UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
☒ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2020
☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from

to

Commission File Number 000-21326
Anika Therapeutics, Inc.
(Exact Name of Registrant as Specified in Its Charter)
Delaware
(State or Other Jurisdiction of
Incorporation or Organization)

04-3145961
(I.R.S. Employer Identification No.)

32 Wiggins Avenue, Bedford, Massachusetts
(Address of Principal Executive Offices)

01730
(Zip Code)

(781) 457-9000
(Registrant’s Telephone Number, Including Area Code)
N/A
(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)
Securities registered pursuant to Section 12(b) of the Act:
Title of Each Class

Trading Symbol

Name of Each Exchange on Which Registered

Common Stock, par value $0.01 per share

ANIK

NASDAQ Global Select Market

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

Non-accelerated filer ☐

Smaller reporting
company ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒
APPLICABLE ONLY TO CORPORATE ISSUERS:
As of May 19, 2020, there were 14,202,273 outstanding shares of Common Stock, par value $0.01 per share.

Emerging growth
company ☐

ANIKA THERAPEUTICS, INC.
TABLE OF CONTENTS
Page
Part I
Item 1.

Item 2.
Item 3.
Item 4.
Part II
Item 1.
Item 1A.
Item 2.
Item 6.
Signatures

Financial Information
Financial Statements (unaudited):
Condensed Consolidated Balance Sheets as of March 31, 2020 and December 31, 2019
Condensed Consolidated Statements of Operations and Comprehensive Income for the three months ended March
31, 2020 and 2019
Condensed Consolidated Statements of Stockholders’ Equity for the three months ended March 31, 2020 and 2019
Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2020 and 2019
Notes to Condensed Consolidated Financial Statements
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk
Controls and Procedures
Other Information
Legal Proceedings
Risk Factors
Unregistered Sales of Equity Securities and Use of Proceeds
Exhibits

3
3
4
5
6
7
21
31
31
31
31
34
35
36

References in this Quarterly Report on Form 10-Q to “we,” “us,” “our,” “our company,” and other similar references refer to Anika Therapeutics, Inc. and
its subsidiaries unless the context otherwise indicates.
ANIKA, ARTHROSURFACE, ANIKA THERAPEUTICS, CINGAL, HYAFF, MONOVISC, ORTHOVISC, PARCUS MEDICAL, and TACTOSET are
our registered trademarks. This Quarterly Report on Form 10-Q also contains additional registered marks, trademarks, and trade names, including ones that
are the property of other companies and licensed to us.

PART I:

FINANCIAL INFORMATION

ITEM 1.

FINANCIAL STATEMENTS
Anika Therapeutics, Inc. and Subsidiaries
Consolidated Balance Sheets
(in thousands, except per share data)
(unaudited)
March 31,
2020

ASSETS
Current assets:
Cash and cash equivalents
Investments
Accounts receivable, net of reserves of $935 and $962 at March 31, 2020 and December 31, 2019,
respectively
Inventories, net
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Right-of-use assets
Other long-term assets
Intangible assets, net
Goodwill
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Total current liabilities
Other long-term liabilities
Contingent consideration
Deferred tax liability
Lease liabilities
Commitments and contingencies (Note 10)
Stockholders’ equity:
Preferred stock, $0.01 par value; 1,250 shares authorized, no shares issued and outstanding at March 31,
2020 and December 31, 2019, respectively
Common stock, $0.01 par value; 90,000 shares authorized, 14,198 and 14,308 shares issued and
outstanding at March 31, 2020 and December 31, 2019, respectively
Additional paid-in-capital
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

$

$

December 31,
2019

65,833
26,452
28,101
35,081
5,659
161,126
54,232
23,528
27,507
98,718
33,802
398,913

9,906
16,282
26,188
1,019
40,251
16,030
21,731

$

$

-

$

142
48,360
(6,027)
251,219
293,694
398,913 $

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

157,463
27,480
23,079
21,995
4,289
234,306
50,783
22,864
7,478
7,585
7,694
330,710

3,832
12,445
16,277
357
4,331
21,367

143
48,707
(5,898)
245,426
288,378
330,710

Anika Therapeutics, Inc. and Subsidiaries
Consolidated Statements of Operations and Comprehensive Income
(in thousands, except per share data)
(unaudited)

Product revenue
Licensing, milestone and contract revenue
Total revenue

$

Operating expenses:
Cost of product revenue
Research & development
Selling, general & administrative
Goodwill impairment
Change in fair value of contingent consideration
Total operating expenses
Income from operations
Interest and other income, net
Income before income taxes
Provision for income taxes
Net income

$

Basic net income per share:
Net income
Basic weighted average common shares outstanding
Diluted net income per share:
Net income
Diluted weighted average common shares outstanding
Net income
Foreign currency translation adjustment
Comprehensive income

For the Three Ended March 31,
2020
2019
35,397 $
24,717
6
35,397
24,723
14,200
6,050
14,431
18,144
(24,522)
28,303
7,094
279
7,373
1,580
5,793 $

$

0.41
14,202

$

0.32
14,185

$

0.40
14,353

$

0.31
14,314

$
$

5,793 $
(129)
5,664 $

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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7,311
4,258
7,672
19,241
5,482
498
5,980
1,473
4,507

4,507
(315)
4,192

Anika Therapeutics, Inc. and Subsidiaries
Consolidated Statements of Stockholders' Equity
(in thousands)
(unaudited)

Balance, January 1, 2020
Issuance of common stock for equity awards
Vesting of restricted stock units
Forfeiture of restricted stock awards
Stock-based compensation expense
Retirement of common stock for minimum tax withholdings
Repurchase of common stock
Net income
Other comprehensive income
Balance, March 31, 2020

Balance, January 1, 2019
Issuance of common stock for equity awards
Retirement of common stock for minimum tax withholdings
Stock-based compensation expense
Net income
Other comprehensive income
Balance, March 31, 2019

Number of
Shares
14,308
42
(9)
(4)
(139)
14,198

For the three months ended March 31, 2020
Accumulated
Other
Total
Common Stock
$.01 Par Additional Paid Retained Comprehensive Stockholders'
Value
in Capital
Earnings
Loss
Equity
$
143 $
48,707 $ 245,426 $
(5,898) $ 288,378
(207)
(207)
(141)
(141)
(1)
1
5,793
5,793
(129)
(129)
$
142 $
48,360 $ 251,219 $
(6,027) $ 293,694

For the three months ended March 31, 2019
Accumulated
Common Stock
Other
Total
Number of $.01 Par Additional Paid Retained Comprehensive Stockholders'
Shares
Value
in Capital
Earnings
Loss
Equity
14,210 $
142 $
50,763 $ 218,233 $
(5,526) $ 263,612
7
5
5
(3)
(124)
(124)
1,386
1,386
4,507
4,507
(315)
(315)
14,214 $
142 $
52,030 $ 222,740 $
(5,841) $ 269,071

The accompanying notes are an integral part of these consolidated financial statements.
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Anika Therapeutics, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(in thousands)
(unaudited)
Three months ended March 31,
2020
2019
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Non-cash operating lease cost
Goodwill impairment
Change in fair value of contingent consideration
Loss on disposal of fixed assets
Loss on impairment of intangible asset
Stock-based compensation expense
Deferred income taxes
Provision (recovery) for doubtful accounts
Provision for inventory
Amortization of acquisition related inventory step-up
Amortization of premium and accretion of discount on investments and cash equivalents
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses, other current and long-term assets
Accounts payable
Operating lease liabilities
Accrued expenses, other current and long-term liabilities
Income taxes
Net cash provided by operating activities

$

Cash flows from investing activities:
Acquisition of Parcus Medical and Arthrosurface, net of cash acquired
Proceeds from maturities of investments
Purchases of investments
Purchases of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Cash paid for tax withheld on vested restricted stock awards
Proceeds from exercises of equity awards
Net cash used in financing activities
Exchange rate impact on cash
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosure of cash flow information:
Right-of-use assets obtained in exchange for operating lease liabilities as of January 1, 2019
Non-cash Investing Activities:
Purchases of property and equipment included in accounts payable and accrued expenses
Consideration for acquisitions included in accounts payable and accrued expenses
Acquisition related contingent consideration

$

5,793

4,507

2,761
340
18,144
(24,522)
318
(207)
550
(15)
831
2,081
-

1,477
297
721
281
1,386
(124)
381
(363)

2,004
(3,632)
(445)
421
(310)
(3,233)
166
1,045

2,489
(1,617)
(182)
496
(269)
(1,928)
910
8,462

(92,983)
14,990
(13,787)
(723)
(92,503)

58,094
(58,981)
(1,030)
(1,917)

(141)
(141)

(124)
5
(119)

(31)

46

(91,630)
157,463
65,833 $

6,472
89,042
95,514

$

-

$

24,110

$
$
$

55
2,085
69,076

$
$
$

246
-

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

ANIKA THERAPEUTICS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(amounts in thousands, except share and per share amounts or as otherwise noted)
(unaudited)
1.

Nature of Business

Anika Therapeutics, Inc. (the “Company”) is a global, integrated joint preservation and regenerative therapies company based in Bedford,
Massachusetts. The Company aims to be the global leader in its space with innovative technologies that exceed its customers’ expectations. The Company
is committed to delivering therapies to improve the lives of patients across a continuum of care from joint pain management to orthopedic joint
preservation and restoration. The Company has nearly thirty years of global expertise commercializing more than twenty products based on its hyaluronic
acid, or HA, technology platform, and the Company is focused on adding innovative and differentiated offerings to its portfolio. The Company’s
proprietary technologies for modifying the HA molecule allow product properties to be tailored specifically to therapeutic use. The Company’s patented
technology chemically modifies HA to allow for longer residence time in the body. The Company has two forms of cross-linked HA gel technologies, and a
solid form of HA technology – HYAFF, which is the Company’s platform for regenerative medicine. These proprietary technologies are protected by an
extensive portfolio of owned and licensed patents.
In early 2020, the Company expanded its overall technology platform through its strategic acquisitions of Parcus Medical, LLC (“Parcus
Medical”), a sports medicine implant and instrumentation solutions provider focused on surgical repair and reconstruction of ligaments and tendons and
Arthrosurface, Incorporated (“Arthrosurface”), a joint preservation technology company specializing in less invasive joint replacement solutions. The
Company expects the Parcus Medical and Arthrosurface acquisitions to drive growth by broadening Anika's product portfolio into joint preservation and
restoration, adding high-growth revenue streams, expanding its commercial capabilities, diversifying its revenue base, and expanding its product pipeline
and research and development expertise.
The Company is subject to risks common to companies in the biotechnology and medical device industries including, but not limited to,
development by the Company or its competitors of new technological innovations, dependence on key personnel, protection of proprietary technology,
commercialization of existing and new products, and compliance with U.S. Food and Drug Administration (“FDA”) and foreign regulations and approval
requirements, as well as the ability to grow the Company’s business through appropriate commercial strategies.
There are many uncertainties regarding the current pandemic of the novel coronavirus (“COVID-19”), and the Company is closely monitoring the
impact of COVID-19 on all aspects of its business, including how it will impact its customers, employees, suppliers, vendors, and business partners. The
Company is unable to predict the impact that COVID-19 may have on its financial position and operations moving forward due to numerous uncertainties.
These estimates may change as new events occur and additional information is obtained, and actual results could differ materially from these estimates
under different assumptions or conditions. The Company will continue to assess the evolving impact of COVID-19 and will make adjustments to its
operations as necessary.
2.

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements and related notes have been prepared by the Company pursuant to the
rules and regulations of the Securities and Exchange Commission (the “SEC”) and in accordance with accounting principles generally accepted in the
United States (“US GAAP”). The financial statements include the accounts of Anika Therapeutics, Inc. and its subsidiaries. Inter-company transactions and
balances have been eliminated. Certain information and footnote disclosures normally included in annual financial statements prepared in accordance with
US GAAP have been condensed or omitted pursuant to SEC rules and regulations relating to interim financial statements. The December 31, 2019 balances
reported herein are derived from the audited consolidated financial statements. In the opinion of management, these unaudited condensed consolidated
financial statements contain all adjustments (consisting only of normal recurring adjustments) necessary to fairly state the condensed consolidated financial
statements.
The accompanying unaudited condensed consolidated financial statements and related notes should be read in conjunction with the Company’s
annual financial statements filed with its Annual Report on Form 10-K for the year ended December 31, 2019. The results of operations for the three-month
period ended March 31, 2020 are not indicative of the results to be expected for the year ending December 31, 2020.
Segment Information
Operating segments are components of an enterprise about which separate financial information is available that is evaluated regularly by the chief
operating decision maker, or decision-making group, in deciding how to allocate resources and in assessing performance. The Company’s chief operating
decision maker is its interim President and Chief Executive Officer as of March 31, 2020. Based on the criteria established by Accounting Standards
Codification (“ASC”) 280, Segment Reporting, the Company has one operating and reportable segment.
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Recent Accounting Adoptions
In August 2018, the FASB issued ASU No. 2018-15, Intangibles – Goodwill and Other – Internal-Use Software (Subtopic 350-40), which amends
ASU No. 2015-05, Customers Accounting for Fees in a Cloud Computing Agreement, to help entities evaluate the accounting for fees paid by a customer in
a cloud computing arrangement (hosting arrangement) by providing guidance for determining when the arrangement includes a software license. The most
significant change will align the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the
requirements for capitalizing implementation costs incurred to develop or obtain internal-use software and hosting arrangements that include an internaluse software license. Accordingly, the amendments in ASU 2018-15 require an entity in a hosting arrangement that is a service contract to follow the
guidance in Subtopic 350-40 to determine which implementation costs to capitalize as assets related to the service contract and which costs to expense.
ASU 2018-15 is effective for fiscal years and interim periods beginning after December 15, 2019. The Company adopted ASU 2018-15 using the
prospective method as of January 1, 2020. The adoption of this standard did not have a significant impact on the Company’s consolidated financial
statements and related disclosures.
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses. The standard, including subsequently issued
amendments, requires a financial asset measured at amortized cost basis, such as accounts receivable and certain other financial assets, to be presented at
the net amount expected to be collected based on relevant information about past events, including historical experience, current conditions, and reasonable
and supportable forecasts that affect the collectability of the reported amount. ASU 2016-13 is effective for fiscal years and interim periods beginning after
December 15, 2019 and requires the modified retrospective approach. The Company adopted ASU 2016-13 as of January 1, 2020. The adoption primarily
impacted our trade receivables. The Company assesses each customer's ability to pay by conducting a credit review which includes an assessment of the
customer's creditworthiness. The Company monitors the credit exposure through active review of customer balances. The Company's expected loss
methodology for accounts receivable is developed using historical collection experience, current and future economic and market conditions and a review
of the current status of customers' account balances. Concentrations of credit risks are limited due to the large number of customers and their dispersion
across a number of geographic areas. The historical credit losses have not been significant due to this dispersion and the financial stability of our
customers. The Company considers credit losses immaterial to our business and, therefore, have not provided all the disclosures otherwise required by the
standard.
3.

Business Combinations

Parcus Medical, LLC
On January 24, 2020, (the “Parcus Medical Closing Date”), Anika Therapeutics, Inc. completed the acquisition of Parcus Medical pursuant to the
terms of the Agreement and Plan of Merger, dated as of January 4, 2020 (the “Parcus Medical Merger Agreement”), by and among the Company, Parcus
Medical, and Sunshine Merger Sub LLC, a Wisconsin limited liability company and a wholly-owned subsidiary of the Company. At the closing date,
Parcus Medical became a wholly-owned subsidiary of the Company. Parcus Medical is a sports medicine implant and instrumentation solutions provider
focused on surgical repair and reconstruction of ligaments and tendons.
The acquisition of Parcus Medical has been accounted for as a business combination under ASC 805. Under ASC 805, assets acquired and
liabilities assumed in a business combination must be recorded at their fair value as of the acquisition date. Recorded fair valuation of assets acquired and
liabilities assumed related to the acquisition of Parcus Medical is preliminary and will be completed as soon as practicable, but no later than one year after
the consummation of the transaction. Anika’s consolidated financial statements as of and for the three months ended March 31, 2020, include results of
operations for Parcus Medical from January 24, 2020 through March 31, 2020.
Consideration Transferred
Pursuant to the Parcus Medical Merger Agreement, the Company acquired all outstanding equity of Parcus Medical for estimated total purchase
consideration of $75.1 million, which consists of $32.8 million of cash consideration, $1.6 million of deferred consideration and $40.7 million for the
estimated fair value of contingent consideration.
The total preliminary purchase consideration is as follows:
Cash consideration
Deferred consideration
Estimated fair value of contingent consideration
Estimated total purchase consideration

$

$

32,794
1,642
40,700
75,136

The deferred consideration is related to certain purchase price holdbacks which will be resolved within one year of the acquisition date and are
recorded in accounts payable as of March 31, 2020. The Company may additionally be required to make future payments of up to $60.0 million depending
on the level of net sales generated in 2020 through 2022. The fair value of contingent consideration related to net sales was determined based on a Monte
Carlo simulation model in an option pricing framework at the acquisition date, whereby a range of possible scenarios were simulated. The liability for
contingent and deferred consideration is included in current and long-term liabilities on the consolidated balance sheets and will be remeasured at each
reporting period until the contingency is resolved.
Acquisition related costs are not included as a component of consideration transferred but are expensed in the periods in which the costs are
incurred. The Company incurred approximately $1.9 million in transaction costs related to the Parcus Medical acquisition during the first quarter of 2020.
The transaction costs are included in selling, general and administrative expenses in the consolidated statements of operations.
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Fair Value of Net Assets Acquired
The preliminary estimate of fair value required the use of significant assumptions and estimates. Critical estimates included, but were not limited
to, future expected cash flows, including projected revenues and expenses, and the applicable discount rates. These estimates were based on assumptions
that the Company believes to be reasonable, however, actual results may differ from these estimates. The assessment of fair value is preliminary and is
based on information that was available to management at the time the condensed consolidated financial statements were prepared. Those estimates and
assumptions are subject to change as the Company obtains additional information related to those estimates during the applicable measurement periods (up
to one year from the acquisition date). The most significant open items necessary to complete are related to intangible assets and tax related matters.
The preliminary allocation of purchase price to the identifiable assets acquired and liabilities assumed was based on preliminary estimates of fair
value as of January 24, 2020, and is as follows:
Recognized identifiable assets acquired and liabilities assumed:
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses and other current assets
Property and equipment, net
Right-of-use assets
Intangible assets
Accounts payable, accrued expenses and other current liabilities
Other long-term liabilities
Lease liabilities
Net assets acquired
Excess purchase price over fair value of net assets acquired
Estimated total purchase consideration

$

$

196
2,029
9,088
364
1,099
944
44,000
(2,763)
(594)
(735)
53,628
21,508
75,136

The excess of the purchase price over the fair value of the net assets acquired was recorded as goodwill and assigned to the newly established
reporting unit for Parcus Medical and Arthrosurface. The goodwill is attributable to the workforce of the business and the value of future technologies
expected to arise after the acquisition. Goodwill will not be amortized and is expected to be deductible for income tax purposes as the acquisition of the
limited liability company is an asset purchase for tax purposes. The acquired intangible assets based on preliminary estimates of fair value as of January 24,
2020 are as follows:
Intangible assets acquired consist of:
Developed Technology
Trade Name
Customer Relationships
Total Intangible Assets

$

$

41,100
1,800
1,100
44,000

The preliminary fair value of the developed technology intangible assets has been estimated using the multi-period excess earnings method, which
is based on the principle that the value of an intangible asset is equal to the present value of the incremental after-tax cash flow attributable to the asset,
after charges for other assets employed by the business. The preliminary fair value of the customer relationships has been estimated using the avoided
costs/lost profits method, which is based on the principle that the value of an intangible asset is based on consideration of the total costs that would be
avoided by having this asset in place. The preliminary fair value of the trade name has been estimated using the relief from royalty method of the income
approach, which is based on the principle that the value of an intangible asset is equal to the present value of the after-tax royalty savings attributable to
owning the intangible asset. Key estimates and assumptions used in these models are projected revenues and expenses related to the asset, estimated
contributory asset charges, estimated costs to recreate the asset, and a risk-adjusted discount rate used to calculate the present value of the future expected
cash inflows or cash outflows avoided from the asset.
The final fair value determination of the identified intangible assets may differ from this preliminary determination, and such differences could be
material. Based on the preliminary valuation, approximately $44.0 million represents the fair value of identifiable intangible assets. Approximately $41.1
million represents the fair value of developed technology that will be amortized over a useful life of 15 years, $1.1 million represents the fair value of
customer relationships that will be amortized over a useful life of 10 years, and $1.8 million represents the fair value of trade names that will be amortized
over a useful life of 5 years.
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Revenue, Net Loss and Pro Forma Presentation
The Company recorded revenue from Parcus Medical of $2.6 million and a net loss of $0.9 million in the period from January 24, 2020 through
March 31, 2020. The unaudited pro forma information for the three months ended March 31, 2020 and 2019 was calculated after applying the Company’s
accounting policies and the impact of acquisition date fair value adjustments. The pro forma financial information presents the combined results of
operations of Anika Therapeutics, Inc and Parcus Medical as if the acquisition had occurred on January 1, 2019 after giving effect to certain pro forma
adjustments. The pro forma adjustments reflected herein include only those adjustments that are factually supportable and directly attributable to the Parcus
Medical acquisition.
These pro forma adjustments include: (i) a net increase in amortization expense to record amortization expense for the $44.0 million of acquired
identifiable intangible assets, (ii) a net decrease in interest expense as a result of eliminating interest expense and interest income related to Parcus
Medical’s line of credit which was settled in accordance with the Parcus Medical Merger Agreement, (iii) an adjustment of rent expense associated with
Parcus Medical’s finance and operating leases as a result of the adoption of ASC 842, Leases, and (iv) an adjustment to record the acquisition related
transaction costs in the period required. The pro forma information does not purport to be indicative of the results of operations that actually would have
resulted had the combination occurred at the beginning of each period presented, or of future results of the consolidated entities.
The following table presents unaudited supplemental pro forma information:
For the Three Months Ended March 31,
2020
2019
$
32,103 $
27,934
5,510
3,105

Total revenue
Net income
Earnings per share:
Basic
Diluted

$

0.39 $
0.38

0.22
0.22

Arthrosurface Incorporated
On February 3, 2020, (the “Arthrosurface Closing Date”), Anika Therapeutics, Inc. completed the acquisition of Arthrosurface Incorporated
pursuant to the terms of the Agreement and Plan of Merger, dated as of January 4, 2020 (the “Arthrosurface Merger Agreement”), by and among the
Company, Arthrosurface, and Button Merger Sub, a Delaware corporation and a wholly-owned subsidiary of the Company. At the closing date,
Arthrosurface became a wholly-owned subsidiary of the Company. Arthrosurface is a joint preservation technology company specializing in less invasive,
bone preserving partial and total joint replacement solutions.
The acquisition of Arthrosurface has been accounted for as a business combination under ASC 805. Under ASC 805, assets acquired and liabilities
assumed in a business combination must be recorded at their fair values as of the acquisition date. The final valuation of assets acquired and liabilities
assumed related to the acquisition of Arthrosurface is expected to be completed as soon as practicable, but no later than one year after the consummation of
the transaction. Anika’s consolidated financial statements as of and for the three months ended March 31, 2020, include results of operations for
Arthrosurface from February 3, 2020 through March 31, 2020.
Consideration Transferred
Pursuant to the Arthrosurface Merger Agreement, the Company acquired all outstanding equity of Arthrosurface for estimated total purchase
consideration of $90.3 million, which consists of $61.9 million of cash consideration and $28.4 million for the estimated fair value of contingent
consideration.
The total preliminary purchase consideration is as follows:
Cash consideration
Estimated fair value of contingent consideration
Estimated total purchase consideration

$
$

61,909
28,376
90,285

The cash consideration includes $0.4 million based on final amounts for certain contractually-specified post-closing items that was included in
accounts payable as of March 31, 2020. The Company may be required to make future payments of up to $40.0 million depending on the achievement of
regulatory milestones and the level of net sales generated in 2020 through 2021. The fair value of contingent consideration related to regulatory milestones
was determined through a scenario-based discounted cash flow analysis using scenario probabilities and regulatory milestone dates. The fair value of
contingent consideration related to certain net sales levels from 2020 through 2021 was determined based upon a Monte Carlo simulation approach in an
option pricing framework at acquisition date, whereby a range of possible scenarios were simulated. The liability for contingent consideration is included in
current and long-term liabilities on the consolidated balance sheets and will be remeasured at each reporting period until the contingency is resolved.
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Acquisition related costs are not included as a component of consideration transferred but are expensed in the periods in which the costs are
incurred. The Company incurred approximately $2.2 million in transaction costs related to the Arthrosurface Acquisition. The transaction costs are
included in selling, general and administrative expenses in the consolidated statements of operations.
Fair Value of Net Assets Acquired
The preliminary estimate of fair value required the use of significant assumptions and estimates. Critical estimates included, but were not limited
to, future expected cash flows, including projected revenues and expenses, and the applicable discount rates. These estimates were based on assumptions
that the Company believes to be reasonable. However, actual results may differ from these estimates. The assessment of fair value is preliminary and is
based on information that was available to management at the time the condensed consolidated financial statements were prepared. Those estimates and
assumptions are subject to change as the Company obtains additional information related to those estimates during the applicable measurement periods (up
to one year from the acquisition date). The most significant open items are related to intangible assets, property, plant and equipment and tax related
matters.
The preliminary allocation of purchase price to the identifiable assets acquired and liabilities assumed was based on preliminary estimates of fair
value as of February 3, 2020, as follows:
Recognized identifiable assets acquired and liabilities assumed:
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses and other current assets
Property, plant and equipment
Other long-term assets
Intangible assets
Accounts payable, accrued expenses and other liabilities
Deferred tax liabilities
Net assets acquired
Excess purchase price over fair value of net assets acquired
Estimated total purchase consideration

$

$

1,072
5,368
15,652
535
3,394
7,548
48,900
(3,929)
(11,147)
67,393
22,892
90,285

The excess of the purchase price over the fair value of the net assets acquired was recorded as goodwill and assigned to the newly established
reporting unit for Parcus Medical and Arthrosurface. The goodwill is attributable to the workforce of the business and the value of future technologies
expected to arise after the acquisition. Goodwill will not be amortized and is not expected to be deductible for income tax purposes as the acquisition of the
corporation is a stock purchase for tax purposes.
Intangible assets acquired consist of:
Developed Technology
Trade Name
Customer Relationships
IPR&D
Total Intangible Assets

$

$
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37,000
3,400
7,900
600
48,900

The preliminary fair value of the developed technology intangible assets has been estimated using the multi-period excess earnings method, which
is based on the principle that the value of an intangible asset is equal to the present value of the incremental after-tax cash flow attributable to the asset,
after charges for other assets employed by the business. The preliminary fair value of the customer relationships has been estimated using the avoided
costs/lost profits method, which is based on the principle that the value of an intangible asset is based on consideration of the total costs that would be
avoided by having this asset in place. The preliminary fair value of the trade name has been estimated using the relief from royalty method of the income
approach, which is based on the principle that the value of an intangible asset is equal to the present value of the after-tax royalty savings attributable to
owning the intangible asset. Key estimates and assumptions used in these models are projected revenues and expenses related to the asset, estimated
contributory asset charges, estimated costs to recreate the asset, and a risk-adjusted discount rate used to calculate the present value of the future expected
cash inflows or cash outflows avoided from the asset.
The final fair value determination of the identified intangible assets may differ from this preliminary determination, and such differences could be
material. Based on the preliminary valuation, approximately $48.9 million represents the fair value of identifiable intangible assets. Approximately $37.0
million represents the fair value of developed technology that will be amortized over an estimated useful life of 15 years, $7.9 million represents the fair
value of customer relationships that will be amortized over an estimated useful life of 10 years, and $3.4 million represents the fair value of trade names
that will be amortized over an estimated useful life of 5 years. The $0.6 million represents the fair value of in-process research and development
(“IPR&D”) with an indefinite useful life that will be evaluated for impairment annually, or more frequently if events or changes in circumstances indicate
that the asset might be impaired.
Revenue, Net Loss and Pro Forma Presentation
The Company recorded revenue from Arthrosurface of $4.2 million and a net loss of $4.0 million in the period from February 3, 2020 through
March 31, 2020. The unaudited pro forma information for the three months ended March 31, 2020 and 2019 was calculated after applying the Company’s
accounting policies and the impact of acquisition date fair value adjustments. The pro forma financial information presents the combined results of
operations of Anika Therapeutics, Inc. and Arthrosurface as if the acquisition had occurred on January 1, 2019 after giving effect to certain pro forma
adjustments. The pro forma adjustments reflected herein include only those adjustments that are factually supportable and directly attributable to the
Arthrosurface acquisition.
These pro forma adjustments include: (i) a net increase in amortization expense to record amortization expense for the $48.9 million of acquired
identifiable intangible assets, (ii) an adjustment to cost of product revenue based on the preliminary fair value inventory adjustment and the anticipated
inventory turnover (iii) a net decrease in interest expense as a result of eliminating interest expense and interest income related to Arthrosurface’s
borrowings that were settled in accordance with the Arthrosurface Merger Agreement, an adjustment to record the acquisition related transaction costs in
the period required, and (v) the tax effect of the pro forma adjustments using the Company’s blended U.S. federal and state tax rate of 25%. The effective
tax rate of the combined company could be materially different from the rate presented in this unaudited pro forma condensed combined financial
information. As a result of the transaction, the combined company may be subject to annual limitations on its ability to utilize pre-acquisition net operating
loss carryforwards to offset future taxable income. The amount of the annual limitation is determined based on the value of Anika immediately prior to the
ownership change. As further information becomes available, any such adjustment described above could be material to the amounts presented in the
unaudited pro forma condensed combined financial statements. The pro forma information does not purport to be indicative of the results of operations that
actually would have resulted had the combination occurred at the beginning of each period presented, or of future results of the consolidated entities.
The following table presents unaudited supplemental pro forma information (in thousands, except per share amounts):
For the Three Months Ended March 31,
2020
2019
$
35,819 $
31,494
1,601
22

Total revenue
Net income
Earnings per share:
Basic
Diluted
4.

$

0.11 $
0.11

0.00
0.00

Fair Value Measurements

The Company held U.S. treasury bills of $25.2 million and certificates of deposit of $1.3 million at March 31, 2020. The Company held U.S.
treasury bills of $27.5 million at December 31, 2019. Unrealized losses and the associated tax impact on the Company’s available-for-sale securities were
insignificant as of March 31, 2020 and December 31, 2019, respectively.
The Company’s investments are all classified within Levels 1 and 2 of the fair value hierarchy. The Company’s investments classified within
Level 1 of the fair value hierarchy are valued based on quoted prices in active markets. Level 2 investments are based on matrix pricing compiled by third
party pricing vendors, using observable market inputs such as interest rates, yield curves, and credit risk. For cash, current receivables, accounts payable,
and interest accrual, the carrying amounts approximate fair value, because of the short maturity of these instruments, and therefore fair value information is
not included in the table below. Contingent consideration related to the previously described business combinations are classified within Level 3 of the fair
value hierarchy as the determination of fair value uses considerable judgement and represents the Company’s best estimate of an amount that could be
realized in a market exchange for the asset or liability.
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The fair value hierarchy of the Company's cash equivalents, investments and liabilities at fair value was as follows:
Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets
Significant Other
Significant
for Identical Assets Observable Inputs Unobservable Inputs
March 31, 2020
(Level 1)
(Level 2)
(Level 3)
Amortized Cost
Cash equivalents:
Bank Certificates of Deposit
Money Market Funds
Total Cash equivalents

$
$

Investments:
Bank Certificates of Deposit
U.S. Treasury Bills
Total Investments

$
$

Other current and long-term liabilities:
Contingent Consideration - Short Term
Contingent Consideration - Long Term
Total Other current and long-term liabilities

$
$

250
51,682
51,932

$

1,250
25,202
26,452

$

4,303
40,251
44,554

$

$

$

$

51,682
51,682

$

250

$

-

$

$

250

$

-

$

25,202
25,202

$

1,250
1,250

$

-

$

-

$

-

$

4,303
40,251
44,554

$

$

$

$

$

$

$

250
51,682
51,932

1,250
25,027
26,277

4,303
40,251
44,554

Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets
Significant Other
Significant
for Identical Assets Observable Inputs Unobservable Inputs
December 31, 2019
(Level 1)
(Level 2)
(Level 3)
Amortized Cost
Cash equivalents:
Money Market Funds

$

48,971

$

48,971

$

-

$

-

$

48,971

Investments:
U.S. Treasury Bills

$

27,480

$

27,480

$

-

$

-

$

27,479

During fiscal years 2020 and 2019, there were no transfers between fair value levels.
Contingent Consideration
The following table provides a rollforward of the contingent consideration related to business acquisitions discussed in Note 3.
March 31,
2020
Balance, beginning
Additions
Payments
Change in fair value
Balance, ending

$

$

69,076
(24,522)
44,554

Under the Parcus Medical and Arthrosurface merger agreements, there are earn-out milestones totaling $100 million payable from 2020 to 2022.
Parcus Medical and Arthrosurface each have net sales earn-out milestones annually from 2020 to 2022, while Arthrosurface has regulatory earn-out
milestones in 2020 and 2021. Projected contingent payment amounts are discounted back to the current period using a discounted cash flow model or a
Monte Carlo simulation approach. The unobservable inputs used in the fair value measurement of the Company’s contingent consideration are the
probabilities of successful achievement, the weighted average cost of capital used for the Monte Carlo simulation, discount rate and the periods in which
the milestones are expected to be achieved. The discount rate used for the net sales and regulatory earn-out milestones was 6.1% for both Parcus Medical
and Arthrosurface. The probability of successful achievement of the regulatory earn-out milestones range from 60%-90% for Arthrosurface, which
remained unchanged from the acquisition date to March 31, 2020. The key variables that lead to a decrease in contingent consideration versus the
acquisition date are the decrease in in near term revenues due to the COVID pandemic and an increase in the weighted average cost of capital from 11.5%
to 13.5% for Arthrosurface and 14.5% to 16.0% for Parcus Medical. Increases or decreases in any of the probabilities of success in which milestones are
expected to be achieved would result in a higher or lower fair value measurement, respectively. Increases or decreases in the discount rate would result in a
lower or higher fair value measurement, respectively.
The fair value of contingent consideration is assessed on a quarterly basis. The $24.5 million decrease in fair value of the contingent consideration
as of March 31, 2020 was due to a decrease in the near term projections of revenue due to the COVID-19 pandemic.
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5.

Inventories
Inventories consist of the following:

Raw materials
Work-in-process
Finished goods
Total

$

Inventories
Other long-term assets

$

$

March 31,
December 31,
2020
2019
10,846 $
12,058
13,997
8,330
37,310
8,777
62,153 $
29,165
35,081 $
27,072

21,995
7,170

The increase in inventories for the three months ended March 31, 2020 reflected $24.7 of inventory recorded from the acquisitions of Parcus
Medical and Arthrosurface in January and February 2020 discussed in Note 3.
6.

Intangible Assets
Intangible assets as of March 31, 2020 and December 31, 2019 consisted of the following:

Developed technology
In-process research & development
Customer relationships
Distributor relationships
Patents
Tradenames
Total

Developed technology
In-process research & development
Distributor relationships
Patents
Elevess tradename
Total

Gross
Value
$
93,953
5,006
9,000
4,700
1,000
5,200
$ 118,859

Three months ended March 31, 2020
Less: Accumulated
Less:
Less:
Currency Translation Current Period
Accumulated
Net Book
Adjustment
Impairment Charge Amortization
Value
$
(2,986) $
(318) $
(9,958) $
80,691
(1,296)
3,710
(99)
8,901
(415)
(4,285)
(182)
(543)
275
(59)
5,141
$
(4,879) $
(318) $
(14,944) $
98,718

Weighted
Average Useful
Life
15
Indefinite
10
5
16
5
13

Gross
Value
$
17,100
4,406
4,700
1,000
1,000
$
28,206

December 31, 2019
Less: Accumulated
Less:
Less:
Currency Translation Current Period
Accumulated
Net Book
Adjustment
Impairment Charge Amortization
Value
$
(2,934) $
(389) $
(9,657) $
4,120
(1,234)
–
–
3,172
(415)
–
(4,285)
–
(176)
–
(531)
293
–
–
(1,000)
–
$
(4,759) $
(389) $
(15,473) $
7,585

Weighted
Average Useful
Life
15
Indefinite
5
16
9
11

The aggregate amortization expense related to intangible assets was $1.3 million and $0.3 million for the three-month periods ended March 31,
2020 and 2019, respectively.
In the first quarter of 2020, the Company acquired Parcus Medical and Arthrosurface as discussed in Note 3, which resulted in an increase of
$92.9 million of gross value in intangible assets. During the quarter ended March 31, 2020, the Company determined that it will not pursue CE Mark
renewals for certain of its products, which resulted in an impairment of $0.3 million in the three-month period ended March 31, 2020. The impairment is
included in the selling, general & administrative expenses on our condensed consolidated statements of operations.
The Company assessed the recoverability of intangible and long-lived assets besides goodwill and concluded no impairments existed as of March
31, 2020. If the pandemic's economic impact is more severe, or if the economic recovery takes longer to materialize or does not materialize as strongly as
anticipated, this could result in intangible or long-lived asset impairment charges.
7.

Goodwill

The Company assesses goodwill for impairment annually, or, under certain circumstances, more frequently, such as when events or changes in
circumstances indicate there may be impairment on each reporting unit. In connection with the evaluation of goodwill for impairment, the Company may
first consider qualitative factors to assess whether there are any indicators to suggest it is more likely than not that the fair value of a reporting unit may not
exceed its carrying amount. If after assessing such factors or circumstances, the Company determines it is more likely than not that the fair value of a
reporting unit is greater than its carrying amount, then a quantitative assessment is not required. If the Company chooses to bypass the qualitative
assessment, or if it chooses to perform a qualitative assessment but is unable to qualitatively conclude that no impairment has occurred, then the Company
will perform a quantitative assessment. If the estimated fair value of a reporting unit is less than its carrying value, an impairment charge is recognized for
the excess of the reporting unit’s carrying value over its fair value.
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As of December 31, 2019, the Company concluded that it operated as a single reporting unit and performed the 2019 goodwill impairment test
using a single reporting unit.
Changes in the carrying value of goodwill for the three months ended March 31, 2020 were as follows:
Three Months Ended Twelve Months Ended
March 31, 2020
December 31, 2019
$
7,694 $
7,851
(148)
(157)
44,400
(18,144)
$
33,802 $
7,694

Balance, beginning
Effect of foreign currency adjustments
Acquisitions
Impairment loss
Balance, ending

The increase in goodwill for the three months ended March 31, 2020 is related to the acquisitions of Parcus Medical and Arthrosurface Inc. in
January and February 2020 as further discussed in Note 3. As a result of the acquisitions, the Company now has two reporting units. The newly formed
reporting unit includes Parcus Medical and Arthrosurface, which share similar economic and qualitative characteristics. This reporting unit produces sports
medicine surgical tools, instruments and joint implants. The legacy Anika business remains in one reporting unit, which specializes in therapies based on its
hyaluronic acid, or HA, technology platform.
The widespread economic volatility resulting from the COVID-19 pandemic triggered impairment testing in the first quarter of 2020, and
accordingly, the Company performed interim impairment testing on the goodwill balances of its reporting units. For the legacy Anika reporting unit, the
Company performed a qualitative assessment including consideration of 1) general macroeconomic factors, 2) industry and market conditions, and 3) the
extent of the excess of the fair value over the carrying value indicated in prior impairment testing. The Company determined it was not more likely than not
that the fair value of the legacy Anika reporting unit is less than its carry amount and thus, goodwill was not impaired as of March 31, 2020.
U.S. government policy responses to the COVID-19 pandemic and the resulting changes in healthcare guidelines caused a temporary suspension
of domestic elective surgical procedures. As a result of these events during the quarter, the Company performed a quantitative assessment of goodwill
impairment related to the Parcus Medical and Arthrosurface reporting unit as of March 31, 2020. The Company then estimated the fair value of the Parcus
Medical and Arthrosurface reporting unit using a discounted cash flow method, which is based on the present value of projected cash flows and a terminal
value, which represents the expected normalized cash flows of the reporting units beyond the cash flows from the discrete projection period. The Company
determined that a discounted cash flow model provided the best approximation of fair value of the reporting unit for the purpose of performing the interim
impairment test.
This approach incorporates significant estimates and assumptions related to the forecasted results including revenues, expenses, the achievement
of certain cost synergies, terminal growth rates and discount rates to estimate future cash flows. While assumptions utilized are subject to a high degree of
judgment and complexity, the Company made reasonable assumptions to best estimate future cash flows under a high degree of economic uncertainty that
existed as of March 31, 2020. In developing its assumptions, the Company also considered observed trends of its industry participants.
The results of the interim impairment test indicated that the estimated fair value of the Parcus and Arthrosurface reporting unit was less than its
carrying value. This is primarily due to decreases in near term revenue and related cash flows as a result of the temporary suspension of domestic elective
procedures which directly impact the Parcus and Arthrosurface reporting unit. Consequently, a non-cash goodwill impairment charge was recorded as
reflected in the table above. If the pandemic's economic impact is more severe, or if the economic recovery takes longer to materialize or does not
materialize as strongly as anticipated, this could result in further goodwill impairment charges.
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8.

Leases
The components of lease expense and other information are as follows:
For the three months ended
March 31, 2020
March 31, 2019
$
37 $
7
$
44 $
574
522
2
63
52
$
681 $
576

Amortization of ROU Assets
Interest on finance lease liabilities
Finance lease expense
Operating lease expense
Short-term lease expense
Variable lease expense
Total lease expense

For the three months ended
March 31, 2020
March 31, 2019
Weighted Average Remaining Lease Term (in years)
Operating leases
Financing leases
Weighted Average Discount Rate
Operating leases
Financing leases
Other information
Operating cash flows from operating leases
Operating cash flows from financing leases

16.4
3.8

17.6
-

4.1%
5.1%
$
$

544
51

4.1%
$
$

497
-

Future commitments due under these lease agreements as of March 31, 2020 are as follows:
Years ended December 31,
2020 (Remaining 9 months)
2021
2022
2023
2024
Thereafter
Present value adjustment
Present value of lease payments
Less current portion included in accrued expenses and
other current liabilities
Total lease liabilities
9.

$

Operating Leases
Financing Leases
1,793 $
204 $
2,304
174
2,240
166
2,123
160
2,059
44
21,374
(8,681)
(66)
23,212
682
(1,481)
21,731 $

$

Accrued Expenses
Accrued expenses consist of the following:
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(214)
468 $

Total
1,997
2,478
2,406
2,283
2,103
21,374
(8,630)
23,894
(1,695)
22,199

March 31,
2020
Compensation and related expenses
Professional fees
Operating lease liability - current
Clinical trial costs
Acquisition related contingent consideration
Financing lease liability - current
Other
Total
10.

$

$

2,707 $
4,908
1,481
1,528
4,303
214
1,141
16,282 $

December 31,
2019
5,830
3,850
1,141
788
836
12,445

Commitments and Contingencies

In certain of its contracts, the Company warrants to its customers that the products it manufactures conform to the product specifications as in
effect at the time of delivery of the specific product. The Company may also warrant that the products it manufactures do not infringe, violate, or breach
any U.S. or international patent or intellectual property right, trade secret, or other proprietary information of any third party. On occasion, the Company
contractually indemnifies its customers against any and all losses arising out of, or in any way connected with, any claim or claims of breach of its
warranties or any actual or alleged defect in any product caused by the negligent acts or omissions of the Company. The Company maintains a products
liability insurance policy that limits its exposure to these risks. Based on the Company’s historical activity, in combination with its liability insurance
coverage, the Company believes the estimated fair value of these indemnification agreements is immaterial. The Company had no accrued warranties as of
March 31, 2020 or December 31, 2019 and has no history of claims paid.
The Company is also involved from time-to-time in various legal proceedings arising in the normal course of business. Although the outcomes of
these legal proceedings are inherently difficult to predict, the Company does not expect the resolution of these occasional legal proceedings to have a
material adverse effect on its financial position, results of operations, or cash flow.
11.

Revenue

The Company receives payments from its customers based on billing schedules established in each contract. Up-front payments and fees are
recorded as deferred revenue upon receipt or when due and may require deferral of revenue recognition to a future period until the Company performs its
obligations under these arrangements. Amounts are recorded as accounts receivable when the Company’s right to consideration is unconditional. As of
March 31, 2020, deferred revenue was $0.1 million.
The Company has agreements with DePuy Synthes Mitek Sports Medicine, a division of DePuy Orthopaedics, Inc. (“Mitek”) that include the
grant of certain licenses, performance of development services, and supply of product. Revenues from the agreements with Mitek represent 54% of total
Company revenues for the three-month period ended March 31, 2020. The Company has agreements with other customers that may include the delivery of
a license and supply of product.
Product and Total Revenue
Historically, the Company categorized our product offerings into four product families: Orthobiologics, Dermal, Surgical, and Other, which
included our ophthalmic and veterinary products. As a result of the Company’s acquisitions of Parcus Medical and Arthrosurface during the period ended
March 31, 2020, the Company now divides the product portfolio into three product families: Joint Pain Management, Orthopedic Joint Preservation and
Restoration, and Other.
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Product revenue by product family was as follows:
Three Months Ended March 31,
2020
2019
Joint Pain Management
Orthopedic Joint Preservation and Restoration
Other

$

$

25,483 $
7,896
2,018
35,397 $

22,850
163
1,704
24,717

Total revenue by geographic location was as follows:
Three Months Ended March 31,
2020
Total
Revenue
Geographic Location:
United States
Europe
Other
Total
12.

$

$

2019
Percentage of
Revenue

26,306
5,276
3,815
35,397

Total
Revenue

74% $
15%
11%
100% $

20,089
2,526
2,108
24,723

Percentage of
Revenue
81%
10%
9%
100%

Equity Incentive Plan

The Company estimates the fair value of stock options and stock appreciation rights (“SARs”) using the Black-Scholes valuation model. Fair
value of restricted stock awards (“RSAs”) and restricted stock units (“RSUs”) is measured by the grant-date price of the Company’s shares. Fair value of
performance restricted stock units (“PSUs”) is measured by the grant-date price of the Company’s shares with corresponding compensation cost recognized
over the requisite service period. Compensation cost is recognized based on the estimated probabilities of achieving the performance goals. Changes to the
probability assessment and the estimated shares expected to vest will result in adjustments to the related compensation cost that will be recorded in the
period of the change. If the performance targets are not achieved, no compensation cost is recognized, and any previously recognized compensation cost is
reversed.
The fair value of each stock option award during the three-month periods ended March 31, 2020 and 2019 was estimated on the grant date using
the Black-Scholes option-pricing model with the following assumptions:
Three Months Ended
March 31,
2020
2019
0.35% - 1.59% 2.44% - 2.54%
46.48% - 49.39% 44.34% - 44.41%
4.0
3.5
0.00%
0.00%

Risk free interest rate
Expected volatility
Expected life (years)
Expected dividend yield

The Company presents the expenses related to stock-based compensation awards in the same expense line items as cash compensation paid to
each of its employees as follows:

Cost of product revenue
Research & development
Selling, general & administrative
Total stock-based compensation expense

$

$

Three Months Ended
March 31,
2020
2019
146 $
92
196
177
(549)
1,117
(207) $
1,386

On January 29, 2020, the Company announced the unexpected death of its former President and Chief Executive Officer, Joseph Darling.
According to the terms of Mr. Darling’s equity award grants and the Anika Therapeutics, Inc. 2017 Omnibus Incentive Plan (the “2017 Plan”), the unvested
portion of his stock-based compensation was forfeited upon his death, resulting in a one-time benefit of $1.8 million that was fully recognized during the
three-month period ended March 31, 2020 within selling, general & administrative expenses.
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The following table sets forth share information for stock-based compensation awards granted and exercised during the three-month periods ended
March 31, 2020 and 2019:
Three Months Ended
March 31,
2020
2019
Grants:
Stock options
RSUs
PSUs
Exercises:
Stock options
Forfeitures:
Stock options
RSAs
RSUs
PSUs
Expirations:
Stock options

210,775
100,631
57,400

104,292
165,507
114,500

-

500

33,478
8,574
63,683
63,000

909
3,333
250
-

363

16,007

During the three-month period ended March 31, 2020, the Company granted stock-based compensation awards in the form of stock options, PSUs,
and RSUs to employees and RSUs to non-employee directors, the majority of which become exercisable or vest ratably over a three-year period. The PSUs
granted to employees contained performance conditions with business and financial targets. The business target, amounting to 40% of the total performance
conditions, will be measured based on achievement in the 2020-2022 fiscal years, while the financial targets, amounting to 60% of the total performance
conditions, will ultimately be measured with respect to the Company’s operating results in the 2020-2022 fiscal years. The Company recorded ($0.5)
million of stock-based compensation expense associated with PSUs for the three-month period ended March 31, 2020.
13.

Earnings Per Share (“EPS”)

Basic EPS is calculated by dividing net income by the weighted average number of shares outstanding during the period. Unvested restricted
shares, although legally issued and outstanding, are not considered outstanding for purposes of calculating basic earnings per share. Diluted EPS is
calculated by dividing net income by the weighted average number of shares outstanding plus the dilutive effect, if any, of outstanding stock options,
SARs, RSAs, RSUs, and PSUs using the treasury stock method.
The following table provides share information used in the calculation of the Company's basic and diluted earnings per share (in thousands):
Three Months Ended March 31,
2020
2019
14,202
14,185

Shares used in the calculation of basic earnings per share
Effect of dilutive securities:
Stock options, RSAs, PSUs and RSUs
Diluted shares used in the calculation of earnings per share

151
14,353

129
14,314

Stock options of 0.6 million and 1.0 million shares were outstanding for the three-month periods ended March 31, 2020 and 2019, respectively,
and were not included in the computation of diluted EPS because the awards’ impact on EPS would have been anti-dilutive.
14.

Accelerated Share Repurchase

In May 2019, the Company’s Board of Directors authorized a repurchase program of up to $50.0 million shares of the Company’s common stock
with $30.0 million to be repurchased through an accelerated share repurchase program and up to $20.0 million to be potentially repurchased on the open
market from time-to-time. On May 7, 2019, the Company entered into an accelerated share repurchase agreement with Morgan Stanley & Co. LLC
(“Morgan Stanley”) pursuant to a Fixed Dollar Accelerated Share Repurchase Transaction (“ASR Agreement") to purchase $30.0 million of shares of its
common stock. Pursuant to the terms of the ASR Agreement from May 2019 to January 2020, the Company repurchased 0.6 million shares under the ASR
Agreement at an average repurchase price of $50.78 per share. The ASR Agreement settled on January 14, 2020. Through March 31, 2020, no open market
repurchases had been executed.
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15.

Income Taxes

In response to the COVID-19 pandemic, the Coronavirus Aid, Relief and Economic Security Act (CARES Act) was signed into law in March
2020. The CARES Act includes several provisions that provide economic relief for individuals and businesses. The Company will continue to evaluate the
impact of the CARES Act, but does not expect it to result in a material impact.
The provision for income taxes was $1.6 million for the three-month period ended March 31, 2020, based on an effective tax rate of 21.4%. The
provision for income taxes was $1.5 million for the three-month period ended March 31, 2019, based on effective tax rates of 24.6%. The net decrease in
the effective tax rate for the three-month period ended March 31, 2020, as compared to the same period in 2019, was primarily due to the $1.9 million tax
expense on the impairment of non-tax deductible goodwill offset by the $2.0 million tax benefit on the decrease in the fair value of the contingent
consideration, both recognized in the first quarter of 2020. In addition, the Company recorded a $0.4 million tax windfall for the three-month period ended
March 31, 2020 related to exercises of employee equity awards. The Company recognized a net deferred tax liability of $11.2 million primarily due to
intangible assets and inventory step up offset by net operating losses and Research & Development tax credits associated with the Arthrosurface acquisition
discussed in Note 3.
The Company files income tax returns in the United States on a federal basis, in certain U.S. states, and in Italy. The associated tax filings remain
subject to examination by applicable tax authorities for a certain length of time following the tax year to which those filings relate.
In connection with the preparation of the financial statements, the Company assesses whether it was more likely than not that it would be able to
utilize, in future periods, the net deferred tax assets associated with its net operating loss carry-forward. The Company has concluded that the positive
evidence outweighs the negative evidence and, thus, the deferred tax assets not otherwise subject to a valuation allowance are realizable on a “more likely
than not” basis. As such, the Company did not record a valuation allowance as of March 31, 2020 or December 31, 2019.
16.

Subsequent Event - Revolving Credit Agreement

As of March 31, 2020, there were no outstanding borrowings under the Credit Agreement. On April 8, 2020, the Company submitted a loan notice
to draw down the $50.0 million available under its existing credit facility, with an initial applicable interest of 2.08%. The credit facility will mature in
October 2022, and the Company may prepay the credit facility at any time without penalty. Proceeds from the borrowing may be used for purposes
permitted under the Credit Agreement, including for working capital and general corporate purposes.
The existing credit facility was entered into on October 24, 2017. The Company, as borrower, entered into a new five-year agreement with Bank of
America, N.A., as administrative agent, swingline lender and issuer of letters of credit, for a $50.0 million senior revolving line of credit (the “Credit
Agreement”). Subject to certain conditions, the Company may request up to an additional $50.0 million in commitments for a maximum aggregate
commitment of $100.0 million, which requests must be approved by the Revolving Lenders (as defined in the Credit Agreement). Loans under the Credit
Agreement generally bear interest equal to, at the Company’s option, either: (i) LIBOR plus the Applicable Margin, as defined below, or the (ii) Base Rate,
defined as the highest of: (a) the Federal Funds Rate plus 0.50%, (b) Bank of America, N.A.’s prime rate and (c) the one month LIBOR adjusted daily plus
1.0%, plus the Applicable Margin. The Applicable Margin ranges from 0.25% to 1.75% based on the Company’s consolidated leverage ratios at the time of
the borrowings under the Credit Agreement. The Company has agreed to pay a commitment fee in an amount that is equal to 0.25% per annum on the
actual daily unused amount of the credit facility and that is due and payable quarterly in arrears. Loan origination costs are included in Other long-term
assets and are being amortized over the five-year term of the Credit Agreement. As of December 31, 2019 and 2018, there were no outstanding borrowings
under the Credit Agreement and the Company was in compliance with the terms of the Credit Agreement. The Credit Agreement contains customary
representations, warranties, affirmative and negative covenants, including financial covenants, events of default, and indemnification provisions in favor of
the Lenders. These include restrictive covenants that require the Company not to exceed certain maximum leverage and interest coverage ratios, limit its
incurrence of liens and indebtedness, and its entry into certain merger and acquisition transactions or dispositions and place additional restrictions on other
matters, all subject to certain exceptions. The Lender has been granted a first priority lien and security interest in substantially all of the Company’s assets,
except for certain intangible assets.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (amounts
in thousands, except per share amounts or as otherwise noted)

You should read the following discussion in conjunction with our financial statements and related notes appearing elsewhere in this report. In
addition to historical information, this report contains "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934 concerning our business, consolidated financial condition, and results of operations. The Securities and
Exchange Commission ("SEC") encourages companies to disclose forward-looking statements so that investors can better understand a company’s
prospects and make informed investment decisions. Forward-looking statements are subject to risks and uncertainties, many of which are outside our
control, which could cause actual results to differ materially from these statements. Therefore, you should not rely on any of these forward-looking
statements. Forward-looking statements can be identified by such words as "will," "likely," "may," "believe," "expect," "anticipate," "intend," "seek,"
"designed," "develop," "would," "future," "can," "could," “estimate,” “potential,” and other expressions that are predictions of or indicate future events and
trends and that do not relate to historical matters. All statements other than statements of historical facts included in this report regarding our strategies,
prospects, financial condition, operations, costs, plans, and objectives are forward-looking statements. Examples of forward-looking statements include,
among others, statements regarding the effect of COVID-19 and related impacts on our business, operations, and financial results, expected future
operating results, expectations regarding the timing and receipt of regulatory results, anticipated levels of capital expenditures, and expectations of the
effect on our financial condition of claims, litigation, and governmental and regulatory proceedings.
Please also refer to those factors described in “Part I, Item 1A. Risk Factors” of our Annual Report on Form 10-K for the year ended December
31, 2019 and in Part II, Item 1A “Risk Factors” of this report for important factors that we believe could cause actual results to differ materially from those
in our forward-looking statements. Any forward-looking statement made by us in this report is based only on information currently available to us and
speaks only as of the date on which it is made. We undertake no obligation to publicly update any forward-looking statement, whether written or oral, that
may be made from time to time, whether as a result of new information, future developments or otherwise.
Management Overview
We are a global, integrated joint preservation and regenerative therapies company based in Bedford, Massachusetts. Our mission is to be the global
leader in orthopedic joint therapies and sports medicine with innovative technologies that exceed our customers’ expectations. We are committed to
delivering solutions to improve the lives of patients across a continuum of care from joint pain management and regenerative therapies to sports medicine
and orthopedic joint preservation and restoration. We have nearly thirty years of global expertise commercializing more than twenty products based on our
hyaluronic acid, or HA, technology platform, and we are focused on adding innovative and differentiated offerings to our consolidated portfolio. Our
proprietary technologies for modifying the HA molecule allow product properties to be tailored specifically to multiple therapeutic uses. Certain of our
technology chemically modifies HA to allow for longer residence time in the body. We have two forms of cross-linked HA gel technologies, and a solid
form of HA technology – HYAFF which is our platform for regenerative medicine. These proprietary technologies are protected by an extensive portfolio
of owned and licensed patents.
As we look towards the future, our business is uniquely positioned to capture value within the sports and regenerative medicine market. Our
success is driven by our focus on our talent and culture, investment in innovative research and development programs to feed our product pipeline,
expanding our commercial footprint domestically and internationally, and pursuing strategic inorganic growth opportunities. We intend to continue to
accelerate our commercial capabilities as we transform into a customer-centric company dedicated to advancing the joint preservation and restoration
continuum of care. We believe that this commitment, along with our financial resources and operating history, have positioned us well to deliver sustained
value to our shareholders,
In early 2020, we expanded our overall technology platform through our strategic acquisitions of Parcus Medical, LLC, or Parcus Medical, a
sports medicine implant and instrumentation solutions provider focused on surgical repair and reconstruction of ligaments and tendons, and Arthrosurface,
Incorporated, or Arthrosurface, a joint preservation technology company specializing in less invasive, bone preserving partial and total joint replacement
solutions. We expect the Parcus Medical and Arthrosurface acquisitions to drive growth by:
•
•
•
•
•

Broadening our product portfolio further into the sports medicine joint preservation and restoration space;
Adding high-growth potential revenue streams;
Expanding our commercial capabilities;
Diversifying our revenue base; and
Expanding our product pipeline and research and development expertise.
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In addition, we believe that our historical HA and regenerative medicine expertise will be highly complementary to the sports medicine implants
and instrumentation expertise of Parcus Medical and the partial and total joint replacement expertise of Arthrosurface. We believe that the combination of
these three businesses positions us to provide innovative solutions along the orthopedic continuum of care and build significant value for patients,
physicians, and key healthcare system stakeholders.
Since our inception in 1992 through mid-2019, we utilized a commercial partnership model for the distribution of our products to end-users. Our
strong, worldwide network of distributors has historically provided, and continues to provide, a solid foundation for our revenue growth and territorial
expansion. In 2019, we implemented a hybrid commercial approach that comprises a small direct model with a network of distributor partners in the U.S.
market, and we utilized this hybrid approach for the launch of TACTOSET in the second half of 2019. The acquisitions of Arthrosurface and Parcus
Medical each added to our commercial infrastructure, especially in the United States. Arthrosurface has approximately 35 sales representatives and 100
distributors in the U.S., while Parcus Medical employs a similar, though more mature, model as us and has over 50 U.S. distributors in place.
For products in our Orthopedic Joint Preservation and Restoration family, including those currently in research and development or those not yet
developed, we intend to leverage the expanded hybrid-direct sales infrastructure of the consolidated entity. This framework pairs an internal direct sales
team with external sales agent partners to maximize territorial coverage and sales generation. Generally, products within this family are sold into surgical
environments, such as hospitals or ambulatory surgery centers, and we believe that we have a strong infrastructure now in place to service these customers.
We intend to cross-train the sales staffs to create a consolidated sales structure selling all of the products within our portfolio. We also intend to assess each
selling territory to maximize our coverage and reach as many customers and patients as possible.
For longer-term future products in the U.S. market within our Joint Pain Management or Other families, we intend to evaluate our commercial
model and possible alternatives or augmentations in each instance on a case-by-case basis, based on market dynamics and other factors. These models
could include direct sales, distribution partnerships, or a hybrid of those forms. For current products in the U.S. market, we intend to retain our current
distribution relationships, including with DePuy Synthes Mitek Sports Medicine, a division of DePuy Orthopaedics, or Mitek, as they continue to provide
meaningful revenue and growth opportunities.
Please see the section captioned “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations-Management
Overview” in our Annual Report on Form 10-K for the year ended December 31, 2019, for a description of each of the above therapeutic areas, including
the individual products.
Key Developments during the Quarter Ended March 31, 2020
•

•
•
•

We completed the acquisitions of Parcus Medical, a sports medicine implant and instrumentation solutions provider focused on surgical repair
and reconstruction of ligaments and tendons, and Arthrosurface, a joint preservation technology company specializing in less invasive partial
joint replacement solutions. After closing the transactions, we began to execute our integration plans and started to see benefits to commercial
operations and our product pipeline.
Our Board of Directors appointed Dr. Cheryl Blanchard as the Company’s Interim Chief Executive Officer effective February 12, 2020 to
succeed Mr. Joseph Darling, our former CEO who passed unexpectedly in late January. Dr. Blanchard was formally named President and Chief
Executive Officer on April 26, 2020.
We expanded our experienced executive team with the addition of David Colleran as Executive Vice President, General Counsel and Corporate
Secretary.
We completed our $30.0 million accelerated share repurchase program in January 2020, under which we repurchased approximately 600,000
shares of our outstanding common stock.

COVID-19 Pandemic
In March 2020, the World Health Organization declared the spread of the COVID-19 virus a pandemic. This pandemic has caused an economic
downturn on a global scale, as well as significant volatility in the financial markets. The Company cannot at this time predict the impact that the COVID-19
pandemic will have on its full year financial condition and operations, although we are continuing to monitor our operations for COVID-19 pandemic
related changes. In this time of uncertainty as a result of the COVID-19 pandemic, we are focused on serving our customers while taking every precaution
to provide a safe work environment for our employees and customers. We have established and implemented a work from home provision where possible.
We may have to take further actions that we determine are in the best interests of our employees or as required by federal, state, or local authorities. To
date, we do not anticipate disruption to our ability to supply products to our customers. Our commercial day-to-day operations have been impacted due to
the worldwide cancellation or delay of elective procedures, and timelines associated with certain clinical studies and research and development programs
have been delayed. While the impact has been limited to these items to date, we caution that there continues to be a possibility for potential future
implementation of certain additional restrictions. The impact of these restrictions on our operations, if implemented, is currently unknown but could be
significant.
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Research and Development
Our research and development efforts primarily consist of the development of new medical applications for our technology platform, the
development of intellectual property with respect to our technology platform, the management of clinical trials for certain product candidates, the
preparation and processing of applications for regulatory approvals, and process development and scale-up manufacturing activities for our existing and
new products. Our development focus is orthopedic and regenerative medicine and includes products for tissue protection, repair, and regeneration, and we
believe that our HA and surgical platform technologies provide broad pipeline versatility and expansion opportunities within this targeted space. We
routinely interact with key external stakeholders to leverage customer and patient insights in our development process to ensure that we bring needed
therapies to the market. We anticipate that we will continue to commit significant resources in the near future to research and development activities,
including in relation to preclinical activities and clinical trials. These activities are aimed at the delivery of a steady cascade of new product development
and launches over the next several years. The COVID-19 pandemic, however, has resulted in a significant decline in elective procedures worldwide. This
decline has impacted our ability to enroll patients in our clinical trials. Given the uncertainty around the scale and duration of the COVID-19 pandemic, it is
difficult to predict the precise impact on our clinical activities.
Our third generation, single-injection osteoarthritis product under development in the United States, CINGAL, is a joint pain management therapy
composed of our proprietary cross-linked HA material combined with an approved steroid, is designed to provide both short- and long-term pain relief to
patients, and is a main pipeline product and a component of our growth strategy. In pursuing a U.S. regulatory pathway for CINGAL, we have conducted
two Phase III clinical trials and two follow-up studies, and the United States Food and Drug Administration, or FDA, has indicated an additional Phase III
trial is necessary to support U.S. approval. We are currently working to initiate a pilot study to confirm our trial design, increase our probability of success
in a Phase III trial and generate data that ultimately will be needed to support FDA approval. As a result of the COVID-19 pandemic, we no longer expect
to commence the CINGAL pilot study in the first half of 2020. Given the evolving environment, we will update product development and clinical trial
timelines after we have more visibility with respect to the length and regional impacts of the COVID-19 pandemic.
We have several research and development programs underway for new products, including for HYALOFAST (in the United States), an
innovative product for cartilage tissue repair, and other early stage regenerative medicine development programs. We commenced patient enrollment in a
Phase III clinical trial in December 2015 and advanced site initiations and patient enrollment activities. Given the changing medical landscape with respect
to the randomization arm for this trial, the microfracture procedure, we are also actively pursuing other alternative strategies to accelerate patient
enrollment. We also have several other research and development programs underway focused on expanding the joint preservation and regenerative
medicine product portfolio.
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Results of Operations
Three Months Ended March 31, 2020 Compared to Three Months Ended March 31, 2019

Product revenue
Licensing, milestone and contract revenue
Total revenue

Three Months Ended March 31,
2020
2019
$ Inc/(Dec)
(in thousands, except percentages)
35,397 $
24,717 $
10,680
6
(6)
35,397
24,723
10,674

$

Operating expenses:
Cost of product revenue
Research & development
Selling, general & administrative
Goodwill impairment
Change in fair value of contingent consideration
Total operating expenses
Income from operations
Interest and other income, net
Income before income taxes
Provision for income taxes
Net income

14,200
6,050
14,431
18,144
(24,522)
28,303
7,094
279
7,373
1,580
5,793
$
21,197 $
60%

$
$

Product gross profit
Product gross margin

7,311
4,258
7,672
19,241
5,482
498
5,980
1,473
4,507
$
17,406 $
70%

% Inc/(Dec)

6,889
1,792
6,759
18,144
(24,522)
9,062
1,612
(219)
1,393
107
1,286
3,791

43%
(100%)
43%
94%
42%
88%
47%
29%
(44%)
23%
7%
29%
22%

Product Revenue
Product revenue for the three-month period ended March 31, 2020 was $35.4 million, an increase of $10.7 million as compared to $24.7 million
for the three-month period ended March 31, 2019. For the three-month period ended March 31, 2020, the increase in product revenue was primarily driven
by growth across our product portfolio, especially in our orthopedic joint preservation and restoration product family, as a result of the acquisitions of
Parcus Medical and Arthrosurface, as well as the global growth of the joint pain management business.
Historically, we categorized our product offerings into four product families: Orthobiologics, Dermal, Surgical, and Other, which included our
ophthalmic and veterinary products. As a result of the Company’s acquisitions of Parcus Medical and Arthrosurface during the period ended March 31,
2020, we now divide our product portfolio into three product families: Joint Pain Management, Orthopedic Joint Preservation and Restoration, and Other.
The following tables present product revenue by product group:

2020
Joint Pain Management
Orthopedic Joint Preservation and Restoration
Other

$

$

Three Months Ended March 31,
2019
$ Inc/(Dec)

25,483 $
7,896
2,018
35,397 $

22,850 $
163
1,704
24,717 $

2,633
7,733
314
10,680

% Inc/(Dec)
12%
4,744%
18%
43%

Joint Pain Management
Our Joint Pain Management product family consists of injectable viscosupplement products that provide pain relief from osteoarthritis, or OA,
conditions. These products include MONOVISC, ORTHOVISC, and CINGAL, all widely-used, HA-based viscosupplements utilized to treat OA pain in
humans, as well as HYVISC, an HA-based treatment for equine osteoarthritis pain. Overall, revenue from joint pain management therapies increased 12%
for the three-month period ended March 31, 2020, as compared to the same period in 2019. The increase was primarily driven by increased revenue from
CINGAL and MONOVISC.
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Orthopedic Joint Preservation and Restoration
Our Orthopedic Joint Preservation and Restoration product family consists of the following key products:
·

Arthrosurface’s catalogue of over 150 partial and total joint surface implants and preservation solutions for the knee, shoulder, hip, ankle, wrist
and toe that are designed to treat upper and lower extremity orthopedic conditions caused by trauma, injury and arthritic disease. These products
are designed to be less invasive and more bone preserving than conventional joint replacements. These products are available in the United States
and over 25 international markets.

·

Parcus Medical’s line of surgical implant and instrumentation solutions are used by surgeons to repair and reconstruct damaged ligaments and
tendons due to sports injuries, trauma and disease. These solutions include screws, sutures, anchors, and other surgical systems that facilitate
surgical procedures on the shoulder, knee, hip, distal extremities, and soft tissue. They are typically utilized by surgeons in ambulatory surgical
center, or ASC, and hospital environments. These products are commercialized in the United States and over 60 international markets.

·

HYALOFAST, a biodegradable, HYAFF-based support for human bone marrow mesenchymal stem cells used for cartilage regeneration and as an
adjunct for microfracture surgery. This product is currently available in Europe, South America, Asia, and certain other international markets.

·

TACTOSET, an HA-enhanced bone repair therapy designed to treat insufficiency fractures. TACTOSET is available in the United States, and we
expect to leverage the commercial infrastructure of our recent acquisitions to increase market access to sell TACTOSET.

For the three-month period ended March 31, 2020, Orthopedic Joint Preservation and Restoration product revenue increased by $7.7 million to
$7.9 million as compared to the same period in 2019 resulting primarily from the additions of the Arthrosurface and Parcus Medical product portfolios.
Other
Our Other product family consists of legacy HA-based products that do not fit into one of our other primary product categories. These products
include:
·

Advanced wound care products based on our HYAFF technology which are used to treat skin wounds, ranging from burns to diabetic ulcers. The
products cover a variety of wound treatment solutions, including debridement agents, advanced therapies to aid healing, and scaffolds used as skin
substitutes. Leading products include HYALOMATRIX and HYALOFILL, which are used for the treatment of complex wounds such as burns and
ulcers.

·

Products used in connection with the treatment of ENT (ears, nose and throat) disorders. The lead product is MEROGEL, a HYAFF-based woven
fleece nasal packing. We have partnered with Medtronic XoMed, Inc., or Medtronic, for worldwide distribution of these ENT products.

·

Ophthalmic products, including injectable, high molecular weight HA products used as viscoelastic agents in ophthalmic surgical procedures such
as cataract extraction and intraocular lens implantation.

Other product revenue increased for the three-month period ended March 31, 2020 by $0.3 million or 18%, as compared to the corresponding
period in 2019.
Product Gross Profit and Margin
Product gross profit for the three-month period ended March 31, 2020 increased $3.8 million to $21.2 million, representing a 60% product gross
margin, for the period. The decrease in product gross margin for the three-month period ended March 31, 2020, as compared to the same period in 2019,
was primarily due to fair valuation of inventory purchased associated with the two newly acquired companies. The inventory fair-value markup and
amortization of acquired intangible assets resulted in an increase of cost of goods sold by approximately $3.0 million.
Research and Development
Research and development expenses for the three-month period ended March 31, 2020 were $6.1 million, an increase of $1.8 million as compared
to the same period in 2019. The increases in research and development expense were primarily due to preparation activities for the Cingal Pilot study,
certain European post-market clinical studies, and product development activities associated with the development of product candidates in our research
and development pipeline at the legacy Anika business as well as at the recently acquired Parcus Medical and Arthrosurface business.
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Selling, General and Administrative
Selling, general and administrative (“SG&A”) expenses for the three-month period ended March 31, 2020 were $14.4 million, an increase of $6.8
million, as compared to the same period in 2019. The increase in SG&A expenses for the three-month period ended March 31, 2020 was related to the
Company’s newly acquired sales infrastructure and expenses related to the acquisitions of Parcus Medical and Arthrosurface during the first quarter of
2020, partially offset by a decrease in stock compensation expense in the three-month period ended March 31, 2020 due to the forfeiture of unvested
awards.
Goodwill Impairment Charge
We assess goodwill for impairment annually, or, under certain circumstances, more frequently, such as when events or changes in circumstances
indicate there may be impairment. U.S. government policy responses to the COVID-19 pandemic and the resulting changes in healthcare guidelines caused
a temporary suspension of domestic elective surgical procedures. As a result of these events during the quarter, we performed a quantitative assessment of
goodwill impairment related to the Parcus and Arthrosurface reporting unit as of March 31, 2020. The results of these interim impairment tests indicated
that the estimated fair value of this reporting unit was less than its carrying value. Consequently, a non-cash goodwill impairment charge of $18 million was
recorded in the quarter ended March 31, 2020. The decline in fair value was primarily due to decreases in immediate term revenue and related cash flows as
a result of the temporary suspension of domestic elective procedures which directly impact the Parcus and Arthrosurface reporting unit.
Contingent Consideration Fair Value Change
In the quarter ended March 31, 2020, we recorded a net benefit of $24.5 million related to the change in fair value of our contingent consideration
liabilities incurred as a result of the acquisition of Parcus Medical and Arthrosurface in January and February of 2020. The liability for contingent
consideration is remeasured at each reporting period until the contingency is resolved. The decrease in fair value of the contingent consideration as of
March 31, 2020 is a result of result of a decrease in the near term projections of revenue due to the COVID-19 pandemic.
Income Taxes
The provision for income taxes was $1.6 million for the three-month period ended March 31, 2020, based on an effective tax rate of 21.4%. The
provision for income taxes was $1.5 million for the three-month periods ended March 31, 2019, based on effective tax rates of 24.6%. The net decrease in
the effective tax rate for the three-month period ended March 31, 2020, as compared to the same period in 2019, was primarily due to the $1.9 million tax
expense on the impairment of non-tax deductible goodwill offset by the $2.0 million tax benefit on the decrease in the fair value of the contingent
consideration, both recognized in the first quarter of 2020. In addition, we recorded a $0.4 million tax windfall for the three-month period ended March 31,
2020 related to exercises of employee equity awards.
Non-GAAP Financial Measures
Adjusted EBITDA
We present information below with respect to adjusted EBITDA, which we define as our net income excluding interest and other income, net,
income tax benefit (expense), depreciation and amortization, stock-based compensation, and acquisition related expenses. In light of the COVID-19
pandemic, we have also excluded the impacts of goodwill impairment charges and changes in the fair value of contingent consideration associated with our
recent acquisition transactions. This financial measure is not based on any standardized methodology prescribed by accounting principles generally
accepted in the United States (“GAAP”) and are not necessarily comparable to similarly titled measures presented by other companies.
We have presented adjusted EBITDA because it is a key measure used by our management and board of directors to understand and evaluate our
operating performance and to develop operational goals for managing our business. We believe this financial measure helps identify underlying trends in
our business that could otherwise be masked by the effect of the expenses that we exclude. In particular, we believe that the exclusion of the expenses
eliminated in calculating adjusted EBITDA can provide a useful measure for period-to-period comparisons of our core operating performance.
Accordingly, we believe that adjusted EBITDA provides useful information to investors and others in understanding and evaluating our operating results,
enhancing the overall understanding of our past performance and future prospects, and allowing for greater transparency with respect to key financial
metrics used by our management in its financial and operational decision-making.

26

Adjusted EBITDA is not prepared in accordance with GAAP, and should not be considered in isolation of, or as an alternative to, measures
prepared in accordance with GAAP. There are a number of limitations related to the use of adjusted EBITDA rather than net income (loss), which is the
nearest GAAP equivalent. Some of these limitations are:
·

adjusted EBITDA excludes depreciation and amortization, and, although these are non-cash expenses, the assets being depreciated or amortized
may have to be replaced in the future, the cash requirements for which are not reflected in adjusted EBITDA;

·

we exclude stock-based compensation expense from adjusted EBITDA although (a) it has been, and will continue to be for the foreseeable future,
a significant recurring expense for our business and an important part of our compensation strategy and (b) if we did not pay out a portion of our
compensation in the form of stock-based compensation, the cash salary expense included in operating expenses would be higher, which would
affect our cash position;

·

we exclude acquisition related expenses, including impacts of purchase price accounting, such as the impact of inventory fair-value step up on cost
of goods sold, amortization and depreciation of acquired assets, transactions costs, and other related expenses;

·

we exclude goodwill impairment charges and changes in the fair value of contingent consideration as a result of the COVID-19 pandemic;

·

the expenses and other items that we exclude in our calculation of adjusted EBITDA may differ from the expenses and other items, if any, that
other companies may exclude from adjusted EBITDA when they report their operating results;

·

adjusted EBITDA does not reflect changes in, or cash requirements for, working capital needs;

·

adjusted EBITDA does not reflect provision for (benefit from) income taxes or the cash requirements to pay taxes; and

·

adjusted EBITDA does not reflect historical cash expenditures or future requirements for capital expenditures or contractual commitments.
The following is a reconciliation of net income to adjusted EBITDA for the three-month periods ended March 31, 2020 and 2019, respectively:

Net income
Interest and other income, net
Provision for income taxes
Depreciation and amortization
Stock-based compensation
Acquisition related expenses
Goodwill impairment
Change in fair value of contingent consideration
Adjusted EBITDA

$

$

Three Months Ended March 31,
2020
2019
5,793 $
4,507
(279)
(498)
1,580
1,473
1,673
1,477
(207)
1,386
7,326
18,144
(24,522)
9,508 $
8,345

Adjusted EBITDA in the three-month period ended March 31, 2020, increased $1.2 million as compared with the comparable period in 2019. The
increase in adjusted EBITDA for the period was primarily due to an increase in total revenue, partially offset by increases in cost of product revenue and
selling and marketing expenses.
Adjusted Net Income and Adjusted EPS
We present information below with respect to adjusted net income and adjusted diluted earnings per share (“adjusted EPS”), which we define as
our net income excluding acquisition related expenses and the impacts of goodwill impairment charges and changes in the fair value of contingent
consideration, each on a tax effected basis. Acquisition related expenses are those that we would not have incurred except as a direct result of acquisition
transactions. Acquisition related expenses consist of investment banking, legal, accounting, and other professional and related expenses and the impact of
purchase accounting, associated with acquisition transactions. In the context of adjusted net income, the impact of purchase accounting includes the
amortization of inventory step up and the amortization of intangible assets recorded as part of purchase accounting for acquisition transactions. The
amortized assets contribute to revenue generation, and the amortization of such assets will recur in future periods until such assets are fully amortized.
These assets include the estimated fair value of certain identified assets acquired in acquisitions, including in-process research and development, developed
technology, customer relationships and acquired trade name. We define adjusted EPS as GAAP diluted earnings per share excluding acquisition related
costs on a tax-adjusted per share basis. As a result of COVID-19, we also exclude the impacts of goodwill impairment charges and changes in the fair value
in contingent consideration associated with the acquisition transactions, each on a tax effected basis if applicable. This financial measure is not based on
any standardized methodology prescribed by GAAP and is not necessarily comparable to similarly titled measures presented by other companies.
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We have presented adjusted net income and adjusted EPS because they are key measures used by our management and board of directors to
understand and evaluate our operating performance and to develop operational goals for managing our business. We believe these financial measures help
identify underlying trends in our business that could otherwise be masked by the effect of the expenses that we exclude. In particular, we believe that the
exclusion of the expenses eliminated in calculating adjusted net income and adjusted EPS can provide useful measures for period-to-period comparisons of
our core operating performance. Accordingly, we believe that adjusted net income and adjusted EPS provide useful information to investors and others in
understanding and evaluating our operating results, enhancing the overall understanding of our past performance and future prospects, and allowing for
greater transparency with respect to key financial metrics used by our management in its financial and operational decision-making.
The following is a reconciliation of adjusted net income to net income for the three-month periods ended March 31, 2020 and 2019, respectively:

Net income
Acquisition related expenses, tax effected
Goodwill impairment, tax effected
Change in fair value contingent consideration, tax effected
Adjusted net income

$

$

Three Months Ended March 31,
2020
2019
5,793 $
4,507
5,593
15,773
(20,682)
6,477 $
4,507

The following is a reconciliation of adjusted diluted EPS to diluted EPS for the three-month periods ended March 31, 2020 and 2019, respectively:
(in thousands, expect per share data):

Diluted earnings per share (EPS)
Acquisition related expenses per share, tax effected
Goodwill impairment per share, tax effected
Change in fair value contingent consideration per share, tax effected
Adjusted diluted EPS

$

Three Months Ended March 31,
2020
2019
0.40 $
0.31
0.39
1.10
(1.44)
0.45
0.31

Adjusted net income and adjusted diluted EPS in the three-month period ended March 31, 2020 increased $2.0 million and $0.14 as compared
with the comparable period in 2019. The increase for the period was primarily due to an increase in total revenue, partially offset by increases in cost of
product revenue and selling and marketing expenses.
Liquidity and Capital Resources
We require cash to fund our operating expenses and to make capital expenditures. We expect that our requirements for cash to fund these uses will
increase as our operations expand. Historically we have generated positive cash flow from operations, which, together with our available cash, investments,
and debt, have met our cash requirements. Cash, cash equivalents, and investments aggregated $92.3 million and $184.9 million, and working capital
totaled $134.9 million and $218.0 million as of March 31, 2020 and December 31, 2019, respectively. We are closely monitoring our liquidity and capital
resources for any potential impact that the COVID-19 pandemic may have on our operations. As a precautionary measure, we executed a drawdown of
$50.0 million from our existing credit facility with Bank of America on April 8, 2020. The Company’s credit facility has an additional $50.0 million
accordion feature that it could potentially access in the future. In addition, we are exploring other sources of funding aimed at further supporting our
liquidity profile, as well as maintaining business and organizational continuity through the pandemic. In parallel, we have implemented a number of
internal short-term expense controls and are prioritizing business initiatives to conserve cash flow.
Cash provided by operating activities was $1.0 million for the three-month period ended March 31, 2020, as compared to cash provided by
operating activities of $8.5 million for the same period in 2019. The decrease was primarily attributable to the decrease in accrued operating expenses and
the increase in inventory for the three-month period ended March 31, 2020.
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Cash used in investing activities was $92.5 million for the three-month period ended March 31, 2020, as compared to cash used in investing
activities of $1.9 million for the same period in 2019. The change was primarily due to the consideration paid for the acquisitions of Parcus Medical and
Arthrosurface in the three-month period ended Marth 31, 2020.
Cash used by financing activities was $0.1 million for the three-month period ended March 31, 2020, as compared to cash used by financing
activities of $0.1 million for the same period in 2019. In both periods, the cash used in financing activities was attributable to utilization of cash for
employee tax withholding in exchange for shares surrendered by equity award holders.
Critical Accounting Policies and Estimates
There were no other significant changes in our critical accounting policies or estimates during the three months ended March 31, 2020 to augment
the critical accounting estimates disclosed under the heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in
our Annual Report on Form 10-K for the fiscal year ended December 31, 2019, other than those described below.
Business Combinations and Contingent Consideration
Amounts paid for acquisitions are allocated to the intangible and tangible assets acquired and liabilities assumed, if any, based on their fair values
at the dates of acquisition. This purchase price allocation process requires management to make significant estimates and assumptions with respect to
intangible assets and deferred revenue obligations. Critical estimates include, but are not limited to, future expected cash flows, including projected
revenues and expenses, and the applicable discount rates. The fair value of identifiable intangible assets is based on detailed valuations that use information
and assumptions determined by management. Any excess of purchase price over the fair value of the net tangible and intangible assets acquired is allocated
to goodwill. While we use our best estimates and assumptions to accurately value assets acquired and liabilities assumed at the acquisition date as well as
any contingent consideration, where applicable, our estimates are inherently uncertain and subject to refinement. As a result, during the measurement
period, which may be up to one year from the acquisition date, we record adjustments to the assets acquired and liabilities assumed with the corresponding
offset to goodwill. Upon conclusion of the measurement period or final determination of the values of assets acquired or liabilities assumed, whichever
comes first, any subsequent adjustments are recorded to our consolidated statements of comprehensive income. The fair value of contingent consideration
includes estimates and judgments made by management regarding the probability that future contingent payments will be made.
We use the income approach to determine the fair value of certain identifiable intangible assets including developed technology and IPR&D. This
approach determines fair value by estimating after-tax cash flows attributable to these assets over their respective useful lives and then discounting
these after-tax cash flows back to a present value. The estimated economic lives were determined using a variety of indicators including historical usage,
evolutionary changes and other observable market data. We base our assumptions on estimates of future cash flows, expected growth rates, expected trends
in technology, etc. We base the discount rate used to arrive at the present value used in this method as of the date of acquisition on the time value of money
and certain industry-specific risk factors. We use the relief from royalty method of the income approach to determine the fair value of trade names. This
approach determines fair value by estimating the after-tax royalty savings attributable to owning the intangible asset and then discounting these aftertax royalty savings back to a present value. We base our assumptions on the estimated revenue attributable to the trade name, the estimated royalty rate
attributable to the trade name, etc. We use the avoided costs/lost profits method to determine the fair of customer relationships. This approach determines
fair value by estimating the projected revenues related to the asset and estimated costs to recreate the intangible asset. We believe the estimated purchased
customer relationships, developed technologies, trade name, and in process research and development amounts so determined represent the fair value at the
date of acquisition and do not exceed the amount a third party would pay for the assets.
We use the comparative sales method to determine the fair value of work-in-process and finished goods inventory acquired and ultimately the
inventory step-up required. The fair value of WIP inventory was estimated as the selling price less the sum of (a) costs to complete, (b) costs of disposal,
and (c) a reasonable profit allowance for the selling effort of the acquiring entity based on profit for similar products. The fair value of finished goods
inventory was estimated as the selling price less the sum of (a) costs of disposal and (b) a reasonable profit allowance for the selling effort of the acquiring
entity based on profit for similar products.
For contingent consideration, management updates these estimates and the related fair value of contingent consideration at each reporting period
based on the estimated probability of achieving the earnout targets and applying a discount rate that captures the risk associated with the expected
contingent payments. Under the Parcus Medical and Arthrosurface merger agreements, there are earn-out milestones totaling $100 million payable from
2020 to 2022. Parcus Medical and Arthrosurface each have net sales earn-out milestones annually from 2020 to 2022, while Arthrosurface has regulatory
earn-out milestones in 2020 and 2021. Projected contingent payment amounts are discounted back to the current period using a discounted cash flow model
or a Monte Carlo simulation approach. To the extent our estimates change in the future regarding the likelihood of achieving these targets we may need to
record material adjustments to our accrued contingent consideration. Changes in the fair value of contingent consideration are recorded in our consolidated
statements of comprehensive income.
Goodwill
We assess goodwill for impairment on November 30th of each year, or, under certain circumstances, more frequently, such as when events or
changes in circumstances indicate there may be impairment. In evaluating goodwill for impairment, we have the option to first assess qualitative factors to
determine whether further impairment testing is necessary, such as macroeconomic conditions, changes in our industry and the markets in which we
operate, and our market capitalization, and our reporting units' historical and expected future financial performance. If we conclude that it is more likely
than not that a reporting unit's fair value is less than it’s carrying value or we bypass the optional qualitative assessment, recoverability is assessed by
comparing the fair value of the reporting unit with its carrying amount. If a reporting unit's carrying value exceeds its fair value, we will measure any
goodwill impairment losses as the amount by which the carrying amount of a reporting unit exceeds its fair value, not to exceed the total amount of
goodwill allocated to that reporting unit.
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For quantitative tests, we estimate the fair value of the reporting units using an income approach. Under the income approach, the fair value of the
reporting unit is estimated based on the discounted present value of the its projected future cash flows. Rates used to discount cash flows are dependent
upon interest rates and the cost of capital based on our industry and capital structure, adjusted for equity and size risk premiums based on market
capitalization, as well as other financial inputs from a selection of comparable publicly-traded companies with product offerings similar to those of the
reporting unit. Estimates of future cash flows are dependent on our knowledge and experience about past and current events, and as well as significant
judgments and assumptions about conditions we expect to exist, including revenue growth rates, margins, and the discount rate. Our estimates of cash flows
are also based on historical and future operating performance, economic conditions and actions we expect to take. These assumptions are based on a
number of factors, including future operating performance, economic conditions, actions we expect to take, and present value techniques. There are
inherent uncertainties related to these factors and management’s judgment in applying them to the analysis of goodwill impairment. It is possible that
assumptions underlying the impairment analysis will change in a manner that impairment in value may occur in the future.
U.S. government policy responses to the COVID-19 pandemic and the resulting changes in healthcare guidelines caused a temporary suspension
of domestic elective surgical procedures. As a result of these events during the first quarter, we assessed goodwill for each of our reporting units. As of
March 31, 2020, there was $7.5 million of goodwill on the balance sheet related to the legacy Anika reporting unit. We assessed that our legacy reporting
unit’s fair value was greater than its carrying value using the qualitative assessment. Upon their acquisition, we recorded $44.4 million of goodwill on the
balance sheet related to the combined Parcus Medical and Arthrosurface reporting unit. We performed a quantitative assessment of goodwill impairment
related to the Parcus Medical and Arthrosurface reporting unit. The temporary suspension of domestic elective procedures directly impacted the Parcus and
Arthrosurface reporting unit, resulting in an immediate term revenue decline. We further applied an increase in discount rate due to the increased overall
uncertainty. These key changes, together with estimates on operating expenses, capital requirements, tax benefits, and other cash flow projections indicated
that the estimated fair value of this reporting unit was less than its carrying value. Consequently, a goodwill impairment charge of $18.1 million was
recorded in the quarter ended March 31, 2020.
In the event the financial performance of the Company’s reporting units do not meet our expectations in the future, we experience future
prolonged market downturns, negative trends from the COVID-19 pandemic continue, or there are other negative revisions to key assumptions, we may be
required to perform additional impairment analyses and could be required to recognize a goodwill impairment charge.
Recent Accounting Pronouncements
A discussion of Recent Accounting Pronouncements is included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2019
and is updated in the Notes to the condensed consolidated financial statements included in this report.
Contractual Obligations and Other Commercial Commitments
Our contractual obligations and other commercial commitments are summarized in the section captioned “Part II, Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—Contractual Obligations and Other
Commercial Commitments” in our Annual Report on Form 10-K for the year ended December 31, 2019. Material contractual obligations incurred in the
quarter include those described in Note 3, “Business Combinations”, Note 4, “Fair Value Measurements”, Note 8, “Leases.” There were no material
changes to our contractual obligations reported in our 2019 Annual Report on Form 10-K during the three months ended March 31, 2020. For additional
discussion, see Note 10 to the condensed consolidated financial statements included in this report.
To the extent that funds generated from our operations, together with our existing capital resources, are insufficient to meet future requirements,
we will be required to obtain additional funds through equity or debt financings, strategic alliances with corporate partners and others, or through other
sources. No assurance can be given that any additional financing will be made available to us or will be available on acceptable terms should such a need
arise.
Off-balance Sheet Arrangements
We do not use special purpose entities or other off-balance sheet financing techniques that we believe have, or are reasonably likely to have, a
current or future material effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, or capital
resources.
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ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our market risks and the ways we manage them are summarized in the section captioned “Part II, Item 7A. Quantitative and Qualitative
Disclosures About Market Risk” in our Annual Report on Form 10-K for the year ended December 31, 2019. There have been no material changes in the
first three months of 2020 to our market risks or to our management of such risks.
ITEM 4.
(a)

CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures.

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), we carried out an evaluation under the
supervision and with the participation of our management, including our chief executive officer and chief financial officer, of the effectiveness of the
design and operation of our disclosure controls and procedures as of the end of the period covered by this report. Based upon that evaluation, the chief
executive officer and chief financial officer have concluded that our disclosure controls and procedures are effective to ensure that information required to
be disclosed by us in reports we file or submit under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified
in SEC rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information
required to be disclosed by our company in the reports we file or submit under the Exchange Act is accumulated and communicated to our management,
including our chief executive officer and chief financial officer, as appropriate to allow timely decisions regarding required disclosure. On an on-going
basis, we review and document our disclosure controls and procedures, and our internal control over financial reporting, and may from time to time make
changes aimed at enhancing their effectiveness and to ensure that our systems evolve with our business.
(b)

Changes in internal controls over financial reporting.

As of the filing of this report, management is in the process of evaluating and integrating the internal controls of the acquired Parcus Medical and
Arthrosurface businesses into our existing operations. During the quarter, we implemented controls over the accounting and disclosures related to purchase
accounting and integration of the Parcus Medical and Arthrosurface businesses, as well as enhanced controls surrounding the goodwill impairment
assessment. There were no other material changes in our internal control over financial reporting during the quarter ended March 31, 2020, that has
materially affected, or was reasonably likely to materially affect, our internal control over financial reporting.
As a result of the COVID-19 pandemic, certain employees began working remotely in March. Additionally, the Company has enhanced existing
controls by implementing more frequent forecasting and increasing board oversight. Notwithstanding these changes, we have not identified any material
changes in our internal control over financial reporting. We are continually monitoring and assessing the COVID-19 situation to determine any potential
impact on the design and operating effectiveness of our internal controls over financial reporting.
PART II: OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

We are involved from time-to-time in various legal proceedings arising in the normal course of business. Although the outcomes of these legal
proceedings are inherently difficult to predict, we do not expect the resolution of these occasional legal proceedings to have a material adverse effect on our
financial position, results of operations, or cash flow. There have been no material changes to the information provided in the section captioned “Part I,
Item 3. Legal Proceedings” in our Annual Report on Form 10-K for the year ended December 31, 2019.
ITEM 1A.

RISK FACTORS

Except as set forth below, there have been no material changes to the risk factors described in the section captioned “Part I, Item 1A. Risk Factors”
in our Annual Report on Form 10-K for the year ended December 31, 2019. In addition to the other information set forth in this report, you should carefully
consider the factors discussed in the section captioned “Part I, Item 1A. Risk Factors” in our Annual Report on Form 10-K for the year ended December 31,
2019, which could materially affect our business, financial condition, or future results. The risks described in our Annual Report on Form 10-K and our
Quarterly Reports on Form 10-Q are not the only risks we face. Additional risks and uncertainties not currently known to us or that we currently deem to be
immaterial also may have a material adverse effect on our business, financial condition, and/or operating results.
Risks Related to the COVID-19 Pandemic
The outbreak of COVID-19, the novel strain of coronavirus, continues to grow in the United States and numerous other countries. On March 11,
2020, the World Health Organization declared COVID-19 a global pandemic and recommended containment and mitigation measures worldwide.
Government and private sector actions responding to the pandemic have disrupted domestic business activities generally and have adversely affected our
business operations. Numerous countries, including the United States and Italy, have imposed restrictions on travel, as well as general movement
restrictions, business closures and other measures imposed to slow the spread of COVID-19.
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We have set forth below key risks from the COVID-19 pandemic that we have identified to date. The current circumstances are dynamic, however.
While the quarantine, social distancing, and other regulatory measures instituted or recommended in response to COVID-19 are expected to be temporary,
the full impact of COVID-19 on our business operations and financial condition, including the duration and severity of the impact on overall customer
demand and on our clinical studies, cannot be reasonably estimated at this time. The COVID-19 pandemic could adversely affect the economies and
financial markets of many countries, resulting in an economic downturn and changes in global economic policy that could reduce demand for our products
have a material adverse impact on our business, operating results and financial condition.
Our operations are located in areas impacted by the COVID-19 pandemic, and those operations have been, and may continue to be, adversely affected
by the COVID-19 pandemic.
The coronavirus has spread to the United States and Italy, which as of the date of filing of this report, reportedly had, respectively, the highest and
sixth-highest number of coronavirus infections in the world. Our administrative, research and development, and manufacturing operations are principally
performed at our corporate headquarters in Massachusetts, which, as of the date of filing of this report, reportedly had the fourth-highest number of
confirmed cases of coronavirus infections among all states and the District of Columbia. Though our Italian operations represent a relatively small
percentage of our consolidated business, we conduct commercial activity, product development, sales and inventory management and other services in our
office in Padova, Italy. Our business operations in the United States and Italy are subject to potential business interruptions arising from protective
measures that may be taken by Italian, U.S., Massachusetts and other agencies and governing bodies. Business disruptions elsewhere in the world could
also negatively affect the sources and availability of components and materials that are essential to the operation of our business in both the United States
and Italy.
Stay-at-home orders, business closures, travel restrictions, supply chain disruptions, employee illness or quarantines, and other extended periods of
interruption to our business could result in disruptions to our operations, which could adversely impact the growth of our business, could cause us to cease
or delay operations, and could prevent our customers from receiving shipments or processing payments. To mitigate the spread of COVID-19, we have
transitioned a significant subset of our employee population to a remote work environment, which may exacerbate various cybersecurity risks to our
business, including an increased demand for information technology resources, an increased risk of phishing and other cybersecurity attacks, and an
increased risk of unauthorized dissemination of sensitive personal information or proprietary or confidential information. Extended periods of interruption
to our corporate, development or manufacturing facilities due to the COVID-19 pandemic could cause us to lose revenue and market share, which would
depress our financial performance and could be difficult to recapture. Our business may also be harmed if travel within, to or from the United States and
Italy continues to be restricted or inadvisable. In addition, employee disruptions and remote working environments related to the COVID-19 pandemic
have impacted, and are continuing to impact, the efficiency and pace with which we work and develop our product candidates and our manufacturing
capabilities.
The COVID-19 pandemic has resulted in a significant reduction in the number of elective surgeries being performed, which has decreased the usage
of, and revenue from, certain of our products.
A significant portion of the demand for our products results from the usage of our products in elective surgeries. As COVID-19 reached a global
pandemic level in March 2020, the volume of elective surgery procedures worldwide, including in the U.S. and Western Europe, was declining
precipitously, as healthcare systems diverted resources to meet the increasing demands of managing COVID-19 and as patients deferred elective surgeries
to avoid the risk of exposure to the coronavirus. The American College of Surgeons, U.S. surgeon general, and other public health bodies have
recommended delaying elective surgeries during the COVID-19 pandemic, and surgeons and medical societies are evaluating the risks of minimally
invasive surgeries in the presence of infectious diseases.
The decreased number of procedures performed has negatively impacted our revenue and operating results, and it is impossible to reasonably
predict when the level of elective procedures will begin to return to pre-COVID-19 levels. In the United States, COVID-19 policymaking is being handled
largely on a state-by-state, and even city-by-city, basis. The international outlook is similar, as countries are taking varying approaches to combating the
pandemic and returning to pre-COVID operations. The pace of recovery will be phased and regionally determined based on local orders and the overall
impact of COVID-19. A continuation of the decreased level of elective procedures due to COVID-19 will result in a loss of sales and profits and other
material adverse effects on our business and operating results.
The COVID-19 pandemic could adversely impact our development activities, preclinical studies and clinical trials, which could significantly impair our
long-term business plans and operating results.
Our current clinical activities include (a) a pilot study with respect to CINGAL in order to confirm our trial design, increase our probability of
success in a Phase III trial and generate data that ultimately will be needed to support FDA approval of CINGAL, (b) a Phase III trial to support the U.S.
regulatory approval of HYALOFAST, and (c) certain European post-market clinical studies. In addition, we are currently performing preclinical work with
respect to a new product candidate in the form of an implant for rotator cuff repair as well as working on certain other development projects aimed at
advancing other potential product candidates.
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The timely initiation and completion of preclinical and development activities and clinical trials are dependent upon the availability of, for
example, facility access, preclinical and clinical trial sites, researchers and investigators, regulatory agency personnel, and materials, which may be
adversely affected by global health matters, such as pandemics. We plan to conduct our preclinical activities and clinical trials for our product candidates in
geographies that are currently being affected by COVID-19.
The timing of our clinical trials depends on our ability to recruit patients to participate as well as the completion of required follow-up periods.
The COVID-19 global pandemic has had and may continue to have a sustained impact on our ability to recruit and follow-up with patients either due to
continued or renewed restrictions on travel or shelter-in-place orders or policies, or due to changes in patient willingness to participate in trials or travel to
study sites in the wake of the pandemic. Additionally, COVID-19 related study site policies may create delays or setbacks in our ability to continue to
enroll or to dose patients. The timeline for recruiting patients, conducting trials and obtaining regulatory approval of our product candidates may be
delayed, which could result in increased costs, delays in advancing our product candidates, delays in testing the effectiveness of our product candidates or
termination of the clinical trials altogether.
In response to the COVID-19 pandemic and in accordance with direction from federal and local government authorities, we have restricted access
to our facilities mostly to personnel and third parties who must perform critical activities that must be completed on-site, limited the number of such
personnel that can be present at our facilities at any one time, and requested that most of our personnel work remotely. In the event that governmental
authorities were to further modify current restrictions, our employees conducting research and development activities may not be able to access our
laboratory space, and our core activities may be significantly limited or curtailed, possibly for an extended period of time.
Factors resulting from the COVID-19 pandemic that could delay or otherwise adversely affect the completion of our preclinical activities and the
planned activities related to our clinical trials, as well as our business generally, include:
•

the potential diversion of healthcare resources away from the conduct of preclinical activities and clinical trials to focus on pandemic concerns,
including the availability of necessary materials and the attention of physicians serving as our clinical trial investigators, hospitals serving as our
clinical trial sites and hospital staff supporting the conduct of our prospective clinical trials;

•

limitations on travel that could interrupt key preclinical and clinical activities, such as clinical trial site initiations and monitoring, domestic and
international travel by employees, contractors or patients to clinical trial sites, including any government-imposed travel restrictions or quarantines
that will impact the ability or willingness of patients, employees or contractors to travel to our research, manufacturing and clinical trial sites or
secure visas or entry permissions, any of which could delay or adversely impact the conduct or progress of our prospective clinical trials;

•

interruption or delays in the operations of the FDA and comparable foreign regulatory agencies, which may impact review, inspection, clearance
and approval timelines;

•

interruption in global shipping affecting the transport of clinical trial materials, such as patient samples, product candidates and supplies, to be
used in our prospective clinical trials;

•

limitations on our business operations by government authorities that could impact our ability to conduct our preclinical or clinical activities; and

•

business disruptions caused by potential workplace, laboratory and office closures and an increased reliance on employees working from home,
disruptions to or delays in ongoing laboratory experiments and operations, staffing shortages, travel limitations, cyber security and data
accessibility, or communication or mass transit disruptions, any of which could adversely impact our business operations or delay necessary
interactions with local regulators, ethics committees, manufacturing sites, research or clinical trial sites, and other important agencies and
contractors.

Challenges resulting from the COVID-19 pandemic could make it more difficult to integrate our recent acquisitions into our business and further
disrupt our ongoing business, distract our management and increase our expenses.
As described under “Risks Related to Our Business and Industry—We may not generate the expected benefits of our recent acquisitions, and the
integration of those acquisitions could disrupt our ongoing business, distract our management and increase our expenses” in the section captioned “Part I,
Item 1A. Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2019, the continued successful integration of Arthrosurface
and Parcus Medical into our operations is critical to our future financial performance. While we are working diligently to accelerate integration activities,
specifically with respect to our commercial and product development functions, the employee disruptions, communication challenges and management
diversion created by the COVID-19 pandemic present particular challenges to our integration of Arthrosurface and Parcus Medical, and could make it
difficult to effectively and timely complete our integration goals. We have recorded an impairment to goodwill and a reduction in the fair value of
contingent consideration in connection with the acquisitions that will be driven in part by an increase in the significant uncertainty surrounding the effect
that COVID-19 will have on near-term cash flows of our new subsidiaries.
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Developments in financial markets relating to the COVID-19 pandemic could restrict our access to capital or increase our associated borrowing costs,
which could adversely impact our operations and financial condition.
The COVID-19 pandemic has resulted in ongoing volatility in financial markets. The trading price for our common stock and other life science
companies have been highly volatile as a result of the COVID-19 pandemic. As a result, we may face difficulties raising capital through sales of our
common stock or such sales may be on unfavorable terms.
In April 2020, as a precautionary measure to enhance liquidity, we drew down $50.0 million on our senior secured revolving credit facility. The
proceeds are available to be used for working capital, general corporate or other purposes. This debt will require us to dedicate a portion of any cash flow
from operations to the payment of interest and principal due under our debt, which will reduce funds available for other business purposes than we would
otherwise have had. The outstanding debt obligations may impair our ability to obtain additional equity or debt financing that may be needed in the future
if, for example, the COVID-19 pandemic results in a sustained economic downturn.
Our global supply chain may be materially adversely impacted due to the COVID-19 pandemic.
We rely upon the facilities of our global suppliers to support our business. The COVID-19 pandemic has resulted in significant governmental measures in
many countries being implemented to control the spread of COVID-19, including restrictions on manufacturing and the movement of employees. As a
result of COVID-19 and the measures designed to contain its spread, our suppliers may not have the materials, capacity, or capability to supply our needed
materials and other supplies according to our schedule and specifications. Further, there may be logistics issues, including our ability and our supply chain’s
ability to quickly ramp up production, and transportation demands that may cause further delays. If our suppliers’ operations are curtailed, we may need to
seek alternate sources of supply, which may be more expensive. Alternate sources may not be available or may result in delays in shipments to us from our
supply chain and subsequently to our customers, each of which would affect our results of operations. While the disruptions and restrictions on the ability
to travel, quarantines and temporary closures of the facilities of our suppliers, as well as general limitations on movement in the region, are expected to be
temporary, the duration of the production and supply chain disruption, and related financial impact, cannot be estimated at this time. Should the production
and distribution closures continue for an extended period of time, the impact on our supply chain could have a material adverse effect on our results of
operations and cash flows. Business disruptions could also negatively affect the sources and availability of materials and other supplies that are essential to
the operation of our business.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuer Purchases of Equity Securities
Under our equity compensation plans, and subject to the specific approval of the Compensation Committee of our Board of Directors, grantees
have the option of electing to satisfy tax withholding obligations at the time of vesting or exercise by allowing us to withhold shares of stock otherwise
issuable to the grantee. During the three-month period ended March 31, 2020, we withheld 3,910 shares to satisfy grantee tax withholding obligations on
restricted stock award and restricted stock unit vesting events.
Following is a summary of stock repurchases for the three-month period ended March 31, 2020 (in thousands, except share data):

Period
January 1 to 31, 2020
February 1 to 29, 2020
March 1 to 31, 2020
Total

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
Average
or Programs (2)
Price per Share
139,057 $
50.78
3,910 $
42.25
- $
142,967

Maximum Number (or
Approximate Dollar
Value) of Shares that
May Yet be Purchased
Under the Plans or
Programs(1)
$
20,000
$
20,000
$
20,000

(1) On May 2, 2019, we announced that our Board of Directors approved a $50.0 million share repurchase program with $30.0 million to be utilized for an
accelerated share repurchase program and $20.0 million reserved for open market repurchases. On May 7, 2019, we entered into an accelerated share
repurchase agreement (the “ASR Agreement”) to repurchase an aggregate of $30.0 million of common stock. On January 14, 2020, pursuant to the
terms of the ASR Agreement, Morgan Stanley accelerated the final settlement date from February 2020, and the final number of shares and the average
purchase price was determined. Based on the volume-weighted average price from the effective date of the ASR Agreement through January 14, 2020,
less the applicable contractual discount, Morgan Stanley delivered 139,057 additional shares to us on January 17, 2020. In total, 590,751 shares were
repurchased under the ASR Agreement at an average repurchase price of approximately $50.78. All shares were repurchased in accordance with the
publicly announced program.
(2) 3,910 shares were withheld by us to satisfy grantee tax withholding obligations on restricted stock award and restricted stock unit vesting events in
February 2020.
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ITEM 6.

EXHIBITS

Exhibit No.

Description

+2.1

Agreement and Plan of Merger, dated January 4, 2020, by and between Anika Therapeutics, Inc., Arthrosurface, Inc., Button Merger Sub,
Inc. and Boston Millennia Partners Button Shareholder Representation, Inc.

+2.2

Agreement and Plan of Merger, dated January 4, 2020, by and between Anika Therapeutics, Inc., Parcus Medical, LLC, Sunshine Merger
Sub, LLC and Philip Mundy

†10.1

Employment Agreement, dated February 25, 2020, by and between Anika Therapeutics, Inc., and Dr. Cheryl R. Blanchard

†10.2

Employment Agreement, dated April 23, 2020, by and between Anika Therapeutics, Inc. and Dr. Cheryl R. Blanchard

*10.3

First Amendment effective August 13, 2019, with respect to the Credit Agreement dated as of October 24, 2017 and the Security and
Pledge Agreement dated as of October 24, 2017

*10.4

Second Amendment effective May 14, 2020, with respect to the Credit Agreement dated as of October 24, 2017 and the Security and
Pledge Agreement dated as of October 24, 2017

(31)

Rule 13a-14(a)/15d-14(a) Certifications

*31.1

Certification of Dr. Cheryl R. Blanchard, pursuant to Rules 13a-15(e) and 15d-15(e), as adopted pursuant to Section 302 of the SarbanesOxley Act of 2002.

*31.2

Certification of Sylvia Cheung, pursuant to Rules 13a-15(e) and 15d-15(e), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002.

(32)

Section 1350 Certifications

**32.1

Certification of Dr. Cheryl R. Blanchard, and Sylvia Cheung, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

(101)

XBRL

*101

The following materials from Anika Therapeutics, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2020 as filed with
the SEC on May 22, 2020, formatted in XBRL (eXtensible Business Reporting Language), as follows:
i. Condensed Consolidated Balance Sheets as of March 31, 2020 (unaudited) and December 31, 2019 (unaudited)
Condensed Consolidated Statements of Operations and Comprehensive Income for the Three Months Ended March 31, 2020 and March
ii.
31, 2019 (unaudited)
Condensed Consolidated Statements of Stockholders’ Equity for the Three Months Ended March 31, 2020 and March 31, 2019
iii.
(unaudited)
iv. Condensed Consolidated Statements of Cash Flows for the Three Months Ended March 31, 2020 and March 31, 2019 (unaudited)
v. Notes to Condensed Consolidated Financial Statements (unaudited)

+
*
**
†

Portions of this exhibit have been redacted in compliance with Regulation S-K Item 601(b)(2). The omitted information is not material and would
likely cause competitive harm to the Company if publicly disclosed.
Filed herewith.
Furnished herewith.
Management contract or compensatory plan or arrangement.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
ANIKA THERAPEUTICS, INC.
Date: May 22, 2020

By:
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/s/ SYLVIA CHEUNG
Sylvia Cheung
Chief Financial Officer
(Authorized Officer and Principal Financial Officer)

Exhibit 10.3
FIRST AMENDMENT TO CREDIT AGREEMENT
This FIRST AMENDMENT TO CREDIT AGREEMENT (this “Agreement”) dated as of August 13, 2019 (the “Effective Date”), is
made by ANIKA THERAPEUTICS, INC., a Delaware corporation (formerly known as Anika Therapeutics, Inc., a Massachusetts corporation, the
“Borrower”) in favor of, and for the benefit of, the Lenders (as defined in the Credit Agreement referred to below), and BANK OF AMERICA, N.A., as
Administrative Agent (as defined in the Credit Agreement referred to below) for such Lenders.
PRELIMINARY STATEMENTS
(1)
Reference is made to that certain Credit Agreement dated as of October 24, 2017 (as amended, restated, amended and restated,
extended, supplemented or otherwise modified from time to time, the “Credit Agreement”; terms defined therein unless otherwise defined herein being
used herein as therein defined) among the Borrower, the Subsidiaries of the Borrower as are or may from time to time become parties to thereto as
Subsidiary Guarantors, the Lenders party to the Credit Agreement from time to time and BANK OF AMERICA, N.A., as Administrative Agent,
Swingline Lender and a L/C Issuer.
(2)
The Borrower has informed the Administrative Agent that as of July 1, 2019, the Borrower has formed a wholly-owned
subsidiary, Anika Therapeutics Ltd., a company organized under the laws of England and Wales (the “New Subsidiary”), sixty-five percent (65%) of the
Equity Interests of which New Subsidiary (the “New Subsidiary Equity Interests”) shall be pledged to the Administrative Agent for the benefit of the
Lenders, and (b) the Borrower has entered into certain agreements with the New Subsidiary which constitute transactions with Affiliates for purposes of
Section 7.08 (the “Affiliate Transactions”).
(3)
The Borrower has requested that the Administrative Agent and the Lenders make certain other modifications to the Credit
Agreement as more fully set forth below.
(4)
The undersigned Lenders and the Administrative Agent are prepared to make such modifications to the Credit Agreement
requested by the Borrower, subject to the conditions, and in reliance on the representations set forth herein.
NOW THEREFORE, in consideration of the foregoing premises and other good and valuable consideration, the parties hereto hereby
agree as follows:
SECTION 1. Amendments. The Credit Agreement is hereby amended by deleting Schedules 5.20(a), 5.21(f) and 7.08 thereto in their entirety and
inserting in lieu thereof the Schedules 5.20(a), 5.21(f) and 7.08, respectively, attached hereto as Exhibit A.
SECTION 2. Reserved.
SECTION 3. Pledge Supplement. The undersigned hereby agrees that the Equity Interests of the New Subsidiary listed on Schedule 5.21(f)
attached hereto shall be and become part of the Pledged Equity referred to in Section 2 of the Security Agreement and shall secure all Secured Obligations.
Notwithstanding the requirements set forth in the Loan Documents, including the requirements set forth in Section 6.14 of the Credit Agreement, the
Borrower, the Administrative Agent and the Lenders hereby agree that the Borrower shall only be required to deliver certificates (together with applicable
transfer powers) representing the New Subsidiary Equity Interests to the Administrative Agent, only upon thirty (30) days’ prior written request therefor by
the Administrative Agent.

SECTION 4. Reaffirmation of Obligations Under Loan Documents, Etc.
a.
Reaffirmation and Confirmation of Obligations Under Loan Documents. The Borrower and each other Loan Party agrees
that each Loan Document to which such party is a party remains in full force and effect, and the Borrower and each other Loan Party reaffirms the
continued validity of, and ratifies, each Loan Document to which it is a party and agrees and confirms that it will perform and observe all Obligations,
covenants and agreements to be performed by it under and in accordance with the Credit Agreement and the other Loan Documents. The Borrower and
each other Loan Party further agree and confirm that each of them shall continue to be bound in all respects by all of the terms and conditions of the Credit
Agreement, and each other Loan Document to which the Borrower or such Loan Party is a party.
b.
Reaffirmation and Confirmation of Obligations. For the avoidance of doubt, the Borrower and each other Guarantor agree
that (i) the Borrower reaffirms the continued validity of, and ratifies, and agrees and confirms its Obligations set forth in the Loan Documents remain in full
force and effect and (ii) the Credit Agreement and the other Loan Documents executed by the Borrower, are legal, valid and binding obligations of the
Borrower that are enforceable against the Borrower in accordance with the terms thereof, except as may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting the enforcement of creditors' rights generally and by general principles of equity. The Borrower by its
execution below hereby (i) restates, ratifies and reaffirms the Obligations, the Credit Agreement and the other Loan Documents executed by the Borrower,
and each and every term, covenant, and condition of the Borrower set forth in the Credit Agreement and the other Loan Documents; (ii) restates and renews
each and every representation and warranty heretofore made by the Borrower in the Credit Agreement and the other Loan Documents as fully as if made on
the date hereof and with specific reference to this Agreement (except with respect to representations and warranties made as of an expressed date, in which
case such representations and warranties shall be true and correct as of such date); and (iii) ratifies, reaffirms, renews and restates the grant by the Borrower
of a continuing security interest in, and a right to set off against, any and all right, title, and interest of the Borrower in all of the Collateral in favor of
Administrative Agent, for the benefit of Secured Parties, and acknowledges and stipulates that such security interests and Liens are duly perfected, first
priority security interests and Liens, subject to Permitted Liens, and that all of the Obligations continue to be secured, without interruption, by such security
interests and Liens.
c.
No Novation. The Borrower and each other Loan Party agree that this Agreement is not intended to be, and is not, a
novation of any of the Loan Documents or any of the Obligations thereunder and each does hereby ratify, confirm and reaffirm each of the agreements,
covenants, and undertakings made by it under the Credit Agreement and each and every other Loan Document executed by it in connection therewith or
pursuant thereto and confirms that the “Obligations” remain in full force and effect.
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SECTION 5. Representations and Warranties. The Borrower and each other Loan Party reaffirms each of its representations and warranties set
forth in the Credit Agreement and each other Loan Document to which it is a party (other than any such representations and warranties that, by their terms,
refer to a specific date and time other than the date hereof). The Borrower and each other Loan Party hereby represents and warrants that (a) the execution,
delivery and performance by the Borrower of this Agreement and the consummation of the transactions contemplated hereby (i) are within the Borrower's
organizational powers and have been duly authorized by all necessary organizational action, (ii) will not violate any Organizational Document of the
Borrower or any of its Subsidiaries, any law, treaty, rule or regulation, or determination of a Governmental Authority, in each case applicable to or binding
upon the Borrower or any of its Subsidiaries or any of such Person's Property or to which the Borrower or any of its Subsidiaries or any of such Person's
property is subject, or any judgment, order or ruling of any Governmental Authority, and (iii) will not violate or result in a default under any Material
Contract of the Borrower or any of its Subsidiaries or any of its assets or give rise to a right thereunder to require any payment to be made by the Borrower
or any of its Subsidiaries, and (b) this Agreement has been duly executed and delivered by the Borrower and constitutes the valid and binding obligation of
the Borrower, enforceable against it in accordance with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization,
moratorium or similar laws affecting the enforcement of creditors' rights generally and by general principles of equity.
SECTION 6. Reference to and Effect on the Loan Documents. The parties hereto hereby agree that this Agreement shall constitute a “Loan
Document” for all purposes of the Credit Agreement.
SECTION 7. Conditions Precedent. This Agreement shall become effective, as of the Effective Date, upon the receipt by the Administrative Agent
of the following:
a.

counterparts to this Agreement, duly executed by the Administrative Agent, the Lenders and each Loan Party; and

b.

such other assurances, certificates, documents, consents or opinions as the Administrative Agent reasonably may require.

SECTION 8. Delivery by Electronic Transmission. Delivery of an executed counterpart of a signature page to this Agreement in electronic format
(including .pdf format) by electronic transmission shall be effective as delivery of an original executed counterpart of this Agreement.
SECTION 9. GOVERNING LAW. THIS AGREEMENT AND ANY CLAIMS, CONTROVERSY, DISPUTE OR CAUSE OF ACTION
(WHETHER IN CONTRACT OR TORT OR OTHERWISE) BASED UPON, ARISING OUT OF OR RELATING TO THIS AGREEMENT AND THE
TRANSACTIONS CONTEMPLATED HEREBY SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
STATE OF NEW YORK.
3

SECTION 10. Expenses. The Loan Parties shall pay on demand all reasonable, documented out-of-pocket expenses in any way relating to the
enforcement or protection of the Administrative Agent’s rights under this Agreement, including any incurred during any “workout” or restructuring in
respect of the Obligations and any incurred in the preservation, protection or enforcement of any rights of any Guaranteed Party (as defined in the
Guaranty) in any proceeding under any Debtor Relief Laws. The obligations of the Loan Parties under this provision shall survive the payment in full of the
Obligations and termination of the Loan Documents.
SECTION 11. No Waiver. Nothing contained herein shall constitute a waiver of, impair or otherwise affect any of the Obligations, Guaranteed
Obligations or any other obligation of any party hereto.
SECTION 12. Survival of Representations and Warranties. All representations and warranties made in this Agreement or any other Loan
Document shall survive the execution and delivery of this Agreement, and no investigation by the Administrative Agent or the Lenders shall affect the
representations and warranties or the right of the Administrative Agent and the Lenders to rely upon them.
[Signature pages follow]
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IN WITNESS WHEREOF, the parties have each caused this Agreement to be duly executed and delivered by its officer thereunto duly
authorized as of the date first above written.
ANIKA THERAPEUTICS, INC.
By: /s/ Sylvia Cheung
Name: Sylvia Cheung
Title: Chief Financial Officer, Treasurer, and Secretary

Anika Therapeutics – Signature Page to First Amendment to Credit Agreement

BANK OF AMERICA, N.A., as Administrative
Agent, Lender, Swingline Lender and a L/C Issuer

By: /s/ Molly Kropp
Name: Molly Kropp
Title: Vice President

Anika Therapeutics – Signature Page to First Amendment to Credit Agreement

EXHIBIT A
Updated Schedules

Schedule 5.20(a)
Subsidiaries, Joint Ventures, Partnerships and other Equity Investments

Loan Party
Anika Therapeutics, Inc.
Anika Therapeutics, Inc.

Subsidiary,
Joint Venture,
Partnership Or
Other Equity
Investment
Anika Securities, Inc.
Anika Therapeutics S.r.l.

Anika Therapeutics, Inc.

Anika Therapeutics Ltd.

Number of
Shares of Each
Class of Equity
Interests In
Each Subsidiary
Outstanding
1,000
11
100

________________________________
1 NTD: The Equity Interests of Anika Therapeutics S.r.l. are not represented by shares.

Number and
Percentage of
Outstanding
Shares of Each
Class of Equity
Interests Owned
by such Loan
Party
1,000 (100%)
One hundred percent (100%)

Class or
Nature of
Equity
Interests
Common (Voting) Shares
Ordinary Quota

100 (100%)

Common Shares

Schedule 5.21(f)
Pledged Equity Interests
(i)

Pledged Equity

Loan Party
Anika Therapeutics, Inc.

Issuer
Anika Therapeutics S.r.l.

Number
of Shares
N/A

Certificate
Number
N/A

Class
N/A

Anika Therapeutics, Inc.
Anika Therapeutics, Inc.

Anika Securities, Inc.
Anika Therapeutics Ltd.

1,000
65

2
N/A

Common
Common

(ii)

Percentage
Ownership of
Outstanding
Shares
100%2
100%
100%3

Other Equity Interests Pledged
None.

________________________________
2 Note: Only sixty-five percent (65%) of the outstanding shares of Anika Therapeutics S.r.l. constitute Pledged Equity as of the Closing date.
3 Note: Only sixty-five percent (65%) of the outstanding shares of Anika Therapeutics Ltd. constitute Pledged Equity.

Schedule 7.08
Transactions with Affiliates
1.

Contract Manufacturing Agreement between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of January 31, 2019.

2.

Distribution Agreement for Hyalofast Product between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of March 30, 2017.

3.

Intercompany Note between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. evidencing an intercompany loan with a current outstanding
principal of €6,020,142 plus applicable interest at a rate of 1.6% per annum.

4.

Contract for Authorised Representative Services (in accordance with European regulatory directives for CE mark of medical devices) between Anika
Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of May 12, 2017.

5.

Intercompany Service Recharge Agreement between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of January 30, 2019.

6.

Intercompany Service Recharge Agreement between Anika Therapeutics, Inc. and Anika Therapeutics Ltd. dated effective as of July 1, 2019.

7.

Intercompany Service Recharge Agreement between Anika Therapeutics S.r.l. and Anika Therapeutics Ltd. dated effective as of July 1, 2019.

Exhibit 10.4
EXECUTION VERSION
SECOND AMENDMENT TO CREDIT AGREEMENT AND FIRST AMENDMENT TO SECURITY AGREEMENT
This SECOND AMENDMENT TO CREDIT AGREEMENT AND FIRST AMENDMENT TO SECURITY AGREEMENT (this
“Agreement”) dated as of May 14, 2020, by and among ANIKA THERAPEUTICS, INC., a Delaware corporation (formerly known as Anika
Therapeutics, Inc., a Massachusetts corporation, the “Borrower”), the Subsidiary Guarantors (as defined in the Credit Agreement referred to below) party
hereto, the Lenders (as defined in the Credit Agreement referred to below), and BANK OF AMERICA, N.A., as Administrative Agent (as defined in the
Credit Agreement referred to below) for such Lenders.
PRELIMINARY STATEMENTS
(1)
Reference is made to that certain Credit Agreement dated as of October 24, 2017 (as amended, restated, amended and restated,
extended, supplemented or otherwise modified from time to time, the “Credit Agreement”; terms defined therein unless otherwise defined herein being
used herein as therein defined) among the Borrower, the Subsidiaries of the Borrower as are or may from time to time become parties to thereto as
Subsidiary Guarantors, the Lenders party to the Credit Agreement from time to time and BANK OF AMERICA, N.A., as Administrative Agent,
Swingline Lender and a L/C Issuer.
(2)
The Borrower has requested that the Administrative Agent and the Lenders make certain modifications to the Credit Agreement
and the Security Agreement as set forth below.
(3)
The undersigned Lenders and the Administrative Agent are prepared to make such modifications to the Credit Agreement
requested by the Borrower, subject to the conditions, and in reliance on the representations set forth herein.
NOW THEREFORE, in consideration of the foregoing premises and other good and valuable consideration, the parties hereto hereby
agree as follows:
SECTION 1. Amendments to the Credit Agreement.
(a) Section 1.01 (Defined Terms) of the Credit Agreement is hereby amended by inserting the following new defined terms in the appropriate
alphabetical order:
“Adjustment” has the meaning specified in Section 3.03(c).
“Affected Financial Institution” means (a) any EEA Financial Institution or (b) any UK Financial Institution.
“Beneficial Ownership Certification” means a certification regarding beneficial ownership required by the Beneficial Ownership
Regulation.
“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.
“Benefit Plan” means any of (a) an “employee benefit plan” (as defined in ERISA) that is subject to Title I of ERISA, (b) a “plan” as
defined in and subject to Section 4975 of the Code or (c) any Person whose assets include (for purposes of ERISA Section 3(42) or otherwise for
purposes of Title I of ERISA or Section 4975 of the Code) the assets of any such “employee benefit plan” or “plan”.

“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined under, and interpreted in accordance with, 12 U.S.C.
1841(k)) of such party.
“Covered Entity” means any of the following: (i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12
C.F.R. § 252.82(b); (ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or (iii) a “covered
FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).
“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1,
as applicable.
“LIBOR Screen Rate” means the LIBOR quote on the applicable screen page the Administrative Agent designates to determine LIBOR
(or such other commercially available source providing such quotations as may be designated by the Administrative Agent from time to time).
“LIBOR Successor Rate” has the meaning specified in Section 3.03(c).
“LIBOR Successor Rate Conforming Changes” means, with respect to any proposed LIBOR Successor Rate, any conforming changes to
the definition of Base Rate, Interest Period, timing and frequency of determining rates and making payments of interest and other technical,
administrative or operational matters as may be appropriate, in the discretion of the Administrative Agent, to reflect the adoption and
implementation of such LIBOR Successor Rate and to permit the administration thereof by the Administrative Agent in a manner substantially
consistent with market practice (or, if the Administrative Agent determines that adoption of any portion of such market practice is not
administratively feasible or that no market practice for the administration of such LIBOR Successor Rate exists, in such other manner of
administration as the Administrative Agent determines is reasonably necessary in connection with the administration of this Agreement).
“PTE” means a prohibited transaction class exemption issued by the U.S. Department of Labor, as any such exemption may be amended
from time to time.
“QFC” has the meaning assigned to the term “qualified financial contract” in, and shall be interpreted in accordance with, 12 U.S.C.
5390(c)(8)(D).
“Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank of New York, or a committee
officially endorsed or convened by the Federal Reserve Board and/or the Federal Reserve Bank of New York for the purpose of recommending a
benchmark rate to replace LIBOR in loan agreements similar to this Agreement.
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“Resolution Authority” means an EEA Resolution Authority or, with respect to any UK Financial Institution, a UK Resolution Authority.
“Scheduled Unavailability Date” has the meaning specified in Section 3.03(c).
“Second Amendment Effective Date” means May 14, 2020.
“SOFR” with respect to any day means the secured overnight financing rate published for such day by the Federal Reserve Bank of New
York, as the administrator of the benchmark (or a successor administrator) on the Federal Reserve Bank of New York’s website and that has been
selected or recommended by the Relevant Governmental Body.
“SOFR-Based Rate” means SOFR or Term SOFR.
“Specified Acquisitions” means, collectively, the acquisition by the Borrower of (a) Parcus Medical, LLC, a Wisconsin limited liability
company (“Parcus”) pursuant to the terms of the Agreement and Plan of Merger, dated as of January 4, 2020 (the “Parcus Merger Agreement”), by
and among the Borrower, Parcus, Sunshine Merger Sub LLC, a Wisconsin limited liability company and a wholly-owned subsidiary of the
Borrower (“Parcus Merger Sub”) and Philip Mundy, an individual, solely in his capacity as the representative, agent and attorney-in-fact of the
Equityholders (as defined in the Parcus Merger Agreement) and (b) ArthroSurface Incorporated, a Delaware corporation (“ArthroSurface”)
pursuant to the terms of the Agreement and Plan of Merger, dated as of January 4, 2020 (the “ArthroSurface Merger Agreement”), by and among
the Borrower, ArthroSurface, Button Merger Sub, Inc., a Delaware corporation and a wholly-owned subsidiary of the Borrower (“ArthroSurface
Merger Sub”) and Boston Millennia Partners Button Shareholder Representation, Inc., a Delaware corporation, solely in its capacity as the
representative, agent and attorney-in-fact of the Equityholders (as defined in the ArthroSurface Merger Agreement).
“Term SOFR” means the forward-looking term rate for any period that is approximately (as determined by the Administrative Agent”) as
long as any of the Interest Period options set forth in the definition of “Interest Period” and that is based on SOFR and that has been selected or
recommended by the Relevant Governmental Body ,in each case as published on an information service as selected by the Administrative Agent
from time to time in its reasonable discretion.
“UK Financial Institution” means any BRRD Undertaking (as such term is defined under the PRA Rulebook (as amended form time to
time) promulgated by the United Kingdom Prudential Regulation Authority) or any person subject to IFPRU 11.6 of the FCA Handbook (as
amended from time to time) promulgated by the United Kingdom Financial Conduct Authority, which includes certain credit institutions and
investment firms, and certain affiliates of such credit institutions or investment firms.
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“UK Resolution Authority” means the Bank of England or any other public administrative authority having responsibility for the
resolution of any UK Financial Institution.
(b) Section 1.01 (Defined Terms) of the Credit Agreement is hereby amended by restating the defined terms set forth below in their entirety as
follows:
“Bail-In Action” means the exercise of any Write-Down and Conversion Powers by the applicable Resolution Authority in respect of any
liability of an Affected Financial Institution.
“Bail-In Legislation” means, (a) with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU of the
European Parliament and of the Council of the European Union, the implementing law, rule, regulation or requirement for such EEA Member
Country from time to time which is described in the EU Bail-In Legislation Schedule, and (b) with respect to the United Kingdom, Part I of the
United Kingdom Banking Act 2009 (as amended from time to time) and any other law, regulation or rule applicable in the United Kingdom
relating to the resolution of unsound or failing banks, investment firms or other financial institutions or their affiliates (other than through
liquidation, administration or other insolvency proceedings).
“Base Rate” means for any day a fluctuating rate of interest per annum equal to the highest of (a) the Federal Funds Rate plus 0.50%, (b)
the rate of interest in effect for such day as publicly announced from time to time by the Administrative Agent as its “prime rate,” and (c) the
Eurodollar Rate plus 1.00%, provided that if the Base Rate shall be less than one percent (1.00%), such rate shall be deemed one percent (1.00%)
for purposes of this Agreement. The “prime rate” is a rate set by the Administrative Agent based upon various factors including the Administrative
Agent’s costs and desired return, general economic conditions and other factors, and is used as a reference point for pricing some loans, which
may be priced at, above, or below such announced rate. Any change in such prime rate announced by the Administrative Agent shall take effect at
the opening of business on the day specified in the public announcement of such change.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the rules and regulations promulgated
thereunder.
“Eurodollar Rate” means:
(a)
for any Interest Period with respect to a Eurodollar Rate Loan, the rate per annum equal to the London Interbank Offered Rate as
administered by ICE Benchmark Administration (or any other Person that takes over the administration of such rate for U.S. Dollars for a period
equal in length to such Interest Period) (“LIBOR”), as published on the applicable Bloomberg screen page (or such other commercially available
source providing such quotations as may be designated by the Administrative Agent from time to time) (in such case, the “LIBOR Rate”) at or
about 11:00 a.m., London time, two (2) Business Days prior to the commencement of such Interest Period, for Dollar deposits (for delivery on the
first day of such Interest Period) with a term equivalent to such Interest Period; and
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(b)
for any interest calculation with respect to a Base Rate Loan on any date, the rate per annum equal to the LIBOR Rate, at or about
11:00 a.m., London time, two (2) London Banking Days prior to such date for Dollar deposits with a term of one (1) month commencing that day;
provided that, if the Eurodollar Rate shall be less than one percent (1.00%) such rate shall be deemed one percent (1.00%) for purposes of
this Agreement.
“Non-Core Assets” means, as of any date of determination, any line or lines of business, or assets relating thereto of the Borrower and its
Subsidiaries that, as of the last day of the then ended Measurement Period, (a) generated less than eight percent (8%) of the Consolidated total
revenues of the Borrower and its Subsidiaries and (b) accounted for less than eight percent (8%) of the Consolidated total assets of the Borrower
and its Subsidiaries. In determining Non-Core Assets, Acquisitions shall be given Pro Forma Effect.
“Write-Down and Conversion Powers” means, (a) with respect to any EEA Resolution Authority, the write-down and conversion powers
of such EEA Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA Member Country, which write-down
and conversion powers are described in the EU Bail-In Legislation Schedule, and (b) with respect to the United Kingdom, any powers of the
applicable Resolution Authority under the Bail-In Legislation to cancel, reduce, modify or change the form of a liability of any UK Financial
Institution or any contract or instrument under which that liability arises, to convert all or part of that liability into shares, securities or obligations
of that person or any other person, to provide that any such contract or instrument is to have effect as if a right had been exercised under it or to
suspend any obligation in respect of that liability or any of the powers under that Bail-In Legislation that are related to or ancillary to any of those
powers.
(c) Section 1.08 (Rates; Currency Equivalents) of the Credit Agreement is hereby amended by restating paragraph (a) of such Section in its entirety as
follows:
(a)
The Administrative Agent does not warrant, nor accept responsibility, nor shall the Administrative Agent have any liability with
respect to the administration, submission or any other matter related to the rates in the definition of “Eurodollar Rate” or with respect to any rate
that is an alternative or replacement for or successor to any of such rates (including, without limitation, any LIBOR Successor Rate) or the effect
of any of the foregoing, or of any LIBOR Successor Rate Conforming Changes.
(d) Section 3.03 (Inability to Determine Rates) of the Credit Agreement is hereby amended by inserting the following new paragraphs (c), (d), (e) and
(f) in the appropriate alphabetical order:
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(c)
Notwithstanding anything to the contrary in this Agreement or any other Loan Documents, but without limiting Sections 3.01(a)
and (b) above, if the Administrative Agent determines (which determination shall be conclusive and binding upon all parties hereto absent
manifest error), or the Borrower or Required Lenders notify the Administrative Agent (with, in the case of the Required Lenders, a copy to the
Borrower) that the Borrower or Required Lenders (as applicable) have determined (which determination likewise shall be conclusive and binding
upon all parties hereto absent manifest error), that:
(i)
adequate and reasonable means do not exist for ascertaining LIBOR for any requested Interest Period, including, without
limitation, because the LIBOR Screen Rate is not available or published on a current basis and such circumstances are unlikely to be
temporary; or
(ii)
the administrator of the LIBOR Screen Rate or a Governmental Authority having or purporting to have jurisdiction over
the Administrative Agent has made a public statement identifying a specific date after which LIBOR or the LIBOR Screen Rate shall no
longer be made available, or used for determining the interest rate of loans, provided that, at the time of such statement, there is no
successor administrator that is satisfactory to the Administrative Agent, that will continue to provide LIBOR after such specific date
(such specific date, the “Scheduled Unavailability Date”); or
(iii)
syndicated loans currently being executed, or that include language similar to that contained in this Section 3.03, are
being executed or amended (as applicable) to incorporate or adopt a new benchmark interest rate to replace LIBOR,
then, reasonably promptly after such determination by the Administrative Agent or receipt by the Administrative Agent of such
notice, as applicable, the Administrative Agent and the Borrower may amend this Agreement solely for purpose of replacing LIBOR in
accordance with this Section 3.03 with (x) one or more SOFR-Based Rates or (y) another alternate benchmark rate giving due
consideration to any evolving or then existing convention for similar U.S. dollar denominated syndicated credit facilities for such
alternative benchmarks and, in each case, including any mathematical or other adjustments to such benchmark giving due consideration
to any evolving or then existing convention for similar U.S. dollar denominated syndicated credit facilities for such benchmarks which
adjustment or method for calculating such adjustment shall be published on an information service as selected by the Administrative
Agent from time to time in its reasonable discretion and may be periodically updated (the “Adjustment;” and any such proposed rate, a
“LIBOR Successor Rate”), and any such amendment shall become effective at 5:00 p.m. on the fifth Business Day after the
Administrative Agent shall have posted such proposed amendment to all Lenders and the Borrower unless, prior to such time, Lenders
comprising the Required Lenders have delivered to the Administrative Agent written notice that such Required Lenders (A) in the case of
an amendment to replace LIBOR with a rate described in clause (x), object to the Adjustment; or (B) in the case of an amendment to
replace LIBOR with a rate described in clause (y), object to such amendment; provided that for the avoidance of doubt, in the case of
clause (A), the Required Lenders shall not be entitled to object to any SOFR-Based Rate contained in any such amendment. Such LIBOR
Successor Rate shall be applied in a manner consistent with market practice; provided that to the extent such market practice is not
administratively feasible for the Administrative Agent, such LIBOR Successor Rate shall be applied in a manner as otherwise reasonably
determined by the Administrative Agent.
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(d)
If no LIBOR Successor Rate has been determined and the circumstances under clause (c)(i) above exist or the Scheduled
Unavailability Date has occurred (as applicable), the Administrative Agent will promptly so notify the Borrower and each Lender. Thereafter, (i)
the obligation of the Lenders to make or maintain Eurodollar Rate Loans shall be suspended, (to the extent of the affected Eurodollar Rate Loans
or Interest Periods), and (ii) the Eurodollar Rate component shall no longer be utilized in determining the Base Rate. Upon receipt of such notice,
the Borrower may revoke any pending request for a Borrowing of, conversion to or continuation of Eurodollar Rate Loans (to the extent of the
affected Eurodollar Rate Loans or Interest Periods) or, failing that, will be deemed to have converted such request into a request for a Borrowing
of Base Rate Loans (subject to the foregoing clause (ii)) in the amount specified therein.
(e)
Notwithstanding anything else herein, any definition of LIBOR Successor Rate shall provide that in no event shall such LIBOR
Successor Rate be less than one percent for purposes of this Agreement.
(f)
In connection with the implementation of a LIBOR Successor Rate, the Administrative Agent will have the right to make LIBOR
Successor Rate Conforming Changes from time to time and, notwithstanding anything to the contrary herein or in any other Loan Document, any
amendments implementing such LIBOR Successor Rate Conforming Changes will become effective without any further action or consent of any
other party to this Agreement; provided that, with respect to any such amendment effected, the Administrative Agent shall post each such
amendment implementing such LIBOR Successor Conforming Changes to the Lenders reasonably promptly after such amendment becomes
effective.
(e) Section 5.12 (ERISA Compliance) of the Credit Agreement is hereby amended by inserting the following new paragraph (e) in such Section in the
appropriate alphabetical order:
(e)
The Borrower represents and warrants as of the Second Amendment Effective Date that the Borrower is not and will not be using
“plan assets” (within the meaning of Section 3(42) of ERISA or otherwise) of one or more Benefit Plans with respect to the Borrower’s entrance
into, participation in, administration of and performance of the Loans, the Letters of Credit, the Commitments or this Agreement.
(f) Section 5.25 (EEA Financial Institutions) of the Credit Agreement is hereby amended by restating such Section in its entirety as follows:
5.25

EEA Financial Institutions; Beneficial Ownership Certification.
(a)

No Loan Party is an EEA Financial Institution.
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(b)

The information included in the Beneficial Ownership Certification, if applicable, is true and correct in all respects.

(g) Section 6.02(d) ([Reserved]) of the Credit Agreement is hereby amended by restating such Section in its entirety as follows:
(d)
Anti-Money-Laundering; Beneficial Ownership. Promptly following any request therefor, information and documentation
reasonably requested by the Administrative Agent or any Lender for purposes of compliance with applicable “know your customer” and antimoney-laundering rules and regulations, including, without limitation, the PATRIOT Act. To the extent any Loan Party qualifies as a “legal entity
customer” under the Beneficial Ownership Regulation, an updated Beneficial Ownership Certification promptly following any change in the
information provided in the Beneficial Ownership Certification delivered to any Lender in relation to such Loan Party that would result in a
change to the list of beneficial owners identified in such certification.
(h) Section 6.14(d) (Account Control Agreements) of the Credit Agreement is hereby amended by inserting the following new sentence immediately
following the last sentence of such Section:
Notwithstanding the foregoing to the contrary, with respect to deposit accounts and securities accounts acquired in connection with the
Specified Acquisitions, the Loan Parties shall not be required to comply with the provisions of this Section 6.14(d) for such deposit accounts and
securities accounts until June 1, 2020 (or such later date as the Administrative Agent may agree in its sole discretion).
(i) Section 7.02 (Indebtedness) of the Credit Agreement is hereby amended by:
(i)

deleting the word “and” appearing at the end of clause (k) of such definition;

(ii)

restating clause (l) of such Section in its entirety as follows:
(l)
other Indebtedness of one or more Loan Parties not contemplated by the above provisions (or clause (m) below) in an
aggregate principal amount not to exceed $20,000,000 at any time outstanding; provided that (w) no Default shall exist or would
result therefrom, (x) the Loan Parties are in Pro Forma Compliance with each of the financial covenants set forth in Section 7.11,
(y) any Liens securing such indebtedness shall be permitted by Section 7.01(t), and (z) the terms and conditions of such
Indebtedness shall be reasonably acceptable to the Administrative Agent; and

(iii)

inserting the following new clause (m) in the appropriate alphabetical order:
(m)
Indebtedness in respect of earnout payments incurred in connection with the Specified Acquisitions, provided, that no
payments in respect of any such earnouts shall be permitted except to the extent that, at the time of such payment, no Default
shall exist or would result therefrom.
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(j) Section 7.05 (Dispositions) of the Credit Agreement is hereby amended by restating clause (i) of such Section in its entirety as follows:
(i)
Dispositions by the Borrower and its Subsidiaries of any Non-Core Assets so long as (x) the proceeds of any such Disposition are
either retained by the Borrower or are reasonably promptly reinvested by the Borrower in its reasonable business judgment and (y) assets
so disposed of in reliance on this Section 7.05(i) during the term of this agreement shall not account for (at the time of such disposition,
when aggregated with all prior dispositions made in reliance on this Section 7.05(i)) either (1) twenty percent (20%) of the Consolidated
total revenues of the Borrower and its Subsidiaries or (2) twenty percent (20%) of the Consolidated total assets of the Borrower and its
Subsidiaries, in each case measured as of the last day of the Measurement Period most recently ended prior to such disposition; and
(k) Section 7.14 (Prepayments, Etc. of Indebtedness) of the Credit Agreement is hereby amended by inserting the following new sentence
immediately following the last sentence of such Section:
“No Loan Party shall, nor shall it permit any of its Subsidiaries to, directly or indirectly, pay, redeem, purchase, defease or otherwise
satisfy any earnout payments incurred in connection with the Specified Acquisitions if, at the time of such payment, any Default shall exist or
would result therefrom.”
(l) Article IX (ADMINISTRATIVE AGENT) of the Credit Agreement is hereby amended by inserting the following new Section 9.12 in the
appropriate numerical order
“9.12 Certain ERISA Matters.
(a)
Each Lender (x) represents and warrants, as of the date such Person became a Lender party hereto, to, and (y) covenants,
from the date such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto, for the benefit of, the
Administrative Agent and not, for the avoidance of doubt, to or for the benefit of the Borrower or any other Loan Party, that at least one of the
following is and will be true:
(i)
such Lender is not using “plan assets” (within the meaning of Section 3(42) of ERISA or otherwise) of one or more
Benefit Plans with respect to such Lender’s entrance into, participation in, administration of and performance of the Loans, the Letters of
Credit, the Commitments, or this Agreement,
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(ii)
the transaction exemption set forth in one or more PTEs, such as PTE 84–14 (a class exemption for certain
transactions determined by independent qualified professional asset managers), PTE 95–60 (a class exemption for certain transactions
involving insurance company general accounts), PTE 90–1 (a class exemption for certain transactions involving insurance company
pooled separate accounts), PTE 91–38 (a class exemption for certain transactions involving bank collective investment funds) or PTE 96–
23 (a class exemption for certain transactions determined by in-house asset managers), is applicable with respect to such Lender’s
entrance into, participation in, administration of and performance of the Loans, the Letters of Credit, the Commitments and this
Agreement,
(iii)
(A) such Lender is an investment fund managed by a “Qualified Professional Asset Manager” (within the meaning
of Part VI of PTE 84–14), (B) such Qualified Professional Asset Manager made the investment decision on behalf of such Lender to
enter into, participate in, administer and perform the Loans, the Letters of Credit, the Commitments and this Agreement, (C) the entrance
into, participation in, administration of and performance of the Loans, the Letters of Credit, the Commitments and this Agreement
satisfies the requirements of sub-sections (b) through (g) of Part I of PTE 84–14 and (D) to the best knowledge of such Lender, the
requirements of subsection (a) of Part I of PTE 84–14 are satisfied with respect to such Lender’s entrance into, participation in,
administration of and performance of the Loans, the Letters of Credit, the Commitments and this Agreement, or
(iv)
such other representation, warranty and covenant as may be agreed in writing between the Administrative Agent, in
its sole discretion, and such Lender.
In addition, unless either (1) clause (i) in the immediately preceding clause (a) is true with respect to a Lender or (2) a Lender has
provided another representation, warranty and covenant in accordance with clause (iv) in the immediately preceding clause (a), such
Lender further (x) represents and warrants, as of the date such Person became a Lender party hereto, to, and (y) covenants, from the date
such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto, for the benefit of, the
Administrative Agent and not, for the avoidance of doubt, to or for the benefit of the Borrower or any other Loan Party, that the
Administrative Agent is not a fiduciary with respect to the assets of such Lender involved in such Lender’s entrance into, participation in,
administration of and performance of the Loans, the Letters of Credit, the Commitments and this Agreement (including in connection
with the reservation or exercise of any rights by the Administrative Agent under this Agreement, any Loan Document or any documents
related hereto or thereto).
(m) Section 11.20 (Acknowledgement and Consent to Bail-In of EEA Financial Institutions) of the Credit Agreement is hereby amended by (i)
deleting the words “EEA Financial Institutions” or “EEA Financial Institution” appearing therein and substituting in lieu thereof, the words
“Affected Financial Institutions” or “Affected Financial Institution”, as applicable, (ii) deleting the words “an EEA Resolution Authority”
appearing therein and substituting in lieu thereof, the words “the applicable Resolutions Authority” and (iii) deleting the words “any EEA
Resolution Authority” appearing therein and substituting in lieu thereof, the words “the applicable Resolutions Authority”.
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(n) Article XI (MISCELLANEOUS) of the Credit Agreement is hereby amended by inserting the following new Section 11.22 in the appropriate
numerical order:
“11.22 Acknowledgement Regarding Any Supported QFCs. To the extent that the Loan Documents provide support, through a
guarantee or otherwise, for any Swap Contract or any other agreement or instrument that is a QFC (such support, “QFC Credit Support”,
and each such QFC, a “Supported QFC”), the parties acknowledge and agree as follows with respect to the resolution power of the
Federal Deposit Insurance Corporation under the Federal Deposit Insurance Act and Title II of the Dodd-Frank Wall Street Reform and
Consumer Protection Act (together with the regulations promulgated thereunder, the “U.S. Special Resolution Regimes”) in respect of
such Supported QFC and QFC Credit Support (with the provisions above applicable notwithstanding that the Loan Documents and any
Supported QFC may in fact be stated to be governed by the laws of the State of New York and/or of the United States or any other state
of the United States): In the event a Covered Entity that is party to a Supported QFC (each, a “Covered Party”) becomes subject to a
proceeding under a U.S. Special Resolution Regime, the transfer of such Supported QFC and the benefit of such QFC Credit Support
(and any interest and obligation in or under such Supported QFC and such QFC Credit Support, and any rights in property securing such
Supported QFC or such QFC Credit Support) from such Covered Party will be effective to the same extent as the transfer would be
effective under the U.S. Special Resolution Regime if the Supported QFC and such QFC Credit Support (and any such interest, obligation
and rights in property) were governed by the laws of the United States or a state of the United States. In the event a Covered Party or a
BHC Act Affiliate of a Covered Party becomes subject to a proceeding under a U.S. Special Resolution Regime, Default Rights under the
Loan Documents that might otherwise apply to such Supported QFC or any QFC Credit Support that may be exercised against such
Covered Party are permitted to be exercised to no greater extent than such Default Rights could be exercised under the U.S. Special
Resolution Regime if the Supported QFC and the Loan Documents were governed by the laws of the United States or a state of the
United States. Without limitation of the foregoing, it is understood and agreed that rights and remedies of the parties with respect to a
Defaulting Lender shall in no event affect the rights of any Covered Party with respect to a Supported QFC or any QFC Credit Support.”
(o) Schedules 1.01(a), 1.01(c), 5.20(a), 5.20(b), 5.21(c), 5.21(d)(i), 5.21(f), 5.21(g)(ii), and 7.08 to the Credit Agreement are hereby amended by
restating each such Schedule in the form of Schedules 1.01(a), 1.01(c), 5.20(a), 5.20(b), 5.21(c), 5.21(d)(i), 5.21(f), 5.21(g)(ii), and 7.08, attached
to this Agreement. References to Schedule 1.01(e) shall be deleted from the Credit Agreement.
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SECTION 2. Amendments to Security Agreement.
(a) Section 3(e) (Equipment and Inventory) of the Security Agreement is hereby amended by restating such Section in its entirety as follows:
“(e)
Equipment and Inventory. With respect to any Equipment and/or Inventory of a Grantor, each such Grantor has exclusive
possession and control of such Equipment and Inventory of such Grantor except for (i) Equipment leased by such Grantor as a lessee, (ii)
Equipment or Inventory in transit with common carriers, (iii) so called “field inventory” or “trunk stock” inventory in the possession of
employees or independent sales contractors in the ordinary course of business consistent with past practice for the sale of such Inventory
in the in the ordinary course of business, (iv) Equipment and/or Inventory in the possession or control of a warehouseman, bailee or any
agent or processor of such Grantor to the extent such Grantor has complied with Section 4(e) and (v) Inventory that is held by a Person
other than such Grantor pursuant to a consignment or similar arrangement to the extent such Grantor has complied with Section 4(e)(ii).
Collateral consisting of Inventory is of good and merchantable quality, free from material defects. None of such Inventory is subject to
any licensing, Patent, Trademark, trade name or Copyright with any Person that restricts any Grantor’s ability to use, manufacture, lease,
sell or otherwise dispose of such Inventory. The completion of the manufacturing process of such Inventory by a Person other than the
applicable Grantor would be permitted under any contract to which such Grantor is a party or to which the Inventory is subject.”
(b) Section 4(e) (Collateral Held by Warehouseman, Bailee, etc.) of the Security Agreement is hereby amended by inserting the following text
immediately prior to the end of subparagraph (ii) of such Section 4(e):
“; provided, however, that with respect to (x) any such consigned Inventory stored with any one consignee (or group of affiliated
consignees) with a value in excess of $50,000 and (y) any such consigned Inventory the value of which, when aggregated with the value
of all other such consigned Inventory, exceeds $2,000,000, such Grantor shall (without the further request of the Administrative) take all
of the foregoing actions and shall provide satisfactory evidence of the same to the Administrative Agent.”
(c) The undersigned hereby agrees that the Equity Interests of Parcus and ArthroSurface listed on Schedule 5.21(f) attached hereto shall be and
become part of the Pledged Equity referred to in Section 2 of the Security Agreement and shall secure all Secured Obligations. Notwithstanding
the requirements set forth in the Loan Documents, including the requirements set forth in Section 6.14 of the Credit Agreement, the Borrower, the
Administrative Agent and the Lenders hereby agree that the Borrower shall only be required to deliver certificates (together with applicable
transfer powers) representing the Equity Interests of Parcus to the Administrative Agent, upon the earlier to occur of (x) thirty (30) days’ prior
written request therefor by the Administrative Agent and (y) the date that any such Equity Interest is evidenced by a certificate. The Borrower
hereby confirms that none of the Equity Interests of Parcus by its terms expressly provides that it is a Security (as defined in the Security
Agreement) governed by Article 8 of the UCC.
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SECTION 3. Reaffirmation of Obligations Under Loan Documents, Etc.
a.
Reaffirmation and Confirmation of Obligations Under Loan Documents. The Borrower and each other Loan Party agrees
that each Loan Document to which such party is a party remains in full force and effect, and the Borrower and each other Loan Party reaffirms the
continued validity of, and ratifies, each Loan Document to which it is a party and agrees and confirms that it will perform and observe all Obligations,
covenants and agreements to be performed by it under and in accordance with the Credit Agreement and the other Loan Documents. The Borrower and
each other Loan Party further agree and confirm that each of them shall continue to be bound in all respects by all of the terms and conditions of the Credit
Agreement, and each other Loan Document to which the Borrower or such Loan Party is a party.
b.
Reaffirmation and Confirmation of Obligations. For the avoidance of doubt, the Borrower and each other Guarantor (i)
reaffirms the continued validity of, and ratifies, and agrees and confirms its Obligations set forth in the Loan Documents remain in full force and effect and
(ii) agrees that the Credit Agreement and the other Loan Documents executed by the Loan Parties, are legal, valid and binding obligations of the Loan
Parties party thereto and are enforceable against the Loan Parties in accordance with the terms thereof, except as may be limited by applicable bankruptcy,
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights generally and by general principles of equity. The
Loan Parties by their execution below hereby (i) restates, ratifies and reaffirms the Obligations, the Credit Agreement and the other Loan Documents
executed by the Loan Parties, and each and every term, covenant, and condition of the Loan Parties set forth in the Credit Agreement and the other Loan
Documents; (ii) restates and renews each and every representation and warranty heretofore made by the Loan Parties in the Credit Agreement and the other
Loan Documents as fully as if made on the date hereof and with specific reference to this Agreement (except with respect to representations and warranties
made as of an expressed date, in which case such representations and warranties shall be true and correct as of such date); and (iii) ratifies, reaffirms,
renews and restates the grant by the Loan Parties of a continuing security interest in, and a right to set off against, any and all right, title, and interest of the
Loan Parties in all of the Collateral in favor of Administrative Agent, for the benefit of Secured Parties, and acknowledges and stipulates that such security
interests and Liens are duly perfected, first priority security interests and Liens, subject to Permitted Liens, and that all of the Obligations continue to be
secured, without interruption, by such security interests and Liens.
c.
No Novation. The Borrower and each other Loan Party agree that this Agreement is not intended to be, and is not, a
novation of any of the Loan Documents or any of the Obligations thereunder and each does hereby ratify, confirm and reaffirm each of the agreements,
covenants, and undertakings made by it under the Credit Agreement and each and every other Loan Document executed by it in connection therewith or
pursuant thereto and confirms that the “Obligations” remain in full force and effect.
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SECTION 4. Representations and Warranties. The Borrower and each other Loan Party reaffirms each of its representations and warranties set
forth in the Credit Agreement and each other Loan Document to which it is a party (other than any such representations and warranties that, by their terms,
refer to a specific date and time other than the date hereof). The Borrower and each other Loan Party hereby represents and warrants that (a) the execution,
delivery and performance by the Borrower of this Agreement and the consummation of the transactions contemplated hereby (i) are within such Loan
Party’s organizational powers and have been duly authorized by all necessary organizational action, (ii) will not violate any Organizational Document of
the Borrower or any of its Subsidiaries, any law, treaty, rule or regulation, or determination of a Governmental Authority, in each case applicable to or
binding upon the Borrower or any of its Subsidiaries or any of such Person’s Property or to which the Borrower or any of its Subsidiaries or any of such
Person’s property is subject, or any judgment, order or ruling of any Governmental Authority, and (iii) will not violate or result in a default under any
Material Contract of the Borrower or any of its Subsidiaries or any of its assets or give rise to a right thereunder to require any payment to be made by the
Borrower or any of its Subsidiaries, and (b) this Agreement has been duly executed and delivered by the Loan Parties and constitutes the valid and binding
obligation of each Loan Party, enforceable against it in accordance with its terms, except as may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights generally and by general principles of equity.
SECTION 5. Reference to and Effect on the Loan Documents. The parties hereto hereby agree that this Agreement shall constitute a “Loan
Document” for all purposes of the Credit Agreement.
SECTION 6. Conditions Precedent. This Agreement shall become effective as of the date first set forth above upon the receipt by the
Administrative Agent of the following (with (x) the amendments set forth in Sections 1 (other than the modification to the definitions of Base Rate and
Eurodollar Rate, which modifications shall be effective as of the date of this Agreement) and 2 above being deemed effective retroactive to January 24,
2020):
a.

counterparts to this Agreement, duly executed by the Administrative Agent, the Lenders and each Loan Party;

b.
duly executed and effective Joinder Agreements with respect to each of the Subsidiaries of the Borrower acquired pursuant
to the Specified Acquisitions, together with all such documentation as may be required pursuant to Section 6.13 of the Credit Agreement; and
c.

such other assurances, certificates, documents, consents or opinions as the Administrative Agent reasonably may require.

SECTION 7. Post-Closing Covenants. Notwithstanding anything to the contrary set forth in the Loan Documents, the Administrative Agent and
the Lenders hereby agree that the following items may be delivered at the times specified below:
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On or prior to July 30, 2020 (or such later date as the Administrative Agent may agree in its sole discretion) the Borrower shall deliver to the
Administrative Agent copies of supplemental insurance policies, declaration pages, certificates, and endorsements of insurance or insurance binders
evidencing liability, casualty, property, terrorism and business interruption insurance meeting the requirements set forth in the Credit Agreement and the
Collateral Documents or as required by the Administrative Agent, reflecting coverage with respect to the properties and assets acquired in connection with
the Specified Acquisitions.
Within sixty (60) days of the Second Amendment Effective Date (or such later date as the Administrative Agent may agree in its sole discretion), the
Borrower shall deliver to the Administrative Agent with respect to (x) each headquarters location of Parcus and Arthrosurface, a landlord waiver and
consent (in form and substance reasonably satisfactory to the Administrative Agent) from the landlords on such real property to the extent the Loan Parties
are able to secure such landlord waiver and consent after using commercially reasonable efforts and (y) each bailee location of Parcus and Arthrosurface, a
bailee acknowledgement (in form and substance reasonably satisfactory to the Administrative Agent) from the Persons in possession of any material
amounts of Collateral of Parcus and Arthrosurface to the extent the Loan Parties are able to secure such bailee acknowledgement after using commercially
reasonable efforts.
Within ninety (90) days of the Closing Date (or such later date as the Administrative Agent may agree in its sole discretion), the Administrative Agent shall
have received all (i) original certificates (together with appropriate transfer powers) representing the Equity Interests of ArthroSurface listed on Schedule
5.21(f) attached hereto and (ii) Instruments, Documents or Tangible Chattel Paper acquired in connection with or relating to the Specified Acquisitions that
are required to be pledged and delivered to the Administrative Agent pursuant to Section 4(c)(i) of the Security Agreement.
Within ninety (90) days of the Closing Date (or such later date as the Administrative Agent may agree in its sole discretion), the Borrower shall to deliver
to the Administrative Agent Qualifying Control Agreements with respect to each of the deposit accounts and securities accounts of Parcus and
Arthrosurface, in compliance with Section 6.14(d) of the Credit Agreement.
SECTION 8. Delivery by Electronic Transmission. Delivery of an executed counterpart of a signature page to this Agreement in electronic format
(including .pdf format) by electronic transmission shall be effective as delivery of an original executed counterpart of this Agreement.
SECTION 9. GOVERNING LAW. THIS AGREEMENT AND ANY CLAIMS, CONTROVERSY, DISPUTE OR CAUSE OF ACTION
(WHETHER IN CONTRACT OR TORT OR OTHERWISE) BASED UPON, ARISING OUT OF OR RELATING TO THIS AGREEMENT AND THE
TRANSACTIONS CONTEMPLATED HEREBY SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
STATE OF NEW YORK.
SECTION 10. Expenses. The Loan Parties shall pay on demand all reasonable, documented out-of-pocket expenses in any way relating to the
enforcement or protection of the Administrative Agent’s rights under this Agreement, including any incurred during any “workout” or restructuring in
respect of the Obligations and any incurred in the preservation, protection or enforcement of any rights of any Guaranteed Party (as defined in the
Guaranty) in any proceeding under any Debtor Relief Laws. The obligations of the Loan Parties under this provision shall survive the payment in full of the
Obligations and termination of the Loan Documents.
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SECTION 11. No Waiver. Nothing contained herein shall constitute a waiver of, impair or otherwise affect any of the Obligations, Guaranteed
Obligations or any other obligation of any party hereto.
SECTION 12. Survival of Representations and Warranties. All representations and warranties made in this Agreement or any other Loan
Document shall survive the execution and delivery of this Agreement, and no investigation by the Administrative Agent or the Lenders shall affect the
representations and warranties or the right of the Administrative Agent and the Lenders to rely upon them.

[Remainder of page intentionally left blank; signature pages follow]
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IN WITNESS WHEREOF, the parties have each caused this Agreement to be duly executed and delivered by its officer thereunto duly
authorized as of the date first above written.
ANIKA THERAPEUTICS, INC.
By: /s/ Sylvia Cheung
Name: Sylvia Cheung
Title: Chief Financial Officer

Anika Therapeutics -Signature Page to Second Amendment to Credit Agreement

PARCUS MEDICAL, LLC
By: /s/ Charles Sherwood III
Name: Charles Sherwood III
Title: Manager

Anika Therapeutics -Signature Page to Second Amendment to Credit Agreement

ARTHROSURFACE INCORPORATED
By: /s/ Frank Fedorowicz
Name: Frank Fedorowicz
Title: Executive Vice President, Chief Financial Officer, Treasurer and Secretary

Anika Therapeutics -Signature Page to Second Amendment to Credit Agreement

BANK OF AMERICA, N.A., as Administrative
Agent, Lender, Swingline Lender and a L/C Issuer

By: /s/ Molly Kropp
Name: Molly Kropp
Title: Vice President

Anika Therapeutics -Signature Page to Second Amendment to Credit Agreement

Restated Schedules to Credit Agreement
(Schedules 1.01(a), 1.01(c), 5.20(a), 5.20(b), 5.21(c), 5.21(d)(i), 5.21(f), 5.21(g)(ii) and 7.08)

Schedule 1.01(a)
Certain Addresses for Notices
Borrower:

Lender:

Anika Therapeutics, Inc.
32 Wiggins Avenue
Bedford, MA 01730
Attn: Sylvia Cheung, Chief Financial Officer
Phone: [omitted]
Email: [omitted]
Fax Number: [omitted]
Website Address: www.anikatherapeutics.com

For payments and Requests for Credit Extensions

With a Copy to:
Anika Therapeutics, Inc.
32 Wiggins Avenue
Bedford, MA 01730
Attn: Charles Sherwood III, Vice President Corporate Legal Counsel
Phone: [omitted]
Email: [omitted]
Fax Number: [omitted]
Website Address: www.anikatherapeutics.com

Bank of America, N.A.
901 Main St.
Dallas, TX 75202
Attn: [omitted]
Phone: [omitted]
Email: [omitted]
Fax Number: [omitted]
Account No.: [omitted]
Ref: [omitted]
ABA#: [omitted]
Other Notices for Lender:
Bank of America, N.A.
100 Federal Street
MA5-100-08-13
Boston, MA 02110
Attn: Molly Kropp
Phone: [omitted]
Email: [omitted]
Fax Number: [omitted]

Schedule 1.01(c)
Responsible Officers
·

Responsible Officers of Anika Therapeutics, Inc.:
Name
Cheryl R. Blanchard
Sylvia Cheung

·

Responsible Officers of Arthrosurface, Incorporated:
Name
Steven Ek
Frank Fedorowicz

·

Office
President and Chief Executive Officer
Chief Financial Officer, Treasurer, Assistant Secretary

Office
President
Executive Vice President, Treasurer, Secretary

Responsible Officers of Parcus Medical, LLC:
Name
Charles Sherwood III
Sylvia Cheung

Office
Manager
Secretary and Treasurer

Schedule 5.20(a)
Subsidiaries, Joint Ventures, Partnerships and other Equity Investments

Loan Party
Anika Therapeutics, Inc.
Anika Therapeutics, Inc.

Subsidiary, Joint
Venture,
Partnership Or
Other Equity
Investment
Anika Securities, Inc.
Anika Therapeutics S.r.l.

Anika Therapeutics, Inc.
Anika Therapeutics, Inc.
Anika Therapeutics, Inc.

Anika Therapeutics Ltd.
Arthrosurface, Incorporated
Parcus Medical, LLC

Number of Shares
of Each Class of
Equity Interests In
Each Subsidiary
Outstanding
1,000
11
100
100
100 Units

__________________________
1 Note: The Equity Interests of Anika Therapeutics S.r.l. are not represented by shares.

Number and
Percentage of
Outstanding Shares
of Each Class of
Equity Interests
Owned by such
Loan Party
1,000 (100%)
One hundred percent (100%)

Class or Nature
of Equity
Interests
Common (Voting) Shares
Ordinary Quota

100 (100%)
100 (100%)
100 (100%)

Common Shares
Common Shares
Member Units

Schedule 5.20(b)
Loan Parties
·

Anika Therapeutics, Inc.:

(i)

Exact Legal Name: Anika Therapeutics, Inc.

(ii)

Former Legal Names In Preceding Four (4) Months: None.

(iii)

Jurisdiction of Incorporation: Delaware

(iv)

Type of Organization: Corporation

(v)

Other Jurisdictions Where Qualified To Do Business: Massachusetts

(vi)

Address of Chief Executive Office: 32 Wiggins Avenue, Bedford, MA 01730

(vii)

Address of Principal Place of Business: 32 Wiggins Avenue, Bedford, MA 01730

(viii)

U.S. Federal Taxpayer Identification Number: 04-3145961

(ix)

Organizational Number: 6919234

(x)

Ownership Information: Publicly Held

(xi)

Industry: Life Sciences, Medical Devices, Pharmaceuticals

·

ArthroSurface, Incorporated:

(i)

Exact Legal Name: ArthroSurface, Incorporated

(ii)

Former Legal Names In Preceding Four (4) Months: None.

(iii)

Jurisdiction of Incorporation: Delaware

(iv)

Type of Organization: Corporation

(v)

Other Jurisdictions Where Qualified To Do Business: Massachusetts, Pennsylvania, South Carolina, Maine.

(vi)

Address of Chief Executive Office: 28 Forge Parkway, Franklin, MA 02038

(vii)

Address of Principal Place of Business: 28 Forge Parkway, Franklin, MA 02038

(viii)

U.S. Federal Taxpayer Identification Number: 04-3579209

(ix)

Organizational Number: 3428113

(x)

Ownership Information: Wholly-owned subsidiary of Anika Therapeutics, Inc.

(xi)

Industry: Life Sciences, Medical Devices

·

Parcus Medical, LLC:

(i)

Exact Legal Name: Parcus Medical, LLC

(ii)

Former Legal Names In Preceding Four (4) Months: None.

(iii)

Jurisdiction of Incorporation: Wisconsin

(iv)

Type of Organization: Limited Liability Company

(v)

Other Jurisdictions Where Qualified To Do Business: Wisconsin, Florida

(vi)

Address of Chief Executive Office: 6423 Parkland Drive, Suites 101 and 102, Sarasota, FL 34243

(vii)

Address of Principal Place of Business: 6423 Parkland Drive, Suites 101 and 102, Sarasota, FL 34243

(viii)

U.S. Federal Taxpayer Identification Number: 04-3145961

(ix)

Organizational Number: P049565

(x)

Ownership Information: Wholly-owned subsidiary of Anika Therapeutics, Inc.

(xi)

Industry: Life Sciences, Medical Devices

Schedule 5.21(c)
Documents, Instruments and Tangible Chattel Paper
1.

Intercompany Note between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. evidencing an intercompany loan with an outstanding principal of
€4,688,832 plus applicable interest at a rate of 1.6% per annum as of April 30, 2020.

2.

Intercompany Note between Anika Therapeutics, Inc. and Arthrosurface, Incorporated evidencing an intercompany loan with an outstanding principal
of $1,698,231 plus applicable interest as of April 30, 2020.

3.

Intercompany Note between Anika Therapeutics, Inc. and Parcus Medical, LLC evidencing an intercompany loan with an outstanding principal of
$3,968,069 plus applicable interest as of April 30, 2020.

Schedule 5.21(d)(i)
Deposit Accounts and Securities Accounts
[omitted]

Schedule 5.21(f)
Pledged Equity Interests
(i)

Pledged Equity
Percentage
Ownership of
Outstanding
Shares

Loan Party
Anika Therapeutics, Inc.

Issuer
Anika Therapeutics S.r.l.

Number of
Shares
N/A

Certificate
Number
N/A

Class
N/A

Anika Therapeutics, Inc.
Anika Therapeutics, Inc.

Anika Securities, Inc.
Anika Therapeutics Ltd.

1,000
65

2
N/A

Common
Common

Anika Therapeutics, Inc.

Arthrosurface, Incorporated

100

Common

Anika Therapeutics, Inc.

Parcus Medical, LLC

100

N/A4
N/A

100%3
100%

Member Units

100%

(ii)

100%2
100%

Other Equity Interests Pledged
None.

__________________________
2 Note: Only sixty-five percent (65%) of the outstanding shares of Anika Therapeutics S.r.l. constitute Pledged Equity as of the Closing date.
3 Note: Only sixty-five percent (65%) of the outstanding shares of Anika Therapeutics Ltd. constitute Pledged Equity.
4 Note: Share certification to be completed after Joinder execution.

Schedule 5.21(g)(ii)
Other Properties
·

Headquarters Locations:

Loan Party
Anika Therapeutics, Inc.
Arthrosurface, Incorporated
Parcus Medical, LLC

·

Property Address
Leased or Owned
32 Wiggins Avenue, Bedford, MA 01730 Leased
(Middlesex County)
28 Forge Parkway, Franklin, MA 02038 Leased
(Norfolk County)
6423 Parkland Drive, Suites 101 and 102, Leased
Sarasota, Florida
34243 (Sarasota County)

Name of Lessor
Farley White Wiggins, LLC
Donovan Holdings, LLC
High Properties

Other Administrative Locations:
Some documents are maintained by Iron Mountain at a facility located at 175 Bearfoot Road, Northborough, MA 01532.

·

Other Collateral Locations:
Anika Therapeutics, Inc.
·

Some information technology back-up is located at 21 Terry Avenue, Burlington, MA 01803.

Arthrosurface, Incorporated – 3rd Party Inventory Locations
·

GlobalMed Logistix, LLC: 1880 Beaver Ridge Cir, Norcross, GA 30071

·

Primo Medical Group: 75 Mill St, Stoughton, MA 02072

Parcus Medical
·

Parcus Medical (2nd Facility – Leased by High Properties): 6455 Parkland Drive, Suite 101, Sarasota, FL 34243

Schedule 7.08
Transactions with Affiliates
1.

Contract Manufacturing Agreement between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of January 31, 2019.

2.

Intercompany Services Agreement between Anika Therapeutics, Inc. and Anika Therapeutics Ltd. dated effective as of June 19, 2019.

3.

Intercompany Services Agreement between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of June 19, 2019, as amended
August 23, 2019.

4.

Distribution Agreement for Hyalofast Product between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of March 30, 2017.

5.

Intercompany Note between Anika Therapeutics, Inc. and Anika Therapeutics S.r.l. evidencing an intercompany loan with an outstanding principal of
€4,688,832 plus applicable interest at a rate of 1.6% per annum as of April 30, 2020.

6.

Contract for Authorised Representative Services (in accordance with European regulatory directives for CE mark of medical devices) between Anika
Therapeutics, Inc. and Anika Therapeutics S.r.l. dated effective as of May 12, 2017.

7.

Intercompany Note between Anika Therapeutics, Inc. and Arthrosurface, Incorporated evidencing an intercompany loan with an outstanding principal
of $1,698,231 plus applicable interest as of April 30, 2020.

8.

Intercompany Note between Anika Therapeutics, Inc. and Parcus Medical, LLC evidencing an intercompany loan with an outstanding principal of
$3,968,069 plus applicable interest as of April 30, 2020.

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

I have reviewed this report on Form 10-Q for the quarterly period ended March 31, 2020 of Anika Therapeutics, Inc.;

2.

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

3.

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

4.

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

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

(b)

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

(c)

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

(d)

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

5.

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

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

(b)

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

Date: May 22, 2020

/s/ CHERYL BLANCHARD
Cheryl R. Blanchard, Ph.D.
President and Chief Executive Officer
Principal Executive Officer

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

I have reviewed this report on Form 10-Q for the quarterly period ended March 31, 2020 of Anika Therapeutics, Inc.;

2.

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

3.

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

4.

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

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

(b)

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

(c)

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

(d)

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

5.

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

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

(b)

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

Date: May 22, 2020

/s/ SYLVIA CHEUNG
Sylvia Cheung
Chief Financial Officer
Principal Financial Officer

Exhibit 32.1
Certification of Principal Executive Officer and Principal Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
The undersigned officers of Anika Therapeutics, Inc. (the “Company”) hereby certify to their knowledge and in their respective capacities that
the Company’s quarterly report on Form 10-Q to which this certification is attached (the “Report”), as filed with the Securities and Exchange Commission
on the date hereof, fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), and that the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
Date: May 22, 2020

/s/ CHERYL BLANCHARD
Cheryl R. Blanchard, Ph.D.
President and Chief Executive Officer
Principal Executive Officer

Date: May 22, 2020

/s/ SYLVIA CHEUNG
Sylvia Cheung
Chief Financial Officer
Principal Financial Officer

This certification shall not be deemed “filed” for any purpose, nor shall it be deemed to be incorporated by reference into any filing, under the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended.

