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PROSPECTUS
 

215,835,000 Shares of Common Stock

Offered by the Selling Stockholders
 

 

Pursuant to this prospectus,
the selling stockholders identified herein (the “Selling Stockholders”) are offering on a resale basis up to (i) 215,835,000
shares of our common stock, par value $0.001 per share issuable upon the conversion of 863,340 shares (the
“Preferred Shares”) of Series A Non-Voting
Convertible Preferred Stock, par value $0.001 per share (the “Series A Preferred Stock”) of Outset Medical, Inc. (“Outset,” “Outset
Medical,” “we,”
“our” or the “Company”), a Delaware corporation. Subject to receiving the requisite stockholder approval and certain beneficial ownership limitations
set by each holder of Preferred Shares, as
described in our Certificate of Designation of Preferences, Rights and Limitations of Series A Non-Voting
Convertible Preferred Stock (the “Certificate of Designation”), each Preferred Share is
convertible into a number of shares of our common stock equal
to (i) the Original Per Share Price ($200.00) plus any accruing dividends accrued but unpaid thereon, whether or not declared, divided by (ii) the
Conversion Price ($0.80). The
Preferred Shares were issued to the Selling Stockholders in a private placement (the “Private Placement”). The shares of
our common stock registered by this prospectus are referred to herein as the “Resale Shares.”

We are registering the Resale Shares covered by this prospectus as required by a registration rights agreement by and among the Company and the
Selling
Stockholders, dated January 3, 2025 (the “Registration Rights Agreement”). We are not offering or selling any Resale Shares under this
prospectus, and we will not receive any of the proceeds from the sale of the Resale Shares by the
Selling Stockholders pursuant to this prospectus.

Our registration of the securities covered by this prospectus does not mean that the Selling
Stockholders, including certain of our directors and officers,
will offer or sell any of the Resale Shares. The Selling Stockholders may sell any, all or none of the securities offered by this prospectus in a number of
different ways and at varying
prices, and we do not know when or in what amount the Selling Stockholders may sell their Resale Shares hereunder
following the effective date of the registration statement of which this prospectus forms a part. We provide more information about how
the Selling
Stockholders may sell the Resale Shares in the section entitled “Plan of Distribution.” Discounts, concessions, commissions and similar selling expenses
attributable to the sale of the Resale Shares will be borne by the Selling
Stockholders. We will pay certain fees and expenses (other than discounts,
concessions, commissions and similar selling expenses) incident to the registration of the Resale Shares with the U.S. Securities and Exchange
Commission (the
“SEC”).

You should read this prospectus and any applicable prospectus supplement, as well as any documents incorporated by reference, before
you invest in any
of the securities being offered.

Our common stock is listed on the Nasdaq Global Select Market under the symbol “OM.” On
February 12, 2025, the last reported sale price of our
common stock was $0.78. We recommend that you obtain current market quotations for our common stock prior to making an investment decision.
 

 

Investing in our securities involves significant risks. We strongly recommend that you read carefully the risks we
describe in this
prospectus and in any accompanying prospectus supplement, as well as the risk factors that are
incorporated by reference into this prospectus from our filings made with the Securities and Exchange Commission.
See “Risk
Factors” beginning on page 4 of this prospectus.

Neither the Securities and Exchange
Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.
 

 

The date of this prospectus is February 28, 2025.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, (the “SEC”), using a
“shelf” registration
process. Under this shelf registration process, the Selling Stockholders may, from time to time, offer and sell the securities described in this prospectus
in one or more offerings.

This prospectus provides you with a general description of the shares of common stock that the Selling Stockholders may offer. Each time the Selling
Stockholders sell our shares of common stock using this prospectus, to the extent necessary and required by law, we will provide a prospectus
supplement that will contain specific information about the terms of that offering, including the number of
shares of common stock being offered, the
manner of distribution, the identity of any underwriters or other counterparties and other specific terms related to the offering. The prospectus
supplement may also add, update or change information
contained in this prospectus or in any documents that we have incorporated by reference into
this prospectus. To the extent that any statement made in a prospectus supplement is inconsistent with statements made in this prospectus, the statements
made in this prospectus will be deemed modified or superseded by those made in the prospectus supplement. You should carefully read this prospectus,
any applicable prospectus supplement together with the additional information under the headings
“Where You Can Find More Information” and
“Information Incorporated by Reference.”

This prospectus contains and incorporates by
reference information that you should consider when making your investment decision. Neither we, nor the
Selling Stockholders, have authorized anyone to provide you with any information or to make any representation other than that contained or
incorporated by reference in this prospectus and any applicable prospectus supplement we have authorized for use in connection with a specific offering.
We take no responsibility for, and can provide no assurance as to the reliability of, any other
information that others may give you. The Selling
Stockholders are offering to sell, and seeking offers to buy, our securities only in jurisdictions where it is lawful to do so. This prospectus and any
accompanying prospectus supplement do not
constitute an offer to sell or the solicitation of an offer to buy any securities other than the registered
securities to which they relate, nor do this prospectus or any applicable supplement to this prospectus constitute an offer to sell or the
solicitation of an
offer to buy securities in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in such jurisdiction. You should not
assume that the information contained in this prospectus, any applicable
prospectus supplement, the documents incorporated by reference or any related
free writing prospectus is accurate on any date subsequent to the date set forth on the front of the document or that any information we have
incorporated by reference is
correct on any date subsequent to the date of the document incorporated by reference, even though this prospectus, any
applicable prospectus supplement or any related free writing prospectus is delivered, or securities are sold, on a later date. Our
business, financial
condition, results of operations and prospects may have changed materially since those dates.

The terms “Outset,” the
“Company,” “our,” “us” and “we,” as used in this prospectus, refer to Outset Medical, Inc., a Delaware corporation, and its
subsidiaries unless we state otherwise or the context indicates otherwise.

For investors outside of the United States, neither we nor the Selling Stockholders have done anything that would permit the offering or possession or
distribution of this prospectus in any jurisdiction where action for that purpose is required, other than in the United States. You are required to inform
yourselves about and to observe any restrictions relating to the offering and the distribution
of this prospectus outside of the United States.
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SUMMARY

This summary highlights selected information from this prospectus and does not contain all of the information that you need to consider in making
your
investment decision. You should carefully read the entire prospectus, including the risks of investing in our securities discussed under the
heading “Risk Factors” that are incorporated by reference into this prospectus. You should also
carefully read the information incorporated by
reference into this prospectus, including our consolidated financial statements, and the exhibits to the registration statement of which this
prospectus is a part.

Company Overview

Outset Medical, Inc. is a medical
technology company pioneering a first-of-its-kind technology to reduce the cost and complexity of dialysis.
Tablo® Hemodialysis System (“Tablo”), cleared by the U.S. Food and Drug Administration (“FDA”) for use from the hospital to the home,
represents a significant technological
advancement designed to transform the dialysis experience for patients and operationally simplify it for
providers. Tablo serves as a single enterprise solution designed to be utilized across the continuum of care, allowing dialysis to be delivered
anytime, anywhere, and by virtually anyone. The integration of water purification and on-demand dialysate production in a single 35-inch compact
console enables Tablo to
serve as a dialysis clinic on wheels. With a simple-to-use touchscreen interface, two-way wireless data transmission and a
proprietary data analytics platform, Tablo is a new holistic approach to dialysis care.

Implications of Being a Smaller Reporting Company

We are a “smaller reporting company” meaning that the market value of our stock held by non-affiliates plus
the proposed aggregate amount of
gross proceeds to us as a result of this offering is less than $700 million and we are an “accelerated filer” since our annual revenue was more than
$100 million during the most recently completed
fiscal year. Smaller reporting companies may take advantage of certain reduced disclosure
obligations, including, among other things, providing only two years of audited financial statements in our Annual Report on Form 10-K, and,
similar to emerging growth companies, smaller reporting companies have reduced disclosure obligations regarding executive compensation. We
will remain a smaller reporting company until the last day of the
fiscal year in which (i) the market value of our common stock held by
non-affiliates exceeds $250 million as of the end of that year’s second fiscal quarter and our annual revenue exceeds
$100 million during such
completed fiscal year, or (ii) the market value of our common stock held by non-affiliates exceeds $700 million, regardless of our annual revenue,
as of the end of that
year’s second fiscal quarter. To the extent we take advantage of such reduced disclosure obligations, it may also make
comparison of our consolidated financial statements with other public companies difficult or impossible.

Corporate Information

We were incorporated in the state
of Delaware in 2003 under the name Home Dialysis Plus, Ltd. We changed our name to Outset Medical, Inc. in
2015. Our principal executive offices are located at 3052 Orchard Drive, San Jose, California 95134, and our telephone number is (669) 231-8200.
Our website address is www.outsetmedical.com. Information contained on, or that can be accessed through, our website is not incorporated by
reference into this prospectus, and you should not consider
information on our website to be part of this prospectus.

Private Placement of Shares of Series A Preferred Stock

On January 3, 2025, we entered into securities purchase agreements (the “Securities Purchase Agreements”) with various investors, including
certain members of management and certain members of our board of directors (the
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“Investors”) for the issuance and sale by us of an aggregate of 863,340 shares of Series A Preferred Stock in the Private Placement. The Series A
Preferred Stock was issued to the
Investors pursuant to an exemption from the registration requirements of the Securities Act of 1933, as amended
(the “Securities Act”) afforded by Section 4(a)(2) of the Securities Act. Pursuant to the terms of the Securities Purchase
Agreements, we agreed to
submit to our stockholders the approval of (i) the conversion of the Series A Preferred Stock into shares of our common stock, in accordance with
Nasdaq Stock Market Rules (the “Conversion Proposal”) and
(ii) the issuance of the Series A Preferred Stock to certain members of management
and certain members of our board of directors and any shares of our common stock issuable upon the conversion thereof (the “Director Issuance
Proposal”) at a special meeting of the stockholders expected to be held on March 5, 2025. The Securities Purchase Agreements include customary
representations, warranties and covenants by the parties to the agreements.

Pursuant to the Securities Purchase Agreements, the Investors agreed to purchase the Series A Preferred Stock at a purchase price of $200.00 per
share for an
aggregate purchase price of approximately $172.7 million. Institutional investors invested $168.8 million, and following the approval
of the Director Issuance Proposal, certain members of management and certain members of our board of
directors are expected to invest
$3.9 million. We expect to use the net proceeds from the Private Placement for general corporate purposes.

In
connection with the Private Placement, we also entered into the Registration Rights Agreement with the Investors, which provides that we will
register the resale of the shares of our common stock issuable upon conversion of the Series A Preferred
Stock. This registration statement is being
filed in order to satisfy our obligation to prepare and file an initial registration statement with the Securities and Exchange Commission (“SEC”) as
soon as reasonably practicable, but in no
event later than 60 days after the closing of the Private Placement. We will use our best efforts to have the
registration statement declared effective within 50 days after the filing of the initial registration statement with the SEC, subject to
the approval of
the Conversion Proposal being received at our special meeting of stockholders. The Registration Rights Agreement also contains customary
provisions including, among other things, provisions relating to indemnification and
expenses.
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RISK FACTORS

Investing in our securities involves risk. You should carefully consider the specific risks discussed or incorporated by reference into the applicable
prospectus supplement, together with all the other information contained in the prospectus or incorporated by reference into this prospectus and the
applicable prospectus supplement. You should also consider the risks, uncertainties and assumptions
discussed under the caption “Risk Factors”
included in our Annual Report on Form 10-K for the year ended December 31, 2023 and in our Quarterly Reports on Form 10-Q for the periods ended
March 31, June 30, and September 30, 2024, and in subsequent filings, which are incorporated by reference into this prospectus. These risk factors may
be amended,
supplemented or superseded from time to time by other reports we file with the SEC in the future or by a prospectus supplement relating to
a particular offering of our securities. These risks and uncertainties are not the only risks and
uncertainties we face. Additional risks and uncertainties
not presently known to us, or that we currently view as immaterial, may also impair our business. If any of the risks or uncertainties described in our
SEC filings or any prospectus
supplement or any additional risks and uncertainties actually occur, our business, financial condition and results of
operations could be materially and adversely affected. In that case, the trading price of our securities could decline and you
might lose all or part of your
investment.
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FORWARD-LOOKING STATEMENTS

This prospectus contains and incorporates by reference “forward-looking statements” within the meaning of the federal securities laws. All
statements
other than statements of historical fact contained or incorporated by reference in this prospectus, including statements regarding our future results of
operations and financial position, business strategy and plans and objectives of
management for future operations, are “forward-looking statements” for
the purposes of this prospectus. These 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.

In some cases, you can identify forward-looking statements by terms such as “may,” “should,” “would,” “expects,”
“plans,” “anticipates,” “could,”
“intends,” “target,” “projects,” “contemplates,” “believes,” “estimates,” “predicts,” “potential” or
“continue” or the negative of these terms or other
similar expressions. The forward-looking statements in this prospectus are only predictions. 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. These forward-looking statements speak only as of the date of this prospectus and are subject to a number of
risks, uncertainties and
assumptions described in the section titled “Risk Factors” and elsewhere in this prospectus. Because forward-looking statements are inherently subject
to risks and uncertainties, some of which cannot be predicted
or quantified, you should not rely on these forward-looking statements as predictions of
future events. The events and circumstances reflected in our forward-looking statements may not be achieved or occur and actual results could differ
materially
from those projected in the forward-looking statements. Some of the key factors that could cause actual results to differ from our expectations
include:
 

  •   our future results of operations and financial position, including our expectations and projections regarding our
revenues, recurring
revenues and revenue growth rate, cost of revenues, gross margin, operating expenses, capital expenditures, cash burn and cash position;

 

  •   our business strategy, plans and objectives of management;
 

 
•   key factors we believe affect our performance, including our beliefs about the opportunities presented by these
factors, our ability to

successfully address each of these factors and the anticipated impacts of these factors on our business, financial condition and result of
operations;

 

  •   continued execution of our various initiatives designed to expand gross margins, including by continuing to sell
Tablo cartridges, services
and accessories for Tablo console, reducing the cost of service and reducing the cost of Tablo consoles;

 

  •   our ability to achieve and sustain future profitability, including our ability to expand gross margins, optimize
operating expenses (including
the anticipated benefits from cost reduction initiatives such as organizational restructurings) and optimize working capital;

 

  •   our expectations regarding the market sizes and growth potential for Tablo, and the total addressable market
opportunities for Tablo in the
acute care and home settings;

 

  •   our planned expansion within the home dialysis market and our assumptions about the home market, including
expected drivers of home
dialysis adoption;

 

  •   any ongoing impact of macroeconomic factors on our business and results of operations, and on our customers and
suppliers;
 

  •   our ability to retain our commercial team, optimize our sales processes and expand the adoption of Tablo as we
focus more heavily on
enterprise selling;

 

  •   our plans to continue to invest in our research and development efforts to enhance existing products and develop
new products;
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  •   our ability to respond to any reports, observations or other actions by the FDA or other regulators in a timely
and effective manner; and
 

  •   our expectations regarding the uses and sufficiency of our capital resources.

These statements relate to future events or to future financial performance and involve known and unknown risks, uncertainties, and other 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 these forward-looking statements. Factors that may cause actual results to differ
materially from current expectations include, among other
things, those set forth in Part I, Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2023, Part II, Item IA –
“Risk Factors”
and for the reasons described in our Quarterly Report for the quarterly period ended September 30, 2024 on Form 10-Q and any risks contained in any
other documents incorporated by
reference herein. Any forward-looking statement in this prospectus reflects our current view with respect to future
events and is subject to these and other risks, uncertainties, and assumptions relating to our operations, results of operations,
industry, and future growth.
Given these uncertainties, you should not place undue reliance on these forward-looking statements. Except as required by law, we assume no obligation
to update or revise these forward-looking statements for any reason,
even if new information becomes available in the future.

This prospectus and the documents incorporated by reference may also contain estimates,
projections and other information concerning our industry,
including market size and growth rates of the markets in which we participate, and discussion of our general expectations, market position, and market
opportunity. Information that is based
on estimates, forecasts, projections, or similar methodologies is inherently subject to uncertainties, and actual
events or circumstances may differ materially from events and circumstances reflected in this information. Unless otherwise expressly
stated, we
obtained these industry, business, market and other data from reports, research surveys, studies, and similar data prepared by third parties, industry,
medical and general publications, government data, and similar sources. In some cases,
we do not expressly refer to the sources from which these data
are derived.
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DIVIDEND POLICY

We have never declared or paid cash dividends on our capital stock. We intend to retain all available funds and any future earnings to fund the growth
and
development of our business. We do not intend to pay cash dividends to our stockholders in the foreseeable future. Moreover, any future
indebtedness that we may incur could preclude us from paying dividends. Any future determination to pay dividends
will be made at the discretion of
our board of directors. Investors should not purchase our common stock with the expectation of receiving cash dividends.
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USE OF PROCEEDS

We are not selling any securities under this prospectus and we will not receive any proceeds from the sale of the Resale Shares covered hereby. The net
proceeds from the sale of the Resale Shares offered by this prospectus will be received by the Selling Stockholders.

Subject to limited exceptions, the
Selling Stockholders will pay any underwriting discounts and commissions and expenses incurred by the Selling
Stockholders for brokerage, accounting, tax or legal services or any other expenses incurred by the Selling Stockholders in disposing of
any of the
Resale Shares. We will bear the costs, fees and expenses incurred in effecting the registration of the Resale Shares covered by this prospectus, including
all registration and filing fees, Nasdaq listing fees, and fees and expenses of our
counsel and our independent registered public accounting firm.
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SELLING STOCKHOLDERS

This prospectus covers the possible resale or other disposition from time to time by the Selling Stockholders identified in the table below of up to an
aggregate of 215,835,000 shares of our common stock, which represent the Resale Shares issuable upon conversion of shares of Series A Preferred
Stock that were issued to the Selling Stockholders in the Private Placement. The Selling Stockholders may
from time to time offer and sell any or all of
the Resale Shares set forth below pursuant to this prospectus and any accompanying prospectus supplement.

We are registering the Resale Shares to permit the Selling Stockholders and their pledgees, donees, transferees or other successors-in-interest that
receive their shares after the date of this prospectus to resell or otherwise dispose of the shares in the manner contemplated under “Plan of Distribution”
herein.

Except as otherwise disclosed herein, the Selling Stockholders do not have, and within the past three years have not had, any position, office or other
material relationship with us.

The Selling Stockholders may sell some, all or none of their Resale Shares. We do not know how long the Selling
Stockholders will hold the Resale
Shares before selling them, and we currently have no agreements, arrangements or understandings with the Selling Stockholders regarding the sale or
other disposition of any of the Resale Shares. The Resale Shares
covered hereby may be offered from time to time by the Selling Stockholders, provided
that Resale Shares may only be offered after the shares of Series A Preferred Stock are converted to common stock subject to the terms of our Certificate
of
Designation and contingent upon the Company’s stockholders approving the conversion of the Series A Preferred Stock into shares of our common
stock (the “Stockholder Approval”).

The table below lists the Selling Stockholders and other information regarding the beneficial ownership of the shares of common stock by each of the
Selling
Stockholders. The second column lists the number of shares of common stock beneficially owned by each Selling Stockholder, based on its
ownership of the shares of Common Stock, as of January 31, 2025, assuming (i) the issuance of the full
number of 863,340 shares of Series A Preferred
Stock in the Private Placement and (ii) the conversion of all shares of Series A Preferred Stock issued in the Private Placement into 215,835,000 shares
of our common stock, without regard to any
beneficial ownership limitations. The third column lists the Resale Shares being offered by this prospectus
by the Selling Stockholders. The fourth column reflects the number and percentage of shares of common stock beneficially owned by each
Selling
Stockholder, assuming the sale of all of the Resale Shares offered by the Selling Stockholders pursuant to this prospectus.
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The information set forth below is based upon information obtained from the Selling Stockholders and upon
information in our possession regarding the
issuance of the Preferred Shares in connection with the Private Placement. The percentages of common stock beneficially owned after the offering by
each Selling Stockholder set forth below are based on
269,538,697 shares of our common stock, which is the sum of 53,703,697 shares of common
stock outstanding as of January 31, 2025 and 215,835,000 shares of our common stock issuable upon the conversion of all shares of Series A Preferred
Stock
issuable in the Private Placement, without regard to any beneficial ownership limitations.
 

Name of Selling

Stockholders(1)  

Common

Stock


Beneficially

Owned


Before

Offering(2)    

Common

Stock that

May


Be Offered

Pursuant to

Prospectus    

Common Stock

Beneficially


Owned After

Offering(2)(3)  

                Number    
Percentage


(%)  
Altium Healthcare Long Short Onshore Fund
LP(4)     2,500,000     2,500,000     —       —   
Alyeska Master Fund(5)     25,000,000     25,000,000     —       —   
Brandon Felts(6)     47,340     37,500     9,840     * 
Brent D. Lang(7)     286,010     250,000     36,010     * 
Brett Fogg(8)     74,466     20,000     54,466     * 
Catalio Public Equities Master Fund,
LP(9)     2,500,000     2,500,000     —       —   
Cricklewood Holdings LLC(10)     1,875,000     1,875,000     —       —   
D. Keith Grossman(11)     456,920     187,500     269,420     * 
Dinamarie Stefani(12)     93,750     93,750     —       —   
Durable Capital Master Fund LP(13)     31,250,000     31,250,000     —       —   
Entities Associated with Atika
Capital(14)     8,500,000     8,500,000     —       —   
Entities Associated with Marshall
Wace(15)     9,375,000     9,375,000     —       —   
Entities Associated with MFS Investment
Management(16)     12,428,250     12,428,250     —       —   
Entities Associated with Perceptive
Advisors(17)     12,500,000     12,500,000     —       —   
Entities Associated with PFM
Healthcare(18)     25,000,000     25,000,000     —       —   
Entities Advised or Subadvised by T. Rowe Price Investment Management,

Inc.(19)     23,673,750     23,673,750     —       —   
Fidelity Advisor Series VII: Fidelity Advisor Health Care Fund(20)     11,986,250     11,986,250     —       —   
Fidelity Select Portfolios: Select Health Care Portfolio(21)     19,993,500     19,993,500     —       —   
Evin Macaluso(22)     282,442     250,000     32,442     * 
Isaac Stockwell(23)     54,879     13,000     41,879     * 
Jennifer Sipple(24)     74,184     25,000     49,184     * 
John Geraci(25)     53,254     12,500     40,754     * 
Karen Drexler(26)     54,482     31,250     23,232     * 
Laura Romike(27)     379,080     187,500     191,580     * 
Leslie Trigg(28)     1,894,032     625,000     1,269,032     * 
Patrick T. Hackett(29)     3,180,823     3,125,000     55,823     * 
Pura Vida X Fund, LP(30)     1,250,000     1,250,000     —       —   
Variable Insurance Products Fund IV: VIP Health Care Portfolio(31)     3,145,250     3,145,250     —       —   
Woodline Master Fund LP(32)     20,000,000     20,000,000     —       —   

 
* Less than 1%
(1) To our knowledge, unless otherwise indicated, all persons named in the table above have sole voting and
investment power with respect to their

shares of common stock. Except as otherwise indicated, the address of each of the persons in this table is c/o Outset Medical, Inc., 3052 Orchard
Drive, San Jose, California 95134.
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(2) “Beneficial ownership” is a term broadly defined by the SEC in Rule
13d-3 under the Exchange Act and includes more than the typical form of
stock ownership, that is, stock held in the person’s name. The term also includes what is referred to as “indirect
ownership,” meaning ownership of
shares as to which a person has or shares investment power. Notwithstanding the foregoing, the beneficial ownership amounts (x) assume the sale
of all common stock that may be offered pursuant to this
prospectus and (y) do not take into account certain limitations, including that a holder of
Series A Preferred Stock is prohibited from converting shares of Series A Preferred Stock into shares of common stock (i) prior to Stockholder
Approval, or (ii) if, as a result of such conversion, such holder, together with its affiliates, would beneficially own a specified percentage
(established by the holders between 0.00% and 19.99%, the “Beneficial Ownership
Limitation”) of the total number of shares of common stock in
excess of the applicable beneficial ownership limitation of such holder.

(3) Assumes that all the shares of common stock of the Selling Stockholders covered by this prospectus are sold and
that the Selling Stockholders do
not acquire any additional shares of common stock before the completion of this offering. However, as each Selling Stockholder can offer all,
some or none of its common stock, no definitive estimate can be given as
to the number of shares of common stock that any Selling Stockholder
will ultimately offer or sell under this prospectus.

(4) Consists of 2,500,000 shares of common stock issuable upon the conversion of 10,000 shares of Series A
Preferred Stock held by Altium
Healthcare Long Short Onshore Fund LP (“Altium”). The Beneficial Ownership Limitation of Altium is 4.9%. The address of Altium is 152 West
57th Street, Fl 20, New York, NY 10019.

(5) Consists of 25,000,000 shares of common stock issuable upon the conversion of 100,000 shares of Series A
Preferred Stock held by Alyeska
Master Fund, LP (“Alyeska”). The Beneficial Ownership Limitation of Alyeska is 9.9%. The address of Alyeska is 77 West Wacker Drive, Suite
700, Chicago, IL 60601.

(6) Consists of (i) 4,107 shares of common stock, (ii) 37,500 shares of common stock issuable upon the conversion
of 150 shares of Series A
Preferred Stock and (iii) RSUs representing the right to receive 5,733 shares of common stock that will vest within 60 days of January 31, 2025.
Mr. Felts is the Company’s Vice President of Sales
Enablement. The Beneficial Ownership Limitation of Mr. Felts is 19.99%.

(7) Consists of (i) 27,007 shares of common stock, (ii) 250,000 shares of common stock issuable upon the conversion
of 1,000 shares of Series A
Preferred Stock held by the Lang Van Schaack Family Revocable Trust (“LVS Family Trust”) and (iii) RSUs representing the right to receive
9,003 shares of common stock that will vest within 60 days of
January 31, 2025. Mr. Lang is a director of the Company. The Beneficial Ownership
Limitation of LVS Family Trust is 19.99%.

(8) Consists of (i) 28,924 shares of common stock, (ii) 20,000 shares of common stock issuable upon the conversion
of 80 shares of Series A
Preferred Stock and (iii) 13,056 shares of Common Stock issuable pursuant to the exercise of options that are vested and exercisable within
60 days of January 31, 2025 and (iv) RSUs representing the right to
receive 12,486 shares of common stock that will vest within 60 days of
January 31, 2025. Mr. Fogg is the Company’s Vice President of R&D and Supply Chain. The Beneficial Ownership Limitation of Mr. Fogg is
19.99%.

(9) Consists of 2,500,000 shares of common stock issuable upon the conversion of 10,000 shares of Series A
Preferred Stock held by Catalio Public
Equities Master Fund, LP (“Catalio”). The Beneficial Ownership Limitation of Catalio is 4.9%. The address of Catalio is 512 W. 22nd St, 5th Fl,
New York, NY 10011.

(10) Consists of 1,8750,000 shares of common stock issuable upon the conversion of 7,500 shares of Series A
Preferred Stock held by Cricklewood
Holdings LLC (“Cricklewood”). The Beneficial Ownership Limitation of Cricklewood is 19.9%. The address of Cricklewood is 355 South Grand
Ave, Suite 2450, Lose Angeles, CA 90071.

(11) Consists of (i) 54,221 shares of common stock, (ii) 187,500 shares of common stock issuable upon the conversion
of 750 shares of Series A
Preferred Stock held by The D. Keith and Hallie H. Grossman Family Living Trust (“Grossman Trust”), (iii) 215,199 shares of common stock
issuable upon the exercise of options that are vested and exercisable within
60 days of January 31, 2025 and. Mr. Grossman is a director of the
Company. The Beneficial Ownership Limitation of the Grossman Trust is 19.99%.
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(12) Consists of 93,750 shares of common stock issuable upon the conversion of 375 shares of Series A Preferred
Stock. Ms. Stefani is the Company’s
Senior Vice President of Regulatory Affairs & Quality Assurance. The Beneficial Ownership Limitation of Ms. Stefani is 19.99%.

(13) Consists of 31,250,000 shares of common stock issuable upon the conversion of 125,000 shares of Series A
Preferred Stock held by Durable
Capital Master Fund LP (“Durable”). Durable Capital Partners LP (“Durable Capital Partners”) is the investment adviser to Durable. Durable
Capital Partners GP LLC (“Durable GP”) is the
general partner of Durable Capital Partners, and Henry Ellenbogen is the chief investment officer
of Durable Capital Partners and the managing member of Durable GP. The Beneficial Ownership Limitation of Durable is 9.9%. The principal
business
address of Durable is c/o Durable Capital Partners LP, 4747 Bethesda Ave, Suite 1002, Bethesda, MD 20814.

(14) Consists of (i) 5,145,000 shares of common stock issuable upon the conversion of 20,580 shares of Series A
Preferred Stock held by Atika Capital
Partners, LP, (ii) 1,164,250 shares of common stock issuable upon the conversion of 4,657 shares of Series A Preferred Stock held by Atika
Offshore Master Fund, Ltd, and (iii) 2,190,750 shares of common
stock issuable upon the conversion of 8,763 shares of Series A Preferred Stock
held by The Optika Master Portfolio Limited. The Beneficial Ownership Limitation of the forgoing entities is 19.99%. The address of the
foregoing entities is c/o Atika
Capital Management, 475 Tenth Ave., 14th Fl, New York, NY 10018.

(15) Consists of (i) 6,250,000 shares of common stock issuable upon the conversion of 25,000 shares of Series A
Preferred Stock held by MW XO
Health Innovations Fund II, LP (“MW XO”) and (ii) 3,125,000 shares of common stock issuable upon the conversion of 12,500 shares of Series A
Preferred Stock held by Marshall Wace Investment Strategies, an
umbrella unit trust established in Ireland with limited liability between
sub-trusts, acting solely in respect of the Eureka Fund (“Eureka”). The Beneficial Ownership Limitation of the forgoing
entities is 9.99%. The
address of MW XO is c/o Marshall Wace North America, LP, 350 Park Avenue, 18th Floor, New York, NY 10022. The address of Eureka is c/o
Marshall Wace LLP, George House, 131 Sloane Street, London SWIX 9AT England.

(16) Consists of (i) 14,000 shares of common stock issuable upon the conversion of 56 shares of Series A Preferred
Stock held by MFS Global
Alternative Strategy Fund, (ii) 8,205,500 shares of common stock issuable upon the conversion of 32,822 shares of Series A Preferred Stock held
by MFS New Discovery Fund, (iii) 1,530,250 shares of common stock issuable upon
the conversion of 6,121 shares of Series A Preferred Stock
held by The assets of the Pacific Select Fund – Small-Cap Growth Portfolio advised by Massachusetts Financial Services Company, and (iv)
2,678,500 shares of common stock issuable upon the conversion of 10,714 shares of Series A Preferred Stock held by MFS Variable Insurance
Trust — MFS New Discovery Series. The Beneficial Ownership Limitation of the forgoing entities is 19.99%.
The address of the foregoing
entities is MFS Investment Management, 111 Huntington Avenue, Boston, MA 02199.

(17) Consists of (i) 5,960,250 shares of common stock issuable upon the conversion of 23,841 shares of Series A
Preferred Stock held by Perceptive
Credit Holdings IV, LP (“Holdings IV”) and (ii) 6,539,750 shares of common stock issuable upon the conversion of 26,159 shares of Series A
Preferred Stock held by PCOF EQ AIV IV, LP (“PCOF”).
Perceptive Credit Advisors, LLC (“Perceptive Credit”), an affiliate of Perceptive
Advisors LLC, is the investment manager to Holdings IV and PCOF (together, “Perceptive Credit Affiliates”) and accordingly, may be deemed to
beneficially own the securities directly held by the Perceptive Credit Affiliates. Joseph Edelman is the managing member of Perceptive Credit, and
accordingly, Mr. Edelman may be deemed to beneficially own the securities held by the Perceptive
Credit Affiliates. Perceptive Credit Affiliates
and Mr. Edelman disclaim beneficial ownership of such shares except to the extent of its or his pecuniary interest therein. The Beneficial
Ownership Limitation of Holdings IV and PCOF is 19.9%. The
address for the Perceptive Credit Affiliates is c/o Perceptive Advisors LLC, 51
Astor Place, 10th Floor, New York, NY 10003.

(18) Consists of (i) 15,000,000 shares of common stock issuable upon the conversion of 60,000 shares of
Series A Preferred Stock held by PFM
Healthcare Master Fund, LP (“PFM Master”) and (ii) 10,000,000 shares of common stock issuable upon the conversion of 40,000 shares of Series
A Preferred Stock held by PFM Healthcare Growth Equity
Fund I, LP (“PFM Growth”). The Beneficial Ownership Limitation of PFM Master and
PFM Growth is 9.9%. The address for PFM Master and PFM Growth is c/o PFM Health Sciences, LP, 475 Sansome St., Ste. 1720, San Francisco,
CA 94111.
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(19) Consists of (i) 10,790,250 shares of common stock issuable upon the conversion of 43,161 shares of
Series A Preferred Stock held by T. Rowe
Price Small-Cap Stock Fund, Inc., (ii) 5,730,750 shares of common stock issuable upon the conversion of 22,923 shares of Series A Preferred
Stock held by T. Rowe
Price Institutional Small-Cap Stock Fund, (iii) 79,250 shares of common stock issuable upon the conversion of 317 shares
of Series A Preferred Stock held by T. Rowe Price Spectrum Conservative Allocation Fund,
(iv) 121,250 shares of common stock issuable upon
the conversion of 485 shares of Series A Preferred Stock held by T. Rowe Price Spectrum Moderate Allocation Fund, (v) 285,000 shares of
common stock issuable upon the conversion of 1,140 shares
of Series A Preferred Stock held by T. Rowe Price Spectrum Moderate Growth
Allocation Fund, (vi) 12,250 shares of common stock issuable upon the conversion of 49 shares of Series A Preferred Stock held by T. Rowe Price
Moderate Allocation Portfolio,
(vii) 484,750 shares of common stock issuable upon the conversion of 1,939 shares of Series A Preferred Stock
held by U.S. Small-Cap Stock Trust, (viii) 399,500 shares of common stock issuable upon the
conversion of 1,598 shares of Series A Preferred
Stock held by TD Mutual Funds — TD U.S. Small-Cap Equity Fund, (ix) 5,051,250 shares of common stock issuable upon the conversion of
20,205 shares of
Series A Preferred Stock held by T. Rowe Price U.S. Small-Cap Core Equity Trust, and (x) 719,500 shares of common stock
issuable upon the conversion of 2,878 shares of Series A Preferred Stock held by Costco
401(k) retirement Plan. The Beneficial Ownership
Limitation of the forgoing entities is 19.99%. The address of the foregoing entities is T. Rowe Price Investment Management, Inc., 100 East Pratt
Street, Baltimore, MD 21202.

(20) Consists of 11,986,250 shares of common stock issuable upon the conversion of 47,945 shares of Series A
Preferred Stock held by Fidelity
Advisor Series VII: Fidelity Advisor Health Care Fund (“Fidelity Advisor”). Fidelity Advisor is managed by direct or indirect subsidiaries of
FMR LLC. Abigail P. Johnson is a Director, the Chairman and the
Chief Executive Officer of FMR LLC. Members of the Johnson family,
including Abigail P. Johnson, are the predominant owners, directly or through trusts, of Series B voting common shares of FMR LLC, representing
49% of the voting power of FMR LLC.
The Johnson family group and all other Series B shareholders have entered into a shareholders’ voting
agreement under which all Series B voting common shares will be voted in accordance with the majority vote of Series B voting common shares.
Accordingly, through their ownership of voting common shares and the execution of the shareholders’ voting agreement, members of the Johnson
family may be deemed, under the Investment Company Act of 1940, to form a controlling group with
respect to FMR LLC. The address of
Fidelity Advisor is 245 Summer Street, Boston, MA 02210.

(21) Consists of 19,993,500 shares of common stock issuable upon the conversion of 79,974 shares of Series A
Preferred Stock held by Fidelity Select
Portfolios: Select Health Care Portfolio (“Fidelity Select”). Fidelity Select is managed by direct or indirect subsidiaries of FMR LLC. Abigail P.
Johnson is a Director, the Chairman and the Chief
Executive Officer of FMR LLC. Members of the Johnson family, including Abigail P. Johnson,
are the predominant owners, directly or through trusts, of Series B voting common shares of FMR LLC, representing 49% of the voting power of
FMR LLC. The
Johnson family group and all other Series B shareholders have entered into a shareholders’ voting agreement under which all
Series B voting common shares will be voted in accordance with the majority vote of Series B voting common shares.
Accordingly, through their
ownership of voting common shares and the execution of the shareholders’ voting agreement, members of the Johnson family may be deemed,
under the Investment Company Act of 1940, to form a controlling group with
respect to FMR LLC. The address of Fidelity Select is 245 Summer
Street, Boston, MA 02210.

(22) Consists of (i) 22,519 shares of common stock, (ii) 250,000 shares of common stock issuable upon the conversion
of 1,000 shares of Series A
Preferred Stock and (iii) RSUs representing the right to receive 9,923 shares of common stock that will vest within 60 days of January 31, 2025.
Mr. Macaluso is the Company’s Vice President of Sales.
The Beneficial Ownership Limitation of Mr. Macaluso is 19.99%.

(23) Consists of (i) 19,154 shares of common stock, (ii) 13,000 shares of common stock issuable upon the conversion
of 52 shares of Series A
Preferred Stock, (iii) 13,531 shares of common stock issuable upon the exercise of options that are vested and exercisable within 60 days of
January 31, 2025 and (iv) RSUs representing the right to receive 9,194
shares of common stock that will vest within 60 days of January 31, 2025.
Mr. Stockwell is the Company’s Vice President of Information Technology. The Beneficial Ownership Limitation of Mr. Stockwell is 19.99%.
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(24) Consists of (i) 26,701 shares of common stock, (ii) 25,000 shares of common stock issuable upon the conversion
of 100 shares of Series A
Preferred Stock, (iii) 12,791 shares of common stock issuable upon the exercise of options that are vested and exercisable within 60 days of
January 31, 2025 and (iv) RSUs representing the right to receive 9,692
shares of common stock that will vest within 60 days of January 31, 2025.
Ms. Sipple is the Company’s Senior Vice President of Customer Experience. The Beneficial Ownership Limitation of Ms. Sipple is 19.99%.

(25) Consists of (i) 21,976 shares of common stock, (ii) 12,500 shares of common stock issuable upon the conversion
of 50 shares of Series A
Preferred Stock, (iii) 9,621 shares of common stock issuable upon the exercise of options that are vested and exercisable within 60 days of
January 31, 2025 and (iv) RSUs representing the right to receive 9,157
shares of common stock that will vest within 60 days of January 31, 2025.
Mr. Geraci is the Company’s Vice President and Controller. The Beneficial Ownership Limitation of Mr. Geraci is 19.99%.

(26) Consists of (i) 23,232 shares of common stock, and (ii) 31,250 shares of common stock issuable upon the
conversion of 125 shares of Series A
Preferred Stock held by the Drexler Family Trust U/A DTD 5/23/1996 (“Drexler Trust”). Ms. Drexler is a director of the Company. The Beneficial
Ownership Limitation of Drexler Trust is 19.99%.

(27) Consists of (i) 178,274 shares of common stock, (ii) 187,500 shares of common stock issuable upon the
conversion of 750 shares of Series A
Preferred Stock, and (iii) RSUs representing the right to receive 13,306 shares of common stock that will vest within 60 days of January 31, 2025.
Ms. Romike is the Company’s Senior Vice
President of Sales. The Beneficial Ownership Limitation of Ms. Romike is 5%.

(28) Consists of (i) 493,587 shares of common stock, (ii) 625,000 shares of common stock issuable upon the
conversion of 2,500 shares of Series A
Preferred Stock held by the Trigg 2002 Revocable Trust UAD 12/30/02 (“Trigg Trust”), (iii) 747,066 shares of common stock issuable upon the
exercise of options that are vested and exercisable within
60 days of January 31, 2025 and (iv) RSUs representing the right to receive 28,379
shares of common stock that will vest within 60 days of January 31, 2025. Ms. Trigg is the Chief Executive Officer and a director of the Company.
The Beneficial Ownership Limitation of the Trigg Trust is 19.99%.

(29) Consists of (i) 17,849 shares of common stock held by Mr. Hackett, (ii) 1,250,000 shares of
common stock issuable upon the conversion of 5,000
shares of Series A Preferred Stock held by Mr. Hackett, (iii) 1,250,000 shares of common stock issuable upon the conversion of 5,000 shares of
Series A Preferred Stock held by the Patrick
T. Hackett 2006 GST Trust (the “Hackett Trust”), (iv) 625,000 shares of common stock issuable upon
the conversion of 2,500 shares of Series A Preferred Stock held by the Hackett Family Fund (the “Hackett Fund”), and
(v) 37,974 shares of
common stock issuable to Mr. Hackett upon the exercise of options that are vested and exercisable within 60 days of January 31, 2025.
Mr. Hackett is a director of the Company. The Beneficial Ownership
Limitation of the Mr. Hackett, the Hackett Fund, and Hackett Trust is
19.99%.

(30) Consists of 1,250,000 shares of common stock issuable upon conversion of the 5,000 shares of Series A Preferred
Stock held by Pura Vida X
Fund, LP (“Pura Vida”). The Beneficial Ownership Limitation of Pura Vida is 4.99%. The address of Pura Vida is c/o Pura Vida Investments,
LLC, Attn: Cara Bradfield, 545 W 25th St, 19th Floor, New York,
NY 10001.

(31) Consists of 3,145,250 shares of common stock issuable upon conversion of 12,581 shares of Series A Preferred
Stock held by Variable Insurance
Products Fund IV: VIP Health Care Portfolio (“Variable”). Variable is managed by direct or indirect subsidiaries of FMR LLC. Abigail P. Johnson
is a Director, the Chairman and the Chief Executive Officer of
FMR LLC. Members of the Johnson family, including Abigail P. Johnson, are the
predominant owners, directly or through trusts, of Series B voting common shares of FMR LLC, representing 49% of the voting power of FMR
LLC. The Johnson family group and
all other Series B shareholders have entered into a shareholders’ voting agreement under which all Series B
voting common shares will be voted in accordance with the majority vote of Series B voting common shares. Accordingly, through their
ownership of voting common shares and the execution of the shareholders’ voting agreement, members of the Johnson family may be deemed,
under the Investment Company Act of 1940, to form a controlling group with respect to FMR LLC. The address
of Variable is 245 Summer Street,
Boston, MA 02210.
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(32) Consists of 20,000,000 shares of common stock issuable upon conversion of the 80,000 shares of Series A
Preferred Stock held by Woodline
Master Fund LP (“Woodline”). The Beneficial Ownership Limitation of Woodline is 9.9%. Woodline Partners LP serves as the investment
manager of Woodline Master Fund LP and may be deemed to be the
beneficial owner of the shares. Woodline Partners LP disclaims any beneficial
ownership of these shares. The address of Woodline is 4 Embarcadero Center, Suite 3450, San Francisco, CA 94111.

 
15



Table of Contents

DESCRIPTION OF CAPITAL STOCK

As of the date of this prospectus, our authorized capital stock consists of 300,000,000 shares of common stock, $0.0001 par value, and 5,000,000 shares
of
preferred stock, $0.001 par value. A description of material terms and provisions of our amended and restated certificate of incorporation and
amended and restated bylaws, as amended affecting the rights of holders of our capital stock is set forth
below. The description is intended as a
summary, and is qualified in its entirety by reference to our amended and restated certificate of incorporation and bylaws.

General

Our amended and restated certificate of
incorporation authorizes 300,000,000 shares of common stock, $0.001 par value per share, and 5,000,000 shares
of undesignated preferred stock, $0.001 par value per share, the rights, preferences and privileges of which may be designated from time to
time by our
board of directors.

As of January 31, 2025, we had outstanding 53,703,697 shares of common stock and 863,340 shares of Series A Non-Voting Convertible Preferred
Stock (“Series A Preferred Stock”).

Common Stock

Dividend Rights

Subject to preferences that may
apply to shares of preferred stock outstanding at the time, the holders of outstanding shares of our common stock are
entitled to receive dividends out of funds legally available if our board of directors, in its discretion, determines to issue
dividends and only then at the
times and in the amounts that our board of directors may determine.

Voting Rights

The holders of our common stock are entitled to one vote per share. Stockholders do not have the ability to cumulate votes for the election of directors.
Our
amended and restated certificate of incorporation and bylaws provide for a classified board of directors consisting of three classes of approximately
equal size, each serving staggered three-year terms. Only one class of directors will be elected at
each annual meeting of our stockholders, with the other
classes continuing for the remainder of their respective three-year terms.

No Preemptive or
Similar Rights

Our common stock is not entitled to preemptive rights and is not subject to redemption or sinking fund provisions.

Right to Receive Liquidation Distributions

Upon
our liquidation, dissolution or winding-up, the assets legally available for distribution to our stockholders would be distributable ratably among the
holders of our common stock and any participating
preferred stock outstanding at that time, subject to prior satisfaction of all outstanding debt and
liabilities and the preferential rights of and the payment of liquidation preferences, if any, on any outstanding shares of preferred stock.

Preferred Stock

Pursuant to our amended and restated
certificate of incorporation, our board of directors is expressly authorized to issue from time to time preferred
stock in one or more series pursuant to a resolution or resolutions providing for such issue duly adopted by the board of directors,
without any further
vote or action by our stockholders. The board of directors is further authorized, subject to limitations prescribed by law, to fix by resolution or
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resolutions and to set forth in a certificate of designation filed pursuant to the DGCL the powers, designations, preferences and relative, participating,
optional or other special rights, if
any, and the qualifications, limitations or restrictions, if any, of any wholly unissued series of preferred stock, and the
number of shares constituting any such series and the designation thereof, or any of the foregoing. Our board of directors is
also authorized to increase
(but not above the total number of authorized shares of the class) or decrease (but not below the number of shares of that series then outstanding) the
number of shares of any series of preferred stock, without any
further vote or action by our stockholders. Our board of directors may authorize the
issuance of preferred stock with voting or conversion rights that could adversely affect the voting power or other rights of the holders of our common
stock. The
issuance of preferred stock, while providing flexibility in connection with possible acquisitions and other corporate purposes, could, among
other things, have the effect of delaying, deferring or preventing a change in our control and might
adversely affect the market price of our common
stock and the voting and other rights of the holders of our common stock.

Series A Non-Voting Convertible Preferred Stock

Dividends

At all times following the date of the first issuance of the Series A Preferred Stock, while shares of Series A Preferred Stock are issued and outstanding,
holders of Series A Preferred Stock shall be entitled to receive, and the Company shall pay, dividends on shares of the Series A Preferred Stock (on an
as-if-converted-to-common-stock basis and without regard to any limitations on conversion
set forth herein or otherwise) equal to and in the same form,
and in the same manner, as dividends (other than dividends on shares of our common stock payable in the form of our common stock) actually paid on
shares of our common stock when, as and
if such dividends (other than dividends payable in the form of our common stock) are paid on shares of our
common stock.

In addition, at all times
following the date that is six months following the date of the first issuance of the Series A Preferred Stock (the “Six Month
Date”) until the Company’s stockholders approve the conversion of the Series A Preferred Stock into
shares of our common stock (the “Stockholder
Approval”), dividends will accrue, on all issued and outstanding shares of Series A Preferred Stock, prior to and in preference to all other shares of
capital stock of the Company, at an annual
rate of eight percent (8%) compounded annually on the Original Per Share Price ($200.00) (plus any such
accreted compounded amounts); provided that such annual dividend rate shall increase by two percent (2%) on each one year anniversary of the Six
Month Date if the Stockholder Approval is not obtained by such time (collectively, the “Accruing Dividends”). Such Accruing Dividends shall be
payable only when, as, and if declared by our board of directors and the Company shall be under
no obligation to pay such Accruing Dividends, other
than as expressly provided in the Certificate of Designation of Preferences, Rights and Limitations of Series A Non-Voting Convertible Preferred Stock
(the
“Certificate of Designation”).

Voting Rights

Except as otherwise provided in the Certificate of Designation or as otherwise provided by law, the Series A Preferred Stock does not have voting rights.
However, as long as any shares of Series A Preferred Stock are outstanding, the Company shall not, without the affirmative vote of the holders of at
least 60% of the then outstanding shares of the Series A Preferred Stock: (i) alter or change
adversely the powers, preferences or rights of the Series A
Preferred Stock in a manner disproportionate to the other capital stock of the Company, (ii) alter or amend the Certificate of Designation, (iii) amend or
repeal our amended and
restated certificate of incorporation or other charter documents in any manner that adversely effects the rights of the holders of
Series A Preferred Stock in a manner disproportionate to the other capital stock of the Company,
(iv) increase or decrease (other than by conversion) the
number of authorized shares of Series A Preferred Stock, or (v) enter into any agreement with respect to any of the foregoing.
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Liquidation

Upon any liquidation, the Series A Preferred Stock shall rank on parity with our common stock as to distributions of assets; provided, however, that
from the
Six Month Date until receipt of the Stockholder Approval, the Series A Preferred Stock shall rank senior to our common stock as to
distributions of assets.

Upon any liquidation prior to the Six Month Date or at any time following Stockholder Approval, the assets of the Company available for distribution to
its
stockholders shall be distributed among the holders of the shares of Series A Preferred Stock and our common stock pari passu, treating for this
purpose all shares of Series A Preferred Stock as if they had been converted to our common stock
pursuant to the terms of the Certificate of Designation
immediately prior to such liquidation, without regard to any limitations on conversion set forth in the Certificate of Designation or otherwise. The
holders of the shares of Series A Preferred
Stock shall also be entitled to receive an additional amount equal to any Accruing Dividends accrued but
unpaid thereon, whether or not declared, together with any other dividends declared on but unpaid to such shares. If, upon any such liquidation,
the
assets of the Company shall be insufficient to pay the holders of shares of the Series A Preferred Stock the amount required, then all remaining assets of
the Company shall be distributed ratably to the holders of Series A Preferred Stock and
the holders of our common stock in accordance with the
respective amounts that would be payable on all such securities if all amounts payable thereon were paid in full.

Upon any liquidation from the Six Month Date until Stockholder Approval is obtained, the assets of the Company available for distribution to its
stockholders
shall be distributed among the holders of the shares of Series A Preferred Stock in amounts equal to the greater of (i) the Original Per Share
Price ($200.00) for each share of Series A Preferred Stock held by such holder plus any Accruing
Dividends accrued but unpaid thereon, whether or not
declared, together with any other dividends declared on but unpaid to such shares, and (ii) the amount such holder of the shares of Series A Preferred
Stock would receive if the shares of
Series A Preferred Stock and any Accruing Dividends accrued but unpaid thereon, whether or not declared, were
converted to our common stock. If, upon any such liquidation, the assets of the Company shall be insufficient to pay the holders of shares
of the Series
A Preferred Stock the amount required, then all remaining assets of the Company shall be distributed ratably to the holders of the shares of Series A
Preferred Stock in accordance with the respective amounts that would be payable on
the Series A Preferred Stock if all amounts payable thereon were
paid in full.

Conversion

Subject to the limitations set forth in the Certificate of Designation, each share of Series A Preferred Stock outstanding as of 5:00 p.m. Eastern time on
the
third Business Day after the date that the Stockholder Approval is obtained shall automatically convert into a number of shares of our common stock
equal to the Original Per Share Price ($200.00) plus any Accruing Dividends accrued but unpaid
thereon, whether or not declared divided by (ii) the
Conversion Price ($0.80), subject to the Beneficial Ownership Limitation.

Thereafter, each
share of Series A Preferred Stock that did not convert automatically shall be convertible at the option of the holder into a number of
shares of our common stock equal to (i) the Original Per Share Price ($200.00) plus any Accruing Dividends
accrued but unpaid thereon, whether or not
declared divided by (ii) the Conversion Price ($0.80), subject to the Beneficial Ownership Limitation.

No
conversion of the Series A Preferred Stock shall be effected, either automatically or at the option of a holder of Series A Preferred Stock, to the
extent that, after giving effect to such attempted conversion, such holder of Series A Preferred
Stock or any other person would beneficially own a
number of shares of our common stock in excess of the Beneficial Ownership Limitation. The “Beneficial Ownership Limitation” is 19.9% or such other
percentage designated by the applicable
holder in the applicable Purchase Agreements. A holder of Series A Preferred Stock may (i) reset the Beneficial
Ownership Limitation to a higher percentage, which increase will not be effective until the sixty-first (61st) day after such
written notice is delivered to
the Company, and (ii) reset the Beneficial Ownership Limitation to a lower percentage provided that such decrease shall not become effective
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until the latest of (x) 8:00 a.m. Eastern time on the fourth business day after the date of the Stockholder Approval, (y) if Stockholder Approval is not
obtained by the Six Month Date, the
date that is three business days after the Six Month Date, and (z) the third (3rd) day after such written notice is
delivered to the Company.

Warrants and Options

As of December 31, 2024, we
had outstanding warrants to purchase an aggregate of 62,794 shares of common stock, with a weighted-average exercise
price of $7.96 per share and outstanding options to purchase an aggregate of 1,384,920 shares of common stock, with a
weighted-average exercise price
of $13.26 per share.

Registration Rights

Pursuant to the terms of our January 2025 registration rights agreement (the “RRA”), we agreed to prepare and file with the SEC a registration
statement
that permits the resale or other disposition of shares by certain stockholders (the “Investors”) of up to 215,835,000 shares of common stock issued upon
conversion of the Series A Preferred Stock issued to such Investors
pursuant to certain securities purchase agreements entered into in January 2025 and,
subject to certain exceptions, use reasonable efforts to keep the registration statement effective under the Securities Act for so long as such securities
registered for resale thereunder retain their character as Registrable Securities (as defined in the RRA).

We have also agreed, among other things, to
indemnify each Investor and each person who controls each Investor, and each of their respective members,
directors, officers, partners, employees, managers, agents, representatives and advisors from certain liabilities and pay all fees and expenses
incident to
our obligations under the RRA.

Anti-Takeover Provisions

The provisions of the DGCL, our amended and restated certificate of incorporation and our bylaws could have the effect of delaying, deferring or
discouraging
another person from acquiring control of our company. These provisions, which are summarized below, are expected to discourage certain
types of coercive takeover practices and inadequate takeover bids and encourage persons seeking to acquire control
of our company to first negotiate
with our board of directors. We believe that the benefits of increased protection of our potential ability to negotiate with an unfriendly or unsolicited
acquirer outweigh the disadvantages of discouraging a
proposal to acquire us because negotiation of these proposals could result in an improvement of
their terms.

Section 203 of the DGCL

We are subject to the provisions of Section 203 of the DGCL regulating corporate takeovers. In general, Section 203 prohibits a publicly
held Delaware
corporation from engaging in a “business combination” with an “interested stockholder” for a three-year period following the date that this stockholder
becomes an interested stockholder, unless the business
combination is approved in a prescribed manner. Under Section 203, a business combination
between a corporation and an interested stockholder is prohibited unless it satisfies one of the following conditions:
 

  •   before the stockholder became interested, our board of directors approved either the business combination or the
transaction, which
resulted in the stockholder becoming an interested stockholder;

 

 

•   upon consummation of the transaction, which resulted in the stockholder becoming an interested stockholder, the
interested stockholder
owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding for purposes of
determining the voting stock outstanding, shares owned by persons who are directors and
also officers, and employee stock plans in some
instances, but not the outstanding voting stock owned by the interested stockholder; or
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•   at or after the time the stockholder became interested, the business combination was approved by our board and
authorized at an annual or

special meeting of the stockholders by the affirmative vote of at least two-thirds of the outstanding voting stock, which is not owned by the
interested stockholder.

Section 203 defines a business combination to include:
 

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

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

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

 

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

 

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

In general, Section 203 defines an interested stockholder as any entity
or person beneficially owning 15% or more of the outstanding voting stock of the
corporation and any entity or person affiliated with or controlling or controlled by the entity or person.

Amended and Restated Certificate of Incorporation and Bylaw Provisions

Our amended and restated certificate of incorporation and our bylaws include a number of provisions that may have the effect of deterring hostile
takeovers, or
delaying or preventing changes in control of our management team or changes in our board of directors or our governance or policy,
including the following:

Board Vacancies

Our amended and restated certificate of
incorporation and bylaws authorize generally only our board of directors to fill vacant directorships resulting
from any cause or created by the expansion of our board of directors. In addition, the number of directors constituting our board of
directors may be set
only by resolution adopted by a majority vote of our entire board of directors. These provisions prevent a stockholder from increasing the size of our
board of directors and gaining control of our board of directors by filling
the resulting vacancies with its own nominees.

Classified Board

Our amended and restated certificate of incorporation and bylaws provide that our board of directors is classified into three classes of directors. The
existence of a classified board of directors could delay a successful tender offeror from obtaining majority control of our board of directors, and the
prospect of that delay might deter a potential offeror.

Directors Removed Only for Cause

Our amended and
restated certificate of incorporation provides that stockholders may remove directors only for cause.

Supermajority Requirements for Amendments of Our
Amended and Restated Certificate of Incorporation and Bylaws

Our amended and restated certificate of incorporation further provides that the
affirmative vote of holders of at least two-thirds of the voting power of
our outstanding common stock is required to amend certain provisions of
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our amended and restated certificate of incorporation, including provisions relating to the classified board, the size of the board of directors, removal of
directors, special meetings, actions
by written consent and designation of our preferred stock. The affirmative vote of holders of at least two-thirds of the
voting power of our outstanding common stock is required to amend or repeal our bylaws,
although our bylaws may be amended by a simple majority
vote of our board of directors.

Stockholder Action; Special Meetings of Stockholders

Our amended and restated certificate of incorporation provides that our stockholders may not take action by written consent, but may only take action at
annual
or special meetings of our stockholders. As a result, holders of our capital stock are not able to amend our bylaws or remove directors without
holding a meeting of our stockholders called in accordance with our bylaws. Our amended and restated
certificate of incorporation and our bylaws
provide that special meetings of our stockholders may be called only by a majority of our board of directors, the chairperson of our board of directors,
our chief executive officer, our president or the
lead independent director, thus prohibiting a stockholder from calling a special meeting. These
provisions might delay the ability of our stockholders to force consideration of a proposal or for stockholders to take any action, including the removal
of directors.

Advance Notice Requirements for Stockholder Proposals and Director Nominations

Our bylaws provide advance notice procedures for stockholders seeking to bring business before our annual meeting of stockholders or to nominate
candidates for
election as directors at our annual meeting of stockholders. To be timely, a stockholder’s notice generally must be delivered to us not later
than the close of business on the 90th day nor earlier than the close of business on the 120th day
prior to the first anniversary of the preceding year’s
annual meeting of stockholders. Our bylaws also specify certain requirements regarding the form and content of a stockholder’s notice. With respect to
nominations of persons for
election to our board of directors, the notice shall provide information about the nominee, including, among other things,
name, age, address, principal occupation, ownership of our capital stock and whether they meet applicable independence
requirements. With respect to
the proposal of other business to be considered by our stockholders at an annual meeting, the notice shall provide a brief description of the business
desired to be brought before the meeting, the text of the proposal
or business, the reasons for conducting such business at the meeting and any material
interest in such business by such stockholder and any beneficial owners and associated persons on whose behalf the notice is made, or the proposing
persons. In
addition, a stockholder’s notice must set forth certain information related to the proposing persons, including, among other things:
 

  •   the name and address of the proposing persons;
 

  •   information as to the ownership by the proposing persons of our capital stock and any derivative interest or
short interest in any of our
securities held by the proposing persons;

 

  •   information as to any material relationships and interest between the proposing persons and us, any of our
affiliates and any of our
principal competitors;

 

  •   a representation that the stockholder is a holder of record of our stock entitled to vote at that meeting and
that the stockholder intends to
appear in person or by proxy at the meeting to propose such nomination or business; and

 

  •   a representation whether the proposing persons intend or are part of a group which intends to deliver a proxy
statement or form of proxy to
holders of at least the percentage of our outstanding capital stock required to elect the nominee or carry the proposal.

These provisions may preclude our stockholders from bringing matters before our annual meeting of stockholders or from making nominations for
directors at our
annual meeting of stockholders. We expect that these provisions might also 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 our company.
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No Cumulative Voting

The DGCL provides that stockholders are not entitled to the right to cumulate votes in the election of directors unless a corporation’s certificate of
incorporation provides otherwise. Our amended and restated certificate of incorporation and bylaws do not provide for cumulative voting.

Issuance of
Undesignated Preferred Stock

Our board has the authority, without further action by the stockholders, to issue up to 5,000,000 shares of undesignated
preferred stock with rights and
preferences, including voting rights, designated from time to time by our board of directors. The existence of authorized but unissued shares of preferred
stock enables our board of directors to render more difficult
or to discourage an attempt to obtain control of us by means of a merger, tender offer, proxy
contest or otherwise.

Exclusive Forum

Our amended and restated certificate of incorporation provides that, unless we consent in writing to the selection of an alternative forum, to the fullest
extent permitted by law, the sole and exclusive forum for (1) any derivative action or proceeding brought on our behalf under Delaware law, (2) any
action asserting a claim of breach of a fiduciary duty owed by any of our directors,
officers or other employees to us or our stockholders, (3) any action
arising pursuant to any provision of the DGCL or our amended and restated certificate of incorporation or bylaws, (4) any other action asserting a claim
that is governed
by the internal affairs doctrine or (5) any other action asserting an “internal corporate claim,” as defined in Section 115 of the DGCL,
shall be the Court of Chancery of the State of Delaware (or, if the Court of Chancery does
not have jurisdiction, the federal district court for the District
of Delaware) in all cases subject to the court having jurisdiction over indispensable parties named as defendants. These exclusive-forum provisions do
not apply to claims under the
Securities Act or the Exchange Act. Any person or entity purchasing or otherwise acquiring any interest in our securities
shall be deemed to have notice of and consented to this provision. Although we believe these provisions benefit us by providing
increased consistency in
the application of Delaware law for the specified types of actions and proceedings, the provisions may have the effect of discouraging lawsuits against
us or our directors and officers.

To the extent that any such claims may be based upon federal law claims, Section 27 of the Exchange Act creates exclusive federal jurisdiction over all
suits brought to enforce any duty or liability created by the Exchange Act or the rules and regulations thereunder.

Section 22 of the Securities Act
creates concurrent jurisdiction for federal and state courts over all suits brought to enforce any duty or liability created
by the Securities Act or the rules and regulations thereunder. However, our amended and restated certificate of
incorporation contains a federal forum
provision which provides that unless the Company consents in writing to the selection of an alternative forum, the federal district courts of the United
States of America will be the exclusive forum for the
resolution of any complaint asserting a cause of action arising under the Securities Act.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Equiniti Trust Company, LLC. The transfer agent’s address is Equiniti Trust Company, LLC, 55
Challenger Road, 2nd Floor, Ridgefield Park, NJ 07660, and its telephone number is (800) 937-5449 .

Exchange
Listing

Our common stock is listed on the Nasdaq Global Select Market under the symbol “OM.”
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PLAN OF DISTRIBUTION

We are registering the Resale Shares issued to the Selling Stockholders to permit the sale, transfer or other disposition of these shares by the Selling
Stockholders or their donees, pledgees, transferees or other successors-in-interest from time to time after the date of this prospectus. We will not receive
any of the
proceeds from the sale by the Selling Stockholders of the Resale Shares. We will, or will procure to, bear all fees and expenses incident to our
obligation to register the Resale Shares.

The Selling Stockholders may sell all or a portion of the Resale Shares beneficially owned by them and offered hereby from time to time directly or
through
one or more underwriters, broker-dealers or agents. If the Resale Shares are sold through underwriters or broker-dealers, the Selling
Stockholders will be responsible for underwriting discounts (it being understood that the Selling Stockholders
shall not be deemed to be underwriters
solely as a result of their participation in this offering) or commissions or agent’s commissions. The Resale Shares may be sold on any national securities
exchange or quotation service on which the
securities may be listed or quoted at the time of sale, in the over-the-counter market or in transactions
otherwise than on these exchanges or systems or in the over-the-counter market and in one or more transactions at fixed prices, through distributions in
kind for no consideration, at prevailing market prices at the time of the
sale, at varying prices determined at the time of sale, or at negotiated prices.
These sales may be effected in transactions, which may involve crosses or block transactions. The Selling Stockholders may use any one or more of the
following methods
when selling Resale Shares:
 

  •   ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;
 

  •   block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a
portion of the block as
principal to facilitate the transaction;

 

  •   to or through underwriters or purchases by a broker-dealer as principal and resale by the broker-dealer for its
account;
 

  •   an exchange distribution in accordance with the rules of the applicable exchange;
 

  •   privately negotiated transactions;
 

  •   settlement of short sales entered into after the effective date of the registration statement of which this
prospectus is a part;
 

  •   broker-dealers may agree with the Selling Stockholders to sell a specified number of such shares at a stipulated
price per share;
 

  •   through the writing or settlement of options or other hedging transactions, whether such options are listed on an
options exchange or
otherwise;

 

  •   a combination of any such methods of sale; and
 

  •   any other method permitted pursuant to applicable law.

The Selling Stockholders also may resell all or a portion of the Resale Shares in open market transactions in reliance upon Rule 144 under the Securities
Act,
as permitted by that rule, or Section 4(a)(1) under the Securities Act, if available, rather than under this prospectus, provided that they meet the
criteria and conform to the requirements of those provisions.

Broker-dealers engaged by the Selling Stockholders may arrange for other broker-dealers to participate in sales. If the Selling Stockholders effect such
transactions by selling Resale Shares to or through underwriters, broker-dealers or agents, such underwriters, broker-dealers or agents may receive
commissions in the form of discounts, concessions or commissions from the Selling Stockholders or
commissions from purchasers of the Resale Shares
for whom they may act as agent or to whom they may sell as principal. Such commissions will be in amounts to be negotiated, but, except as set forth in
a supplement to this prospectus, in the case of
an agency transaction will not be in excess of a customary brokerage commission in compliance with
FINRA Rule 2121; and in the case of a principal transaction a markup or markdown in compliance with FINRA
IM-2121.01.
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In connection with sales of the Resale Shares or otherwise, the Selling Stockholders may enter into hedging
transactions with broker-dealers or other
financial institutions, which may in turn engage in short sales of the Resale Shares in the course of hedging in positions they assume. The Selling
Stockholders may also sell Resale Shares short and if such
short sale shall take place after the date that this registration statement is declared effective by
the SEC, the Selling Stockholders may deliver Resale Shares covered by this prospectus to close out short positions and to return borrowed Resale
Shares in connection with such short sales. The Selling Stockholders may also loan or pledge Resale Shares to broker-dealers that in turn may sell such
shares, to the extent permitted by applicable law. The Selling Stockholders may also enter into
option or other transactions with broker-dealers or other
financial institutions or the creation of one or more derivative securities which require the delivery to such broker-dealer or other financial institution of
shares offered by this
prospectus, which shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented
or amended to reflect such transaction). Notwithstanding the foregoing, the Selling Stockholders have been advised
that they may not use Resale Shares
to cover short sales of our Common Stock made prior to the date the registration statement, of which this prospectus forms a part, has been declared
effective by the SEC.

The Selling Stockholders may, from time to time, pledge or grant a security interest in some or all of the Resale Shares owned by them and, if they
default in
the performance of their secured obligations, the pledgees or secured parties may offer and sell the Resale Shares from time to time pursuant
to this prospectus or any amendment to this prospectus under Rule 424(b)(3) or other applicable provision
of the Securities Act, amending, if necessary,
the list of Selling Stockholders to include the pledgee, transferee or other successors in interest as Selling Stockholders under this prospectus. The
Selling Stockholders also may transfer and donate
the Resale Shares in other circumstances in which case the transferees, donees, pledgees or other
successors in interest will be the selling beneficial owners for purposes of this prospectus.

The Selling Stockholders and any broker-dealer or agents participating in the distribution of the Resale Shares may be deemed to be “underwriters”
within the meaning of Section 2(11) of the Securities Act in connection with such sales. In such event, any commissions paid, or any discounts or
concessions allowed to, any such broker-dealer or agent and any profit on the resale of the shares
purchased by them may be deemed to be underwriting
commissions or discounts under the Securities Act. Selling Stockholders who are “underwriters” within the meaning of Section 2(a)(11) of the Securities
Act will be subject to the
applicable prospectus delivery requirements of the Securities Act including Rule 172 thereunder and may be subject to certain
statutory liabilities of, including but not limited to, Sections 11, 12 and 17 of the Securities Act and Rule 10b-5 under the Exchange Act.

Each Selling Stockholder has informed the Company that it is not a registered
broker-dealer and does not have any written or oral agreement or
understanding, directly or indirectly, with any person to distribute the Resale Shares. Upon the Company being notified in writing by a Selling
Stockholder that any material
arrangement has been entered into with a broker-dealer for the sale of common stock through a block trade, special
offering, exchange distribution or secondary distribution or a purchase by a broker or dealer, a supplement to this prospectus will be
filed, if required,
pursuant to Rule 424(b) under the Securities Act, disclosing (i) the name of each such Selling Stockholder and of the participating broker-dealer(s), (ii)
the number of Resale Shares involved, (iii) the price at which
such the Resale Shares were sold, (iv) the commissions paid or discounts or concessions
allowed to such broker-dealer(s), where applicable, (v) that such broker-dealer(s) did not conduct any investigation to verify the information set out
or
incorporated by reference in this prospectus, and (vi) other facts material to the transaction. In no event shall any broker-dealer receive fees,
commissions and markups, which, in the aggregate, would exceed eight percent (8.0%).

Under the securities laws of some U.S. states, the Resale Shares may be sold in such states only through registered or licensed brokers or dealers. In
addition, in some U.S. states the Resale Shares may not be sold unless such shares have been registered or qualified for sale in such state or an
exemption from registration or qualification is available and is complied with.

There can be no assurance that any Selling Stockholder will sell any or all of the Resale Shares registered pursuant to the shelf registration statement, of
which this prospectus forms a part.
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Each Selling Stockholder and any other person participating in such distribution will be subject to
applicable provisions of the Exchange Act and the
rules and regulations thereunder, including, without limitation, to the extent applicable, Regulation M of the Exchange Act, which may limit the timing
of purchases and sales of any of the Resale
Shares by the Selling Stockholder and any other participating person. To the extent applicable, Regulation M
may also restrict the ability of any person engaged in the distribution of the Resale Shares to engage in market-making activities with
respect to the
Resale Shares. All of the foregoing may affect the marketability of the Resale Shares and the ability of any person or entity to engage in market-making
activities with respect to the Resale Shares.

We will pay all expenses of the registration of the Resale Shares pursuant to the Registration Rights Agreement, including, without limitation, SEC
filing
fees and expenses of compliance with state securities or “blue sky” laws; provided, however, that each Selling Stockholder will pay all
underwriting discounts and selling commissions, if any and any related legal expenses incurred by it.
We will indemnify the Selling Stockholders against
certain liabilities, including some liabilities under the Securities Act, in accordance with the Registration Rights Agreement, or the Selling Stockholders
will be entitled to contribution. We may
be indemnified by the Selling Stockholders against certain civil liabilities set forth in the Registration Rights
Agreement, including liabilities under the Securities Act, that may arise from any written information furnished to us by the Selling
Stockholders
specifically for use in this prospectus, in accordance with the related registration rights agreements, or we may be entitled to contribution.
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LEGAL MATTERS

Certain legal matters, including the legality of the securities offered, will be passed upon for us by Sidley Austin LLP, San Francisco, California.
Additional legal matters may be passed upon for us or any underwriters, dealers or agents, by counsel that we will name in the applicable prospectus
supplement.
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EXPERTS

The financial statements of Outset Medical, Inc. as of December 31, 2024 and 2023, and for each of the years in the three-year period ended
December 31, 2024, have been included in the registration statement in reliance upon the report of KPMG LLP, independent registered public
accounting firm, upon the authority of said firm as experts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other documents with the SEC under the Exchange Act. The SEC maintains a
website that
contains reports, proxy and information statements and other information regarding issuers, including us, that file electronically with the
SEC. You may obtain documents that we file with the SEC at http://www.sec.gov. We also make these documents
available on our website at
www.outsetmedical.com. Our website and the information contained or accessible through our website is not incorporated by reference in this prospectus
or any prospectus supplement, and you should not consider it
part of this prospectus or any prospectus supplement.
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INFORMATION INCORPORATED BY REFERENCE

SEC rules permit us to incorporate information by reference in this prospectus and any applicable prospectus supplement. This means that we can
disclose
important information to you by referring you to another document filed separately with the SEC. The information incorporated by reference is
considered to be part of this prospectus and any applicable prospectus supplement, except for information
superseded by information contained in this
prospectus or any applicable prospectus supplement itself or in any subsequently filed incorporated document. This prospectus and any applicable
prospectus supplement incorporate by reference the documents
set forth below that we have previously filed with the SEC (Commission File
No. 001-39513), other than information in such documents that is deemed to be furnished and not filed. These documents contain
important information
about us and our business and financial condition.
 

  •   Annual Report on Form
10-K for the year ended December 31, 2023, filed with the SEC on February 21, 2024;
 

  •   The information contained in our definitive proxy statement on Schedule
14A for our 2024 annual meeting of stockholders filed with the
SEC on April 11, 2024, to the extent incorporated by reference in Part III of the Form 10-K;

 

  •   Quarterly Report on Form
10-Q for the period ended March 31, 2024, filed with the SEC on May 9, 2024;
 

  •   Quarterly Report on Form
10-Q for the period ended June 30, 2024, filed with the SEC on August 8, 2024;
 

  •   Quarterly Report on Form
10-Q for the period ended September 30, 2024, filed with the SEC on November 7, 2024;
 

 
•   Current Reports on Form 8-K, filed with the SEC on January 2,
2024, February 
21, 2024 (Item 5.02 only), March 
13, 2024 (Item 5.02

only), May 
6, 2024, May 
8, 2024 (Items 5.02 and 8.01 only), May 
30, 2024, August 
16, 2024, September 
27, 2024, January 
6, 2025
(Items 1.01, 3.02 and 9.01 only), January 
8, 2025, January 
24, 2025 and February 26, 2025; and

 

  •   The description of our common stock contained in our Registration Statement on Form
8-A, filed with the SEC on September 11, 2020,
and any other amendment or report filed for the purpose of updating such description.

All documents that we file (but not those that we furnish) pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act, after the date of the
initial
registration statement of which this prospectus is a part and prior to the effectiveness of the registration statement shall be deemed to be incorporated by
reference into this prospectus and will automatically update and supersede the
information in this prospectus, and any previously filed documents. All
documents that we file (but not those that we furnish) pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act on or after the date of this
prospectus and prior
to the termination of the offering of any of the securities covered under this prospectus shall be deemed to be incorporated by
reference into this prospectus and will automatically update and supersede the information in this prospectus, the
applicable prospectus supplement and
any previously filed documents.

Any statement contained herein or in a document incorporated or deemed to be
incorporated by reference in this prospectus or any applicable prospectus
supplement shall be deemed to be modified or superseded for purposes of this prospectus and such applicable prospectus supplement to the extent that a
statement contained in
this prospectus or such applicable prospectus supplement, or in any other subsequently filed document which also is or is deemed
to be incorporated by reference in this prospectus and such applicable prospectus supplement, modifies or supersedes
such earlier statement. Any
statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus or such applicable
prospectus supplement.
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You can obtain any of the filings incorporated by reference into this prospectus or any applicable
prospectus supplement through us or from the SEC
through the SEC’s website at http://www.sec.gov. Upon request, we will provide, without charge, a copy of any or all of the reports and documents
referred to above which have been
incorporated by reference into this prospectus or any applicable prospectus supplement. Prospective investors may
obtain documents incorporated by reference in this prospectus or any applicable prospectus supplement by requesting them in writing or
by telephone
from us at our executive offices at:

Outset Medical, Inc.
3052 Orchard Dr.

San Jose,
California 95134

Our reports and documents incorporated by reference herein may also be found in the “Investors” section of our website at
www.outsetmedical.com.
The content of our website and any information that is linked to or accessible from our website (other than our filings with the SEC that are incorporated
by reference, as set forth under “Incorporation of Certain
Documents by Reference”) is not incorporated by reference into this prospectus or any
applicable prospectus supplement and you should not consider it a part of this prospectus, any applicable prospectus supplement, or the registration
statement.
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Report of Independent Registered Public Accounting Firm

To the Stockholders and Board of Directors
Outset
Medical, Inc.:

Opinion on the Financial Statements

We have audited the accompanying balance sheets of Outset Medical, Inc. (the Company) as of December 31, 2024 and 2023, the related statements of
operations, comprehensive loss, stockholders’ equity, and cash flows for each of the years in the three-year period ended December 31, 2024, and the
related notes (collectively, the financial statements). In our opinion, the financial
statements present fairly, in all material respects, the financial position
of the Company as of December 31, 2024 and 2023, and the results of its operations and its cash flows for each of the years in the three-year period
ended
December 31, 2024, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the
standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included
performing
procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We
believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial statements that were communicated or
required
to be communicated to the audit committee and that: (1) relate to accounts or disclosures that are material to the financial statements and
(2) involved our especially challenging, subjective, or complex judgments. The communication of
critical audit matters does not alter in any way our
opinion on the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on
the critical audit matters or on the
accounts or disclosures to which they relate.

Sufficiency of audit evidence over Tablo console revenue and service agreement revenue

As discussed in Note 2 to the financial statements, the Company derives revenue primarily from the sales of its products and services.
Product
revenue consists primarily of sales of Tablo consoles and related consumables, including Tablo cartridges and accessories. Service and other
revenue consists primarily of revenue generated from service agreements and other revenue from
shipping and handling charged to customers.
The Company’s contracts with customers often include multiple performance obligations, such as products and services. The Company determines
the amount and timing of revenue recorded for each
performance obligation.
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We identified the
evaluation of the sufficiency of audit evidence over Tablo console revenue and service agreement revenue as a critical audit
matter. During the year, two separate processes, including a manual process and a newly implemented automated process, were
used in the
recognition and recording of revenue. Challenging auditor judgment was required to evaluate the sufficiency of audit evidence due to the use of
multiple processes throughout the year, as well as the nature of each process used in the
Company’s determination of Tablo console revenue and
service agreement revenue, including the timing of the revenue recognized.

The
following are the primary procedures we performed to address this critical audit matter. We applied auditor judgment to determine the nature
and extent of procedures to be performed over the Company’s determination of Tablo console revenue and
service agreement revenue, including
the timing of the revenue recognized. We evaluated the design and tested the operating effectiveness of certain controls related to the Company’s
process to determine Tablo console revenue and service
agreement revenue. This included controls over the Company’s determination and timing
of revenue recognized using the manual and automated processes. We also involved IT professionals with specialized skills and knowledge who
assisted in
testing certain IT application and general IT controls used in the Company’s determination of Tablo console revenue and service
agreement revenue. For samples of Tablo console revenue transactions and service agreement revenue transactions
recorded under both the
Company’s manual and automated processes, we evaluated the amount and timing of revenue recognized by comparing it to the underlying
contract, and/or other supporting documentation, and recalculating the Company’s
determination of revenue recognized. In addition, we evaluated
the overall sufficiency of audit evidence obtained over Tablo console revenue and service agreement revenue by assessing the results of
procedures performed, including the
appropriateness of the nature and extent of audit effort.

/s/ KPMG LLP

We have served as the Company’s auditor since 2011.

San
Francisco, California
February 26, 2025
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Outset Medical, Inc.
Balance Sheets

(in
thousands, except per share amounts)
 
     December 31,  
     2024     2023  
Assets     
Current assets:     

Cash and cash equivalents    $ 124,014    $ 68,509 
Short-term investments      34,671      134,815 
Accounts receivable, net      35,619      32,980 
Inventories      59,387      49,215 
Prepaid expenses and other current assets      4,530      5,700 

      
 

     
 

Total current assets      258,221      291,219 
Restricted cash      3,329      3,329 
Property and equipment, net      8,133      13,273 
Operating lease
right-of-use assets      3,940      5,375 
Other assets      2,172      605 

      
 

     
 

Total assets    $ 275,795    $ 313,801 
      

 

     

 

Liabilities and stockholders’ equity     
Current liabilities:     

Accounts payable    $ 3,862    $ 5,827 
Accrued compensation and related benefits      16,821      19,005 
Accrued expenses and other current liabilities      8,205      13,459 
Accrued warranty liability      1,938      3,712 
Deferred revenue, current      12,753      11,727 
Operating lease liabilities, current      1,799      1,593 

      
 

     
 

Total current liabilities      45,378      55,323 
Accrued interest      2,695      896 
Deferred revenue      844      101 
Operating lease liabilities      2,684      4,482 
Term loans      197,375      130,113 

      
 

     
 

Total liabilities      248,976      190,915 
      

 
     

 

Commitments and contingencies (Note 6)     
Stockholders’ equity:     

Preferred stock, $0.001 par value; 5,000 shares authorized, and no shares issued and outstanding
as of
December 31, 2024 and 2023      —        —   

Common stock, $0.001 par value; 300,000 shares authorized as of December 31, 2024 and 2023;
52,944 and
50,317 shares issued and outstanding as of December 31, 2024 and 2023, respectively      53      50 

Additional paid-in capital      1,116,447      1,084,515 
Accumulated other comprehensive income      42      68 
Accumulated deficit      (1,089,723)     (961,747) 

      
 

     
 

Total stockholders’ equity      26,819      122,886 
      

 
     

 

Total liabilities and stockholders’ equity    $ 275,795    $ 313,801 
      

 

     

 

The accompanying notes are an integral part of these financial statements
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Outset Medical, Inc.
Statements of Operations

(in thousands, except per share amounts)
 
     Years Ended December 31,  
     2024     2023     2022  
Revenue:       

Product revenue    $ 80,977    $ 103,537    $ 93,388 
Service and other revenue      32,712      26,839      21,987 

      
 

     
 

     
 

Total revenue      113,689      130,376      115,375 
Cost of revenue:       

Cost of product revenue      46,449      74,454      82,510 
Cost of service and other revenue      28,676      26,922      15,032 

      
 

     
 

     
 

Total cost of revenue      75,125      101,376      97,542 
      

 
     

 
     

 

Gross profit      38,564      29,000      17,833 
Operating expenses:       

Research and development      38,397      57,307      48,855 
Sales and marketing      70,044      96,232      89,482 
General and administrative      43,498      45,231      40,515 

      
 

     
 

     
 

Total operating expenses      151,939      198,770      178,852 
      

 
     

 
     

 

Loss from operations      (113,375)     (169,770)     (161,019) 
Interest income and other income, net      9,761      10,171      3,291 
Interest expense      (23,871)     (12,675)     (3,566) 
Loss on extinguishment of term loan      —        —        (1,367) 

      
 

     
 

     
 

Loss before provision for income taxes      (127,485)     (172,274)     (162,661) 
Provision for income taxes      491      523      295 

      
 

     
 

     
 

Net loss    $ (127,976)   $ (172,797)   $ (162,956) 
      

 

     

 

     

 

Net loss per share, basic and diluted    $ (2.46)   $ (3.48)   $ (3.38) 
      

 

     

 

     

 

Shares used in computing net loss per share, basic and diluted      51,951      49,588    $ 48,161 
      

 

     

 

     

 

 
The accompanying notes are an
integral part of these financial statements
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Outset Medical, Inc.
Statements of Comprehensive Loss

(in thousands)
 
     Years Ended December 31,  
     2024     2023     2022  
Net loss    $ (127,976)   $ (172,797)   $ (162,956) 
Other comprehensive (loss) income:       

Unrealized (loss) gain on
available-for-sale securities      (26)     632      (380) 
      

 
     

 
     

 

Comprehensive loss    $ (128,002)   $ (172,165)   $ (163,336) 
      

 

     

 

     

 

 
 
 

The accompanying notes are an integral part of these financial statements
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Outset Medical, Inc.
Statements of Stockholders’ Equity

(in thousands)
 
    Common Stock  

 

Additional

Paid-in


Capital    

Accumulated

Other


Comprehensive

Income (Loss)    

Accumulated

Deficit    

Total

Stockholders’


Equity      Shares      Amount 
Balance as of December 31, 2021    47,241    $ 47   $1,000,212   $ (184)   $ (625,994)   $ 374,081 

Issuance of common stock through employee stock
purchase plan     193      —       4,202     —        —        4,202 

Issuance of common stock for settlement of RSUs     241      —       —       —        —        —   
Stock option exercises     790      1     3,839     —        —        3,840 
Stock-based compensation expense     —        —       27,203     —        —        27,203 
Unrealized loss on
available-for-sale securities     —        —       —       (380)     —        (380) 
Net loss     —        —       —       —        (162,956)     (162,956) 

     
 

      
 

     
 

     
 

     
 

     
 

Balance as of December 31, 2022    48,465    $ 48   $1,035,456   $ (564)   $ (788,950)   $ 245,990 
Issuance of common stock through employee stock

purchase plan     559      1     7,509     —        —        7,510 
Issuance of common stock for settlement of RSUs     708      —       —       —        —        —   
Stock option exercises     585      1     2,916     —        —        2,917 
Stock-based compensation expense     —        —       38,634     —        —        38,634 
Unrealized gain on
available-for-sale securities     —        —       —       632      —        632 
Net loss     —        —       —       —        (172,797)     (172,797) 

     
 

      
 

     
 

     
 

     
 

     
 

Balance as of December 31, 2023    50,317    $ 50   $1,084,515   $ 68    $ (961,747)   $ 122,886 
Issuance of common stock through employee stock

purchase plan     1,040      1     2,200     —        —        2,201 
Issuance of common stock for settlement of RSUs     1,515      2     293     —        —        295 
Stock option exercises     72      —       83     —        —        83 
Stock-based compensation expense     —        —       29,356     —        —        29,356 
Unrealized loss on
available-for-sale securities     —        —       —       (26)     —        (26) 
Net loss     —        —       —       —        (127,976)     (127,976) 

     
 

      
 

     
 

     
 

     
 

     
 

Balance as of December 31, 2024    52,944    $ 53   $1,116,447   $ 42    $(1,089,723)   $ 26,819 
     

 

      

 

     

 

     

 

     

 

     

 

 
The accompanying notes are an integral
part of these financial statements
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Outset Medical, Inc.
Statements of Cash Flows

(in thousands)
 
     Years Ended December 31,  
     2024     2023     2022  
Cash flows from operating activities:       
Net loss    $(127,976)   $(172,797)   $ (162,956) 
Adjustments to reconcile net loss to net cash used in operating activities:       

Stock-based compensation expense      29,356      38,634      27,203 
Depreciation and amortization      5,728      5,810      5,169 
Non-cash lease expense      1,435      1,271      1,114 
Non-cash interest expense      2,574      1,828      381 
Accretion (amortization) of discount (premium) on investments, net      (4,720)     (6,369)     449 
Provision for inventories      561      733      2,610 
Loss on disposal of property and equipment      53      106      39 
Allowance for credit losses      2,374      184      37 
Loss on extinguishment of term loan      —        —        1,367 
Changes in operating assets and liabilities:       

Accounts receivable      (5,012)     (5,094)     (2,506) 
Inventories      (10,857)     1,647      (14,730) 
Prepaid expenses and other assets      784      739      (1,215) 
Accounts payable      (1,948)     5,312      (1,281) 
Accrued compensation and related benefits      (1,889)     (2,515)     (3,428) 
Accrued expenses and other current liabilities      (5,168)     (2,621)     1,811 
Accrued warranty liability      (1,774)     91      (83) 
Deferred revenue      1,769      3,015      2,161 
Operating lease liabilities      (1,593)     (1,347)     (1,150) 
Accrued interest      —        —        (721) 

      
 

     
 

     
 

Net cash used in operating activities      (116,303)     (131,373)     (145,729) 
      

 
     

 
     

 

Cash flows from investing activities:       
Purchases of property and equipment      (912)     (3,440)     (8,325) 
Purchases of investment securities      (156,584)     (172,284)     (261,154) 
Sales and maturities of investment securities      261,434      258,750      203,184 

      
 

     
 

     
 

Net cash provided by (used in) investing activities      103,938      83,026      (66,295) 
      

 
     

 
     

 

Cash flows from financing activities:       
Proceeds from stock option exercises and ESPP purchases      2,284      10,427      8,042 
Proceeds from issuance of term loans, net of issuance costs      66,524      33,225      96,059 
Repayment of term loan and extinguishment costs      —        —        (31,203) 
Payment of deferred financing costs      (938)     —        —   

      
 

     
 

     
 

Net cash provided by financing activities      67,870      43,652      72,898 
      

 
     

 
     

 

Net increase (decrease) in cash, cash equivalents and restricted cash      55,505      (4,695)     (139,126) 
Cash, cash equivalents and restricted cash as of beginning of period      71,838      76,533      215,659 

      
 

     
 

     
 

Cash, cash equivalents and restricted cash as of end of period    $ 127,343    $ 71,838    $ 76,533 
      

 

     

 

     

 

Summary of cash, cash equivalents and restricted cash reported within the balance
sheets:  
Cash and cash equivalents    $ 124,014    $ 68,509    $ 73,222 
Restricted cash      3,329      3,329      3,311 

      
 

     
 

     
 

Total cash, cash equivalents and restricted cash    $ 127,343    $ 71,838    $ 76,533 
      

 

     

 

     

 

Supplemental cash flow disclosures:       
Cash paid for income taxes    $ 593    $ 491    $ 385 

      

 

     

 

     

 

Cash paid for interest    $ 20,685    $ 10,847    $ 3,185 
      

 

     

 

     

 

Cash paid for amounts included in the measurement of operating lease liabilities    $ 1,593    $ 1,347    $ 1,150 
      

 

     

 

     

 

The accompanying notes are an integral part of these financial statements
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Outset Medical, Inc.
Statements of Cash Flows

(in thousands)
 
     Years Ended December 31,  
       2024         2023         2022   
Supplemental non-cash investing and financing
activities:         
Capital expenditures included in accounts payable and accrued expenses    $ 31    $ 159    $ 167 

      

 

      

 

      

 

Transfer of inventories to property and equipment    $ 148    $ 119    $ 28 
      

 

      

 

      

 

Right-of-use
assets obtained in exchange for operating lease liabilities    $ —      $ 528    $ —   
      

 

      

 

      

 

Deferred offering costs included in accrued expenses    $ 266    $ —      $ 750 
      

 

      

 

      

 

Transfer of property and equipment to inventories    $ 24    $ —      $ 199 
      

 

      

 

      

 

 
 
 

The accompanying notes are an integral part of these financial statements
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Notes to Financial Statements

1. Description of Business

Outset
Medical, Inc. (the Company) is a medical technology company pioneering a first-of-its-kind technology to reduce the cost and
complexity
of dialysis. Tablo® Hemodialysis System, cleared by the FDA for use from the hospital to the home, represents a significant technological advancement
designed to transform the
dialysis experience for patients and operationally simplify it for providers. Tablo serves as a single enterprise solution
designed to be utilized across the continuum of care, allowing dialysis to be delivered anytime, anywhere, and by virtually
anyone. The integration of
water purification and on-demand dialysate production in a single 35-inch compact console enables Tablo to serve as a dialysis clinic on
wheels. With a
simple-to-use touchscreen interface, two-way wireless data transmission and a proprietary data analytics platform,
Tablo is a new holistic approach to
dialysis care. The Company’s headquarters are located in San Jose, CA.

Liquidity

Since inception, the Company has incurred net losses and negative cash flows from operations. For the years ended December 31, 2024, 2023,
and
2022, the Company incurred net losses of $128.0 million, $172.8 million and $163.0 million, respectively, and cash outflow from operating activities of
$116.3 million, $131.4 million and $145.7 million,
respectively. As of December 31, 2024, the Company had an accumulated deficit of $1.1 billion.

As of December 31, 2024,
the Company had a total cash, cash equivalents, restricted cash, and short-term investments balance of $162.0 million.
In January 2025, the Company entered into securities purchase agreements (Securities Purchase Agreements) with various
investors pursuant to which it
sold 843,908 shares of its Series A Non-Voting Convertible Preferred Stock (Series A Preferred Stock) at a price of $200.00 per share in an offering (the
Private Placement).
Subject to the stockholder approval and beneficial ownership limitations, each share of Series A Preferred Stock will automatically
convert into 250 shares of common stock for an aggregate of 210,977,000 shares of common stock. The gross proceeds
from the Private Placement,
before deducting placement agent fees and other offering expenses, were $168.8 million. An additional $3.9 million, for 19,432 shares of Series A
Preferred Stock, will be invested by certain members of the Board
of Directors and management upon shareholder approval.

In addition, in January 2025, the Company entered into a credit agreement and
guaranty (the Perceptive Credit Agreement) with Perceptive Credit
Holdings IV, LP, as administrative agent (Agent) and the lenders from time to time party thereto, which provided a $100 million 5-year
term loan at
closing and will provide an additional term loan of up to $25 million at our election, which is available for funding until July 14, 2027.

Starting January 2025, the Company is required to comply with certain covenants under the Perceptive Credit Agreement including, among others,
requirements as to financial reporting, restrictions on its ability to incur additional indebtedness and to pay any dividends or other distributions on
capital stock, maintenance of a minimum cash balance, and achievement of certain specified
trailing twelve-month net revenue targets. If the Company
fails to comply with any covenants, payments or other terms of the Perceptive Credit Agreement and such failure constitutes an event of default, such
event of default would give Agent the
right to declare all borrowings outstanding, together with accrued and unpaid interest and fees, to be immediately
due and payable. Further details of obligations under the Perceptive Credit Agreement are described in Note 13.

While the Company has taken actions to reduce operating expenses and working capital to align with anticipated revenue growth including
implementing restructuring plans to streamline its overall organizational structure and renegotiating commitments with suppliers to reduce inventory,
management expects to continue to incur operating losses in the near term while the Company makes
investments to support its anticipated growth.
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Furthermore, on September 23, 2024, the Company received notice from the Listing
Qualifications staff of the Nasdaq Stock Market LLC
(Nasdaq) that it no longer complied with the minimum bid price requirement for continued listing on the Nasdaq Global Select Market. On
December 24, 2024, Nasdaq notified the Company that it
had regained compliance with the minimum bid price requirement, as its stock had maintained
a closing bid price above $1.00 for 15 consecutive trading days. However, on February 24, 2025, the Company received a second notice from Nasdaq of
failure
to comply with the minimum bid price requirement. If the Company is unable to regain compliance with the minimum bid price requirement
within the applicable compliance period or otherwise maintain compliance with other applicable Nasdaq listing
rules, it may not be able to maintain the
listing of its common stock on Nasdaq, which could adversely affect its ability to issue additional securities or obtain additional financing on terms
acceptable to it, or at all.

Management believes that the Company’s existing cash, cash equivalents, short-term investments, cash generated from sales, and proceeds
recently received from the debt financing as well as proceeds received from the sale of Series A Preferred Stock described in Note 13, will be sufficient
to meet its anticipated needs for at least the next 12 months from the issuance date of the
accompanying financial statements.

Basis of Presentation

The financial statements have been prepared in accordance with U.S. GAAP. All share amounts disclosed in the notes to the financial statements
are rounded to the nearest thousand except for per share amounts.

2. Summary of Significant Accounting Policies

Use of Estimates

The preparation
of the financial statements in conformity with U.S. GAAP requires management to make judgments, estimates, and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date
of the financial statements and
the reported amounts of revenue and expenses. These judgments, estimates and assumptions are used for, but not limited to, revenue recognition,
allowance for credit losses, inventory valuation and write-downs,
warranty obligations, the fair value of equity awards, the valuation of investments,
recoverability of the Company’s net deferred tax assets, and certain accrued expenses. The Company evaluates its estimates and assumptions on an
ongoing basis
using historical experience and other factors and adjusts those estimates and assumptions when facts and circumstances dictate. Actual
results may differ from those estimates under different assumptions or conditions and the differences may be
material.

Concentration of Credit Risk and Other Risks and Uncertainties

Financial instruments that potentially subject the Company to a concentration of credit risk consist of cash and cash equivalents, restricted
cash,
short-term investments, and accounts receivable. Substantially all the Company’s cash and cash equivalents, restricted cash, and investments are held at
one financial institution in the United States that management believes is of high
credit quality. Such investments may, at times, exceed federally insured
limits or may not be covered by deposit insurance at all.

For
the year ended December 31, 2024, 2023 and 2022, the Company’s largest customer accounted for 16%, 13%, and 14% of revenues,
respectively.

Accounts receivable are unsecured; however, the Company does assess the collectability of accounts receivable based on a number of factors,
including past transaction history with, and the creditworthiness of, the customer. Accordingly, the Company is exposed to credit risk associated with
accounts receivable. To reduce risk, the Company closely monitors the amounts due from its
customers and assesses the financial strength of its
customers through a variety of methods that include, but are not limited to, engaging directly with customer operations and leadership personnel, visiting
customer locations to observe operating
activities, and assessing customer longevity and reputation in the marketplace. A material default in payment or
a material reduction in
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purchases from these or any other large customers could have a material adverse impact on the Company’s financial condition, results of operations, and
liquidity. One customer accounted for
16% and 14% of accounts receivable as of December 31, 2024 and 2023.

The Company manufactures Tablo consoles, and a majority of
Tablo cartridges, at its manufacturing facility in Tijuana, Mexico which it operates
in collaboration with its outsourced business administration service provider, TACNA. The Company is subject to a number of risks associated with
operating its
Mexico-based manufacturing facility, and many of these risks may heighten to the extent the Company continues to ramp its cartridge
manufacturing capabilities and increase its dependence on the Mexico-based manufacturing operations. The Company may
experience strikes, work
stoppages, work slowdowns, high personnel turnover, grievances, complaints, claims of unfair labor practices, other collective bargaining disputes or
other labor disputes at its facility. The manufacturing operations at the
facility may also suffer disruptions from global or regional public health crises
such as the COVID-19 pandemic, natural disasters, cyber security attacks, vandalism, terrorism or other political hostilities.
Any such occurrences could
negatively impact the Company’s ability to produce Tablo consoles and cartridges. The Company is also subject to a variety of foreign laws and
regulations, including trade (and potential tariff) and labor restrictions
and laws relating to importation, exportation and taxation of goods, and U.S. laws
and regulations relating to foreign operations. In addition, because certain of its Mexico-based manufacturing operations incur costs that are
denominated in MXN, the
Company is exposed to additional risk of currency fluctuations between USD and MXN, which could increase its product and
labor costs, thus reducing its gross profit. To date, foreign currency transaction gains and losses have not been material to
the Company’s financial
statements.

Fair Value of Financial Instruments

The Company determines the fair value of an asset or liability based on the assumptions that market participants would use in pricing the asset
or
liability in an orderly transaction between market participants at the measurement date. The identification of market participant assumptions provides a
basis for determining what inputs are to be used for pricing each asset or liability.

The Company classifies financial instruments using a three-tiered fair value hierarchy, which prioritizes the inputs used in measuring fair
value.
These tiers include Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted prices in
active markets that are either directly or indirectly observable; and
Level 3, defined as unobservable inputs in which little or no market data exists,
therefore requiring an entity to develop its own assumptions.

The Company’s cash and cash equivalents, restricted cash, accounts receivable, accounts payable and accrued liabilities approximate their
fair
value due to their short maturities.

Credit Losses

Accounts receivable. Accounts receivable are recorded at invoice value, net of any allowance for credit losses. The allowance for credit
losses is
based on the Company’s assessment of its best estimate of the amount of receivables that will not be collected over the estimated life of the assets. The
allowance is calculated by considering previous loss history, delinquency of
receivables balances, current and anticipated future economic conditions
that may affect a customer’s ability to pay. To the extent an individual customer’s credit quality deteriorates, the Company measures an allowance based
on the risk
characteristics of the individual customer. Once a receivable is deemed to be uncollectible, such balance is charged against the allowance.
The allowance is calculated at each reporting period with changes recorded to general and administrative
expense in the statements of operations.

The Company writes off accounts receivable when the Company has exhausted collection efforts
without success, and payments subsequently
received on such receivables are credited to the allowance in the period the payment is received.
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Available-for-sale debt securities. The Company
primarily holds U.S. government-sponsored enterprises debt securities, corporate debt securities,
commercial paper, U.S. Treasury securities and money market funds. The Company regularly reviews the securities in an unrealized loss position and
evaluates the current expected credit loss by considering factors such as historical experience, market data, financial condition and near-term prospects
of the investee, the extent of the loss related to the credit of the issuer, and the expected
cash flows from the security. The Company segments its
portfolio based on the underlying risk profiles of the securities and has a zero-loss expectation for U.S. treasury and U.S. government-sponsored
enterprises debt securities. The basis for this assumption is that these securities have consistently high credit ratings by rating agencies, have a long
history with no credit losses, are explicitly guaranteed by a sovereign entity, which can print
its own currency, and are denominated in a currency that is
routinely held by central banks, used in international commerce, and commonly viewed as a reserve currency. Additionally, all of the Company’s
investments in corporate debt securities
are in securities with high-quality credit ratings, which have historically experienced low rates of default.

Cash Equivalents and Short-Term
Investments

The Company considers all highly liquid investments with an original maturity of three months or less from the date of
purchase to be cash
equivalents. Cash equivalents are stated at fair value and consist primarily of amounts invested in money market funds and U.S. government-sponsored
enterprises debt securities.

The Company primarily holds U.S. government-sponsored enterprises debt securities, corporate debt securities, commercial paper, and U.S.
Treasury securities, and has the ability, if necessary, to liquidate any of its investments to meet its liquidity needs in the next 12 months, without
significant penalty. Accordingly, those investments with contractual maturities greater than one
year from the date of purchase are classified as short-
term investments on the accompanying balance sheets. Short-term investments have been classified as
available-for-sale at the time of purchase. The
Company evaluates the appropriate classification of its investments as of each balance sheet date.

The Company’s investment securities are recorded at fair value based on the fair value hierarchy. Money market funds and U.S. Treasury
securities are classified within Level 1 of the fair value hierarchy. Other securities are classified within Level 2 of the fair value hierarchy. Unrealized
gains and losses, deemed temporary in nature, are reported as a separate component
of accumulated other comprehensive income (loss).

A decline in the fair value of any security below cost that is deemed other than
temporary results in a charge to earnings and the corresponding
establishment of a new cost basis for the security. Premiums (discounts) are amortized (accreted) into interest income over the life of the related security
as an adjustment to yield
using the straight-line interest method. Dividend and interest income are recognized when earned. Realized gains and losses
are included in earnings and are derived using the specific identification method for determining the cost of securities
sold.

Inventories

Inventory
is stated at the lower of cost or net realizable value, with approximate costs determined on a first-in, first-out basis. Inventory costs
include direct materials,
direct labor, and normal manufacturing overhead. The carrying value of inventories is reduced for any products that are
considered excessive or obsolete based upon assumptions about future demand and market conditions. Any write-down of its
inventory to net realizable
value establishes a new cost basis and will be maintained even if certain circumstances suggest that the inventory is recoverable in subsequent periods.
Costs associated with the write-down of inventory are recorded to
cost of revenue on the statements of operations.
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Property and Equipment, Net

Property and equipment, net is stated at cost, net of accumulated depreciation. Depreciation is generally computed using the straight-line
method
based on the estimated useful lives of the assets, which is generally two to five years. Leasehold improvements are amortized using the straight-line
method over the shorter of the assets estimated useful lives or the remaining term of the
lease. Maintenance and repairs are charged to expense as
incurred. Significant improvements that substantially enhance the useful life of an asset are capitalized and depreciated. When assets are retired or
disposed of, the cost together with
related accumulated depreciation is removed from the balance sheet and any resulting gain or loss is reflected in the
statements of operations in the period realized.

Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. If circumstances require a long-lived asset or asset group to be tested for possible impairment, the
Company first compares undiscounted cash flows expected to be generated by that asset or asset
group to its carrying value. If the carrying value of the
long-lived asset or asset group is not recoverable on an undiscounted cash flow basis, an impairment is recognized to the extent that the carrying value
exceeds its fair value. Fair value is
determined through various valuation techniques including discounted cash flow models, quoted market values and
third-party independent appraisals, as considered necessary. There were no such impairment losses as of December 31, 2024 and 2023.

Leases

The Company
determines if an arrangement is a lease at inception by assessing whether the arrangement contains an identified asset and whether
it has the right to control the identified asset.
Right-of-use (ROU) assets represent the Company’s right to use an underlying asset for the lease term.
Operating lease liabilities represent the Company’s
obligation to make lease payments arising from the lease. Lease liabilities are recognized at the lease
commencement date based on the present value of future lease payments over the lease term. ROU assets are based on the measurement of the lease
liability and also include any lease payments made prior to or on lease commencement and exclude lease incentives and initial direct costs incurred, as
applicable.

As the implicit rate in the Company’s leases is generally unknown, the Company uses its incremental borrowing rate based on the
information
available at the commencement date in determining the present value of lease payments. The lease terms may include options to extend or terminate the
lease when the Company is reasonably certain it will exercise such options. Lease costs
for the Company’s operating leases are recognized on a straight-
line basis over the reasonably assured lease term. Variable lease payments include lease operating expenses.

The Company has elected to not separate lease and non-lease components for any leases within its
existing classes of assets and, as a result,
accounts for any lease and non-lease components as a single lease component. The Company has also elected to not apply the recognition requirement to
any leases
within its existing classes of assets with a term of 12 months or less and does not include an option to purchase the underlying asset that the
Company is reasonably certain to exercise.

Accrued Warranty Liability

The
Company generally provides a one-year warranty for defective parts and workmanship on its Tablo consoles, commencing upon the transfer
of title and risk of loss to the customer. The Company accrues the
estimated cost of product warranties when it invoices the customer, based on historical
experience and expected results. Should actual product failure rates and material usage costs differ from these estimates, revisions to the estimated
warranty
liability would be required. The Company periodically assesses the adequacy of its recorded product warranty liabilities and adjusts the
balance as required. Warranty expense is recorded as a component of cost of product revenue in the statements of
operations.
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Contract Liabilities — Deferred Revenue

The timing of revenue recognition may differ from the timing of invoicing to customers. The Company records deferred revenue when revenue is
recognized subsequent to invoicing. For service agreements, the Company generally invoices customers annually at the beginning of each annual
coverage period. Deferred revenue that will be recognized during the 12 months following the balance sheet
date is recorded as the current portion of
deferred revenue and the remaining portion is recorded as noncurrent.

Revenue

The Company generates revenue primarily from the sale of its products and services. Product revenue consists primarily of sales of Tablo
consoles
and related consumables, including Tablo cartridges and accessories. Service and other revenue consists primarily of revenue generated from service
agreements and other revenue from shipping and handling charged to customers.

Each customer contract defines our distinct performance obligations and the associated transaction price for each obligation. Tablo consoles
and
consumables are generally sold without the right of return. Revenue is recognized when a performance obligation is satisfied. Revenue from product
sales is recognized at a point in time when management has determined that control has transferred
to the customer, which is generally when legal title
has transferred to the customer. Revenue from service agreements is recognized over time as the service is performed, typically evenly over the service
period. Certain contracts include variable
consideration such as rebates, revenue for such contracts is recognized only to the extent that it is probable that
a significant reversal in the amount of cumulative revenue recognized will not occur when the uncertainty associated with the
variable consideration is
subsequently resolved. Revenue is recognized net of any taxes collected from customers, which are subsequently remitted to governmental authorities.

The Company’s contracts with customers often include multiple performance obligations, such as products and services. The Company
determines
the SSP based upon the facts and circumstances of each performance obligation (product or services), which often requires management’s judgement.
The Company uses an observable price to estimate SSP for items that are sold
separately, including service agreements. In instances where SSP is not
directly observable, such as when the Company does not sell the product or service separately, the Company determines the SSP using information that
may include market
conditions and other observable inputs and allocates the contracted transaction price to each distinct performance obligation based
upon the relative SSP. When SSP is not directly observable for a performance obligation, the Company utilizes the
residual method to allocate revenue.
The Company may offer additional goods or services to customers at the inception of customer contracts at prices not at SSP. If such contracts result in a
material right, the Company allocates part of the
transaction price to that right and recognizes the associated revenue when those future goods and
services are transferred to the customer. SSP is assigned based on the estimated value of the material right. The Company establishes SSP ranges for
its
products and services and reassesses them periodically.

Costs associated with product sales include commissions. The Company applies
the practical expedient to expense the commissions as incurred as
the expected amortization period is one year or less. Commissions are recorded as sales and marketing expenses in the statements of operations.

Operating Lease Arrangements

The Company enters into operating lease arrangements that contain both lease and non-lease elements.
The lease element includes Tablo consoles,
while non-lease elements include consumables, services and training. Revenue related to such arrangements is allocated to lease and
non-lease elements
based on their relative SSP. Revenue for the lease element, net of any taxes collected from customers, is recognized on a straight-line basis as product
revenue over the lease term,
generally one month to one year, in the statements of operations. The costs of the leased Tablo consoles are included in
property and equipment, net on the balance sheets and amortized to cost of product revenue.
 

F-15



Table of Contents

Shipping and Handling Costs

Shipping and handling charged to customers are recorded as revenue. Shipping and handling costs are expensed as incurred and are included in
sales and marketing expenses.

Stock-Based Compensation Expense

Stock-based compensation expense relates to stock options with a service-based vesting condition, stock options with performance and
market-
based vesting conditions, stock purchase rights under the ESPP, Restricted Stock Units (RSUs) and Performance Stock Units (PSUs) with performance
or market-based vesting conditions. Stock-based compensation expense for the Company’s
stock-based awards is based on their grant date fair value.

The fair value of stock options with a service condition and stock purchase
rights under the ESPP on the grant date is estimated using the Black-
Scholes option-pricing model. The fair value of these awards is recognized as compensation expense on a straight-line basis over the requisite service
period in which the awards
are expected to vest and forfeitures are recognized as they occur.

The Black-Scholes model considers several variables and assumptions in
estimating the fair value of service-based stock options and stock
purchase rights under the ESPP. These variables include the per share fair value of the underlying common stock, exercise price, expected term, risk-free
interest rate, expected
annual dividend yield and expected stock price volatility over the expected term. For all service-based stock options granted, the
Company calculates the expected term using the simplified method for “plain vanilla” stock option awards.
The Company had no publicly available
stock price information prior to the IPO and limited available stock price information subsequent to the IPO; therefore, the Company has used the
historical volatility of the stock price of similar publicly
traded peer companies. The risk-free interest rate is based on the yield available on U.S.
Treasury zero-coupon issues similar in duration to the expected term on the equity settled award.

For stock options with performance- and market-based vesting conditions, stock-based compensation expense begins to be recognized over the
remaining service period when it is considered probable that the performance vesting condition will be satisfied. Stock-based compensation expense
related to these options is recognized using the accelerated attribution method as the
performance-based vesting condition and not reversed if the
achievement of the market condition does not occur. The fair value of these stock options is estimated using the Monte Carlo simulation model.

The fair value of RSUs and PSUs with a service- or performance-based vesting condition is based on the market price of the Company’s
common
stock on the date of grant. The determination of the stock-based compensation expense related to PSUs to be recognized in the statements of operations
requires the use of certain estimates and assumptions. At each reported period, the Company
reassesses the probability of the achievement of corporate
performance goals to estimate the number of shares to be released. Any increase or decrease in stock-based compensation expense resulting from an
adjustment in the estimated shares to be
released is treated as a cumulative catch-up in the period of adjustment. If any of the assumptions or estimates
used change significantly, stock-based compensation expense may differ materially from what the
Company has recorded in the current period.

The fair value of PSUs with a market-based vesting condition is estimated using the Monte
Carlo simulation model. Stock-based compensation
expense related to these PSUs is recognized using the accelerated attribution method and not reversed if the achievement of the market conditions does
not occur.

Research and Development

The
Company expenses all research and development costs as incurred. These expenses include the costs of proprietary research and development
efforts, quality engineering, clinical studies and trials, and regulatory
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affairs. Costs primarily consist of compensation and personnel costs, regulatory fees, consulting services, laboratory supplies and materials expenses,
and infrastructure costs including
facilities, depreciation, and information technology.

Advertising Costs

Advertising costs are expensed as incurred. The advertising costs for years ended December 31, 2024, 2023, and 2022 were not significant.

Income Taxes

The Company
accounts for income taxes under the liability method. Under this method, deferred tax assets and liabilities are determined based on
differences between financial reporting and tax reporting bases of assets and liabilities and remeasured using
enacted tax rates and laws that are expected
to be in effect when the differences are expected to reverse. Realization of deferred tax assets is dependent upon future earnings, the timing and amount
of which are uncertain.

The Company utilizes a two-step approach to recognize and measure uncertain tax positions. The first
step is to evaluate the tax position for
recognition by determining if the weight of available evidence indicates that it is more likely than not that the position will be sustained upon tax
authority examination, including resolution of related
appeals or litigation processes, if any. The second step is to measure the tax benefit as the largest
amount that is more than 50% likely of being realized upon ultimate settlement.

The Company includes any penalties and interest expense related to income taxes as a component of other expense, net, as necessary.

Net Loss per Share

Basic net loss
per share is calculated by dividing the net loss by the weighted-average number of shares of common stock outstanding for the
period, without consideration for potential dilutive securities.

Diluted net loss per share is computed by dividing the net loss by the weighted-average number of common shares and common share equivalents
of potentially dilutive securities outstanding for the period. For purposes of the diluted net loss per share calculation, awards under the Company’s
equity compensation plan and warrants are considered to be potentially dilutive securities.
For periods in which the Company reports net losses, basic
net loss per share is the same as diluted net loss per share because the effects of potentially dilutive securities are antidilutive.

Employee Benefit Plan

The Company
has a defined contribution retirement savings plan under Section 401(k) of the Internal Revenue Code. This plan allows eligible
employees to defer a portion of their eligible compensation on a pre- or post-tax basis. The Company is authorized to make matching contributions but
did not make such contributions for the year ended December 31, 2021. Effective January 1, 2022, the Company began to match 100%
of each
employee’s contributions up to a maximum matching contribution equal to 2% of such employee’s eligible compensation, subject to the terms and
limitations of the 401(k) plan and applicable law. The Company’s matching
contributions were $1.5 million, $1.7 million and $1.4 million for the years
ended December 31, 2024, 2023, and 2022, respectively.

Segment

The Company generates
revenue primarily from the sale of its products and services. Product revenue consists primarily of sales of Tablo consoles
and related consumables, including Tablo cartridges and
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accessories. Service and other revenue consists primarily of revenue generated from service agreements and other revenue from shipping and handling
charged to customers. Tablo is a single
enterprise solution that can be utilized in both the acute and home care settings. The Company derives revenue
primarily in the United States and operates a manufacturing facility in Mexico. As the Company manages its business activities on a
consolidated basis,
the Company has one reportable segment. The Company’s chief operating decision maker (CODM), its Chief Executive Officer, reviews financial
information on an aggregate basis for the purposes of allocating resources and
evaluating financial performance.

Recently Adopted Accounting Pronouncement

In November 2023, the FASB issued Accounting Standards Update (ASU) No. 2023-07, Segment
Reporting (Topic 280): Improvements to
Reportable Segment Disclosures (ASU 2023-07), which requires that an entity disclose significant segment expenses impacting profit and loss that are
regularly
provided to the chief operating decision maker. The update is required to be applied retrospectively to prior periods presented, based on the
significant segment expense categories identified and disclosed in the period of adoption. This ASU is
effective for fiscal years beginning after
December 15, 2023, and interim periods within fiscal years beginning after December 15, 2024. The Company adopted ASU 2023-07 as of January 1,
2024.
The adoption did not have a material impact on the Company’s financial statements.

Recently Issued Accounting Pronouncements Not Yet Adopted

In December 2023, the FASB issued ASU No. 2023-09, Improvements to Income Tax
Disclosures (ASU 2023-09), which requires that an entity
disclose specific categories in the effective tax rate reconciliation as well as provide additional information for reconciling items that meet a
quantitative
threshold. Further, the ASU requires certain disclosures of state versus federal income tax expense and taxes paid. This ASU is effective for fiscal years
beginning after December 15, 2024. The Company does not expect the adoption
of ASU 2023-09 to have a material impact on its financial statements.

In March 2024, the SEC
adopted rules intended to enhance and standardize climate-related disclosures in registration statements and annual
reports. The new rules will require disclosure of material climate-related risks, including the material impacts of these risks to
the Company, the
quantification of material impacts to the Company as a result of severe weather events and other natural conditions and Board of Directors’ oversight
and risk management activities. The new rules follow a compliance phase-in timeline based on a company’s filing status. Large accelerated filers and
accelerated filers (other than smaller reporting companies) are required to first incorporate such disclosures for fiscal years
2025 and 2026, respectively,
followed by greenhouse gas-related disclosures, if material, for fiscal years 2026 and 2027, respectively. If we remain a smaller reporting company, we
would first be required to
incorporate such disclosures for fiscal year 2027 and would not be required to report greenhouse gas emissions data. In April
2024, the SEC determined to voluntarily stay the final rules pending certain legal challenges. The Company is currently
evaluating the impact of these
new rules on its financial statements and related disclosures.

In November 2024, the FASB issued ASU No. 2024-03, Income Statement — Reporting Comprehensive Income — Expense Disaggregation
Disclosures (Subtopic 220-40): Disaggregation of Income Statement
Expenses (ASU 2024-03), which requires additional disclosures about the nature of
expenses included in the income statement, such as purchases of inventory, employee compensation and depreciation. ASU 2024-03 will be effective for
fiscal years beginning after December 15, 2026, and interim periods beginning after December 15, 2027. Early adoption is permitted. The Company is
currently evaluating the
impact of adopting the standard on its financial statements and related disclosures.
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3. Revenue from Contracts with Customers

Disaggregation of Revenue

Revenue
by source consisted of the following (in thousands):
 

     Years Ended December 31,  
     2024      2023      2022  
Consoles    $ 29,832    $ 61,331    $ 64,590 
Consumables      51,145      42,206      28,798 

      
 

      
 

      
 

Total product revenue      80,977      103,537      93,388 
Service and other revenue      32,712      26,839      21,987 

      
 

      
 

      
 

Total revenue    $113,689    $ 130,376    $115,375 
      

 

      

 

      

 

For the years ended December 31, 2024, 2023 and 2022, $0.2 million, $0.3 million and
$2.0 million, respectively, of consoles revenue were from
console operating lease arrangements.

Remaining Performance Obligations and Contract
Liabilities

As of December 31, 2024, the aggregate amount of the transaction price allocated to the remaining performance
obligations related to service
agreements that are unsatisfied or partially unsatisfied was $13.6 million, which is recorded as deferred revenue on the Company’s balance sheet. Of that
amount, $12.8 million will be recognized as
revenue during the year ended December 31, 2025 and $0.8 million thereafter.

The contract liabilities consist of deferred
revenue which represents payments received in advance of revenue recognition. During the years ended
December 31, 2024, 2023 and 2022, the Company recognized $11.6 million, $8.7 million and $6.3 million, respectively, of
previously deferred revenue.

4. Fair Value Measurements

The following tables summarize the Company’s financial assets and liabilities measured at fair value on a recurring basis by level within
the fair
value hierarchy (in thousands):
 
            December 31, 2024  

    
Valuation


Hierarchy    
Amortized


Costs     

Gross

Unrealized


Holding

Gains     

Gross

Unrealized


Holding

Losses    

Aggregate

Fair Value  

Assets:              
Cash equivalents:              

Money market funds      Level 1    $110,979    $ —      $ —      $110,979 
Short-term investments:              

Corporate debt      Level 2      34,628      43      (1)     34,671 
         

 
      

 
      

 
     

 

Total cash equivalents and short-term investments       $145,607    $ 43    $ (1)   $145,650 
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            December 31, 2023  

    
Valuation


Hierarchy    
Amortized


Costs     

Gross

Unrealized


Holding

Gains     

Gross

Unrealized


Holding

Losses    

Aggregate

Fair Value  

Assets:              
Cash equivalents:              

Money market funds      Level 1    $ 44,883    $ —      $ —      $ 44,883 
Short-term investments:              

U.S. Treasury securities      Level 1      53,790      58      (32)     53,816 
U.S. government-sponsored enterprises debt securities      Level 2      29,645      24      (38)     29,631 
Corporate debt      Level 2      33,214      56      —        33,270 
Commercial paper      Level 2      18,097      5      (4)     18,098 

         
 

      
 

      
 

     
 

Total cash equivalents and short-term investments       $179,629    $ 143    $ (74)   $179,698 
         

 

      

 

      

 

     

 

The Company’s Level 2 debt securities are valued using third-party pricing sources. The pricing
services utilize industry standard valuation
models, including both income and market-based approaches, for which all significant inputs are observable, either directly or indirectly, to estimate fair
value. These inputs include reported trades of
and broker/dealer quotes on the same or similar securities, issuer credit spreads, benchmark securities,
prepayment/default projections based on historical data and other observable inputs. The Company validates the prices provided by its
third-party
pricing services by understanding the models used, obtaining market values from other pricing sources and confirming those securities traded in active
markets.

The following tables present the breakdown of the
available-for-sale debt securities with unrealized losses as of December 31, 2024 and 2023 (in
thousands):
 
     December 31, 2024  

    
Unrealized losses less


than 12 months    
Unrealized losses 12


months or greater      Total  

    
Fair


Value     
Unrealized


Losses    
Fair


Value    
Unrealized


Losses     
Fair


Value     
Unrealized


Losses  
Corporate debt    $2,994    $ (1)   $—      $ —      $2,994    $ (1) 

      
 

      
 

     
 

      
 

      
 

      
 

Total    $2,994    $ (1)   $—      $ —      $2,994    $ (1) 
      

 

      

 

     

 

      

 

      

 

      

 

 
     December 31, 2023  

    
Unrealized losses less


than 12 months    
Unrealized losses 12


months or greater     Total  

    
Fair


Value     
Unrealized


Losses    
Fair


Value     
Unrealized


Losses    
Fair


Value     
Unrealized


Losses  
U.S. Treasury securities    $ 8,416    $ (16)   $17,925    $ (16)   $26,341    $ (32) 
U.S. government-sponsored enterprises debt securities      18,757      (22)     8,488      (16)     27,245      (38) 
Corporate debt      11,291      (4)     —        —        11,291      (4) 

      
 

      
 

     
 

      
 

     
 

      
 

Total    $38,464    $ (42)   $26,413    $ (32)   $64,877    $ (74) 
      

 

      

 

     

 

      

 

     

 

      

 

The unrealized losses on the Company’s
available-for-sale debt securities were caused by interest rate changes. The contractual terms of those
investments do not permit the issuer to settle the securities at
a price less than the amortized cost basis of the investments. As of December 31, 2024, the
Company does not intend to sell the investments, and it is not more likely than not that the Company will be required to sell the investments before
recovery of their amortized cost basis, which may be at maturity. Additional factors considered in
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determining the treatment of unrealized losses include the financial condition and near-term prospects of the investee, the extent of the loss related to the
credit of the issuer, and the
expected cash flows from the security. For the years ended December 31, 2024 and 2023, the Company did not recognize
credit loss related to available-for-sales debt
securities.

As of December 31, 2024, the remaining contractual maturities for short-term investments were as follows (in thousands):
 

     Aggregate Fair Value 
Due within one year    $ 33,352 
After one but within five years      1,319 

      
 

Total    $ 34,671 
      

 

The estimated fair value of the term loans as of December 31, 2024 and 2023 was $212.1 million and
$141.3 million, respectively. The fair value
of term loans is based on quoted market prices for the same or similar issues or on the current rates offered for loan of similar maturities.

5. Balance Sheet Components

Restricted Cash

As of December 31, 2024 and 2023, the restricted cash balance of $3.3 million was related to collateral for the
Company’s building leases in San
Jose, CA and Tijuana, Mexico (see Note 6).

Accounts Receivable

The following table presents the activity in the Company’s allowance for credit losses (in thousands):
 

Balance as of December 31, 2023    $ 203 
Increase in allowance      2,381 
Write-offs      (7) 

      
 

Balance as of December 31, 2024    $2,577 
      

 

Inventories

Inventories consist of the following (in thousands):
 

     December 31,  
     2024      2023  
Raw materials    $ 25,703    $ 18,706 
Work in process      9,973      8,728 
Finished goods      23,711      21,781 

      
 

      
 

Total inventories    $ 59,387    $ 49,215 
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Property and Equipment, net

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

     December 31,  
     2024      2023  
Tablos under operating leases    $ 238     $ 522 
Computers and software      4,783       5,148 
Furniture and fixtures      1,910       1,983 
Machinery and equipment      11,905       11,602 
Leasehold improvements      9,685       9,621 
Construction in progress      637       769 

      
 

      
 

Total property and equipment    $ 29,158     $ 29,645 
Less: accumulated depreciation and amortization      (21,025)      (16,372) 

      
 

      
 

Property and equipment, net    $ 8,133     $ 13,273 
      

 

      

 

Total depreciation and amortization expense for the years ended December 31, 2024, 2023 and 2022, was
$5.7 million, $5.8 million, and
$5.2 million, respectively.

Accrued Expenses and Other Current Liabilities

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

     December 31,  
     2024      2023  
Inventory    $2,079    $ 3,395 
Research and development expenses      219      1,050 
Professional services      1,084      1,153 
Customer rebates      1,733      2,100 
Other      3,090      5,761 

      
 

      
 

Total accrued expenses and other current liabilities    $8,205    $13,459 
      

 

      

 

Accrued Warranty Liability

The change in accrued warranty liability is presented in the following table (in thousands):
 

     December 31,  
     2024      2023  
Balance as of December 31, 2023    $ 3,712     $ 3,620 
Additions charged to cost of product revenue      1,908       5,172 
Consumption      (3,682)      (5,080) 

      
 

      
 

Balance as of December 31, 2024    $ 1,938     $ 3,712 
      

 

      

 

6. Commitments and Contingencies

Leases

In September 2019, the
Company entered into an operating lease agreement for its facility and office space in San Jose, CA that commenced in
April 2020 and expires in March 2027. This operating lease contains a free
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rent period and an escalation clause. The landlord provided the Company with a tenant improvement allowance of up to $2.0 million. The Company
issued an irrevocable standby letter of credit
in the amount of $0.3 million in lieu of a cash security deposit. The letter of credit is fully secured by cash
held at the bank in a restricted account.

In May 2020, the Company entered into an operating lease agreement for its manufacturing facility in Tijuana, Mexico that commenced in May
2020 and will expire in August 2026. This operating lease contains a free rent period and an escalation clause. The Company issued an irrevocable
standby letter of credit in the amount of $3.0 million, in lieu of a cash security deposit. The
letter of credit is fully secured by cash held at the bank in a
restricted account.

In May 2023, the Company entered into on an operating
lease agreement for office space in Tijuana, Mexico for certain research and development
and general and administrative activities. The lease will expire in 2028.

All three leases include renewal options at the election of the Company to renew or extend the lease. The Company evaluates renewal options at
lease inception and on an ongoing basis and includes renewal options that it is reasonably certain to exercise in its expected lease terms when classifying
leases and measuring lease liabilities.

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

     Years ended December 31,  
     2024      2023      2022  
Operating lease costs    $1,892    $1,837    $1,759 
Variable lease costs      351      435      329 
Short-term lease costs      115      94      170 

      
 

      
 

      
 

Total lease costs    $2,358    $2,366    $2,258 
      

 

      

 

      

 

The weighted-average remaining lease term and discount rate were as follows:
 

     December 31,  
     2024    2023 
Weighted-average remaining lease term (in years)      2.4      3.4 
Weighted-average discount rate      8.8%     8.8% 

The maturity of the Company’s operating lease liabilities as of December 31, 2024 were as follows
(in thousands):
 

Years Ending December 31:       
2025    $2,107 
2026      1,952 
2027      848 
2028      53 

      
 

Total lease payments      4,960 
Less: imputed interest      (477) 

      
 

Present value of operating lease liabilities    $4,483 
      

 

Operating lease liabilities, current    $1,799 
Operating lease liabilities, noncurrent    $2,684 

Purchase Commitments

The Company’s commitments as of December 31, 2024 were $32.8 million relating to the Company’s open purchase orders and
contractual
obligations that occur in the ordinary course of business, including commitments
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with contract manufacturers and suppliers for which the Company has not received the goods or services, commitments for capital expenditures,
consulting activities for which the Company has not
received the services, and subscription of software services. Although open purchase orders are
considered enforceable and legally binding, the terms generally allow the Company the option to cancel within a reasonable period, reschedule, and
adjust
its requirements based on its business needs prior to the delivery of goods or performance of services.

Litigation

On August 29, 2024, a purported stockholder class action lawsuit (the Porcelli Complaint), Porcelli, et al. v. Outset Medical, Inc., et
al.,
5:24-cv-06124-EJD, was filed in the U.S. District Court for the Northern District of California, naming the Company, its
Chief Executive Officer, and
Chief Financial Officer as defendants. On October 18, 2024, a second purported stockholder class action lawsuit (the Plymouth Complaint), Plymouth
County Retirement Association v. Outset Medical, Inc, et al., 5:24-cv-06124-HSG, was filed in the U.S. District Court for the Northern District of
California. The second lawsuit additionally names
the Company’s former Chief Financial Officer as a defendant. The Porcelli Complaint alleges that
between August 1, 2022 and August 7, 2024, the defendants violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as
amended
(Exchange Act) by making false or misleading statements about the Company’s business, operations and prospects related to the sale and marketing of
the Tablo Hemodialysis System and TabloCart with Prefiltration, including concerning the
impact of certain FDA processes for these products on the
Company’s revenue growth. The Plymouth Complaint alleges the same violations between September 15, 2020 and August 7, 2024.

On November 29, 2024, an Outset stockholder purporting to act on behalf of the Company filed an action in the U.S. District Court for the
Northern District of California against current and former members of Outset’s Board of Directors and certain of its officers (“Derivative Defendants”),
alleging that the Derivative Defendants breached their fiduciary duties to the
Company in connection with the same alleged events and alleged
materially false and misleading statements asserted in the class actions described above. The complaint also alleges, in connection with those alleged
events, a series of claims for
unjust enrichment, abuse of control, gross mismanagement, and waste of corporate assets. The complaint seeks unspecified
monetary damages and other relief.

The cases are at a very early stage and the Company cannot currently estimate the loss or the range of possible losses it may experience in
connection with this litigation.

In addition, from time to time, the Company may become involved in other legal proceedings or
investigations, which could have an adverse
impact on its reputation, business and financial condition and divert the attention of the Company’s management from the operation of the Company’s
business.

Indemnifications

In the ordinary
course of business, the Company often includes standard indemnification provisions in its arrangements with its partners,
customers and suppliers. Pursuant to these provisions, the Company may be obligated to indemnify such parties for losses or
claims suffered or incurred
in connection with its service, breach of representations or covenants, intellectual property infringement or other claims made against such parties.
These provisions may limit the time within which an indemnification
claim can be made. It is not possible to determine the maximum potential amount
under these indemnification obligations due to the limited history of prior indemnification claims and the unique facts and circumstances involved in
each particular
agreement. To date, the Company has not incurred any material costs as a result of such indemnification obligations and has not accrued
any liabilities related to such obligations in these financial statements.
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7. Term Loans

Term loans consist of the following (in thousands):
 

     December 31,  
     2024      2023  
Principal of term loans    $200,000     $133,476 
Unamortized debt discount      (2,625)      (3,363) 

      
 

      
 

Term loans, noncurrent    $197,375     $130,113 
      

 

      

 

SLR Credit Facilities

On November 3, 2022 (the SLR Closing Date), the Company entered into two senior secured credit facilities, which collectively provide for
borrowings of up to $300.0 million as follows: (i) up to a $250.0 million term loan facility pursuant to a loan and security agreement (the SLR Loan
Agreement) among SLR Investment Corp., as collateral agent (SLR Agent), the lenders
from time to time party thereto (the Term Loan Lenders) and the
Company (the SLR Term Loan Facility), and (ii) up to a $50.0 million asset-based revolving credit facility pursuant to a credit agreement (the SLR
Revolving Credit Agreement,
together with the SLR Loan Agreement, the SLR Credit Facility Agreements) among Gemino Healthcare Finance, LLC
d/b/a SLR Healthcare ABL, as lender (ABL Lender), and the Company (the SLR Revolver, together with the SLR Term Loan Facility, the SLR
Credit
Facilities).

The maximum amount the Company is permitted to borrow under the SLR Credit Facilities is subject to certain overall
borrowing limitations that
are tied to achieving certain specified revenue milestones and limit the maximum principal amount outstanding under the SLR Credit Facilities. As of
December 31, 2024, the Company borrowed an aggregate principal
amount of $200.0 million under the SLR Term Loan Facility, the full amount
available under the borrowing limitations.

SLR Term Loan Facility

Under the SLR Loan Agreement, as subsequently amended on December 11, 2023, the Term Loan Lenders agreed to extend term loans to
the
Company in an aggregate principal amount of up to $250.0 million, comprised of (i) a term loan of $100.0 million (the Term A Loan), (ii) term loans in
an aggregate principal amount of up to $100.0 million that was provided
for in two increments, one of $33.5 million (the Term B-1 Loan) and one of
$66.5 million (the Term B-2 Loan) and (iii) one or more term loans in an
aggregate principal amount of up to $50.0 million (Term C Loans). Each Term
A Loan, Term B Loan and Term C Loan is referred to single as a Term Loan and are referred to collectively as the Term Loans. The Term C Loans are
subject to compliance
with the borrowing limitations, Term Loan Lenders’ credit approval and the achievement of a specified net revenue milestone on
or before June 30, 2025 and if available, would remain available for funding until one business day prior to
November 1, 2027.

Any principal amount outstanding under the Term Loans will accrue interest at a rate per annum equal to one-month term Secured Overnight
Financing Rate (SOFR) (subject to a 2.75% floor), plus 5.15% (9.67% as of December 31, 2024), payable monthly in arrears. The Company is permitted
to make interest-only payments
on the Term Loans through November 30, 2026. Any principal amounts outstanding under the Term Loans, if not repaid
sooner, are due and payable on November 1, 2027 (the SLR Maturity Date). The Company is obligated to pay SLR Agent
(i) a non-refundable facility
fee in the amount of $750,000 in respect of the Term A Loan, (ii) a non-refundable facility fees in the aggregate amount of
$750,000 in respect of the
Term B-1 and B-2 Loans and (iii) a non-refundable facility fee in the amount of $375,000 in
respect of the Term C Loan, to be due and payable upon the
earliest to occur of (a) the funding of the first Term C Loan, (b) one day prior to the SLR Maturity Date and (c) the prepayment of the Term Loans. In
addition, the Company is
obligated to pay a final fee equal to 4.75% of the aggregate amount of the Term Loans funded, such final fee to be due and
payable upon the earliest
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to occur of (i) the SLR Maturity Date, (ii) the acceleration of the Term Loans and (iii) the prepayment of the Term Loans. The Company may voluntarily
prepay the outstanding Term
Loans, subject to a prepayment premium of (i) 3.0% of the principal amount of the Term Loan, if prepaid prior to or on the
first anniversary of the SLR Closing Date, (ii) 2.0% of the principal amount of the Term Loan, if prepaid after the first
anniversary of the SLR Closing
Date through and including the second anniversary of the SLR Closing Date, or (iii) 1.0% of the principal amount of the Term Loan if prepaid after the
second anniversary of the SLR Closing Date and prior to the SLR
Maturity Date.

SLR Revolver

The SLR
Revolving Credit Agreement provides for an asset-based revolving credit facility with aggregate revolving commitments of
$25.0 million (the Initial Revolver Commitment). The Company may request to increase the aggregate revolving commitments by
$25.0 million (the
Additional Tranche) to an aggregate amount of $50.0 million, subject to ABL Lender’s approval. Amounts available to be drawn under the SLR
Revolver are equal to the lesser of (i) outstanding revolving
commitments under the SLR Revolving Credit Agreement and (ii) a borrowing base (the
Borrowing Base) equal to the sum of (a) 85% of eligible accounts receivable, plus (b) 25% of eligible inventory (not to exceed the lesser of 50% of the
Borrowing Base and $5.0 million), minus (c) customary reserves, minus (d) unposted cash. As a result of the overall borrowing limitations set forth in
the SLR Credit Facilities, amounts under the SLR Revolver are not currently available.
As of December 31, 2024, the Company has not requested or
received ABL Lender’s approval of the Additional Tranche.

Any
principal amount outstanding under the SLR Revolver will accrue interest at a rate per annum equal to one-month term SOFR (subject to a
2.75% floor), plus 3.20%, payable monthly in arrears. Interest on any
borrowing is payable monthly. The Company is obligated to pay Lender (i) a
non-refundable facility fee in the amount of $187,500 in respect of the Initial Revolver Commitment, (ii) a non-refundable facility fee in the amount of
$187,500 in respect of the Additional Tranche, to be due and payable upon activation of the Additional Tranche, (iii) a commitment fee of 0.50% per
annum of the
average daily unused portion of the then commitment amount, payable monthly and (iv) a collateral monitoring fee of 0.10% per month of
the average daily Borrowing Base during the prior month, payable monthly. The Company may terminate the SLR
Revolver at any time, subject to a
termination fee of (i) 2.0% of the aggregate revolving commitments then in effect, if terminated prior to or on the first anniversary of the Closing Date,
(ii) 1.0% of the aggregate revolving commitments then in
effect, if terminated after the first anniversary of the SLR Closing Date through and including
the second anniversary of the SLR Closing Date, or (iii) 0.5% of the aggregate revolving commitments then in effect, if terminated after the second
anniversary of the SLR Closing Date through and including the third anniversary of the SLR Closing Date. Such termination fee is waived if the SLR
Revolver is terminated after the third anniversary of the SLR Closing Date and prior to the SLR
Maturity Date.

Subject to customary exceptions and restrictions, the Company may borrow, repay and reborrow varying amounts under the SLR
Revolver at any
time. If at any time the outstanding amount under the SLR Revolver exceeds the lesser of (i) the aggregate revolving commitments then in effect and
(ii) the Borrowing Base then in effect, the Company will be required to
prepay outstanding amounts under the SLR Revolver.

The SLR Revolver would have expired on November 1, 2027.

Other Terms of the SLR Credit Facilities

As security for its obligations under the SLR Credit Facilities, the Company granted SLR Agent, for the benefit of the Term Loan Lenders, and
ABL Lender a security interest in substantially all of the assets of the Company, including the Company’s intellectual property, subject to certain
exceptions.

The SLR Credit Facility Agreements contain customary representations and warranties and customary affirmative and negative covenants,
including, among others, requirements as to financial reporting and insurance
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and restrictions on the Company’s ability to dispose of its business or property, to change its line of business, to liquidate or dissolve, to enter into any
change in control transaction,
to merge or consolidate with any other entity or to acquire all or substantially all the capital stock or property of another
entity, to incur additional indebtedness, to incur liens on its property or to pay any dividends or other distributions on
capital stock. The agreements also
include a financial covenant that, beginning with the fiscal quarter ended December 31, 2023, the Company must either (i) maintain certain levels of
cash and cash equivalents in accounts subject to
control agreements in favor of SLR Agent and ABL Lender of at least 50% of the sum of (a) the
outstanding obligations under the Term Loans (as defined below) and (b) the amount of the Company’s accounts payable that have not been paid
within
120 days from the invoice date thereof or (ii) generate net product and product related revenue in excess of specified amounts and maintain gross profit
margins in excess of specified percentages, in each case, for applicable measuring
periods.

In addition, the SLR Credit Facility Agreements contain customary events of default that entitle SLR Agent, under the SLR Loan
Agreement, and
ABL Lender, under the SLR Revolving Credit Agreement, to cause the Company’s indebtedness under the SLR Loan Agreement or SLR Revolving
Credit Agreement, as applicable, to become immediately due and payable, and to exercise
remedies against the Company and the collateral securing the
obligations owed under the applicable SLR Credit Facility Agreement. Under the SLR Credit Facility Agreements, an event of default will occur if,
among other things, the Company fails to
make payments under either SLR Credit Facility Agreement, the Company breaches covenants under either
SLR Credit Facility Agreement, subject to specified cure periods with respect to certain breaches, the SLR Agent or ABL Lender, as applicable,
determine that a material adverse change has occurred under the SLR Loan Agreement or SLR Revolving Credit Agreement, as applicable, or the
Company or its assets become subject to certain legal proceedings, such as bankruptcy proceedings. Upon the
occurrence and for the duration of an
event of default, an additional default interest rate equal to 4.0% per annum will apply to all obligations owed under the SLR Credit Facility
Agreements.

The debt issuance costs and the facility fees related to the Term A and B Loans were recorded as a direct deduction from the term loans
balance on
the balance sheets and are being recognized as non-cash interest expense over the term of the loans using the effective interest method, along with the
final payment fee. The facility fees related
to the Initial Revolver Commitment were recorded as deferred financing costs and are being recognized as
non-cash interest expense over their respective commitment period using straight-line method.

The annual principal annual payments, excluding interest payments and the final fee, due on the term loans as of December 31, 2024 were
as
follows (in thousands):
 

Years Ending December 31:       
2025    $ —   
2026      16,667 
2027      183,333 

      
 

Total principal payments      200,000 
Less: unamortized debt discount      (2,625) 

      
 

Total term loans, net of debt discount    $197,375 
      

 

As of December 31, 2024, $200.0 million was outstanding under the SLR Term Loan Facility and no
amounts were outstanding under the SLR
Revolver. On January 3, 2025, we terminated the SLR Credit Facility Agreements and repaid in full all amounts due under its two existing senior
secured credit facilities with (i) SLR Investment Corp.
and (ii) ABL lender including the final payment of $7.5 million and termination fee of
$0.1 million, using the proceeds from the Perceptive Credit Agreement, together with cash on hand. See Note 13 for more details.
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8. Stock-Based Compensation

Equity Incentive Plan

In 2019, the
Company terminated the 2010 Stock Incentive Plan (the 2010 Plan) and adopted the 2019 Equity Incentive Plan (the 2019 Plan, and
together with 2010 Plan, the Prior Plans) for the purpose of providing incentive and
non-statutory stock options to employees, directors and certain
non-employees.

In 2020, the Company adopted the 2020 Equity Incentive Plan (the 2020 Plan, and together with the Prior Plans, the Plans), which became
effective in connection with the IPO. As a result, the Company may not grant any additional awards under the Prior Plans. The Prior Plans will continue
to govern outstanding equity awards previously granted thereunder. The Company initially reserved
3,665,000 shares of common stock for the issuance
of awards under the 2020 Plan. In addition, the number of shares of common stock available under the 2020 Plan automatically increases on the first day
of each fiscal year until (and including) the
fiscal year ending December 31, 2030, with such annual increase equal to an amount equal to the lesser of (i)
4% of the number of shares of common stock issued and outstanding on December 31 of the immediately preceding calendar year, and
(ii) an amount
determined by the Company’s board of directors. As of December 31, 2024, 3,498,000 shares were reserved for future issuance under the 2020 Plan.

Options under the 2020 Plan have a contractual term of 10 years. The exercise price of an option shall not be less than 100% of the fair
market
value of the shares on the date of grant.

Stock Options

Subsequent to the first quarter of 2022, the Company no longer grants stock options. Service-based options previously granted to a grantee
generally vest at a rate of 25% on the first anniversary of the original vesting date, with the balance vesting monthly over the remaining three years. A
summary of the Company’s stock option activity under the Plans is set forth below (in
thousands, except exercise price and remaining contractual life
data):
 

    
Outstanding


Options     

Weighted-

Average


Exercise

Price     

Weighted-

Average


Remaining

Terms


(Years)     

Aggregate

Intrinsic


Value  
Outstanding as of December 31, 2023      1,935     $ 15.58      

Granted      —         —        
Exercised      (72)    $ 1.17      
Forfeited and expired      (478)    $ 24.42      

      
 

        

Outstanding as of December 31, 2024      1,385     $ 13.26      4.43    $ —   
      

 

        

Exercisable as of December 31, 2024      1,360     $ 12.62      4.40    $ —   
      

 

        

The total intrinsic value of options exercised during the years ended December 31, 2024, 2023 and 2022
was $0.2 million, $9.9 million and
$22.2 million, respectively. The intrinsic value is the difference between the fair value of the Company’s common stock at the time of exercise and the
exercise price of the stock option.

The total fair value of options that vested during the years ended December 31, 2024, 2023 and 2022 was $2.1 million,
$3.6 million and
$6.1 million, respectively. As of December 31, 2024, the total unrecognized stock-based compensation expense related to the stock options was
$0.5 million, which will be recognized over a weighted-average period
of 0.50 years.
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Restricted Stock

The Company issues RSUs and PSUs, both of which are considered restricted stock. The Company grants restricted stock pursuant to the 2020
Plan
and satisfies such grants through the issuance of new shares. RSUs are share awards that, upon vesting, will deliver to the holder shares of the
Company’s common stock.

RSUs with a service-based vesting condition granted to a grantee, beginning in February 2022, generally vest over a three-year period as
follows
either: (i) 25% on the first anniversary of the original vesting date, 25% quarterly over the course of the second year, and 50% quarterly over the course
of the third year, or (ii) 33% on the first anniversary of the original vesting date,
with the balance vesting quarterly over the remaining two years. Annual
RSUs granted to non-executive employees in 2024 vest over a two-year period at a rate of 50% on
the first anniversary of the original vesting date, with
the balance vesting quarterly over the remaining one year. Prior to February 2022, RSUs with a service-based vesting condition granted to a grantee
generally vest at a rate of 25% on the first
anniversary of the original vesting date, with the balance vesting quarterly over the remaining three years.

Since 2022, the Company has
granted a mix of 50% PSUs and 50% RSUs to its CEO, and a mix of 20% PSUs and 80% RSUs to its other
executive officers and certain other senior leaders on an annual basis. The PSUs are earned and vest based on achievement against two metrics:
 

 

•   The “Home PSUs” are earned based on the number of patients treating at home on Tablo as of the end of
the second or third year following
the grant date (Year 2 or Year 3), with earned units vesting either (i) 50% after certification of achievement following the end of Year 2 and
50% at the end of Year 3 or (ii) 100% after certification of
achievement following the end of Year 3 (performance-based vesting
conditions).

 

 

•   The “Relative TSR PSUs” are earned based on the Company’s relative total stockholder return
(Relative TSR) at the end of a two-year or
three-year performance period as compared to companies in a pre-determined index of medical device companies, in each case,
with 100%
of earned units vesting on, or after certification of achievement following, the third anniversary of the grant date (market-based vesting
conditions).

The number of units earned varies based on actual performance as follows: (i) from 0% to 200% (250% for the CEO) of the target number of
the
Home PSUs granted, (ii) from 75% to 150% (250% for the CEO) of the target number of Relative TSR PSUs granted in 2022 and 2023 and (iii) from
0% to 200% (250% for the CEO) of the target number of Relative TSR PSUS granted in 2024.

The grant date for the Home PSUs is not considered established until the Compensation Committee of the Board approves the target and it is
communicated to the award recipients, which then triggers the service inception date, the fair value of the awards, and the associated expense
recognition period. Once the grant date for the Home PSUs has been established, the related stock-based
compensation expense is recorded based on the
forecasted performance, which is reassessed each reporting period based on the probability of achieving the performance conditions.

In 2024, the Company also granted a new type of PSU award to executive officers and certain other senior leaders which is earned and vests
based
on appreciation of the Company’s stock price above pre-determined stock price triggers or achievement of specified operating income targets over a
performance period of up to three years.
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Restricted stock activity was as follows (in thousands, except per share amounts):
 

    
Restricted


Stock Units    
Performance


Stock Units     

Weighted-Average

Grant Date Fair


Value Per Share  
     (RSU)      (PSU)      RSU     PSU  
Outstanding as of December 31, 2023      2,594       432     $21.54  $ 22.50 

Granted      4,238       4,809     $ 3.16  $ 1.09 
Released      (1,516)      (56)    $18.91  $ 25.63 
Forfeited      (1,879)      (3,728)    $ 9.41  $ 0.80 

      
 

      
 

    

Outstanding as of December 31, 2024      3,437       1,457     $ 6.26  $ 7.58 
      

 

      

 

    

The total grant date fair value of restricted stock vested for the years ended December 31, 2024, 2023
and 2022 were $27.2 million, $24.9 million,
and $9.9 million, respectively. As of December 31, 2024, the total unrecognized stock-based compensation expense related to the restricted stock was
$16.7 million, which will be
recognized over a weighted-average period of 2.48 years.

Employees Stock Purchase Plan (ESPP)

In 2020, the Company adopted the ESPP. The Company initially reserved 687,000 shares of common stock for purchase under the ESPP. In
addition,
the number of shares of common stock available for issuance under the ESPP increases automatically on the first day of each fiscal year until
(and including) the fiscal year ending December 31, 2030, with such annual increase equal to the
lesser of (i) 687,000 shares, (ii) 1% of the number of
common stock issued and outstanding on December 31 of the immediately preceding fiscal year, and (iii) an amount determined by the Company’s
board of directors. As of
December 31, 2024, 667,000 shares of common stock were reserved for issuance in connection with the current and future
offering periods under the ESPP.

Subject to any limitations contained therein, the ESPP allows eligible participants to contribute, through payroll deductions, up to 15% of
their
eligible compensation to purchase the Company’s common stock at a purchase price equal to 85% of the fair market value of the common stock on the
first day of the offering period or purchase date, whichever is lower. The ESPP generally
provides for consecutive 6-month offering periods. Effective
beginning with the offering period commencing on March 1, 2022, the ESPP allows eligible participants to purchase shares pursuant to a cashless
exercise program, and the duration for each offering period is a 24-month period consisting of four separate consecutive purchase periods of six months
in length. This includes a
two-year look-back feature in the ESPP, with a reset feature, which causes the offering period to reset if the fair value of the
Company’s common stock on the first day of a new offering period is less
than that on the original offering date.

The grant date fair value and assumptions used in estimating the fair value of the stock
purchase rights under the ESPP were as follows:
 

     Years Ended December 31,  
     2024      2023      2022  
Expected term (in years)      0.49 – 2.00       0.49 – 2.00       0.49 – 2.00  
Expected volatility      81.7% – 215.2%      53.3% – 61.6%      41.1% – 58.0% 
Risk-free interest rate      3.84% – 5.2%       4.81% – 5.4%       0.6% – 3.48%  
Dividend yield      0%       0%       0%  
Grant Date Fair Value    $ 0.15–$2.11    $ 3.25 – $8.27    $ 4.89–$16.23 

As of December 31, 2024, the total unrecognized stock-based compensation expense related to the ESPP was
$1.7 million, which will be
recognized over a weighted-average period of 0.80 years.
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Stock-based Compensation Expense

The following table sets forth stock-based compensation expense included in the statements of operations (in thousands):
 

     Years Ended December 31,  
     2024      2023      2022  
Cost of revenue    $ 1,372    $ 1,805    $ 701 
Research and development      7,291      10,538      6,845 
Sales and marketing      6,122      12,419      10,269 
General and administrative      14,571      13,872      9,388 

      
 

      
 

      
 

Total stock-based compensation expense    $29,356    $38,634    $ 27,203 
      

 

      

 

      

 

9. Income Taxes

Loss before provision for income taxes were as follows for the periods indicated (in thousands):
 

     Years Ended December 31,  
     2024      2023      2022  
Domestic    $(116,693)    $(158,095)    $(153,226) 
Foreign      (10,792)      (14,179)      (9,435) 

      
 

      
 

      
 

Loss before provision for income taxes    $(127,485)    $(172,274)    $(162,661) 
      

 

      

 

      

 

The provision for income taxes were $0.5 million, $0.5 million and $0.3 million for the years
ended December 31, 2024, 2023 and 2022,
respectively, which primarily related to foreign income taxes in Mexico. The Company has incurred net operating losses for all periods presented. The
Company has not reflected any benefit of such net
operating loss carryforwards in the financial statements. The Company has established a full
valuation allowance against its deferred tax assets due to the uncertainty surrounding the realization of such assets.

The effective tax rate differs from the federal statutory income tax rate applied to the loss before provision for income taxes and tax due to
the
following:
 

     Years Ended December 31,  
     2024     2023     2022  
Federal statutory income tax rate      21.0%      21.0%      21.0% 
State taxes      1.1      3.2      4.2 
Change in valuation allowance     (17.3)     (22.0)     (26.1) 
Federal and state tax credits      1.4      1.3      1.4 
Stock-based compensation expense      (5.3)      (2.0)      1.2 
Non-deductible permanent expenses      (0.5)      (0.7)      (0.2) 
Effect of deferred tax adjustment      (0.1)      —        0.2 
Non-deductible compensation      (0.7)      (1.0)      (1.9) 

      
 

     
 

     
 

Effective income tax rate      (0.4)%     (0.2)%     (0.2)% 
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Deferred tax assets and liabilities

Deferred income taxes reflect the net tax effect of temporary differences between amounts recorded for financial reporting purposes and amounts
used for tax purposes. The major components of deferred tax assets and liabilities were as follows as of the dates indicated (in thousands):
 

     December 31,  
     2024      2023  
Deferred tax assets:      

Net operating loss carryforwards    $ 180,588     $ 161,189 
Tax credits      18,163       16,343 
Accrual and reserves      3,137       4,907 
Tangible and intangible assets      3,534       2,894 
Stock-based compensation expense      2,333       4,596 
Capitalized research costs      29,014       29,663 
Other deferred tax asset      8,386       3,812 

      
 

      
 

Gross deferred tax assets      245,155       223,404 
Valuation allowance      (244,165)      (222,061) 

      
 

      
 

Net deferred tax assets    $ 990     $ 1,343 
      

 

      

 

     December 31,  
     2024      2023  
Deferred tax liabilities:      

Right-of-use
assets    $ (990)    $ (1,343) 
      

 
      

 

Gross deferred tax liabilities    $ (990)    $ (1,343) 
      

 

      

 

Realization of the deferred tax assets is dependent upon future taxable income, if any, the amount and timing
of which are uncertain. A valuation
allowance is provided when it is not more likely than not that some portion of the deferred tax assets will be realized. Management believes that, based
on a number of factors, it is more likely than not that the
U.S. federal and state net deferred tax assets will not be fully realized, thus a full valuation
allowance has been recorded as of December 31, 2024 and 2023. The change in the valuation allowance during the years ended December 31, 2024,
2023 and 2022 was an increase of $22.1 million, $37.8 million, and $42.6 million, respectively.

Starting in 2022, changes
to Internal Revenue Code Section 174 made by the Tax Cuts and Jobs Act of 2017 (the TCJA) no longer permit an
immediate deduction for research and development expenditures in the tax year that such costs are incurred. As a result, the Company
capitalized such
costs in its 2024, 2023 and 2022 income tax provisions, resulting in an increase in deferred tax assets.

Net Operating Loss and
Tax Credit Carryforwards

As of December 31, 2024, the Company had a net operating loss carryforward for U.S. federal income
tax purposes of $729.4 million. Federal net
operating losses of $601.6 million incurred after 2017 do not expire but usage is limited to 80% of taxable income. The remaining $127.8 million of
federal net operating loss carryforward
will begin to expire in 2025 and continue to expire through 2037. The Company had a total U.S. state net
operating loss carryforward of $408.8 million. State net operating losses of $118.5 million do not expire. The remaining state net
operating loss
carryforward of $290.3 million will begin to expire in 2025 and continue to expire through 2044.

As of
December 31, 2024, the Company had federal research and development credits of $12.3 million, which will begin to expire in 2030 and
state research and development credits of $8.4 million which are not currently subject to expiration.
Utilization of the operating loss and tax credits may
be subject to annual limitation due to the ownership change limitations provided by the Code and similar state provisions. Such an annual limitation
could result in the expiration of net
operating loss and tax credit carryforwards before utilization.
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Federal and state laws impose substantial restrictions on the utilization of net operating
loss and tax credit carryforwards in the event of an
ownership change for tax purposes, as defined in Section 382 of the Internal Revenue Code. As a result of such ownership changes, the Company’s
ability to realize the potential future
benefit of tax losses and tax credits that existed at the time of the ownership change may be significantly reduced.
The Company’s deferred tax asset and related valuation allowance would be reduced, as a result. The Company has not performed a
Section 382 study
to determine the amount of reduction, if any. Unrecognized tax benefits as of December 31, 2024 have been recorded as an offset to federal and state
research and development credit carryforwards.

Unrecognized Tax Benefits

A
reconciliation of the total unrecognized tax benefits for the periods presented was as follows (in thousands):
 

     December 31,  
     2024      2023  
Balance, beginning of year    $3,781    $3,027 
Increase related to prior years positions      —        —   
Decrease related to current year positions      —        —   
Increase related to current year positions      642      754 

      
 

      
 

Balance, end of year    $4,423    $3,781 
      

 

      

 

The Company does not have any material accrued interest or penalties associated with unrecognized tax
benefits. The Company does not believe it
is reasonably possible that its unrecognized tax benefits will significantly change within the next twelve months.

The Company files income tax returns in the United States, various U.S. states and Mexico. The Company is not under examination by income tax
authorities in federal, other states, or other jurisdictions. All tax returns remain open for examination by federal, state, and foreign authorities for three,
four, and five years, respectively, from the date of utilization of any net operating
loss or credits.

10. Net Loss per Share

The following outstanding potentially dilutive shares have been excluded from the calculation of diluted net loss per share due to their
anti-
dilutive effect (in thousands):
 

     Years Ended December 31,  
     2024      2023      2022  
Stock options to purchase common stock      1,385      1,935      2,602 
Restricted stock units      3,437      2,593      1,593 
Performance stock units      264      197      47 
Shares committed under ESPP      674      318      90 
Warrant to purchase common stock      63      63      63 

      
 

      
 

      
 

Total      5,823      5,106      4,395 
      

 

      

 

      

 

11. Segment and Geographic Information

The accounting policies of the Company’s reportable segment are the same as those described in the summary of significant accounting
policies.
The key measure of segment profit or loss that the CODM uses to allocate resources and assess performance is the Company’s net loss, as reported on
the accompanying statements of operations. Net income is used to monitor budget versus
actual results.
 

F-33



Table of Contents

There are no intra-entity sales or transfers. All expense categories on the accompanying
statements of operations are significant and there are no
other expense categories regularly provided to the CODM beyond those disclosed in the accompanying statements of operations. The CODM manages
the business using expense information as well as
regularly provided budgeted or forecasted expense information for the single operating segment. The
measure of segment assets is reported on the balance sheets as total consolidated assets with particular emphasis on the Company’s available
liquidity,
including its cash, cash equivalents, restricted cash, and short-term investments.

The Company operates a manufacturing
facility in Mexico. The Company’s long-lived tangible assets, net, as well as the Company’s operating
lease right-of-use assets recognized on the balance
sheets, located in Mexico were $6.4 million as of December 31, 2024.

12. Workforce Reduction

In order to improve operational efficiencies, reduce operating expenses and streamline its overall organizational structure, the Company
implemented two organizational restructuring plans to reduce its workforce in the fourth quarter of 2023 and May 2024 and incurred restructuring
charges of $2.5 million in fiscal year 2023 and $2.7 million through the first half of fiscal
year 2024 for employee severance and other termination
benefits.

In connection with steps the Company is taking to help optimize its
commercial organization, and to help improve operational efficiencies and
reduce operating expenses to align with anticipated revenue growth, in the third quarter of 2024, the Company completed an additional restructuring
plan primarily impacting
its commercial organization. The Company incurred restructuring charges of $1.4 million in the third quarter of 2024 for
employee severance and other termination benefits associated with this restructuring.

In January 2025, the Company implemented another restructuring plan and, as a result, estimated and recognized restructuring charges of
$1.5 million as of December 31, 2024 for employee severance and other termination benefits. Restructuring accruals are based upon management
estimates at the time and are subject to change depending upon changes in facts and circumstances
subsequent to the date the original liability was
recorded.

The following table sets forth severance and related benefits charges
included in the statements of operations (in thousands):
 

     Years Ended December 31,  
       2024         2023   
Cost of revenue    $ 579     $ 129 
Research and development      2,107       739 
Sales and marketing      2,149       1,294 
General and administrative      720       370 

      
 

      
 

Total    $ 5,555     $ 2,532 
      

 

      

 

For the year ended December 31, 2024, changes in liabilities resulting from the restructuring accruals,
which were recorded in accrued
compensation and related benefits on the balance sheet, were as follows (in thousands):
 

Balance as of December 31, 2023    $ 854 
Charges      5,555 
Payments and other adjustments      (4,908) 

      
 

Balance as of December 31, 2024    $ 1,501 
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13. Subsequent Event

Private Placement

On
January 3, 2025, the Company entered into the Securities Purchase Agreements with various investors, including certain members of the
Company’s Board of Directors and management (the Investors) for the issuance and sale by the Company of
an aggregate of 863,340 shares of Series A
Preferred Stock, par value $0.001 per share, at a purchase price of $200.00 per share in the Private Placement. Pursuant to the Certificate of Designation
that was filed with the Delaware Secretary of
State on January 7, 2025 (the Certificate of Designation), each share of Series A Preferred Stock will
convert into common stock at the conversion price of $0.80 per share, subject to approval of such conversion being received at the
Company’s special
meeting of stockholders to be held on March 5, 2025, and other terms and limitations contained in the Certificate of Designation. The Securities
Purchase Agreements include customary representations, warranties and
covenants by the parties to the agreements.

The sale of 843,908 shares of Series A Preferred Stock to institutional investors closed on
January 8, 2025, with gross proceeds, before deducting
placement agent fees and other offering expenses, of $168.8 million. An additional $3.9 million, for 19,432 shares of Series A Preferred Stock, will be
invested by certain members
of the Company’s Board of Directors and management, subject to approval of such issuance being received at the
Company’s special meeting of stockholders. The Company expects to use the net proceeds from the Private Placement for general
corporate purposes.

Registration Rights Agreement

In connection with the Private Placement, the Company also entered into a Registration Rights Agreement, dated January 3, 2025 (the
Registration Rights Agreement), with the Investors, which provides that the Company will register the resale of the shares of common stock issuable
upon conversion of the Series A Preferred Stock. The Company is required to prepare and file an
initial registration statement with the SEC as soon as
reasonably practicable, but in no event later than 60 days after the closing of the Private Placement, and to use best efforts to have the registration
statement declared effective within 50
days after the filing of the initial registration statement with the SEC, subject to the approval of the conversion of
the Series A Preferred Stock being received at the Company’s special meeting of stockholders. The Registration Rights
Agreement also contains
customary provisions including, among other things, provisions relating to indemnification and expenses.

From the
date that is six months following the date of the first issuance of the Series A Preferred Stock (the Six Month Date) until receipt of
stockholder approval of the conversion of the Series A Preferred Stock into shares of common stock in accordance
with Nasdaq Stock Market Rules (the
Conversion Proposal), dividends will accrue, on all issued and outstanding shares of Series A Preferred Stock, at an annual rate of eight percent (8%)
compounded annually on the original per share price of $200.00
(plus any such accreted compounded amounts); provided that such annual dividend rate
shall increase by two percent (2%) on each one year anniversary of the Six Month Date if the stockholder approval of the Conversion Proposal is not
obtained by such
time (collectively, the Accruing Dividends). Such Accruing Dividends shall be payable only when, as, and if declared by the Board of
Directors and the Company shall be under no obligation to pay such Accruing Dividends, other than as expressly
provided in the Certificate of
Designations.

Perceptive Credit Agreement

On January 3, 2025, the Company entered into a senior secured credit facility for borrowings up to an aggregate principal amount of
$125.0 million pursuant to the Perceptive Credit Agreement among Perceptive Credit Holdings IV, LP, as administrative agent (Agent), the lenders from
time to time party thereto and the Company. Pursuant to the terms and conditions of the
Perceptive Credit Agreement, the lenders agreed to extend term
loans to the Company in an aggregate principal amount of up to $125.0 million, comprised of (i) a term loan of $100.0 million (the Initial Term Loan),
which was funded on
January 8, 2025 (the Closing Date), and (ii) a
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delayed draw term loan of up to $25.0 million (the Delayed Draw Loan). The Initial Term Loan and the Delayed Draw Loan are referred to collectively
as the Loans. The Delayed Draw Loan is
available for funding until July 14, 2027, subject to the achievement of a specific revenue milestone and other
customary conditions.

On the Closing Date, the Company borrowed the initial term loan in the principal amount of $100.0 million, and used the proceeds of such
loan,
together with cash on hand, to repay in full the $200.0 million due under its two existing senior secured credit facilities with (i) SLR Investment Corp.
and (ii) ABL Lender. After repayment in full, the SLR Credit Facilities
were terminated as of the Closing Date.

The principal amount outstanding under the Loans will accrue interest at a rate per annum equal
to (i) the greater of (a) one-month term SOFR or
(b) 4.00% per annum, plus (ii) an applicable margin of 8.00%, payable monthly in arrears. During the first two years after the Closing Date, a
portion of
the accrued interest equal to 1.50% per annum will be paid in kind and added to the principal amount of the Loans on each monthly interest payment
date. The outstanding principal amount of the Loans will be due and payable on the five
year anniversary of the Closing Date (the Maturity Date).

The Company paid the lenders a
non-refundable closing fee in the amount of $1.0 million in respect of the Initial Term Loan on the Closing Date.
The Company is obligated to pay the lenders a
non-refundable closing fee in the amount of $250,000 in respect of the Delayed Draw Loan, to be due
and payable upon the funding of the Delayed Draw Loan.

The Company may voluntarily prepay the outstanding Loans, subject to a prepayment premium of (i) 10.0% of the principal amount of the prepaid
Loans, if prepaid prior to or on the first anniversary of the Closing Date, (ii) 8.0% of the principal amount of the prepaid Loans, if prepaid after the first
anniversary of the Closing Date through and including the second anniversary of the
Closing Date, (iii) 4.0% of the principal amount of the prepaid
Loans, if prepaid after the second anniversary of the Closing Date through and including the third anniversary of the Closing Date, (iv) 2.0% of the
principal amount of the prepaid
Loans, if prepaid after the third anniversary of the Closing Date through and including the fourth anniversary of the
Closing Date, and (v) 0.00% of the principal amount of the prepaid Loans, if prepaid after the fourth anniversary of the Closing
Date.

The Perceptive Credit Agreement contains customary representations and warranties and customary affirmative and negative covenants,
including,
among others, requirements as to financial reporting and insurance and restrictions on the Company’s ability to dispose of its business or property, to
change its line of business, to liquidate or dissolve, to enter into any change
in control transaction, to merge or consolidate with any other entity or to
acquire all or substantially all the capital stock or property of another entity, to incur additional indebtedness, to incur liens on its property or to pay any
dividends or
other distributions on capital stock, in each case with certain exceptions. The Company has also agreed to certain financial covenants that
require the Company to (i) maintain a minimum cash balance of at least $10.0 million in accounts
subject to control agreements in favor of Agent, and
(ii) achieve certain trailing twelve-month net revenue targets as set forth in the Perceptive Credit Agreement.

In addition, the Perceptive Credit Agreement contains customary events of default that entitle the Agent to cause the Company’s
indebtedness
under the Perceptive Credit Agreement to become immediately due and payable, and to exercise remedies against the Company and the collateral
securing the obligations owed under the Perceptive Credit Agreement. Under the Perceptive
Credit Agreement, an event of default will occur if, among
other things, the Company fails to make payments under the Perceptive Credit Agreement, the Company breaches certain covenants under the
Perceptive Credit Agreement, subject to specified
cure periods with respect to certain breaches, a material adverse change or a material regulatory event
has occurred under the Perceptive Credit Agreement, or the Company or its assets become subject to certain legal proceedings, such as bankruptcy
proceedings. Upon the occurrence and for the duration of an event of default, an additional default interest rate equal to 4.0% per annum will apply to all
obligations owed under the Perceptive Credit Agreement.
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Warrant

On the Closing Date, the Company issued to Perceptive Credit Holdings IV, LP as the initial lender a warrant to purchase 5,625,000 of shares of
the Company’s Common Stock (the Closing Date Warrant), at an exercise price equal to $0.80. If the Company draws the Delayed Draw Loan, the
Company is required to issue additional warrant(s) to the lenders to purchase 1,406,250 of shares of the
Company’s Common Stock (the Delayed Draw
Warrant), at an exercise price equal to the average closing price of the Company’s Common Stock for the 5 trading days immediately preceding the
issuance date of the Delayed Draw Warrant. Both the
Closing Date Warrant and the Delayed Draw Warrant, if issued, are exercisable during the seven
years after the date of issuance.
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