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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements. We intend such forward-looking statements to be covered by the safe
harbor provisions for forward-looking statements contained in 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”). All statements other than statements of historical facts contained in this
Quarterly Report on Form 10-Q may be forward-looking statements. In some cases, you can identify forward-looking statements by terms such as “may,”
“will,” “should,” “expects,” “plans,” “anticipates,” “could,” “intends,” “targets,” “projects,” “contemplates,” “believes,” “estimates,” “forecasts,”
“predicts,” “potential” or “continue” or the negative of these terms or other similar expressions. Forward-looking statements contained in this Quarterly
Report on Form 10-Q include, but are not limited to, statements regarding:

• our business strategy for our Growth Direct platform and systems;

• our future results of operations and financial position, including our expectations regarding revenue, gross margin, operating expenses and our
ability to achieve positive cash flow;

• the anticipated impact of our operational efficiency program, our efforts to reduce our use of cash for operating and investing activities and
the assumptions underlying our expectation for achieving positive cash flow by the end of 2027;

• our expectations and assumptions related to our future funding requirements and available capital resources, which may be impacted by
market uptake of our Growth Direct platform and systems, our management of inventory and supply chain, our capital expenditures, our
research and development activities and our sales, marketing, manufacturing and distribution activities;

• our ability to maintain and expand our customer base for our Growth Direct platform and systems, including expectations for customer
adoption of new applications for our Growth Direct system;

• the effectiveness of enhancements to our sales force and our sales processes;

• anticipated trends and growth rates in our business and in the markets in which we operate;

• our research and development activities and prospective new features, products and product approvals;

• our ability to anticipate market needs and successfully develop and launch new and enhanced solutions to meet those needs, including
prospective products;

• our ability to hire and retain necessary qualified employees to grow our business and expand our operations;

• our expectations regarding the potential impact of inflation and fluctuations in interest rates on our business and operating costs;
• our transition to the Nasdaq Capital Market and our ability to regain and remain in compliance with the listing requirements;

• our expectations regarding the potential impact of ongoing conditions in the financial markets and banking system on our operations and
financial results; and

• our ability to adequately protect our intellectual property.

We caution you that the foregoing list may not contain all of the forward-looking statements made in this Quarterly Report on Form 10-Q. We
have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that we believe
may affect our business, financial condition and results of operations. Forward-looking statements involve known and unknown risks, uncertainties and
other important factors that may cause our actual results, performance or achievements to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking statements, including, but not limited to, the important factors discussed under Part II, Item 1A,
"Risk Factors" of this Quarterly Report on Form 10-Q. The forward-looking statements in this Quarterly Report on Form 10-Q are based upon information
available to us as of the date of this Quarterly Report on Form 10-Q, and while we believe such information forms a reasonable basis for such statements,
such information may be limited or incomplete, and our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or
review of, all potentially available relevant information. These statements are inherently uncertain and investors are cautioned not to unduly rely upon these
statements.
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You should read this Quarterly Report on Form 10-Q and the documents that we reference in this Quarterly Report on Form 10-Q and have filed
as exhibits to this Quarterly Report on Form 10-Q with the understanding that our actual future results, levels of activity, performance and achievements
may be materially different from what we expect. We caution you not to place undue reliance on forward-looking statements which speak only as of the
date hereof. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events
or otherwise, except as required by law.

SUMMARY RISK FACTORS

Our business is subject to numerous risks and uncertainties, including those described in Part II, Item 1A, “Risk Factors” in this Quarterly Report on
Form 10-Q. You should carefully consider these risks and uncertainties as part of your evaluation of an investment in our Class A common stock. The
principal risks and uncertainties affecting our business include, but are not limited to, the following:

• We have incurred significant losses since inception, we expect to incur losses in the future and we may not be able to achieve and maintain
positive cash flow and profitability;

• Our limited operating history makes it difficult to evaluate our future prospects and the risks and challenges we may encounter;

• Our business depends on the commercial success of our Growth Direct platform, which may not be achieved or maintained;

• Our operating results have fluctuated significantly in the past and will fluctuate significantly in the future, which makes our future operating
results difficult to predict and could cause our operating results to fall below expectations;

• We have in the past and may in the future fail to meet our publicly announced guidance or other expectations about our business and future
operating results, which could adversely affect our business, reputation and financial results and cause our stock price to decline;

• If we cannot maintain the level of sales of our Growth Direct systems or the sales of our consumables and service contracts to existing
customers declines, our future operating results would be adversely affected;

• We may need to raise additional capital to fund our existing operations, improve our platform or develop and commercialize new products or
expand our operations;

• Our business relies heavily on establishing and maintaining our position in the market as a leading provider of automated microbial quality
control ("MQC") testing;

• We may not be successful in expanding our business with existing customers and driving adoption of our solutions with new customers;

• The size of the markets and forecasts of market growth for automated MQC testing and other of our key performance indicators are based on
a number of complex assumptions and estimates, and may be inaccurate;

• New product development involves a lengthy and complex process and we may be unable to develop or commercialize products on a timely
basis, or at all;

• Our customers use our Growth Direct platform as part of their quality control workflow, which is subject to regulation by the U.S. Food and
Drug Administration ("FDA") and other comparable regulatory authorities;

• If we are unable to manage our inventory and support demand for existing and future products on the Growth Direct platform, our business
could suffer;

• We have limited experience in marketing and sales, and if we are unable to improve the effectiveness of our marketing and sales organization
to adequately expand our business with new and existing customers and address our customers’ needs or to expand our customer base, our
business may be adversely affected;

• Our operational efficiency program, including a reduction in workforce, may not result in anticipated savings, could result in total costs and
expenses that are greater than expected and could disrupt our business;

• If we cannot compete successfully, we may be unable to increase or sustain our revenue, or achieve and sustain profitability;
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• We must develop new products, adapt to rapid and significant technological change and respond to introductions of new products by
competitors to remain competitive;

• Due to the significant resources required to enable access in new markets, we must make strategic and operational decisions to prioritize
certain markets, products and services. We may expend our resources to access markets and develop products and services that do not yield
meaningful revenue or we may fail to capitalize on markets, products or services that may be more profitable or with a greater potential for
success;

• The Growth Direct platform may contain undetected errors or defects and may not meet the expectations of our customers, which means our
business, financial condition, results of operations and prospects could suffer;

• Potential product liability lawsuits against us could cause us to incur substantial liabilities and limit commercialization of any products that
we may develop;

• If we lose key management, cannot recruit qualified employees, directors, officers or other significant personnel or experience increases in
our compensation costs, our business may be materially harmed;

• If our primary manufacturing and development facility becomes damaged or inoperable or we are required to vacate our existing facility, our
ability to conduct and pursue our manufacturing and development efforts will be jeopardized;

• Our manufacturing operations are dependent upon third-party suppliers, including single-source suppliers, making us vulnerable to supply
shortages and price fluctuations, which could harm our business;

• If we are unable to obtain and maintain sufficient intellectual property protection for our technology, including the Growth Direct platform, or
if the scope of the intellectual property protection obtained is not sufficiently broad, our competitors could develop and commercialize
products similar or identical to ours, and our ability to successfully commercialize our products may be impaired;

• Patent terms may be inadequate to protect our competitive position on our products for an adequate amount of time;

• The market price of our Class A common stock has been and may continue to be volatile and fluctuate substantially, which could result in
substantial losses for our stockholders;

• If our Class A common stock is delisted from the Nasdaq Stock Market, the liquidity of our Class A common stock would be adversely
affected and the market price of our common stock could decrease; and

• We have been, and may continue to be, subject to the actions of activist shareholders or unsolicited acquisition proposals, which could cause
us to incur substantial costs, divert management’s and the board’s attention and resources, and have an adverse effect on our business and
stock price.

TRADEMARKS

Solely for convenience, our trademarks and trade names in this Quarterly Report on Form 10-Q are referred to without the ® and ™ symbols, but such
references should not be construed as any indicator that we will not assert, to the fullest extent under applicable law, our rights thereto.

INTERNET POSTING OF INFORMATION

We routinely post information that may be important to investors in the “Investors” section of our website at www.rapidmicrobio.com. We
encourage investors and potential investors to consult our website regularly for important information about us. The contents of our website are not
incorporated by reference in this Quarterly Report on Form 10-Q and shall not be deemed “filed” under the Exchange Act.
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PART I —FINANCIAL INFORMATION

Item 1. Financial Statements

RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated balance sheets
(Unaudited)
(In thousands, except share and per share amounts)

June 30,
2024

December 31,
2023

Assets
Current assets:

Cash and cash equivalents $ 37,121 $ 24,285 
Short-term investments 32,269 67,768 
Accounts receivable 5,011 5,532 
Inventory 21,429 19,961 
Prepaid expenses and other current assets 2,367 2,869 

Total current assets 98,197 120,415 
Property and equipment, net 12,273 12,832 
Right-of-use assets, net 5,733 6,240 
Long-term investments — 2,911 
Other long-term assets 598 770 
Restricted cash 284 284 

Total assets $ 117,085 $ 143,452 
Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable $ 2,180 $ 1,973 
Accrued expenses and other current liabilities 7,819 9,907 
Deferred revenue 5,427 5,974 
Lease liabilities, short-term 1,173 1,132 

Total current liabilities 16,599 18,986 
Lease liabilities, long-term 5,616 6,214 
Other long-term liabilities 281 263 

Total liabilities 22,496 25,463 
Commitments and contingencies (Note 14)
Stockholders’ equity:

Class A common stock, $0.01 par value; 210,000,000 shares authorized at June 30, 2024 and December 31,
2023; 37,596,927 shares and 37,099,909 shares issued and outstanding at June 30, 2024 and December 31,
2023, respectively 376 371 
Class B common stock, $0.01 par value; 10,000,000 shares authorized at June 30, 2024 and December 31,
2023; 5,309,529 shares issued and outstanding at June 30, 2024 and December 31, 2023 53 53 
Preferred stock, $0.01 par value: 10,000,000 shares authorized at June 30, 2024 and December 31, 2023; zero
shares issued and outstanding at June 30, 2024 and December 31, 2023 — — 
Additional paid-in capital 548,470 546,051 
Accumulated deficit (454,285) (428,385)
Accumulated other comprehensive loss (25) (101)

Total stockholders’ equity 94,589 117,989 
Total liabilities and stockholders’ equity $ 117,085 $ 143,452 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of operations
(Unaudited)
(In thousands, except share and per share amounts)

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Revenue:
Product revenue $ 4,537 $ 3,169 $ 8,250 $ 6,493 
Service revenue 2,081 1,833 3,979 3,544 

Total revenue 6,618 5,002 12,229 10,037 
Costs and operating expenses:

Cost of product revenue 4,917 4,689 10,090 9,670 
Cost of service revenue 1,890 2,205 3,851 4,049 
Research and development 3,744 3,233 7,586 6,386 
Sales and marketing 3,627 3,201 6,908 6,663 
General and administrative 5,818 6,728 11,445 13,195 

Total costs and operating expenses 19,996 20,056 39,880 39,963 
Loss from operations (13,378) (15,054) (27,651) (29,926)
Other income (expense):

Interest income, net 838 1,073 1,821 2,076 
Other expense, net (23) (29) (52) (40)

Total other income, net 815 1,044 1,769 2,036 
Loss before income taxes (12,563) (14,010) (25,882) (27,890)

Income tax expense 15 6 18 13 
Net loss $ (12,578) $ (14,016) (25,900) (27,903)

Net loss per share — basic and diluted $ (0.29) $ (0.33) $ (0.60) $ (0.65)
Weighted average common shares outstanding — basic and
diluted 43,616,501 43,059,937 43,431,170 42,936,941

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of comprehensive loss
(Unaudited)
(In thousands)

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Net loss $ (12,578) $ (14,016) $ (25,900) $ (27,903)
Other comprehensive income (loss):   

Unrealized gain (loss) on investments, net of tax 53 (33) 76 414 
Comprehensive loss $ (12,525) $ (14,049) $ (25,824) $ (27,489)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of stockholders’ equity
(Unaudited)
(In thousands, except share amounts)

Class A
Common stock

Class B
Common stock Additional

paid-in
 capital

Accumulated
deficit

Accumulated
other

 comprehensive
 loss TotalShares Amount Shares Amount

Balances at December 31, 2023 37,099,909 $ 371 5,309,529 $ 53 $ 546,051 $ (428,385) $ (101) $ 117,989 
Issuance of Class A common stock under ESPP 198,299 2 — — 166 — — 168 
Vesting of restricted stock units 185,331 2 — — (2) — — — 
Issuance of Class A common stock upon exercise of common
stock options 20 — — — — — — — 
Stock-based compensation expense — — — — 1,085 — — 1,085 
Net loss — — — — — (13,322) — (13,322)
Other comprehensive income — — — — — — 23 23 
Balances at March 31, 2024 37,483,559 $ 375 5,309,529 $ 53 $ 547,300 $ (441,707) $ (78) $ 105,943 
Vesting of restricted stock units 113,074 1 — — (1) — — — 
Issuance of Class A common stock upon exercise of common
stock options 294 — — — — — — — 
Stock-based compensation expense — — — — 1,171 — — 1,171 
Net loss — — — — — (12,578) — (12,578)
Other comprehensive income — — — — — — 53 53 

Balances at June 30, 2024 37,596,927 $ 376 5,309,529 $ 53 $ 548,470 $ (454,285) $ (25) $ 94,589 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of stockholders’ equity
(Unaudited), continued
(In thousands, except share amounts)

Class A
Common stock

Class B
Common stock Additional

paid-in
 capital

Accumulated
deficit

Accumulated
other

 comprehensive
 loss TotalShares Amount Shares Amount

Balances at December 31, 2022 36,538,805 $ 366 5,553,379 $ 55 $ 540,775 $ (375,918) $ (1,109) $ 164,169 
Issuance of Class A common stock
under ESPP 125,536 1 — — 123 — — 124 
Vesting of restricted stock units 96,303 1 — — (1) — — — 
Restricted stock award liability
accretion — — — — 341 — — 341 
Issuance of Class A common stock
upon exercise of common stock
options 7,896 — — — 6 — — 6 
Stock-based compensation expense — — — — 1,243 — — 1,243 
Net loss — — — — — (13,887) — (13,887)
Other comprehensive income — — — — — — 447 447 

Balances at March 31, 2023 36,768,540 $ 368 5,553,379 $ 55 $ 542,487 $ (389,805) $ (662) $ 152,443 

Vesting of restricted stock units 4,954 — — — — — — — 
Conversion of Class B common
stock to Class A common stock 243,850 2 (243,850) (2) — — — — 
Stock-based compensation expense — — — — 1,234 — — 1,234 
Net loss — — — — — (14,016) — (14,016)
Other comprehensive loss — — — — — — (33) (33)

Balances at June 30, 2023 37,017,344 $ 370 5,309,529 $ 53 $ 543,721 $ (403,821) $ (695) $ 139,628 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of cash flows
(Unaudited)
(In thousands)

Six Months Ended June 30,
2024 2023

Cash flows from operating activities:
Net loss $ (25,900) $ (27,903)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization expense 1,634 1,530 
Stock-based compensation expense 2,256 2,477 
Provision for excess and obsolete inventory 95 34 
Noncash lease expense 609 594 
Accretion on investments (890) (1,206)
Other 18 17 
Changes in operating assets and liabilities:

Accounts receivable 521 1,913 
Inventory (1,564) 213 
Prepaid expenses and other current assets 502 1,095 
Other long-term assets 1 (9)
Accounts payable 207 (4,064)
Accrued expenses and other current liabilities (2,586) (426)
Deferred revenue (547) (141)

Net cash used in operating activities (25,644) (25,876)

Cash flows from investing activities:
Purchases of property and equipment (1,044) (974)
Purchases of investments (4,368) (26,647)
Maturity of investments 43,744 55,000 

Net cash provided by investing activities 38,332 27,379 
Cash flows from financing activities:

Proceeds from issuance of Class A common stock - stock option exercise — 7 
Proceeds from issuance of Class A common stock - employee stock purchase plan 168 124 
Payments on finance lease obligations (20) (18)

Net cash provided by financing activities 148 113 
Net increase in cash, cash equivalents and restricted cash 12,836 1,616 
Cash, cash equivalents and restricted cash at beginning of period 24,569 27,348 
Cash, cash equivalents and restricted cash at end of period $ 37,405 $ 28,964 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Condensed consolidated statements of cash flows, continued
(Unaudited)
(In thousands)

Six Months Ended June 30,
2024 2023

Supplemental disclosure of cash flow information
Cash paid for interest $ 17 $ 19 

Supplemental disclosure of non-cash investing activities
Purchases of property and equipment in accounts payable and accrued expenses $ 277 $ 230 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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RAPID MICRO BIOSYSTEMS, INC.
Notes to condensed consolidated financial statements
(Amounts in thousands, except share and per share amounts)
(Unaudited)

1. Nature of the business and basis of presentation

Rapid Micro Biosystems, Inc. (the “Company”) was incorporated under the laws of the State of Delaware on December 29, 2006. The Company
develops, manufactures, markets and sells Growth Direct systems (“Systems”) proprietary consumables, laboratory information management system
(“LIMS”) connection software, and services to address rapid microbial analysis used for quality control in the manufacture of pharmaceuticals, medical
devices and personal care products. The Company’s technology uses a highly sensitive camera and the natural auto fluorescence of living cells to identify
and quantify microbial growth faster and more accurately than the traditional method, which relies on the human eye. The Company currently sells to
customers in North America, Europe and the Asia-Pacific region. The Company was formerly headquartered in Lowell, Massachusetts, and during the
three months ended June 30, 2024, officially relocated its headquarters to its existing Lexington, Massachusetts facility.

Basis of presentation

These condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United
States of America (“GAAP”) and include the accounts of the Company and its wholly owned subsidiaries in Germany and Switzerland. All intercompany
accounts and transactions have been eliminated in consolidation. Certain information and note disclosures normally included in the consolidated financial
statements prepared in accordance with GAAP have been condensed or omitted. Therefore, these condensed consolidated financial statements should be
read in conjunction with the consolidated financial statements and notes included in the Company’s audited consolidated financial statements for the year
ended December 31, 2023. Any reference in these notes to applicable guidance is meant to refer to the authoritative GAAP as found in the Accounting
Standards Codification (“ASC”) and Accounting Standards Update (“ASU”) of the Financial Accounting Standards Board (“FASB”).

The unaudited interim condensed consolidated financial statements have been prepared on the same basis as the audited annual consolidated
financial statements and, in the opinion of management, reflect all adjustments, which include only normal recurring adjustments, necessary for the fair
statement of the Company’s financial position as of June 30, 2024 and the results of its operations and its cash flows for the three and six months ended
June 30, 2024 and 2023. The financial data and other information disclosed in these notes related to the three and six months ended June 30, 2024 and 2023
are also unaudited. The results for the three and six months ended June 30, 2024 are not necessarily indicative of results to be expected for the year ending
December 31, 2024, any other interim periods, or any future year or period.

Liquidity

The Company has incurred recurring losses and net cash outflows from operations since its inception. The Company expects to continue to
generate operating losses for the foreseeable future. The Company expects that its existing cash and cash equivalents and investments will be sufficient to
fund its operating expenses and capital expenditure requirements for at least twelve months following the date these unaudited interim condensed
consolidated financial statements were issued.

2. Summary of significant accounting policies

Use of estimates

The preparation of the Company’s condensed consolidated financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the condensed
consolidated financial statements, and the reported amounts of revenue and expenses during the reporting periods. Significant estimates and assumptions
reflected in these condensed consolidated financial statements include, but are not limited to, calculating the standalone selling price for revenue
recognition, the valuation of inventory, and the valuation of stock-based awards. The Company bases its estimates on historical experience, known trends
and other market-specific and relevant factors that it believes to be reasonable under the circumstances. On an ongoing basis, management evaluates its
estimates when there are changes in
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circumstances, facts and experience. Changes in estimates are recorded in the period in which they become known. Actual results could differ from those
estimates.

There have been no significant changes to the Company's significant accounting policies during both the three and six months ended June 30,
2024, as compared to those disclosed in Note 2 of the audited consolidated financial statements as of December 31, 2023 filed with the Company’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2023.

Risk of concentrations of credit, significant customers and significant suppliers

Financial instruments that potentially expose the Company to concentrations of credit risk consist primarily of cash and cash equivalents, short-
term and long-term investments and accounts receivable. The Company maintains its cash and cash equivalents and investments with financial institutions
that management believes to be of high credit quality, and does not believe that it is subject to unusual credit risk beyond the credit risk associated with
commercial banking relationships.

Significant customers are those which represent more than 10% of the Company’s total revenue or accounts receivable balance at each respective
balance sheet date. The following table presents customers that represented 10% or more of the Company’s total revenue:

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Customer A 17.8 % 20.6 % 18.5 % 20.4 %
Customer B * 11.3 % * *
Customer C * * * 13.9 %

17.8 % 31.9 % 18.5 % 34.3 %

The following table presents customers that represented 10% or more of the Company’s accounts receivable:

June 30, December 31,
2024 2023

Customer A 23.4 % 10.7 %
Customer B 12.5 % 16.4 %
Customer C 12.1 % *
Customer D 11.1 % *
Customer E * 21.4 %
Customer F * 12.4 %

59.1 % 60.9 %

____________________________
* less than 10%

The Company relies on third parties for the supply and manufacture of certain components of its products as well as third-party logistics providers.
There were no significant concentrations around a single third-party supplier, manufacturer, or logistics provider for the three and six months ended
June 30, 2024 or 2023.

Cash and cash equivalents

The Company considers all highly liquid investments with an original maturity of 90 days or less at the time of purchase to be cash equivalents.
Cash equivalents that are readily convertible to cash are stated at cost, which approximates fair value. At both June 30, 2024 and December 31, 2023, the
Company held cash of $0.1 million in banks located outside of the United States.
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Restricted cash

As of both June 30, 2024 and December 31, 2023, the Company was required to maintain guaranteed investment certificates of $0.3 million with
maturities of three months to one year that are subject to an insignificant risk of changes in value. The guaranteed investment certificates are held for the
benefit of the landlord in connection with operating leases which have remaining terms of greater than one year and are classified as restricted cash (non-
current) on the Company’s condensed consolidated balance sheets.

Accounts receivable

Accounts receivable are customer obligations that are unconditional. Accounts receivable are presented net of an allowance for doubtful accounts
for expected credit losses, which represents an estimate of amounts that may not be collectible. The Company performs ongoing credit evaluations of its
customers and, if necessary, provides an allowance for doubtful accounts and expected credit losses. A provision to the allowance for doubtful accounts for
expected credit losses is recorded based on factors including the length of time the receivables are past due, the current business environment, the
geographic market, and the Company’s historical experience. Provisions to the allowance for doubtful accounts for expected credit losses are recorded to
general and administrative expenses in the consolidated statements of operations. The Company writes off accounts receivable against the allowance when
it determines a balance is uncollectible and no longer actively pursues collection of the receivable. The Company does not have any off-balance-sheet
credit exposure related to customers. As of June 30, 2024 and December 31, 2023, the allowance for doubtful accounts for expected credit losses was zero.

Software Development Costs

The Company accounts for software development costs for internal-use software under the provisions of ASC 350-40, “Internal-Use Software”
(“ASC 350”). Accordingly, certain costs to develop internal-use computer software are capitalized, provided these costs are expected to be recoverable.
There was $1.4 million of software development costs related to the Company's enterprise resource planning ("ERP") system capitalized in other long-term
assets at both June 30, 2024 and December 31, 2023, net of accumulated amortization of $0.9 million and $0.7 million, respectively. These capitalized costs
are being amortized on a straight-line basis over the initial subscription term of five years. For the three and six months ended June 30, 2024 and 2023,
there was $0.1 million and $0.2 million, respectively, of amortization expense related to capitalized software development costs recorded in the condensed
consolidated statements of operations.

Fair value measurements

Certain assets and liabilities of the Company are carried at fair value under 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. Valuation techniques used to measure fair value must maximize the use of observable
inputs and minimize the use of unobservable inputs. Financial assets and liabilities carried at fair value are to be classified and disclosed in one of the
following three levels of the fair value hierarchy, of which the first two are considered observable and the last is considered unobservable:

• Level 1—Quoted prices in active markets for identical assets or liabilities.

• Level 2—Observable inputs (other than Level 1 quoted prices), such as quoted prices in active markets for similar assets or liabilities, quoted prices in
markets that are not active for identical or similar assets or liabilities, or other inputs that are observable or can be corroborated by observable market
data.

• Level 3—Unobservable inputs that are supported by little or no market activity that are significant to determining the fair value of the assets or
liabilities, including pricing models, discounted cash flow methodologies and similar techniques.

The Company’s cash equivalents, short-term and long-term investments are carried at fair value, determined according to the fair value hierarchy
described above (see Note 3). The carrying values of the Company’s accounts receivable, prepaid expenses and other current assets, accounts payable and
accrued expenses and other current liabilities approximate their fair values due to the short-term nature of these assets and liabilities.
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Product warranties

The Company offers a one-year limited assurance warranty on System sales, which is included in the selling price. The accrual for these warranty
obligations is included in accrued expenses and other current liabilities in the condensed consolidated balance sheets. The following table presents a
summary of changes in the amount reserved for warranty cost (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Balance, beginning of period $ 689 $ 526 $ 689 $ 872 
Warranty provisions — — — — 
Warranty repairs (169) — (169) (346)

Balance, end of period $ 520 $ 526 $ 520 $ 526 

Segment information

The Company determined its operating segment after considering the Company’s organizational structure and the information regularly reviewed
and evaluated by the Company’s chief operating decision maker (“CODM”) in deciding how to allocate resources and assess performance. The Company
has determined that its CODM is its Chief Executive Officer. The CODM reviews the financial information on a consolidated basis for purposes of
evaluating financial performance and allocating resources. On the basis of these factors, the Company determined that it operates and manages its business
as one operating segment, that develops, manufactures, markets and sells Systems and related LIMS connection software, consumables and services; and
accordingly has one reportable segment for financial reporting purposes. Substantially all of the Company’s long-lived assets are held in the United States.

Revenue recognition

Remaining performance obligations

The Company does not disclose the value of remaining performance obligations for (i) contracts with an original contract term of one year or less,
(ii) contracts for which the Company recognizes revenue at the amount to which it has the right to invoice when that amount corresponds directly with the
value of services performed, and (iii) variable consideration allocated entirely to a wholly unsatisfied performance obligation or to a wholly unsatisfied
distinct service that forms part of a single performance obligation. The Company does not have material remaining performance obligations associated with
contracts with terms greater than one year.

Contract balances from contracts with customers

Contract assets arise from customer arrangements when revenue recognized exceeds the amount billed to the customer and the Company’s right to
payment is conditional and not only subject to the passage of time. The Company had $0.1 million in contract assets as of both June 30, 2024 and
December 31, 2023, included in prepaid expenses and other current assets.

Contract liabilities represent the Company’s obligation to transfer goods or services to a customer for which it has received consideration (or the
amount is due) from the customer. The Company has a contract liability related to service revenue, which consists of amounts that have been invoiced but
that have not been recognized as revenue. Amounts expected to be recognized as revenue within 12 months of the balance sheet date are classified as
current deferred revenue and amounts expected to be recognized as revenue beyond 12 months of the balance sheet date are classified as non-current
deferred revenue. The Company did not record any non-current deferred revenue as of June 30, 2024 or December 31, 2023. Deferred revenue was $5.4
million and $6.0 million at June 30, 2024 and December 31, 2023, respectively. Revenue recognized during the three months ended June 30, 2024 and 2023
that was included in deferred revenue at the prior period-end was $1.4 million and $1.0 million, respectively. Revenue recognized during the six months
ended June 30, 2024 and 2023 that was included in deferred revenue at the prior period-end was $2.8 million and $2.1 million, respectively.
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Disaggregated revenue

The Company disaggregates revenue based on the recurring and non-recurring nature of the underlying sale. Recurring revenue includes sales of
consumables and service contracts. The Company considers these to be recurring revenues because customers typically place purchase orders on a periodic
basis as they use their Growth Direct system(s) over time. These arrangements typically contain a single performance obligation and thus the entire
consideration to which the Company is entitled is allocated entirely to that performance obligation. Non-recurring revenue includes sales of systems, LIMS
connection software, validation services, and field services, and typically contains multiple performance obligations. The Company considers these to be
non-recurring revenues because customers typically place single purchase orders for a bundle of products and services on a one-time or infrequent basis.
For these arrangements, significant judgment is applied in identifying the distinct performance obligations, determination of the transaction price,
transaction price allocation, and determination of standalone selling price for each of the distinct performance obligations.

The following table presents the Company’s revenue by the recurring or non-recurring nature of the revenue stream (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Product and service revenue — recurring $ 3,844 $ 3,592 $ 7,588 $ 6,845 
Product and service revenue — non-recurring 2,774 1,410 4,641 3,192 

Total revenue $ 6,618 $ 5,002 $ 12,229 $ 10,037 

The following table presents the Company’s revenue by customer geography (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

United States $ 2,661 $ 2,620 $ 4,810 $ 4,322 
Switzerland 1,604 960 2,575 1,933 
Germany 970 501 1,434 914 
Japan 372 68 1,172 1,454 
All other countries 1,011 853 2,238 1,414 

Total revenue $ 6,618 $ 5,002 $ 12,229 $ 10,037 

Advertising costs

Advertising costs are expensed as incurred and are included in sales and marketing expenses in the condensed consolidated statements of
operations. Advertising costs were less than $0.1 million during each of the three months ended June 30, 2024 and 2023, and were $0.1 million and $0.2
million during the six months ended June 30, 2024 and 2023, respectively.

Stock-based compensation

The Company measures all stock-based awards granted to employees, officers and directors based on their fair value on the date of the grant and
recognizes compensation expense for those awards over the requisite service period, which is generally the vesting period of the respective award. The
Company issues stock-based awards with (i) service-based vesting conditions only and (ii) stock-based awards with both service-based and Company
performance vesting conditions, and records the expense for these awards using the straight-line method. Forfeitures are accounted for prospectively as
they occur.

The Company measures all restricted stock units granted to employees based on the common stock value on the date of grant. The purchase price
of the restricted stock is the common stock value on the date of grant.
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Recently issued accounting pronouncements

The Company qualifies as an “emerging growth company” as defined in the Jumpstart Our Business Startups ("JOBS") Act of 2012 and has
elected not to “opt out” of the extended transition related to complying with new or revised accounting standards, which means that when a standard is
issued or revised and it has different application dates for public and nonpublic companies, the Company will adopt the newer revised standard at the time
nonpublic companies adopt the new or revised standard and will do so until such time that the Company either (i) irrevocably elects to “opt out” of such
extended transition period or (ii) no longer qualifies as an emerging growth company. The Company may choose to early adopt any new or revised
accounting standards whenever such early adoption is permitted for nonpublic companies.

In November 2023, the FASB issued ASU 2023-07, Segment Reporting (Topic 280) - Improvements to Reportable Segment Disclosures. The new
standard requires enhanced disclosures about a public entity's reportable segments including more detailed information about a reportable segment's
expenses. The amendments in this update apply to all public entities that are required to report segment information, and include those entities that have a
single reportable segment. The amendments in this update are effective for fiscal years beginning after December 15, 2023, and interim periods within
fiscal years beginning after December 15, 2024. Early adoption is permitted. The Company is currently evaluating the impact on its consolidated financial
statements and related disclosures.

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740) - Improvements to Income Tax Disclosures. ASU 2023-09 provides
more transparency about income tax information through improvements to income tax disclosures primarily related to the rate reconciliation and income
taxes paid information. The amendments in this update are effective for annual periods beginning after December 15, 2024. Early adoption is permitted.
The Company is currently evaluating the impact on its consolidated financial statements and related disclosures.

3. Fair value of financial assets and liabilities

The following tables present information about the Company’s financial assets and liabilities measured at fair value on a recurring basis and
indicate the level of the fair value hierarchy used to determine such fair values (in thousands):

Fair value measurements as of June 30, 2024
Level 1 Level 2 Level 3 Total

Assets     
Cash equivalents $ 32,426 $ — $ — $ 32,426 
Short-term investments 31,772 497 — 32,269 

$ 64,198 $ 497 $ — $ 64,695 

Fair value measurements as of December 31, 2023
Level 1 Level 2 Level 3 Total

Assets
Cash equivalents $ 20,306 $ — $ — $ 20,306 
Short-term investments 62,625 5,143 — 67,768 
Long-term investments 2,911 — — 2,911 

$ 85,842 $ 5,143 $ — $ 90,985 

During the three and six months ended June 30, 2024 and 2023, there were no transfers in or out of Level 3.

Valuation of short-term and long-term investments

U.S. Treasury bills and notes included in short-term and long-term investments were valued by the Company using quoted prices in active markets
for identical securities, which represents a Level 1 measurement within the fair value hierarchy. The Company's certificates of deposit included in short-
term and long-term investments were valued using quoted prices for similar assets in active markets (or identical assets in inactive markets), which
represent a Level 2 measurement within the fair value hierarchy.
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4. Investments

Short-term and long-term investments by investment type consisted of the following (in thousands):

June 30, 2024

Amortized
cost

Gross
unrealized

 gains

Gross
unrealized

 losses
Fair
value

Short-term investments
Certificates of Deposit $ 497 $ — $ — $ 497 
U.S. Government Treasury Bills 5,955 — (3) 5,952 
U.S. Government Treasury Notes 25,841 — (21) 25,820 

$ 32,293 $ — $ (24) $ 32,269 

December 31, 2023

Amortized
 cost

Gross
 unrealized

 gains

Gross
 unrealized

 losses
Fair

 value

Short-term investments
Certificates of Deposit $ 5,164 $ — $ (21) $ 5,143 
U.S. Government Treasury Bills 16,184 9 — 16,193 
U.S. Government Treasury Notes 46,536 42 (146) 46,432 

$ 67,884 $ 51 $ (167) $ 67,768 
Long-term Investments

U.S. Government Treasury Notes - Maturity Up To Two Years 2,896 15 — 2,911 
$ 2,896 $ 15 $ — $ 2,911 

5. Inventory

Inventory consisted of the following (in thousands):

June 30, December 31,
2024 2023

Raw materials $ 12,234 $ 12,873 
Work in process 197 150 
Finished goods 8,998 6,938 

Total $ 21,429 $ 19,961 

Raw materials, work in process and finished goods were net of adjustments to net realizable value of $0.7 million and $0.6 million as of June 30,
2024 and December 31, 2023, respectively.
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6. Prepaid expenses and other current assets

Prepaid expenses and other current assets consisted of the following (in thousands):

June 30, December 31,
2024 2023

Prepaid insurance $ 335 $ 1,282 
Contract asset 94 51 
Deposits 733 667 
Other receivables 157 137 
Prepaid financing fees 290 292 
Other 758 440 

$ 2,367 $ 2,869 

7. Property and equipment, net

Property and equipment, net consisted of the following (in thousands):

June 30, December 31,
2024 2023

Manufacturing and laboratory equipment $ 14,236 $ 13,750 
Computer hardware and software 2,130 1,960 
Office furniture and fixtures 622 589 
Leasehold improvements 8,995 8,551 
Construction-in-process 2,035 2,292 

28,018 27,142 
Less: Accumulated depreciation (15,745) (14,310)

$ 12,273 $ 12,832 

Depreciation and amortization expense related to property and equipment was $0.7 million for each of the three months ended June 30, 2024 and
2023, and was $1.4 million and $1.3 million for the six months ended June 30, 2024 and 2023, respectively.

8. Accrued expenses and other current liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):

June 30, December 31,
2024 2023

Accrued employee compensation and benefits expense $ 3,199 $ 4,808 
Accrued vendor expenses 3,862 4,017 
Accrued warranty expense 520 689 
Accrued taxes 237 252 
Other 1 141 

$ 7,819 $ 9,907 

9. Common stock and common stock warrants

As of both June 30, 2024 and December 31, 2023, the Company’s restated certificate of incorporation authorized the issuance of Class A and
Class B common stock. Each share of Class A common stock entitles the holder to one vote on all matters submitted to a vote of the Company’s
stockholders. The Company’s Class B common stock is non-voting. Class A and Class B common stockholders are entitled to receive dividends, as may be
declared by the board of directors, if any,
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subject to the preferential dividend rights of Preferred Stock. As of June 30, 2024, no cash dividends had been declared or paid.

As of June 30, 2024, the Company had reserved 24,033,978 shares of Class A common stock for the exercise of outstanding stock options and
warrants, vesting of restricted stock units, the number of shares remaining available for grant under the Company’s 2021 Incentive Award Plan (see Note
10), the number of shares available for purchase under the Company’s Employee Stock Purchase Plan (see Note 10) and the conversion of Class B common
stock.

As of both June 30, 2024 and December 31, 2023, outstanding warrants to purchase common stock consisted of the following:

Issuance date Contractual term
Balance sheet
classification

Shares of 
common stock 

 issuable upon
 exercise of warrant

Weighted average 
exercise price

(in years)

July 24, 2017 10 Equity 17,194 $ 292.81 
April 12, 2018 10 Equity 30,000 $ 1.00 
July 14, 2021 * 10 Equity 975,109 $ 1.46 

1,022,303

____________________________
* In connection with the Company's initial public offering ("IPO"), preferred stock warrants were automatically converted to Class A common stock

warrants. The contractual term of the converted Class A common stock warrants remained consistent with the original term of the preferred stock
warrants, with original issue dates between 2017-2020.

10. Stock-based compensation

2010 Stock Option and Grant Plan

The Company’s 2010 Stock Option and Grant Plan (the “2010 Plan”) provided for the Company to grant incentive stock options or nonqualified
stock options, restricted stock awards and other stock-based awards to employees, officers, directors and consultants of the Company.

Following the effectiveness of the Company's IPO in July 2021, no additional awards are being granted under the 2010 Plan and shares of existing
outstanding options that were issued under the 2010 Plan and are forfeited or canceled will be available for grant under the 2021 Incentive Award Plan.

2021 Incentive Award Plan

In July 2021, the board of directors adopted, and the Company’s stockholders approved, the 2021 Incentive Award Plan (the “2021 Plan”). The
2021 Plan provides for the grant of stock options, including incentive stock options and non-qualified stock options, stock appreciation rights, restricted
stock, restricted stock units, and other stock-based and cash-based awards. The 2021 Plan has a term of ten years. The aggregate number of shares of Class
A common stock available for issuance under the 2021 Plan is equal to the sum of (i) 4,200,000 shares; (ii) any shares which are subject to the 2010 Plan
awards that become available for issuance under the 2021 Plan; and (iii) an annual increase for ten years on the first day of each calendar year beginning on
January 1, 2022, equal to the lesser of (A) 5% of the aggregate number of shares of Class A common stock outstanding on the last day of the immediately
preceding calendar year and (B) such smaller amount of shares as determined by the board of directors. No more than 33,900,000 shares of Class A
common stock may be issued under the 2021 Plan upon the exercise of incentive stock options. As of June 30, 2024, there were 4,072,967 shares available
for issuance under the 2021 Plan.
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The following table presents, on a weighted average basis, the assumptions used in the Black-Scholes option-pricing model to determine the grant-
date fair value of stock options granted to employees and directors:

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Risk-free interest rate 5.2 % 3.5 % 4.3 % 3.9 %
Expected term (in years) 5.5 6.0 5.9 6.0
Expected volatility 50.9 % 46.0 % 49.8 % 47.1 %
Expected dividend yield 0 % 0 % 0 % 0 %

Stock options

The following table summarizes the Company’s stock option activity since December 31, 2023:

Number of 
 shares

Weighted 
 average 

 exercise price

Weighted 
 average 

 remaining 
 contractual term

Aggregate 
 intrinsic value

(in years) (in thousands)

Outstanding as of December 31, 2023 6,530,511 $ 2.59 7.12 $ — 
Granted 952,470 0.93 
Exercised (314) 0.75 
Expired (177,280) 6.63 
Forfeited (92,756) 1.22 

Outstanding as of June 30, 2024 7,212,631 $ 2.29 7.07 $ — 
Options vested and expected to vest as of June 30, 2024 7,212,631 $ 2.29 7.07 $ — 
Options exercisable as of June 30, 2024 4,507,009 $ 2.55 6.07 $ — 

The aggregate intrinsic value of options is calculated as the difference between the exercise price of the stock options and the fair value of the
Company’s Class A common stock for those options that had exercise prices lower than such fair value.

The intrinsic value of stock options exercised during each of the six months ended June 30, 2024 and 2023 was less than $0.1 million.

The weighted average grant-date fair value per share of stock options granted during the three months ended June 30, 2024 and 2023 was $0.43
and $0.54, respectively, and during the six months ended June 30, 2024 and 2023 was $0.48 and $0.59, respectively.

Restricted stock units

Restricted stock unit grants to employees typically have a three-year service-based vesting term in which vesting occurs annually on the
anniversary of the grant date. During the six months ended June 30, 2024, the Company granted

22



Table of Contents

restricted stock units with service-based vesting conditions only. The Company expenses the fair value of the restricted stock units over the expected
vesting period and accounts for forfeitures prospectively as they occur.

The following table summarizes the Company's restricted stock units activity since December 31, 2023:

Number of 
shares

Weighted 
average 

 fair value

Unvested as of December 31, 2023 1,681,760 $ 2.28 
Granted 1,112,765 $ 0.94 
Vested (434,350) $ 3.17 
Forfeited (96,868) $ 1.56 

Unvested as of June 30, 2024 2,263,307 $ 1.48 

The weighted average grant-date fair value per share of restricted stock units granted during the three months ended June 30, 2024 and 2023 was
$0.93 and $1.22, respectively, and during the six months ended June 30, 2024 and 2023 was $0.94 and $1.23, respectively.

2021 Employee Stock Purchase Plan

In July 2021, the board of directors adopted, and the Company’s stockholders approved, the 2021 Employee Stock Purchase Plan (the “2021
ESPP”), which became effective in connection with the IPO of Class A common stock. The aggregate number of shares of Class A common stock available
for issuance under the 2021 ESPP is equal to (i) 400,000 shares and (ii) an annual increase for ten years on the first day of each calendar year beginning on
January 1, 2022, equal to the lesser of (A) 1% of the aggregate number of shares of Class A common stock outstanding on the last day of the immediately
preceding calendar year and (B) such smaller amount of shares as determined by the board of directors. No more than 6,300,000 shares of Class A common
stock may be issued under the 2021 ESPP.

Under the 2021 ESPP, eligible employees may purchase shares of the Company’s common stock through payroll deductions of up to 15% of
eligible compensation during an offering period. Generally, each offering period will be for 6 months as determined by the Company's board of directors. In
no event may an employee purchase more than 100,000 shares per offering period based on the closing price on the first trading date of an offering period
or the last trading date of an offering period, or more than $25,000 worth of stock during any calendar year. The purchase price for shares to be purchased
under the 2021 ESPP is 85% of the lesser of the market price of the Company's common stock on the first trading date of an offering period or on any
purchase date during an offering period (March 14 or September 14).

During the six months ended June 30, 2024, there were 198,299 shares of Class A common stock purchased under the 2021 ESPP. The Company
recognized less than $0.1 million of expense related to the 2021 ESPP for each of the three and six months ended June 30, 2024 and 2023. As of June 30,
2024, 1,045,858 shares were available for future issuance under the 2021 ESPP.

The Company estimates the fair value of shares issued to employees under the 2021 ESPP using the Black-Scholes option-pricing model. The
following weighted average assumptions were used in the calculation of fair value of shares under the 2021 ESPP at the grant date for both the six months
ended June 30, 2024 and 2023 (there were no new offering periods during the three months ended June 30, 2024 or 2023):

Six Months Ended June 30,
2024 2023

Risk-free interest rate 5.4 % 4.7 %
Expected term (in years) 0.5 0.5
Expected volatility 49.4 % 47.8 %
Expected dividend yield 0 % 0 %

23



Table of Contents

2023 Inducement Plan

In May 2023, the board of directors adopted the 2023 Inducement Plan (the “Inducement Plan”) pursuant to which the Company reserved 330,000
shares of Class A common stock to be used exclusively for grants of equity-based awards to individuals who were not previously employees or directors of
the Company as an inducement material to the individual’s entry into employment with the Company within the meaning of Rule 5635(c)(4) of the Nasdaq
Listing Rules. The Inducement Plan provides for the grant of equity-based awards in the form of nonstatutory stock options, stock appreciation rights,
restricted stock awards, restricted stock unit awards, and dividend equivalent rights. The Inducement Plan was adopted by the board of directors without
stockholder approval pursuant to Rule 5635(c)(4) of the Nasdaq Listing Rules.

In May 2023, pursuant to the Inducement Plan, the Company granted inducement awards to the Company's Senior Vice President, Sales &
Marketing, in the form of an option to purchase 220,000 shares of the Company's Class A common stock, with an exercise price per share of $0.83, and
110,000 restricted stock units. The option and restricted stock unit awards were granted as inducements material to the commencement of employment with
the Company in accordance with Nasdaq Listing Rule 5635(c)(4).

In February 2024, the Company amended its Inducement Plan to reserve an additional 225,000 shares of its Class A common stock. The
amendment was adopted by the compensation committee of the board of directors, without stockholder approval pursuant to Rule 5635(c)(4) of the Nasdaq
Listing Rules.

In March 2024, pursuant to the Inducement Plan as amended, the Company granted inducement awards to the Company's Vice President, Legal, in
the form of an option to purchase 150,000 shares of the Company's Class A common stock, with an exercise price per share of $0.99, and 75,000 restricted
stock units. The option and restricted stock unit awards were granted as inducements material to the commencement of employment with the Company in
accordance with Nasdaq Listing Rule 5635(c)(4).

As of June 30, 2024, no shares were available for future issuance under the Inducement Plan.

Stock-based compensation

Stock-based compensation expense was classified in the condensed consolidated statements of operations as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Cost of revenue $ 148 $ 156 $ 295 $ 343 
Research and development 142 127 272 264 
Sales and marketing 123 100 227 266 
General and administrative 758 851 1,462 1,604 
Total stock-based compensation expense $ 1,171 $ 1,234 $ 2,256 $ 2,477 

As of June 30, 2024, total unrecognized compensation expense related to unvested stock options held by employees and directors was $3.2
million, which is expected to be recognized over a weighted average period of 1.6 years. Additionally, unrecognized compensation expense related to
unvested restricted stock units held by employees and directors was $2.5 million, which is expected to be recognized over a weighted average period of 1.9
years.

11. Income taxes

During both the three and six months ended June 30, 2024 and 2023, the pretax losses incurred by the Company, as well as the research and
development tax credits generated, received no corresponding tax benefit because the Company concluded that it is more likely than not that the Company
will be unable to realize the value of any resulting deferred tax assets. The Company will continue to assess its position in future periods to determine if it
is appropriate to reduce a portion of its valuation allowance.
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The Company’s tax provision and the resulting effective tax rate for interim periods is determined based upon its estimated annual effective tax
rate, adjusted for the effect of discrete items arising in that quarter. The income tax provision was generated from operations in Germany and Switzerland.

The impact of such discrete items could result in a higher or lower effective tax rate during a particular quarter, based upon the mix and timing of
actual earnings or losses versus annual projections. In each quarter, the Company updates its estimate of the annual effective tax rate, and if the estimated
annual tax rate changes, a cumulative adjustment is made in that quarter.

The Company has evaluated the positive and negative evidence bearing upon its ability to realize its deferred tax assets, which primarily consist of
net operating loss carryforwards. The Company has considered its history of cumulative net losses, estimated future taxable income and prudent and
feasible tax planning strategies and has concluded that it is more likely than not that the Company will not realize the benefits of its deferred tax assets. As
a result, as of both June 30, 2024 and December 31, 2023 the Company recorded a full valuation allowance against its net deferred tax assets.

The Company files income tax returns as prescribed by the tax laws of the jurisdictions in which it operates. In the normal course of business, the
Company is subject to examination by U.S. federal, state and international jurisdictions, where applicable. There are currently no pending tax examinations
in the U.S., and the Company has not received notice of examination from any jurisdictions in the U.S.

12. Net loss per share

As of June 30, 2024, the Company had Class A common stock and Class B common stock. Both classes have the same rights to the Company’s
earnings and neither of the shares have any prior or senior rights to dividends to other shares.

Basic and diluted net loss per share was calculated as follows (in thousands, except share and per share amounts):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Numerator:
Net loss $ (12,578) $ (14,016) $ (25,900) $ (27,903)

Denominator:
Weighted average Class A common shares outstanding—basic and
diluted 38,306,972 37,584,268 38,121,641 37,422,632

Weighted average Class B common shares outstanding—basic and
diluted 5,309,529 5,475,669 5,309,529 5,514,309

Total shares for EPS—basic and diluted 43,616,501 43,059,937 43,431,170 42,936,941
Net loss per share attributable to Class A common stockholders
—basic and diluted $ (0.29) $ (0.33) $ (0.60) $ (0.65)

Net loss per share attributable to Class B common stockholders
—basic and diluted $ (0.29) $ (0.33) $ (0.60) $ (0.65)

The Company’s potentially dilutive securities, which include stock options, restricted stock units, and common stock warrants, have been excluded
from the computation of diluted net loss per share as the effect would be to reduce the net loss per share. Therefore, the weighted average number of
common shares outstanding used to calculate both basic and diluted net loss per share is the same. The Company excluded the following potential common
shares, presented based on
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amounts outstanding at each period end, from the computation of diluted net loss per share for the periods indicated because including them would have
had an anti-dilutive effect:

June 30,
2024 2023

Options to purchase common stock 7,212,631 6,794,252
Unvested restricted common stock 2,263,307 1,765,693
Warrants to purchase common stock 286,324 286,324
Options to purchase common stock under ESPP 36,788 45,046

9,799,050 8,891,315

13. Leases

The Company determines if an arrangement is or contains a lease at inception, which is the date on which the terms of the contract are agreed to,
and the agreement creates enforceable rights and obligations. Under ASC 842, a contract is or contains a lease when (i) explicitly or implicitly identified
assets have been deployed in the contract and (ii) the customer obtains substantially all of the economic benefits from the use of that underlying asset and
directs how and for what purpose the asset is used during the term of the contract. The Company also considers whether its service arrangements include
the right to control the use of an asset.

The Company made an accounting policy election not to recognize right-of-use ("ROU") assets and lease liabilities for leases with a term of
twelve months or less. For all other leases, the Company recognizes ROU assets and lease liabilities based on the present value of lease payments over the
lease term at the commencement date of the lease. Lease payments may include fixed rent escalation clauses or payments that depend on an index (such as
the consumer price index). Subsequent changes to an index and any other periodic market-rate adjustments to base rent are recorded in variable lease
expense in the period incurred. The ROU assets also include any initial direct costs incurred and lease payments made at or before the commencement date
and are reduced by any lease incentives.

The Company has made an accounting policy election to account for lease and non-lease components in its contracts as single lease components
for all asset classes. The non-lease components typically represent additional services transferred to the Company, such as common area maintenance for
real estate, which are variable in nature and recorded in variable lease expense in the period incurred.

The Company uses its incremental borrowing rate which is the rate of interest the Company would have to pay to borrow on a collateralized basis
over a similar term and amount in a similar economic environment to determine the present value of lease payments as the Company’s leases do not have a
readily determinable implicit discount rate. Judgment is applied in assessing factors such as Company specific credit risk, lease term, nature, and quality of
the underlying collateral, currency, and economic environment in determining the incremental borrowing rate to apply to each lease.

The Company leases office and manufacturing space under operating lease agreements that have initial terms ranging from approximately 8 to 10
years. The Company leases furniture under a financing lease agreement that has an initial term of approximately 8 years. Some leases include one or more
options to renew, generally at the Company's sole discretion, with renewal terms that can extend the lease term by up to 5 years. In addition, certain leases
contain termination options, where the rights to terminate are held by either the Company, the lessor, or both parties. Options to extend a lease are included
in the lease term when it is reasonably certain that the Company will exercise the option. Options to terminate a lease are excluded from the lease term
when it is reasonably certain that the Company will not exercise the option. The Company’s leases generally do not contain any material restrictive
covenants or residual value guarantees.
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Supplemental cash flow information related to leases is as follows (in thousands):

Six Months Ended June 30,
2024 2023

Cash paid for amounts included in measurement of lease liabilities:
Operating cash outflows - payments on operating leases $ 663 $ 632 
Operating cash outflows - payments on financing leases $ 17 $ 19 
Financing cash outflows - payments on financing leases $ 20 $ 18 

Supplemental balance sheet information related to the Company’s operating and financing leases is as follows (in thousands):

June 30, 2024 December 31, 2023

Operating Leases:
Operating lease assets $ 5,490 $ 5,972 

Operating lease liabilities, short-term $ 1,128 $ 1,090 
Operating lease liabilities, long-term 5,377 5,952 

Total operating lease liabilities $ 6,505 $ 7,042 

Financing Leases:
Office furniture and fixtures $ 386 $ 386 
Accumulated depreciation (142) (118)

Net property, plant and equipment $ 244 $ 268 

Lease liabilities, short-term $ 44 $ 42 
Lease liabilities, long-term 240 262 

Total financing lease liabilities $ 284 $ 304 

Weighted-average remaining lease term - operating leases (in years): 5.04 5.54
Weighted-average remaining lease term - financing leases (in years): 5.00 5.50
Weighted-average discount rate - operating leases: 3.8 % 3.8 %
Weighted-average discount rate - financing leases: 12.0 % 12.0 %

The components of lease expense were as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2024 2023 2024 2023

Operating lease cost $ 305 $ 297 609 594 
Financing lease cost - amortization of right-of-use asset 12 12 24 24 
Financing lease cost - interest on lease liability 9 10 17 19 
Variable lease cost 237 180 441 350 

Total lease cost $ 563 $ 499 1,091 987 

Operating lease cost is recognized on a straight-line basis over the lease term. Total rent expense, including the Company’s share of the lessors’
operating expenses, was $0.5 million for each of the three months ended June 30, 2024 and 2023, and was $1.1 million and $0.9 million for the six months
ended June 30, 2024 and 2023, respectively. Financing lease cost includes asset amortization on a straight-line basis over the lease term and interest
accretion calculated using the effective interest method. Total financing lease asset depreciation and interest expense was less than $0.1 million for each of
the three and six months ended June 30, 2024 and 2023.
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Maturities of the Company’s operating lease liabilities as of June 30, 2024 were as follows (in thousands):

Operating Lease
Maturities

2024 (excluding the six months ended June 30) $ 671 
2025 1,368 
2026 1,401 
2027 1,435 
2028 1,469 
Thereafter 805 

Total lease payments $ 7,149 
Less imputed interest (644)

Total present value of lease liabilities $ 6,505 

Maturities of the Company’s financing lease liability as of June 30, 2024 were as follows (in thousands):

Financing Lease
Maturities

2024 (excluding the six months ended June 30) $ 38 
2025 75 
2026 75 
2027 75 
2028 75 
Thereafter 38 

Total lease payments $ 376 
Less imputed interest (92)

Total present value of lease liabilities $ 284 

14. Commitments and contingencies

Indemnification agreements

In the ordinary course of business, the Company may provide indemnification of varying scope and terms to customers, vendors, lessors, business
partners and other parties with respect to certain matters including, but not limited to, losses arising out of breach of such agreements or from intellectual
property infringement claims made by third parties. In addition, the Company has entered into indemnification agreements with members of its board of
directors and certain of its executive officers that will require the Company, among other things, to indemnify them against certain liabilities that may arise
by reason of their status or service as directors or officers. The maximum potential amount of future payments the Company could be required to make
under these indemnification agreements is, in many cases, unlimited. To date, the Company has not incurred any material costs as a result of such
indemnifications. The Company is not currently aware of any indemnification claims and has not accrued any liabilities related to such obligations in its
condensed consolidated financial statements as of June 30, 2024 and December 31, 2023.

Legal proceedings

The Company is not a party to any material litigation and does not have contingency reserves established for any litigation liabilities. At each
reporting date, the Company evaluates whether or not a potential loss amount or a potential range of loss is probable and reasonably estimable under the
provisions of the authoritative guidance that addresses accounting for contingencies. The Company expenses as incurred the costs related to legal
proceedings.
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15. Benefit plans

The Company maintains a defined contribution savings plan under Section 401(k) of the Code. This plan covers all U.S. employees who meet
minimum age and service requirements and allows participants to defer a portion of their annual compensation on a pre-tax basis. Matching contributions
to the plan may be made at the discretion of the Company’s board of directors. The Company made contributions of $0.2 million to the plan during each of
the three months ended June 30, 2024 and 2023, and made contributions of $0.5 million and $0.4 million to the plan during the six months ended June 30,
2024 and 2023, respectively.

16. Subsequent events

In July 2024, the Company completed an enterprise-wide review of opportunities to realize operational efficiencies. Based on the results of this
review, the Company is implementing certain cost actions including a reduction in the Company’s current workforce, the closure of open and planned
positions, and reductions in other non-headcount-related expenses across the business. The Company expects to record a related charge of approximately
$0.7 million in the third quarter of 2024.
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Item 2. 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 together with our consolidated
condensed financial statements and the related notes appearing elsewhere in this Quarterly Report on Form 10-Q and our audited Consolidated Financial
Statements and related notes thereto for the year ended December 31, 2023, included in the Annual Report on Form 10-K for the fiscal year ended
December 31, 2023, filed with the SEC on March 1, 2024 (the “2023 Form 10-K”). Some of the information contained in this discussion and analysis or
set forth elsewhere in this Quarterly Report on Form 10-Q, including information with respect to our plans and strategy for our business, includes forward-
looking statements that involve risks and uncertainties. As a result of many factors, including those factors set forth in the “Risk Factors” section of this
Form 10-Q, our actual results could differ materially from the results described in or implied by the forward-looking statements contained in the following
discussion and analysis.

Overview

We are an innovative life sciences technology company that enables the safe and efficient manufacture of pharmaceutical products through our
rapid automated microbial quality control ("MQC") detection platform. We develop, manufacture, market and sell the Growth Direct system and related
proprietary consumables, and value-added services to enable rapid MQC testing in the manufacture of biologics, cell and gene therapies, vaccines, sterile
injectables, and other healthcare products. Our system delivers the power of industrial automation to bioprocessing and pharmaceutical manufacturing
firms by modernizing and digitizing their MQC operations. Our Growth Direct platform, developed with over 15 years of active feedback from our
customers, was purpose-built to meet the growing demands posed by the increasing scale, complexity, and regulatory scrutiny confronting global
pharmaceutical manufacturing. Our Growth Direct platform comprises the Growth Direct system, optional laboratory information management system
("LIMS") connection software (which the majority of our customers purchase) and other software, proprietary consumables, and comprehensive field
service, validation services and post-warranty service contracts. Once embedded and validated in our customers’ facilities, our Growth Direct platform
provides for recurring revenues through ongoing sales of consumables and service contracts.

Our technology fully automates and digitizes the process of pharmaceutical MQC and is designed to enable our customers to perform this critical
testing process more efficiently, accurately, and securely. Our Growth Direct platform accelerates time to results by 50% or more compared to the
traditional method, and reduces MQC testing to a simple two-step workflow, eliminating up to 85% of the manual steps of traditional MQC, generating
significant time, operational, and cost savings for our customers. We seek to establish the Growth Direct as the trusted global standard in automated MQC
by delivering the speed, accuracy, security, and data integrity compliance that our customers depend on to ensure patient safety and consistent drug supply.

Since inception, we have devoted a majority of our resources to designing, developing, and building our proprietary Growth Direct platform and
associated products, launching our Growth Direct platform commercially, advancing our technological capabilities, expanding our sales and marketing
infrastructure to grow our sales, building a global customer support team to deliver our value-added services, investing in robust manufacturing and supply
chain operations to serve our customers globally, and providing general and administrative support for these operations. To date, we have funded our
operations primarily with proceeds from sales of redeemable convertible preferred stock, borrowings under loan agreements, revenue from products,
services and contracts, and proceeds from our IPO, as well as our cost-reimbursement/cost sharing contracts with the U.S. Department of Health and
Human Services Biomedical Advanced Research & Development Authority ("BARDA"). 

In July 2024, we completed an enterprise-wide review of opportunities to realize operational efficiencies. Based on the results of this review, we
are implementing certain cost actions including a reduction in our current workforce, the closure of open and planned positions and reductions in other non-
headcount-related expenses across the business (the “Operational Efficiency Program”). These actions are expected to result in approximately $7 million in
annual cash savings and enable us to achieve positive cash flow by the end of 2027 without additional financing. We plan to continue to invest in key
initiatives that are expected to drive future revenue growth and gross margin improvement, including product development and cost reduction programs.
We expect to record a charge of approximately $0.7 million in the third quarter of 2024 related to the Operational Efficiency Program.

Since our inception, we have incurred net losses in each year. We generated revenue of $6.6 million and $5.0 million for the three months ended
June 30, 2024 and 2023, respectively, and incurred net losses of $12.6 million and $14.0
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million for those same periods, respectively. As of June 30, 2024, we had an accumulated deficit of $454.3 million. We expect to continue to incur net
losses in connection with our ongoing activities, including:

• growing sales of our products in both the United States and international markets by further expanding our sales and marketing capabilities;

• scaling our manufacturing and supply chain processes and infrastructure to meet growing demand for our products;

• investing in research and development to develop new products and further enhance our existing products;

• protecting and building on our intellectual property portfolio; and

• attracting, hiring and retaining qualified personnel.

While we are implementing our Operational Efficiency Program with the goal of achieving positive cash flow without additional financing, there
can be no assurance that we will attain this goal. Our Operational Efficiency Program and intention to attain positive cash flow are based on our
expectations and underlying assumptions of business performance that are generally consistent with our historical performance, including with respect to
revenue growth and gross margin improvement, which may not be replicated in future periods. Our goal also depends on our ability to realize additional
cost savings that we believe are reasonably achievable, but are not guaranteed. While we seek to achieve and sustain positive cash flow, if we are unable to
generate revenue, improve our gross margins, and/or control our operating costs sufficiently, we may need to raise additional funding, which we would
expect to secure through a combination of equity offerings and debt financings. If we are unable to raise capital or enter into such agreements as, and when,
needed, we may have to significantly delay, scale back or discontinue our expansion plans including the further development and commercialization efforts
of one or more of our products, or may be forced to reduce or terminate our operations.

We believe that our cash and cash equivalents and investments as of June 30, 2024 enable us to fund our operating expenses and capital
expenditure requirements for at least twelve months following the issuance date of the unaudited interim condensed consolidated financial statements
contained in this Quarterly Report on Form 10-Q for the quarter ended June 30, 2024. We have based this estimate on assumptions that may prove to be
wrong, and we could exhaust our available capital resources sooner than we expect. See “—Liquidity and Capital Resources.”

Effects of inflation and interest rates

The current inflationary and interest rate environment could have a negative impact on our results of operations, cash flows and overall financial
condition. We may experience inflationary pressures on significant cost categories including labor, materials and freight. We continue to monitor the impact
of inflation on these costs in order to minimize its effects through productivity improvements and cost reductions. There can be no assurance, however, that
our operating results will not be affected by inflation in the future. In addition, inflation and increased interest rates may decrease demand for our Growth
Direct systems, as our customers may face economic uncertainty as a result. A decrease in demand for our products or increases in our costs, as well as any
steps we may take to mitigate changes, could impact our overall growth. However, the related financial impact cannot be reasonably estimated at this time.

Factors affecting our performance

We believe that our financial performance has been, and in the foreseeable future will continue to be, primarily driven by multiple factors as
described below, each of which presents growth opportunities for our business. Our ability to successfully address these challenges is subject to various
risks and uncertainties, including those described under the section titled “Risk Factors” to this Quarterly Report on Form 10-Q.

New customer adoption of the Growth Direct platform

Our financial performance has largely been driven by, and a key factor to our future success will be, our ability to increase the global adoption of
our Growth Direct platform in our key markets. We plan to drive global customer adoption through both direct and indirect sales and marketing
organizations in North America, Europe, and the Asia-Pacific region.

We are focused on enhancing customer engagement and experience and improving the efficiency and effectiveness of our sales team. We are
making targeted investments in these organizations and expect to continue to do so
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in the future. Examples of these investments include new tools and training for the sales organization, targeted marketing initiatives, expanding lead
generation capabilities and hosting Growth Direct demonstrations and other customer-focused events.

Expansion within our existing customer base

There is an opportunity to broaden adoption and increase utilization of our Growth Direct platform throughout our existing customers'
organizations as these customers purchase more systems. These additional systems will allow our existing customers to convert more of their test volume at
existing locations, to support multiple locations, to meet redundancy requirements, or to increase capacity. As of June 30, 2024, approximately 44% of our
customers have purchased Growth Direct systems for multiple sites, and approximately 58% of our customers have purchased multiple Growth Direct
systems. Increased utilization amongst existing customers can also occur as customers advance through the Growth Direct platform adoption cycle, from
early validation of initial applications to validation and conversion of multiple applications on the Growth Direct platform, or as the result of new product
approvals or increases in their manufacturing volumes for existing products.

Innovating and launching new products on the Growth Direct platform

We believe the depth, scalability and robust capabilities of our Growth Direct platform allow us to address key opportunities and challenges facing
MQC testing in the pharmaceutical industry. As an innovative leader in automated MQC testing, we intend to invest in further enhancements in our existing
Growth Direct platform as well as end-to-end workflow solutions in our core market. We plan to further invest in research and development to support the
expansion of our Growth Direct platform through development and launch of new applications to capture greater share of customer testing volume, new
product formats to broaden our ability to serve different market segments and launch of new products and technologies to address adjacent segments of the
overall MQC workflow. We plan to continue to hire employees with the necessary scientific and technical backgrounds to enhance our existing products
and help us introduce new products to market. We expect to incur additional research and development expenses as a result. By expanding and
continuously enhancing the Growth Direct platform, we believe we can drive incremental revenue from existing clients as well as broaden the appeal of our
solutions to potential new customers.

The Growth Direct Rapid Sterility application is now available for commercial sale. In the second quarter of 2024, we placed our first Rapid
Sterility system with one of our existing customers. We plan to continue efforts to scale our manufacturing capabilities for Rapid Sterility in the second half
of 2024.

Revenue mix

Our revenue is derived from sales of our Growth Direct systems, our LIMS connection and other software, proprietary consumables, and services.
Growth Direct system revenue involves a capital selling process and tends to be somewhat concentrated within a relatively small (but varied) group of
customers each year, so it is subject to variability from quarter to quarter.

Gross margin improvement

The majority of our customers are large global pharmaceutical manufacturers and contract development and manufacturing organizations, or
CDMOs. In order to meet the expectations of our customers, we have made significant investments to build infrastructure and develop capabilities in areas
such as procurement, manufacturing, distribution, quality and after sales service. Given our current business scale, our revenues are not yet sufficient to
fully cover these costs, impacting our current gross margin profile.

In order to improve our gross margins, we are actively targeting numerous areas including:

• Reducing instrument and consumable product costs (materials and labor) through activities including strategic sourcing and product redesign;

• Increasing product manufacturing efficiency through activities including increased throughput on our automated consumables manufacturing
line and manufacturing process optimization; and

• Increasing productivity and efficiency in our service organization.
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At the same time, we also expect future revenues from both products and services to grow at rates significantly higher than the related costs to
provide and support those products and services. As a result, we also expect increasing revenues from both products and services to contribute significantly
to future gross margin expansion. We have experienced positive trends in gross margin, improving from (38)% for the three months ended June 30, 2023 to
(3)% for the three months ended June 30, 2024, and from (37)% for the six months ended June 30, 2023 to (14)% for the six months ended June 30, 2024.

Key business metrics

We regularly review the following key business metrics to evaluate our business, measure our performance, identify trends affecting our business,
formulate financial projections and make strategic decisions. We believe that the following metrics are representative of our current business; however, we
anticipate these may change or be substituted for additional or different metrics as our business grows and evolves.

Three Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

Systems placed:
Systems placed in period 5 2 3 150.0 %
Cumulative systems placed 149 130 19 14.6 %

Systems validated:
Systems validated in period 5 3 2 66.7 %
Cumulative systems validated 129 108 21 19.4 %

Product and service revenue — total $ 6,618 $ 5,002 $ 1,616 32.3 %
Product and service revenue — recurring $ 3,844 $ 3,592 $ 252 7.0 %

Six Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

Systems placed:
Systems placed in period 8 5 3 60.0 %
Cumulative systems placed 149 130 19 14.6 %

Systems validated:
Systems validated in period 8 5 3 60.0 %
Cumulative systems validated 129 108 21 19.4 %

Product and service revenue — total $ 12,229 $ 10,037 $ 2,192 21.8 %
Product and service revenue — recurring $ 7,588 $ 6,845 $ 743 10.9 %

Growth Direct system placements

We consider a Growth Direct system to be “placed” upon transfer of control of the system to the customer, at which point the revenue for that
system is recognized. We regularly review the number of Growth Direct systems placed and cumulative Growth Direct system placements in each period as
a leading indicator of our business performance. Our revenue has historically been driven by, and in the future will continue to be impacted by, the rate of
Growth Direct system placements as a reflection of our success selling and delivering our products. We expect our Growth Direct system placements to
continue to grow over time as we increase penetration in our existing markets and expand into new markets.

The number of Growth Direct system placements and rate of growth varies from period-to-period due to factors including, but not limited to,
Growth Direct system order volume and timing, and access to customer sites (including the timing of customer site construction activities). As a result, we
expect to experience continued variability in our period-to-period number of Growth Direct system placements due to the aforementioned factors.
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In July 2024, we placed our 150th Growth Direct system with an existing global biopharma customer, which we believe represents a significant
milestone demonstrating the strong continued interest in and adoption of our technology by customers.

Validated systems

We regularly review the number of Growth Direct systems validated and cumulative Growth Direct systems validated in each period as indicators
of our business performance. Management focuses on validated Growth Direct systems as a leading indicator of likely future recurring revenue as well as a
reflection of our success supporting our customers in validating placed systems. We expect our validated Growth Direct systems to continue to grow over
time as we increase our base of cumulative systems placed and then install and validate those systems. After a Growth Direct system is placed with a
customer and installed, we work with the customer to validate the system, which typically has taken anywhere from three to nine months. Once a validation
has been completed, we generally expect our customers to transition from their legacy manual method to our automated method and begin regular
utilization of consumables over a period of up to three months after the validation is completed. However, the timeline for such transition may be longer
depending on the specific circumstances of each individual customer. In addition, in exceptional cases, we have reacquired Growth Direct systems from
customers that were previously placed and, in some cases, previously validated. Our metrics showing cumulative systems placed and cumulative systems
validated are not reduced to reflect these reacquired systems.

The number of validated Growth Direct systems and rate of growth varies from period-to-period due to factors including, but not limited to,
Growth Direct system placement volume and timing, whether customers have previously validated Growth Direct systems within their site or network,
access to customer sites, customer site readiness, availability of required customer personnel and the time to install and validate each individual system. As
a result, we expect to experience continued fluctuations in our period-to-period number of Growth Direct systems validated due to the aforementioned
factors.

Recurring revenue

We regularly assess trends relating to our recurring revenue, which is the revenue from consumables and service contracts, based on our product
offerings, our customer base and our understanding of how our customers use our products. Recurring revenue was 58.1% and 71.8% of our total revenue
for the three months ended June 30, 2024 and 2023, respectively. Recurring revenue was 62.0% and 68.2% of our total revenue for the six months ended
June 30, 2024 and 2023, respectively. Our recurring revenue as a percentage of the total product and service revenue will generally vary based upon the
number of Growth Direct systems placed and the cumulative number of validated systems in the period, as well as other variables such as the volume of
tests being conducted and the test application(s) being used on customers' Growth Direct systems.

Components of results of operations

Revenue

We generate revenue from sales of our Growth Direct system (including our LIMS connection and other software), consumables, validation
services, service contracts, and field service. We primarily sell our products and services through direct sales representatives. The arrangements are
noncancellable and nonrefundable after ownership passes to the customer.

Three Months Ended
June 30, 2024

Percentage
of Total

 Revenue
Three Months Ended

June 30, 2023

Percentage
of Total

 Revenue
(in thousands) (in thousands)

Product revenue $ 4,537 68.6 % $ 3,169 63.4 %
Service revenue 2,081 31.4 % 1,833 36.6 %
Total revenue $ 6,618 100.0 % $ 5,002 100.0 %

Product revenue

We derive product revenue primarily from the sale of our Growth Direct systems and related consumables as well as our LIMS connection
software, which the majority of our customers purchase. As of June 30, 2024, we had placed 149
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Growth Direct systems with over 40 customers globally, including 70% of the top twenty pharmaceutical companies as measured by revenue and the
manufacturers of 20% of globally approved cell and gene therapies, including manufacturers of 100% of approved gene-modified autologous CAR-T cell
therapies.

Growth Direct systems

Growth Direct system revenue is a non-recurring product revenue stream that we recognize as revenue upon transfer of control of the system to
the customer. The Growth Direct system is fully functional for use by the customer upon delivery. Although we do not require our customers to use our
installation and validation services, our customers typically elect to purchase those services from us. As such, transfer of control occurs at shipment or
delivery depending on contractual terms.

We expect our Growth Direct system revenue to continue to grow over time as we increase system placements into our existing customers and
markets and expand into new customers and markets.

Consumables

Our consumable revenue is a recurring product revenue stream comprised of two proprietary consumables to capture test samples for analysis on
the Growth Direct system, an Environmental Monitoring consumable, and a Water/Bioburden consumable. Both proprietary consumables support the
growth-based compendial method for MQC testing mandated by global regulators and provide results that are comparable to traditional consumables. Our
consumables are designed with features that enable automation on the Growth Direct system, with bar coding for tracking and data integrity, and physical
characteristics for robotic handling, to support vision detection and prevent counterfeiting.

We expect consumable revenue to increase in future periods as our base of cumulative validated Growth Direct systems grows and those systems
enter routine use and utilize our consumables on a recurring, ongoing basis.

LIMS Connection Software

Our LIMS connection software is a non-recurring product revenue stream. Although optional, the majority of our customers elect to purchase this
software, which allows Growth Direct systems to export result reports and securely link to a customer’s two-way LIMS connection software to completely
eliminate manual data entry and drive productivity.

Service revenue

We derive service revenue from validation services, field service including installations, and service contracts sold to our customers. Other than
revenue from service contracts, which is recurring service revenue, revenue from all other field services as well as validation services are non-recurring
service revenue streams.

We offer our customers validation services (including related documentation) that enable them to replace their existing manual testing method and
utilize their Growth Direct systems in compliance with relevant MQC regulations. Validation services are recognized as revenue over time as these services
are provided to the customer.

We offer our customers service contracts that can be purchased after the expiration of the one-year assurance warranty that all of our customers
receive with the purchase of a Growth Direct system. Under these contracts, they are entitled to receive phone support, emergency on-site maintenance
support and preventative maintenance visits. These service contracts generally have fixed fees and a term of one year. We recognize revenue from the sale
of service contracts over time as these services are provided over the respective contract term.

We also offer our customers field service which primarily consists of services provided by our field service engineers to install Growth Direct
systems at customer sites, perform one-time paid field service, and provide preventative maintenance service during the one-year assurance warranty
period. We recognize revenue from installation services, one-time paid field service, and preventative maintenance service during the assurance warranty
period over time as these services are provided to the customer.

We expect service revenue to increase in future periods as the number of placed and validated Growth Direct systems grows and we are able to
generate increasing non-recurring revenue from validation services and field service for newly placed systems and increasing recurring revenue from
service contracts for validated systems.
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Costs and operating expenses

Costs of revenue

Cost of product revenue primarily consists of costs for raw material parts and associated freight, shipping and handling costs, salaries and other
personnel costs including stock-based compensation expense, contract manufacturer costs, scrap, warranty cost, inventory reserves, royalties, depreciation
and amortization expense, allocated information technology and facility-related costs, overhead and other costs related to those sales recognized as product
revenue in the period.

Cost of service revenue primarily consists of salaries and other personnel costs including stock-based compensation expense, travel costs,
materials consumed when performing installations, validations and other services, allocated information technology and facility-related costs, costs
associated with training, and other expenses related to service revenue recognized in the period.

As part of our Operational Efficiency Program, we are reducing employee-related expenses and certain other non-employee related costs. For
future periods, we expect our costs of revenue to increase or decrease commensurate with product and service volumes subject to the impact of our ongoing
efforts to reduce product costs and increase manufacturing productivity and efficiencies as well as service productivity.

Research and development

Research and development expenses consist primarily of costs incurred for our research activities, product development, hardware and software
engineering and consultant services and other costs associated with our technology Growth Direct platform and products, which include:

• employee-related expenses, including costs for salaries, bonuses and other personnel costs including stock-based compensation expense, for
employees engaged in research and development functions;

• the cost of developing, maintaining and improving new and existing product designs;

• the cost of hardware and software engineering;

• research materials and supplies;

• external costs of outside consultants engaged to conduct research and development associated with our technology and products; and

• allocated information technology and facility-related costs, which include headcount-related costs for those functions as well as expenses for
information technology systems and services, software, rent, facilities maintenance, and insurance as well as related depreciation and
amortization.

Our research and development costs are expensed as incurred. As part of our Operational Efficiency Program, we are reducing research and
development employee-related expenses and certain other non-employee-related costs. We believe that our continued investment in research and
development is essential to our long-term competitive position. For future periods, we expect our research and development expenses to increase or
decrease commensurate with the size, scope and complexity of our research and development activities.

Sales and marketing

Sales and marketing expenses consist primarily of salaries, commissions, benefits and other personnel costs including stock-based compensation
expense as well as costs relating to travel, consulting, public relations and allocated information technology and facility-related costs for our employees
engaged in sales and marketing activities. As part of the Operational Efficiency Program, we are reducing sales and marketing employee-related expenses
associated with reduced headcount. For future periods, we expect sales and marketing expenses to increase or decrease as and when we make investments
into our sales and marketing organization, including in the number of sales and marketing personnel and our continued efforts to expand our geographic
reach and capabilities, broaden our customer base and introduce new products.

36



Table of Contents

General and administrative

General and administrative expenses consist primarily of salaries, bonuses and other personnel costs including stock-based compensation expense
for our executive, finance, legal, human resources and general management employees, as well as director and officer insurance costs and professional fees
for legal, patent, accounting, audit, investor relations, recruiting, consulting, regulatory, compliance, board of directors' fees and other services. General and
administrative expenses also include direct and allocated information technology and facility-related costs. As part of our Operational Efficiency Program,
we are reducing general and administrative employee-related expenses associated with reduced headcount. For future periods, we expect these expenses to
increase or decrease, as applicable, commensurate with the size, scope and complexity of our general and administrative functions.

Other income (expense)

Interest income, net

Interest income, net is comprised primarily of interest income from investments.

Other expense, net

Other expense, net, primarily consists of other miscellaneous income and expense unrelated to our core operations.

Income tax expense

We generated significant taxable losses during each of the three and six months ended June 30, 2024 and 2023 and, therefore, have not recorded
any U.S. federal or state income tax expense during those periods. However, we did record an immaterial amount of foreign income tax expense during
each of those periods.
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Results of operations

Comparison of the three months ended June 30, 2024 and 2023

The following table summarizes our results of operations for the three months ended June 30, 2024 and 2023:

Three Months Ended June 30, Change
2024 2023 Amount %

(in thousands)

Revenue:
Product revenue $ 4,537 $ 3,169 $ 1,368 43.2 %
Service revenue 2,081 1,833 248 13.5 %

Total revenue 6,618 5,002 1,616 32.3 %
Costs and operating expenses:

Cost of product revenue 4,917 4,689 228 4.9 %
Cost of service revenue 1,890 2,205 (315) (14.3)%
Research and development 3,744 3,233 511 15.8 %
Sales and marketing 3,627 3,201 426 13.3 %
General and administrative 5,818 6,728 (910) (13.5)%

Total costs and operating expenses 19,996 20,056 (60) (0.3)%
Loss from operations (13,378) (15,054) 1,676 (11.1)%
Other income (expense):

Interest income, net 838 1,073 (235) (21.9)%
Other expense, net (23) (29) 6 (20.7)%

Total other income (expense), net 815 1,044 (229) (21.9)%
Loss before income taxes (12,563) (14,010) 1,447 (10.3)%
Income tax expense 15 6 9 150.0 %

Net loss $ (12,578) $ (14,016) $ 1,438 (10.3)%

Revenue

Product revenue increased by $1.4 million, or 43.2%, with the increase largely attributable to higher system placements as well as higher system-
related revenue, primarily from LIMS connection software.

Service revenue increased by $0.2 million, or 13.5%. The increase in service revenue was primarily due to increases in revenue related to
validations and installations as well as higher service contract revenue due to an increase in the cumulative number of Growth Direct systems validated and
under such contracts.

Costs and operating expenses

Costs of revenue

Cost of product revenue increased by $0.2 million, or 4.9%. The increase was driven primarily by costs associated with the higher volume of
Growth Direct systems sold but was largely offset by decreased material, labor and overhead costs as a result of the impact of cost reduction activities,
improvements in production efficiencies and increased output for both consumables and systems.

Cost of service revenue decreased by $0.3 million, or 14.3%. This decrease was primarily attributable to lower headcount and headcount-related
costs, as well as a reduction in bonus expense related to our 2022 retention bonus program implemented in connection with our August 2022 restructuring
action, which ended in the third quarter of 2023.
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Research and development

Three Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

Research and development $ 3,744 $ 3,233 $ 511 15.8 %
Percentage of total revenue 56.6 % 64.6 %

Research and development expenses increased by $0.5 million, or 15.8%. This increase was primarily due to slightly higher headcount as well as
increased engineering and facilities costs related to our innovation center and lab in our existing Lexington, Massachusetts facility. These increases were
partially offset by a reduction in bonus expense related to the 2022 retention bonus program which ended in the third quarter of 2023.

Sales and marketing

Three Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

Sales and marketing $ 3,627 $ 3,201 $ 426 13.3 %
Percentage of total revenue 54.8 % 64.0 %

Sales and marketing expenses increased by $0.4 million, or 13.3%. This increase was primarily the result of employee-related costs driven by the
timing of sales and marketing hiring during the second quarter of 2023.

General and administrative

Three Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

General and administrative $ 5,818 $ 6,728 $ (910) (13.5)%
Percentage of total revenue 87.9 % 134.5 %

General and administrative expenses decreased by $0.9 million, or 13.5%. The decrease was largely attributable to a $0.4 million reduction in both
headcount-related costs and bonus expense related to the 2022 retention bonus program which ended in the third quarter of 2023. Lower public company
operating costs, including third-party legal fees and business insurance premiums, also contributed to the decrease.

Other income (expense)

Interest income

Interest income, which is related to interest earned on our investments, decreased $0.2 million as a result of lower investment balances during the
three months ended June 30, 2024.

Other expense

Other expense, which is comprised of miscellaneous expenses unrelated to our core business, were flat for each of the three months ended June 30,
2024 and 2023.

Income tax expense

Income tax expense was less than $0.1 million for each of the three months ended June 30, 2024 and 2023. The expense is attributable to an
income tax provision related to our German subsidiary.
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Comparison of the six months ended June 30, 2024 and 2023

The following table summarizes our results of operations for the six months ended June 30, 2024 and 2023:

Six Months Ended June 30, Change
2024 2023 Amount %

(dollars in thousands)

Revenue:
Product revenue $ 8,250 $ 6,493 $ 1,757 27.1 %
Service revenue 3,979 3,544 435 12.3 %

Total revenue 12,229 10,037 2,192 21.8 %
Costs and operating expenses:

Cost of product revenue 10,090 9,670 420 4.3 %
Cost of service revenue 3,851 4,049 (198) (4.9)%
Research and development 7,586 6,386 1,200 18.8 %
Sales and marketing 6,908 6,663 245 3.7 %
General and administrative 11,445 13,195 (1,750) (13.3)%

Total costs and operating expenses 39,880 39,963 (83) (0.2)%
Loss from operations (27,651) (29,926) 2,275 (7.6)%
Other income (expense):

Interest income, net 1,821 2,076 (255) (12.3)%
Other (expense) income, net (52) (40) (12) 30.0 %

Total other income (expense), net 1,769 2,036 (267) (13.1)%
Loss before income taxes (25,882) (27,890) 2,008 (7.2)%
Income tax expense 18 13 5 38.5 %

Net loss $ (25,900) $ (27,903) $ 2,003 (7.2)%

Revenue

Product revenue increased by $1.8 million, or 27.1%. The increase was driven primarily by higher volumes of both system placements and
consumable shipments as well as higher average selling prices in consumables. Higher system-related revenue, particularly from our LIMS connection
software, also contributed to the increase.

Service revenue increased by $0.4 million, or 12.3%. The increase in service revenue was primarily driven by increases in revenue related to
validations and installations as well as higher service contract revenue as a result of an increase in the cumulative number of Growth Direct systems
validated and under such contracts.

Costs and operating expenses

Costs of revenue

Cost of product revenue increased by $0.4 million or 4.3%. The increase in cost of product revenue was driven by higher volume of both Growth
Direct systems and consumables sold. The higher sales volume of both product lines resulted in a $0.9 million increase when compared to the prior year
period. This increase was partially offset by decreased material, labor and overhead costs as a result of the impact of cost reduction activities,
improvements in production efficiencies and increased output for both consumables and systems.

Cost of service revenue decreased by $0.2 million, or 4.9%. This decrease was primarily attributable to lower headcount and headcount-related
costs.
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Research and development

Six Months Ended
June 30, Change

2024 2023 Amount %
(dollars in thousands)

Research and development $ 7,586 $ 6,386 $ 1,200 18.8 %
Percentage of total revenue 62.0 % 63.6 %

Research and development expenses increased by $1.2 million, or 18.8%. This increase was primarily due to higher spending on new product
development activities, including our rapid sterility application, as well as increased headcount-related costs, engineering costs, and facilities costs related
to our innovation center and lab in our existing Lexington, Massachusetts facility.

Sales and marketing

Six Months Ended
 June 30, Change

2024 2023 Amount %
(dollars in thousands)

Sales and marketing $ 6,908 $ 6,663 $ 245 3.7 %
Percentage of total revenue 56.5 % 66.4 %

Sales and marketing expenses increased by $0.2 million, or 3.7%. This increase was primarily due to an increase in headcount-related costs due to
the timing of new hires during the six months ended June 30, 2023 despite headcount being flat between the periods,

General and administrative

Six Months Ended
 June 30, Change

2024 2023 Amount %
(dollars in thousands)

General and administrative $ 11,445 $ 13,195 $ (1,750) (13.3)%
Percentage of total revenue 93.6 % 131.5 %

General and administrative expenses decreased by $1.8 million, or 13.3%. This decrease was attributable to lower headcount and related costs as
well as lower bonus expense related to the 2022 retention bonus program which ended in the third quarter of 2023. Lower public company operating costs,
including third-party legal fees and business insurance premiums, also contributed to the decrease.

Other income (expense)

Interest income

Interest income decreased $0.3 million, or 12.3% due to lower investment balances during the six months ended June 30, 2024 as compared to the
prior year period.

Other expense

Other expense, which is comprised of miscellaneous expenses unrelated to our core business, were flat for each of the six months ended June 30,
2024 and 2023.
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Income tax expense (benefit)

Income tax expense was less than $0.1 million for each of the six months ended June 30, 2024 and 2023. The expense is attributable to an income
tax provision related to our German subsidiary.

Liquidity and capital resources

Since our inception, we have incurred operating losses. To date, we have funded our operations primarily through proceeds from sales of
redeemable convertible preferred stock, borrowings under loan agreements, revenue from sales of our products and services, and proceeds from our IPO.

In July 2024, we completed an enterprise-wide review of opportunities to realize operational efficiencies. Based on the results of this review, we
are implementing our Operational Efficiency Program for certain cost actions including a reduction in tour current workforce, the closure of open and
planned positions, and reductions in other non-headcount-related expenses across the business. These actions are expected to result in approximately $7
million in annual cash savings and enable us to achieve positive cash flow by the end of 2027 without additional financing.

We plan to continue to invest in key initiatives that are expected to drive future revenue growth and gross margin improvement, including product
development and cost reduction programs. We expect to record a charge of approximately $0.7 million in the third quarter of 2024 related to the
Operational Efficiency Program.

We believe that our cash, cash equivalents and investments will enable us to fund our operating expenses and capital expenditure requirements for
at least twelve months following the date the condensed consolidated financial statements contained in this Quarterly Report on Form 10-Q for the quarter
ended June 30, 2024 were issued.

As of June 30, 2024, we had the following cash and investment-related assets on our condensed consolidated balance sheet (in thousands):

June 30, 2024

Cash and cash equivalents $ 37,121 
Short-term investments 32,269 
Restricted cash 284 

Total $ 69,674 

Contractual obligations and commitments

In October 2013, we entered into an operating lease for office and manufacturing space in Lowell, Massachusetts. In March 2022, we amended the
lease to increase the amount of facility space subject to the lease and extend the expiration of the lease from July 2026 to July 2029. The terms of the
amendment include options for a one-time, five-year extension of the lease and early termination of the lease in July 2026 (subject to an early termination
fee). Monthly rent payments are fixed and future minimum lease payments under the lease (as amended) are $3.3 million as of June 30, 2024, including
$0.6 million in short-term obligations.

 
In June 2021, we entered into a sublease agreement for our Lexington, Massachusetts headquarters, which expires in June 2029. The sublease

includes an option to terminate the sublease in July 2026, subject to an early termination fee. Monthly rent payments are fixed and future minimum lease
payments over the term of the sublease are $3.8 million as of June 30, 2024, including $0.7 million in short-term obligations. Concurrent with entering into
the sublease agreement, we executed an option agreement with the property owner which provides us the option to enter into a new direct lease for our
Lexington, Massachusetts facility for an additional five years following expiration of the sublease.
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Cash flows

The following table summarizes our sources and uses of cash for each of the periods presented (in thousands):

Six Months Ended June 30,
2024 2023

Net cash used in operating activities $ (25,644) $ (25,876)
Net cash provided by investing activities 38,332 27,379 
Net cash provided by financing activities 148 113 
Net increase in cash and cash equivalents and restricted cash $ 12,836 $ 1,616 

Operating activities

During the six months ended June 30, 2024, net cash used in operating activities was $25.6 million, a decrease of $0.2 million compared to the
prior-year period. The lower use of net cash was primarily a result of the timing of payments to vendors. This decrease was offset by increased inventory
purchases, decreased receipts of our accounts receivable due to the timing of system placements, and higher usage of cash to settle accrued expenses and
other current liabilities mainly as a result of higher annual bonus program payments made during the six months ended June 30, 2024. During the six
months ended June 30, 2023, these payments were limited due to annual bonuses being temporarily replaced by a retention bonus program for non-
executive employees in that period. The temporary retention bonus program was established in connection with our August 2022 restructuring action and
concluded in the third quarter of 2023.

During the six months ended June 30, 2024, net cash provided by investing activities was $38.3 million, compared to $27.4 million during the six
months ended June 30, 2023. The change was largely attributable to lower investment maturities partially offset by lower investment purchases.

Financing activities

During the six months ended June 30, 2024, net cash provided by financing activities was flat compared to the six months ended June 30, 2023 at
$0.1 million.

Nasdaq notice of failure to satisfy a continued listing rule

On February 2, 2024, we received a notification letter from the Nasdaq Listing Qualifications Staff of The Nasdaq Stock Market LLC ("Nasdaq")
notifying us that the bid price for our Class A common stock, par value $0.01 per share, had closed below $1.00 per share for the preceding thirty
consecutive business days and that, as a result, we were not in compliance with the minimum bid price requirement for continued inclusion on the Nasdaq
Global Select Market under Nasdaq Listing Rule 5550(a)(2) (the “Bid Price Requirement”). To regain compliance, the closing bid price of our common
stock must be at least $1.00 or higher for a minimum of ten consecutive business days, though Nasdaq has the discretion to extend the ten business day
period to up to 20 consecutive business days.

The initial period during which we were required to regain compliance with the Bid Price Requirement expired on July 31, 2024. Because we did
not regain compliance with the requirement during the initial period, we will transfer the listing of our Class A common stock to the Nasdaq Capital
Market, effective at the opening of business on August 5, 2024, in order to secure an additional 180 calendar day compliance period ending on January 27,
2025. As a condition of securing such additional compliance period, we informed Nasdaq that we intend to regain compliance with the Bid Price
Requirement during the second compliance period, which may include the implementation of a reverse stock split if necessary. We intend to monitor the
closing bid price of our Class A common stock and take such reasonable measures to regain compliance with the Bid Price Requirement. However, there
can be no assurance that we will be able to regain compliance with the Bid Price Requirement even during the second compliance period, nor can there be
any assurance that we will receive the necessary approvals from our stockholders to effect a reverse stock split. If we do not cure the deficiency during the
additional compliance period and regain compliance with the Bid Price Requirement, Nasdaq will provide written notice that our common stock will be
subject to delisting. In the event of such notification, we may appeal Nasdaq’s delisting determination. However, there can be no assurance that, if we
receive a delisting notice and appeal the delisting determination by Nasdaq, such appeal would be successful. As a result, there can be no assurance that we
will be able to continue the listing of our Class A common stock on Nasdaq.
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Seasonality

Our revenues vary from quarter to quarter as a result of factors such as our customers’ budgetary cycles and extended summer vacation periods
that can impact our ability to deliver products and provide onsite services to our customers during those periods. We expect this volatility to continue for
the foreseeable future, which may cause fluctuations in our operating results and financial metrics.

Critical accounting estimates

Our condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United
States. The preparation of our consolidated financial statements and related disclosures requires us to make estimates and judgments that affect the reported
amounts of assets, liabilities, costs and expenses, and the disclosure of contingent assets and liabilities in our consolidated financial statements. Our
estimates are based on our historical experience, known trends and events 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 values of assets and liabilities that are not readily apparent from other sources.
We evaluate our estimates and assumptions on an ongoing basis. Our actual results may differ from these estimates under different assumptions or
conditions.

Our significant accounting policies are described in more detail in Note 2 — Summary of Significant Accounting Policies to our condensed
consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q. There have been no significant changes in our critical
accounting policies and estimates as compared to the critical accounting policies and estimates disclosed in the section titled “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” included in the 2023 Form 10-K, other than as disclosed in Note 2 — Summary of
Significant Accounting Policies — to our condensed consolidated financial statements appearing elsewhere in this Quarterly Report on Form 10-Q.

Recently issued accounting pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position, results of operations or cash flows
is disclosed in Note 2 — Summary of Significant Accounting Policies — to our condensed consolidated financial statements appearing elsewhere in this
Quarterly Report on Form 10-Q.

Emerging growth company status

The Jumpstart Our Business Startups Act of 2012 (the "JOBS Act"), permits an “emerging growth company” such as us 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. We have elected to use this extended transition period for complying with new or revised accounting standards that have different
effective dates for public and private companies until the earlier of the date we (i) are no longer an emerging growth company or (ii) affirmatively and
irrevocably opt out of the extended transition period provided in the JOBS Act. As a result, we will not be subject to the same new or revised accounting
standards as other public companies that are not emerging growth companies, and our financial statements may not be comparable to other public
companies that comply with new or revised accounting pronouncements as of public company effective dates. We may choose to early adopt any new or
revised accounting standards whenever such early adoption is permitted for private companies.

We will cease to be an emerging growth company on the date that is the earliest of (i) the last day of the fiscal year in which we have total annual
gross revenues of $1.235 billion or more, (ii) the last day of our fiscal year following the fifth anniversary of the date of the closing of the IPO, (iii) the date
on which we have issued more than $1.0 billion in nonconvertible debt during the previous three years or (iv) the date on which we are deemed to be a
large accelerated filer under the rules of the Securities and Exchange Commission.

Further, even after we no longer qualify as an emerging growth company, we may still qualify as a “smaller reporting company,” which would
allow us to take advantage of many of the same exemptions from disclosure requirements, including reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements. We cannot predict if investors will find our common shares less attractive because we may rely
on these exemptions. If some investors find our common shares less attractive as a result, there may be a less active trading market for our common shares
and our share price may be more volatile.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk in the ordinary course of our business. Market risk represents the risk of loss that may impact our financial position
due to adverse changes in financial market prices and rates. Our market risk exposure is primarily a result of fluctuations in interest rates and inflationary
pressure. There has been no material change in our exposure to market risks from that discussed in Part II, Item 7A, “Quantitative and Qualitative
Disclosures About Market Risk” of the 2023 Form 10-K.

Item 4. Controls and Procedures

Limitations on effectiveness of controls and procedures

In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives. The design of any system of controls also is
based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its
stated goals under all potential future conditions. Over time, controls may become inadequate because of changes in conditions, or the degree of
compliance with the policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to
error or fraud may occur and not be detected.

Evaluation of disclosure controls and procedures

Our management, with the participation of our principal executive officer and principal financial officer, evaluated, as of the end of the period
covered by this Quarterly Report on Form 10-Q, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (the "Exchange Act")). Our disclosure controls and procedures are designed to ensure (a) that
information required to be disclosed in the reports we file or submit under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms, and (b) that information required to be disclosed by us in reports filed or submitted under the Exchange
Act is accumulated and communicated to our management, including our principal executive officer and principal financial officer to allow timely
decisions regarding required disclosures. Based on that evaluation, our principal executive officer and principal financial officer concluded that, as of
June 30, 2024, our disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
during the quarter ended June 30, 2024 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we may become involved in litigation or other legal proceedings. We are not currently a party to any material litigation or legal
proceedings that, in the opinion of our management, are probable to have a material adverse effect on our business. Regardless of outcome, litigation can
have an adverse impact on our business, financial condition, results of operations and prospects because of defense and settlement costs, diversion of
management resources and other factors.

Item 1A. Risk Factors.

Our business involves significant risks. Stockholders should carefully consider the risks and uncertainties described below and the other information in this
Quarterly Report on Form 10-Q. Our business, financial condition, results of operations, or prospects could be materially and adversely affected if any of
these risks occurs, and as a result, the market price of our Class A common stock could decline and stockholders could lose all or part of their investment.
This Quarterly Report on Form 10-Q also contains forward-looking statements that involve risks and uncertainties. See “Forward-Looking Statements” on
page 3. Our actual results could differ materially and adversely from those anticipated in these forward-looking statements as a result of certain important
factors, including those set forth below.

The risk factors denoted with a “*”, if any, are newly added or have been materially updated from our 2023 Form 10-K.

Risks Related to Our Financial Position and Need for Capital

We have incurred significant losses since inception, we expect to incur losses in the future and we may not be able to achieve and maintain positive
cash flow and profitability.

We have incurred significant losses since our inception. For the three months ended June 30, 2024, we incurred a net loss of $12.6 million. As of
June 30, 2024, we had an accumulated deficit of $454.3 million. Based on our enterprise-wide review of opportunities to realize operational efficiencies,
we are implementing certain cost-savings actions including a reduction in our current workforce, the closure of open and planned positions and reductions
in other non-headcount-related expenses across the business (the “Operational Efficiency Program”). However, in future periods, our operating expenses
may continue to increase as we grow our business. Since our inception, we have financed our operations primarily from private placements of equity, the
incurrence of indebtedness, our initial public offering, and to a lesser extent, revenue derived from our Growth Direct platform and non-commercial
contracts. We have devoted substantially all of our resources to the development and commercialization of our Growth Direct platform and to development
activities related to advancing and expanding our technological capabilities. While we are implementing our Operational Efficiency Program with the goal
of achieving positive cash flow without additional financing, there can be no assurance that we will attain this goal. Our Operational Efficiency Program
and intention to reach positive cash flow are based on our expectations of business performance that are generally consistent with our historical
performance, including with respect to revenue and gross margins, which may not be replicated in future periods. Our goal also depends on our ability to
realize additional cost savings that we believe are reasonably achievable, but are not guaranteed. We will need to generate significant additional revenue,
significantly improve our gross margin and/or further reduce costs to achieve positive cash flow and profitability, and even if achieved, we cannot be sure
that we will sustain positive cash flow and profitability for any substantial period of time. While our goal to achieve positive cash flow is underpinned by
our recent and historical performance, such performance is not necessarily indicative of our future results.

Our limited operating history makes it difficult to evaluate our future prospects and the risks and challenges we may encounter.

We launched our current second-generation Growth Direct platform in 2017 for which we are continuing to grow our manufacturing and sales and
marketing capabilities. Consequently, predictions about our future success or viability may not be as accurate as they could be if our products had a longer
commercial history. While our product and services revenue has continued to increase in recent periods, if our strategy to grow and scale our business is not
successful, we may not be able to achieve continued revenue growth. Our limited operating history, evolving business and rapid growth make it difficult to
evaluate our future prospects and the risks and challenges we may encounter, and we may not continue to grow at or near historical rates.
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In addition, as we seek to innovate in and disrupt the current microbial quality control market, we may encounter unforeseen expenses, difficulties,
complications, delays and other known and unknown challenges. We are transitioning to a company capable of supporting commercial manufacturing, sales
and marketing at scale in the United States and abroad. We may not be successful in such a transition and, as a result, our business may be adversely
affected.

Our business depends on the commercial success of our Growth Direct platform, which may not be achieved or maintained.

Our business is dependent on sales of our Growth Direct systems and related consumables and services. Our ability to achieve and maintain
commercial market acceptance of our Growth Direct platform will depend on a number of factors, including:

• significant acceptance by drug manufacturers of automated microbial quality control, or MQC, testing;

• our ability to increase awareness of the capabilities of automated MQC testing and our technology and solutions;

• our customers’ willingness to adopt new technologies and workflows;

• our ability to integrate our platform with our customers’ existing workflows, including related to regulatory validation processes;

• whether our platform reliably provides advantages over the conventional, manual method of MQC testing and other automated technologies and is
perceived by customers to be cost effective;

• the continued growth of the pharmaceutical and biopharmaceutical industry, in particular biologics and cell and gene therapies;

• our ability to execute on our business strategy, including continuing to expand in the market for cell and gene therapies;

• the rate of adoption of our platform and solutions by drug manufacturers;

• prices we charge for our systems and consumables;

• the relative reliability and robustness of our platform as a whole and the components of our platform;

• our ability to develop new products for existing customers and to expand our capabilities within the MQC testing workflow;

• our ability to expand the use of our platform with existing customers;

• other competitive automated MQC testing platforms; and

• the impact of our investments in product innovation and commercial growth.

We cannot assure our stockholders that we will be successful in addressing each of these criteria or other criteria that might affect the market
acceptance of our products. If we are unsuccessful in achieving and maintaining commercial market acceptance of our Growth Direct platform, our
business, financial condition, results of operations and prospects could be adversely affected.

Our operating results have fluctuated significantly in the past and will fluctuate significantly in the future, which makes our future operating results
difficult to predict and could cause our operating results to fall below expectations.

Our quarterly and annual operating results have fluctuated significantly in the past and may fluctuate significantly in the future, which makes it
difficult for us to predict our future operating results. These fluctuations may occur due to a variety of factors, many of which are outside of our control,
including, but not limited to:
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• our customers’ tendency to purchase our Growth Direct system, including multiple systems, in a single transaction, resulting in significant
variations in sales of our systems over time;

• the level of demand for our platform and solutions, which may vary significantly;

• the length of time of the sales cycle for purchases of our systems;

• seasonality in our business due to our customers’ budgetary cycles and time off during summer vacation and end-of-year periods;

• lead time needed for validation prior to our customers’ using and purchasing our consumables;

• changes in demand for our consumables;

• the timing and cost of, and level of investment in, technology development and commercialization activities, which may change from time to time;

• the start, completion, and output of manufacturing runs;

• the costs of manufacturing and shipping our products or of providing services to our customers, which may impact our operating gross margin in
any given period;

• system repairs or replacements that may impact our customers’ confidence in us and our products and our reputation in the market;

• the relative reliability and robustness of our platform;

• the introduction of new products or product enhancements by us or others in our industry;

• expenditures that we may incur to acquire, develop or commercialize additional products and technologies;

• expenditures involved in preparing, filing, prosecuting, maintaining, defending and enforcing patent claims;

• future accounting pronouncements or changes in our accounting policies;

• the ability of our sales organization to design and execute effective sales processes;

• our implementation of cost reduction efforts, and the resulting costs and savings related to these actions; and

• general market conditions and other factors, including factors, such as inflation, unrelated to our operating performance or the operating
performance of our competitors.

The effect of any single factor, or the cumulative effects of a combination of factors, could result in large fluctuations and unpredictability in our
quarterly and annual operating results. As a result, comparing our operating results on a period-to-period basis may not be meaningful. Investors should not
rely on our past results as an indication of our future performance. We may continue to experience fluctuations in our operating results as a result of these
factors.

We have in the past and may in the future fail to meet our publicly announced guidance or other expectations about our business and future operating
results, which could adversely affect our business, reputation and financial results and cause our stock price to decline.

From time to time, we announce earnings guidance and other expectations regarding the future performance of our business in our quarterly and
annual earnings conference calls, quarterly and annual earnings releases, or otherwise, that represents our management’s estimates as of the date of such
disclosure. This guidance includes forward-looking statements based on projections prepared by our management. Projections are based upon a number of
assumptions and estimates that are based on information known when they are issued, and, while presented with numerical specificity, are inherently
subject to significant business, economic, and competitive uncertainties and contingencies relating to our business, many of which are beyond our control
and are based upon specific assumptions with respect to future business

48



Table of Contents

decisions, some of which will change. It can be expected that some or all of the assumptions underlying any guidance furnished by us will not materialize
or will vary significantly from actual results. From time to time, we provide possible outcomes as high and low ranges, but these are not intended to imply
that actual results could not fall outside of the suggested ranges.

Our actual business results may vary significantly from such guidance due to a number of factors, many of which are outside of our control,
including our customers’ demand for our Growth Direct systems, the length of the sales cycle for purchases of our systems, customer site readiness and the
lead time needed for validation of our systems prior to customers using and purchasing our consumables, the costs of manufacturing and shipping our
products or of providing services to our customers, as well as the impact of global economic uncertainty and financial market conditions, geopolitical
events, such as conflicts in Ukraine and the Middle East, rising inflation, rising interest rates, and public health crises, all of which have in the past and may
in the future adversely affect our business and operating results. Furthermore, if we make downward revisions of our previously announced guidance, or if
our publicly announced guidance of future operating results fails to meet expectations of securities analysts, investors, or other interested parties, we may
experience adverse effects on our business and reputation and the price of our common stock could decline.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions underlying the guidance furnished by us
will not materialize or will vary significantly from actual results. Accordingly, our guidance is only an estimate of what management believes is realizable
as of the date of such disclosure. Actual results may vary from our guidance and the variations may be material. Investors are urged to exercise caution
when using our guidance in making an investment decision regarding our common stock. Any failure to successfully implement our business strategy or
the occurrence of any of the events or circumstances set forth in this Risk Factors section in this Quarterly Report on Form 10-Q could result in the actual
operating results being different from our guidance, and the differences may be adverse and material.

If we cannot maintain the level of sales of our Growth Direct systems or the sales of our consumables and service contracts to existing customers
declines, our future operating results would be adversely affected.

Many of our customers purchase multiple Growth Direct systems at the same time and we expect them to use these systems for many years before
needing to purchase new systems. Our ability to generate revenue depends on our ability to sell our Growth Direct system to new customers or expand the
use of our system by existing customers. Our current commercial strategy includes targeting sales to customers that are receptive to entering into multi-
system deals with us. As a result, in the near term, we have observed and we continue to expect that a significant portion of our revenue to primarily be
generated from a small number of different customers each year. We also rely on consumables and service contracts as a source of recurring revenue from
our existing customers. These consumables and service contracts are purchased on an as-needed basis and, as a result, revenue from these sources may be
subject to change, as customers’ purchasing practices and policies change or their demand for our consumables and service contracts change. For example,
in the past, we have experienced occasions in which customers’ facilities in which our Growth Direct systems were used have been closed or sold, which
resulted in the reduction, suspension, or cessation of purchases of consumables at such sites. If we are unable to sell our Growth Direct system to new
customers, if our existing customers do not expand their use of our system, or if our existing customers decide to purchase fewer of our consumables and
service contracts or terminate their relationships with us, our revenue could significantly decrease, which would have an adverse effect on our financial
condition and results of operations and could adversely impact our ability to execute on our growth strategy.

We may need to raise additional capital to fund our existing operations, improve our platform or develop and commercialize new products or expand
our operations.

We expect that our efforts to maintain our position in the MQC industry, including improving our Growth Direct platform and developing new
products, will continue to require significant resources. Based upon our current operating plan, we believe our existing cash, cash equivalents, and
investments as of June 30, 2024 of approximately $70 million (rounded), and anticipated cash flow from operations, will enable us to fund our operating
expenses and capital expenditure requirements for at least twelve months following the date these consolidated financial statements were issued. This
estimate and our expectation regarding the sufficiency of our existing cash, cash equivalents, and investments are based on assumptions that may prove to
be wrong, and we could use our available capital resources sooner than we currently expect. Until such time, if ever, as we can generate sufficient cashflow,
we may finance our cash needs through a combination of equity offerings and debt financings or other sources. We do not currently have any committed
external source of funds. While we are implementing our Operational Efficiency Program with the goal of achieving positive cash flow without additional
financing, there can be no assurance that we will attain this goal. Our Operational Efficiency Program and
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intention to reach positive cash flow are based on our expectations of business performance that are generally consistent with our historical performance,
including with respect to revenue and gross margins, which may not be replicated in future periods. Our goal also depends on our ability to realize
additional cost savings that we believe are reasonably achievable, but are not guaranteed. In addition, we may selectively and opportunistically seek
additional capital due to favorable market conditions or strategic considerations, even if we believe that we have sufficient funds for our current or future
operating plans.

Our present and future funding requirements will depend on many factors, including:

• our ability to achieve revenue growth;

• the costs of manufacturing and shipping our products or of providing services to our customers, which may impact our operating gross margins in
any given period;

• the cost of maintaining our operations, manufacturing, our product offerings, and our sales and marketing efforts;

• our rate of progress in and costs of launching and commercializing new products, and the cost of the sales and marketing activities associated
with, establishing and expanding adoption of our Growth Direct system;

• our rate of progress in, and cost of research and development activities associated with, products in research and development;

• the effect of competing technological and market developments;

• any expenses we may incur in connection with undertaking efforts to improve our environment, social and governance metrics as requested by our
customers, investors and other stakeholders;

• the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing patent claims; and

• costs related to domestic and international expansion.

To the extent that we raise additional capital through the sale of equity or convertible debt securities, the ownership interests of our common
stockholders will be diluted, and the terms of these securities may include liquidation or other preferences that adversely affect the rights of our common
stockholders. In addition, debt financing and preferred equity financing, if available, may involve agreements that include covenants limiting or restricting
our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends. If we raise additional funds
through collaborations, strategic alliances or marketing, distribution or licensing arrangements with third parties, we may be required to relinquish valuable
rights to our technologies, intellectual property, future revenue streams or products or grant licenses on terms that may not be favorable to us. Furthermore,
any capital raising efforts may divert our management from their day-to-day activities, which may adversely affect our ability to advance product
development activities. If we are unable to raise additional funds when needed, we may be required to delay, limit, reduce or terminate product
development or commercialization efforts.

Risks Related to Our Business and Strategy

Our business relies heavily on establishing and maintaining our position in the market as a leading provider of automated MQC testing.

Our future profitability will depend on our ability to successfully execute and maintain a sustainable business model and generate continuous
streams of revenue. Our business model is premised on our position as a leader in automated MQC testing and the competitive advantages that such
position creates. Our Growth Direct platform, among other things, is designed to reduce the amount of time for MQC testing and the opportunity for human
error in what we believe is a more cost-effective manner than traditional MQC testing. However, if competitors develop and commercialize an automated
MQC testing platform and are able to obtain traction with customers, we may not be able to maintain our lead position and execute our business strategy. If
we are unable to expand or continue to expand our customers in growing areas of drug manufacturing, such as biologics and cell and gene therapies,
continue to grow market adoption of our Growth Direct platform, and maintain our position as the industry leader in automated MQC testing, our business,
prospects, financial condition and results of operation could be adversely affected.
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We may not be successful in expanding our business with existing customers and driving adoption of our solutions with new customers.

Our success will depend on our ability to expand our business with existing customers and to target new drug manufacturing customers to capture
a greater share of the MQC testing value chain. Our ability to grow our business with existing customers will depend on our ability to broaden the
application of our automated MQC testing to a larger portion of the MQC testing workflow and to increase the number of Growth Direct systems in their
manufacturing facilities. Our ability to expand our business will also depend on our ability to attract new customers and to integrate our platform with new
methods of manufacturing, such as cell and gene therapies. Future revenue growth will also depend on our ability to develop and market new products,
technologies and solutions to meet our customers’ evolving needs, as well as our ability to identify new applications and customers for our technology in
additional industries beyond the drug manufacturing industry.

As we continue to scale our business, we may find that certain of our products, certain customers or certain industries may require a dedicated
sales force or sales personnel with different experience than those we currently employ. Identifying, recruiting and training additional qualified personnel
would require significant time, expense and attention. If we are unable to drive new customer conversion to automated MQC and our Growth Direct
platform, expand adoption of our Growth Direct platform into new industries and markets, or increase the usage and value of our platform to our
customers, then our business, financial condition, results of operations and prospects could be adversely affected.

We may not successfully expand our Growth Direct platform to customers who manufacture cell and gene therapies.

Our ability to expand our Growth Direct platform to customers who manufacture cell and gene therapies depends upon our ability to integrate our
platform with the novel manufacturing processes being developed for these therapies. Companies that manufacture cell and gene therapies are developing
new approaches to handle this manufacturing method, including novel facility layouts, new processes and workflows, and new quality and risk
management frameworks. Unlike traditional “small molecule” drug manufacturing, the manufacture of biologics, and cell and gene therapies in particular,
is more time sensitive and subject to increased risk of contamination due to material handling and process change-over. There are also currently a small
number of cell and gene therapies approved by the FDA. While we have experience providing automated MQC testing for customers that manufacture a
number of these approved therapies, we may encounter challenges or unexpected issues as we apply our Growth Direct platform to testing a greater number
of therapies as they are approved in future. We cannot be certain that we will be able to successfully or consistently integrate our platform with this novel
manufacturing process. If we are unable to successfully expand our Growth Direct platform into this growing segment of therapeutic manufacturing, our
business and financial position may be adversely affected.

The size of the markets and forecasts of market growth for automated MQC testing and other of our key performance indicators are based on a number
of complex assumptions and estimates, and may be inaccurate.

We estimate annual total addressable markets and forecasts of market growth for our Growth Direct platform. We have also developed a standard
set of key performance indicators in order to enable us to assess the performance of our business in and across multiple markets, and to forecast future
revenue. These estimates, forecasts and key performance indicators are based on a number of complex assumptions, internal and third-party estimates and
market studies, and other business data, including assumptions and estimates relating to our ability to generate revenue from the expansion of our platform
into new drug manufacturing areas and new industries. While we believe our assumptions and the data underlying our estimates and key performance
indicators are reasonable, there are inherent challenges in measuring or forecasting such information. As a result, these assumptions and estimates may not
be correct and the conditions supporting our assumptions or estimates may change at any time, thereby reducing the predictive accuracy of these underlying
factors and indicators. As a result, our estimates of the total addressable market and our forecasts of market growth for our current or future products may
prove to be incorrect, and our key performance indicators may not reflect our actual performance. If the total addressable market or the potential market
growth for our platform is smaller than we have estimated or if the key performance indicators we utilize to forecast revenue are inaccurate, it may impair
our sales growth and have an adverse impact on our business, financial condition, results of operations and prospects.

New product development involves a lengthy and complex process and we may be unable to develop or commercialize products on a timely basis, or at
all.

Products from our development programs will take time and considerable resources to develop, and may include improvements or changes to our
systems, software and consumables. We may not be able to complete development and
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commercialize them on a timely basis, or at all. There can be no assurance that our development programs will produce commercial products and solutions
and before we can commercialize any new products, we will need to expend significant funds in order to:

• conduct substantial research and development, which may include validation studies;

• further develop and scale our engineering and manufacturing processes to accommodate different products;

• further develop and scale our infrastructure to be able to analyze increasingly large amounts of data; and

• utilize data and analytical insights generated from existing Growth Direct platform in our research and development programs in order to advance
these programs.

Our product development processes involve a high degree of risk, and these efforts may be delayed or fail for many reasons, including:

• failure of the product to perform as expected;

• higher costs than anticipated; and

• failure to reliably demonstrate the advantages of our products.

In addition, if we are unable to generate additional data and insights from our existing Growth Direct platforms, then we may not be able to
advance these programs as quickly, or at all, or without significant additional investment, all of which could have a material adverse effect on our product
development efforts.

Even if we are successful in developing new products, it will require us to make significant additional investments in marketing and selling
resources in order to commercialize any such products. For example, we recently made generally available for commercial sale our Rapid Sterility
application for use on the Growth Direct system, for which we have expended significant time and resources to develop and placed our first Rapid Sterility
system with an existing customer. We continue to scale our manufacturing capabilities for Rapid Sterility in the second half of 2024. In addition, there can
be no assurance that we will successfully commercialize this new sterility test, scale our manufacturing capabilities to support customer demand or that this
product will achieve broad acceptance by customers. Furthermore, because this is a new application, we may encounter technical or other product
challenges as customers adopt and implement Growth Direct Rapid Sterility into their workflows. We may be unsuccessful in commercializing new
products that we develop, which could adversely affect our business, financial condition, results of operations and prospects.

Our customers use our Growth Direct platform as part of their quality-control workflow, which is subject to regulation by the FDA and other
comparable regulatory authorities.

We provide products and services used for quality-control testing in pharmaceutical product manufacturing. Our customers are subject to extensive
regulations by the FDA and similar regulatory authorities in other countries, including, for example, cGMP regulations and associated requirements to
validate the methods used to manufacture their products. To meet their regulatory compliance requirements, our customers have implemented quality-
control workflows to monitor for microbial growth and contamination. While our Growth Direct platform is not regulated directly by the FDA or other
comparable authorities and we have not verified our Growth Direct platform for compliance with such regulations, we have designed our platform to be
integrated as part of a compliant quality-control workflow. If our Growth Direct platform is unable to meet regulatory standards for compliance or we are
unable to update our platform to meet new regulatory requirements, we will lose customers and our business will be adversely affected. While under our
agreements with our customers we are not liable for non-compliance of our Growth Direct platform, if a customer experienced a compliance failure due to
our Growth Direct platform, or that the customer attributes to our Growth Direct platform, our reputation could be harmed and our business prospects
adversely affected.

If we are unable to manage our inventory and support demand for existing and future products on the Growth Direct platform, our business could
suffer.

As the number of customers using the Growth Direct platform grows and our volume of installed systems increases, we will need to continue to
increase our capacity for customer service and support, including maintenance
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services of our systems, and expand our manufacturing capabilities. As a result, we will also need to purchase additional equipment, some of which can
take several months or more to procure, setup and validate, and increase our personnel levels to meet increased demand. Additionally, we maintain certain
levels of inventory to support future manufacturing efforts. If our inventory should exceed our customer demand, then it may not be sold at a pace that
keeps up with the development of our technology and may therefore become obsolete or no longer competitive in the marketplace. We may be unable to
sell such excess inventory, which could adversely impact our working capital and result in our expenditure of resources to accumulate inventory that we are
unable to sell. There is no assurance that any of these measures taken with respect to scale, expansion of personnel, equipment, manufacturing or services
will be successfully implemented, or that we will have adequate space, including in our manufacturing facility, to accommodate such required expansion.

In addition, if we commercialize additional products in the future, we will need to incorporate new equipment, implement new technology systems
and processes, and hire new personnel, possibly with supplemental or different qualifications as compared to our current personnel. Failure to manage this
growth or transition could result in product delays, higher cost of product revenue, declining product quality, deteriorating customer service and slower
responses to competitive challenges. A failure in any one of these areas could make it difficult for us to meet market expectations for our products and
could damage our reputation and the prospects for our business.

We have limited experience in marketing and sales, and if we are unable to improve the effectiveness of our marketing and sales organization with new
and existing customers and address our customers’ needs or to expand our customer base, our business may be adversely affected.

We have limited experience in marketing and selling our products and we currently rely on a small team to make direct sales in countries around
the world. There are significant risks involved with relying on our own marketing and sales capabilities, including our ability to design and execute
effective sales processes, generate and convert sufficient sales opportunities into new customers and place additional systems with existing customers. We
have recently expanded our sales organization and implemented measures designed to improve the effectiveness of our salesforce, but there can be no
assurance that those efforts will translate into improved commercial outcomes.

Competition for employees capable of selling expensive instruments into the pharmaceutical industry is intense. There are significant expenses
and risks involved with having our own sales and marketing team, including our ability to hire, train, retain, and appropriately incentivize a sufficient
number of qualified individuals, generate sufficient sales leads and provide our sales and marketing team with adequate access to customers who may want
to purchase our products, effectively manage a geographically dispersed sales and marketing team, and other unforeseen costs and expenses. We may not
be able to attract and retain personnel or be able to build an efficient and effective sales organization, which could negatively impact sales and market
acceptance of our products and limit our revenue growth and potential profitability. In addition, the time and cost of establishing a specialized sales,
marketing and service force for a particular product or service may be difficult to justify in light of the revenue generated or projected.

We may engage distributors or other strategic partners for the sale of our products, including in jurisdictions outside of the U.S. There can be no
assurance that we can identify and enter into arrangements with distributors or other strategic partners on terms that are favorable to us or at all. In some
cases, we would exert limited control over these distributors, and if their sales and marketing efforts for our products are not successful, our business would
be materially and adversely affected. We may not be successful in locating, qualifying and engaging distributors with industry experience and knowledge,
including that of jurisdictions outside of the U.S. Even if we are successful in identifying distributors, such distributors may engage in sales practices that
violate federal, state, local or foreign laws or our internal policies. Furthermore, with respect to distributors in non-U.S. jurisdictions, sales practices
utilized by any such distributors that are locally acceptable may not comply with sales practices standards required under U.S. laws that apply to us, which
could create additional compliance risk.

Any of these issues could impair our ability to successfully place our Growth Direct systems and meet our revenue expectations.

*Our Operational Efficiency Program, including a reduction in workforce, may not result in anticipated savings, could result in total costs and
expenses that are greater than expected and could disrupt our business.

We are implementing our Operational Efficiency Program, which includes a reduction in our current workforce, the closure of open and planned
positions and reductions in other non-headcount-related expenses across the business. While the goal of our Operational Efficiency Program is to achieve
positive cash flow by the end of 2027 without additional financing, there can be no assurance that we will attain this goal. Our Operational Efficiency
Program and
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intention to reach positive cash flow are based on our expectations of business performance that are generally consistent with our historical performance,
including with respect to revenue and gross margins, which may not be replicated in future periods. Our goal also depends on our ability to realize
additional cost savings that we believe are reasonably achievable, but are not guaranteed.

As a result, we may not realize, in full or in part, the anticipated benefits and cost savings from our Operational Efficiency Program due to
unforeseen difficulties, delays or unexpected costs. If we are unable to realize the expected operational efficiencies and cost savings from our Operational
Efficiency Program, while maintaining our business performance, our operating results and financial condition could be adversely affected. For example,
changes in our commercial salesforce may adversely impact our ability to sell our products to customers in any or across geographies. Reduced headcount
in our research and development teams may impair our ability and efforts to develop and commercialize new or improved products. Decreased resources
within our operations teams may negatively affect our ability to build our products in an efficient manner or at all, and may contribute to unfavorable
movement in gross margins. Within our general and administrative teams, reductions may result in degraded support to our other business functions,
including in respect of finance, legal and human resources.

If future results of operations lag our expectations, we may undertake additional workforce reductions or restructuring activities. Our Operational
Efficiency Program and any additional measures we might take to reduce costs could divert the attention of management, yield attrition beyond our
intended reduction in workforce, reduce employee morale, or cause us to delay, limit, reduce or eliminate certain development plans, each of which could
have an adverse impact on our business, operating results and financial condition. Our Operational Efficiency Program may also reduce our existing
customers’ confidence in us, disrupt our sales initiatives for new system placements, and negatively impact our customer service operations. Our failure to
adequately address any of these issues could have a material adverse effect on our business, operating results and financial condition.

We may be unable to manage our future growth effectively, which could make it difficult to execute our business strategy.

We have devoted significant efforts to streamline our business operations and refocus our personnel strategy, with the goal of achieving resumed
growth in our business operations. The volatility in our growth has required significant time and attention from our management, and placed strains on our
operational and manufacturing systems and processes, financial systems and internal controls and other aspects of our business. As needed, we expect to
selectively increase headcount and to hire more specialized personnel in the future as we grow our business. We will need to continue to hire, train and
manage additional qualified engineers, client and account services personnel, sales and marketing staff, software, manufacturing, distribution and quality
assurance personnel in order to develop and launch new products, innovate and improve our existing products and successfully commercialize our platform
and solutions. We may also need to hire, train and manage individuals with expertise that is separate, supplemental or different from expertise that we
currently have, and accordingly we may not be successful in hiring, training and managing such individuals. If our new hires perform poorly, if we are
unsuccessful in hiring, training, managing and integrating these new employees, or if we are not successful in retaining our existing employees, our
business may be harmed. In addition, our compensation arrangements, such as our equity award programs, may not always be successful in attracting new
employees and retaining and motivating our existing employees. We may need to issue additional equity securities to attract job candidates or issue
additional securities to retain personnel. In making employment decisions, job candidates and existing personnel often consider the value of the equity
awards they would receive in connection with their employment and fluctuations in our stock price, or a perception that the market price of our stock may
not increase or may increase more slowly than stock prices at other companies, may make it more difficult to attract, retain, and motivate employees.

As we have grown, our employees have become more geographically dispersed. We serve customers located in multiple countries and plan to
continue to expand to new countries as part of our growth strategy, which will lead to increased dispersion of our employees, including sales employees and
employees who are in our service and support groups. We may face challenges integrating, developing and motivating our rapidly growing and increasingly
dispersed employee base.

We may not be able to maintain the quality, reliability or robustness of our platform, or the expected turnaround times of our services and support,
or to satisfy customer demand as it grows. Our ability to manage our growth properly will require us to continue to improve our operational, financial and
management controls, as well as our reporting systems and procedures. To effectively manage our growth, we must continue to improve our operational
and manufacturing systems and processes, our financial systems and internal controls and other aspects of our business and continue to effectively expand,
train and manage our personnel. The time and resources required to improve our existing systems and procedures, implement new systems and procedures
and to adequately staff such existing and new systems and procedures
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is uncertain, and failure to complete such activities in a timely and efficient manner could adversely affect our operations and negatively impact our
business and financial results.

If we cannot compete successfully, we may be unable to increase or sustain our revenue, or achieve and sustain profitability.

We currently primarily compete with established companies that provide consumables for MQC testing and with a limited number of established
and early-stage companies that have automated MQC testing systems. In addition, our customers may also elect to continue to use the traditional MQC
testing method rather than our platform and may decide to stop using our platform.

Our competitors and potential competitors may enjoy a number of competitive advantages over us, including:

• longer operating histories;

• larger customer bases;

• greater brand recognition and market penetration;

• greater financial resources;

• greater technological and research and development resources;

• better system reliability, robustness and features;

• greater selling and marketing capabilities; and

• better established, larger scale and lower cost manufacturing capabilities.

As a result, our competitors and potential competitors may be able to respond more quickly to changes in customer requirements, devote greater
resources to the development, promotion and sale of their platforms or instruments than we can or sell their platforms or instruments, or offer services
competitive with our platform and services at prices designed to win significant levels of market share. We may not be able to compete effectively against
these organizations.

In addition, competitors may be acquired by, receive investments from or enter into other commercial relationships with larger, well-established
and well-financed companies. Certain of our competitors may be able to secure key inputs from vendors on more favorable terms, devote greater resources
to marketing and promotional campaigns, adopt more aggressive pricing policies and devote substantially more resources to product development than we
can. Further, competition in the automated MQC testing market, while currently limited, is growing and may continue to increase in future, and we may not
be able to maintain our leading position in the industry as a result. If we are unable to compete successfully, we may be unable to increase market adoption
and sales of our platform, which could prevent us from increasing our revenue or achieving profitability.

We must develop new products, adapt to rapid and significant technological change and respond to introductions of new products by competitors to
remain competitive.

We sell our products in industries that are characterized by significant enhancements and evolving industry standards. As a result, our customers’
needs are rapidly evolving. If we do not appropriately innovate and invest in new technologies, our products and services may become less desirable in the
markets we serve, and our customers could move to new technologies offered by our competitors or decide to revert to the traditional MQC testing method.
Although we believe customers in our markets display a significant amount of loyalty to their supplier of a particular product, we also believe that because
of the initial time investment required by many of our customers to reach a purchasing decision for a new product, it may be difficult to regain that
customer once the customer migrates away from using our solutions to that of a competitor. Without the timely introduction of new products, services and
enhancements, our offerings will likely become less competitive over time, thus harming our competitive position. Accordingly, we focus significant efforts
and resources on the development and identification of new technologies, products and markets to further broaden our offerings. To the extent we fail to
timely introduce new and innovative products or services, adequately predict our
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customers’ needs or fail to achieve market acceptance, our business may suffer and our operating results could be adversely affected.

Due to the significant resources required to enable access in new markets, we must make strategic and operational decisions to prioritize certain
markets, products and services. We may expend our resources to access markets and develop products and services that do not yield meaningful
revenue or we may fail to capitalize on markets, products or services that may be more profitable or with a greater potential for success.

We believe our platform has potential applications across a wide range of markets and we have targeted certain markets in which we believe our
technology has significant advantages or a higher probability of success or greater revenue opportunity, such as the manufacture of cell and gene therapies.
We seek to maintain a process of prioritization and resource allocation among our programs to maintain a balance between advancing near-term
opportunities and exploring additional markets for our platform. However, due to the significant resources required for the development of products and
services for new markets, we must make decisions on which markets to pursue and the amount of resources to allocate to each. Our decisions concerning
the allocation of research, development, collaboration, management and financial resources toward particular markets, products or services may not lead to
the development of any viable product or service and may divert resources away from better opportunities. Similarly, we may choose to pursue certain
markets, which may not be as profitable as other markets that we did not pursue due to our limited resources. As a result, our business, financial condition,
results of operations and prospects could be adversely impacted.

The Growth Direct platform may contain undetected errors or defects and may not meet the expectations of our customers, which means our business,
financial condition, results of operations and prospects could suffer.

Our Growth Direct platform includes the Growth Direct system, proprietary consumables and our LIMS connection software. While we rigorously
test our platform and its components, there could be undetected errors or defects. Disruptions or other performance problems with our platform or with the
components that comprise our platform may adversely impact our customers’ manufacturing process, compliance workflow or business, harm our
reputation and result in reduced revenue or increased costs, such as those associated with repairs, replacements or reacquisitions of our systems. If such
challenges occur, the attention of our key personnel could be diverted, or other significant customer relations problems may arise. We may also be subject
to warranty claims or breach of contract for damages related to errors or defects in our products. Additionally, we may be subject to legal claims arising
from any defects or errors in our platform, and in the systems, consumables and software that comprise our platform. In the past, we have repaired, and in
exceptional cases, replaced or reacquired Growth Direct systems under warranty. Our failure to prevent or adequately address any of foregoing risks could
have a material adverse effect on our business, operating results and financial condition.

Our success depends on, among other things, the market’s confidence that the Growth Direct platform is capable of substantially enhancing quality
control in the conduct of manufacturing activities as compared to the traditional method of MQC testing or that of competitive products, and will enable
more efficient or improved drug manufacturing. Pharmaceutical companies and contract development and manufacturing organizations, or CDMOs, are
likely to be particularly sensitive to defects and errors in the use of our platform, including if our platform fails to deliver meaningful improvements in
MQC testing with results at least as good as the results generated using the traditional method of MQC testing, or new methods of automated MQC testing
being developed and sold by emerging competitors. There can be no guarantee that our platform will meet the expectations or needs of these companies or
CDMOs.

The complexity of our products and the amount of lead time required to deliver products to our customers have caused in the past, and may cause
in the future, delays in releasing new products and workflows. In addition, we have experienced in the past, and may experience in the future, challenges
with respect to the reliability of our systems. If there are delays in delivering our products to our customers, or if our products fail to perform as well as or
better than traditional MQC testing and competitive products or fail to generate reliable results for our customers, our revenue could be reduced or delayed,
which could adversely affect our business, financial condition, results of operations and prospects.

These complexities also require that we train our customers to operate our Growth Direct platform, which is expensive and time consuming. Any
misuse of our products, including as a result of inadequate training, could cause our products not to perform as expected or to fail to demonstrate the
process advantages of our products. The training requirement may also deter some customers from utilizing our products. Any of these results could
adversely affect our business, financial condition, results of operations and prospects.
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Potential product liability lawsuits against us could cause us to incur substantial liabilities and limit commercialization of any products that we may
develop.

The use of any product we may develop and the sale of any products exposes us to the risk of product liability claims. Product liability claims
might be brought against us by pharmaceutical companies, contract organizations or others selling or otherwise coming into contact with our products. If
we cannot successfully defend against product liability claims, we could incur substantial liability and costs. In addition, regardless of merit or eventual
outcome, product liability claims may result in:

• impairment of our business reputation and significant negative media attention;

• withdrawal of customers;

• significant costs to defend the litigation;

• distraction of management’s attention from our primary business;

• substantial monetary awards to claimants;

• inability to commercialize a product;

• product recalls or withdrawals;

• decreased market demand for any product; and

• loss of revenue.

The product liability insurance we currently carry, and any additional product liability insurance coverage we acquire in the future, may not be
sufficient to reimburse us for any expenses or losses we may suffer. In the future, we may not be able to maintain insurance coverage at a reasonable cost or
in sufficient amounts to protect us against losses due to liability. A successful product liability claim, or series of claims, brought against us could cause our
share price to decline and, if judgments exceed our insurance coverage, could adversely affect our results of operation and business, including preventing or
limiting the commercialization of any products we develop.

If we lose key management, cannot recruit qualified employees, directors, officers or other significant personnel or experience increases in our
compensation costs, our business may be materially harmed.

We are highly dependent on our management and directors, including our Chief Executive Officer, Robert Spignesi, among others. Due to the
specialized knowledge each of our officers and key employees possesses with respect to our products and services and our operations, the loss of service of
any of our officers or directors could delay or prevent the successful sales and expansion of our platform. We do not carry key person life insurance on our
Chief Executive Officer or our other officers or directors. In general, the employment arrangements that we have with our executive officers do not prevent
them from terminating their employment with us at any time.

In addition, our future success and growth will depend in part on the continued service of our directors, employees and management personnel and
our ability to identify, hire and retain additional personnel. If we lose one or more of our executive officers or key employees, our ability to implement our
business strategy successfully could be seriously harmed. Furthermore, replacing executive officers and key employees may be difficult or costly and may
take an extended period of time because of the limited number of individuals in our industry with the breadth of skills and experience required to develop,
market and sell our products successfully. Competition to hire from this limited pool is intense, and we may be unable to hire, train, retain or effectively
incentivize these additional key personnel on acceptable terms given the competition among numerous technology companies for similar personnel.

Our Operational Efficiency Program, which includes a reduction in our workforce and the closure of open and planned positions, is intended to
reduce our use of cash for operating activities with the goal of enabling us to achieve positive cash flow without additional financing. This action, and any
future related actions or announcements, may make it increasingly difficult for us to hire and retain our executive officers, key employees, consultants and
advisors. If we are
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unable to attract qualified personnel and retain our current employees, our ability to develop and sell our products could be limited and our business and
customer relationships could be materially harmed.

We depend on our information technology systems, and any failure of these systems could harm our business.

We depend on information technology and telecommunications systems for significant elements of our operations, including our knowledge
management system, our customer reporting, our platform, advanced automation systems, and advanced application and LIMS connection software. We
have installed, and expect to expand, a number of enterprise software systems that affect a broad range of business processes and functional areas,
including for example, systems handling human resources, financial controls and reporting, contract management, compliance and other infrastructure
operations. These implementations can be expensive and require significant time and effort. These information technology and telecommunications
systems support a variety of functions, including manufacturing operations, data analysis, quality control, customer service and support, billing, research
and development activities, and general administrative activities.

Information technology and telecommunications systems are vulnerable to damage from a variety of sources, including telecommunications or
network failures, malicious software, bugs or viruses, human acts and natural disasters. For example, in July 2024, many industries and businesses were
disrupted globally by a software glitch associated with Crowdstrike's cybersecurity software. While we did not experience material downtime in our
information technology systems, similar events in the future may disrupt our operations. Moreover, despite network security and back-up measures, our
servers remain potentially vulnerable to physical or electronic break-ins, computer viruses and similar disruptive problems. Any disruption or loss of
information technology or telecommunications systems on which critical aspects of our operations depend could have an adverse effect on our business and
our reputation.

Security breaches, loss of data and other disruptions could compromise sensitive information related to our business or prevent us from accessing
critical information and expose us to liability, which could adversely affect our business and our reputation.

In the ordinary course of our business, we collect and store sensitive data, including personal information, intellectual property and proprietary
business information owned or controlled by ourselves or our employees, customers and other parties. We manage and maintain our applications and data
utilizing a combination of on-site systems and cloud-based data centers. We utilize external security and infrastructure vendors to manage parts of our data
centers. These applications and data encompass a wide variety of business-critical information, including research and development information, customer
information, commercial information and business and financial information. We, like all companies storing business-critical information, face a number of
risks relative to protecting this critical information, including loss of access, inappropriate use or disclosure, unauthorized access or exfiltration,
inappropriate modification, inappropriate destruction, and the risk of our being unable to adequately monitor and audit and modify our controls over our
critical information. This risk extends to the third-party vendors and subcontractors we use to manage this sensitive data or otherwise process it on our
behalf. The secure processing, storage, maintenance and transmission of this critical information are vital to our operations and business strategy, and we
devote significant resources to protecting such information. Although we take measures to protect sensitive data from unauthorized access, use or
disclosure, our information technology and infrastructure may still be vulnerable to, and we have in the past experienced, attacks by hackers or viruses or
breaches due to employee error, malfeasance or other malicious or inadvertent disruptions. Further, attacks upon information technology systems, including
those involving system disrupting ransomware and digital extortion, fraudulent messages purporting to be from legitimate individuals or organizations in
order to induce actions directed by bad actors, sometimes known as “phishing”, and transmission of fraudulent invoices or other requests for payments by
malicious organizations purporting to be legitimate vendors and suppliers, are increasing in their frequency, levels of persistence, sophistication and
intensity, and are being conducted by sophisticated and organized groups and individuals with a wide range of motives, capabilities, and expertise. We may
also face increased cybersecurity risks due to our reliance on internet technology and the number of our employees who are working remotely, which may
create additional opportunities for cybercriminals to exploit vulnerabilities. Furthermore, because the techniques used to obtain unauthorized access to, or
to sabotage, systems change frequently and often are not recognized until launched against a target, we may be unable to anticipate these techniques or
implement adequate preventative measures. While we have measures in place to identify, detect and mitigate security threats and incidents, they are not
failproof, so we may also experience security incidents that may remain undetected for an extended period. Any such incident could result in the
compromise of our information systems, and the data stored there could be accessed, encrypted, corrupted, modified, publicly disclosed, lost or stolen. Any
such incident could result in legal claims or proceedings, including for breaches of confidential information obligations with contractual counterparties, and
liability under federal or state laws that protect the privacy of personal information, and regulatory penalties. Notice of breaches may be required to
affected individuals,

58



Table of Contents

customers, or other state, federal or foreign regulators, and for extensive breaches, notice may need to be made to the media or State Attorneys General.
Such a notice could harm our reputation and our ability to compete. Although we have implemented security measures to prevent, detect and respond to
security incidents, our data is currently accessible through multiple channels, and there is no guarantee we can protect our data from breach. Unauthorized
access to our information systems, and the loss, destruction or, dissemination of data stored within them could also disrupt or halt our operations and
damage our reputation, any of which could adversely affect our business.

We are currently subject to, and may in the future become subject to additional, U.S., state, federal, and foreign laws and regulations imposing
obligations on how we collect, store and process personal information. Our actual or perceived failure to comply with such obligations could harm our
business. Ensuring compliance with such laws could also impair our efforts to maintain and expand our customer base, and thereby decrease our
revenue.

We are, and may increasingly become, subject to various laws and regulations, as well as contractual obligations, relating to data privacy and
security in the jurisdictions in which we operate. The regulatory environment related to data privacy and security is increasingly rigorous, with new and
constantly changing requirements applicable to our business, and enforcement practices are likely to remain uncertain for the foreseeable future. These laws
and regulations may be interpreted and applied differently over time and from jurisdiction to jurisdiction, and it is possible that they will be interpreted and
applied in ways that may have a material adverse effect on our business, financial condition, results of operations and prospects.

In the United States, various federal and state regulators, including governmental agencies like the Federal Trade Commission, have adopted, or
are considering adopting, laws and regulations concerning personal information and data security. Certain state laws may be more stringent or broader in
scope, or offer greater individual rights, with respect to personal information than federal, international or other state laws, and such laws may differ from
each other, all of which may complicate compliance efforts. Such laws may have potentially conflicting requirements that would make compliance
challenging.

A number of other states have proposed their own comprehensive privacy laws. Such proposed legislation, if enacted, may add additional
complexity, variation in requirements, restrictions and potential legal risk, require additional investment of resources in compliance programs, impact
strategies and the availability of previously useful data and could result in increased compliance costs and/or changes in business practices and policies.
The existence of comprehensive privacy laws in different states in the country could make our compliance obligations more complex and costly and may
increase the likelihood that we may be subject to enforcement actions or otherwise incur liability for noncompliance.

In addition, laws in all 50 U.S. states require businesses to provide notice to consumers whose personally identifiable information has been
disclosed as a result of a data breach. Internationally, laws, regulations and standards in many jurisdictions apply broadly to the collection, use, retention,
security, disclosure, transfer and other processing of personal information. For example, the EU General Data Protection Regulation, or EU GDPR, has
extraterritorial reach and adds a broad array of requirements for handling personal data. In particular, the EU GDPR includes obligations and restrictions
concerning the consent and rights of individuals to whom the personal data relates, the transfer of personal data out of the European Economic Area,
security breach notifications and the security and confidentiality of personal data. Further, from January 1, 2021, following Brexit, companies handling
personal data of individuals in the UK have to comply with the United Kingdom GDPR, or the UK GDPR, which, together with the amended UK Data
Protection Act 2018, retains the EU GDPR in UK national law. The complex and evolving nature of data protection laws and regulations may lead to
additional compliance costs, including as a result of diverging international data privacy laws and regulations and related uncertainties. There can be no
assurances that we will be successful in our efforts to comply with the multitude of U.S., state, federal, and foreign privacy and data security laws, and
violations of such laws could result in regulatory investigations and significant fines, as well as civil claims including class actions, and reputational
damage.

We may evaluate strategic opportunities for our business, including through acquisitions, joint ventures or investments in other companies or
technologies that could negatively affect our operating results, dilute our stockholders’ ownership, increase our debt or cause us to incur significant
expense.

As part of our business strategy, we may opportunistically pursue acquisitions of businesses and assets that we believe may be complementary or
synergistic with our own, or strategic alliances and joint ventures that leverage our technology and industry experience to expand our offerings or
distribution. We have no experience with acquiring other businesses or assets and limited experience with forming strategic partnerships. We may not be
able to find suitable collaborators or acquisition candidates, and we may not be able to complete such transactions on favorable terms, if at all.
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The competition for collaborators or acquisition candidates may be intense, and the negotiation process will be time consuming and complex. If we make
any acquisitions, we may not be able to integrate these acquisitions successfully into our existing business, these acquisitions may not strengthen our
competitive position, the transactions may be viewed negatively by customers or investors, we may be unable to retain key employees of any acquired
business, relationships with key suppliers, manufacturers or customers of any acquired business may be impaired due to changes in management and
ownership, and we could assume unknown or contingent liabilities. Any future acquisitions also could result in contingent liabilities or future write-offs of
intangible assets or goodwill, any of which could have a material adverse effect on our business, financial condition, results of operations and prospects.
We cannot guarantee that we will be able to fully recover the costs of any acquisition. Integration of an acquired company also may disrupt ongoing
operations and require management resources that we would otherwise focus on developing our existing business. We may not realize the anticipated
benefits of any acquisition, technology license, strategic alliance or joint venture. We also may experience losses related to investments in other companies,
which could have a material adverse effect on our business, financial condition, results of operations and prospects.

To fund any such acquisitions or joint ventures, we may choose from a number of financing alternatives that may be accompanied by drawbacks.
For example, if we incur debt, we may be required to abide by restrictive covenants or grant security interests in our assets to secure such debt. If we issue
equity as consideration, such issuances would dilute the ownership of our stockholders or, in the case of preferred equity, may impose preferential terms
that are senior to those of our common stockholders. Additional funds may not be available on terms that are favorable to us, or at all. If the price of our
Class A common stock is low or volatile, we may not be able to acquire companies or fund a joint venture project using our stock as consideration.

Repair or replacement costs due to warranties we provide on our Growth Direct systems could have a material adverse effect on our business, financial
condition and results of operations.

Our standard terms and conditions for customers generally provide for a one-year limited assurance warranty on Growth Direct systems, which is
included in the sales price. Existing and future warranties place us at the risk of incurring future repair or replacement costs. We establish our accrual for
estimated warranty expenses based on historical information, current cost data and future forecasts. We exercise judgment in determining the expected
product warranty costs, using estimated material, labor and other costs. While we believe that historical experience provides a reliable basis for estimating
such warranty cost, unforeseen quality issues or component failure rates could result in future costs in excess of such estimates. As of June 30, 2024, we
had an amount reserved for warranty costs of $0.5 million. Substantial amounts of warranty claims could have a material adverse effect on our business,
financial condition and results of operations.

Our insurance policies are expensive and protect us only from some business risks, which leaves us exposed to significant uninsured liabilities.

We do not carry insurance for all categories of risk that our business may encounter and our policies have limits and significant deductibles. Some
of the policies we currently maintain include general liability, property, umbrella, cybersecurity, and directors’ and officers’ insurance.

Any additional product liability insurance coverage we acquire in the future, may not be sufficient to reimburse us for any expenses or losses we
may suffer. Moreover, insurance coverage is becoming increasingly expensive and in the future we may not be able to maintain insurance coverage at a
reasonable cost or in sufficient amounts to protect us against losses. A successful product liability claim or series of claims in which judgments exceed our
insurance coverage could adversely affect our business, financial condition, results of operations and prospects, including preventing or limiting the
commercialization of any products we develop.

Operating as a public company makes it more difficult and more expensive for us to obtain director and officer liability insurance, and we may be
required to accept reduced policy limits and coverage, seek alternative insurance options or incur substantially higher costs to obtain the same or similar
coverage. As a result, it may be more difficult for us to attract and retain qualified people to serve on our board of directors, our board committees or as
executive officers. Any significant uninsured liability may require us to pay substantial amounts, which would adversely affect our business, financial
condition, results of operations and prospects.

International expansion of our business exposes us to business, regulatory, political, operational, financial and economic risks associated with doing
business outside of the United States.
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Our business strategy includes achieving significant and increasing sales to customers and sites outside of the U.S. As a result, we have
established relationships with customers outside of the U.S. and in the future intend to expand our international customer base. To that end, our staff is
located in North America, Europe and the Asia-Pacific region, and we intend to further expand our international presence. Doing business internationally
involves a number of risks, including:

• multiple, conflicting and changing laws and regulations such as privacy regulations, tax laws, export and import restrictions, tariffs, economic
sanctions and embargoes, employment laws, regulatory requirements and other governmental approvals, permits and licenses;

• failure by us or our distributors to obtain approvals to conduct our business in various countries;

• differing intellectual property rights;

• complexities and difficulties in obtaining intellectual property protection, enforcing our intellectual property and defending against third-party
intellectual property claims;

• difficulties in staffing and managing foreign operations;

• logistics and regulations associated with shipping systems and parts and components for systems and consumables, as well as transportation
delays;

• travel restrictions that limit the ability of marketing, presales, sales, services and support teams to service customers;

• financial risks, such as longer payment cycles, difficulty collecting accounts receivable, the impact of local and regional financial crises on
demand and payment for our products and exposure to foreign currency exchange rate fluctuations;

• international trade disputes that could result in tariffs and other protective measures;

• natural disasters, the severity and frequency of which may be amplified by global climate change, political and economic instability, including
wars, terrorism and political unrest, outbreak of disease, boycotts, curtailment of trade and other business restrictions; and

• regulatory and compliance risks, including severe penalties such as criminal and civil penalties, disgorgement and other remedial measures, that
relate to the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act 2010 and similar anti-bribery and anticorruption laws in other jurisdictions.

Any of these factors could significantly harm our future international expansion and operations and, consequently, our business, financial
condition, results of operations and prospects. In addition, certain international markets are subject to significant political and economic uncertainty,
including for example the effect of the withdrawal of the United Kingdom from the European Union. Significant political and economic developments in
international markets for which we intend to operate, or the perception that any of them could occur, creates further challenges for operating in these
markets in addition to creating instability in global economic conditions.

Certain legal and political risks are also inherent in foreign operations. There is a risk that foreign governments may nationalize private enterprises
in certain countries where we may operate. In certain countries or regions, terrorist activities and the response to such activities may threaten our operations
more than in the United States. Social and cultural norms in certain countries may not support compliance with our corporate policies, including those that
require compliance with substantive laws and regulations. Also, changes in general economic and political conditions in countries where we may operate
are a risk to our financial performance and future growth. In addition, in certain geographies, we may need to rely on distributors, partners and other
collaborators to penetrate those markets, and there can be no assurance that we will be able to secure relationships with such parties or that such parties will
comply with legal and regulatory standards that are applicable to our business. As we operate our business globally, our success will depend, in part, on our
ability to anticipate and effectively manage these and other related risks. There can be no assurance that the consequences of these and other factors relating
to our international operations will not have an adverse effect on our business, financial condition or results of operations.
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High inflation rates could negatively impact our revenues and profitability if increases in the prices of our Growth Direct systems or a decrease in
customer spending results in lower sales. In addition, if our costs increase and we are not able to pass along these price increases to our customers, our
net income would be adversely affected, and the adverse impact may be material.

Increased inflation may result in decreased demand for our products and services, increased operating costs (including our labor costs), reduced
liquidity, and limitations on our ability to access credit or otherwise raise debt and equity capital. In addition, the United States Federal Reserve has raised,
and may again raise, interest rates in response to concerns about inflation. Increases in interest rates, especially if coupled with reduced government
spending and volatility in financial markets, may have the effect of further increasing economic uncertainty and heightening these risks. In an inflationary
environment, we may be unable to raise the sales prices of our products and services at or above the rate at which our costs increase, which could/would
reduce our profit margins and have a material adverse effect on our financial results and net income. We also may experience lower than expected sales and
potential adverse impacts on our competitive position if there is a decrease in spending by our customers or they have a negative reaction to our pricing. A
reduction in our revenue would be detrimental to our profitability and financial condition and could also have an adverse impact on our future growth.

In operating our business, we may experience inflationary pressures on significant cost categories including labor, materials and freight. An
inflationary environment, including factors such as tight labor markets and increasing freight and materials prices, could make it more costly for us to do
business. In order to meet the compensation expectations of our prospective and current employees due to inflationary factors, we may be required to
increase our labor costs, including wages and employee benefits, or risk losing skilled workers to competitors. In addition, changes in global shipping
capacity and demand as well as the cost of raw materials and commodities such as oil (including derivative products including fuel and plastics) could
negatively impact our freight and materials costs. If we see additional pressure on our labor, materials and freight costs, we could see negative effects on
our results of operations (including product costs), cash flows and overall financial condition.

Global economic and political instability and geopolitical conflicts could adversely affect our business, financial condition or results of operations.

Our business could be adversely affected by unstable economic and political conditions within the United States and foreign jurisdictions,
including as a result of an economic downturn, geopolitical conflicts and the U.S. presidential election. The global credit and financial markets have
experienced severe volatility and disruptions in the past several years. A severe or prolonged economic downturn, such as the global financial crisis, could
result in a variety of risks to our business, including our ability to raise additional capital when needed on acceptable terms, if at all. There can be no
assurance that further deterioration in credit and financial markets and confidence in economic conditions will not occur. A weak or declining economy
could also result in supply chain disruptions, volatile demand for our products, abrupt changes in our customers’ buying patterns, limitations on our
customers’ access to financial resources and ability to satisfy obligations to us, or other adverse impacts to our ability to place our Growth Direct systems.
Furthermore, although we do not have any customer or direct supplier relationships in Ukraine, Russia or the Middle East at this time, the ongoing military
conflicts in those regions and related sanctions, as well as export controls or actions that may be initiated by nations including the United States, the
European Union, Russia or other jurisdictions, and other potential uncertainties could adversely affect our business and/or our supply chain, business
partners or customers. In the event geopolitical tensions fail to abate or deteriorate further, additional governmental sanctions may be enacted adversely
impacting the global economy, its banking and monetary systems, markets or customers for our products.

Our employees, consultants and collaborators may engage in misconduct or other improper activities.

We are exposed to the risk of fraud or other misconduct by our employees, consultants and collaborators. Misconduct by these parties could
include intentional failures to comply with the applicable laws and regulations in the United States and abroad, report financial information or data
accurately or disclose unauthorized activities to us. These laws and regulations may restrict or prohibit a wide range of pricing, discounting and other
business arrangements. Such misconduct could result in legal or regulatory sanctions and cause serious harm to our reputation. It is not always possible to
identify and deter misconduct, and any 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 comply with these laws or
regulations. If any such actions are instituted against us, and we are not successful in defending ourselves or asserting our rights, we could be subject to
significant civil, criminal and administrative penalties, which could have a material adverse impact on our business. Whether or not we are successful in
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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 impact on our business.

Risks Related to Manufacturing and Supply

If our primary manufacturing and development facility becomes damaged or inoperable or we are required to vacate our existing facility, our ability to
conduct and pursue our manufacturing and development efforts will be jeopardized.

We currently conduct our primary development and manufacturing at our facility located in Lowell, Massachusetts. Our facility and equipment
could be harmed or rendered inoperable or inaccessible by natural or man-made disasters, the severity and frequency of which may be amplified by global
climate change, or other circumstances beyond our control, including fire, power loss, communications failure, war or terrorism, or another catastrophic
event, such as a pandemic or similar outbreak or public health crisis, which may render it difficult or impossible for us to support our customers and
develop products. The inability to manufacture our systems and consumables could develop if our facility is inoperable or suffers a loss of utilization for
even a short period of time and may result in the loss of customers or harm to our reputation. Disruptions in our manufacturing operations could also
adversely affect our efforts to improve the gross margins of our products. Furthermore, our facility and the equipment we use to perform our manufacturing
and development could be unavailable or costly and time consuming to repair or replace. It would be difficult, time consuming and expensive to rebuild our
facility, to locate and qualify a new facility or license or transfer our proprietary technology to a third party. Even in the event we are able to find a third
party to assist in manufacturing and development efforts, we may be unable to negotiate commercially reasonable terms to engage with the third party. To
mitigate certain of these risks associated with the manufacture of our consumables, we have constructed a back-up consumable manufacturing facility in
Lexington, Massachusetts. While we believe that we could, if necessary, transfer our manufacturing capabilities to our back-up facility, there can be no
assurance that we would achieve such transfer in a timely manner or at all and mitigate disruption to our overall business.

Our manufacturing operations are dependent upon third-party suppliers, including single-source suppliers, making us vulnerable to supply shortages
and price fluctuations, which could harm our business.

We source the components of our Growth Direct system and consumables from third-party suppliers. We do not have supply agreements with
most of our suppliers beyond purchase orders and, although we maintain an inventory of components, forecasted amounts may be inaccurate and we may
experience shortages as a result of serious supply problems with these suppliers. There can be no assurance that our supply of components will not be
limited, interrupted, or of satisfactory quality or continue to be available at acceptable prices. For example, we experienced disruptions to our supply chain
as a result of the coronavirus pandemic and may experience additional disruptions in the future.

Certain critical components of our Growth Direct system and consumables we obtain from single suppliers and the loss of supply from any of
these suppliers could materially adversely affect our business. To protect against such loss, we maintain, or are working to obtain, sufficient inventory of
these components to allow us to continue to manufacture our systems and consumables during the period required to qualify a new supplier. For example,
the manufacturer of the camera used in our Growth Direct system discontinued production of the camera, and we have obtained a supply we believe is
sufficient to allow us to meet customer demand while qualifying a new camera supplier. While we believe we have, or will have, sufficient inventory to
provide protection against changes in our sole suppliers, our estimates of the length of time required to qualify a new supplier or inventory level required to
manufacture our systems and consumables during that time may be incorrect, and we may run out of inventory sooner than we anticipate. In addition, we
have not obtained sufficient inventory for all of our single-source components and we may not be able to do so in the amounts we predict will be required.
In addition, any change to a new supplier will require us to devote substantial time and resources, result in additional costs, and could involve a period in
which our products might not be produced in a timely or consistent manner. We may also be unable to enter into agreements with new suppliers on
commercially reasonable terms or at all. The occurrence of any of these events could adversely affect our business and customer relationships. In addition,
loss of any critical component provided by a single-source supplier could require us to change the design of our manufacturing process based on the
functions, limitations, features and specifications of the replacement components.

Several other non-critical components and materials that comprise our Growth Direct platform are currently manufactured by a single supplier or a
limited number of suppliers. In many of these cases, we have not yet qualified alternate suppliers and rely upon purchase orders, rather than long-term
supply agreements. A supply interruption or an increase in demand beyond our current suppliers’ capabilities could harm our ability to manufacture our
products unless
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and until new sources of supply are identified and qualified. Our reliance on these suppliers subjects us to a number of risks that could harm our business,
including:

• interruption of supply resulting from modifications to or discontinuation of a supplier’s operations;

• delays in product shipments resulting from uncorrected defects, reliability issues, or a supplier’s variation in a component;

• a lack of long-term supply arrangements for key components with our suppliers;

• inability to obtain adequate supply in a timely manner, or to obtain adequate supply on commercially reasonable terms;

• difficulty and cost associated with locating and qualifying alternative suppliers for our components in a timely manner;

• a modification or change in a manufacturing process or part that unknowingly or unintentionally negatively impacts the operation of our products;

• production delays related to the evaluation and testing of products from alternative suppliers, and corresponding regulatory qualifications;

• delay in delivery due to our suppliers prioritizing other customer orders over ours;

• damage to our brand reputation caused by defective components produced by our suppliers;

• increased cost of our warranty program due to product repair or replacement based upon defects in components produced by our suppliers; and

• fluctuation in delivery by our suppliers due to changes in demand from us or their other customers.

Any interruption in the supply of components or materials, or our inability to obtain substitute components or materials from alternate sources at
acceptable prices in a timely manner, could impair our ability to meet the demand of our customers, which would have an adverse effect on our business.

We forecast sales to determine requirements for components and materials used in our products, and if our forecasts are incorrect, we may experience
delays in shipments or increased inventory costs.

To manage our operations with our third-party suppliers, we forecast anticipated product orders and material requirements to predict our inventory
needs and enter into purchase orders on the basis of these requirements. Our limited historical commercial experience and recent growth may not provide
us with enough data to consistently and accurately predict future demand. If our business expands and our demand for components and materials increases
beyond our estimates, we or our suppliers may be unable to meet our demand. In addition, if we underestimate our component and material requirements,
we may have inadequate inventory, which could interrupt, delay, or prevent delivery of our products to our customers. By contrast, if we overestimate our
component and material requirements, we may have excess inventory, which would increase our expenses. Any of these occurrences would negatively
affect our financial performance and business results.

Shipping is a critical part of our business and any changes in our shipping arrangements or damages or losses sustained during shipping could
adversely affect our business, financial condition, results of operations and prospects.

Shipments of our products are subject to various regulations in the various countries in which we provide our products. For example, shipments of
our growth media consumables may be required to comply with the shipping requirements promulgated by the U.S. Department of Transportation and the
U.S. Federal Aviation Administration, as well as shipment rules established by the International Air Transport Association. If we are unable to comply with
any of these rules or regulations, our ability to deliver our products in a timely manner may be adversely affected. In addition, even if we are able to
comply with these rules and regulations, compliance can result in increased costs. In either event, our financial results and condition may be adversely
affected.
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We also currently rely on third-party vendors for our shipping. If we are not able to negotiate acceptable pricing and other terms with these entities
or they experience performance problems or other difficulties, it could negatively impact our operating results and our customers’ experience. Our products
could sustain serious damage or be lost in transit. If a product is damaged in transit, including damage due to consumable temperature excursion, it may
result in a substantial delay in the fulfillment of the customer’s order, and depending on the type and extent of the damage and whether the incident is
covered by insurance, it may result in a substantial financial loss. If our products are not delivered in a timely fashion or are damaged or lost during the
delivery process, our customers could become dissatisfied and cease using our products or services, which would adversely affect our business, financial
condition, results of operations and prospects.

We use biological and hazardous materials that require considerable expertise and expense for handling, storage and disposal and may result in claims
against us.

We work with materials, including chemicals, biological agents and compounds that could be hazardous to human health and safety or the
environment. Our operations also produce hazardous and biological waste products. Federal, state and local laws and regulations govern the use,
generation, manufacture, storage, handling and disposal of these materials and wastes. We are subject to periodic inspections by federal, state and local
authorities to ensure compliance with applicable laws. Compliance with applicable environmental laws and regulations is expensive, and current or future
environmental laws and regulations may restrict our operations. If we do not comply with applicable regulations, we may be subject to fines and penalties.
In addition, we cannot eliminate the risk of accidental injury or contamination from these materials or wastes, which could cause an interruption of our
commercialization efforts, research and development programs and business operations, as well as environmental damage resulting in costly clean-up and
liabilities under applicable laws and regulations. In the event of contamination or injury, we could be liable for damages or penalized with fines in an
amount exceeding our resources and our operations could be suspended or otherwise adversely affected. Furthermore, environmental laws and regulations
are complex, change frequently and have tended to become more stringent. We cannot predict the impact of such changes and cannot be certain of our
future compliance.

Risks Related to Our Intellectual Property

If we are unable to obtain and maintain sufficient intellectual property protection for our technology, including the Growth Direct platform, or if the
scope of the intellectual property protection obtained is not sufficiently broad, our competitors could develop and commercialize products similar or
identical to ours, and our ability to successfully commercialize our products may be impaired.

We rely on patent protection as well as trademark, copyright, trade secret and other intellectual property rights protection and contractual
restrictions to protect our proprietary technologies, all of which provide limited protection and may not adequately protect our rights or permit us to gain or
keep any competitive advantage. If we fail to maintain, protect or enforce our intellectual property, third parties may be able to compete more effectively
against us.

Our success depends in large part on our ability to obtain and maintain protection of the intellectual property related to our products and
technologies, particularly patents, in the United States and other countries. Obtaining, maintaining and enforcing patents in our industry is costly, time
consuming and complex, and we may fail to do so with respect to patents on important products, services and technologies in a timely fashion, at a
reasonable cost or at all, in the U.S. or in other potentially relevant jurisdictions. If we delay in filing a patent application, and a competitor files a patent
application on the same or a similar technology before we do, we may face a limited ability to secure patent rights. Even if we can patent the technology,
the patent may be limited in scope, and such limitation may be inadequate to protect our products, or to block competitor products that are similar or
adjacent to ours. In addition, the USPTO and various non-U.S. governmental patent agencies require compliance with a number of procedural,
documentary, fee payment and other similar provisions during the patent application process. There are situations in which non-compliance can result in
abandonment or lapse of the patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Therefore, these
patents and applications may not be prosecuted and enforced in a manner consistent with the best interests of our business.

It is possible that none of our pending patent applications will result in issued patents in a timely fashion or at all, and even if patents are granted,
they may not provide a basis for intellectual property protection of commercially viable products or services, may not provide us with any competitive
advantages, or may be challenged and invalidated by third parties. It is possible that others will design around our current or future patented technologies.
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The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability. Some of our patents or patent applications may
be challenged in opposition, derivation, reexamination, inter partes review, post-grant review, interference, or in court proceedings. See “—We may become
involved in lawsuits to protect or enforce our intellectual property, which could be expensive, time consuming and unsuccessful.” Any successful challenge
to our patents could result in the unenforceability or invalidity of such patents, which could harm our business. In addition, in patent litigation in the United
States, defendant counterclaims alleging invalidity or unenforceability are commonplace. The outcome following legal assertions of invalidity and
unenforceability during patent litigation is unpredictable. If a defendant were to prevail on a legal assertion of invalidity or unenforceability, we would lose
at least part, and perhaps all, of the patent protection on certain aspects of our platform technologies. If the breadth or strength of protection provided by
our patents and patent applications is threatened, regardless of the outcome, it could dissuade companies from collaborating with us to license, develop or
commercialize current or future products.

Patent terms may be inadequate to protect our competitive position on our products for an adequate amount of time.

Patents have a limited lifespan. In the United States, if all maintenance fees are timely paid, the natural expiration of a patent is generally 20 years
from its earliest U.S. non-provisional filing date, subject to applicable extensions. Once expired, we may be open to competition from competitive
products. If one of our products requires extended development or testing, patents protecting such products might expire before or shortly after such
products are commercialized. For example, while our patents and, if issued, our patent applications have terms that will expire through 2043, certain of our
earliest unexpired U.S. patents covering the Growth Direct system and its use are scheduled to expire in 2024. Although we own other patents with later
expiration dates that cover various improvements and consumables for the Growth Direct platform, these other patents may not provide the same protection
as the earliest-filed patents. As a result, our patent portfolio may not provide us with sufficient rights to exclude others from commercializing similar or
identical products to ours, which would have a material adverse effect on our business.

The United States government may exercise certain rights with regard to certain of our inventions developed using government funding.

The United States federal government retains certain rights in inventions produced with its financial assistance under the Patent and Trademark
Law Amendments Act, or the Bayh-Dole Act. Certain of our inventions for which we have pursued, and in some cases obtained, patent protection were
developed using federal funding from BARDA. As a result, the U.S. government may have certain rights, including so-called march-in rights, to any patent
rights that were funded in party by the U.S. government and any products or technology developed from such patent rights. When new technologies are
developed with U.S. government funding, the U.S. government generally obtains certain rights in any resulting patents, including a nonexclusive license
authorizing the U.S. government to use the invention for non-commercial purposes. These rights may permit the U.S. government to disclose our
confidential information to third parties and to exercise march-in rights to use or to allow third parties to use our licensed technology. The U.S. government
can exercise its march-in rights if it determines that action is necessary because we fail to achieve the practical application of government-funded
technology, because action is necessary to alleviate health or safety needs, to meet requirements of federal regulations, or to give preference to U.S.
industry. In addition, our rights in such inventions may be subject to certain requirements to manufacture products embodying such inventions in the United
States. Any exercise by the U.S. government of such rights could harm our business, financial condition, results of operations and prospects.

If we are unable to protect the confidentiality of our trade secrets, the value of our technology could be materially adversely affected and our business
could be harmed.

We rely on trade secrets and confidentiality agreements to protect our unpatented know-how, technology and other proprietary information,
including parts of our technology platform, and to maintain our competitive position and we expect our reliance to increase in the near term as the terms for
certain of our earliest patents expire. Any disclosure, either intentional or unintentional, by our employees, consultants or vendors, or misappropriation by
third parties (such as through a cybersecurity breach) of our trade secrets or proprietary information could enable competitors to duplicate or surpass our
technological achievements, thus eroding our competitive position in our market. From time to time, we may share trade secrets with customers,
collaborators, suppliers, vendors and other third parties, which increases the possibility that a competitor will discover them or that our trade secrets will be
misappropriated or disclosed.

Trade secrets and know-how can be difficult and expensive to protect. We take steps to protect our intellectual property and proprietary technology
by maintaining physical and electronic security measures and by entering into agreements, including confidentiality, non-disclosure and intellectual
property assignment agreements, with our employees,
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consultants, advisors, collaborators and customers. However, we cannot be certain that such agreements have been entered into with all relevant parties,
and we cannot be certain that our trade secrets and other confidential proprietary information will not be disclosed or that competitors will not otherwise
gain access to our trade secrets or independently develop substantially equivalent information and techniques. For example, if any of these parties breach
the agreements and disclose our proprietary information, including our trade secrets, we may expend significant time and resources to assert our rights
against such parties and we ultimately may not be able to obtain adequate remedies for such breaches. Such agreements may not be enforceable or may not
provide meaningful protection in the event of unauthorized use or disclosure or other breaches of the agreements, and we may not be able to prevent such
unauthorized disclosure, which could materially adversely impact our business and financial position.

We may in the future in-license intellectual property related to our product offerings. If we lose these rights, our business may be materially adversely
affected, our ability to develop improvements to our Growth Direct platform and to develop new technologies may be negatively and substantially
impacted, and if disputes arise, we may be subjected to future litigation as well as the potential loss of or limitations on our ability to develop and
commercialize products and technology covered by these license agreements.

In the future, we may need to obtain licenses from third parties to advance our research, development and commercialization activities. These
intellectual property license agreements may impose various development, regulatory and/or commercial diligence obligations, payment of milestones
and/or royalties and other obligations on us. Our rights to use the technology we may license may be subject to the continuation of and compliance with the
terms of these agreements. Licenses can be terminated and their terms may be materially modified in ways that are significantly adverse to our business
interest for any number of reasons. For example, we may fail to comply with our obligations under these agreements, we may use the licensed intellectual
property in an unauthorized manner or we may become subject to bankruptcy-related proceedings. Similarly, disputes may arise with respect to our
licensing agreements and/or our licensors might conclude that we have materially breached our obligations under our license agreements. If any such in-
license agreement is terminated, or if licensed intellectual property fail to provide the intended exclusivity, competitors or other third parties might have the
freedom to market or develop products similar to ours. In addition, absent the rights granted to us under such license agreements, we may infringe the
intellectual property rights that are the subject of those agreements, we may be subject to litigation by the licensor, and if such litigation by the licensor is
successful we may be required to pay damages to the licensor, or we may be required to cease our development and commercialization activities that are
deemed infringing, and in such event we may ultimately need to modify our activities or products to design around such infringement, which will consume
time and resources and may not be ultimately successful. Any of the foregoing could have a material adverse effect on our business, financial condition,
results of operations and prospects.

We may not be able to protect our intellectual property rights throughout the world.

We intend to continue to expand our commercial operations in territories outside the United States, including in Europe and the Asia-Pacific
region. The laws of some foreign countries do not protect intellectual property rights to the same extent as the laws of the United States, and we may
encounter difficulties in protecting and defending such rights in foreign jurisdictions. Consequently, we may not be able to prevent third parties from
practicing our inventions in some or all countries outside the United States, or from selling or importing products made using our inventions in and into the
United States or other jurisdictions. In addition, certain countries have compulsory licensing laws under which a patent owner may be compelled to grant
licenses to other parties. Furthermore, many countries limit the enforceability of patents against other parties, including government agencies or
government contractors. In these countries, the patent owner may have limited remedies, which could materially diminish the value of any patents.

We may not be able to protect and enforce our trademarks and trade names, or build name recognition in our markets of interest thereby harming our
competitive position.

Our trademarks or trade names may be challenged, infringed, diluted, circumvented, declared generic or determined to be infringing on other
marks. We may not be able to protect our rights in these trademarks or trade names or may be forced to stop using these names, which we need for name
recognition by potential partners or customers in our markets of interest. We have not yet registered certain of our trademarks in all of our potential
markets. During the trademark registration process, we may receive objections that we may be unable to overcome. In addition, third parties may be given
an opportunity to oppose pending trademark applications and/or to seek the cancellation of registered trademarks. If we are unable to obtain a registered
trademark or establish name recognition based on our trademarks and trade names, we may not be able to compete effectively and our business may be
adversely affected.
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We may be subject to claims challenging the inventorship and ownership of our patents and other intellectual property.

We may be subject to claims that former employees, collaborators or other third parties have an interest in our patents, trade secrets or other
intellectual property as an inventor or by contract. Inventorship disputes may arise from conflicting views regarding the contributions of different
individuals named as inventors, the effects of foreign laws where foreign nationals are involved in the development of the subject matter of the patent,
conflicting obligations of third parties involved in our development activities or as a result of questions regarding co-ownership of potential joint
inventions. Litigation may be necessary to defend against these and other claims challenging inventorship of patents, trade secrets or other intellectual
property. Alternatively, or additionally, we may enter into agreements to clarify the scope of our rights in such intellectual property. If we fail in defending
any such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights, such as exclusive ownership of, or right to use,
important intellectual property. 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, and certain customers or partners may defer engaging with us until the particular dispute is resolved.

In addition, while it is our policy to require our employees and contractors who may be involved in the conception or development of intellectual
property to execute agreements assigning such intellectual property to us, we may be unsuccessful in executing such an agreement with each party who, in
fact, conceives or develops intellectual property that we regard as our own. The assignment of intellectual property rights may not be self-executing, or the
assignment agreements may be breached, and we may be forced to bring claims against third parties, or defend claims that they may bring against us, to
determine the ownership of what we regard as our intellectual property. Any of the foregoing could harm our business, financial condition, results of
operations and prospects.

We may be involved in litigation claiming that we have infringed on a third party’s intellectual property, which could be time consuming and costly and
may adversely affect our business, financial condition, results of operations and prospects.

We may be involved with litigation or actions at the USPTO or foreign patent offices with various third parties that claim we or our collaborators
or customers using our solutions and services have infringed, misappropriated or misused other parties’ intellectual property rights. We expect that the
number of such claims may increase as the number of our products grows, we expand our market share and the level of competition in our markets
increases. Moreover, as the automated MQC testing industry expands and more patents are issued, the risk increases that our products may be subject to
claims of infringement of third party patent and other proprietary rights. Any infringement claim, regardless of its validity, could harm our business by,
among other things, resulting in time consuming and costly litigation, diverting management’s time and attention from the development of the business,
requiring the payment of monetary damages, fees and expenses or royalty payments, or result in potential or existing customers delaying purchases of our
products or entering into engagements with us pending resolution of the dispute.

There can be no assurance that we will prevail in any suit initiated against us by third parties, successfully settle or otherwise resolve patent
infringement claims. Third parties making claims against us may be able to obtain injunctive or other relief, which could block our ability to develop,
commercialize and sell products or services, and could result in the award of substantial damages against us, including treble damages, attorneys’ fees,
costs and expenses, if we are found to have willfully infringed. In the event of a successful claim of infringement against us, we may be required to pay
damages and ongoing royalties, and obtain one or more licenses from third parties, or be prohibited from selling certain products or services. We may not
be able to obtain these licenses on acceptable or commercially reasonable terms, if at all, or these licenses may be non-exclusive, which could result in our
competitors gaining access to the same intellectual property. In addition, we could encounter delays and incur significant costs, in product or service
introductions while we attempt to develop alternative products or services, or redesign our products or services, to avoid infringing third party patents or
proprietary rights. Defense of any lawsuit or failure to obtain any of these licenses or to develop a workaround could prevent us from commercializing
products or services, and the prohibition of sale or the threat of the prohibition of sale of any of our products or services could materially affect our business
and our ability to gain market acceptance for our products or services. Some of our competitors may be able to sustain the costs of complex patent litigation
more effectively than we can because they have substantially greater resources. Further, even if we were successful in defending against a lawsuit, such a
defense would distract our management team from our operations, which could have an adverse effect on our business. In addition, any uncertainties
resulting from the initiation and continuation of any litigation could have a material adverse effect on our ability to raise the funds necessary to continue
our operations or could otherwise have a material adverse effect on our business, results of operations, financial condition and prospects. Furthermore,
because of the substantial amount of discovery required in connection with intellectual property litigation or other legal proceedings
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relating to our intellectual property rights, there is a risk that some of our confidential information could be compromised by disclosure during this type of
litigation or other proceedings.

In addition, our agreements with some of our customers, suppliers or other entities with whom we do business may require us to defend or
indemnify these parties to the extent they become involved in infringement claims, including the types of claims described above. We could also
voluntarily agree to defend or indemnify third parties in instances where we are not obligated to do so if we determine it would be important to our business
relationships. If we are required or agree to defend or indemnify third parties in connection with any infringement claims, we could incur significant costs
and expenses that could adversely affect our business, financial condition, results of operations and prospects.

We may become involved in lawsuits to protect or enforce our intellectual property, which could be expensive, time consuming and unsuccessful.

Third parties, including our competitors, could be infringing, misappropriating or otherwise violating our intellectual property rights. Monitoring
unauthorized use of our intellectual property is difficult and costly. From time to time, we seek to analyze our competitors’ products and services, and may
in the future seek to enforce our rights against potential infringement, misappropriation or violation of our intellectual property. However, the steps we have
taken to protect our proprietary rights may not be adequate to enforce our rights against such infringement, misappropriation or violation of our intellectual
property. We may not be able to detect unauthorized use of, or take appropriate steps to enforce, our intellectual property rights. Any inability to
meaningfully enforce our intellectual property rights could harm our ability to compete and reduce demand for our products and services.

Litigation may be necessary for us to enforce our patent and proprietary rights or to determine the scope, coverage and validity of the proprietary
rights of others. If we do not prevail in such legal proceedings, we may be required to pay damages, we may lose significant intellectual property protection
for our products or services, such that competitors could copy our products or services and we could be forced to cease commercialization of certain of our
products or services. Even if resolved in our favor, any award of monetary damages or other remedy we receive may not be commercially valuable.

Any litigation that may be necessary in the future could result in substantial costs and diversion of resources and could have a material adverse
effect on our business, financial condition, results of operations and prospects. In any lawsuit we bring to enforce our intellectual property rights, a court
may refuse to stop the other party from using the technology at issue on grounds that our intellectual property rights do not cover the technology in
question. Further, in such proceedings, the defendant could counterclaim that our intellectual property is invalid or unenforceable and the court may agree,
in which case we could lose valuable intellectual property rights. The outcome in any such lawsuits are unpredictable. Even if we do prevail in any future
litigation related to intellectual property rights, the cost and time requirements of the litigation could negatively impact our financial results. Some of our
competitors may be able to sustain the costs of such litigation or proceedings more effectively than we can because of their greater financial resources.
Uncertainties resulting from the initiation and continuation of patent litigation or other proceedings could compromise our ability to compete in the
marketplace.

Our use of open-source software could compromise our ability to offer our services and subject us to possible litigation.

We use open-source software licensed to us by third-party authors under “open source” licenses in connection with our products and services. Use
and distribution of open-source software may entail greater risks than use of third-party commercial software, as open-source licensors generally do not
provide support, warranties, indemnification or other contractual protections regarding infringement claims or the quality of the code.

Further, some open-source software licenses require users who distribute software containing open-source software to publicly disclose all or part
of the source code to the licensee’s software that incorporates, links or uses such open-source software, and make available to third parties for no cost, any
derivative works of the open source code created by the licensee, which could include the licensee’s own valuable proprietary code. While we monitor our
use of open-source software and try to ensure that none is used in a manner that would require us to disclose our proprietary source code or that would
otherwise breach the terms of an open source agreement, such use could inadvertently occur, or could be claimed to have occurred, in part because open
source license terms are often ambiguous. Additionally, we may from time to time face claims from third parties claiming ownership of, or seeking to
enforce the terms of, an open source license, including by demanding release of source code for the open-source software, derivative works or our
proprietary source code that was developed using, or that is distributed with, such open-source software. These claims could also result
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in litigation and could require us to make our proprietary software source code freely available, require us to devote additional research and development
resources to change re-engineer our platform, seek costly licenses from third parties or otherwise incur additional costs and expenses, any of which could
result in reputational harm and would have a negative effect on our business and operating results.

Risks Related to Our Common Stock

The market price of our Class A common stock has been and may continue to be volatile and fluctuate substantially, which could result in substantial
losses for our stockholders.

The market price of our Class A common stock has been and may continue to be volatile. The stock market in general and the market for smaller
technology companies in particular has experienced extreme volatility that has often been unrelated to the operating performance of particular companies.
As a result of this volatility, our stockholders may not be able to sell their Class A common stock at or above the price they paid for them. The market price
for our Class A common stock may be influenced by many factors, including:

• actual or anticipated fluctuations in our financial condition and operating results, including fluctuations in our quarterly and annual results;

• the introduction of new products or product enhancements by us or others in our industry;

• variances in product and system reliability;

• overall conditions in our industry and the markets in which we operate;

• disputes or other developments with respect to our or others’ intellectual property rights;

• actual or anticipated changes in our operating results or growth rate as a result of our competitors’ operating results;

• our ability to develop and market new and enhanced products and expand into new markets on a timely basis;

• fluctuations in the valuation of companies perceived by investors to be comparable to us;

• product liability claims or other litigation;

• announcement or expectation of additional financing effort;

• sales of our common stock by us or our stockholders;

• share price and volume fluctuations attributable to inconsistent trading volume levels of our shares;

• media exposure of our products or of those of others in our industry;

• changes in earnings estimates or recommendations by securities analysts;

• general market conditions and other factors, including factors unrelated to our operating performance or the operating performance of our
competitors; and

• the other factors described in this “Risk Factors” section and elsewhere in this Quarterly Report on Form 10-Q.

*If our Class A common stock is delisted from the Nasdaq Stock Market, the liquidity of our Class A common stock would be adversely affected and the
market price of our common stock could decrease.

The Nasdaq Stock Market LLC ("Nasdaq"), on which our Class A common stock is currently listed, has minimum requirements that a company
must meet in order to remain listed, including that we maintain a minimum closing bid price of $1.00 per share for our Class A common stock (the "Bid
Price Requirement"). We have previously received notifications from Nasdaq that we were not in compliance with the Bid Price Requirement. Most
recently, on February 2,
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2024, we received a letter from Nasdaq notifying us that the closing bid price of our Class A common stock was below $1.00 per share for the preceding 30
consecutive trading days. To regain compliance, the closing bid price of our common stock must be at least $1.00 or higher for a minimum of ten
consecutive business days, though Nasdaq has the discretion to extend the ten business day period to up to 20 consecutive business days.

The initial period during which we were required to regain compliance with the Bid Price Requirement expired on July 31, 2024. Because we did
not regain compliance with the requirement during the initial period, we will transfer the listing of our Class A common stock to the Nasdaq Capital
Market, effective at the opening of business on August 5, 2024, in order to secure an additional 180 calendar day compliance period ending on January 27,
2025. As a condition of securing such additional compliance period, we informed Nasdaq that we intend to regain compliance with the Bid Price
Requirement during the second compliance period, which may include the implementation of a reverse stock split if necessary. We intend to monitor the
closing bid price of our Class A common stock and take such reasonable measures to regain compliance with the Bid Price Requirement. However, there
can be no assurance that we will be able to regain compliance with the Bid Price Requirement even during the second compliance period, nor can there be
any assurance that we will receive the necessary approvals from our stockholders to effect a reverse stock split. If we do not cure the deficiency during the
additional compliance period and regain compliance with the Bid Price Requirement, Nasdaq will provide written notice that our common stock will be
subject to delisting. In the event of such notification, we may appeal Nasdaq’s delisting determination. However, there can be no assurance that, if we
receive a delisting notice and appeal the delisting determination by Nasdaq, such appeal would be successful. As a result, there can be no assurance that we
will be able to continue the listing of our Class A common stock on Nasdaq.

Even if we regain compliance with the Bid Price Requirement, there can be no assurance that we will continue to comply with the other continued
listing standards of Nasdaq. If we fail to comply with one or more other Nasdaq listing rules, our Class A common stock may also become subject to
delisting as a result of such deficiencies.

A delisting of our Class A common stock from Nasdaq could materially reduce the liquidity of our Class A common stock and result in a
corresponding material reduction in the price of our Class A common stock. In addition, delisting could harm our ability to raise capital on terms
acceptable to us, or at all, and may result in the potential loss of confidence by investors and employees and fewer business development opportunities.
Further, any potential delisting of our Class A common stock from Nasdaq would also make it more difficult for our stockholders to sell their shares in the
public market.

Sales of a substantial number of shares of our Class A common stock in the public market, or the perception in the market that the holders of a large
number of shares intend to sell shares, could depress the market price of our Class A common stock.

Except for shares of our Class A common stock that are held by our directors, officers and affiliates, which are subject to certain restrictions on
resale under the Securities Act of 1933, as amended, or the Securities Act, and the rules and regulations promulgated thereunder, all other shares of our
Class A common stock listed on Nasdaq are generally freely tradable. These include shares held by stockholders, including those that hold large positions
in our securities, that are not our affiliates as such term is defined under Rule 144 of the Securities Act. Sales of a substantial number of shares of our
common stock by such stockholders, particularly at a time when daily trading volumes in our stock are low, has had and may continue to have the effect of
depressing the trading price of our common stock. Such downward pressure in the trading price of our common stock may also be exerted by investors'
expectations or perceptions that such sales could occur.

An active trading market for our Class A common stock may not be sustainable.

It is possible that an active or liquid market for our Class A common stock may not be sustainable. In the absence of an active trading market for
our Class A common stock, it may be difficult for stockholders to sell our shares without depressing the market price for the shares, or at all. Furthermore,
an inactive market may also impair our ability to raise capital by selling shares of our Class A common stock and may impair our ability to enter into
strategic collaborations or acquire companies or products by using our shares of Class A common stock as consideration.

Our executive officers, directors and principal stockholders, if they choose to act together, have the ability to control all matters submitted to
stockholders for approval.

Based on the number of shares of Class A common stock outstanding as of June 30, 2024, our executive officers, directors and stockholders who
owned more than 5% of our outstanding common stock and their respective affiliates hold,
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in the aggregate, a majority of our outstanding voting stock. The holders of shares of our Class B common stock have the ability to convert any portion of
their Class B common stock into Class A common stock. Our Class B common stock cannot be converted if, immediately following such conversion, the
holder would beneficially own more than 4.9% of the issued and outstanding Class A common stock. Due to this conversion right, holders of our Class B
common stock could, at any time, increase their voting control of us. As a result of their combined voting power, if our executive officers, directors and
stockholders who own more than 5% of our outstanding common stock choose to act together, they would be able to control all matters submitted to our
stockholders for approval that require a majority vote, as well as our management and affairs. For example, these persons, if they choose to act together,
would control the election of directors, the composition of our management and approval of any merger, consolidation or sale of all or substantially all of
our assets.

The dual class structure of our common stock and the option of the holders of shares of our Class B common stock to convert into shares of our Class
A common stock may limit our Class A stockholders’ ability to influence corporate matters.

Our Class A common stock has one vote per share, while our Class B common stock is non-voting. Nonetheless, each share of our Class B
common stock may be converted at any time into one share of issued and outstanding Class A common stock at the option of its holder, subject to the
limitations provided for in our restated certificate of incorporation that prohibit the conversion of our Class B common stock into shares of Class A
common stock to the extent that, upon such conversion, such holder would beneficially own in excess of 4.9% of our Class A common stock.
Consequently, if holders of Class B common stock exercise their option to make this conversion, such exercise will have the effect of increasing the relative
voting power of those prior holders of our Class B common stock (subject to the ownership limitation described in the previous sentence) and increasing
the number of outstanding shares of our voting common stock, and correspondingly decreasing the relative voting power of the current holders of our Class
A common stock, which may limit our current Class A stockholders’ ability to influence corporate matters.

We are an “emerging growth company,” and a "smaller reporting company," and the reduced disclosure requirements applicable to us may make our
Class A common stock less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act, and may remain an emerging growth company until the last day of the fiscal
year following the fifth anniversary of the closing of the IPO. However, if certain events occur prior to the end of such five-year period, including if we
become a “large accelerated filer,” our annual gross revenues exceed $1.235 billion or we issue more than $1.0 billion of non-convertible debt in the
previous three-year period, we will cease to be an emerging growth company prior to the end of such five-year period. For so long as we remain an
emerging growth company, we are permitted 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;

• reduced disclosure obligations regarding executive compensation;

• exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden
parachute payments not previously approved and from providing the pay ratio between our Chief Executive Officer and employees; and

• an exemption from compliance with the requirements of the Public Company Accounting Oversight Board regarding the communication of
critical audit matters in the auditor’s report on the financial statements.

We are also a “smaller reporting company” and are therefore entitled to rely on certain reduced disclosure requirements for as long as we remain a
smaller reporting company, such as presenting two years of audited financial statements in our annual Form 10-K or reduced disclosure requirements for
executive compensation. This reduced disclosure in our SEC filings due to our status as a smaller reporting company may make it harder for investors to
analyze our results of operations and financial prospects.

We cannot predict whether investors will find our Class A common stock less attractive if we rely on these exemptions. If some investors find our
Class A common stock less attractive as a result, there may be a less active trading market for our Class A common stock and our stock price may be
reduced or more volatile. In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for
complying with new or
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revised accounting standards. This allows an emerging growth company to delay the adoption of these accounting standards until they would otherwise
apply to private companies. We intend to utilize the extended transition period and, as a result, we will not be required to comply with new or revised
accounting standards on the same timeline as other public companies.

If we fail to maintain effective internal control over financial reporting and effective disclosure controls and procedures, we may not be able to
accurately report our financial results in a timely manner or prevent fraud, which may adversely affect investor confidence in our company.

As a public company, we are required to maintain internal control over financial reporting and to report any material weaknesses in such internal
controls. Section 404 of the Sarbanes-Oxley Act of 2002 requires that we evaluate and determine the effectiveness of our internal control over financial
reporting and provide a management report on our internal controls on an annual basis. However, while we remain an emerging growth company, we are
not required to include an attestation report on internal control over financial reporting issued by our independent registered accounting firm. If we have
material weaknesses in our internal control over financial reporting, we may not detect errors on a timely basis and our consolidated financial statements
may be materially misstated. We will need to maintain and enhance the systems, processes and documentation necessary to comply with Section 404 of the
Sarbanes-Oxley Act as we grow, and we will require additional management and staff resources to do so.

Additionally, even if we conclude our internal control over financing reporting is effective for a given period, we may in the future identify one or
more material weaknesses, in which case our management will be unable to conclude that our internal control over financial reporting is effective. Our
independent registered public accounting firm will be required to issue an attestation report on the effectiveness of our internal control over financial
reporting following the date we are no longer an emerging growth company and do not qualify as a non-accelerated filer. Even if our management
concludes that our internal control over financial reporting is effective, our independent registered public accounting firm may in the future conclude that
there are material weaknesses with respect to our internal controls or the level at which our internal controls are documented, designed, implemented or
reviewed.

If we are unable to conclude that our internal control over financial reporting is effective or if our auditors were to express an adverse opinion on
the effectiveness of our internal control over financial reporting because we had one or more material weaknesses, investors could lose confidence in the
accuracy and completeness of our financial disclosures, which could cause the price of our common stock to decline. Irrespective of compliance with
Section 404, any failure of our internal control over financial reporting could have a material adverse effect on our reported operating results and harm our
reputation. Internal control deficiencies could also result in a restatement of our financial results.

Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud.

We are subject to the periodic reporting requirements of the Exchange Act. We are continuing to refine our disclosure controls and procedures to
provide reasonable assurance that information we must disclose in reports we file or submit under the Exchange Act is accumulated and communicated to
management, and recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC. We believe that any
disclosure controls and procedures, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met.

These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of simple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by an
unauthorized override of the controls. Accordingly, because of the inherent limitations in our control system, misstatements due to error or fraud may occur
and not be detected, which could have a material adverse effect on investors’ confidence in our reporting and the price of our Class A common stock.

Provisions in our restated certificate of incorporation and amended and restated bylaws and under Delaware law could make an acquisition of our
company, which may be beneficial to our stockholders, more difficult and may prevent attempts by our stockholders to replace or remove our current
management.

Provisions in our restated certificate of incorporation and our amended and restated bylaws may discourage, delay or prevent a merger, acquisition
or other change in control of our company that stockholders may consider favorable, including transactions in which our stockholders might otherwise
receive a premium for their shares. These provisions
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could also limit the price that investors might be willing to pay in the future for shares of our Class A common stock, thereby depressing the market price
of our Class A common stock. In addition, because our board of directors is responsible for appointing the members of our management team, these
provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by making it more difficult for
stockholders to replace members of our board of directors. Among other things, these provisions include those establishing:

• a classified board of directors with three-year staggered terms, which may delay the ability of stockholders to change the membership of a
majority of our board of directors;

• no cumulative voting in the election of directors, which limits the ability of minority stockholders to elect director candidates;

• the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the
resignation, death or removal of a director, which prevents stockholders from filling vacancies on our board of directors;

• the ability of our board of directors to authorize the issuance of shares of preferred stock and to determine the terms of those shares, including
preferences and voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a hostile acquirer;

• the ability of our board of directors to alter our bylaws without obtaining stockholder approval;

• the required approval of the holders of at least two-thirds of the shares entitled to vote at an election of directors to adopt, amend or repeal our
bylaws or repeal the provisions of our restated certificate of incorporation regarding the election and removal of directors;

• the required approval of the holders of at least two-thirds of the shares entitled to vote thereon to (i) effect a reorganization, recapitalization, share
exchange, share classification, consolidation, conversion or merger, (ii) sell, lease, exchange, transfer or otherwise dispose of all or substantially
all of our assets, or (iii) dissolve our company or revoke a dissolution of our company;

• a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an annual or special meeting of our
stockholders;

• the requirement that a special meeting of stockholders may be called only by the chairman of the board of directors, the chief executive officer, the
president or the board of directors, which may delay the ability of our stockholders to force consideration of a proposal or to take action, including
the removal of directors; and

• advance notice procedures that stockholders must comply with in order to nominate candidates to our board of directors or to propose matters to
be acted upon at a stockholders’ meeting, which may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the
acquirer’s own slate of directors or otherwise attempting to obtain control of us.

We have been, and may continue to be, subject to the actions of activist stockholders or unsolicited acquisition proposals, which could cause us to incur
substantial costs, divert management’s and the board’s attention and resources, and have an adverse effect on our business and stock price.

From time to time, we may be subject to proposals by stockholders urging us to take certain corporate actions, such as changing the composition
of our board of directors, our management team, selling our company or similar strategic initiatives. If activist stockholder initiatives ensue, our business
could be adversely affected, as responding to such actions can be costly and time-consuming, disrupt our operations and divert the attention of management
and our board of directors. For example, in connection with the unsolicited proposal from a stockholder to acquire all of our outstanding common stock in
June 2022, we retained the services of various advisors, including legal, financial, and communications professionals, to advise us in considering the
stockholder's proposal and during our review of strategic alternatives, the costs of which negatively impacted our financial results, and we may be required
to retain such services in the future, which could have a further negative impact on our financial results. In addition, perceived uncertainties as to our future
direction, strategy or leadership created as a consequence of activist stockholder initiatives may result in the loss of
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potential business opportunities, harm our ability to attract new investors, customers, and employees, and cause our stock price to experience periods of
volatility or stagnation.

Our restated certificate of incorporation designates specific courts as the exclusive forum for certain litigation that may be initiated by our
stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us.

Our restated certificate of incorporation specifies that, unless we consent in writing to the selection of an alternative forum, the Court of Chancery
of the State of Delaware will be the sole and exclusive forum for most legal actions involving claims brought against us by stockholders; provided that, the
exclusive forum provision will not apply to suits brought to enforce any liability or duty created by the Securities Act, the Exchange Act, the rules and
regulations thereunder or any other claim for which the federal courts have exclusive jurisdiction; and provided further that, if and only if the Court of
Chancery of the State of Delaware dismisses any such action for lack of subject matter jurisdiction, such action may be brought in another state or federal
court sitting in the State of Delaware. Our restated certificate of incorporation further provides that, unless we consent in writing to the selection of an
alternative forum, the federal district courts of the United States of America shall, to the fullest extent permitted by law, be the sole and exclusive forum for
the resolution of any complaint asserting a cause of action arising under the Securities Act. Any person or entity purchasing or otherwise acquiring any
interest in shares of our capital stock shall be deemed to have notice of and to have consented to the provisions of our restated certificate of incorporation
described above; provided, however, that stockholders cannot and will not be deemed to have waived our compliance with the U.S. federal securities laws
and the rules and regulations thereunder.

These provisions may have the effect of discouraging lawsuits against our directors, officers, employees and agents as it may limit any
stockholder’s ability to bring a claim in a judicial forum that such stockholder finds favorable for disputes with us or our directors, officers, employees or
agents and result in additional litigation costs in pursuing any such claims. In addition, while the Delaware Supreme Court ruled in March 2020 that federal
forum selection provisions purporting to require claims under the Securities Act be brought in federal court are “facially valid” under Delaware law, there is
uncertainty as to whether other courts will enforce our Federal Forum Provision. If a court were to find the choice of forum provision contained in our
restated certificate of incorporation to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in
other jurisdictions, which could adversely affect our business, financial condition or results of operations. The choice of forum provision contained in our
restated certificate of incorporation may also impose additional litigation costs on stockholders who assert that the provision is not enforceable or invalid.
The Court of Chancery of the State of Delaware and the federal district courts of the United States may also reach different judgments or results than would
other courts, including courts where a stockholder considering an action may be located or would otherwise choose to bring the action, and such judgments
may be more or less favorable to us than our stockholders.

Our ability to use our net operating losses and research and development tax credits to offset future taxable income or income tax liabilities are subject
to certain limitations.

As of December 31, 2023, we had U.S. federal and state net operating loss, or NOL, carryforwards of $229.3 million and $100.4 million,
respectively. These NOLs may be available to offset future taxable income, if any, that begin to expire in 2038 and 2032, respectively. Additionally, we had
federal NOLs of $216.5 million generated since 2018, which do not expire. The Tax Cuts and Jobs Act (TCJA) enacted on December 22, 2017 limits a
taxpayer’s ability to utilize NOL deduction in a year to 80% taxable income for federal NOL arising in tax years beginning after 2017. In addition, we had
federal and state research and development tax credits of $2.2 million and $3.2 million, respectively. These tax credits may be available to offset future tax
liabilities and begin to expire in 2038 and 2024, respectively.

In general, under Sections 382 and 383 of the Internal Revenue Code of 1986, as amended, or the Code, a corporation that undergoes an
“ownership change,” generally defined as a greater than 50 percentage point change by value in its equity ownership by one or more stockholders or groups
of stockholders owning at least 5% of the corporation’s stock over a rolling three-year period, is subject to limitations on its ability to utilize its pre-
ownership change NOLs and tax credits to offset future taxable income or income tax liabilities for U.S. federal income tax purposes. Similar rules may
apply under state tax laws. The Company has completed a Section 382 study through July 31, 2020 to assess the limitations on use of NOLs and research
and development credits due to changes in control. The study determined that ownership changes materially limited the NOL carryforwards and research
and development tax credits available to offset future tax liabilities and the limitations have been reflected in the amounts of NOL carryforwards, research
and development tax credits, and deferred tax assets disclosed above. The Company has not completed a Section 382 study for post July 31,
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2020 transactions which could create an additional limitation although materially all of the current federal NOL carryforwards can be carried forward
indefinitely. We have in the past experienced, and we may in the future experience ownership changes, some of which are outside our control. For these
reasons, we are not able to utilize a material portion of the NOLs and tax credits even if we attain profitability.

General risk factors

There is increasing attention to environmental, social and governance matters that may impact our business.

There is an increasing focus by U.S. and international regulators, customers, and other stakeholders on environmental, social and governance
("ESG") matters in our industry. Complying with new laws or regulations concerning climate related matters or other ESG matters will result in increased
compliance costs and create additional non-compliance risks. Failure to adequately meet our customer’s expectations or comply with any such laws or
regulations may result in loss of business and an adverse impact on our business, financial condition, and results of operations.

Because we do not anticipate paying any cash dividends on our common stock in the foreseeable future, capital appreciation, if any, would be
stockholders’ sole source of gain.

We have never declared or paid any cash dividends on our common stock. We currently anticipate that we will retain all available funds and future
earnings for the development, operation and expansion of our business and do not anticipate declaring or paying any cash dividends for the foreseeable
future. As a result, capital appreciation, if any, of our common stock will be the sole source of gain on an investment in our common stock for the
foreseeable future.

If securities or industry analysts do not publish research or reports about our business, or if they issue an adverse or misleading opinion regarding our
stock, our stock price and trading volume could decline, even if our business is doing well.

The trading market for our Class A common stock will be influenced by the research and reports that industry or securities analysts publish about
us or our business. If the analysts who cover us issue an adverse or misleading opinion regarding us, our business model, or our stock performance, or if
our product development or marketing and sales results fail to meet the expectations of analysts, our stock price could decline. If one or more of these
analysts ceases coverage of us or fails to publish reports on us regularly, we could lose visibility in the financial markets, which in turn could cause our
stock price or trading volume to decline.

If our estimates or judgments relating to our critical accounting policies are based on assumptions that change or prove to be incorrect, our operating
results could fall below our publicly announced guidance or the expectations of securities analysts and investors, resulting in a decline in the market
price of our Class A common stock.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the amounts reported in our consolidated financial statements and accompanying notes. We
base our estimates on historical experience and on various other assumptions that we believe to be reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying values of assets, liabilities, equity, revenue and expenses that are not readily apparent from other
sources. If our assumptions change or if actual circumstances differ from our assumptions, our operating results may be adversely affected and could fall
below our publicly announced guidance or the expectations of securities analysts and investors, resulting in a decline in the market price of our Class A
common stock.

We could be subject to securities class action litigation.

In the past, securities class action litigation has often been brought against a company following a decline in the market price of its securities. This
risk is especially relevant for us because early-stage technology companies have experienced significant stock price volatility in recent years. If we face
such litigation, it could result in substantial costs, a diversion of management’s attention and resources, and negative publicity, all of which could harm our
business.

Conditions in the banking system and financial markets, including the failure of banks and financial institutions, could have an adverse effect on our
operations and financial results.
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Actual events involving limited liquidity, defaults, non-performance or other adverse developments that affect financial institutions, transactional
counterparties or other companies in the financial services industry or the financial services industry generally, or concerns or rumors about any events of
these kinds or other similar risks, have in the past and may in the future lead to market-wide liquidity problems. For example, on March 10 and March 12,
2023, the Federal Deposit Insurance Corporation took control and was appointed receiver of Silicon Valley Bank, Signature Bank and Silvergate Capital
Corp, respectively, after each bank was unable to continue their operations. Since then, additional financial institutions have experienced similar failures
and have been placed into receivership. It is possible that other banks will face similar difficulty in the future.

Although we do not maintain any deposit accounts, credit agreements or letters of credit with any financial institution currently in receivership, we
are unable to predict the extent or nature of the impacts of these evolving circumstances at this time. If, for example, other banks and financial institutions
enter receivership or become insolvent in the future in response to financial conditions affecting the banking system and financial markets, our ability to
access our existing cash, cash equivalents and investments may be threatened. While it is not possible at this time to predict the extent of the impact that the
failure of these financial institutions or the high market volatility and instability of the banking sector could have on economic activity and our business in
particular, the failure of other banks and financial institutions and the measures taken by governments, businesses and other organizations in response to
these events could adversely impact our business, financial condition and results of operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Recent Sales of Unregistered Securities; Purchases of Equity Securities by the Issuer or Affiliated Purchaser

None.

Use of Proceeds

On July 14, 2021, the Registration Statement on Form S-1 (File No. 333-257431) relating to our IPO was declared effective by the SEC. There has
been no material change in the expected use of the net proceeds from our IPO as described in our final prospectus.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

(c) Director and Officer Trading Plans and Arrangements

None of our directors or officers adopted, modified or terminated a Rule 10b5-1 trading arrangement, or adopted, modified or terminated a non-
Rule 10b5-1 trading arrangement (as defined in Item 408(c) of Regulation S-K) during the second quarter ended June 30, 2024.
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Item 6. Exhibits

Exhibit
Number Description of Exhibit
3.1 Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Registrant's Current Report on Form 8-K (File No.

001-40952) filed on July 21, 2021)
3.2 Amended and Restated Bylaws (incorporated by reference to Exhibit 3.2 to the Registrant's Current Report on Form 8-K (File No. 001-

40952) filed on July 21, 2021)
3.3 Certificate of Amendment to Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the Registrant's Current

Report on Form 8-K (File No. 001-40952) filed on May 24, 2024)
31.1* Certification of Principal Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) of 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 Rule 13a-14(a) or Rule 15d-14(a) of 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
101.INS* Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because its XBRL tags are

embedded within the Inline XBRL document
101.SCH* Inline XBRL Taxonomy Extension Schema Document.
101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document
104* Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

* Filed herewith.
** Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, duly authorized.

Date: August 2, 2024

RAPID MICRO BIOSYSTEMS, INC.

By: /s/ Robert Spignesi
Robert Spignesi

President and Chief Executive Officer
(Principal Executive Officer)

By: /s/ Sean Wirtjes
Sean Wirtjes

Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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Exhibit 31.1

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

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

I, Robert Spignesi, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Rapid Micro Biosystems, Inc.;

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

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

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

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

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

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

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

Date: August 2, 2024

By: /s/ Robert Spignesi
Name: Robert Spignesi
Title: Chief Executive Officer

(principal executive officer)



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO RULES 13a-14(a) OR 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF
1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Sean Wirtjes, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Rapid Micro Biosystems, Inc.;

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

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

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

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

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

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

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

Date: August 2, 2024

By: /s/ Sean Wirtjes
Name: Sean Wirtjes
Title: Chief Financial Officer

(principal financial officer and principal accounting officer)



Exhibit 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

In connection with the quarterly report of Rapid Micro Biosystems, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 (the “Report”),
as filed with the Securities and Exchange Commission on the date hereof, I, the undersigned, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirements of Section 13(a) or Section 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 results of operations of the
Company.

Date: August 2, 2024

By: /s/ Robert Spignesi
Name: Robert Spignesi
Title: Chief Executive Officer

(principal executive officer)



Exhibit 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

In connection with the quarterly report of Rapid Micro Biosystems, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 (the “Report”),
as filed with the Securities and Exchange Commission on the date hereof, I, the undersigned, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge, that:

(1) The Report fully complies with the requirements of Section 13(a) or Section 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 results of operations of the
Company.

Date: August 2, 2024

By: /s/ Sean Wirtjes
Name: Sean Wirtjes
Title: Chief Financial Officer

(principal financial officer and principal accounting officer)


