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PROSOMNUS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

March 31, 2023 December 31, 
     (Unaudited)      2022

ASSETS         
Current assets:         

Cash and cash equivalents   $ 11,560,319   $ 15,916,141
Accounts receivable, net   2,662,752   2,843,148
Inventory   758,189   639,945
Prepaid expenses and other current assets   1,571,197   1,846,870

Total current assets   16,552,457   21,246,104
Property and equipment, net   2,994,769   2,404,402
Right-of-use assets, net 8,775,016 9,283,222
Other assets   262,913   262,913

Total assets   $ 28,585,155   $ 33,196,641

LIABILITIES AND STOCKHOLDERS’ DEFICIT         
Current liabilities:         

Accounts payable $ 1,309,656 $ 2,101,572
Accrued expenses 4,906,746 3,706,094
Equipment financing obligation 57,839 58,973
Finance lease liabilities 898,027 1,008,587
Operating lease liabilities 329,767 215,043

Total current liabilities 7,502,035 7,090,269

Equipment financing obligation, net of current portion 171,984 185,645
Finance lease liabilities, net of current portion 1,917,877 2,081,410
Operating lease liabilities, net of current portion 5,452,282 5,525,562
Senior Convertible notes 14,478,000 13,651,000
Subordinated Convertible note 12,079,380 10,355,681
Earnout liability 11,310,000 12,810,000
Warrant liability 2,834,062 1,991,503

Total noncurrent liabilities 48,243,585 46,600,801
Total liabilities 55,745,620 53,691,070

Commitments and contingencies

Stockholders’ deficit:
Preferred stock, $0.0001 par value, 1,000,000 shares authorized at March 31, 2023 and December 31,
2022; no shares issued and outstanding — —
Common stock, $0.0001 par value, 100,000,000; 16,041,464 shares issued and outstanding at
March 31, 2023 and  December 31, 2022 1,604 1,604
Additional paid-in capital 190,524,697 190,298,562
Accumulated deficit (217,686,766) (210,794,595)
Total stockholders’ deficit (27,160,465) (20,494,429)

Total liabilities and stockholders’ deficit $ 28,585,155 $ 33,196,641

See notes to condensed consolidated financial statements.
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PROSOMNUS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

     Three months ended     
March 31, 2023 March 31, 2022

Revenue $ 5,808,380 $ 3,743,143

Cost of revenue 2,756,631 1,578,496

Gross profit 3,051,749 2,164,647

Operating expenses   
Sales and marketing 2,824,048 2,117,419
Research and development 1,018,969 557,633
General and administrative 3,353,007 1,353,735

Total operating expenses 7,196,024 4,028,787

Net Loss from Operations (4,144,275) (1,864,140)

Other income (expense)      
Interest expense (1,171,810) (1,095,837)
Change in fair value of earnout liability 1,500,000 —
Change in fair value of debt (1,827,000) —
Change in fair value of warrant liability (842,559) (20,756)
Other expense (406,527) —

Total other expense (2,747,896) (1,116,593)

Net loss before income taxes (6,892,171) (2,980,733)

Net loss $ (6,892,171) $ (2,980,733)

Net loss per share attributable to common stockholders, basic and diluted $ (0.43) $ (0.75)

Weighted average shares used in computing net loss per share attributable to
common stockholders, basic and diluted 16,041,464 3,980,204

See notes to condensed consolidated financial statements.
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PROSOMNUS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT
For the three months ended March 31, 2023

Additional Total
Common Stock Paid-In  Accumulated Stockholders'

     Shares      Amount Capital Deficit      Deficit
Balance as of January 1, 2023 16,041,464 $ 1,604 $ 190,298,562 ($ 210,794,595) ($ 20,494,429)

Stock-based compensation expense — — 226,135 — 226,135

Net loss — — — (6,892,171) (6,892,171)
Balance as of March 31, 2023 16,041,464 $ 1,604 $ 190,524,697 ($ 217,686,766) ($ 27,160,465)

CONDENSED CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT

For the three months ended March 31, 2022

Redeemable Convertible Preferred Stock Additional Total
Series B Series A Common Stock Paid-In    Accumulated Stockholders'

     Shares      Amount      Shares      Amount      Shares      Amount      Capital      Deficit      Deficit

Balance as of January 1, 2022 7,288,333 $ 12,389,547 26,245 $ 26,245,000 24,566,386 $ 2,456 $ 150,425,960 ($ 203,649,275) ($ 53,220,859)

Vesting of restricted stock
awards — — — — 73,724 7 (7) — —

Net loss — — — — — — — (2,980,733) (2,980,733)
Balance as of March 31, 2022 7,288,333 $ 12,389,547 26,245 $ 26,245,000 24,640,110 $ 2,463 $ 150,425,953 ($ 206,630,008) ($ 56,201,592)

See notes to condensed consolidated financial statements.
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PROSOMNUS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Three Months Ended March 31, 
     2023      2022

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (6,892,171) $ (2,980,733)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation   166,814   83,404
Amortization of finance right-of-use asset 180,207 153,546
Amortization of operating right-of-use asset 135,965 —
Noncash interest   1,101,056   903,864
Noncash research and development   100,000   —
Loss on disposal of property and equipment 117,449   —
Amortization of debt discount   —   36,500
Bad debt expense   138,850   12,510
Stock-based compensation   226,135   —
Change in Earnout Liability (1,500,000) —
Change in fair value of debt 1,827,000 —
Change in fair value of warrant liability   842,559   20,756
Impairment of assets 273,746 —
Changes in operating assets and liabilities:         

Accounts receivable   41,546   383,277
Inventory   (118,244)  (312,099)
Prepaid expenses and other current assets   275,673   (117,295)
Other assets   —   (764,157)
Accounts payable   (791,916)  824,033
Accrued expenses   708,295   299,643
Operating lease liability 74,733 (6,084)

Net cash used in operating activities   (3,092,304)  (1,462,835)

CASH FLOWS FROM INVESTING ACTIVITIES:         
Purchases of property and equipment   (974,630)  (129,409)

Net cash used in investing activities   (974,630)  (129,409)

CASH FLOWS FROM FINANCING ACTIVITIES:         
Proceeds from line of credit   —   7,000,000
Repayments of line of credit   —   (7,587,816)
Proceeds from issuance of subordinated notes   —   300,000
Principal payments on finance lease obligations   (274,094)  (255,924)
Principal payments on equipment financing obligation (14,794) (7,320)
Repayments of subordinated loan and security agreement   —   (191,049)
Proceeds from issuance of unsecured subordinated promissory notes   —   3,000,000
Repayments of unsecured subordinated promissory notes (500,000)

Net cash provided by financing activities   (288,888)  1,757,891
Net increase (decrease) in cash and cash equivalents   (4,355,822)  165,647
Cash and cash equivalents at beginning of year   15,916,141   1,500,682
Cash and cash equivalents at end of year $ 11,560,319 $ 1,666,329
Supplemental disclosure of cash flow information:          

Cash paid for interest $ — $ 145,654

Cash paid for franchise taxes $ — $ 4,085
Supplemental disclosure of noncash investing and financing activities:          

Acquisition of property and equipment through capital leases $ — $ 291,031

See notes to consolidated financial statements.
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PROSOMNUS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF THE BUSINESS

Company Organization

ProSomnus, Inc., and its wholly owned subsidiaries, ProSomnus Holdings, Inc., ProSomnus Sleep Technologies, Inc. (collectively,
the “Company”) is an innovative medical technology company that develops, manufactures, and markets its proprietary line of precision
intraoral medical devices for treating and managing patients with obstructive sleep apnea (“OSA”).

The Company is located in Pleasanton, California and was incorporated as a Delaware company on May 3, 2022.  Its accounting
predecessor company, ProSomnus Sleep Technologies, Inc. was incorporated as a Delaware company on March 2, 2016.

NOTE 2 — BASIS OF ACCOUNTING AND SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements include the accounts of the Company and its wholly-
owned subsidiaries and have been prepared in accordance with generally accepted accounting principles in the United States (GAAP) for
interim financial information and in accordance with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they
do not include all of the information and footnotes required by GAAP for complete financial statements. The unaudited interim
condensed consolidated financial statements have been prepared on the same basis as the annual financial statements. In the opinion of
management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments (consisting only of normal
recurring adjustments) considered necessary for a fair presentation. These financial statements should be read in conjunction with the
audited financial statements and notes thereto for the preceding fiscal year contained in the Company’s Annual Report on Form 10-K
filed on April 14, 2023 with the U.S. Securities and Exchange Commission.

The results of operations for the three months ended March 31, 2023 are not necessarily indicative of the results to be expected for
the year ending December 31, 2023. The condensed consolidated balance sheet as of December 31, 2022 has been derived from audited
financial statements at that date but does not include all of the information required by GAAP for complete financial statements.  

Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries. Intercompany balances and transactions have been eliminated in consolidation.

Liquidity and Management’s Plans

The Company has incurred recurring losses from operations and recurring negative cash flows from operating activities.
March 31, 2023, the Company had a working capital $9.1 million and cash and cash equivalents of $11.6 million.

Based on cash flow projections from operating and financing activities and existing balance of cash and cash equivalents and
investments, management is of the opinion that the Company has sufficient funds for sustainable operations, and it will be able to meet
its payment obligations from operations and debt related commitments for at least one year from the issuance date of these condensed
consolidated financial statements. Based on the above considerations, the Company’s condensed consolidated financial statements have
been prepared on a going concern basis, which contemplates the realization of assets and liquidation of liabilities during the normal
course of operations.
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The Company’s ability to continue as a going concern is dependent on management’s ability to control operating costs and maintain
revenue growth forecast. Management believes there is not substantial doubt about the ability of the Company to meet its obligations and
operations for twelve months after the issuance of the condensed consolidated financial statements.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenue and expenses, and disclosure of contingent assets and
liabilities. Actual results could differ from these estimates, and such differences could materially affect the results of operations reported
in future periods. The Company’s significant estimates in these condensed consolidated financial statements relate to the fair values, and
the underlying assumptions used to formulate such fair values, of its senior and subordinated convertible notes, earn-out liability, and
warrants.  Estimates also include the allowance for doubtful accounts receivable, warranty and earned discount accruals, measurements
of tax assets and liabilities and stock-based compensation.

Fair Value of Financial Instruments

The accounting standard for fair value measurements provides a framework for measuring fair value and requires expanded
disclosures regarding fair value measurements. Fair value is defined as the price that would be received for an asset or the exit price that
would be paid to transfer a liability in the principal or most advantageous market in an orderly transaction between market participants
on the measurement date.

This accounting standard establishes a fair value hierarchy, which requires an entity to maximize the use of observable inputs, where
available. The following summarizes the three levels of inputs that may be used to measure fair value:

Level 1 Inputs — The valuation is based on quoted prices in active markets for identical instrument.

Level 2 Inputs — The valuation is based on observable inputs such as quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active, and model — based valuation techniques for which all
significant assumptions are observable in the market.

Level 3 Inputs — The valuation is based on unobservable inputs that are supported by minimal or no market activity and that are
significant to the fair value of the instrument. Level 3 valuations are typically performed using pricing models, discounted cash flow
methodologies, or similar techniques that incorporate management’s own estimates of assumptions that market participants would
use in pricing the instrument, or valuations that require significant management judgment or estimation.

Changes in fair value measurements categorized within Level 3 of the fair value hierarchy are analyzed each period based on
changes in estimates or assumptions and recorded as appropriate.

Under the fair value election as prescribed by ASC 815, the Company will record changes in fair value through the consolidated
statement of operations as a fair value adjustment of the convertible debt each reporting period, with the portion of the change that results
from a change in the instrument-specific credit risk recorded separately in other comprehensive income, if applicable. The change in fair
value of the instrument will be recorded as a fair value adjustment of convertible debt within the consolidated statement of operations.
The Company has elected to separately present interest expense related to the Senior and Subordinated Promissory Notes on the
condensed consolidated statement of operations.

At March 31, 2023 and 2022, the warrants related to the Senior and Subordinated Convertible Notes, warrant liability and the Earn-
out liability are classified within Level 3 of the valuation hierarchy.
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The following tables provide a summary of the financial instruments that are measured at fair value on a recurring basis:

          March 31, 2023
     Fair Value      Level 1      Level 2      Level 3

Senior Convertible Notes $ 14,478,000 $ — $ —   $ 14,478,000
Subordinated Convertible Notes 12,079,380 — — 12,079,380
Earn-out liability 11,310,000 — — 11,310,000
Warrant liability 2,834,062 — — 2,834,062

          December 31, 2022
     Fair Value      Level 1      Level 2      Level 3

Senior Convertible Notes $ 13,651,000 $ — $ —   $ 13,651,000
Subordinated Convertible Notes 10,355,681 — — 10,355,681
Earn-out liability 12,810,000 — — 12,810,000
Warrant liability 1,991,503 — — 1,991,503

A financial instrument’s level within the fair value hierarchy is based on the lowest level of input that is significant to the fair value
measurement.

The Company believes the carrying amounts of financial instruments including cash and cash equivalents, accounts receivable (net
of allowance for doubtful accounts), accounts payable, and revolving line of credit approximate fair value due to their short-term nature.

Cash and Cash Equivalents

The company considers all demand deposits with an original maturity to the Company of 90 days or less as cash and cash
equivalents. The Company places its cash and cash equivalents with high credit-quality financial institutions. As of March 31, 2023 and
December 31, 2022, the Company had $11.6 million and $15.9 million of cash and cash equivalents, respectively.

Senior and Subordinated Convertible Notes

The Company accounts for its senior and subordinated convertible notes as derivatives in accordance with, ASC 815-10, Derivatives
and Hedging, and ASC 815-15, Embedded Derivatives, depending on the nature of the derivative instrument. ASC 815 requires each
contract that is not a derivative in its entirety be assessed to determine whether it contains embedded derivatives that are required to be
bifurcated and accounted for as a derivative financial instrument. The embedded derivative is bifurcated from the host contract and
accounted for as a freestanding derivative if the combined instrument is not accounted for in its entirety at fair value with changes in fair
value recorded in earnings, the terms of the embedded derivative are not clearly and closely related to the economic characteristics of the
host contract, and a separate instrument with the same terms as the embedded derivative would qualify as a derivative instrument.
Embedded derivatives are measured at fair value and remeasured at each subsequent reporting period, and recorded within convertible
notes, net on the accompanying Condensed Consolidated Balance Sheets and changes in fair value recorded in other expense within the
condensed Consolidated Statements of Operations. Debt discounts under these arrangements are amortized to interest expense using the
interest method over the earlier of the term of the related debt or their earliest date of redemption.

The Company has analyzed the redemption, conversion, settlement, and other derivative instrument features of its senior and
subordinated convertible notes.

● The Company identified that the (i) redemption features, (ii) lender’s optional conversion feature, (iii) lender’s optional
conversion upon merger event feature and (iv) additional interest rate upon certain events feature meet the definition of a
derivative. The Company analyzed the scope exception for all the above features under ASC 815-10-15-74(a).

● Based on the further analysis, the Company identified that the (i) lender’s optional conversion feature, (ii) lender’s optional
conversion upon merger event feature and (iii) additional interest rate upon certain events feature, do not meet the settlement
criteria to be considered indexed to equity. The Company concluded that each of these features should be classified as a
derivative liability measured at fair value with the changes in fair value in the Condensed Consolidated Statement of
Operations.
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● The Company also identified that the redemption features are settled in cash and do not meet the indexed to equity and the
equity classification scope exception, thus, they must be bifurcated from the convertible notes and accounted for separately at
fair value on a recurring basis reflecting the changes in fair value in the Condensed Consolidated Statement of Operations.

The Company determined the notes contained multiple embedded derivatives that are required to be bifurcated, two of which are
conversion features.

As per ASC 815, if there is a conversion feature that is required to be bifurcated, the cash conversion feature and beneficial
conversion feature guidance is not applicable to such conversion feature and the fair value election is allowable provided the debt was
not issued at a substantial premium. The Company concluded that the notes were not issued at a premium and hence the Company
elected the fair value option under ASC 815-15-25. The Company elected to record changes in fair value through the condensed
Consolidated Statement of Operations as a fair value adjustment of the convertible debt each reporting period (with the portion of the
change that results from a change in the instrument-specific credit risk recorded separately in other comprehensive income, if
applicable). The Company has also elected not to separately present interest expense related to notes and the entire change in fair value
of the instrument will be recorded as a fair value adjustment of convertible debt within the Condensed Consolidated Statement of
Operations. Thus, the multiple embedded derivatives do not need to be separately bifurcated and fair valued. The notes are reflected at
their respective fair values on the condensed Consolidated Balance Sheet at March 31, 2023.

Warrants

The Company accounts for warrants as either equity-classified or liability-classified instruments based on an assessment of the
warrant’s specific terms and applicable authoritative guidance in Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) 480, Distinguishing Liabilities from Equity (“ASC 480”) and ASC 815, Derivatives and Hedging (“ASC 815”).
The assessment considers whether the warrants are freestanding financial instruments pursuant to ASC 480, meet the definition of a
liability pursuant to ASC 480, and whether the warrants meet all of the requirements for equity classification under ASC 815, including
whether the warrants are indexed to the Company’s own common stock, among other conditions for equity classification. This
assessment, which requires the use of professional judgment, is conducted at the time of warrant issuance and as of each subsequent
reporting period end date while the warrants are outstanding.

For issued or modified warrants that meet all of the criteria for equity classification, the warrants are required to be recorded as a
component of additional paid-in capital at the time of issuance. For issued or modified warrants that do not meet all the criteria for equity
classification, the warrants are required to be recorded at their initial fair value on the date of issuance, and then remeasured at fair value
at each balance sheet date thereafter. Changes in the estimated fair value of the warrants are recognized as other income or expense on
the consolidated statements of operations.

Revenue Recognition

The Company creates customized precision milled intraoral devices. When devices are sold, they include an assurance-type warranty
guaranteeing the fit and finish of the product for a period of 3 years from the date of sale.

The Company recognizes revenue upon meeting the following criteria:

● Identifying the contract with a customer: customers submit authorized prescriptions and dental impressions to the Company.
Authorized prescriptions constitute the contract with customers.

● Identifying the performance obligations within the contract: The sole performance obligation is the shipment of a completed
customized intraoral device.

● Determining the transaction price: Prices are determined by standardized pricing sheets and adjusted for estimated returns,
discounts, and allowances.

● Allocating the transaction price to the performance obligations: The full transaction price is allocated to the shipment of the
completed intraoral device as it is the only element in the transaction.
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● Recognizing revenue as the performance obligation is satisfied: revenue is recognized upon transfer of control which occurs
upon shipment of the product.

The Company does not require collateral or any other form of security from customers. Inbound shipping and handling costs related
to sales are billed to customers. We charge for inbound shipping/handling and the costs are classified as Cost of Revenue. Outbound
shipping costs are not billed to customers and are included in sales and marketing expenses. Taxes collected from customers and remitted
to governmental authorities are excluded from revenue.

Standalone selling price for the various intraoral device models are determined using the Company’s standard pricing sheet. The
Company invoices customers upon shipment of the product and invoices are due within 30 days. Amounts that have been invoiced are
recorded in accounts receivable and revenue as all revenue recognition criteria have been met. Given the nominal value of each
transaction, the Company does not offer a financing component related to its revenue arrangements.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. Generally, the Company determines that a
lease exists when (1)  the contract involves the use of a distinct identified asset, (2)  the Company obtains the right to substantially all
economic benefits from use of the asset, and (3) the Company has the right to direct the use of the asset. A lease is classified as a finance
lease when one or more of the following criteria are met: (1)  the lease transfers ownership of the asset by the end of the lease term,
(2) the lease contains an option to purchase the asset that is reasonably certain to be exercised, (3) the lease term is for a major part of the
remaining useful life of the asset, (4) the present value of the lease payments equals or exceeds substantially all of the fair value of the
asset or (5) the asset is of such a specialized nature that it is expected to have no alternative use to the lessor at the end of the lease term.
A lease is classified as an operating lease if it does not meet any of these criteria.

At the lease commencement date, the Company recognizes a right-of-use asset and a lease liability for all leases, except short term
leases with an original term of 12 months or less. The right-of-use asset represents the right to use the leased asset for the lease term. The
lease liability represents the present value of the lease payments under the lease. The right-of-use asset is initially measured at cost,
which primarily comprises the initial amount of the lease liability, less any lease incentives received. All right-of-use assets are
periodically reviewed for impairment in accordance with standards that apply to long-lived assets. The lease liability is initially measured
at the present value of the lease payments, discounted using an estimate of the Company’s incremental borrowing rate for a collateralized
loan with the same term as the underlying leases for operating leases and the implied rate in the lease agreement for finance leases.

Lease payments included in the measurement of lease liabilities consist of (1) fixed lease payments for the noncancelable lease term,
(2) fixed lease payments for optional renewal periods where it is reasonably certain the renewal option will be exercised, and (3) variable
lease payments that depend on an underlying index or rate, based on the index or rate in effect at lease commencement. The Company’s
real estate operating lease agreement requires variable lease payments that do not depend on an underlying index or rate established at
lease commencement. Such payments and changes in payments are recognized in operating expenses when incurred.

Lease expense for operating leases consists of the fixed lease payments recognized on a straight-line basis over the lease term plus
variable lease payments as incurred. Lease expense for finance leases consists of the amortization of assets obtained under finance leases
on a straight-line basis over the lease term and interest expense on the lease liability based on the discount rate at lease commencement.

Net Loss per Share Attributable to Common Stockholders

Basic net loss per share attributable to common stockholders is calculated by dividing the net loss attributable to common
stockholders by the weighted average number of shares of common stock outstanding during the period, without consideration for
common stock equivalents. Diluted net loss per share attributable to common stockholders is the same as basic net loss per share
attributable to common stockholders, since the effects of potentially dilutive securities are antidilutive.

Recent Accounting Pronouncements

The Company continues to monitor new accounting pronouncements issued by the FASB and does not believe any accounting
pronouncements issued through the date of this report will have a material impact on the Company's Financial Statement.



Table of Contents

10

NOTE 3 — PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

     March 31, 2023      December 31, 2022
Manufacturing equipment $ 2,698,127 $ 2,516,859
Computers and software   1,329,357   1,608,075
Furniture   —   27,587
Leasehold Improvements   751,000   441,956

  4,778,484   4,594,477
Less: accumulated depreciation   (1,783,715)   (2,190,075)

Total Property and equipment, net $ 2,994,769 $ 2,404,402

Depreciation expense for the three months ended March 31, 2023 and 2022 was $166,814 and $83,404 respectively.

The Company disposed property and equipment assets of $690,624 which had an accumulated depreciation of $573,174 during the
three months ended March 31, 2023. The resulting $117,449 loss on disposal is reflected in the Condensed Consolidated Statement of
Operations as other expense.

NOTE 4 — INVENTORY

Inventory consisted of the following:

     March 31, 2023      December 31, 2022
Raw Materials $ 607,023 $ 561,726
Work in progress   151,166   78,219

$ 758,189 $ 639,945

The Company did not have any excess or obsolete inventory reserves as of the three months ended March 31, 2023 and December
31, 2022.

NOTE 5 — ACCRUED EXPENSES

Accrued expenses consisted of the following:
     March 31, 2023      December 31, 2022

Compensation related accruals $ 2,611,952 $ 2,104,008
Marketing programs 829,647 611,642
Interest 487,596 110,239
Warranty 324,191 269,496
Other 376,807 421,116
Professional fees 231,553 129,169
Credit card fees 45,000 60,424

$ 4,906,746 $ 3,706,094

NOTE 6 — LEASES

The Company’s previous corporate office lease has a remaining term of approximately twelve months as of December 31, 2022. The
Company’s operating lease agreement does not contain any material residual value guarantees or material restrictive covenants. The
Company recognized right-of-use assets and lease liabilities for such leases in connection with its adoption of ASC 842 as of January 1,
2022. The Company reports operating lease right-of-use assets and the current and non-current portions of its operating lease liabilities
on the condensed consolidated balance sheet.
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On February 28, 2023, the Company abandoned the previous corporate office premises. There is no new cash inflow generated or
expected from sale or sublease of property and leasehold improvements at the location. The Company recorded an impairment loss on
the ROU operating lease assets for $192,035 and accrued liabilities of $115,000 in anticipation of expected CAM payments on the lease
through December 31, 2023. The impairment loss and the accrued expenses are reflected as other expense in the condensed consolidated
statement of operations for the three months ended March 31, 2023.

On May  17, 2022, the Company signed a ten-year lease for the Company’s corporate headquarters. The lease commenced on
December 15, 2022. The monthly payment is approximately $68,000, with stated annual escalation, up to approximately $88,000. The
Company received 5 months free rent.

The Company’s finance leases consist of various machinery, equipment, computer-related equipment, or software and have
remaining terms from less than one year to five years. The Company reports assets obtained under finance leases in right-of-use assets
and the current and non-current portions of its finance leases on the consolidated balance sheet.

The components of the Company’s lease cost, weighted average lease terms and discount rates are presented in the tables below:

     Three months ended
March 31, 2023

Lease Cost:     
Operating lease cost $ 265,053

Finance lease cost:     
Amortization of assets obtained under finance leases $ 180,207
Interest on lease liabilities 78,002

$ 258,209

Lease term and discount rate     
Weighted average

discount rate:     
Weighted average remaining

lease term:  
As of March 31, 2023  

    
Operating leases 10.00 % 9.8 years
Finance leases 11.16 % 3.4 years

     Three months ended
March 31, 2023

Cash paid for amounts included in the measurement of lease liabilities:     
Operating cash flows from operating leases $ 47,316
Operating cash flows from finance leases 80,500
Financing cash flows from finance leases 274,094

Right-of-use assets obtained in exchange for lease liabilities:     
Acquisition of right of use assets through operating leases $ —
Acquisition of property and equipment through finance leases —
Addition of right of use assets from finance lease modification —

$ —

Right-of-use assets consisted of the following as of March 31, 2023:
Total

Manufacturing equipment      $ 4,673,618
Computers and software 700,234
Leasehold Improvements   218,244

Total   5,592,095
Less: accumulated amortization   (2,121,850)
Right-of-use assets for finance leases   3,470,245
Right-of-use assets for operating leases   5,304,771

Total right-of-use assets $ 8,775,016
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       At March 31, 2023, the following table presents maturities of the Company’s finance lease liabilities:

Years ending      Total
2023 $ 1,139,231
2024 851,940
2025   744,939
2026 542,661
2027 79,047
Thereafter —

Total minimum lease payments 3,357,818
Less amount representing interest (541,914)

Present value of minimum lease payments 2,815,904
Less current portion (898,027)

Finance lease obligations, less current portion $ 1,917,877

At March 31, 2023, the following table presents maturities of the Company’s operating lease liabilities:

Three month ending March 31, 2023      Total
2024 $ 719,794
2025 842,553
2026   867,831
2027 893,862
2028 920,679
Thereafter 4,761,873

Total minimum lease payments   9,006,592
Less: amount representing interest   (3,387,464)

Present value of minimum lease payments   5,619,128
Less: current portion*   (166,846)

Operating lease liabilities, less current portion $ 5,452,282
*Excludes $162,921 short term lease liability for previous headquarter lease impaired

Total rent expense for the years ended the three months ended March 31, 2023 and 2022 ended was $58,368 and $250,495,
respectively.

NOTE 7 — DEBT

Equipment Financing Obligation

The Company’s future principal maturities under the equipment financing obligation are summarized as follows:

Years ending      Total
2023 $ 44,178
2024 56,995
2025   63,698
2026 64,952
2027 —

Total principal maturities 229,823
Less: current portion (57,839)

Equipment financing obligation, net of current portion $ 171,984
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Subordinated Notes

The Company received advances under unsecured subordinated promissory note agreements for total proceeds of $300,000 during
the three months ended March 31, 2022. No issuance costs were incurred.

All note holders elected to convert the bridge loan into Series A Redeemable Convertible Preferred Stock of the Company
immediately prior to the closing of the Business Combination.

Bridge Loan (Unsecured Subordinated Promissory Notes)

During February and March 2022, the Company received proceeds of $3,000,000 from unsecured subordinated promissory notes
(the “Bridge Loans”). Prior to the Business Combination the Bridge Loans converted into Series A Redeemable Convertible Preferred
Stock.

During March 2022, $500,000 of the Bridge Loans were repaid. The primary stockholder of the Company was the borrower on this
Bridge Loan, and a representative of this primary stockholder is a member of the Company’s Board of Directors.

Convertible Debt Agreements

Senior Convertible Notes

On December 6, 2022, the Company entered into a senior indenture agreement, and Senior Secured Convertible Notes Due
December 6, 2025 (“Senior Convertible Notes”), with an aggregate principal amount of $16.96 million, pursuant to senior securities
purchase agreement, dated August 26, 2022. In connection with the closing of this Senior Convertible Notes offering, the Company
issued 36,469 shares of common stock and 169,597 warrants to purchase common stock. The “Senior Convertible Notes warrants” entitle
the note holders to purchase shares of common stock of the Company, subject to adjustment, at a purchase price per share of $11.50. The
debt has an interest rate of 9% per annum.

Subordinated Convertible Notes

On December 6, 2022, the Company entered into that certain Subordinated Indenture by and between ProSomnus, Inc., ProSomnus
Holdings, ProSomnus Sleep Technologies, and Wilmington Trust, National Association, as Trustee and Collateral Agent, and
Subordinated Secured Convertible Notes Due April 6, 2026 (“Subordinated Convertible Notes”), with an aggregate principal amount of
$17.45 million, pursuant to the previously disclosed Subordinated Securities Purchase Agreement, dated August 26, 2022. In connection
with the closing of this Convertible Debt offering, the Company issued 290,244 shares of common stock and 1,745,310 warrants
(“Subordinated Convertible Notes warrants”)  to purchase common stock to certain Convertible Debt holders. The debt has an interest
rate of Prime Rate plus an additional 9% per annum with a term of 3 years.

    The Company determined the Notes contained multiple embedded derivatives that are required to be bifurcated, two of which are 
conversion features. As per ASC 815, if there is a conversion feature that is required to be bifurcated, the cash conversion feature and 
beneficial conversion feature guidance is not applicable to such conversion feature and the fair value election is allowable provided the 
debt was not issued at a substantial premium. As the proceeds received at issuance from these Convertible Notes do not exceed the 
principal amount that will be paid at maturing, there is no substantial premium.

Further, ASC 815-15-25 provides that if an entity has a hybrid financial instrument that would require bifurcation of embedded
derivatives under ASC 815, the entity may irrevocably elect to initially and subsequently measure a hybrid financial instrument in its
entirety at fair value with changes in fair value recognized in earnings. The Company elected to measure the Senior and Subordinated
Convertible Notes in their entirety at fair value with changes in fair value recognized as non-operating gain or loss in the consolidated
statement of operations at each balance sheet date in accordance with ASC 815-15-25.

The estimated fair value of the convertible note payable was determined using a Monte Carlo Simulation method. We simulated the
stock price using a Geometric Brownian Motion until maturity.  For each simulation path we calculated the convertible bond value at
maturity and then discount that back to the valuation date. Finally, the value of the convertible bond is determined by averaging the
discounted cash flows of all the simulated paths. The following assumptions were used as of Mach 31, 2023.
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Monte Carlo Simulation Assumptions
Asset Risky Expected Risk-Free

As of March 31, 2023 Price Yield      Volatility      Interest Rate     
Senior Convertible Notes $ 5.21 31.50 % 45 % 3.89 %
Subordinated Convertible Notes 5.21 40.80 % 45 % 3.81 %

The following is a summary of changes in fair value of Convertible Notes for three months ended March 31, 2023.

Convertible Convertible
Notes as of Change in Notes as of

December 31,  fair value of March 31, 
Convertible Notes      2022      Convertible Notes      2023
Senior Convertible Notes $ 13,651,000 $ 827,000 $ 14,478,000
Subordinated Convertible Notes 10,154,000 1,000,000 11,154,000

NOTE 9 – COMMON STOCK WARRANTS

Estimated Fair Value of Outstanding Warrants Classified as Liabilities

The estimated fair value of outstanding warrants classified as liabilities is determined at each consolidated balance sheet date. Any
decrease or increase in the estimated fair value of the warrant liability since the most recent consolidated balance sheet date is recorded
in the consolidated statements of operations as a change in fair value of warrant liability.

The fair value of the outstanding warrants accounted for as liabilities as of March 31, 2023 are calculated using the Black-Scholes
option pricing model with the following assumptions:

Exercise Asset Dividend Expected Risk-Free Expected  
As of March 31, 2023 Price Price Yield      Volatility      Interest Rate     Life  
Convertible Notes Warrants $ 11.50 $ 5.21 0 % 55 % 3.60 % 4.68 years

The changes in fair value of the outstanding warrants classified as liabilities for the three months ended March 31, 2023 and 2022
were as follows:

Warrant Warrant
liability, Change in liability,

December 31,  fair value of March 31, 
Warrant Issuance      2022      warrants      2023
Convertible Notes Warrants $ 1,991,503 $ 842,559 $ 2,834,062

There were 4,597,180 equity classified warrants granted during the three months ended March 31, 2023 and year ended           
December 31, 2022.

NOTE 10 – COMMON STOCK

The Company has reserved shares of Common Stock for the following as of March 31, 2023:

2022 Equity Incentive Plan reserve      2,411,283
Reserve for earn-out shares 3,000,000
Reserve for exercise of warrants 4,597,191

Total   10,008,474

During the three months ended March 31, 2023, the contingent shares that were associated with any merger consideration
adjustments related to the Company’s merger were released.
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NOTE 11 - EARN-OUT SHARES

In connection with the Business Combination, certain of the Company’s original stockholders are entitled to receive up to 3,000,000
Earn-out shares in three tranches:

(1) the first tranche of 1,000,000 Earn-out shares will be issued when the volume-weighted average price per share of the
Company’s common stock is $12.50 or greater for 20 trading days in any consecutive 30 trading day period commencing 6
months after the Closing and ending at the third anniversary of the Closing;

(2) the second tranche of 1,000,000 Earn-out shares will be issued when the volume-weighted average price per share of the
Company’s common stock is $15.00 or greater for 20 trading days in any consecutive 30 trading day period commencing 6
months after the Closing and ending at the third anniversary of the Closing; and ·

(3) the third tranche of 1,000,000 Earn-out shares will be issued when the volume-weighted average price per share of the
Company’s common stock is $17.50 or greater for 20 trading days in any consecutive 30 trading day period commencing 6
months after the Closing and ending at the third anniversary of the Closing.

The Earn-out shares will be allocated among the Company’s stockholders in proportion to the number of shares issued to them at the
closing that continue to be held by them.

Due to the variability in the number of Earn-out shares at settlement which could change upon a control event, the Earn-out
arrangement contains a settlement provision that violates the indexation guidance under ASC 815-40 and liability classification is
required. The Company recorded the Earn-out liability initially at fair value, and will subsequently remeasure the liability with changes
in fair value recorded in the consolidated statement of operations.

The Earn-out liability as of December 31, 2022 was $12.81 million. During the three months ended March 31, 2023, the change in
fair value of Earnout liability was $1.5 million.  The balance of Earn-out liability as of March 31, 2023 was $11.3 million.

NOTE 12 — STOCK-BASED COMPENSATION

The Company issued 1,478,915 options under the 2022 Equity Incentive plan to certain employees and consultants of the Company.

2022 Equity Incentive Plan

Stock option activity for the three months ended March 31, 2023 was as follows:
Weighted-Average Weighted-Average Intrinsic

     Shares      Exercise Price Remaining Life Value
Outstanding at December 31, 2022      —     $ —

Granted 1,478,915 5.20
Exercised — —
Cancelled (13,098) 5.20

Outstanding at March 31, 2023 1,465,817 $ 5.20 9.84 $ 13,184
Exercisable as of March 31, 2023
Vested and expected to vest as of March 31, 2023 1,465,817 5.20 9.84 $ 13,184

As of March 31, 2023, there are no options that are exercisable.

The weighted-average grant date fair value of options granted during the three months ended March 31, 2023 was $2.91. During the
three months ended March 31, 2023, no options were exercised, and no options were vested.  
  
The Company estimated the fair value of stock options using the Black-Scholes option pricing model. The fair value of the stock options
was estimated using the following weighted average assumptions for the three months ended March 31, 2023.
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Dividend yield 0%
Expected volatility 55.0%
Risk-free interest rate 3.6%
Expected life 6.14 years

Dividend Rate—The expected dividend rate was assumed to be zero, as the Company had not previously paid dividends on common
stock and has no current plans to do so.
 
Expected Volatility—The expected volatility was derived from the historical stock volatilities of several public companies within the
Company’s industry that the Company considers to be comparable to the business over a period equivalent to the expected term of the
stock option grants.
 
Risk-Free Interest Rate—The risk-free interest rate is based on the interest yield in effect at the date of grant for zero coupon U.S.
Treasury notes with maturities approximately equal to the option’s expected term.
 
Expected Term—The expected term represents the period that the Company’s stock options are expected to be outstanding. The expected
term of option grants that are considered to be “plain vanilla” are determined using the simplified method. The simplified method deems
the term to be the average of the time-to-vesting and the contractual life of the options. For other option grants not considered to be
“plain vanilla,” the Company determined the expected term to be the contractual life of the options.
 
Forfeiture Rate—The Company recognizes forfeitures as they occur.
 
The Company has recorded stock-based compensation expense for the three months ended March 31, 2023 related to the issuance of
stock option awards to employees and nonemployees in the condensed consolidated statement of operations and comprehensive loss as
follows:

Three Months Ended
March 31, 2023

Sales and marketing $ 27,411
Research and development 46,764
General and administrative 151,960

$ 198,724

As of March 31, 2023, unamortized compensation expense related to unvested stock options (was approximately $4.0 million, which is
expected to be recognized over a weighted average period of 3.6 years.

Restricted Common C shares

  All previously issued restricted common C shares vested and terminated at the date of the merger on December 6, 2022.

A summary of non-vested restricted common C shares as of March 31, 2022 and changes during the year then ended is presented
below:

Weighted-Average
Grant Date Fair Value

Shares      per Share
Non-vested restricted common C shares as of December 31, 2021      912,692     $ 0.01

Granted — —
Vested (73,724) 0.01
Forfeited (6,875) 0.02

Non-vested restricted common C shares as of March 31, 2022 (1) 832,093 $ 0.02

(1) As of March 31, 2022, there was less than $10,000 of total unrecognized compensation cost related to non- vested restricted common C shares that
is expected to be recognized over a weighted-average period of approximately 2 years. The estimated forfeiture rate for restricted common C shares
was 0% as of March 31, 2022.
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The fair value of the 73,724 shares that vested during the three months ended March 31, 2022 was approximately $1,000.

Total stock compensation expense related to the restricted common C shares for the three months ended March 31, 2023 and 2022
was $0 and $0, respectively.

NOTE 13 — NET LOSS ATTRIBUTABLE TO COMMON STOCKHOLDERS

The following table sets forth the computation of the basic and diluted net loss per share attributable to common stockholders during
the three months ended March 31, 2023 and 2022:

     Three months ended Three months ended
     March 31, 2023      March 31, 2022

Numerator:          
Net loss attributable to common stockholders $ (6,892,171) $ (2,980,733)

Denominator:          
Weighted-average common shares outstanding   16,041,464   3,980,204

Net loss per share attributable to common stockholders, basic and diluted $ (0.43) $ (0.75)

The potential shares of common stock that were excluded from the computation of diluted net loss per share attributable to common
stockholders for the three months ended March 31, 2023 and 2022 because including them would have been antidilutive are as follows:

Three months ended Three months ended
     2023      2022

Series A common stock upon conversion of redeemable convertible preferred stock A — 4,214,422
Series A common stock upon conversion of redeemable convertible preferred stock B — 7,288,333
Non-vested shares of Series C common stock — 832,093
Senior and Subordinated Convertible Notes 3,179,410 —
Shares subject to warrants to purchase common stock 6,512,087 322,223

Total 9,691,497 12,657,071
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Cautionary Note on Forward-Looking Statements

This report, including, without limitation, statements under the heading “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” includes 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, or the Exchange Act. These forward-looking statements can be identified
by the use of forward-looking terminology, including the words “believes,” “estimates,” “anticipates,” “expects,” “intends,” “plans,”
“may,” “will,” “potential,” “projects,” “predicts,” “continue,” or “should,” or, in each case, their negative or other variations or
comparable terminology. There can be no assurance that actual results will not materially differ from expectations. Such statements
include, but are not limited to, any statements relating to our ability to achieve the anticipated benefits of our business combination, the
future financial performance of the combined company following our business combination, the lack of a market for our securities, our
growth plans and opportunities, our financial performance, and any other statements that are not statements of current or historical facts.

The forward-looking statements contained in this report are based on our current expectations and beliefs concerning future
developments and their potential effects on us. Future developments affecting us may not be those that we have anticipated. These
forward-looking statements involve a number of risks, uncertainties (some of which are beyond our control) and other assumptions that
may cause actual results or performance to be materially different from those expressed or implied by these forward-looking statements.
These risks and uncertainties include, but are not limited to, those factors described under the heading “Risk Factors.” Should one or
more of these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary in material
respects from those projected in these forward-looking statements. We undertake no obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise, except as may be required under applicable securities
laws. These risks and others described under “Risk Factors” may not be exhaustive.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on
circumstances that may or may not occur in the future. We caution you that forward-looking statements are not guarantees of future
performance and that our actual results of operations, financial condition and liquidity, and developments in the industry in which we
operate may differ materially from those made in or suggested by the forward-looking statements contained in this report. In addition,
even if our results or operations, financial condition and liquidity, and developments in the industry in which we operate are consistent
with the forward-looking statements contained in this report, those results or developments may not be indicative of results or
developments in subsequent periods.

Overview

We are a medical technology company focused on the development, manufacturing and marketing of precision intraoral medical
devices, a new option for treating and managing patients with mild to moderate Obstructive Sleep Apnea (“OSA”). Each ProSomnus
precision intraoral device is personalized based on the anatomy and treatment plan for each patient. Our patented precision devices are
engineered to create unique, consistent and predictable biomechanical advantages that lead to effective, comfortable, economical and
patient preferred treatment outcomes for patients with OSA.

Our ProSomnus precision intraoral devices are classified by the U.S. Food and Drug Administration (the “FDA”) as Class II medical
devices for the treatment of snoring and mild to moderate OSA. We received pre-market notification and FDA clearance pursuant to
Section 510(k) of the Federal Food, Drug, and Cosmetic Act (“FDCA”) for our first intraoral device in July 2014 and our devices have
been commercially available in the United States since August  2014. To date, over 150,000 ProSomnus precision devices have been
prescribed for patients.

Sleep apnea is a serious and chronic respiratory disease that negatively impacts a patient’s sleep, health, and quality of life. OSA is
the most common form of sleep apnea. OSA is a medical condition characterized by a cessation of breathing when the tongue, soft
palate, and other related tissues in the back of the throat collapse and block the upper airway during sleep, temporarily decreasing the
oxygen concentration in the blood. During an OSA episode, the diaphragm and chest muscles must work harder to overcome the
obstruction and open the airway. These episodes disrupt the sleep cycle, reduce airflow to vital organs, stress the body, and create a
negative feedback loop. If untreated, OSA increases the risk of high blood pressure, hypertension, heart failure, stroke, coronary artery
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disease and other life-threatening diseases. OSA is associated with a reduction in quality-of-life factors including a higher risk of motor
vehicle and operator accidents, workplace errors, absenteeism and more.

Until ProSomnus, there have been few alternatives for OSA patients who refuse or fail CPAP. Historically, treatment alternatives to
CPAP have consisted of surgical procedures or legacy dental products. Surgical procedures, such as hypoglossal nerve stimulation and
maxillomandibular advancement, can be invasive, irreversible, expensive, and only suitable for a narrow range of patient types. Legacy
dental products, historically, have been associated with inconsistent and unreliable performance. We believe that there is both an urgent
clinical need and a strong market opportunity for a treatment alternative that is effective, non- surgical, convenient, and more
economical.

ProSomnus therapy is covered by most private insurance payers, Medicare, and by a growing number of public health insurance
programs offered in many countries around the world. In the United States an estimated 70% of treatments are paid for by private
insurance, 25% are covered by Medicare and the remaining 5% are paid out of pocket by the patient.

Dentists are typically reimbursed by private medical insurance in the range of approximately $2,000 to $3,500 per patient for
intraoral appliance therapy and by Medicare in the range of approximately $1,250 to $1,800 per patient for intraoral appliance therapy.
The average amount varies by insurance provider and Medicare jurisdiction. At these reimbursement levels, we believe that intraoral
appliance therapy offers dentists an attractive ratio of revenue per chair time in comparison to other dental procedures.

We market and sell our precision intraoral devices to dental sleep medicine providers in the United States and in select countries
around the world through a direct sales force. We currently have 11 direct sales representatives in the United States and three in Europe.
Our direct sales force focuses their education, promotional and sales efforts on dentists who have developed a specialty in dental sleep
medicine, and the physicians who are actively treating OSA.

We generated revenue of $5.8 million, with a gross margin of 52.5% and a net loss of $6.9 million, for the three months ended
March 31, 2023, compared to revenue of $3.7 million, with a gross margin of 57.8% and a net loss of $3.0 million, for the three months
ended March 31, 2022. Accumulated deficit as of March 31, 2023 was $217.7 million.

COVID-19

In March 2020, the World Health Organization declared the global outbreak of COVID-19 to be a pandemic. We continue to closely
monitor the recent developments surrounding the continued spread and potential resurgence of COVID-19. The COVID-19 pandemic
has had, and is expected to continue to have, an adverse impact on our operations, particularly as a result of preventive and precautionary
measures that we, other businesses, and governments are taking. Demand may shift over time, as the impacts of the COVID-19 pandemic
may go through several phases of varying severity and duration.

Please refer to the section titled; “Risk Factors” included elsewhere in this proxy statement/prospectus for more information. We are
unable to predict the full impact that the COVID-19 pandemic will have on our future results of operations, liquidity and financial
condition due to numerous uncertainties, including the duration of the pandemic and actions that may be taken by government authorities
across the United States. We will continue to monitor the performance of our business and reassess the impacts of COVID-19.

Factors Affecting Results of Operations

The following factors have been important to our business, and we expect them to impact our results of operations and financial
condition in future periods:

(a) Expansion of North American direct sales organization and international expansion

The core focus of our sales initiative is to expand our direct sales organization in North America. With representatives located in
high-value metropolitan areas, the direct sales organization will focus primarily on dentists and physicians who are practicing sleep
medicine. The main purpose of this initiative is to increase case volume from these dentists and physicians by facilitating a referral
relationship between dentists and physicians, helping them expand the dental sleep medicine aspect of their practices and educating them
on the advantages of the ProSomnus intraoral devices. We also intend to further expand our sales to integrated health systems and
hospital networks. We are currently initiating the marketing and sales of our ProSomnus intraoral devices in several European countries
and intend to further expand our marketing and direct sales into international markets.
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(b) Product line extensions and remote patient monitoring services

We intend for product line extensions to focus on enabling ProSomnus to capture a larger share of treatments for patients with OSA,
snoring and other related sleep disordered breathing conditions. We expect that each product line extension will be designed to optimize
ProSomnus products for a wider range of case types, treatment philosophies, and indications. We expect that each product line extension
will utilize our unique manufacturing platform and potentially create additional opportunities for intellectual property.

We received FDA clearance for an intraoral device that enables remote patient monitoring services in November 2020. The sales of
such remote patient monitoring services in connection with our intraoral devices could result in an additional recurring revenue stream
that is reimbursable by insurance. Our remote patient monitoring services will be based on the incorporation of a sensor into the
ProSomnus intraoral devices that provides continuous monitoring of physiological health data that physicians want and cannot typically
obtain from CPAP or other intraoral appliance therapy devices. Our market research indicates that our remote patient monitoring services
could be a significant driver of greater market acceptance and expansion and result in significant future revenues.

Description of Certain Components of Financial Data

Revenue, net

We derive primarily all of our revenue from the sale of our customized precision milled intra oral medical devices that dentists use to
treat patients diagnosed with Obstructive Sleep Apnea. Our revenue recognition policies are discussed in more detail in Note 1 to our
consolidated financial statements and notes thereto for the  three months ended March 31, 2023 and 2022 included elsewhere in this
quarterly report.

Cost of Revenue

Cost of revenue consists primarily of materials and the costs related to the production of the intraoral device, including employee
compensation, other employee-related expenses, inbound shipping and allocable manufacturing overhead costs. ProSomnus has a policy
to classify initial recruiting and training costs of new manufacturing employees as part of research and development expenses in the
consolidated statements of operations.

Sales and marketing

Sales and marketing costs primarily consist of salaries, bonuses, benefits and travel costs for employees engaged in sales and
marketing activities, as well as website, advertising, conferences and other promotional costs.

Research and development

Research and development costs consist of production costs for prototypes, test and pre-production units, supplies, consulting, and
personnel costs, including salaries, bonuses and benefit costs. Most of our research and development expenses are related to developing
new products and services. Consulting expenses are related to research and development activities as well as clinical and regulatory
activities and certain third-party engineering costs. Research and development expenses are expensed as incurred. We expect to continue
to make substantial investments in product development. As a result, research and development expenses are expected to increase in
absolute dollars as the research and development efforts increase.

General and administrative

General and administrative expenses primarily consist of labor, bonuses, benefits, general insurance, office expenses and outside
services. Outside services consist of audit, tax, legal and other professional fees. We expect that general and administrative expenses will
increase in absolute dollars as a result of operating as a public company.
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Other income (expense), net

Other income (expense), net primarily relates to interest expense as well as a gain from forgiveness of Paycheck Protection Program
(“PPP”) loans, a change in fair value of warrants classified as liabilities and a loss on the extinguishment of debt related to the Second
Amendment and the Convertible Bridge Loan Advance.

The components of interest expense include interest expense payable under our subordinated notes, subordinated loan and security
agreements, unsecured subordinated promissory notes, equipment financing and capital lease obligations.

Results of Operations

Three Months Ended
March 31,  Change  

2023      2022      $      %       
Revenue, net $  5,808,380 $  3,743,143 $  2,065,237  55.2 %
Cost of Revenue    2,756,631    1,578,496    1,178,135  74.6 %
Gross profit    3,051,748    2,164,647    887,101  41.0 %
Gross margin %    52.5%   57.8%        

Operating expenses                  
Sales and marketing    2,824,048    2,117,419    706,629  33.4 %
Research and development    1,018,969    557,633    461,336  82.7 %
General and administrative    3,353,007    1,353,735    1,999,272  147.7 %

Total operating expenses    7,196,024    4,028,787    3,167,237  78.6 %

Other (expense) income                  
Interest expense    (1,171,810)    (1,095,837)    (75,973)  6.9 %
Forgiveness of PPP loans    —    —    — n/m
Change in fair value of earnout liability  1,500,000  —  1,500,000 n/m
Change in fair value of debt  (1,827,000)  —  (1,827,000) n/m
Change in fair value of warrant liability    (842,559)    (20,756)    (821,803)  3,959.4 %
Loss on extinguishment of debt    —    —    — n/m
Other income (expenses)  (406,527)  —  (406,527) n/m

Total other (expense) income    (2,747,896)    (1,116,593)    (1,631,303)  146.1 %

Net loss before income taxes    (6,892,171)    (2,980,733)    (3,911,438)  131.2 %

Provision for income taxes    —    —    —  — %

Net loss $  (6,892,171) $  (2,980,733) $  (3,911,438)  131.2 %

(n/m = not meaningful)

Comparison of the three months ended March 31, 2023 and 2022

Revenues increased by $2 million, or 55.2%, for the three months ended March  31,  2023, compared to the three months ended
March 31, 2022. This increase was primarily driven by increased unit volume due to increased sales and marketing investments and mix
shift to the new EVO Products.

Revenue from the Company’s largest customer was 5.6% for the three months ended March 31, 2023, and 5.8% for the three months
ended March 31, 2022.

Total cost of revenue increased by $1.2 million, or 74.6 %, for the three  months ended March 31, 2023, compared to the
three months ended March 31, 2022. The increase was primarily due to product costs associated with higher sales volume of our devices
and an increase in the cost of materials and supplies.

Gross margin decreased to 52.5% for the three months ended March 31, 2023, compared to 57% for the three months ended March
31, 2022, primarily driven by an increase in the cost of materials and repairs and maintenance.
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Sales and marketing expenses increased by $0.7 million, or 33.4%, for the three months ended March 31, 2023, compared to the
three  months ended March 31, 2022. This increase was driven by an increase in personnel expenses of $0.5 million due largely to
expansion of the sales team and travel and in-person events.

Research and development expenses increased by $0.5 million, or 82.7%, for the three months ended March 31, 2023, compared to
the three months ended March 31, 2022. This increase was primarily driven by an increase in headcount-related personnel and research
and development.

General and administrative expenses increased by $2 million, or 147.7%, for the three months ended March 31, 2023, compared to
the three  months ended March 31, 2022. This increase was driven primarily by headcount-related personnel costs of $0.5 million,
directors’ and officers’ insurance cost of $0.3 million, professional fees of $0.4 million; costs related to the new facility of $0.3 million
and a $0.2 million increases in costs relates to costs that scale with revenue including credit card fees, recruiting, software, utilities, and
depreciation.

Total other expense increased by $1.6 million, or 146.1%, from an expense of $1.1 million for the three months ended March 31,
2022, to an expense of $2.7 million for three months ended March 31, 2023. This increase was primarily driven by an increase in the fair
value of debt of $1.8 million, an increase in the fair value of the warrant liability of $0.8 million, impairment of assets of $0.3 million,
loss on disposal of property and equipment of $0.1 million and increase in interest expense of $0.1 million. This was offset by a decrease
in the fair value of the earn-out liability of $1.5 million.

LIQUIDITY AND CAPITAL RESOURCES

Going Concern and Management’s Plans

At March 31, 2023, we had cash and cash equivalents of $11.6 million available to fund our ongoing business activities. We believe
that our cash and cash equivalents as of March 31, 2023, will be sufficient to fund our projected operating requirements for at least 12
months. However, such cash and cash equivalents are not expected to be sufficient to enable us to complete the development and
commercialization of our products. We expect to continue to incur significant expenses and increasing operating losses for at least the
next several years.

Until we can generate a sufficient amount of revenue from our planned products, if ever, we expect to finance future cash needs
through private or public equity offerings or debt financings. Additional funds may not be available when we need them on terms that are
acceptable to us, or at all. If adequate funds are not available, we may be required to delay, reduce the scope of or eliminate one or more
of our products to the extent that we raise additional funds by issuing equity securities, our stockholders may experience additional
dilution, and debt financing, if available, may involve restrictive covenants. We may seek to access the public markets whenever
conditions are favorable, even if we do not have an immediate need for additional capital at that time.

The following table summarizes our cash flows for the periods indicated:

Three Months Ended
March 31, 

     2023      2022     
Net cash provided by (used in):          

Operating activities $  (3,092,304) $  (1,462,835)
Investing activities    (974,631)    (129,409)
Financing activities    (288,888)    1,757,891

Net increase (decrease) in cash and cash equivalents $  (4,355,822) $  165,647

Net cash used in operating activities

the three months ended March 31, 2023, net cash used in operating activities of $3.1 million was due primarily to a net loss of $6.9
million and changes in operating assets and liabilities of $0.3 million, offset by non-cash items of $3.6 million. Changes in operating
assets and liabilities were driven primarily by $0.2 million of prepaid expenses, and other current assets. Non-cash items primarily
consisted of depreciation and amortization of $0.5 million, stock based compensation of $0.2 million, $2.2 million of change in fair
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value of earn-out liability, debt and warrants, $0.3 million in impairment of lease asset, $0.1 million loss of disposal of property and
equipment and non-cash interest expense.

For the three months ended March 31, 2022, net cash used in operating activities of $1.5 million was due primarily to a net loss of
$3 million and changes in operating assets and liabilities of $0.3 million, offset by non-cash items of $1.2 million. Non-cash items
primarily consisted of $0.9 million in non-cash interest expense, and $0.2 million of depreciation and amortization.

Net cash used in investing activities

For the three months ended March 31, 2023, net cash used in investing activities of $1 million was due purchases of property and
equipment.

For the three months ended March 31, 2022, net cash used in investing activities of $0.1 million was due purchases of property and
equipment.

Net cash provided by financing activities

For the three months ended March 31, 2023, net cash used by financing activities of $0.3 million was due to principal payments
under finance lease and equipment financing obligations.

For the three months ended March 31, 2022, net cash provided by financing activities of $1.7 million was due primarily to proceeds
of $7.0 million from under the line of credit, $3.0 million from unsecured subordinated promissory notes, and $0.3 million from proceeds
of subordinated notes. Financing cash inflows were partially offset by repayments of $7.6 million on the line of credit, principal
payments under capital lease and equipment financing obligations of $0.3 million and repayments of subordinated loan and security
agreements of $0.7 million.

Contractual obligations

Below is a summary of short-term and long-term anticipated cash requirements under contractual obligations existing as of March
31, 2023:

     Total      2023      After 2023
Recorded contractual obligations:           
Senior Convertible notes $  14,478,000 $  — $  14,478,000
Subordinated Convertible note    12,079,380    —    12,079,380
Other*    8,827,776    1,475,839    7,351,937
Total $  35,385,156 $  1,475,839 $  33,909,317

*(1) Represents finance and operating lease liabilities, equipment financing obligations

As of March 31, 2023, we did not have any off-balance sheet arrangements that have, or are reasonably likely to have, a current or
future material effect on our consolidated financial condition, results of operations, liquidity, capital expenditures or capital resources.

Critical Accounting Policies and Significant Judgments and Estimates

Our condensed consolidated financial statements are prepared in accordance with U.S. GAAP. The preparation of our condensed
consolidated financial statements in conformity with U.S. GAAP requires us to make estimates and assumptions that affect certain
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period.

Emerging Growth Company

ProSomnus is an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the Jumpstart Our
Business Startups Act of 2012 (the “JOBS Act”), and it may take advantage of certain exemptions from various reporting requirements
that are applicable to other public companies that are not emerging growth companies including, but not limited to, not being required to
comply with the independent registered public accounting firm attestation requirements of Section 404 of the Sarbanes Oxley Act,
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reduced disclosure obligations regarding executive compensation in its periodic reports and proxy statements, and exemptions from the
requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of any golden parachute
payments not previously approved.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised
financial accounting standards until private companies (that is, those that have not had a Securities Act registration statement declared
effective or do not have a class of securities registered under the Exchange Act) are required to comply with the new or revised financial
accounting standards.

The JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that
apply to non-emerging growth companies, but any such election to opt out is irrevocable. ProSomnus has elected not to opt out of such
extended transition period which means that when a standard is issued or revised and it has different application dates for public or
private companies, ProSomnus, as an emerging growth company, can adopt the new or revised standard at the time private companies
adopt the new or revised standard. This may make comparison of ProSomnus’s financial statements with another public company which
is neither an emerging growth company nor an emerging growth company which has opted out of using the extended transition period
difficult or impossible because of the potential differences in accounting standards used.

Recently Issued Accounting Pronouncements

The Company continues to monitor new accounting pronouncements issued by the FASB and does not believe any accounting
pronouncements issued through the day of this report will have a material impact on the condensed consolidated financial statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk in the ordinary course of business. Market risk represents the risk of loss that may impact our results
of operations or financial position due to adverse changes in financial market prices and rates. Our market risk exposure is primarily a
result of fluctuations in interest rates. We do not hold, issue, or enter into any financial instruments for speculative or trading purposes.

Interest rate risk

Our cash and cash equivalents as of March 31, 2023 consisted of $11.6 million in bank accounts. We believe that we do not have any
material exposure to changes in the fair value of these assets. We do not believe that a hypothetical 10% change in interest rates would
have a material effect on our consolidated cash flows or operating results.

Effects of Inflation

Inflation generally affects us by increasing our cost of labor and research and development expenses.

We do not believe inflation has had a material effect on our results of operations during the periods presented in this prospectus.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures.

Our management, with the participation of our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act), as of the
end of the period covered by this Quarterly Report on Form 10-Q. Based on that evaluation, our CEO and CFO concluded that, as of
March 31, 2023, due to the material weakness described in the Annual Report, our disclosure controls and procedures were not effective.

Inherent Limitations on Effectiveness of Controls
 

Our management, including our CEO and our CFO, do not expect that our disclosure controls or our internal control over financial
reporting will prevent or detect all errors and all fraud. A control system, no matter how well designed and operated, can provide only
reasonable, not absolute, assurance that the control system’s objectives will be met. The design of a control system must reflect the fact
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that there are resource constraints, and the benefits of controls must be considered relative to their costs. Further, because of the inherent
limitations in all control systems, no evaluation of controls can provide absolute assurance that misstatements due to error or fraud will
not occur or that all control issues and instances of fraud, if any, have been detected. These inherent limitations include the realities that
judgments in decision-making can be faulty and that breakdowns can occur because of a simple error or mistake. Controls can also be
circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of the controls.
The design of any system of controls is based in part on certain assumptions about the likelihood of future events, and there can be no
assurance that any design will succeed in achieving its stated goals under all potential future conditions. Projections of any evaluation of
control effectiveness to future periods are subject to risks. Over time, controls may become inadequate because of changes in conditions
or deterioration in the degree of compliance with policies or procedures.

Changes in Internal Control over Financial Reporting

There were no changes in our internal controls over financial reporting identified in management’s evaluation pursuant to Rules 13a-
15(d) and 15d-15(d) of the Exchange Act that occurred during the quarter ended March 31, 2023 that materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

To the knowledge of our management, there is no litigation currently pending or contemplated against us, any of our officers or
directors in their capacity as such or against any of our property.

Item 1A. Risk Factors

The business, financial condition, and operating results of the Company can be affected by many factors, whether currently known
or unknown, including but not limited to those described in Part 1, Item 1A in the Company’s Annual Report on Form 10-K for the Fiscal
Year ended December 31, 2022 under the heading “Risk Factors,” any one or more of which could, directly or indirectly, cause the
Company’s actual financial condition and operating results to vary materially from past or the anticipated future financial condition and
operating results. Any of these factors, in whole or in part, could materially and adversely affect the Company’s business, financial
condition, operating results, and stock price. There have been no material changes to the Company’s risk factors disclosed under the
heading “Risk Factors” in Part 1, Item 1A in the Company’s Annual Report on Form 10-K for the Fiscal Year ended December 31, 2022
filed on April 14, 2023.

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

On January 30, 2023, the Company issued 1,552 shares of Common Stock to a former shareholder of ProSomnus Holdings, Inc.
valued at $10.00 per share, due to an administrative error in recording the number of shares held by such shareholder prior to the
Business Combination. The shares were issued pursuant to and in accordance with the exemption from registration under the Securities
Act, under Section 4(a)(2) and/or Regulation D promulgated under the Securities Act.

On February 9, 2023, the Company issued 49 shares of Common Stock to a former shareholder of ProSomnus Holdings, Inc. valued
at $10.00 per share, due to an administrative error in recording the number of shares held by such shareholder prior to the Business
Combination. The shares were issued pursuant to and in accordance with the exemption from registration under the Securities Act, under
Section 4(a)(2) and/or Regulation D promulgated under the Securities Act.

On March 7, 2023, the Company canceled 3,883 shares of Common Stock to a former shareholder of ProSomnus Holdings, Inc.
valued at $10.00 per share, due to an administrative error in recording the number of shares held by such shareholder prior to the
Business Combination. The shares were issued pursuant to and in accordance with the exemption from registration under the Securities
Act, under Section 4(a)(2) and/or Regulation D promulgated under the Securities Act.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

Item 6. Exhibits

See Exhibit Index.
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EXHIBIT INDEX

Exhibit
No.

    

Description

3.1 Amended and Restated Certificate of Incorporation of ProSomnus, Inc. (previously filed as Exhibit 3.1 of Form 8-K
filed by ProSomnus with the SEC on December 13, 2022).

3.2 Amended and Restated Bylaws of ProSomnus, Inc. (previously filed as Exhibit 3.2 of Form 8-K filed by ProSomnus
with the SEC on December 13, 2022).

31.1† Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2† Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1† Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

32.2† Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

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

101.SCH† XBRL Taxonomy Extension Schema Document

101.CAL† XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF† XBRL Taxonomy Extension Definition Linkbase Document

101.LAB† XBRL Taxonomy Extension Label Linkbase Document

101.PRE† XBRL Taxonomy Extension Presentation Linkbase Document

104† Cover Page Interactive Data File (formatted in Inline XBRL and contained in Exhibit 101)

† Filed herewith.

https://www.sec.gov/Archives/edgar/data/1934064/000110465922126408/tm2232413d1_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1934064/000110465922126408/tm2232413d1_ex3-2.htm
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SIGNATURES

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

Date: May 12, 2023

PROSOMNUS, INC.

By: /s/ Len Liptak
Name: Len Liptak
Title: Chief Executive Officer

(Principal Executive Officer)

By: /s/ Brian Dow
Name: Brian Dow
Title: Chief Financial Officer

(Principal Financial Officer)



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Len Liptak, Chief Executive Officer, certify that:

1. I have reviewed this quarterly report on Form 10-Q of ProSomnus, 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(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

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

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

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

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

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

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

Dated:  May 12, 2023 By:/s/ Len Liptak
Name: Len Liptak
Title: Chief Executive Officer

(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Brian Dow, Chief Financial Officer, certify that:

1. I have reviewed this quarterly report on Form 10-Q of ProSomnus, 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(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

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

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

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

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

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

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

Dated:  May 12, 2023 By:/s/ Brian Dow
Name: Brian Dow
Title: Chief Financial Officer

(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of
ProSomnus, Inc. (the “Company”) hereby certifies, to the best of my knowledge, that:

(i) the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended March
31, 2023 (the “Report”) fully complies with the requirements of Section 13(a) or Section 15(d), as
applicable, of the Securities Exchange Act of 1934; and

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

Dated:  May 12,2023 By:/s/ Len Liptak
Name: Len Liptak
Title: Chief Executive Officer

(Principal Executive Officer)



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of
ProSomnus, Inc. (the “Company”) hereby certifies, to the best of my knowledge, that:

(i) the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended March
31, 2023 (the “Report”) fully complies with the requirements of Section 13(a) or Section 15(d), as
applicable, of the Securities Exchange Act of 1934; and

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

Dated:  May 12, 2023 By:/s/ Brian Dow
Name: Brian Dow
Title: Chief Financial Officer

(Principal Financial and Accounting Officer)


