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Item 2.02

Results of Operations and Financial Condition.

On June 23, 2020, TELA Bio, Inc. (the “Company,” “we” or “us”) filed a registration statement on Form S-1 in which the Company announced
preliminary estimates of financial results for the period beginning April 1, 2020 and ended June 15, 2020, as follows:
Preliminary Financial Results
The COVID-19 pandemic has had, and is expected to continue to have, an adverse effect on our business, results of operations, cash flows and
financial condition. We began to see an adverse impact on surgical procedures using our OviTex products in the second half of March 2020 as state
mandates required hospitals to defer or cancel elective procedures and some patients elected to postpone surgery. Our revenues were affected by a decrease
in the number of daily procedures using our products and our average daily sales, at their lowest point in the first half of April 2020, were more than 70%
below our average daily sales prior to the beginning of the COVID-19 pandemic.
Since mid-April 2020, the number of procedures using our products and our corresponding sales have increased in a gradual, non-linear fashion.
The timing, extent and continuation of any further increase in procedures, and any corresponding increase in sales of our products, and whether there could
be a future decrease in the current level of procedures, remain uncertain and are subject to a variety of factors, including:
·
·
·
·
·

Government restrictions on elective procedures may change over time and may vary in different geographic locations due to localized increases or
decreases of COVID-19 cases.
A material increase in COVID-19 cases in one or more locations could result in an increase in hospitalizations and a corresponding decrease in
elective procedures in such impacted locations.
Patients may elect to defer or avoid treatment for elective procedures due to concerns about being exposed to COVID-19, loss of employersponsored health insurance related to the high levels of unemployment in the United States or other reasons.
Hospitals may reserve increased space, personal protective equipment and staff for potential COVID-19 patients, especially if the number
of COVID-19 cases spikes, limiting the space and resources allocated to inpatient and outpatient elective procedures.
Hospitals may continue to preserve cash and may not immediately replenish their inventories of our products, which would impact our future sales
and revenue.

While we continue to monitor the situation created by the COVID-19 pandemic, we cannot predict with certainty the extent to which the COVID19 pandemic will impact our business and results of operations for the full second quarter of 2020 and beyond.
The following are our preliminary estimates for the period beginning April 1, 2020 and ended June 15, 2020:
·
·

·

·

Revenue is expected to be between $2.1 million and $2.3 million. Revenue reflects the adverse impact of decreased procedure volumes as a result
of the deferral of elective procedures and corresponding reduced sales of units of our OviTex products during the period.
Gross margin is expected to be between 54% and 56%. Our gross margin is calculated by dividing our gross profit by our revenues. Our gross
profit is calculated by subtracting our costs of licensed products from Aroa, charges related to excess and obsolete inventory adjustments, costs
related to shipping and amortization of intangible assets from our revenue. Gross margin was negatively affected by the impact of expense
recognized for excess and obsolete inventory over lower revenues during the period.
Operating loss is expected to be between $4.7 million and $4.9 million. Operating loss was primarily impacted by the decrease in revenue as a
result of the deferral of elective procedures and corresponding reduced sales of our OviTex products during the period, and these amounts were
partially offset by decreases in estimated sales and marketing expenses, general and administrative expenses and estimated research and
development expenses, as we implemented the cost containment measures described above and adapted our business operations to the
environment resulting from the COVID-19 pandemic.
Net loss is expected to be between $5.5 million and $5.7 million. Net loss was primarily impacted by factors described above, partially offset by a
decrease in interest expense.

As of June 15, 2020, our cash, cash equivalents and short-term investments is expected to be $41.1 million and the borrowings outstanding under
our credit facility were $30.0 million. This credit facility matures in November 2023 and requires that we maintain a minimum cash balance of
$2.0 million.
The above estimates of our financial performance for the period indicated should not be viewed as a substitute for interim financial statements
prepared in accordance with U.S. GAAP. Preliminary estimates of our revenue, gross margin, operating loss and net loss are not necessarily indicative of
the results that may be reported for the remainder of the three month period ended June 30, 2020, for fiscal year 2020 or for any future periods. Our
consolidated financial statements as of and for the three months ended June 30, 2020 will not be available until after this offering is completed.
Furthermore, the preliminary operating data included in this prospectus has been prepared by, and is the responsibility of, our management. KPMG LLP
has not audited, reviewed, compiled or applied agreed-upon procedures with respect to the preliminary operating data. Accordingly, KPMG LLP does not
express an opinion or any other form of assurance with respect thereto.
The information furnished pursuant to Item 2.02 shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, and shall not be deemed to be incorporated by reference in any filing
under the Securities Act of 1933, as amended, or the Exchange Act, except as expressly set forth by specific reference in such filing.
Special Note Regarding Forward-Looking Statements
This Form 8-K contains forward-looking statements within the meaning of The Private Securities Litigation Reform Act of 1995. Words such as
“may,” “might,” “will,” “should,” “believe,” “expect,” “anticipate,” “estimate,” “continue,” “predict,” “forecast,” “project,” “plan,” “intend” or similar
expressions, or statements regarding intent, belief, or current expectations are forward-looking statements and reflect the current beliefs of the Company's
management. These statements are not guarantees of future performance and are subject to certain risks, uncertainties and other factors that could cause
actual results and events to differ materially and adversely from those indicated by such forward-looking statements including, among others: the risks and
uncertainties set forth in the "Risk Factors" section and elsewhere in the Company’s filings with the Securities and Exchange Commission and available at
www.sec.gov, including in the Company’s Annual Report on Form 10-K and Quarterly Reports on Form 10-Q. Any forward-looking statements that the
Company makes in this Form 8-K speak only as of the date of this Form 8-K, and the Company assumes no obligation to updates to these forward-looking
statements whether as a result of new information, future events or otherwise after the date of this press release, except as required under applicable law.
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