monthly payment in the amount of $
      
       9,953
       began in December 2023 and continues for a total of  30 years. As of December 31, 2023, there was outstanding principal and accrued interest of $
      
       2,000,000
       and $
      
       134,961
      , respectively. As of December 31, 2023, there was unamortized debt discount of $
      
       494,930
      . In connection with the AxoBio Acquisition, the SBA Loan was adjusted to fair value, which, excluding accrued interest, was determined to be $
      
       1,498,000
      . The difference in the outstanding principal and fair value of $
      
       502,000
       was recorded as debt discount and is accreted over the remaining term of the loan using the effective interest method. From the acquisition date through December 31, 2023, the Company incurred interest 
expense and amortization of debt discount of $
      
       31,438
       and $



      
       7,070
      , respectively. The SBA Loan and related accrued interest are classified as a component of assets available for sale in the accompanying balance sheets, and the related interest expense is classified as a 
component of discontinued operations in the accompanying statements of operations.
 
Related Party Loans

As of the Merger Closing Date, AxoBio had several promissory notes outstanding to Burns Ventures, LLC (the “Burns Notes”) with total principal outstanding of $
      
       5,610,000
      . The owner of Burns Ventures LLC was a former stockholder of AxoBio. Interest on the Burns Notes is payable quarterly at a fixed interest rate of 
      
       7.00
      %. The Burns Notes require 
      
       no
       monthly payments and are due in full at maturity date on  December 31, 2024 . As of December 31, 2023, the Burns Notes had outstanding principal and accrued interest of $
      
       5,610,000
       and $
      
       98,982
      , respectively, and interest expense totaled $
      
       164,611
       for the year ended December 31, 2023. The Burns Notes and related accrued interest are classified as a component of assets available for sale in the accompanying balance sheet, and the related interest 
expense is classified as a component of discontinued operations in the accompanying statements of operations.
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2023 Promissory Notes 

During the year ended December 31, 2023, the Company received proceeds of $
      
       848,500
       from 26 zero coupon Promissory Notes (the “Notes”). Four of the Notes were from related parties and represented $
      
       100,000
       of the borrowings. The Notes have a maturity date of  one year from the date of issuance. The principal of the Notes is due in full at maturity. All Notes had a proportionate number of warrants issued in 
connection with the issuance of the Notes. There were 
      
       16,489
       Common Stock warrants issued in connection with these Notes with a fair value of $
      
       55,062
      . The warrants vested immediately, have a term of  5 years, and exercise prices ranging from $
      
       11.50
       to $
      
       14.30
      . The fair value of the warrants was recorded as debt discount and is amortized over the term of the loans using the effective interest method. As of December 31, 2023, there was $
      
       19,549
       of unamortized debt discount. Debt discount amortization during the year ended December 31, 2023, was $
      
       33,513
      .

Premium Financing

In July 2023, the Company entered into an agreement with a third party, whereby the Company financed $
      
       1,011,480
       of premiums on certain of its insurance policies. This financing agreement accrues interest at 
      
       8.99
      % and has a monthly payment of $
      
       117,072
      , with the last payment due in April 2024. Principal outstanding on this loan was $
      
       459,647
       as of December 31, 2023 and interest expense totaled $
      
       33,527
       for the year ended December 31, 2023.

Series 1 Convertible Notes 

The Company issued Series 1 convertible notes (the “Series 1 Convertible Notes”) between July 9, 2018 and September 13, 2019, with an amended maturity date of  July 9, 2023 . The Series 1 Convertible Notes 
bore interest at 
      
       8
      %, had no monthly payments, and were due in full with a balloon payment on the maturity date. The Series 1 Convertible Notes contained an embedded conversion feature whereby the outstanding principal 
and accrued and unpaid interest are automatically convertible upon a qualified financing. The conversion feature of the Series 1 Convertible Notes met the definition of a derivative and was valued using the Monte 
Carlo model, with the fair value of the derivative recorded as a derivative liability (see Note 2) and debt discount at the time of issuance. On  September 23, 2022 , a qualified financing occurred, at which point all 
outstanding principal and accrued and unpaid interest were converted to shares of Series C-2 convertible preferred stock (“Series C-2 Preferred Stock”). The principal and interest converted was $
      
       6,109,560
       and $
      
       1,829,865
      , respectively, which converted into 
      
       2,196,158
       and 
      
       657,768
       shares, respectively, at a ratio of $
      
       2.78
       per share. The fair value of the shares issued was $
      
       15,595,283
      . The fair value of the derivative upon conversion was $
      
       1,938,481
      . The Company incurred interest expense of $
      
       356,196
       and amortization of debt discount expense of $
      
       0
       during the year ended December 31, 2022. The shares of Series C-2 Preferred Stock were converted into Common Stock upon the closing of the Business Combination.

Series 2 Convertible Notes 

The Company issued Series 2 convertible notes (the “Series 2 Convertible Notes”) between September 25, 2019 and December 31, 2021, all with a maturity date of  September 24, 2022 . The Series 2 Convertible 
Notes bore interest at 
      
       8
      %, had no monthly payments, and were due in full with a balloon payment on the maturity date. The Series 2 Convertible Notes contained an embedded conversion feature whereby the outstanding principal 
and accrued and unpaid interest were convertible upon a qualified financing. The conversion feature of the Series 2 Convertible Notes met the definition of a derivative and was valued using the Monte Carlo model, 
with the fair value of the derivative recorded as a derivative liability (see Note 2) and debt discount at the time of issuance. On  September 23, 2022 , a qualified financing occurred, at which point all outstanding 
principal and accrued and unpaid interest was converted into shares of Series C-2 Preferred Stock. The principal and interest converted was $
      
       3,965,455
       and $
      
       629,920
      , respectively, which converted into 
      
       1,425,433
       and 
      
       226,433
       shares, respectively, at a ratio of $
      
       2.78
       per share. The fair value of the shares issued was $
      
       5,717,377
      . The fair value of the derivative upon conversion was $
      
       1,122,002
      . The Company incurred interest expense of $



      
       222,906
       and amortization of debt discount expense of $
      
       1,099,770
       during the year ended December 31, 2022. The debt discount at the time of conversion was $
      
       57,921
       which was written off as a loss on debt extinguishment. The shares of Series C-2 Preferred Stock were converted into Common Stock upon the closing of the Business Combination.

Other Convertible Note 

The Company issued a convertible note to an economic development fund for $
      
       50,000
       on September 24, 2020. The note was non-interest bearing, had no monthly payments, and was due in full with a balloon payment on June 23, 2025. The note contained an embedded conversion feature 
whereby the note holder could convert the shares at a discount in the event of a Qualified Financing or a change in control event. This conversion feature met the definition of a derivative and was valued using the 
Monte Carlo model, with the fair value of the derivative being recorded as a derivative liability (see Note 2) and debt discount at the time of issuance. On  September 23, 2022 , a Qualified Financing under the 
convertible note occurred, at which point all outstanding principal was converted to shares of Series C-2 Preferred Stock. The principal converted was $
      
       50,000
      , which converted into 
      
       21,118
       shares at a ratio of $
      
       2.37
       per share. The fair value of the shares issued was $
      
       73,092
      . The fair value of the derivative upon conversion was $
      
       23,092
      . The debt discount at the time of conversion was $
      
       47,872
      , which was written off as a loss on debt extinguishment. During the year ended December 31, 
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2022, there was $
      
       1,206
       of amortization of debt discount. The shares of Series C-2 Preferred Stock were converted into Common Stock upon the closing of the Business Combination.

January 2022 Convertible Notes 

On January 19, 2022, the Company issued two senior secured convertible notes (the “Convertible Notes”) of $
      
       
        1,111,111
       
       each to two investors (“Holders”), due on January 19, 2023. The Convertible Notes bore interest at 
      
       10
      % (
      
       18
      % upon default). The Company was required to make monthly interest payments for the interest incurred and required monthly principal payments of $
      
       158,730
       beginning on  July 19, 2022 . The Convertible Notes were collateralized by all assets (including current and future intellectual property) of Legacy Carmell. The Convertible Notes were issued with a 
      
       10
      % discount and were subject to an 
      
       8
      % commission due to the underwriter. These fees were recorded as debt discount. In addition, each of the Holders received warrants to subscribe for and purchase up to 
      
       
        155,412
       
       shares of Common Stock (the “Convertible Note Warrants”). Each Convertible Note Warrant is exercisable at a price of $
      
       0.16
       per warrant share and vested immediately and have a term of  five years . The fair value of the Convertible Note Warrants at the time of issuance was $
      
       409,483
      , which was recorded as debt discount. The Convertible Notes are convertible at the option of the Holders into shares of Common Stock at a fixed conversion price equal to the lesser of $
      
       3.57
       per share and a 
      
       25
      % discount to the price of the Common Stock in a Qualified Offering (as adjusted, the “Conversion Price”). In the event units consisting of Common Stock and warrants are issued in a Qualified Offering, the 
Convertible Notes are convertible into Common Stock and warrants. If, at any time while the Convertible Notes are outstanding, the Company sells or grants any option to purchase or sells or grants any right to 
reprice, or otherwise disposes of or issues (or announces any sale, grant or any option to purchase or other disposition), any Common Stock or Common Stock equivalents entitling any person to acquire shares of 
Common Stock at an effective price per share that is lower than the then Conversion Price (such lower price, the “Base Conversion Price”), then the Conversion Price shall be reduced to equal the Base Conversion 
Price. Such adjustments are to be made whenever such Common Stock or Common Stock equivalents are issued. Multiple events have triggered the down-round feature of the base conversion price. As of 
December 31, 2022, the Base Conversion Price was $
      
       1.79
      . 

The conversion feature within the Convertible Notes met the requirements to be treated as a derivative. Accordingly, the Company estimated the fair value of the Convertible Notes derivative using the Monte Carlo 
Method as of the date of issuance. The fair value of the derivative was determined to be $
      
       1,110,459
       at the time of issuance and was recorded as a liability with an offsetting amount recorded as a debt discount. The derivative is revalued at the end of each reporting period, and any change in fair value is 
recorded as a gain or loss in the consolidated statements of operations. 

Proceeds from the sales of the Convertible Notes with Convertible Note Warrants were allocated to the two elements based on the relative fair value of the Convertible Notes without the warrants and the warrants 
themselves at the time of issuance. The total amount allocated to the Convertible Note Warrants was $
      
       409,483
       and accounted for as paid-in capital. The discount amount was calculated by determining the aggregate fair value of the warrants using the Black-Scholes Option Pricing Model. 

On July 19, 2022, Carmell defaulted on the Convertible Notes. Under the terms of the Convertible Notes, upon an event of default, there would be a 
      
       25
      % increase to the outstanding principal, in addition to the interest rate increasing from 
      
       10
      % to 
      
       18
      %. Upon the event of default, the unamortized debt discount of $
      
       958,899
       was accelerated and expensed, and the 
      
       25
      % increase in outstanding principal of $
      
       555,556
       was recorded as interest expense in the consolidated statements of operations. For the year ended December 31, 2022, interest expense, including fees, on the Convertible Notes, excluding the 
      
       25
      % increase in the outstanding principal, was $
      
       570,312
      . For the year ended December 31, 2023, interest expense on the Convertible Notes, as calculated under GAAP, totaled $
      
       570,220,
       not accounting for the management of the Company’s belief that no additional payments are due to the Holders.

An Agreement Subsequent to the Notice of Acceleration 

On November 2, 2022, Carmell received a letter (“Notice of Acceleration”) from one of the Holders, notifying it of an Event of Default. Carmell and Alpha entered into an agreement with Puritan Partners LLC, one of 
the Holders (“Puritan”), in connection with the Notice of Acceleration on December 19, 2022. Pursuant to this agreement, Alpha and Carmell each represented and warranted to Puritan that (i) it intended to enter 
into the Business Combination, (ii) there would be no conditions to closing relating to Alpha or its affiliates delivering a certain amount of cash to the Company at closing of the Business Combination (the “Closing”), 
(iii) the only conditions to Closing of the Business Combination were as set forth in Sections 6.1 through Section 6.3 of the Business Combination Agreement, (iv) upon entering into such Business Combination 
Agreement, such parties would have a commitment letter from a third party to provide capital in an amount sufficient to the surviving company to the Business Combination to, among other things, repay all amounts 
due and owing at such time to Puritan at the Closing, (v) the equity valuation ascribed to Carmell in the Business Combination Agreement is $
      
       150,000,000
      , and (vi) such Business Combination Agreement shall not place any restrictions on Puritan's ability to transfer any of its securities, including, without limitation, the shares underlying its Convertible Note 
Warrants. Carmell agreed it would not pay any other debtholder on account of interest or principal during the forbearance period. 
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Based on the representations and warranties, and agreements above and in consideration of Carmell’s agreement to pay Puritan at the Closing (i) the outstanding principal amount, plus accrued interest, late fees 
and all other amounts then owed as specified in the Convertible Notes and (ii) 
      
       25,000
       freely tradeable shares of Common Stock (not subject to lock-up or any other restrictions on transfer) at a price of $
      
       10.00
       per share (i.e., the price per share of Common Stock to the equity holders of Carmell in the Business Combination), Puritan withdrew and rescinded the Notice of Acceleration, and such Notice of Acceleration 
was deemed null and void and had no further force or effect. Puritan further agreed that, based on the representations and warranties, and agreements contained in such agreement, it shall not issue any further 
notices of acceleration or default notices under the Convertible Notes, seek repayment of any amounts due under the Convertible Notes, or seek to exercise any other remedies contained in the Convertible Notes 
and other related agreements in regard to non-payment of the notes from the Effective Date until the June 30, 2023. 

On the closing of the Business Combination, the Company repaid $
      
       2,649,874
       to the Holders, which represented the original principal amount of the Convertible Notes plus accrued interest at a rate of 
      
       25
      %, which the Company believes is the maximum rate permissible under New York State usury laws. In addition, the Company issued Puritan 
      
       25,000
       shares freely of tradeable Common Stock. Following the closing of the Business Combination, both Holders have provided notice to the Company demanding additional payment of principal and interest on the 
Convertible Notes in an approximate amount of $
      
       600,000
       per each Holder at the closing of the Business Combination with additional interest thereon. In the case of Puritan, following the Business Combination, Puritan alleged that the Business Combination 
constituted a “Fundamental Transaction” under the terms of the Convertible Note Warrants, resulting in a purported right for Puritan to require the Company to repurchase such Convertible Note Warrants at a 
purchase price equal to the Black-Scholes Value of the unexercised portion of such Convertible Note Warrants as of the closing of the Business Combination. Puritan calculated the cash amount of such repurchase 
to be $
      
       1,914,123
      . The Company believes that this calculation is inaccurate. In the case of the other holder, that Holder demanded to be provided its share of the Convertible Note Warrants. Puritan has also asserted damages in 
connection with the timing of the issuance to it of 
      
       25,000
       shares of freely tradeable common stock. The Company believes that it provided freely tradeable shares to Puritan at the same time as other Legacy Carmell shareholders. Puritan’s total claims inclusive of the 
amounts paid at Closing Date exceed $
      
       4,050,000
       in connection with a loan for which the Company received $
      
       1,000,000
      . Management of the Company believes that its obligations under the Convertible Notes and Convertible Note Warrants have been satisfied and that no additional payments are due to the Holders, and the 
Company has conveyed its position to the Holders. There can be no assurance that these or similar matters will not result in expensive arbitration, litigation or other dispute resolution, which may not be resolved in 
our favor and may adversely impact our financial condition (see Note 10). 

Future Maturities of Debt 

All of the Company’s outstanding debt as of December 31, 2023 matures and is payable in  2024 .

NOTE 9— LEASES

The Company is a party to 
      
       two
       office leases which expire on  December 31, 2028 . As of December 31, 2023, the weighted average remaining term is  five years . The Company elected to not recognize ROU assets and lease liabilities 
arising from short-term leases (leases with initial terms of twelve months or less, which are deemed immaterial) on its balance sheets.
 
When measuring lease liabilities for leases that were classified as operating leases, the Company discounted lease payments using its estimated incremental borrowing rate at the later of lease inception or 
January 1, 2020 (the date of adoption). The weighted average incremental borrowing rate applied was 
      
       8
      %.
 
The following table presents net lease cost and other supplemental lease information:
 

 December 31,  
 2023   2022  
Lease cost:      

Operating lease cost $             
             27,675   

$ 
            

             201,400  

Short term lease cost             
             —               

             —  

Net lease cost              
             27,675                

             2,022  

Cash paid for operating lease liabilities $

(
            

             109,379 )  $

(
            

             204,930 )
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As of December 31, 2023, the estimated future minimum lease payments, excluding non-lease components, are as follows:
 

 Operating  
Fiscal Year Leases  

2024 $             
             204,930  

2025              
             204,930  

2026              
             204,930  

2027              
             204,930  

2028              
             204,930  

Total future minimum annual lease payments              
             1,024,650  

Less: Imputed interest  

(
            

             176,799 )

Present value of lease liabilities $             
             847,851  

NOTE 10 — COMMITMENTS AND CONTINGENCIES 

Exclusive License Agreement

On January 30, 2008, the Company and Carnegie Mellon University (“CMU”) entered into a License Agreement, as amended by that certain Amendment No. 1 to License Agreement, dated as of July 19, 2011, as 
further amended by that certain Amendment No. 2 to License Agreement, dated as of February 8, 2016, as further amended by that certain Amendment No. 3 to License Agreement, dated as of February 27, 2020 
and as further amended by that certain Amendment No. 4 to License Agreement, dated November 23, 2021 (collectively, the “Amended License Agreement”). The Amended License Agreement provides the 
Company an exclusive, worldwide right to use certain technology of CMU relating to biocompatible plasma-based plastics to make, have made, use, and otherwise dispose of licensed products and to create 
derivatives for the field of use. The Company is required to use its best efforts to effect the introduction of the licensed technology into the commercial market as soon as possible and meet certain milestones as 
stipulated within the Amended License Agreement. CMU retains the right to use any derivative technology developed by the Company due to its use of this technology and retains the intellectual property rights to 
the licensed technology, including patents, copyrights, and trademarks. 

The Amended License Agreement is effective until January 30, 2028, or until the expiration of the last-to-expire patent relating to this technology, whichever comes later, unless otherwise terminated under another 
provision within the Amended License Agreement. Failure to perform in accordance with the agreed-upon milestones is grounds for CMU to terminate the Amended License Agreement prior to the expiration date. 
As a partial royalty for the license rights, the Company issued 
      
       66,913
       shares of the Company’s common stock to CMU. In addition, in 2008, the Company issued a warrant which was exercised in full in 2011 for 
      
       98,938
       shares of common stock. Prior to a qualified initial public offering or a qualified sale, CMU has the right to subscribe for additional equity securities to maintain its then percentage of ownership in the Company. 
The Business Combination did not qualify as a qualified initial public offering or qualified sale under the Amended License Agreement.

Royalties payable by the Company to CMU are 
      
       2.07
      % of net sales, as defined in the Amended License Agreement. The Company is also required to pay CMU 
      
       25
      % of any sublicense fees received, due, and payable upon receipt of the sublicense fees by the Company. All payments due to CMU are due within sixty ( 60 ) days after the end of each fiscal quarter. All 
overdue payments bear interest at a rate equal to the Prime Rate (as defined in the Amended License Agreement) in effect at the date such amounts are due plus 
      
       4
      %. No royalties were accrued or paid during the years ended December 31, 2023 and 2022.

The Company is obligated to reimburse CMU for all patent expenses and fees incurred to date by CMU for the licensed technology at the earlier of (1) three years from the effective date; (2) the closing date of a 
change in control event; and (3) for international patents, from the start of expenses for patenting outside of the United States of America. There were 
      
       
        no
       
       reimbursed expenses and 
      
       
        no
       
       owed related to reimbursable expenses for the years ended December 31, 2023 and 2022. 

Convertible Notes

As detailed in Note 8 - Debt, both Holders have provided notice to the Company demanding additional payment of principal and interest on the Convertible Notes in an approximate amount of $
      
       600,000
       per each Holder at the closing of the Business Combination with additional interest thereon. In the case of Puritan, following the Business Combination, Puritan alleged that the Business Combination 
constituted a “Fundamental Transaction” under the terms of the Convertible Note Warrants, resulting in a purported right for Puritan to require the Company to repurchase such Convertible Note Warrants at a 
purchase price equal to the Black-Scholes Value of the unexercised portion of such Convertible Note Warrants as of the closing of the Business Combination. Puritan calculated the cash amount of such repurchase 
to be $
      
       1,914,123
      . The Company believes that this calculation is inaccurate. In the case of the other Holder, that Holder demanded to be provided its share of the Convertible Note Warrants. Puritan has also asserted damages 
in connection with the timing of the issuance to it of 
      
       25,000
       shares of freely tradeable Common Stock. The Company believes that it provided freely 
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tradeable shares to Puritan at the same time as other Legacy Carmell stockholders. Puritan’s total claims inclusive of the amounts paid at Closing date exceed $
      
       4,050,000
       in connection with a loan for which the Company received $
      
       1,000,000
      . Management of the Company believes that its obligations under the Convertible Notes and Convertible Note Warrants have been satisfied and that no additional payments are due to the Holders, and the 
Company has conveyed its position to the Holders. As described in further detail below, Puritan has filed a complaint against the Company related to these allegations. There can be no assurance that these or 
similar matters will not result in further arbitration, litigation or other dispute resolution, which may not be resolved in our favor and may adversely impact our financial condition.

Puritan Litigation 

On  November 8, 2023 , Puritan filed a complaint captioned  Puritan Partners LLC v. Carmell Regen Med Corporation et al., No. 655566/2023 (New York Supreme Court, New York County) naming the Company as 
a defendant. In the complaint, Puritan asserts that the Company breached its obligations under the Convertible Notes and the Convertible Note Warrants. Puritan also asserts the Company did not timely comply 
with its obligations to provide Puritan with 
      
       25,000
       freely tradeable Common Stock. Puritan asserts claims for declaratory judgment, breach of contract, conversion, foreclosure of its security interest, replevin, unjust enrichment, and indemnification, and seeks 
remedies including damages totaling $
      
       2,725,000
       through November 1, 2023, additional fees and interest thereafter, costs and attorney’s fees, an order of foreclosure on its security interest, and other declaratory relief. The Company has moved to dismiss the 
complaint and intends to defend itself vigorously against this litigation. There can be no assurance that this matter will be resolved in the Company's favor, and an adverse outcome could have a material adverse 
effect on the Company’s financial condition.

NOTE 11 — PROFIT-SHARING PLAN 

The Company has 401(k) profit-sharing plans covering substantially all employees. The Company’s discretionary profit-sharing contributions are determined annually by the Board.  
        
         
          No
         
         discretionary profit-sharing contributions were made to the 401(k) profit- sharing plans during the years ended December 31, 2023 and 2022.

NOTE 12 — MEZZANINE EQUITY AND STOCKHOLDERS’ EQUITY (DEFICIT)
 
Common Stock 

On July 14, 2023, the Business Combination was consummated and the Company issued 
      
       12,053,517
       shares of Common Stock to stockholders of Legacy Carmell. Immediately following the Business Combination, there were 
      
       19,236,305
       shares of Common Stock outstanding. As of December 31, 2023, the Company’s Third Amended and Restated Certificate of Incorporation, as amended at the Closing Date, authorized the Company to issue 
      
       250,000,000
       shares of Common Stock. 
 
Series A Voting Convertible Preferred Stock 

In connection with the AxoBio Acquisition, the Company issued 
      
       4,243
       shares of Series A Preferred Stock to former stockholders of AxoBio. 
 
Automatic Conversion: The Series A Preferred Stock will be automatically converted into shares of Common Stock at a conversion rate of 
      
       1,000
       shares of Common Stock for one share of Series A Preferred Stock on the tenth trading day following the announcement of the approval by Company's stockholders of the issuance of Common Stock upon 
conversion of the Series A Preferred Stock (“Requisite Approval”). If the Company’s stockholders do not approve such conversion at the first meeting in which it is voted on by stockholders, the Company will submit 
issuance of Common Stock upon the conversion of the Series A Preferred Stock for the approval of the Company’s stockholders at least semi-annually until such approval is obtained. As of December 31, 2023, the 
Requisite Approval has not been obtained.
 
Voting: Series A Preferred Stock has the same voting rights as holders of Common Stock in any such vote. The holders of the Series A Preferred Stock shall be entitled to a number of votes equal to the number of 
shares of Common Stock into which the Series A Preferred Stock is convertible. Unless and until the Company has obtained the Requisite Approval, the number of shares of Common Stock that shall be deemed 
issued upon conversion of the Series A Preferred Stock (for purposes of calculating the number of aggregate votes to which the holders of Series A Preferred Stock are entitled on an as-converted basis) will be 
equal to that number of shares of Common Stock equal to the Cap, which is the number of shares of Common Stock equal to 
      
       19.9
      % of the Company’s outstanding Common Stock as of the issuance date of the Series A Preferred Stock.
 
Dividends: If and when declared by the Board, if the dividend is declared on Common Stock, the holders of Series A Preferred Stock will receive that dividend or distribution, on an as-if-converted basis, in the same 
form as dividends paid on shares of Common Stock.
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Liquidation: Prior to the Requisite Approval, in the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, including a change of control transaction, the holders of shares of 
Series A Preferred Stock then outstanding shall be entitled to be paid out of the assets of the Company available for distribution to its stockholders, the amount per share if such holders converted all of the Series A 
Preferred Stock into Common Stock.
 
Convertible Preferred Stock

As of December 31, 2022 and immediately prior to the Business Combination, Legacy Carmell had outstanding Series A convertible preferred stock (“Series A Preferred Stock”), Series B convertible preferred stock 
(“Series B Preferred Stock”), Series C-1 convertible preferred stock (“Series C-1 Preferred Stock”) and Series C-2 Preferred Stock, which are collectively referred to herein as “Preferred Stock.”
 
As of December 31, 2022, Convertible Preferred Stock consisted of the following:

 Authorized   Issued and Outstanding   Carrying Value   Liquidation Preference   Issuance Price  

Series A convertible preferred stock  

            
             2,010,728

   

            
             

              2,010,728
             

  $

            
             7,714,336

  $

            
             7,714,336

  $

            
             2.19

 

Series B convertible preferred stock  

            
             2,893,515

   

            
             

              2,824,881
             

   

            
             7,025,434

   

            
             7,025,434

   

            
             2.49

 

Series C-1 convertible preferred stock  

            
             3,436,863

   

            
             

              426,732
             

   

            
             772,028

   

            
             772,028

   

            
             2.54

 

Series C-2 convertible preferred stock  

            
             6,011,960

   

            
             

              5,857,512
             

   

            
             15,904,275

   

            
             15,904,275

   

            
             2.15

 
 
Legacy Carmell Series A Preferred Stock, Series C-1 Preferred Stock, and Series C-2 Preferred Stock accrued cumulative dividends at a per annum rate of 
      
       7
      % calculated on the original issue price (the “Original Issue Price”). Such dividends accrue on each share of Preferred Stock commencing on the date of issuance. The Company accrued dividends of $
      
       164,510
      , $
      
       40,551
      , and $
      
       470,962
       for Legacy Carmell Series A Preferred Stock, Series C-1 Preferred Stock, and Series C-2 Preferred Stock for the period from January 1, 2023 to July 13, 2023. As of December 31, 2022, the Company has 
accrued dividends of $
      
       3,254,803
      , $
      
       9,470
      , and $
      
       239,104
       for Legacy Carmell Series A Preferred Stock, Series C-1 Preferred Stock, and Series C-2 Preferred Stock, respectively. 
 
In connection with the Business Combination, all previously issued and outstanding Preferred Stock was converted into an equivalent number of shares of Common Stock on a one-for-one basis, then multiplied by 
the Exchange Ratio pursuant to the Business Combination Agreement.
 
2023 Long-Term Incentive Plan 

In July 2023, the stockholders of the Company approved the 2023 Long-Term Incentive Plan (the “2023 Plan”), which replaced the Amended and Restated 2009 Stock Incentive Plan of Legacy Carmell (the “2009 
Plan”). No new awards are being made under the 2009 Plan. Under the 2023 Plan, the Board may grant awards of stock options, stock appreciation rights, restricted stock, restricted stock units or other stock-based 
awards to employees and other recipients as determined by the Board. The exercise price per share for an option granted to employees owning stock representing more than 
      
       10
      % of the Company at the time of the grant cannot be less than 
      
       110
      % of the fair market value. Incentive and non-qualified stock options granted to all persons shall be granted at a price no less than 100% of the fair market value and any price determined by the Board. Options 
expire no more than ten years after the date of the grant. Incentive stock options to employees owning more than 10% of the Company expire no more than five years after the date of grant. The vesting of stock 
options is determined by the Board. Generally, the options vest over a  four-year period at a rate of 
      
       25
      % one year following the date of grant, with the remaining shares vesting equally on a monthly basis over the subsequent thirty-six months. 
The maximum number of shares that may be issued under the 2023 Plan is the sum of: (i)  
        
         1,046,408
         , (ii) an annual increase on January 1, 2024 and each anniversary of such date prior to the termination of the 2023 Plan, equal to the lesser of (a) 4% of the outstanding shares of our Common Stock 
determined on a fully diluted basis as of the immediately preceding year-end and (b) such smaller number of shares as determined by the Board or compensation committee, and (iii) the shares of Common Stock 
subject to 2009 Plan awards, to the extent those shares are added into the 2023 Plan by operation of the recycling provisions described below.
The maximum number of shares of Common Stock that may be issued under the 2023 Plan through incentive stock options is  
        
         1,046,408
         , provided that this limit will automatically increase on January 1 of each year, for a period of not more than ten years, commencing on January 1, 2024 and ending on (and including) January 1, 2032, by an 
amount equal to the lesser of  
        
         1,500,000
         shares or the number of shares added to the share pool as of such January 1, as described in clause (ii) of the preceding sentence. The following shares will be added (or added back) to the shares available 
for issuance under the 2023 Plan: 

• Shares subject to 2009 Plan or 2023 Plan awards that expire, terminate or are canceled or forfeited for any reason after the effectiveness of the 2023 Plan;

• Shares that after the effectiveness of the 2023 Plan are withheld to satisfy the exercise price of an option issued under the 2009 Plan or 2023 Plan;
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• Shares that after the effectiveness of the 2023 Plan are withheld to satisfy tax withholding obligations related to any award under the 2009 Plan or 2023 Plan; and

• Shares that after the effectiveness of the 2023 Plan are subject to a stock appreciation right that are not delivered on exercise or settlement. 
 
However, the total number of shares underlying 2009 Plan awards that may be recycled into the 2023 Plan pursuant to the above-described rules will not exceed the number of shares underlying 2009 Plan awards 
as of the effective date of the 2023 Plan (as adjusted to reflect the Business Combination). Shares of Common Stock issued through the assumption or substitution of awards in connection with a future acquisition 
of another entity will not reduce the shares available for issuance under the 2023 Plan.
 
Warrant and Option Valuation 

The Company computes the fair value of warrants and options granted using the Black-Scholes option pricing model. The expected term used for warrants and options issued to non-employees is the contractual 
life, and the expected term used for options issued to employees and directors is the estimated period that options granted are expected to be outstanding. The Company utilizes the “simplified” method to develop 
an estimate of the expected term of “plain vanilla” grants for stock options. The Company utilizes an expected volatility figure based on a review of the historical volatilities over a period equivalent to the expected 
life of the instrument valued by similarly positioned public companies within its industry. The risk-free interest rate was determined from the implied yields from U.S. Treasury zero-coupon bonds with a remaining 
term consistent with the expected term of the instrument being valued. The Company’s stock price was derived from a 409A valuation prior to the Business Combination and market price for all options and warrants 
granted thereafter.

Warrants Outstanding 

During the year ended December 31, 2023, the Company issued 
      
       16,489
       warrants in connection with notes payable (see Note 8). Also during 2023, the Company assumed the Public Warrants in conjunction with the Business Combination. Each whole Public Warrant has an 
exercise price of $
      
       11.50
       and a term of  five years from the Closing Date.  The following table presents information related to Common Stock warrants for the year ended December 31, 2023.

 
       Weighted    
       Average    
    Weighted   Remaining    
    Average   Contractual  Aggregate  
 Number of   Exercise   Life in  Intrinsic  
 Warrants   Price   Years  Value  

Outstanding and exercisable, December 31, 2022              
             644,980   $             

             2.08               
             5.03  $ —  

Warrants issued              
             16,489                

             14.20       

Public Warrants assumed in Business Combination              
             3,976,985                

             11.50       

Outstanding and exercisable, December 31, 2023              
             4,638,454   $             

             10.20   
            

             4.62  $             
             1,382,919  

Option Outstanding

A summary of the option activity during the year ended December 31, 2023 is presented below: 
 

  
Number of

Options   

Weighted
Average
Exercise

Price   

Weighted
Average

Remaining
Life in
Years   

Aggregate
Intrinsic

Value  
Outstanding, December 31, 2022

  

            
             2,235,313

  $

            
             2.12

   

            
             8.07

  $

            
             1,083,492

 
Granted

  

            
             1,504,638

   

            
             2.92

       
Exercised

  

(
            

             21,158
)   

            
             1.94

       
Expired/Cancelled

  

(
            

             2,029,028
)   

            
             2.21

       
Outstanding, December 31, 2023

  

            
             1,689,765

  $

            
             2.72

   

            
             9.00

  $

            
             1,850,397

 

Vested/Exercisable, December 31, 2023   

            
             283,438

  $

            
             2.06

   

            
             6.18

  $

            
             496,063
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The weighted average fair value of the options granted during the year ended December 31, 2023 was based on a Black Scholes option pricing model using the following assumptions: 
 

Expected volatility

 

            
             70
            % - 

            
             76
            %

Expected term of option

 

            
             6.0
             - 
            

             7.0
            

Range of risk-free interest rate

 

            
             3.6
            % -

            
             3.8
            %

Dividend yield

 

            
             0
            %

 
The Company recorded stock-based compensation expense for options of $
      
       667,682
       and $
      
       609,891
       for the years ended December 31, 2023 and 2022, respectively. As of December 31, 2023, there was approximately $
      
       2,597,602
       of total unrecognized compensation expense related to unvested stock options, which will be recognized over the weighted average remaining vesting period of  3.08 years. 

NOTE 13 – OTHER RELATED PARTY TRANSACTIONS
 
A former member of the Board holds investments in the Company through various venture capital firms. In addition, certain family members of the Company's former Chief Executive Officer invested in Series C-2 
Preferred Stock, which was converted to Common Stock as of the Effective Time.
 
The Company uses OrthoEx for 3PL services. The former Chief Executive Officer of AxoBio, who is currently serving as an advisor to the Company, has an equity interest in OrthoEx and has a seat on OrthoEx’s 
Board of Directors. The Company incurred $
      
       41,752
       of expenses from OrthoEx during the year ended December 31, 2023. As of December 31, 2023, the Company had a payable to this related party of $
      
       8,650
      . The Company uses Ortho Spine Companies, LLC (“Ortho Spine”) for various consulting and marketing services. Ortho Spine is owned by one of the advisors to the Company. The Company incurred $
      
       79,167
       of expenses from Ortho Spine for the year ended December 31, 2023. As of December 31, 2023, the Company had no payables to this related party.

NOTE 14 – INCOME TAXES
 
The Company accounts for income taxes under ASC 740-10, which provides for an asset and liability approach of accounting for income taxes. Under this approach, deferred tax assets and liabilities are 
recognized based on anticipated future tax consequences, using currently enacted tax laws, attributed to temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes 
and the amounts calculated for income tax purposes. The Company’s tax jurisdictions are Florida and Pennsylvania.

The components of the Company's income tax rate for the years ended December 31, 2023 and 2022 are as follows:
 

 Year Ended December 31,  
 2023   2022  

U.S. federal statutory rate              
             21.0 %               

             21.0 %

Effects of:      

State taxes, net of federal benefit              
             — %               

             7.9 %

Stock-based compensation  

(
            

             4.0 )%   

(
            

             0.4 )%

Research and development expenses, net  

(
            

             3.5 )%   

(
            

             6.4 )%

Capitalized transaction costs  

(
            

             9.8 )%               
             — %

Loss on forward purchase agreement              
             13.7 %    

Gain on loan forgiveness              
             — %   

(
            

             2.5 )%

Net operating loss true-up              
             — %               

             2.6 %

Other  

(
            

             3.8 )%   

(
            

             0.2 )%

Valuation allowance  

(
            

             13.6 )%  

(
            

             22.0 )%

Effective rate  
            

             — %   
            

             — %
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Significant components of the Company's deferred tax assets as of December 31, 2023 and 2022 are summarized below.
 

 December 31,  
 2023   2022  
Deferred income tax assets:      

Net operating losses $             
             8,775,098   $             

             7,642,000  

Accrued interest              
             1,845,473                

             747,000  

Federal research and development tax credits              
             68,106                

             113,000  

Amortization of research expense              
             635,669                

             585,000  

Right of use asset              
             4,676                

             29,000  

Non-qualified deferred compensation              
             404,327                

             263,000  

Accrued compensation              
             357,171                

             271,000  

Change in fair value of forward purchase agreement              
             2,485,388                

             —  

Capitalization of start-up costs              
             351,383     

Accrual to cash and other              
             548,665                

             —  

Change in fair value of earnout liability  

(
            

             3,353,181 )    

Change in fair value of derivative liabilities              
             —                

             275,000  

Gross deferred tax asset              
             12,122,775                

             9,925,000  

Valuation allowance  

(
            

             12,122,775 )   

(
            

             9,925,000 )

Net deferred income tax assets $             
             —   $             

             —  

 
As of December 31, 2023, the Company had approximately $
      
       31.3
       million of federal and $
      
       30.9
       million of state net operating loss carry forwards. Federal and state net operating loss carryforwards were approximately $
      
       25.7
       million and $
      
       29.9
       million, respectively, for the year ended December 31, 2022. The Company’s federal net operating loss carry forwards consist of approximately $
      
       8.2
       million of pre 2018 net  operating loss carryforwards, which expire after twenty years and begin to expire starting in 2028 . The Company had approximately $
      
       23.1
       million of post 2017 net operating losses that carry forward indefinitely. Future utilization of the net operating loss carry forwards is subject to certain limitations under Section 382 of the Internal Revenue Code. 
In addition, the Company has approximately $
      
       68,000
       of  federal research and development credit carryovers, which expire after twenty years and begin to expire starting in 2042 . The Company utilized approximately $
      
       56,000
       of such credits for tax year 2023. Future realization of the credit carry forwards is subject to certain limitations under Section 383 of the Internal Revenue Code. The Company has not undertaken any formal 
research and development credit study to calculate its credits.
 
The Company provides for a valuation allowance when it is more likely than not that it will not realize a portion of the deferred tax assets. The Company has established a valuation allowance against the net 
deferred tax asset due to the uncertainty that enough taxable income will be generated in those taxing jurisdictions to utilize the assets. Therefore, we have not reflected any benefit of such deferred tax assets in 
the accompanying financial statements. Our net deferred tax asset and valuation allowance increased by approximately $
      
       2,198,000
       and $
      
       2,323,000
       for the years ended December 31, 2023 and 2022, respectively.
 
The Company is subject to U.S. federal income tax examinations by tax authorities for all tax years since inception due to unexpired net operating loss carryforwards originating in and after that year. The Company 
may be subject to income tax examinations for the various state taxing authorities which vary by jurisdiction.
 
The Company has evaluated its income tax positions and has determined that it does not have any uncertain tax positions. The Company will recognize interest and penalties related to any uncertain tax positions 
through its income tax expense.

NOTE 15 – Discontinued Operations
 



On March 20, 2024, the Company entered into the Purchase Agreement to sell AxoBio and closed on such sale on March 26, 2024 as detailed in Note 1. The assets and liabilities of AxoBio are classified as 
available for sale in the accompanying consolidated balance sheets and consist of the following:
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 December 31,  
 2023   2022  
Assets available for sale      

Cash and cash equivalents $

            
             804,277

  $ —  

Accounts receivable, net  

            
             7,713,600

   —  

Prepaid expenses  

            
             251,086

   —  

Inventories  

            
             3,038,179

   —  

Property and equipment, net  

            
             63,384

   —  

Intangible assets, net  

            
             22,262,568

   —  

Goodwill  

            
             19,188,278

   —  

Total assets available for sale $

            
             53,321,372

  $ —  
      
Liabilities available for sale      

Accounts payable $

            
             8,520,243

  $ —  

Accrued interest  

            
             134,961

   —  

Accrued interest, related party  

            
             98,982

   —  

Other accrued expenses  

            
             468,652

   —  

Loans payable, current  

            
             1,505,070

   —  

Related party loans, current  

            
             5,610,000

   —  

Earnout liability  

            
             8,000,000

   —  

Deferred income taxes  

            
             5,536,923

   —  

Total liabilities available for sale $

            
             29,874,831

  $ —  

The significant components of discontinued operations in the accompanying consolidated statements of income are as follows:
 

 Year Ended December 31,  
 2023   2022  

Revenue $

            
             4,456,816

  $ —  

Cost of sales  

            
             3,620,651

   —  

Gross profit  

            
             836,165

   —  
Operating expenses:      

Selling and marketing  

            
             6,829,520

   —  

Research and development  

            
             403,616

   —  

General and administrative  

            
             2,525,715

   —  

Depreciation and amortization  

            
             1,015,894

   —  



Total operating expenses  

            
             10,774,745

   —  

Loss from operations  

(
            

             9,938,580
)   —  

Other income (expense):      

Other income  

            
             7

   —  

Amortization of debt discount  

(
            

             7,070
)    

Interest expense, related party  

(
            

             164,611
)   —  

Interest expense  

(
            

             32,221
)   —  

Inventory write-down  

(
            

             4,754,357
)   —  

Change in fair value of earnout liability  

            
             13,482,292

   —  

Total other (expense) income  

            
             8,524,040

   —  

Loss before income taxes  

(
            

             1,414,540
)   —  

Income tax benefit, deferred  

            
             2,174,705

   —  

Discontinued operations, net $

            
             760,165

  $ —  
 

NOTE 16 – Subsequent Events
 
As more fully described in Note 1, the Company entered into the Purchase Agreement on March 20, 2024 to sell AxoBio to its former stockholders. The sale transaction contemplated by the Purchase Agreement 
closed on March 26, 2024.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None
 

 
Item 9A. Controls and Procedures.

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed in our reports filed or submitted under the Exchange Act is recorded, 
processed, summarized and reported within the time periods specified in the SEC's rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that 
information required to be disclosed in our reports filed or submitted under the Exchange Act is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, 
to allow timely decisions regarding required disclosure.

 
Evaluation of Disclosure Controls and Procedures

As required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executive Officer and Chief Financial Officer carried out an evaluation of the effectiveness of the design and operation of our disclosure 
controls and procedures as of December 31, 2023. Based upon their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that during the period covered by this report, our disclosure 
controls and procedures were effective.

Management’s Report on Internal Control over Financial Reporting 

As required by SEC rules and regulations implementing Section 404 of the Sarbanes-Oxley Act, our management is responsible for establishing and maintaining adequate internal control over financial reporting. 
Our internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of our financial statements for external reporting purposes 
in accordance with GAAP. Because of its inherent limitations, internal control over financial reporting may not prevent or detect errors or misstatements in our financial statements. Also, projections of any evaluation 
of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree or compliance with the policies or procedures may deteriorate. 
Management assessed the effectiveness of our internal control over financial reporting at December 31, 2023. In making these assessments, management used the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission in Internal Control - Integrated Framework (2013). Based on our assessments and those criteria, management concluded that, as of December 31, 2023, our internal 
control over financial reporting was effective. 
 
Remediation Efforts to Address a Previously Identified Material Weakness in Internal Control over Financial Reporting

In 2022, our management concluded that our control around the interpretation and accounting for certain complex financial instruments we previously issued was not effectively designed or maintained as described 
in Item 9.A. of the Company's 2022 Form 10-K. 
 
To address this material weakness, management has devoted, and plans to continue to devote, significant effort and resources to the remediation and improvement of its internal control over financial reporting and 
to enhance controls and improve internal communications within the Company and its financial reporting advisors. While we have processes to identify and appropriately apply applicable accounting requirements, 
we enhanced these processes to better evaluate our research and understanding of the nuances of the complex accounting standards that apply to our financial reporting requirements by utilizing the expertise of 
outside financial reporting advisors to support the Company in evaluating these transactions. With respect to the material weakness surrounding the completeness and accuracy of liabilities, we implemented 
additional review procedures to enable the Company to effectively search for and identify material unrecorded liabilities on a timely basis,
 
Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during the most recently completed fiscal quarter that has materially affected, or is reasonably likely to materially affect, our internal control 
over financial reporting.
 
Item 9B. Other Information.

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

Not Applicable
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PART III

Item 10. Directors, Executive Officers and Corporate Governance.

Incorporated by reference from the information in our Proxy Statement for our 2024 Annual Meeting of Stockholders, which we will file with the SEC within 120 days of the end of the fiscal year to which this Annual 
Report relates.

Item 11. Executive Compensation.

Incorporated by reference from the information in our Proxy Statement for our 2024 Annual Meeting of Stockholders, which we will file with the SEC within 120 days of the end of the fiscal year to which this Annual 
Report relates.

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

Incorporated by reference from the information in our Proxy Statement for our 2024 Annual Meeting of Stockholders, which we will file with the SEC within 120 days of the end of the fiscal year to which this Annual 
Report relates.

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

Incorporated by reference from the information in our Proxy Statement for our 2024 Annual Meeting of Stockholders, which we will file with the SEC within 120 days of the end of the fiscal year to which this Annual 
Report relates.

Item 14. Principal Accounting Fees and Services.

Incorporated by reference from the information in our Proxy Statement for our 2024 Annual Meeting of Stockholders, which we will file with the SEC within 120 days of the end of the fiscal year to which this Annual 
Report relates. 
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PART IV

 

Item 15. Exhibits and Financial Statement Schedules
 
a) The following financial statements are included in this Annual Report on Form 10-K:

(1) List of Financial Statements: The financial statements required by this item are listed in Item 8, “Financial Statements and Supplementary Data” herein.

(2) List of Financial Statement Schedules: All financial statement schedules have been omitted because they are not applicable, not required or the information required is shown in the financial 
statements or notes thereto.

 
(3) List of Exhibits

Exhibit Index
 

Exhibit
Number

  
Description

2.1†
 

 Agreement and Plan of Merger, by and among Carmell Corporation, Aztec Merger Sub, Inc. and Axolotl Biologix, Inc., dated July 26, 2023 (incorporated by reference to Exhibit 10.1 to the 
Company’s Current Report on Form 8-K, filed with the SEC on August 1, 2023).
 

2.2
 

 First Amendment to Agreement and Plan of Merger, by and among Carmell Therapeutics Corporation, Aztec Merger Sub, Inc. and Axolotl Biologix, Inc., dated August 9, 2023 (incorporated 
by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on August 14, 2023).
 

2.3†
 

 Business Combination Agreement, dated as of January 4, 2023, by and among Alpha Healthcare Acquisition Corp. III, Candy Merger Sub, Inc. and Carmell Therapeutics Corporation. 
(incorporated by reference to Annex A to the proxy statement/prospectus contained in the Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

3.1
 

 Third Amended and Restated Certificate of Incorporation of Carmell Therapeutics Corporation. (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed 
with the SEC on July 20, 2023).
 

3.2
 

 Amendment to Third Amended and Restated Certificate of Incorporation of Carmell Corporation (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed 
with the SEC on August 1, 2023).
 

3.3
 

 Bylaws of Carmell Therapeutics Corporation (incorporated by reference to Exhibit 3.3 to the Company’s Current Report on Form 8-K, filed with the SEC on July 20, 2023).
 

4.1*  Description of Securities.
 

4.2
 

 Warrant Agreement, dated July 26, 2021, by and between Alpha Healthcare Acquisition Corp. III and Continental Stock Transfer & Trust Company (incorporated by reference to Exhibit 4.1 to 
the Company’s Current Report on Form 8-K filed with the SEC on July 29, 2021).
 

4.3
 

 Certificate of Designation of Preferences, Rights and Limitations of Series A Convertible Voting Preferred Stock (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on 
Form 8-K filed with the SEC on August 14, 2023).
 

10.1†
 

 Investor Rights and Lock-up Agreement, dated July 14, 2023, by and among Carmell Therapeutics Corporation (f/k/a Alpha Healthcare Acquisition Corp. III), and the parties listed as 
Investors thereto (incorporated by reference to Exhibit 10.6 to the Company’s Quarterly Report on Form 10-Q filed with the SEC on August 14, 2023).
 

10.2
 

 Form of Indemnification Agreement (incorporated by reference to Exhibit 10.7 to the Company’s Quarterly Report on Form 10-Q filed with the SEC on August 14, 2023).
 

10.3+  2023 Equity Incentive Plan of Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.3 to Company’s Registration Statement on S-4/A filed with the SEC on June 23, 
2023).
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https://www.sec.gov/ix?doc=/Archives/edgar/data/0001842939/000119312523200597/d525835d8k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001842939/000119312523211437/d512799d8k.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523170445/d444985ds4a.htm#tx444985_29
https://www.sec.gov/Archives/edgar/data/1842939/000119312523190559/d513602dex31.htm
https://www.sec.gov/Archives/edgar/data/0001842939/000119312523200597/d525835dex31.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001842939/000119312523190559/d513602d8k.htm
https://www.sec.gov/Archives/edgar/data/1842939/000121390021039290/ea144861ex4-1_alphahealth3.htm
https://www.sec.gov/Archives/edgar/data/0001842939/000119312523211437/d512799dex31.htm
https://www.sec.gov/Archives/edgar/data/0001842939/000119312523212538/d510633dex106.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523170445/d444985ds4a.htm#ii444985_5


 
   
10.4+*  Form of Grant Agreement under 2023 Equity Incentive Plan of Carmell Therapeutics Corporation

 
10.5
 

 License Agreement, dated January 30, 2008, by and between Carnegie Mellon University and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.5 to the Company’s 
Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.6
 

 Amendment #1 to License Agreement, dated July 19, 2011, by and between Carnegie Mellon University and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.6 to 
the Company’s Registration Statement on S-4/A, filed with the SEC on June 21, 2023).
 

10.7
 

 Amendment #2 to License Agreement, dated February 8, 2016, by and between Carnegie Mellon University and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.7 
to the Company’s Registration Statement on S-4/A, filed with the SEC on June 21, 2023).
 

10.8
 

 Amendment #3 to License Agreement, dated February 27, 2020, by and between Carnegie Mellon University and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.8 
to the Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.9
 

 Amendment #4 to License Agreement, dated November 23, 2021, by and between Carnegie Mellon University and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 
10.9 to the Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.10
 

 Office Lease Agreement, dated March 27, 2017, by and between RJ Equities LP and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.18 to the Company’s 
Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

 10.11
 

 Office Lease Agreement, dated March 21, 2019, by and between RJ Equities LP and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.19 to the Company’s 
Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.12
 

 First Amendment to Office Lease Agreement, dated March 21, 2019, by and between RJ Equities LP and Carmell Therapeutics Corporation (incorporated by reference to Exhibit 10.20 to the 
Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.13
 

 10% Original Issue Discount Senior Secured Convertible Note Due January 19, 2023, by and between Carmell Therapeutics Corporation and Puritan Partners LLC (incorporated by reference 
to Exhibit 10.21 to the Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.14
 

 10% Original Issue Discount Senior Secured Convertible Note Due January 19, 2023, by and between Carmell Therapeutics Corporation and Verition Multi-Strategy Master Fund Ltd. 
(incorporated by reference to Exhibit 10.22 to the Company’s Registration Statement on S-4/A filed with the SEC on June 21, 2023).
 

10.15+
 

 Executive Employment Agreement between Carmell Corporation and Rajiv Shukla, dated December 29, 2023 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on 
Form 8-K filed with the SEC on January 5, 2024).
 

 10.16
 

 Letter of Intent by and between Alpha Healthcare Acquisition Corp. III and the investor named therein related to Equity Line of Credit, dated as of May 5, 2023 (incorporated by reference to 
Exhibit 10.32 to the Company’s Registration Statement on Form S-4/A filed with the SEC on May 26, 2023).
 

10.17
 

 Form of Common Stock Purchase Agreement by and between Alpha Healthcare Acquisition Corp. III, Carmell Therapeutics Corporation and the investor named therein (incorporated by 
reference to Exhibit 10.33 to the Company’s Registration Statement on Form S-4/A filed with the SEC on June 8, 2023).
 

10.18
 

 Forward Purchase Agreement, dated July 9, 2023 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed with the SEC on July 10, 2023).
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https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex108.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex109.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1010.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1011.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1012.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1021.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1022.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1023.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1024.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523078025/d444985dex1025.htm
https://www.sec.gov/Archives/edgar/data/0001842939/000095017024002495/ctcx-ex10_1.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001842939/000119312523155580/d444985ds4a.htm
https://www.sec.gov/Archives/edgar/data/1842939/000119312523163527/d444985dex1033.htm
https://www.sec.gov/Archives/edgar/data/0001842939/000119312523184219/d526622dex101.htm


 
10.19  Non-Redemption Agreement, dated July 9, 2023 (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K filed with the SEC on July 10, 2023).

 
14.1#*  Carmell Corporation Code of Business Conduct and Ethics

 
21.1*  Subsidiaries of Carmell Corporation.

 
31.1*  Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley 

Act of 2002.
 

31.2*  Certification of Principal Financial Officer Pursuant to Rules` 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002.
 

32.1**  Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
 

32.2**  Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

97.1*  Carmell Corporation Compensation Recovery Policy

Exhibit 101:

101.INS  Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because 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 Taxonomy Extension Definition Linkbase Document
 

101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
 

101.PRE  Inline XBRL Taxonomy Extension Presentation Linkbase Document
 

 
 
* Filed herewith

** This certification will not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liability of that section. Such certification will not be deemed 
to be incorporated by reference into any filing under the Securities Act of 1933, as amended, except to the extent specifically incorporated by reference into such filing.

+ Indicates a management contract or compensatory plan.

# The Registrant's Code of Business Conduct and Ethics is posted to its corporate website, www.carmellcorp.com. A copy of the code can also be obtained by submitting a written request to the Registrant at 2403 
Sidney Street, Suite 300, Pittsburgh, PA 15203 or by email to ethics@carmellcorp.com.

† Annexes, schedules and exhibits to this Exhibit omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company agrees to furnish supplementally a copy of any omitted schedule or exhibit to the SEC upon 
request.

Item 16. Form 10-K Summary

Not Applicable
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SIGNATURES
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 Carmell Corporation
   
Date: April 1, 2024 By: /s/ Rajiv Shukla
  Name: Rajiv Shukla
  Chief Executive Officer and Chairman
   (Principal Executive Officer)
 Carmell Corporation
   
Date: April 1, 2024 By: /s/ Bryan J. Cassaday
  Name: Bryan J. Cassaday
  Chief Financial Officer
  (Principal Financial and Accounting Officer)
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indicated.
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EXHIBIT 4.1

DESCRIPTION OF CARMELL CORPORATION’S SECURITIES
REGISTERED PURSUANT TO SECTION 12 OF THE

SECURITIES EXCHANGE ACT OF 1934 

 

Carmell Corporation (the “Company”) has two classes of securities registered under Section 12 of the Securities Exchange Act of 1934, as amended: the 
Company’s common stock, par value $0.0001 per share (“Common Stock”), and the Company’s redeemable warrants, each whole warrant exercisable for one share of 
Common Stock at an exercise price of $11.50 (collectively, the “Warrants”). The following is a summary of the material terms and provisions of the Common Stock and 
Warrants and certain relevant provisions of the General Corporation Law of the State of Delaware (the “DGCL”), and does not purport to be complete. It is subject to and 
qualified in its entirety by reference to the Company’s Third Amended and Restated Certificate of Incorporation, as amended (the “Certificate of Incorporation”), the 
Company’s Bylaws (the “Bylaws”) and the warrant agreement, dated as of dated July 26, 2021 (the “Warrant Agreement”), by and between the Company and Continental 
Stock Transfer & Trust Company, as warrant agent (“Warrant Agent”), copies of which are incorporated by reference as exhibits to the Annual Report on Form 10-K of which 
this exhibit is a part, and by the applicable provisions of the DGCL. The Company encourages you to read the Certificate of Incorporation, the Bylaws, the Warrant 
Agreement and the applicable provisions of the DGCL for additional information.

Authorized Capital Stock

Under the Certificate of Incorporation, the Company is authorized to issue up to 270,000,000 shares of capital stock, consisting of 250,000,000 shares of 
Common Stock and 20,000,000 shares of preferred stock, par value $0.0001 per share (the “Preferred Stock”), of which, as of December 31, 2023, 4,243 shares of Preferred 
Stock were designated as “Series A Convertible Preferred Stock” (“Series A Preferred Stock”). As of December 31, 2023, 23,090,585 shares of Common Stock were 
outstanding and 4,243 shares of Series A Preferred Stock were outstanding. 

Common Stock

 Voting Rights. Except as otherwise provided in the Certificate of Incorporation or Bylaws, each stockholder is entitled to one vote for each share of Common Stock registered 
in the name of such stockholder upon the books of the Company. Except as otherwise required by law or the Certificate of Incorporation, at any annual or special meeting of 
the stockholders of the Company, holders of Common Stock shall have the exclusive right to vote for the election of directors and on all other matters properly submitted to a 
vote of the stockholders; provided, however, that, except as otherwise required by law or the Certificate of Incorporation, holders of shares of Common Stock shall not be 
entitled to vote on any amendment to the Certificate of Incorporation that relates solely to the terms of one or more outstanding series of Preferred Stock if the holders of 
such affected series of Preferred Stock are entitled exclusively, either separately or together with the holders of one or more other such series, to vote thereon pursuant to 
the Certificate of Designation or the DGCL. 
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Dividends. Subject to applicable law, the rights, if any, of the holders of any outstanding series of the Preferred Stock, the holders of shares of Common Stock are 
entitled to receive, equally on a per share basis, such dividends and other distributions (payable in cash, property or capital stock of the Company) when, as and if declared 
thereon by the Company’s Board of Directors (the “Board”) from time to time out of any assets or funds of the Company legally available therefor. The Company has not 
historically paid any cash dividends on the Common Stock to date, and it does not intend to pay cash dividends in the foreseeable future. Any future determination related to 
the Company’s dividend policy will be made at the discretion of the Board and will depend on a number of factors, including future earnings, capital requirements, financial 
conditions, future prospectus, contractual restrictions and covenants and other factors that the Board may deem relevant.

Liquidation Rights. Subject to applicable law, the rights, if any, of the holders of any outstanding series of the Preferred Stock, in the event of any voluntary or 
involuntary liquidation, dissolution or winding up of the Company, after payment or provision for payment of the debts and other liabilities of the Company, the holders of 
shares of Common Stock are entitled to receive all the remaining assets of the Company available for distribution to its stockholders, ratably in proportion to the number of 
shares held by them.

Preemptive Rights or Other Rights. No holder of shares of Common Stock are entitled to preemptive or subscription rights contained in the Certificate of 
Incorporation or in the Bylaws. There are no redemption or sinking fund provisions applicable to the Common Stock. The rights, preferences and privileges of holders of the 
Common Stock will be subject to those of the holders of any shares of the Preferred Stock that the Company may issue in the future.

Preferred Stock

The Board has the authority to issue shares of Preferred Stock from time to time on terms it may determine, to divide shares of Preferred Stock into one or more 
series and to fix the voting rights, if any, designations, powers, preferences and relative, participating, optional, special and other rights, if any, of each such series and any 
qualifications, limitations and restrictions thereof. The issuance of Preferred Stock could have the effect of decreasing the trading price of the Common Stock, restricting 
dividends on the Company’s capital stock, diluting the voting power of the Common Stock, impairing the liquidation rights of the Company’s capital stock or delaying or 
preventing a change in control of the Company. 

The following summarizes the rights of holders of the Series A Preferred Stock: 

Voting Rights. Except as provided in the Certificate of Incorporation, holders of the Series A Preferred Stock are entitled to vote together with the Common Stock 
on an as-converted basis, with each holder of Series A Preferred Stock being entitled to one vote for each whole share of Common Stock into which their Series A Preferred 
Stock is then-convertible on all matters submitted to a vote of the Company’s stockholders; provided that the number of shares that shall be deemed issued upon conversion 
of the Series A Preferred Stock (for purposes of calculating the number of aggregate votes the holders of Series A Preferred Stock are entitled to on an as-converted basis) 
will be equal to 19.9% of the Company’s outstanding shares of Common Stock as of the date of issuance of the Series A Preferred Stock (the “Cap”) with each 
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holder being able to vote the number of shares of Series A Preferred Stock held by it relative to the total number of shares of Series A Preferred Stock then outstanding 
multiplied by the Cap. 

Dividends. While shares of Series A Preferred Stock are issued and outstanding, holders of shares of Common Stock are entitled to receive dividends equal (on 
an as-converted basis) to and in the same form as dividends actually paid on shares of Common Stock when, as and if such dividends are paid.

Liquidation Rights. Prior to the approval by the Company’s stockholders (excluding any holders of Series A Preferred Stock) of the issuance of all Common Stock 
upon conversion of the Series A Preferred Stock (the “Requisite Approval”), in the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, 
including a change of control transaction, the holders of shares of Series A Preferred Stock then outstanding will be entitled to be paid out of the assets of the Company 
available for distribution to its stockholders, the amount per share if such holders converted all of the Series A Preferred Stock into Common Stock.

Conversion. Prior to the receipt of the Requisite Approval, the Series A Preferred Stock is not convertible. On the tenth trading day following announcement of the 
Requisite Approval, each share of Series A Preferred Stock will automatically convert into one thousand (1,000) shares of Common Stock. 

Preemptive Rights or Other Rights. No holder of shares of Series A Preferred Stock is entitled to preemptive or subscription rights contained in the Certificate of 
Incorporation or in the Bylaws. There are no redemption or sinking fund provisions applicable to the Series A Preferred Stock. 

Anti-Takeover Effects of Provisions of Delaware Law, the Certificate of Incorporation, and the Bylaws

The following paragraphs regarding certain provisions of the DGCL, the Certificate of Incorporation, and the Bylaws are summaries of the material terms thereof 
and do not purport to be complete. You are urged to read the applicable provisions of the DGCL, the Certificate of Incorporation and the Bylaws.

Delaware Anti-Takeover Law

The Company is subject to Section 203 of the DGCL (“Section 203”). Section 203 generally prohibits a public Delaware corporation from engaging in a “business 
combination” with an “interested stockholder” for a period of three years following the time that such stockholder became an interested stockholder, unless:

• prior to such time the board of directors of the corporation approved either the business combination or the transaction which resulted in the stockholder 
becoming an interested stockholder;

• upon consummation of the transaction which resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at least 85% of 
the voting stock of the corporation outstanding at the time the transaction commenced, excluding 
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for purposes of determining the voting stock outstanding (but not the outstanding voting stock owned by the interested stockholder) those shares owned (i) by 
persons who are directors and also officers and (ii) employee stock plans in which employee participants do not have the right to determine confidentially whether 
shares held subject to the plan will be tendered in a tender or exchange offer; or

• at or subsequent to such time the business combination is approved by the board of directors and authorized at an annual or special meeting of stockholders, and 
not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock which is not owned by the interested stockholder.

In general, Section 203 defines a business combination to include:

• any merger or consolidation involving the corporation and the interested stockholder;

• any sale, transfer, pledge or other disposition involving the interested stockholder of 10% or more of the assets of the corporation;

• subject to exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the interested stockholder;

• subject to exceptions, any transaction involving the corporation that has the effect of increasing the proportionate share of the stock of any class or series of the 
corporation beneficially owned by the interested stockholder; or

• the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits provided by or through the 
corporation.

In general, Section 203 defines an interested stockholder as any entity (other than the corporation and any direct or indirect majority-owned subsidiary of the 
corporation) or person beneficially owning 15% or more of the outstanding voting stock of the corporation and any entity or person affiliated with, associated with or 
controlling or controlled by such entity or person.

Certificate of Incorporation and Bylaws

The following provisions of the Certificate of Incorporation and Bylaws may make a change in control of the Company more difficult and could delay, defer or 
prevent a tender offer or other takeover attempt that a stockholder might consider to be in its best interest, including takeover attempts that might result in the payment of a 
premium to stockholders over the market price for their shares. These provisions also may promote the continuity of the Company’s management by making it more difficult 
for a person to remove or change the incumbent members of the Board. The Certificate of Incorporation and Bylaws:

• permit the Board to issue up to 20,000,000 shares of Preferred Stock, with any rights, preferences and privileges as the Board may designate, including the right 
to approve an acquisition or other change of control;
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• provide that the number of directors of the Company may be changed only by resolution of the Board;

• provide that, subject to the rights of any series of Preferred Stock to elect directors, directors may be removed only with cause by the holders of at least 66 2/3% 
of the voting power of the then outstanding shares of capital stock of the Company entitled to vote generally in the election of directors, voting together as a single 
class;

• provide that all vacancies, including newly created directorships, may, except as otherwise required by law, be filled by the affirmative vote of a majority of 
directors then in office, even if less than a quorum;

• provide that special meetings of the Company’s stockholders may be called only by the Chairman of the Board, the President of the Company, the Board or the 
holders of not less than 50% of the outstanding stock entitled to vote at such meeting; 

• provide that the Board will be divided into three classes of directors, with the directors serving three-year terms, therefore making it more difficult for stockholders 
to change the composition of the Board; and

• not provide for cumulative voting rights, therefore allowing directors to be elected by a plurality of the votes cast by the stockholders present in person or 
represented by proxy at the meeting and entitled to vote thereon.

These provisions are intended to enhance the likelihood of continued stability in the composition of the Board and its policies and to discourage coercive takeover 
practices and inadequate takeover bids. These provisions are also designed to reduce the Company’s vulnerability to hostile takeovers and to discourage certain tactics that 
may be used in proxy fights. However, such provisions could have the effect of discouraging others from making tender offers for the Company’s shares and may have the 
effect of delaying changes in control or management. As a consequence, these provisions may also inhibit fluctuations in the market price of the Company’s stock.

Public Warrants

Each whole Warrant issued in the initial public offering of the Company (formerly known as Alpha Healthcare Acquisition Corp. III (“ALPA”)) which closed on July 
29, 2021 (the “Initial Public Offering”) entitles the registered holder to purchase one share of Common Stock at a price of $11.50 per share, subject to adjustment as 
discussed below, at any time commencing on the later of 12 months from the closing of the Initial Public Offering and 30 days after the completion of the business 
combination (the “Business Combination”) pursuant to the terms of the Business Combination Agreement, dated as of January 4, 2023 (the “Business Combination 
Agreement”), by and among ALPA, Candy Merger Sub, Inc., and Carmell Therapeutics Corporation. Pursuant to the Warrant Agreement, a Warrant holder may exercise its 
Warrants only for a whole number of shares of Common Stock. This means that only a whole Warrant may be exercised at any given time by a Warrant holder. No fractional 
Warrants will be issued 
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upon separation of the units of ALPA consisting of one share of Class A Common Stock (as defined below) and one-fourth of a Warrant (the “Units”) and only whole Warrants 
will trade.

The Warrants will expire five years after the completion of the Business Combination on July 14, 2023, at 5:00 P.M., New York City time, or earlier upon 
redemption or liquidation.

The Company will not be obligated to deliver any shares of Common Stock pursuant to the exercise of a Warrant and will have no obligation to settle such 
Warrant exercise unless a registration statement under the Securities Act of 1933, as amended (the “Securities Act”), with respect to the shares of Common Stock underlying 
the Warrants is then effective and a prospectus relating thereto is current, subject to the Company satisfying its obligations described below with respect to registration. No 
Warrant will be exercisable and the Company will not be obligated to issue shares of Common Stock upon exercise of a Warrant unless Common Stock issuable upon such 
Warrant exercise has been registered, qualified or deemed to be exempt under the securities laws of the state of residence of the registered holder of the Warrants. In the 
event that the conditions in the two immediately preceding sentences are not satisfied with respect to a Warrant, the holder of such Warrant will not be entitled to exercise 
such Warrant and such Warrant may have no value and expire worthless. In no event will the Company be required to net cash settle any Warrant. In the event that a 
registration statement is not effective for the exercised Warrants, the purchaser of a Unit containing such Warrant will have paid the full purchase price for the Unit solely for 
the share of Common Stock underlying such Unit.

The Company has not registered the shares of Common Stock issuable upon exercise of the Warrants. However, the Company has agreed that as soon as 
practicable, but in no event later than 15 business days after the closing of the Business Combination, the Company will use its best efforts to file with the Securities and 
Exchange Commission (the “SEC”) a registration statement covering the shares of Common Stock issuable upon exercise of the Warrants, to cause such registration 
statement to become effective and to maintain a current prospectus relating to those shares of Common Stock until the Warrants expire or are redeemed, as specified in the 
Warrant Agreement. If a registration statement covering the shares of Common Stock issuable upon exercise of the Warrants is not effective by the 60th business day after 
the closing of the Business Combination, Warrant holders may, until such time as there is an effective registration statement and during any period when the Company will 
have failed to maintain an effective registration statement, exercise Warrants on a “cashless basis” in accordance with Section 3(a)(9) of the Securities Act or another 
exemption. Notwithstanding the foregoing, if a registration statement covering the Common Stock issuable upon exercise of the Warrants is not effective within a specified 
period following the consummation of the Business Combination, Warrant holders may, until such time as there is an effective registration statement and during any period 
when the Company shall have failed to maintain an effective registration statement, exercise their Warrants on a cashless basis pursuant to the exemption provided by 
Section 3(a)(9) of the Securities Act, provided that such exemption is available. If that exemption, or another exemption, is not available, holders will not be able to exercise 
their Warrants on a cashless basis.

Once the Warrants become exercisable, the Company may call the Warrants for redemption: 
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• in whole and not in part;

• at a price of $0.01 per Warrant;

• upon not less than 30 days’ prior written notice of redemption given after the Warrants become exercisable (the “30-day redemption period”) to each Warrant holder; 
and

• if, and only if, the reported last sale price of the Common Stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends, reorganizations, 
recapitalizations and the like) for any 20 trading days within a 30-trading day period commencing once the Warrants become exercisable and ending three business 
days before the Company sends the notice of redemption to the Warrant holders.

If and when the Warrants become redeemable by the Company, the Company may not exercise its redemption right if the issuance of shares of Common Stock upon 
exercise of the Warrants is not exempt from registration or qualification under applicable state blue sky laws or the Company is unable to effect such registration or 
qualification.

The Company has established the last of the redemption criterion discussed above to prevent a redemption call unless there is at the time of the call a significant 
premium to the Warrant exercise price. If the foregoing conditions are satisfied and the Company issues a notice of redemption of the Warrants, each Warrant holder will be 
entitled to exercise its Warrant prior to the scheduled redemption date. However, the price of the Common Stock may fall below the $18.00 redemption trigger price (as 
adjusted for stock splits, stock dividends, reorganizations, recapitalizations and the like) as well as the $11.50 Warrant exercise price after the redemption notice is issued.

If the Company calls the Warrants for redemption as described above, the Company’s management will have the option to require any holder that wishes to exercise its 
Warrant to do so on a “cashless basis.” In determining whether to require all holders to exercise their Warrants on a “cashless basis,” the Company’s management will 
consider, among other factors, the Company’s cash position, the number of Warrants that are outstanding and the dilutive effect on the Company’s stockholders of issuing 
the maximum number of shares of Common Stock issuable upon the exercise of the Warrants. If the Company’s management takes advantage of this option, all holders of 
Warrants would pay the exercise price by surrendering their Warrants for that number of shares of Common Stock equal to the quotient obtained by dividing (i) the product of 
the number of shares of Common Stock underlying the Warrants, multiplied by the difference between the exercise price of the Warrants and the “fair market value” (defined 
below) by (ii) the fair market value. The “fair market value” for this purpose shall mean the average reported last sale price of the Common Stock for the 10 trading days 
ending on the third trading day prior to the date on which the notice of redemption is sent to the holders of Warrants. If the Company’s management takes advantage of this 
option, the notice of redemption will contain the information necessary to calculate the number of shares of Common Stock to be received upon exercise of the Warrants, 
including the “fair market value” in such case. If the Company calls the Warrants for redemption and the Company’s management does not take advantage of this option, 
AHAC Sponsor III LLC, ALPA’s sponsor (the “Sponsor”) and its permitted transferees would still be entitled to exercise their Private Placement Warrants (as 
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defined below) for cash or on a cashless basis using the same formula described above that other Warrant holders would have been required to use had all Warrant holders 
been required to exercise their Warrants on a cashless basis.

A holder of a Warrant may notify the Company in writing in the event it elects to be subject to a requirement that such holder will not have the right to exercise such 
Warrant, to the extent that after giving effect to such exercise, such person (together with such person’s affiliates), to the Warrant Agent’s actual knowledge, would 
beneficially own in excess of 4.9% or 9.8% (or such other amount as a holder may specify) of the shares of Common Stock outstanding immediately after giving effect to 
such exercise.

If the number of outstanding shares of Common Stock is increased by a stock dividend payable in shares of Common Stock, or by a split-up of shares of Common 
Stock or other similar event, then, on the effective date of such stock dividend, split-up or similar event, the number of shares of Common Stock issuable on exercise of each 
whole Warrant will be increased in proportion to such increase in the outstanding shares of Common Stock. A rights offering to holders of Common Stock entitling holders to 
purchase shares of Common Stock at a price less than the fair market value will be deemed a stock dividend of a number of shares of Common Stock equal to the product of 
(i) the number of shares of Common Stock actually sold in such rights offering (or issuable under any other equity securities sold in such rights offering that are convertible 
into or exercisable for Common Stock) and (ii) one (1) minus the quotient of (a) the price per share of Common Stock paid in such rights offering divided by (b) the fair market 
value. For these purposes (i) if the rights offering is for securities convertible into or exercisable for Common Stock, in determining the price payable for Common Stock, 
there will be taken into account any consideration received for such rights, as well as any additional amount payable upon exercise or conversion and (ii) fair market value 
means the volume weighted average price of Common Stock as reported during the 10 trading day period ending on the trading day prior to the first date on which the shares 
of Common Stock trade on the applicable exchange or in the applicable market, regular way, without the right to receive such rights.

In addition, if the Company, at any time while the Warrants are outstanding and unexpired, pays a dividend or makes a distribution in cash, securities or other assets to 
the holders of Common Stock on account of such shares of Common Stock (or other shares of the Company’s capital stock into which the Warrants are convertible), other 
than (i) as described above, (ii) certain ordinary cash dividends, (iii) to satisfy the redemption rights of the holders of Common Stock in connection with a proposed initial 
business combination, (iv) to satisfy the redemption rights of the holders of Common Stock in connection with a stockholder vote to amend the Certificate of Incorporation (a) 
to modify the substance or timing of the Company’s obligation to allow redemption in connection with its initial business combination or certain amendments to the 
Company’s Certificate of Incorporation prior thereto or to redeem 100% of the Common Stock if the Company does not complete its initial business combination within 24 
months from the closing of the Initial Public Offering or (b) with respect to any other provision relating to stockholders’ rights or pre-initial business combination activity, or in 
connection with the redemption of the Class A common stock of ALPA, par value $0.0001 per share (“Class A Common Stock”), issued in the Initial Public Offering upon the 
Company’s failure to complete its initial business combination, then the Warrant exercise price will be decreased, effective immediately after the effective date of such event, 
by the amount of cash and/or the fair market 
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value of any securities or other assets paid on each share of Common Stock in respect of such event.

If the number of outstanding shares of the Company’s Common Stock is decreased by a consolidation, combination, reverse stock split or reclassification of shares of 
Common Stock or other similar event, then, on the effective date of such consolidation, combination, reverse stock split, reclassification or similar event, the number of 
shares of Common Stock issuable on exercise of each Warrant will be decreased in proportion to such decrease in outstanding shares of Common Stock.

Whenever the number of shares of Common Stock purchasable upon the exercise of the Warrants is adjusted, as described above, the Warrant exercise price will be 
adjusted by multiplying the Warrant exercise price immediately prior to such adjustment by a fraction (i) the numerator of which will be the number of shares of Common 
Stock purchasable upon the exercise of the Warrants immediately prior to such adjustment, and (ii) the denominator of which will be the number of shares of Common Stock 
so purchasable immediately thereafter.

In case of any reclassification or reorganization of the outstanding shares of Common Stock (other than those described above or that solely affects the par value of 
such shares of Common Stock), or in the case of any merger or consolidation of the Company with or into another corporation (other than a consolidation or merger in which 
the Company is the continuing corporation and that does not result in any reclassification or reorganization of the outstanding shares of Common Stock), or in the case of 
any sale or conveyance to another corporation or entity of the assets or other property of the Company as an entirety or substantially as an entirety in connection with which 
the Company is dissolved, the holders of the Warrants will thereafter have the right to purchase and receive, upon the basis and upon the terms and conditions specified in 
the Warrants and in lieu of the shares of Common Stock immediately theretofore purchasable and receivable upon the exercise of the rights represented thereby, the kind 
and amount of shares of stock or other securities or property (including cash) receivable upon such reclassification, reorganization, merger or consolidation, or upon a 
dissolution following any such sale or transfer, that the holder of the Warrants would have received if such holder had exercised their Warrants immediately prior to such 
event. However, if less than 70% of the consideration receivable by the holders of Common Stock in such a transaction is payable in the form of Common Stock in the 
successor entity that is listed for trading on a national securities exchange or is quoted in an established over-the-counter market, or is to be so listed for trading or quoted 
immediately following such event, and if the registered holder of the Warrant properly exercises the Warrant within 30 days following public disclosure of such transaction, the 
Warrant exercise price will be reduced as specified in the Warrant Agreement based on the Black-Scholes value (as defined in the Warrant Agreement) of the Warrant. The 
purpose of such exercise price reduction is to provide additional value to holders of the Warrants when an extraordinary transaction occurs during the exercise period of the 
Warrants pursuant to which the holders of the Warrants otherwise do not receive the full potential value of the Warrants in order to determine and realize the option value 
component of the Warrant. This formula is to compensate the Warrant holder for the loss of the option value portion of the Warrant due to the requirement that the Warrant 
holder exercise the Warrant within 30 days of the event. The Black-Scholes model is an accepted pricing model for estimating fair market value where no quoted market price 
for an instrument is available.
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The Warrants are issued in registered form under the Warrant Agreement. The Warrant Agreement provides that the terms of the Warrants may be amended without 
the consent of any holder to cure any ambiguity or correct any mistake but requires the approval by the holders of at least a majority of the then outstanding Warrants to 
make any change that adversely affects the interests of the registered holders of Warrants.

In addition, if (i) the Company issues additional shares of Common Stock or equity-linked securities for capital raising purposes in connection with the closing of the 
Business Combination at a Newly Issued Price (as defined in the Warrant Agreement) of less than $9.20 per share of Common Stock (with such issue price or effective issue 
price to be determined in good faith by the Board and, in the case of any such issuance to the Sponsor or its affiliates, without taking into account any shares of Class B 
common stock, par value $0.0001 per share, of ALPA initially purchased by the Sponsor (and the shares of Class A Common Stock issuable upon conversion thereof) held 
by the Sponsor or such affiliates, as applicable, prior to such issuance), (ii) the aggregate gross proceeds from such issuances represent more than 60% of the total equity 
proceeds, and interest thereon, available for the funding of the Business Combination on the date of the consummation of the Business Combination (net of redemptions), 
and (iii) the Market Value (as defined in the Warrant Agreement) is below $9.20 per share, then the exercise price of the Warrants will be adjusted (to the nearest cent) to be 
equal to 115% of the greater of the Market Value and the Newly Issued Price, and the $18.00 per share redemption trigger price described above will be adjusted (to the 
nearest cent) to be equal to 180% of the greater of the Market Value and the Newly Issued Price.

The Warrants may be exercised upon surrender of the Warrant certificate on or prior to the expiration date at the offices of the Warrant Agreement, with the exercise 
form on the reverse side of the Warrant certificate completed and executed as indicated, accompanied by full payment of the exercise price (or on a cashless basis, if 
applicable) by certified or official bank check payable to the Company for the number of Warrants being exercised. The Warrant holders do not have the rights or privileges of 
holders of Common Stock and any voting rights until they exercise their Warrants and receive shares of Common Stock. After the issuance of shares of Common Stock upon 
exercise of the Warrants, each holder will be entitled to one vote for each share of Common Stock held of record on all matters to be voted on by stockholders.

No fractional shares will be issued upon exercise of the Warrants. If, upon exercise of the Warrants, a holder would be entitled to receive a fractional interest in a share, 
the Company will, upon exercise, round down to the nearest whole number of shares of Common Stock to be issued to the Warrant holder.

Private Placement Warrants

Except as described below, the warrants to purchase shares of Class A Common Stock that were issued to the Sponsor in connection with the Initial Public 
Offering (the “Private Placement Warrants”) have terms and provisions that are identical to those of the Warrants, except that the Private Placement Warrants and the shares 
of Class A Common Stock issuable upon exercise of the Private Placement Warrants were not transferable, assignable or salable until 30 days after the completion of a 
Business Combination, subject to certain limited exceptions.
 
 
 



EXHIBIT 4.1

Stock Exchange Listing

The Common Stock and Warrants are listed on the Nasdaq Capital Market under the symbols “CTCX” and “CTCXW,” respectively. 

Transfer Agent and Registrar 

 The transfer agent and registrar for the Common Stock and the Warrant Agent for the Warrants is the Continental Stock Transfer & Trust Company at 1 State St 30th floor, 
New York, NY 10004.

 
 
 
 
 



 

 

 
 Carmell Corporation 

 2023 Long-Term Incentive Plan
 Grant Agreement

 
 
This Grant Agreement, dated [*], (this “Grant Agreement”) evidences the grant of an option pursuant to the provisions of the Carmell Corporation Amended and Restated 2023 Long-
Term Incentive Plan, as amended (the “Plan”), by Carmell Corporation (the “Company”) to the individual whose name appears below (the “Participant”), covering the specific number of 
shares of Common Stock of the Company (“Shares”) set forth below, pursuant to the provisions of the Plan and on the following terms and conditions:
 
1. Name of Participant: [*]
 
2. Number of Shares subject to this option: [*] Shares
 

3. Exercise price per Share subject to this option: $[*]
 
4. Date of grant of this option: [*]
 
5. Vesting Commencement Date: [*]
 
6. Type of option: [*] Stock Option
 

Note: If more than $100,000 in value of Shares under this option (based on the Exercise Price) becomes exercisable in any calendar year, the excess shall be deemed a 
Nonqualified Stock Option even if "Incentive Stock Option" is indicated above.

 
7. Vesting Schedule: 25% of the Shares subject to this Option shall vest on the one-year anniversary of the Vesting Commencement Date, with the remaining Shares vesting thereafter in 

equal monthly installments on the 26th calendar day of each month over a period of thirty-six (36) months. Vesting ceases immediately upon termination of employment or 
service for any reason, and any portion of this option that has not vested on or prior to the date of such termination is forfeited on such date. Once vesting has occurred, the 
vested portion can be exercised at any time, subject to Section 8 below. If a Change of Control (as defined in the Plan) occurs and the Participant continues to be employed 
by or provide services to the Company until at least immediately prior to such Change of Control, all then unvested Shares shall become fully vested and exercisable 
immediately prior to the effective time of such Change of Control.

 
8. The last day on which the vested portion of this option can be exercised is the earliest of:

a. [*]

b. the date on which the Participant's employment or service terminates for “cause” (as defined in the Plan);

c. 90 days following the date that the Participant's employment or service terminates other than for “cause” (as defined in the Plan), death or “permanent disability” (as 
defined in the Plan); or

d. one year following the date that the Participant's employment or service terminates because of the Participant's death or “permanent disability” (as defined in the Plan).
 

 



 

9. The Participant hereby acknowledges receipt of a copy of the Plan as currently in effect. All of the terms and conditions of the Plan are incorporated herein by reference, and this Grant 
Agreement and the options granted hereunder are subject to such terms and conditions in all respects. Capitalized terms that are used but not otherwise defined herein shall 
have the meanings given to such terms in the Plan. This Grant Agreement (including Annex A attached hereto) and the Plan constitute the entire agreement of the parties 
with respect to the subject matter hereof and supersede any prior written or oral agreements. This Grant Agreement shall be governed by the laws of the State of Delaware 
without regard to the conflict of law provisions of such laws, which would result in the application of the law of any other jurisdiction. 

 
10. The grant of an option provided for herein is intended to be exempt from the provisions of Section 409A(a)(2) of the Internal Revenue Code of 1986, as amended. The Company 

may, without the consent of the Participant, make any changes to this Grant Agreement it determines are necessary to maintain such exemption.
 

11. If the Participant is entitled to exercise the vested portion of this option, and wishes to do so, in whole or in part, the Participant shall submit to the Company a notice of exercise, in the 
form attached as Annex A, specifying the exercise date and the number of Shares to be purchased pursuant to such exercise, and shall remit to the Company in a form 
satisfactory to the Company (in its sole discretion) the exercise price, plus an amount sufficient to satisfy any withholding tax obligations of the Company that arise in 
connection with such exercise.

 
 
 
 Accepted and Agreed: Carmell Corporation
 
 
 
 ______________________________ By:  

[*] Name: [*]
 Title: [*]
 
 
 



 

ANNEX A
 

Carmell Corporation
Notice of Exercise of Stock Option

 
 
Exercise of Option. Pursuant to the Carmell Corporation Amended and Restated 2009 Stock Incentive Plan, as amended (the “Plan”), and my agreement with Carmell Corporation (the 
“Company”) dated _____________ (the “Grant Agreement”), I hereby elect to exercise my stock option (the “Option”), to the extent of ____________ shares of the Company's Common 
Stock (the “Shares”), par value $0.001 per share.
 
Delivery of Payment. I hereby deliver to the Company a cashier's or certified check in the amount of $_________ in full payment of the purchase price of the Shares (which purchase 
price is determined by multiplying (a) the exercise price per Share as set forth in my Grant Agreement, by (b) the number of Shares as to which I am exercising the Option), or through 
such other payment method as agreed to by the Company in writing and permitted under the terms of the Plan. 
 

Representations. In connection with my exercise of the Option, I hereby represent to the Company as follows: 

1) I am acquiring the Shares solely for investment purposes, with no present intention of distributing or reselling any of the Shares or any interest therein other than pursuant to the 
Securities Act of 1933, as amended (the “Securities Act”). I acknowledge that the Shares have not been registered under the Securities Act. 

2) I am aware of the Company's business affairs and financial condition and have acquired sufficient information about the Company to reach an informed and knowledgeable decision 
to acquire the Shares. 

3) I understand that the Shares are “restricted securities” under applicable U.S. federal and state securities laws and that, pursuant to these laws, I must hold the Shares indefinitely 
unless they are registered with the Securities and Exchange Commission and qualified by state authorities, or unless an exemption from such registration and qualification requirements 
is available. I acknowledge that the Company has no obligation to register or qualify the Shares for resale. I further acknowledge that if an exemption from registration or qualification is 
available, it may be conditioned on various requirements including, but not limited to, the time and manner of sale, the holding period for the Shares, and requirements relating to the 
Company which are outside of my control, and which the Company is under no obligation to and may not be able to satisfy.

4) I understand that there is no public market for the Shares, that no market may ever develop for them, and that the Shares have not been approved or disapproved by the Securities 
and Exchange Commission or any governmental agency.

5) I understand that the Shares are subject to certain restrictions on transfer set forth in the Plan. Both the Plan and the Grant Agreement are incorporated herein by reference.

6) If all or any portion of the Option is an Incentive Stock Option, and if I make a disposition of the Shares 
 



 

acquired under the Option or such portion thereof within either two (2) years after the Option was granted to me or one (1) year after I exercised the Option with respect to the Shares, I 
shall promptly notify the Company, and the Company shall have the right to require me to pay to the Company an amount sufficient to satisfy any federal, state and local tax withholding 
obligations. I have consulted my own tax advisors to the extent that I have deemed it advisable in connection with my exercise of the Option, and I am not relying on the Company for 
any tax advice. In addition, I am not relying on any representation by the Company concerning any aspect of the taxation of this Option or the Shares acquired hereunder.
 
 
Submitted by the Option holder:
 
Date:   By:  
 

Print Name:  
 

Address:  
 

 
 

Social Security No.  
 
 
 
 

Received and Accepted by Carmell Corporation:
 

By:  
 

Print Name:  
 

Title:  
 
 
Note: If options are being exercised on behalf of a deceased Plan participant, this Notice must be signed by such participant's personal representative and must be accompanied by a 
certificate issued by an appropriate authority evidencing that the individual signing this Notice has been duly appointed and is currently serving as the participant's personal 
representative under applicable local law governing decedents' estates.
 



 

 EXHIBIT 14.1
 

CARMELL CORPORATION
 

CODE OF BUSINESS CONDUCT AND ETHICS
 

Introduction
 
Purpose and Scope
 

The Board of Directors (the “Board of Directors”) of Carmell Corporation (the “Company”) established this Code of Business Conduct and Ethics to aid the 
Company’s directors, officers, employees and certain designated agents in making ethical and legal decisions when conducting the Company’s business and performing 
their day-to-day duties.

 
The Company’s Board of Directors or a committee thereof is responsible for administering the Code. The Company expects its directors, officers, employees and 

designated agents to be familiar with the Code, adhere to the principles and procedures set forth in the Code and exercise reasonable judgment when conducting the 
Company’s business. The Company encourages its directors, officers, employees and designated agents to refer to this Code frequently to ensure that they are acting within 
both the letter and the spirit of this Code.

 
The Company’s directors, officers, employees and designated agents generally have other legal and contractual obligations to the Company. This Code is not 

intended to reduce or limit the other obligations that you may have to the Company. Instead, the standards in this Code should be viewed as the minimum standards that the 
Company expects from its directors, officers, employees and certain designated agents in the conduct of the Company’s business.

 
 

Standards of Conduct
 
Compliance with Laws, Rules and Regulations
 

The Company requires that all employees, officers, directors and designated agents comply with all laws, rules and regulations applicable to the Company, 
including those relating to accounting and auditing matters and insider trading. You are expected to use good judgment and common sense in seeking to comply with all 
applicable laws, rules and regulations and to ask for advice when you are uncertain about them.

 
Employees, officers, directors and designated agents who have material non-public information about the Company or other companies, including our suppliers 

and customers, as a result of their relationship with the Company are prohibited by law and Company policy from trading in securities of the Company or such other 
companies, as well as from communicating such information to others who might trade on the basis of that information. To help ensure that you do not engage in prohibited 
insider trading and avoid even the appearance of an improper transaction, 
 



 

the Company has adopted an Insider Trading Policy, which is distributed to employees and is also available from the legal department. If you are uncertain about the 
constraints on your purchase or sale of any Company securities or the securities of any other company that you are familiar with by virtue of your relationship with the 
Company, you should consult with the Chief Executive Officer before making any such purchase or sale.

 
If you become aware of the violation of any law, rule or regulation by the Company, whether by its officers, employees, directors, designated agents or any third 

party doing business on behalf of the Company, it is your responsibility to promptly report the matter to your supervisor or the Chief Executive Officer. While it is the 
Company’s desire to address matters internally, nothing in this Code should discourage you from reporting any illegal activity, including any violation of the securities laws, 
antitrust laws, environmental laws or any other federal, state or foreign law, rule or regulation, to the appropriate regulatory authority. Employees, officers and directors shall 
not discharge, demote, suspend, threaten, harass or in any other manner discriminate or retaliate against an employee because he or she reports any such violation unless it 
is determined that the report was made with knowledge that it was false. This Code should not be construed to prohibit you from testifying, participating or otherwise 
assisting in any state or federal administrative, judicial or legislative proceeding or investigation.

 
Conflicts of Interest
 

The Company recognizes and respects the right of its directors, officers, employees and certain designated agents to engage in outside activities that they may 
deem proper and desirable, provided that these activities do not impair or interfere with the performance of their duties to the Company or their ability to act in the 
Company’s best interests. In most, if not all, cases this will mean that our directors, officers, employees and designated agents must avoid situations that present a potential 
or actual conflict between their own interests and the Company’s interests.

 
A “conflict of interest” occurs when a director’s, officer’s, employee’s or designated agent’s personal or business interest interferes with the Company’s interests. 

Conflicts of interest may arise in many situations. For example, conflicts of interest can arise when a director, officer, employee or designated agent takes an action or has an 
outside interest, responsibility or obligation that may make it difficult for him or her to perform the responsibilities of his or her position objectively and/or effectively in the 
Company’s best interests. Conflicts of interest may also occur when a director, officer, employee, designated agent or an immediate family member receives some personal 
benefit (whether improper or not) as a result of the director’s, officer’s, employee’s or designated agent’s position with the Company. Each individual’s situation is different, 
and in evaluating his or her own situation, a director, officer, employee or designated agent will have to consider many factors.
 

Any material transaction or relationship that reasonably could be expected to give rise to a conflict of interest should be reported promptly to the Chief Executive 
Officer. The Chief Executive Officer may notify the Board of Directors or a committee thereof as he or she deems appropriate. Actual or potential conflicts of interest involving 
a director or executive officer other than the Chief Executive Officer should be disclosed directly to the Chief Executive Officer.
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Confidentiality
 

Employees, officers, directors and designated agents must maintain the confidentiality of confidential and proprietary information entrusted to them by the 
Company or other companies, including our suppliers and customers, except when disclosure is authorized by a supervisor or legally mandated. Unauthorized disclosure of 
any confidential information is prohibited. Additionally, employees should take appropriate precautions to ensure that confidential or sensitive business information, whether it 
is proprietary to the Company or another company, is not communicated within the Company except to employees who have a need to know such information to perform 
their responsibilities for the Company.

 
Third parties may ask you for information concerning the Company. Subject to the exceptions noted in the preceding paragraph, employees, officers and directors 

(other than the Company’s authorized spokespersons) must not discuss internal Company matters with, or disseminate internal Company information to, anyone outside the 
Company, except as required in the performance of their Company duties and, if appropriate, after a confidentiality agreement is in place. This prohibition applies particularly 
to inquiries concerning the Company from the media, market professionals (such as securities analysts, institutional investors, investment advisers, brokers and dealers) and 
security holders. All responses to inquiries on behalf of the Company must be made only by the Company’s authorized spokespersons. If you receive any inquiries of this 
nature, you must decline to comment and refer the inquirer to your supervisor or one of the Company’s authorized spokespersons. The Company’s policies with respect to 
public disclosure of internal matters are described more fully in the Company’s Disclosure Policy, which is available on the Company’s Intranet.

 
You also must abide by any lawful obligations that you have to your former employer. These obligations may include restrictions on the use and disclosure of 

confidential information, restrictions on the solicitation of former colleagues to work at the Company and non-competition obligations.
 

Honest and Ethical Conduct and Fair Dealing
 

Employees, officers, directors and designated agents should endeavor to deal honestly, ethically and fairly with the Company’s suppliers, customers, competitors 
and employees. Statements regarding the Company’s products and services must not be untrue, misleading, deceptive or fraudulent. You must not take unfair advantage of 
anyone through manipulation, concealment, abuse of privileged information, misrepresentation of material facts or any other unfair-dealing practice.

 
Protection and Proper Use of the Company’s Assets
 

Employees, officers, directors and designated agents should seek to protect the Company’s assets. Theft, carelessness and waste have a direct impact on the 
Company’s financial performance. 
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Employees, officers, directors and designated agents must use the Company’s assets and services solely for legitimate business purposes of the Company and not for any 
personal benefit or the personal benefit of anyone else.

 
Corporate Opportunities
 

Employees, officers, directors and designated agents owe a duty to the Company to advance its legitimate business interests when the opportunity to do so 
arises. Each employee, officer, director and designated agent is prohibited from:

 
 · diverting to himself or herself or to others any opportunities that are discovered through the use of the Company’s property or information or as a result 

of his or her position with the Company unless such opportunity has first been presented to, and rejected by, the Company;
 

 · using the Company’s property or information or his or her position for improper personal gain; or
 

 · competing with the Company.
 

Political Contributions/Gifts
 

Business contributions to political campaigns are strictly regulated by federal, state, provincial and local law in the U.S. and many other jurisdictions. Accordingly, 
all political contributions proposed to be made with the Company’s funds must be coordinated through and approved by the Compliance Officer. Directors, officers and 
employees may not, without the approval of the Compliance Officer, use any Company funds for political contributions of any kind to any political candidate or holder of any 
national, state or local government office. Directors, officers and employees may make personal contributions but should not represent that they are making contributions on 
the Company’s behalf. Specific questions should be directed to the Compliance Officer.
 
Bribes, Kickbacks and Other Improper Payments
 

The Company does not permit or condone bribes, kickbacks or other improper payments, transfers or receipts. No director, officer or employee should offer, give, 
solicit or receive any money or other item of value for the purpose of obtaining, retaining or directing business or bestowing or receiving any kind of favored treatment.

 
International Trade Controls
 

Many countries regulate international trade transactions, such as imports, exports and international financial transactions and prohibit boycotts against countries 
or firms that may be “blacklisted” by certain groups or countries. The Company’s policy is to comply with these 
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regulations and prohibitions even if compliance may result in the loss of some business opportunities. Employees should learn and understand the extent to which 
international trade controls apply to transactions conducted by the Company.
 
Accuracy of Records 
 

Employees, officers, directors and designated agents must honestly and accurately report all business transactions. You are responsible for the accuracy of your 
records and reports. Accurate information is essential to the Company’s ability to meet legal and regulatory obligations.

 
All Company books, records and accounts shall be maintained in accordance with all applicable regulations and standards and accurately reflect the true nature 

of the transactions they record. The financial statements of the Company shall conform to generally accepted accounting rules and the Company’s accounting policies. No 
undisclosed or unrecorded account or fund shall be established for any purpose. No false or misleading entries shall be made in the Company’s books or records for any 
reason, and no disbursement of corporate funds or other corporate property shall be made without adequate supporting documentation.

 
Quality of Public Disclosures
 

It is the policy of the Company to provide full, fair, accurate, timely and understandable disclosure in reports and documents filed with, or submitted to, the 
Securities and Exchange Commission and in other public communications.
 
 
 Compliance Procedures
 
Communication of Code
 

All directors, officers, employees and designated agents will be supplied with a copy of the Code upon its enactment and, thereafter, upon beginning service at 
the Company. Updates of the Code will be provided from time to time. Directors, officers, employees and designated agents may be expected to review and sign an 
acknowledgment regarding the Code on a periodic basis. 

 
Monitoring Compliance and Disciplinary Action
 

The Company’s management, under the supervision of the Board or a committee of the Board, or, in the case of accounting, internal accounting controls, 
auditing, securities law matters, the Audit Committee will (i) monitor compliance with the Code, (ii) report any violation or alleged violation involving a director or an executive 
officer to the Chairman of the Board of Directors, and (iii) when appropriate, impose and enforce appropriate disciplinary measures for violations of the Code.
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Disciplinary measures for violations of the Code will be determined in the Company’s sole discretion and may include, but are not limited to, counseling, oral or 
written reprimands, warnings, probation or suspension with or without pay, demotions, reductions in salary, termination of employment or service and restitution.

 
Where appropriate, the Board will conduct additional investigation as it deems necessary. The Board will determine whether a director or executive officer has 

violated the Code.
 

Reporting Concerns/Receiving Advice
 

Any questions related to the Code should be addressed to the Chief Executive Officer. Any transaction or relationship that could reasonably be expected to 
create a conflict of interest should be discussed with the Chief Executive Officer. If any employee, officer or designated agent believes that actions have taken place, may be 
taking place, or may be about to take place that violate or would violate the Code or any law, rule or regulation applicable to the Company, he or she must bring the matter to 
the attention of the Chief Executive Officer. Neither the Company nor any of the Company’s directors, officers, or employees may retaliate against any other director, officer, 
employee or designated agent who reports potential violations of the Code.

 
Any officer or employee may communicate with the Chief Executive Officer or report potential violations of the Code by any of the following methods: 

• By e-mail to rs@carmellcorp.com (anonymity cannot be maintained); 

• In writing (which can be done anonymously), addressed to the Chief Executive Officer, by mail to 2403 Sidney Street, Suite 300, Pittsburgh, PA 15203; or

• By phoning and leaving a voicemail. The voicemail can be reached at 281-271-5036, and messages can be left anonymously. 
 

Concerns or questions regarding potential violations of the Code, a Company policy or procedure or laws, rules or regulations relating to accounting, internal 
accounting controls or auditing or securities law matters will be directed to the Audit Committee of the Board (the “Audit Committee”) or a designee of the Audit Committee in 
accordance with the procedures established by the Audit Committee for receiving, retaining and treating complaints regarding accounting, internal accounting controls or 
auditing matters. Officers and employees can also communicate directly with the Audit Committee or its designee regarding such matters by the following methods (which 
can be done anonymously as set forth below): 

• By e-mail to ethics@carmellcorp.com (anonymity cannot be maintained); 

• In writing (which can be done anonymously), addressed to the Chair of the Audit Committee, by mail to 2403 Sidney Street, Suite 300, Pittsburgh, PA 
15203; or

• By phoning and leaving a voicemail. The voicemail can be reached at 412-894-8248 Option 6, and messages can be left anonymously. 
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The Company prefers that officers and employees, when reporting suspected violations of the Code, identify themselves to facilitate the Company’s ability to take 
steps to address the suspected violation, including conducting an investigation. However, the Company also recognizes that some people may feel more comfortable 
reporting a suspected violation anonymously.

 
An officer or employee who wishes to remain anonymous may do so, and the Company will use reasonable efforts to protect confidentiality. If a report is made 

anonymously, however, the Company may not have sufficient information to investigate or evaluate the allegations. Accordingly, persons who report suspected violations 
anonymously should provide as much detail as they can to permit the Company to evaluate the allegation and, if it deems appropriate, conduct an investigation.

 
No Retaliation
 

The Company forbids any retaliation against an officer or employee who, acting in good faith on the basis of a reasonable belief, reports suspected misconduct. 
Specifically, the Company will not discharge, demote, suspend, threaten, harass or in any other manner discriminate against such an officer or employee. Anyone who 
participates in any such conduct is subject to disciplinary action, including termination.
 
Waivers and Amendments
 

No waiver of any provisions of the Code for the benefit of a director or an executive officer (which includes, without limitation, for purposes of this Code, the 
Company’s principal executive, financial and accounting officers) shall be effective unless (i) approved by the Board of Directors or, if permitted, a committee thereof, and (ii) 
if applicable, such waiver is promptly disclosed to the Company’s shareholders in accordance with applicable U.S. securities laws and/or the rules and regulations of the 
exchange or system on which the Company’s shares are traded or quoted, as the case may be.

 
Any waivers of the Code for other employees may be made by the Chief Executive Officer, the Board of Directors or, if permitted, a committee thereof.
 
All amendments to the Code must be approved by the Board of Directors or a committee thereof and, if applicable, must be promptly disclosed to the Company’s 

shareholders in accordance with applicable United States securities laws and/or the rules and regulations of the exchange or system on which the Company’s shares are 
traded or quoted, as the case may be.
 
 
Effective: July 14, 2023.
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Acknowledgment 
 
By my signature, I certify that I have read, understand and will comply with the Company’s Code of Conduct and Ethics and all other Company policies and procedures. I 
understand that it is my personal responsibility to ensure that my actions conform with the provisions in our Code of Conduct and Ethics and that my failure to comply with 
these provisions may result in corrective actions, up to and including dismissal.
 

 
 

Date:   Signature:  
   
 Name:  
   
 Title:  
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EXHIBIT 21.1

List of Subsidiaries of Carmell Corporation 
(registrant)

 

The following are the subsidiaries of the Registrant, Carmell Corporation, included in the Registrant’s Annual Report on Form 10-for the year ended December 31, 2023. Other subsidiaries are not listed because 
such subsidiaries are inactive. 

 

Name State of Incorporation
 
Carmell Regen Med Corporation (a wholly-owned subsidiary of the registrant)

 
Delaware

 
Carmell Cosmetics Corporation (a wholly-owned subsidiary of the registrant) Delaware

 
Axolotl Biologix, LLC (a wholly-owned subsidiary of the registrant) Delaware

 

 

 



 

Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Rajiv Shukla, certify that:

1. I have reviewed this Annual Report on Form 10-K for the year ended December 31, 2023 of Carmell 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(s) 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;

(b) 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;

(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(s) 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: April 1, 2024  By:   /s/ Rajiv Shukla
     Rajiv Shukla
     Chief Executive Officer and Executive Chairman

 
 



 

Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bryan J. Cassaday, certify that:

1. I have reviewed this Annual Report on Form 10-K for the year ended December 31, 2023 of Carmell 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(s) 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;

(b) 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;

(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(s) 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: April 1, 2024  By:   /s/ Bryan J. Cassaday
     Bryan J. Cassaday
     Chief Financial Officer
 

 



 

Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Carmell Corporation (the “Company”) on Form 10-K for the year ended December 31, 2023 as filed with the Securities and Exchange Commission on the date hereof (the 
“Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 
Date: April 1, 2024  By:  /s/ Rajiv Shukla
    Rajiv Shukla
    Chief Executive Officer and Executive Chairman
 

 



 

Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Carmell Corporation (the “Company”) on Form 10-K for the year ended December 31, 2023 as filed with the Securities and Exchange Commission on the date hereof (the 
“Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 
Date: April 1, 2024  By:   /s/ Bryan J. Cassaday
     Bryan J. Cassaday
     Chief Financial Officer

 
 



 

EXHIBIT 97.1

CARMELL CORPORATION
 

COMPENSATION RECOVERY POLICY
 

Carmell Corporation, a Delaware corporation (the “Company”), has adopted a Compensation Recovery Policy (this “Policy”) as described below. 

1. Overview

The Policy sets forth the circumstances and procedures under which the Company shall recover Erroneously Awarded Compensation from Covered Persons (as defined 
below) in accordance with rules issued by the United States Securities and Exchange Commission (the “SEC”) under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act”), and the Nasdaq Stock Market. Capitalized terms used and not otherwise defined herein shall have the meanings given in Section 3 below. 

2. Compensation Recovery Requirement

In the event the Company is required to prepare a Material Financial Restatement, the Company shall recover reasonably promptly all Erroneously Awarded Compensation 
with respect to such Material Financial Restatement. 

3. Definitions

a. “Applicable Recovery Period” means the three completed fiscal years immediately preceding the Restatement Date for a Material Financial Restatement. In 
addition, in the event the Company has changed its fiscal year: (i) any transition period of less than nine months occurring within or immediately following such 
three completed fiscal years shall also be part of such Applicable Recovery Period and (ii) any transition period of nine to 12 months will be deemed to be a 
completed fiscal year.

b. “Applicable Rules” means any rules or regulations adopted by the Exchange pursuant to Rule 10D-1 under the Exchange Act and any applicable rules or 
regulations adopted by the SEC pursuant to Section 10D of the Exchange Act.

c. “Board” means the Board of Directors of the Company.

d. “Committee” means the Compensation Committee of the Board or, in the absence of such committee, a majority of independent directors serving on the Board.

e. “Covered Person” means any Executive Officer. A person’s status as a Covered Person with respect to Erroneously Awarded Compensation shall be 
determined as of the time of receipt of such Erroneously Awarded Compensation regardless of the person’s current role or status with the Company (e.g., if a 
person began service as an Executive Officer after the beginning of an Applicable Recovery Period, that person would not 

 



 

be considered a Covered Person with respect to Erroneously Awarded Compensation received before the person began service as an Executive Officer, but 
would be considered a Covered Person with respect to Erroneously Awarded Compensation received after the person began service as an Executive Officer 
where such person served as an Executive Officer at any time during the performance period for such Erroneously Awarded Compensation).

f. “Effective Date” means July 14, 2023.

g. “Erroneously Awarded Compensation” means the amount of any Incentive-Based Compensation received by a Covered Person on or after the Effective Date 
and during the Applicable Recovery Period that exceeds the amount that otherwise would have been received by the Covered Person had such compensation 
been determined based on the restated amounts in a Material Financial Restatement, computed without regard to any taxes paid. Calculation of Erroneously 
Awarded Compensation with respect to Incentive-Based Compensation based on stock price or total shareholder return, where the amount of Erroneously 
Awarded Compensation is not subject to mathematical recalculation directly from the information in a Material Financial Restatement, shall be based on a 
reasonable estimate of the effect of the Material Financial Restatement on the stock price or total shareholder return upon which the Incentive-Based 
Compensation was received, and the Company shall maintain documentation of the determination of such reasonable estimate and provide such documentation 
to the Exchange in accordance with the Applicable Rules. Incentive-Based Compensation is deemed received, earned, or vested when the Financial Reporting 
Measure is attained, not when the actual payment, grant, or vesting occurs.

h. “Exchange” means the Nasdaq Stock Market LLC.

i. An “Executive Officer” means any person who served the Company in any of the following roles at any time during the performance period applicable to 
Incentive-Based Compensation such person received during service in such role: the principal executive officer, principal financial officer, principal accounting 
officer (or if there is no such accounting officer the controller), any vice president in charge of a principal business unit, division, or function (such as sales, 
administration, or finance), any other officer who performs a policy-making function, or any other person who performs similar policy-making functions for the 
Company. Executive officers of parents or subsidiaries of the Company may be deemed executive officers of the Company if they perform such policy-making 
functions for the Company.

j. “Financial Reporting Measures” mean measures that are determined and presented in accordance with the accounting principles used in preparing the 
Company’s financial statements, any measures that are derived wholly or in part from such measures (including, for example, a non-GAAP financial measure), 
and stock price and total shareholder return. 
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k. “Incentive-Based Compensation” means any compensation provided, directly or indirectly, by the Company or any of its subsidiaries that is granted, earned, or 
vested based, in whole or in part, upon the attainment of a Financial Reporting Measure and any equity-based compensation provided by the Company or any of 
its subsidiaries, including, without limitation, stock options, restricted stock awards, restricted stock units and stock appreciation rights. 

l. A “Material Financial Restatement” means a restatement of previously issued financial statements of the Company due to the material noncompliance of the 
Company with any financial reporting requirement under the securities laws, including any required restatement to correct an error in previously-issued financial 
statements that is material to the previously-issued financial statements or that would result in a material misstatement if the error were corrected in the current 
period or left uncorrected in the current period. 

m. “Restatement Date” means, with respect to a Material Financial Restatement, the earlier to occur of: (i) the date the Board or the Audit Committee of the 
Board concludes, or reasonably should have concluded, that the Company is required to prepare the Material Financial Restatement or (ii) the date a court, 
regulator or other legally authorized body directs the Company to prepare the Material Financial Restatement.

4. Exception to Compensation Recovery Requirement

The Company may elect not to recover Erroneously Awarded Compensation pursuant to this Policy if the Committee determines that recovery would be impracticable, and 
one or more of the following conditions, together with any further requirements set forth in the Applicable Rules, are met: (i) the direct expense paid to a third party, including 
outside legal counsel, to assist in enforcing this Policy would exceed the amount to be recovered, and the Company has made a reasonable attempt to recover such 
Erroneously Awarded Compensation; or (ii) recovery would likely cause an otherwise tax-qualified retirement plan to fail to be so qualified under applicable regulations. 

5. Tax Considerations

To the extent that, pursuant to this Policy, the Company is entitled to recover any Erroneously Awarded Compensation that is received by a Covered Person, the gross 
amount received (i.e., the amount the Covered Person received, or was entitled to receive, before any deductions for tax withholding or other payments) shall be returned by 
the Covered Person. 
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6. Method of Compensation Recovery

The Committee shall determine, in its sole discretion, the method for recovering Erroneously Awarded Compensation hereunder, which may include, without limitation, any 
one or more of the following:

a. requiring reimbursement of cash Incentive-Based Compensation previously paid;

b. seeking recovery of any gain realized on the vesting, exercise, settlement, sale, transfer or other disposition of any equity-based awards; 

c. cancelling or rescinding some or all outstanding vested or unvested equity-based awards; 

d. adjusting or withholding from unpaid compensation or other set-off;

e. cancelling or offsetting against planned future grants of equity-based awards; and/or 

f. any other method permitted by applicable law or contract.

Notwithstanding the foregoing, a Covered Person will be deemed to have satisfied such person’s obligation to return Erroneously Awarded Compensation to the Company if 
such Erroneously Awarded Compensation is returned in the exact same form in which it was received; provided that equity withheld to satisfy tax obligations will be deemed 
to have been received in cash in an amount equal to the tax withholding payment made.

7. Policy Interpretation

This Policy shall be interpreted in a manner that is consistent with the Applicable Rules and any other applicable law. The Committee shall take into consideration any 
applicable interpretations and guidance of the SEC in interpreting this Policy, including, for example, in determining whether a financial restatement qualifies as a Material 
Financial Restatement hereunder. To the extent the Applicable Rules require recovery of Incentive-Based Compensation in additional circumstances besides those specified 
above, nothing in this Policy shall be deemed to limit or restrict the right or obligation of the Company to recover Incentive-Based Compensation to the fullest extent required 
by the Applicable Rules. 

8. Policy Administration

This Policy shall be administered by the Committee. The Committee shall have such powers and authorities related to the administration of this Policy as are consistent with 
the governing documents of the Company and applicable law. The Committee shall have full power and authority to take, or direct the taking of, all actions and to make all 
determinations required or provided for under this Policy and shall have full power and authority to take, or direct the taking of, all such other actions and make all such other 
determinations not inconsistent with the specific terms and provisions of this Policy that the Committee deems to be necessary or appropriate to the administration of this 
Policy. The interpretation and construction by the 

4



 

Committee of any provision of this Policy and all determinations made by the Committee under this policy shall be final, binding and conclusive. 

9. Compensation Recovery Repayments not Subject to Indemnification

Notwithstanding anything to the contrary set forth in any agreement with, or the organizational documents of, the Company or any of its subsidiaries, Covered Persons are 
not entitled to indemnification for Erroneously Awarded Compensation or for any claim or losses arising out of or in any way related to Erroneously Awarded Compensation 
recovered under this Policy.

 

Effective: July 14, 2023.
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