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ALPHATEC HOLDINGS, INC.
2051 Palomar Airport Road, Suite 100
Carlsbad, CA 92011
(760) 431-9286

July 1, 200¢

Dear Stockholder,

We cordially invite you to attend our 2008 annua&eating of stockholders to be held at 2:00 p.m.tdfasTime, on Wednesday, July 30,
2008 at the offices of HealthpointCapital Partnef, which are located at 505 Park Avenuet"Ebor, New York, NY 10022. The attached
notice of annual meeting and proxy statement desdhie business we will conduct at the meetingpaodide information about us, that you
should consider when you vote your shares.

When you have finished reading the proxy statenm@egsse promptly vote your shares by marking, signilating and returning the
proxy card in the enclosed envelope. We encourageqvote by proxy so that your shares will beespnted and voted at the meeting,
whether or not you can attend.

Sincerely,

Dirk Kuyper
President and Chief Executive Officer
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ALPHATEC HOLDINGS, INC.
2051 Palomar Airport Road, Suite 100
Carlsbad, CA 92011
(760) 431-9286

July 1, 200¢
NOTICE OF 2008 ANNUAL MEETING OF STOCKHOLDERS
TIME: 2:00 p.m., EST
DATE: Wednesday, July 30, 2008
PLACE: HealthpointCapital Partners, LP, 505 Parlewe, 12"Floor, New York, NY 10022
NOTICE IS HEREBY GIVEN that the annual meeting dpAatec Holdings, Inc. will be held on July 30, 8Q¢he “Annual Meeting”),

for the following purposes:

1. To elect nine directors to serve until the reextual meeting of stockholders and until their eesipe successors have been duly
elected and qualified, or until their earlier deathresignation

To approve the adoption of the 2007 Employee SRigkhase Plan described in the accompanying Priatgr8ent

To ratify the selection of Ernst & Young, LLPthe company’s independent registered public adeous for the fiscal year
ending December 31, 2008; a

4. To transact such other business as may be propexdented at the meetir

Only those holders of our common stock of recordfale close of business on June 5, 2008, ardezhtd notice of, and to vote at, the
Annual Meeting and at any adjournments thereobtAltof 47,418,317 shares of our common stock vgstged and outstanding as of that
date. Each share of common stock entitles its ha@dene vote. Cumulative voting of shares of comratock is not permitted.

For the tenday period immediately prior to the Annual Meetitteg list of stockholders entitled to vote will &eailable for inspection i
our offices at 5818 El Camino Real, Carlsbad, CAGR

At least a majority of all issued and outstanding Isares of common stock is required to constitute auprum. Accordingly,
whether you plan to attend the Annual Meeting or ng we ask that you complete, sign, date and returthe enclosed proxy card as soc
as possible in accordance with the instructions otihe proxy card. A pre-addressed, postage prepaid tern envelope is enclosed for
your convenience. In the event you are able to attd the meeting, you may revoke your proxy and votgour shares in person.

BY ORDER OF THE BOARD OF DIRECTOR

UFMCJOV\Q_/\

Ebun S. Garner, Esq.
General Counsel, Vice President and Secretary
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ALPHATEC HOLDINGS, INC.
2051 Palomar Airport Road, Suite 100
Carlsbad, CA 92011
(760) 431-9286

PROXY STATEMENT
2008 ANNUAL MEETING OF STOCKHOLDERS

GENERAL INFORMATION ABOUT THE ANNUAL MEETING

Why Did You Send Me this Proxy Statement?

We sent you this Proxy Statement and the enclos®d/gard because our Board of Directors is satigiyour proxy to vote at the 2008
annual meeting of stockholders (the “Annual Meéljramd any adjournments of the Annual Meeting tdbkl at 2:00 p.m., EST, on
Wednesday, July 30, 2008 at the offices of Healtit@apital Partners, LP (“HealthpointCapital”), whiare located at 505 Park Avenue12
Floor, New York, NY 10022. This proxy statementragjovith the accompanying Notice of Annual Meetidigtockholders summarizes the
purpose of the meeting and the information you rtedchow to vote at the Annual Meeting.

On July 1, 2008, we began sending this proxy stetenthe attached notice of annual meeting anénicéosed proxy card to all
stockholders entitled to vote at the meeting. Aliio not part of this proxy statement, we are agswlgg along with this proxy statement, our
2007 annual report, which includes our financiatesnents for the fiscal year ended December 317.206u can also find a copy of our 2007
Annual Report on Form 10-K, as amended, on thereteéhrough the SEC'’s electronic data system d&BGAR atwww.sec.gov or througl
the Investor Relations section of our websiteaatv.al phatecspine.com.

Who Can Vote?

Only stockholders who owned Alphatec Holdings, kammon stock at the close of business on Jun@(® are entitled to vote at the
Annual Meeting. On this record date, there werd#8,317 shares of Alphatec Holdings, Inc. commonlsbutstanding and entitled to vote.
Alphatec Holdings, Inc. common stock is our onlgsd of voting stock.

You do not need to attend the Annual Meeting t@watur shares. Shares represented by valid proxiesived in time for the meeting
and not revoked prior to the meeting, will be vot¢dhe meeting. A stockholder may revoke a proafpie the proxy is voted by delivering a
signed statement of revocation to us at 5818 Eli@auReal, Carlsbad, CA 92008, Attention: Ebun Stn@g Esq., General Counsel, Vice
President and Secretary. The proxy may also beesl/by submitting to us prior to the Annual Meetmgiore recently dated proxy or by
attending the Annual Meeting and voting in person.

How Many Votes Do | Have?
Each share of Alphatec Holdings, Inc. common stbek you own entitles you to one vote.

How Do | Vote?

Whether you plan to attend the Annual Meeting dr we urge you to vote by proxy. Voting by proxylivmiot affect your right to attend
the Annual Meeting. If your shares are registeriegctly in your name through our stock transferrdgg®ellon Investor Services, 480
Washington Ave., Jersey City, NJ 07310, or you tsteek certificates, you may vote:

. By mail. Complete and mail the enclosed proxy card, a cépyhich is attached hereto as Appendix A, in thelesed postage
prepaid envelope. Your proxy will be voted in actaorce with your instructions. If you sign the praard but do not specify how
you want your shares voted, they will be votedee®@mmended by our Board of Directc
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. In person at the meeting If you attend the meeting, you may deliver your pteted proxy card in person or you may vote by
completing a ballot, which will be available at thneeting.

If your shares are held in “street nambé&l@ in the name of a bank, broker or other nom)ing®i must provide the bank, broker or ot
nominee with instructions on how to vote your seaard can do so as follows:
. By mail. You will receive instructions from your broker ather nominee explaining how to vote your sha

. In person at the meeting.Contact the broker or other nominee who holds whares to obtain a broker’s proxy card and bring it
with you to the meeting. You will not be able taeat the meeting unless you have a proxy card froan broker

How Does the Board of Directors Recommend That | e on the Proposals?
The Board of Directors recommends that you votlews:

. “ FOR " the election of the nominees for direct
. “ FOR " the approval of the adoption of the 2007 EmployeelSPurchase Plan; ai
. “ FOR " ratification of the selection of independent auditfor our fiscal year ending December 31, 2(

If any other matter is presented, the proxy caaviges that your shares will be voted by the prbaider listed on the proxy card in
accordance with his or her best judgment. At timetthis proxy statement was printed, we knew ofnatters that needed to be acted on a
Annual Meeting, other than those discussed inglogy statement.

May | Revoke My Proxy?

If you give us your proxy, you may revoke it at aimye before the meeting. You may revoke your prioxgny one of the following
ways:

. signing a new proxy card and submitting it as insed above

. notifying us at 5818 EI Camino Real, Carlshad, @A@®8, Attention: Ebun S. Garner, Esg., General GelVice President and
Secretary, in writing before the Annual Meetingttyeu have revoked your proxy;

. attending the meeting in person and voting in perdgtending the meeting in person will not in aofdtself revoke a previously
submitted proxy unless you specifically reques

What if | Receive More Than One Proxy Card?

You may receive more than one proxy card or voitstyuction form if you hold shares of our commadmck in more than one account,
which may be in registered form or held in streshe. Please vote in the manner described above thde Do | Vote?” for each account
to ensure that all of your shares are voted.

Will My Shares be Voted if | Do Not Return My Proxy Card?

If your shares are registered in your name or if jave stock certificates, they will not be votegau do not return your proxy card by
mail or vote at the meeting as described aboveruttiav Do | Vote?”

2
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If your shares are held in street name and youatiprovide voting instructions to the bank, brokeother nominee that holds your
shares as described above under “How Do | Voté®, bank, broker or other nominee has the authtritgpte your unvoted shares on
Proposals 1, 2 and 3, even if it does not receaistructions from you. We encourage you to providing instructions. This ensures your
shares will be voted at the meeting in the manpeardesire. If your broker cannot vote your sharea @articular matter because it has not
received instructions from you and does not hagerdtionary voting authority on that matter or hessayour broker chooses not to vote on a
matter for which it does have discretionary votighority, this is referred to as a “broker nonevot

What Vote is Required to Approve Each Proposal andHow are Votes Counted?

Proposal 1: Elect Directors

Proposal 2: Approval of the Adoption of the 2007
Employee Stock Purchase Plan

Proposal 3: Ratify Selection of Auditors

Is Voting Confidential?

The nominees for director who receive the mosts/¢so known as a “pluralitysf the
votes) will be elected. Abstentions are not courit@gburposes of electing directors.
You may vote either FOR all of the nominees, WITHHBDyour vote from all of the
nominees or WITHHOLD your vote from any one or moféhe nominees. Votes that
are withheld will not be included in the vote fbetelection of directors. Brokerage
firms have authority to vote customers’ unvotedrebdneld by the firms in street name
for the election of directors. If a broker does ewércise this authority, such broker non-
votes will have no effect on the results of thisev

The affirmative vote of a majority of the votes ggat or represented by proxy and
entitled to vote at the Annual Meeting is requitedpprove the 2007 Employee Stock
Purchase Plan. Abstentions will be treated as \ajafst this proposal. Brokerage
firms do not have authority to vote customers’ uedoshares held by the firms in street
name on this proposal. As a result, any sharegatet! by a customer will be treated as
a broker no-vote. Such broker n-votes will have no effect on the results of thisev

The affirmative vote of a majority of the votes ggat or represented by proxy and
entitled to vote at the Annual Meeting is requitedatify the selection of independent
auditors. Abstentions will be treated as votesragahis proposal. Brokerage firms hi
authority to vote customers’ unvoted shares helthbyfirms in street name on this
proposal. If a broker does not exercise this aithauch broker non-votes will have no
effect on the results of this vote. We are not nexglto obtain the approval of our
stockholders to select our independent accountbiotsever, if our stockholders do not
ratify the selection of Ernst & Young, LLP as ondépendent accountants for 2008, our
Audit Committee of our Board of Directors will retsider its selectior

We will keep all the proxies, ballots and votinguéations private. We only let our Inspectors afdion, Mellon Investor Services,
examine these documents. Management will not knmw you voted on a specific proposal unless it isegsary to meet legal requirements.
We will, however, forward to management any writtemments you make, on the proxy card or elsewhere.
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What Are the Costs of Soliciting these Proxies?

We will pay all of the costs of soliciting theseogpies. Our directors and employees may solicit g®in person or by telephone, fax or
email. We will pay these employees and directoraghditional compensation for these services. Weaslt banks, brokers and other
institutions, nominees and fiduciaries to forwdrdge proxy materials to their principals and taobauthority to execute proxies. We will
then reimburse them for their expenses.

What Constitutes a Quorum for the Meeting?

The presence, in person or by proxy, of the holdéesmajority of the outstanding shares of our ocwn stock is necessary to constitute
a quorum at the meeting. Votes of stockholdergobrd who are present at the meeting in persory prdxy, abstentions, and broker non-
votes are counted for purposes of determining wéretlquorum exists.

Attending the Annual Meeting

The Annual Meeting will be held at 2:00 p.m. Eastéime, on Wednesday, July 30, 2008 at the offafdsealthpointCapital, LP, whic
are located at 505 Park Avenue,Rloor, New York, NY 10022. When you arrive at HaagbintCapital, LP signs will direct you to the
appropriate meeting room. You need not attend theual Meeting in order to vote.

Householding of Annual Disclosure Documents

In December 2000, the Securities and Exchange Cssioni adopted a rule concerning the delivery otiahdisclosure documents. T
rule allows us or your broker to send a singleo$eiur annual report and proxy statement to anysebald at which two or more of our
shareholders reside, if we or your broker belidnag the shareholders are members of the same fahhily practice, referred to as
“householding,” benefits both you and us. It reduttee volume of duplicate information received atityhousehold and helps to reduce our
expenses. The rule applies to our annual repadgystatements and information statements. Onoegeoeive notice from your broker or
from us that communications to your address wilthmuseholded,” the practice will continue untiluyare otherwise notified or until you
revoke your consent to the practice. Each shareheldl continue to receive a separate proxy cardading instruction card.

If your household received a single set of disaleslocuments this year, but you would prefer teirgcyour own copy, please contact
our transfer agent, Mellon Investor Services, Hiirgatheir toll free number, 1-866-265-1875.

If you do not wish to participate in “householdirafid would like to receive your own set of the aimisclosure documents in future
years, follow the instructions described below. @oeely, if you share an address with another Agth#&loldings, Inc. shareholder a
together both of you would like to receive onlyirgse set of our annual disclosure documents, ¥olloese instructions:

. If your shares are registered in your own nameggaeontact our transfer agent, Mellon InvestoviSes, and inform them of ya
request by calling them a-86€-265-1875 or writing them at 480 Washington Ave., JeiGiy, NJ 07310

. If a broker or other nominee holds your Alphateddit@s, Inc. shares, please contact the brokett@mraominee directly and
inform them of your request. Be sure to includerymame, the name of your brokerage firm and yoooaat number

4
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatiaith respect to the beneficial ownership of our ooon stock as of June 15, 2008 for
(a) each of our named executive officers, (b) edabur directors, (c) all of our current direct@nsd executive officers as a group and (d) each
stockholder known by us to own beneficially morarttb% of our common stock. Except as indicatedatrfotes to this table, we believe t
the stockholders named in this table have solengatnd investment power with respect to all shafe@mmon stock shown to be
beneficially owned by them based on informationvited to us by these stockholders. Percentage néwmhip is based on 47,418,317 shares
of common stock outstanding on June 15, 2008. BExazptherwise indicated in the table below, ade®f named beneficial owners are in
care of Alphatec Holdings, Inc., 2051 Palomar Aitgeoad, Suite 100, Carlsbad, CA 92011.

Number of Shares of Percentage of
Common Stock Outstanding

Name of Beneficial Owner Beneficially Owned(1 Common Stock
Directors and Executive Officer
Mortimer Berkowitz 111(2) 16,100,83 33.(%
John H. Foster(z 16,275,93 34.2%
R. lan Molson(4 256,62! *
Stephen E. " Neil(5) 56,63 *
Stephen H. Hochschuler, M.D.( 112,18 *
James R. Glynn(i 5,00( *
Richard Ravitch(8 15,00( *
Rohit M. Desa — *
Dirk Kuyper 665,26( 1.4%
Peter C. Wulf — *
Stephen Lubischer(¢ 75,48t *
Kermit Stott 30,00( *
Jens Peter Timr — *
Ebun S. Garner, Esq.(1 38,48 *
Mitsao Asai *
All executive officers and directors as a groupggbsons)(11 17,536,81 36.5%

Five Percent Stockholder

HealthpointCapital Partners, LP 13,344,63 28.1%
505 Park Avenue, 12Floor
New York, NY 10022(12

Federal Insurance Company 2,999,83. 6.2%
15 Mountain View Road
Warren, NJ 070€-1615(13)

HealthpointCapital Partners, Il LP 2,750,001 5.8%

505 Park Avenue, 12Floor
New York, NY 10022(12

* Represents beneficial ownership of less than 1#heshares of common stor

(1) Beneficial ownership is determined in accorgawith the rules promulgated by the SecuritiesExchange Commission and includes
voting or investment power with respect to the sigies. Shares of common stock that may be acquiyean individual or group
within 60 days of June 15, 2008, pursuant to threxasge of options, are deemed to be outstandinthéopurpose of computing the
percentage ownership of such individual or grow,ave not deemed to be outstanding for the purpbsemputing the percentage
ownership of any other person shown in the te
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()

(3)

(4)

()

(6)
(7)
(8)
(9)
(10)
(11)

(12)

(13)

Includes 13,344,639 shares owned by Health@aipital Partners, LP, and 2,750,000 shares ownétebjthpointCapital Partners I,
LP Mr. Berkowitz is a managing member of HGP, Liv@ich is the general partner of HealthpointCapghaitners, LP Mr. Berkowitz
is a managing member of HGP II, LLC, which is tlemegral partner of HealthpointCapital Partners R,Mr. Berkowitz disclaims
beneficial ownership of such shares except asa@xtent of his pecuniary interest in such shdnetudes shares owned by

Mr. BerkowitZ's spouse

Includes 13,344,639 shares owned by Health@aipital Partners, LP, and 2,750,000 shares ownétebjthpointCapital Partners I,
LP Mr. Foster is a managing member of HGP, LLC,clitis the general partner of HealthpointCapitatias, LP Mr. Foster is a
managing member of HGP Il, LLC, which is the gehpeatner of HealthpointCapital Partners Il, LP Muoster disclaims beneficial
ownership of such shares except as to the extdnis gfecuniary interest in such shares. Includaseshowned by Mr. John H. Foster,
trustee u/w of Virginia C. Foste

Includes 199,988 shares of common stock helthéyswiftsure Trust. Mr. Molson controls Nanteléstment, Ltd., which is the
beneficiary of the Swiftsure Trust. Mr. Molson dams beneficial ownership of the shares ownedheySwiftsure Trust except as to
his proportionate pecuniary interest in such shdnetudes 2,500 shares issuable pursuant to thesise of options that are or will
become vested within 60 days of June 15, 2

Includes shares beneficially owned by Mr. OINespouse. Includes 2,500 shares issuable pursutive exercise of options that are
will become vested within 60 days of June 15, 2(

Includes 40,000 shares issuable pursuant to theisgef options that are or will become vestedini60 days of June 15, 20(
Includes 5,000 shares issuable pursuant to theiegesf options that are or will become vested iwi0 days of June 15, 20C
Includes 5,000 shares issuable pursuant to theiegesf options that are or will become vested iwi0 days of June 15, 20C
Includes 1,432 shares issuable pursuant to theisgasf options that are or will become vested wi0 days of June 15, 20C
Includes 3,570 shares issuable pursuant to theisgasf options that are or will become vested wi0 days of June 15, 20C

Includes an aggregate of 72,688 shares issyiosuant to the exercise of options that areilbbecome vested within 60 days of
June 15, 2008. Includes 13,344,639 shares ownétkbithpointCapital Partners, LP, and 2,750,000eshawned by
HealthpointCapital Partners Il, LP See also foatadR) and (3) abov

The amount of beneficial ownership of shasdsased on a filings made with the Securities argh&nge Commission. See also
footnotes (2) and (3) abov

The amount of beneficial ownership of shasdsased on filings made with the Securities anchBrge Commission. The shares are
held directly by Federal Insurance Company, which wholl\-owned subsidiary of The Chubb Corporati
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MANAGEMENT

Board of Directors

As of June 15, 2008, our board of directors, orBbard, consisted of nine directors: Mortimer Bavka Ill, John H. Foster, R. lan
Molson, Stephen E. O'Neil, Stephen J. HochschiveR., James R. Glynn, Richard Ravitch, Rohit M. 8ieend Dirk Kuyper.

Set forth below are the names of our directorsr tiges, their offices with us, if any, their prijpal occupations or employment for the
past five years, the length of their tenure asctlins and the names of other public companies iswéuch persons hold directorships. Each
director is elected to serve until our next anmaéting of stockholders or the sooner of his resign or the date when his successor is duly
appointed and qualified.

Name Age
Mortimer Berkowitz Il 54
John H. Foste 66
R. lan Molson(1)(2)(3 53
Stephen E. "Neil(1)(2)(3) 76
Stephen H. Hochschuler, M.D 65
James R. Glynn(1 61
Richard Ravitct 74
Rohit M. Desa 69
Dirk Kuyper, President and CE 51

(1) Member of our Audit Committe
(2) Member of our Compensation Commit
(3) Member of our Nominating and Governance Commi

Mortimer Berkowitz Il has served as Chairman of the Board of us and #dpl2pine since April 2007. He is currently a mangg
member of HGP, LLC, which is the general partnedeélthpointCapital Partners, LP, and Presidentember of the Board of Managers and
a managing director of HealthpointCapital, LLC. k#es held the position with HGP, LLC since its fotim@a in August 2002, the positions of
managing director and member of the Board of MarsagEHealthpointCapital, LLC since its formationJuly 2002 and the position of
President of HealthpointCapital, LLC since Febru2®®5. Prior to joining HealthpointCapital, LLC, MBerkowitz was managing director
and co-founder of BPI Capital Partners, LLC, a atévequity firm founded in 1990. Prior to 1990, Berkowitz spent 11 years in the
investment banking industry with Goldman, Sachs&,Cehman Brothers Incorporated and Merrill Lyd&kCo. He is a director of
BioHorizons, Inc., a dental implant company, anteStx S.A., a French spinal implant company, bothvhich are portfolio companies of
HealthpointCapital, and on the Leadership Courfdihe Harvard School of Public Health. He receiadl.A. degree from Harvard College
and an M.B.A. from the Columbia Graduate Schodaginess.

John H. Fosterhas served as a Director of us and Alphatec Spiee 81arch 2005. From March 2005 until April 2007.NMoster
served as the Chairman of our Board of DirectorstrFDecember 2006 until June 2007, he served aBrémdent and CEO of us and our
subsidiary, Alphatec Spine. From October 2006 Witember 2006, he served as the Executive Chaiofnas and our subsidiary, Alphatec
Spine. Mr. Foster also served as CEO of us anduhsidiary, Alphatec Spine, from March 2005 to ®eto2005. He is currently a managing
member of HGP, LLC, which is the general partneldeélthpointCapital Partners, LP, and Chairman, C&@ember of the Board of
Managers and a managing director of Healthpoint@hpiLC. He has held the position with HGP, LL@c its formation in August 2002
and the positions with HealthpointCapital, LLC snts formation in July 2002. He founded Foster Btgament Company and served as its
Chairman and Chief Executive Officer since 1972nkinception Foster Management Company manageah ggwate equity funds.

Mr. Foster has served as Chief Executive Officamokt of Foster Management's portfolio companies,
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including NovaCare, Inc., a physical rehabilitatg@rvices company. He is a Chairman of the Boaidigfctors of BioHorizons, Inc., a den
implant company, and a director of Scient’x S.AEranch spinal implant company, both of which avetfplio companies of
HealthpointCapital, on the Dean’s Council at theudad School of Public Health, a Trustee of the pitas for Special Surgery in New York,
a Trustee of the Burke Rehabilitation HospitalCarerseer of the Amos Tuck School of Business Adstiation, and formerly a Board
Member of Avon, Inc. and Corning Incorporated. Moster received an M.B.A. from Amos Tuck Schooltberuth and a B.A. from
Williams College.

R. lan Molsonhas served as a Director of us and Alphatec Sjiee July 2005. Mr. Molson has served as a Direct@ayzer
Continuation PCC, an investment company, sincee®aper 2004. From June 1996 until May 2004 Mr. Molserved on the board of
directors of Molson, Inc., a leader in the brewiadustry. Between 1977 and 1997, he was employe@rbglit Suisse First Boston in various
capacities, including Managing Director. From 1983997, Mr. Molson served as Head of the InvestrBamking Department in Europe, a
position which encompassed corporate finance, catp@dvisory, mergers and acquisitions businésgegrope, Russia, Africa and the
Middle East. Mr. Molson received a B.A. from Harda®ollege.

Stephen E. O’Neihas served as a Director of us and our AlphateeeSgince July 2005. In May 1991, he founded Theed'Sroup,
which provides legal and financial advice to clgeptimarily in the areas of mergers and acquisstidimancings and corporate strategy, where
he has served as the principal since its incepRaor to that, Mr. O’Neil formed a law partnershifth Paul Mishkin under the name
Mishkin, O'Neil for the purpose of engaging in geslecorporate and business law. Prior to that,d¥®anded two corporations, Syntro
Corporation and NovaCare, Inc., which have sin@oive public companies. Mr. O’Neil received a B.fnfi Princeton University and an
L.L.B. from Harvard Law School.

Stephen H. Hochschuler, M.Dhas served as a Director of us and Alphatec Symee ©ctober 2006. Dr. Hochschuler has been the
Chairman of our Scientific Advisory Board since @mtr 2005. Dr. Hochschuler is the Chairman and -&@mder of the Texas Back Instit
and began serving as Chairman in 1980. Dr. Hocliechas been an orthopedic surgeon specializisgiimal disorders since 1977 and his
surgical practices are conducted in Plano, TexdPdmenix, Arizona. Dr. Hochschuler is a foundingnmber of the Board of the Spine
Arthroplasty Society. He is an active member of Te&as Spine Society, the American Board of Spimgé&ons, the American Academy of
Orthopedic Surgeons and the American Pain SodetyHochschuler received his M.D. from Harvard MediSchool and his B.A. from
Columbia College.

James R. Glynrhas served as a Director of us and Alphatec Spmee €\pril 2007. From January 2003 to July 2003, ®iynn served
as the President and interim Chief Executive Offafdnvitrogen Corp., a publicly held biotechnojogompany (Nasdaq: IVGN). Mr. Glynn
retired from such positions in July 2003. From RMOY2 to December 2002, Mr. Glynn was an Execufiee President at Invitrogen Corp.,
and from June 1998 to June 2002, he served asdgeit Corp.’s Executive Vice President and ChiefRcial Officer. From June 1998 to
April 2006 Mr. Glynn served as a member of the bazrdirectors of Invitrogen Corp. From July 1999May 1997, he served as Senior Vice
President and Chief Financial Officer. From May 798 July 1999, he served as the as Chief Operéxffiger, Chief Financial Officer and a
member of the board of directors of Matrix Pharnudical, Inc., a company focusing on the treatmémamcer. Mr. Glynn holds a B.B.A.
degree in accounting from Cleveland State Universit

Richard Ravitchhas served as a Director of us and Alphatec Sjiree June 2007. Since 1996 Mr. Ravitch has sersedRrincipal of
Ravitch Rice & Company LLC, and Chairman of WatdgesManagement Company. Mr. Ravitch is currentlyGhairman of both the AFL-
CIO Housing Investment Trust’'s Board of Trusteesl the AFL-CIO Building Investment Trust's AdvisoBoard. Mr. Ravitch’s other
professional activities currently include servieeTaustee of the Century Foundation and Trustédafnt Sinai Medical Center, and he sits
on the board of directors of Parsons Brinckerhoéf During his professional career Mr. Ravitch bas/ed as the Chairman of the New York
State Urban Development Corporation, Chairman 6@ ©f the New York Metropolitan Transit Authori@hairman and CEO of Bowery
Savings Bank, a Director of the American Stock
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Exchange and President of the Player’s Relatiomar@ittee for Major League Baseball. Mr. Ravitch igraduate of Columbia College and
has an L.L.B. from Yale University School of LawrNRavitch is admitted to practice law in the Swit®ew York.

Rohit M. Desaihas served as a Director of us and Alphatec Spineg January 2008. Mr. Desai is the founder of aimte its
formation in 1984, has been Chairman and Presifebésai Capital Management Incorporated, a speetkequity investment management
firm that manages the assets of various institatichients. Prior to forming Desai Capital Manageiria 1984, Mr. Desai spent 20 years with
Morgan Guaranty Trust, an affiliate of J.P. Morgahgre he managed an equity linked investment fisirdDesai is also a director of Finlay
Enterprises, Inc. (Nasdaq: FNLY), a company engageeltail jewelry sales and Atlas Acquisition Himld Corp (Amex: AXGWT), a specie
purpose acquisition company. Mr. Desai earned afBoB the University of Bombay, an M.S. from theitkersity of North Carolina and an
M.B.A. from Harvard Business School.

Dirk Kuyper has served as a Director of us and Alphatec Spiee danuary 2008. Mr. Kuyper has served as thaidenet and CEO of
us and our subsidiary, Alphatec Spine, since Jii20®@7. From 2004 to 2007, Mr. Kuyper served asRtesident of Aesculap, Inc. From
2001 to 2004, Mr. Kuyper served as the Executivae\Rresident and Chief Operating Officer at Aestlha. From 1998 to 2001,
Mr. Kuyper served as the Executive Vice Presidéi8ales and Marketing at Aesculap Inc. From 19909@8 Mr. Kuyper held various sales
positions of increasing responsibility at Aescullap. Mr. Kuyper served on active duty for four year the U.S. Army where he achieved the
rank of Captain. Mr. Kuyper holds a B.S. in Biologgm the University of Miami and an Executive Edtion Certificate from the Graduate
School of Sales and Marketing at Syracuse Uniwersit

Our Board has determined that the following membétbe Board qualify as independent directors utide current independence
standards promulgated by the Securities and Exeh@ognmission and the Nasdaq Stock Market: R. lalsdp Stephen E. ®eil, James F
Glynn, Richard Ravitch and Rohit M. Desai.

Committees of the Board and Meetings

Meeting Attendance. During the 2007 fiscal year, there were 16 meetofgsur Board, and the various committees of tharBanet a
total of nine times. No director attended fewemntfi@% of the total number of meetings of the Baardommittees of the Board on which he
served during the 2007 fiscal year.

Audit Committee. Our Audit Committee met five times during the 20&¢al year. This committee currently has three mers, James
R. Glynn (Chairman), R. lan Molson and Stephen ®e®d. Our Audit Committee has the authority toaiet and terminate the services of our
independent accountants, reviews annual finan@&éments, considers matters relating to accoupidtigy and internal controls and reviews
the scope of annual audits. All members of the AGdimmittee satisfy the current independence stasdaromulgated by the Securities and
Exchange Commission and the Nasdaq Stock Markstasstandards apply specifically to members ditamommittees. The Board has
determined that Messrs. Molson and Glynn are eachwadit committee financial expert,” as the Seibesiand Exchange Commission has
defined that term in Item 407 of Regulation S-Kcdpy of the Audit Committee’s written charter ishfialy available on our website at
www.al phatecspine.com.

Compensation Committee. Our Compensation Committee met three times dutie@?007 fiscal year. This committee currently hes t
members, Stephen E. O’Neil (Chairman) and R. latsbto Our Compensation Committee reviews, appranelsmakes recommendations
regarding our compensation policies, practicesmndedures to ensure that legal and fiduciary nesipdities of the Board are carried out
and that such policies, practices and procedunesibate to our success. The Compensation Comnigteesponsible for the determinatior
the compensation of our CEQ, and shall condudsétssion-making process with respect to that isgitieout the presence of the CEO. All
members of the Compensation Committee qualify dspendent
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directors under the standards promulgated by tharfies and Exchange Commission and the Nasdatk $arket. A copy of the
Compensation Committee’s written charter is puplalailable on our website atwv.alphatecspine.com .

Nominating and Governance Committee. Our Nominating and Governance Committee did nottrdagng the 2007 fiscal year and has
two members, Stephen E. O’Neil (Chairman) and R Malson. Our Nominating and Governance Committeals is to make
recommendations to the full Board as to the sizkamposition of the Board and its committees, taneivaluate and make recommendations
as to potential candidates. All members of the N@atiing and Governance Committee qualify as indepetndirectors under the definition
promulgated by the Securities and Exchange Comonissid the Nasdaq Stock Market. In lieu of havingMominating and Governance
Committee meet in 2007, all evaluations of prospedlirectors were made by the full Board. The Naaing and Governance Committee
may consider candidates recommended by stockhadderell as from other sources such as other diror officers, third party search
firms or other appropriate sources. For all potdmandidates, the Nominating and Governance Camenibay consider all factors it deems
relevant, such as a candidate’s personal integritiysound judgment, business and professionas skill experience, independence,
knowledge of the industry in which we operate, paesconflicts of interest, diversity, the exteatwhich the candidate would fill a present
need on the Board, and concern for the long-teterésts of the stockholders. In general, persacmmeended by stockholders will be
considered on the same basis as candidates fr@nsahbrces. If a stockholder wishes to nominataralidate to be considered for election as
a director at the 2008 Annual Meeting of Stockhmddé must comply with the procedures set fortloum By-laws and give timely notice of
the nomination in writing to our Secretary not l&ssn 45 or more than 75 days prior to the datevlbich we first mail our proxy statement
relating to our Annual Meeting of Stockholders ®held in 2008. If a stockholder wishes simply togwse a candidate for consideration as a
nominee by the Nominating and Governance Commiit@eist make such proposal for such candidateriting, addressed to the
Nominating and Governance Committee care of ouredaty at our principal offices. Submissions musntade by mail, courier or persol
delivery and must contain the information set fontlour Nominating and Governance Committee Chawtlich is available on our website
www.al phatecspine.com.

Shareholder Communications to the Board

Generally, shareholders who have questions or enaahould contact Peter C. Wulff, our Chief Finah©fficer, Vice President, and
Treasurer, at 760-431-9286. However, any sharehalle wishes to address questions regarding ounéss directly with the Board, or any
individual director, should direct his or her quess in writing to the Chairman of the Board at 88 Camino Real, Carlsbad, CA 92008.
Communications will be distributed to the Boardt@any individual director or directors as appiaf®, depending on the facts and
circumstances outlined in the communications. Itémas are unrelated to the duties and respong#silidf the Board may be excluded, sucl

. junk mail and mass mailing

. resumes and other forms of job inquiri
. surveys; ol

. solicitations or advertisemen

In addition, any material that is unduly hostileretatening, or illegal in nature may be excludedyjged that any communication that is
filtered out will be made available to any outsétiector upon request.
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Executive Officers

Set forth below is certain information regarding ptincipal executive officers and other executiicers who are not also directors.
We have employment agreements with all of our etkeewfficers. Other than with respect to Dirk K@ypour President and CEO, and
Mitsuo Asai, the President of our subsidiary, AligtaPacific, Inc., all other executive officers atewill employees.

Name Age Position
Peter C. Wulf 49 Chief Financial Officer, Vice President and Treas!
Stephen Lubische 46 Vice President, Sale

Jens Peter Timr 34 Vice President, Research and Developn

Kermit P. Stoti 55 Vice President, Operatiol

Ebun S. Garner, Es 36 General Counsel, Vice President and Secre
Mitsuo Asai 53 President, Alphatec Pacific, In

Peter C. Wulffhas served as the Chief Financial Officer, VicesRient and Treasurer of us and Alphatec Spine since 2008. From
January 2005 until May 2008 he served as the Ginefncial Officer of Artes Medical, Inc. (NasdagRAE), a publicly traded medical dev
company. From February 2007 until May 2008 Mr. Walko served as the Executive Vice President tdsAMedical. From June 2004 until
December 2004 Mr. Wulff was a managing partner afirhen Biomedical, consulting services firm thatcsglezed in providing services to
medical technology companies. From May 2001 to @94, Mr. Wulff served as Vice President Finandeie€Financial Officer, Treasurer
and Assistant Secretary of CryoCor, Inc., a medieaice company. From November 1999 to May 2001,Wulff served as Chief Financial
Officer and Treasurer of Natural Alternatives Im@ional, Inc. (Nasdag: NAII), a publicly-tradeddainternational nutritional supplement
manufacturer. Mr. Wulff holds a B.A. in both econiomand Germanic languages and an M.B.A. in Fin&mee Indiana University.

Mr. Wulff is a Certified Management Accountant.

Stephen Lubischehas served as the Vice President, Sales of us fict#&c Spine since December 2006. From May 20@xtembe
2006, Mr. Lubischer, was one of our and Alphatem&p Regional Vice Presidents, Sales. From 1995 to R0&p, Mr. Lubischer held sen
level sales positions at Interpore Cross Intermafica company that designs, manufactures and tsaslethetic bone and tissue products and
spinal implant devices. In his most recent positibinterpore Cross International, Mr. Lubischawed as the Eastern Vice President of S
Prior to joining Interpore Cross International, Mubischer also served as the Vice President, $afesach of BIONX Implants and
Immedica, Inc., both medical device companies.IMhbischer received a B.A. in Communications froms@m College.

Jens Peter Timnhas served as the Vice President, Research anddpewnt of us and Alphatec Spine since Februang82Bfbm 200
until he joined us Mr. Timm served as Vice PrestddrResearch and Development at Applied Spine f@dgies Inc. From 1999 to 2004,
Mr. Timm served in various engineering and researshdevelopment capacities at Interpore Crossrati®nal, most recently as Director of
Development, Anterior Fusion and Disc Systems. Ft&®i7 to 1999, Mr. Timm served as a Developmeniri&ay with Biomet, Inc.
Mr. Timm is a charter member of the Spine ArthrepfeSociety and earned a B.S. in Biomedical Engingdrom Rensselaer Polytechnic
Institute.

Kermit P. Stotthas served as the Vice President, Operations afid#\Iphatec Spine since September 2007. From g6fibhe joined
us Mr. Stott was General Manager of Lean OperationEdwards Lifesciences Corporation, a global iteddlevice company that
manufactured implants to treat cardiovascular diseBrom 2001 to 2005, Mr. Stott served as Direazt@perations at Interventional
Technology, which was eventually acquired by Bostairentific Corporation. From 1990 to 2001, Mr.t68®rved as General Manager of
Sulzer Dental, a subsidiary of Sulzer Medical. Btott served on active duty for six years in th8.Wavy, successfully completed the Naval
War College and retired with the rank of Commaride¢he U.S. Navy Reserve. Mr. Stott holds a B.Sperational Analysis from the Unit
States Naval Academy, an M.A. in International Retes from University of San Diego, and an M.B.forh Pepperdine University.

11



Table of Contents

Ebun S. Garner, Esghas served as the General Counsel, Vice Presiddribecretary of us and Alphatec Spine since Au2036.
From September 2005 until August 2006, he servaélea¥ice President of Legal Affairs and Complianteis and Alphatec Spine. From
August 2005 to September 2005, he served as threRfiesident of Legal Affairs of us and Alphatecr®piFrom July 2000 until August 20(
Mr. Garner was an associate at the law firm of Elibevin, Cohn, Ferris, Glovsky and Popeo, P.CnF&eptember 1999 until July 2000,
Mr. Garner was an associate at the law firm of Squa Ellenoff, Plesent and Sheinfeld, LLP. Mr. @aris admitted to practice law in the
State of New York. Mr. Garner received a B.A. immBomics from the University of Pennsylvania andia rom New York University
School of Law.

Mitsuo Asaihas served as President of Alphatec Pacific, naholly owned subsidiary of Alphatec Spine, siAqeil 2008. From 200
until he joined Alphatec Pacific, Mr. Asai was tRAeesident of Tokai Co., Ltd., a manufacturer ofstoner goods. From 2002 to 2004,
Mr. Asai served as General Manager and Presideviirbc Japan Co., Ltd., a company that focusedeterinary pharmaceuticals and
healthcare products. From 1998 to 2002, Mr. Asaiezbas President and CEO of Vital Link Corporatiawlistributor of cardiovascular
medical devices. From 1985 to 1996, Mr. Asai heldous positions of increasing responsibility wi#ackman Coulter, K.K., a manufacturer
of biomedical testing instrument systems. Mr. Asained a B.A. in Law from Kyoto Ryukoku University1979.
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COMPENSATION DISCUSSION AND ANALYSIS

We have prepared the following Compensation Disonssnd Analysis, or CD&A, to provide you with infoation that we believe is
necessary to understand our executive compengatiaries and decisions as they relate to the cosgi@n of our named executive officers.

Compensation Discussion and Analysis
Compensation Philosophy and Objectives

We are engaged in a very competitive industry, amdsuccess depends upon our ability to attractretaih qualified executives.
Accordingly, our compensation arrangements mustpepetitive. The Compensation Commitegitent is generally to target salaries, an
incentives and long-term incentive grant values mnge that is competitive with programs offergather companies against whom we
compete for personnel. The Compensation Committessions are based upon a philosophy of payddopmance, with an individual's
experience, potential and contribution to our besindetermining his or her actual compensation.Gdmpensation Committee administers
the compensation programs for our executive officeonsidering this competitive environment, bebdlelieves that the compensation paid
to our executive officers should be dependent uporfinancial performance and the value that wateréor our stockholders. For this reas
the Compensation Committee’s philosophy is to stmecour compensation programs to provide meaningéentives for the attainment of
specific financial objectives and to reward thosecgitive officers who make substantial contribusionm the attainment of those objectives,
and to link executive officer compensation withfpemance.

The Compensation Committee’s objectives are to:
. attract, retain, and motivate talented executiesponsible for the success of the organiza
. provide compensation to executives that is extgriwaimpetitive, internally equitable and performe-based; an

. ensure that total compensation levels are refleafvcompany and individual performance and proexiecutives with the
opportunity to receive above market total compeasdbr exceptional business performar

Compensation Process and Benchmarking
Compensation Process

Pursuant to its charter, the Compensation Comntitaseresponsibility for, among other things, disghray the Board’s responsibilities
relating to compensation and benefits of our exeeuwfficers, including responsibility for evaluagj and reporting to the Board on matters
concerning management performance, officer compiemsand benefits plans and programs. In carryutioese responsibilities, the
Compensation Committee is required to review athponents of executive officer compensation for &ieacy with our compensation
philosophy.

In 2007 and the first two quarters of 2008, we thiseveral new executive officers, namely Mr. Kuyer President and CEO,
Mr. Stott, our Vice President, Operations, Mr. Tipoar Vice President, Research and DevelopmentAlfi, the President of Alphatec
Pacific, and Mr. Wulff, our Chief Financial Officevice President and Treasurer. With respect th @dsuch individuals, their compensation
for 2008 was determined during arms-length negotiateither with the Compensation Committee, wiicthe case with respect to
Mr. Kuyper, or with Mr. Kuyper, which is the casétlwrespect to the other newly hired executivesthwspect to all of such hires, the
Compensation Committee approved the compensatiorsteet forth in such individual's employment agneet prior to their hire.
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Accordingly, beginning in 2008, the processes fo#ld by the Compensation Committee in setting exezgbmpensation have
changed. As requested by the Compensation Comnittiedresident and CEO presents individual perfore review summaries, proposed
annual salary increases and long-term incentivetgegsommendations for the other executive offiterthe members of the Compensation
Committee. The Compensation Committee reviewsrtf@mation and either approves the recommendationakes changes at its discreti
The Compensation Committee makes its own assesshbhit Kuyper based on our financial performartus,compensation compared to
comparable CEOs, the components of his compensatidmis total compensation level. The Compens&immmittee then approves
Mr. Kuyper’'s compensation or makes changes atistsetion.

The Compensation Committee does not maintain forwidtiten executive compensation policies. Our Biexgt and CEO, working with
our Vice President, Human Resources and our Ge@erabsel, Vice President and Secretary engagedsultant in 2008 as described below
under “Benchmarking” and plans to continue usirngasultant with respect to the recommendations dleesito the Compensation
Committee. Except to the extent described undentBmarking,the Compensation Committee has not relied on faamat specific analys
in determining levels and mixes of compensationratiter has relied on its members’ subjective basonable, good faith judgment based on
their years of experience both with us and witreottompanies they have been involved with in thesfessional careers.

In both 2007 and 2008, our Chief Operating Offiaed President and CEO, respectively, provided raecendations to the
Compensation Committee regarding financial goatk@iteria for our annual bonus plans. These daitand targets were based upon our
operating plan for each fiscal year, as approvethbyBoard. After his hiring in June of 2007, Muyper provided revised criteria to the
Compensation Committee. For 2007 and 2008, theocatp performance metrics under the bonus plapa®eed by the Compensation
Committee included attainment of adjusted EBITDAl agvenue targets.

Benchmarking
2007 Benchmarking

Due to the fact that several members of our exeeutificers joined us in 2007 we did not take pamny formal benchmarking process
with respect to executive compensation for fis€072 Each of the executive officers that joinecfisr June 2007, Messrs. Kuyper, Stott,
Timm, Asai and Wulff each negotiated their employterms in an arms-length transaction with us,aitld respect to each of them, their
compensation was approved by the Compensation Cieenpirior to the execution of their employmentesggnent. During 2007, the
executive officers that were employed by us in 2006ssrs. Yasbek, Lubischer, and Garner, did rowive raises from their respective 2006
base salaries.

2008 Benchmarking

In 2008, Mr. Kuyper, acting in concert with our ¥i€resident, Human Resources and our General Aoaetsieed the compensation
advisory firm Remedy, LLC, or Remedy, to assist@wmmnpensation Committee in structuring our exeeutempensation policies and plans
for 2008, focusing on total cash compensation (lsat&y plus annual cash incentives) and long-eaity incentives. Under this system,
Mr. Kuyper assigns a total target compensationedog particular executive officer after considgrvarious factors under the major
categories of job demands, knowledge, level ofaasibility and the total target compensation pajdbr peer group. Mr. Kuyper used input
from Remedy in assigning total target compensaioounts in 2008, and we anticipate that a simitarase will be employed in the future.
With respect to our executive officers, all of Muyper’s total target compensation recommendatisaseviewed and approved by the
Compensation Committee.

Remedy evaluated the total targeted compensationroéxecutive officers by comparing our informatio published compensation
survey data from companies in our industry or @mihdustries with annual revenues
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similar to those of ours, which peer group inclutiesl following companies: Nuvasive, Orthofix, TranExactech, Symmetry Medical,
Orthovita, Osteotech, RTI Biologics, Wright Medicatoup, Cynosure, Staar Surgical, Symetry Mediodl dolcano Corp. In addition,
Remedy also included in its analysis informationva from the Radford Global Life Sciences Compdias Survey for companies with a
number of employees that is similar to ours. Theeydata included information on job duties, amdjét and actual total compensation ai
median and 7% percentiles. Mr. Kuyper and the Compensation Coteigenerally consider total targeted compensadidie within the
market competitive range if total targeted compgosavas between the median andf&ercentile.

Elements of Compensation and How Each Element is ©ken

As indicated above, compensation elements for pecutive officers are designed to attract and matedividuals with exceptional
ability for these key roles in a very competitivanket for such talent. Certain elements of comp@msaerve other important interests. For
example, annual incentive pay is designed to mitittee executive officers to attain our vital sherm goals. Long-term incentive pay in the
form of equity awards vesting over a number of gedigns the executive officer interest with thsleareholders in seeing long-term
increases in the value of our shares. The main easgiion elements for our executive officers (yalannual incentive, long-term incentive,
and other benefits and perquisites) are descritbetbre detail below.

For fiscal year 2007, each executive officer's cemgation generally consisted of three elementba8k salary, (ii) cash bonus based
upon our attainment of pre-established objectigeg (iii) long-term stock-based incentive awardsigized to align the interests between our
executive officers and our shareholders.

At the time of the hiring of any executive officanitial base salary, the percentage of base sétatyshall be the target amount for cash
bonus awards and an initial equity grant have Imegotiated between such officer and us. Genemalish negotiations are conducted by our
President and CEO on our behalf. The Compensationn@ttee approves the final compensation packageh 8ompensation was
determined based upon available information conegrine competitive packages offered to executinesmilar jobs at companies with
which we are competitive for personnel, but wereastablished based upon any formal survey or athiparative data.

The Compensation Committee was responsible fortiegm the compensation package for Mr. Kuyperamticipation of such
negotiations, the Compensation Committee requestéddependent consultant, Russell Reynolds Asssgito provide competitive
compensation levels for a newly-hired president @ndf executive officer at companies with which are competitive for personnel. The
compensation data included data regarding base/satsh bonuses and new hire equity grants. RuBsgholds Associates also examined
survey data as well as proxy data to determine etithge terms relating to payments on severanangbloyment, and termination as a result
of a change in our control, and provided adviceeasonable and customary provisions included ih sigceements.

Base Salaries

Starting in 2008, each fiscal year, the Presidadt@EO reviews the base salaries of the execuffieers and determines whether any
changes are appropriate for the next fiscal yearing such review, the President and CEO take plalfactors into consideration. Base
salaries of the executive officers are targeteal @mpetitive market median on a job-by-job bastk mdividual variations explained by
differences in experience, skills and sustainefbp@ance. In addition, Mr. Kuyper commissioned a/ey to determine the competitive
position of our compensation levels, and targetesklsalary for each executive officer at leastribdian percentile, depending on the spe
position, of the compensation of similarly-situateacutives in comparable companies in our indusitty whom we directly compete in our
hiring and retention of executives. Following sestaluation, the President and CEO makes recomnienddb the Compensation Commit
for

15



Table of Contents

such executive’s compensation for such fiscal yBased on such evaluation, for fiscal 2008 theofeihg executives received the following
new base salaries, effective May 2008: $225,000/forStott and $230,000 for Mr. Garner. In June&dBe Compensation Committee
conducted a review of Mr. Kuyper’'s annual compensgbackage and increased his base salary to $875,0

Annual Incentive Compensation

Executive officers are eligible for incentive compation annually under our non-shareholder-appriveedis plan. Within this plan, the
Compensation Committee establishes annual inceotirgensation that is based upon target awardessgu as a percentage of each
executive’s base salary. Payments under the bdansape determined based upon our performance stigaig-established financial targets.

Under the bonus plan approved in both 2007 and 268 bonuses are paid to executive officers baged our achievement of certi
revenue and financial targets. The performanceef@ive officers is measured against establiseednue and financial targets, in
accordance with the operating plan for each resmefiscal year that was approved by the Board ioé@ors. Mr. Lubischer’s bonus targets
are based upon revenue targets to a larger ektamthe other executive officers. Under the borlas ppproved in the first fiscal quarter of
2007 executives were eligible for quarterly bonused an annual bonus, each of which was payable apoachievement of certain quarte
and annual revenue and financial targets. As dtreshonus was paid following the first quarte2607. After the hiring of Mr. Kuyper in
June 2007, the Compensation Committee, at the seéqfidr. Kuyper, changed the 2007 bonus plan abittwould be solely based upon the
achievement of annual revenue and financial tar@stse again, Mr. Lubischer’s bonus targets wesethaipon revenue targets to a larger
extent than the other executive officers. The ahbaaus payments paid under the 2007 bonus plae pad following the public release of
our 2007 results, which occurred in February 2098 gesult of us achieving certain revenue andséeluEBITDA targets. This practice
continued in 2008 as the 2008 bonus plan doesrouaide for quarterly bonus payments. We anticifetging any bonus payments related to
the 2008 bonus plan following the public releasewf2008 annual results, which will occur in tirstfquarter of 2009.

Extraordinary Bonuses

In addition to the bonus plan described aboveCiimpensation Committee may agree to grant a bansisecific employees, including
the executive officers, in recognition of extram@ly service to us. The Compensation Committeetgisarch extraordinary bonuses as it
deems appropriate to retain high quality executieeserve as our employees.

In 2007, the Compensation Committee approved payinduyper 50% of his annual target bonus forgesformance during 2007.
This bonus was in lieu of Mr. Kuyper receiving tienus that was payable to him pursuant to our 2@@its plan. This bonus was payable to
Mr. Kuyper for his demonstrated leadership durimg past fiscal year, and in recognition of theaoddinary amount of additional work
required in connection with the position of Presidend CEO in 2007.

In the second quarter of 2007, Stephen Lubischeralso paid a one-time bonus of $19,250 in conoeetith him assuming the role of
Vice President, Sales in the fourth quarter of 2006

Equity Compensation Awards

Equity compensation has traditionally been an irtgzdrelement of our executive compensation progedigning the interests of our
executives with those of our stockholders. Becélusevalue of the equity awards will increase onhyew we perform and increase stockho
value, the grant of such equity awards provideg-t@mm incentives to the recipients thereof, inglgdur executive officers. These awards
not only serve to align the executives’ interesith whose of the stockholders over an extendedgeaf time, but because they
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also generally are subject to vesting in conneatitdh continued service to us over a specifiedqubdf time, these awards serve as an
additional retention mechanism. The Compensatiomi@ittee believes that both of these elements apeiitant factors in executive
compensation.

New Hire Grants

Generally, we grant equity awards to our new emgagy including our executive officers, in connattiath the start of their
employment. At the time of the hiring of any exeeeitofficer, equity compensation generally is néafet between such officer and us.
Generally, such negotiations are conducted by oesiéent and CEO on our behalf. The Compensationiitiee approves such negotiated
equity compensation for newly hired executive @&fg Such compensation was determined based updatdg information concerning the
competitive packages offered to executives in sinjdbs at companies with which we are competifirgpersonnel, but were not established
based upon any formal survey or other comparatite.dn addition, the President and CEO often asljgisch initial equity compensation
grants as deemed appropriate to attract or repaicific candidates based on their experience, keagd, skills and education and our needs.
Other than with respect to the restricted stockigeto Mr. Kuyper, which vests quarterly over toeirse of four years, annual equity grants
made to executive officers vest annually over eitbar or five years following the date of grantdgual installments on the anniversary of
date of grant, subject to the officer’'s continuethéoyment with us. In 2007 and 2008, the followime hire equity grants were made
following the promotion or hiring of an executivéicer: 690,000 shares of restricted common stackit. Kuyper, incentive stock options to
purchase 7,160 shares to Mr. Lubischer, 30,00@sharestricted common stock to Mr. Stott, incemstock options to purchase 75,000
shares to Mr. Timm, incentive stock options to pase 75,000 shares to Mr. Asai, and incentive stptibns to purchase 150,000 shares to
Mr. Wulff.

Annual Equity Grants

Starting in 2007, we granted each executive offeceadditional stock option grant on an annualdyasith the goal of providing
continued incentives to retain strong executivasiarprove corporate performance. In July 2007 Rhesident and CEO made a
recommendation to our Compensation Committee réaggrdhether any equity incentive grant was appadprfor an executive officer and
the amount of such grant. The Compensation Comengg@roves such annual incentive equity grantxXecetive officers. In reaching their
decision the President and CEO and the Compendatomittee considered each individual’'s experiettte scope of such individual's
responsibilities, his or her performance in theliapple role, and his or her expected future cobuation to our goals and stockholder value, in
deciding to make grants for fiscal 2007. In Julp20each of Messrs. Yasbek, Lubischer and Gareived incentive stock options to
purchase 20,000 shares of our common stock asfantincentive stock option grant that was madalltkey employees. In June 2008, the
Compensation Committee granted Mr. Kuyper 150,0@@ritive stock options to purchase our common sible& amount of the grant was
determined after consultation with a compensatmmsaltant so as to ensure that the grants were a@iie to similarlysituated executives
comparable companies in our industry with whom weatly compete in our hiring and retention of extves.

Merit based annual equity grants made to execufifieers generally vest annually over the four wefatlowing the date of grant in
equal installments on the anniversary of the daggant, subject to the officer's continued empl@mwith us.

Other Compensation

We maintain broad-based benefits and perquisitdsatte provided to all employees, including hemigurance, life and disability
insurance, dental insurance, an employee stockpsecplan, and a 401(k) plan. We make matchingibatibns to all employees, including
our executive officers with respect our 401(k) pMfe also provide our President and CEO and adksaiployees, including Mr. Lubischer,
with a monthly automobile allowance. In particutincumstances, we also utilize cash signing bonuéen certain executives
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and senior non-executives join us. Such cash gigmimuses are typically repayable in full to uthé recipient voluntarily terminates
employment with us prior to the first anniversafyh® date of hire. Whether a signing bonus is paid the amount thereof is determined
case-byease basis under the specific hiring circumstarfe@sexample, we have paid and will consider pagiagh bonuses to compensatse
amounts forfeited by an executive upon terminagirigr employment. In addition, we may assist wigtain expenses associated with an
executive joining and maintaining their employmeith us. For example, in 2007, we reimbursed oesient and CEO for certain housing
costs and/or expenses for relocation and in 2008gxeed to reimburse our Vice President, ReseardDavelopment for similar expenses.
We have also provided reimbursement compensatioihéotaxes associated with these benefits. Werethese forms of compensation
create additional incentives for an executive to jgs in a position where there is high market detind@hese forms of compensation are
typically structured to not exceed certain monetanounts and/or time period.
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth information concegpicompensation earned for services rendered by osir current and former Chief
Executive Officers, our current Chief Financial i0éf, our two other most highly compensated exgeutificers on December 31, 2007 and
two former executive officers, each of whose tetahpensation exceeded $100,000. We refer to thesigve officers as our “Named
Executive Officers” elsewhere in this report.

Stock Option
Awards Awards All other

Name and Principle Position Year Salary Bonus(5) (6)(7) (6) Compensatior Total

Dirk Kuyper(1) 2007 $175,00( $175,00( $319,74: $ — $ 283,85((9) $953,59:
President and
Chief Executive Office

John H. Foster(Z 2000 — $ — $ — % — $ — $ —
Former President, 2006 $§ — $ — $ — $ — $ — $ —
Chief Executive Officer and
Chairman of the Boar

Steven M. Yasbe 2007 $216,34° $ 44,18: $ —  $44,29 $ 8,891(10) $313,71¢
Chief Financial Officer, 200¢ $170,17: $ 12,03¢ $ —  $23,30¢ $ 6,803(10) $212,32:
Vice President and Treasul

Ebun S. Garner, Esq 2007 $206,73: $ 52,77t $ 55,767 $ 9,39¢ $ 8,06((11) $332,72:
General Counsel,
Vice President and Secret:

Stephen Lubische 2007 $264,42: $123,75( $ 82,71 $ 7,10z $ 41,667(12) $519,65¢
Vice President, Sale 200€ $275,00( $ 30,00C $ 82,71¢ $ — $ 26,21(12) $413,92:

Steven Reinecke(: 2007 $195,05. $ 7,74¢ $ 94,52 $(2,960(8) $ 290,50t(13) $584,86¢
Former, Chief Technology 200€ $216,15¢ $ 26,33¢ $118,80° $ 2,867 $ 82,01413) $446,18!
Officer and Vice Presidel

Maxwell R. Simmonds(4 2007 $193,54! $10,38: $ — $(9,97)(8) $ 381,80%(14) $575,75¢

Former, Senior Vice President
and Chief Operating Office
(1)  Mr. Kuyper joined us as our President and CEO me2007
(2)  Mr. Foster served as our President and CEO frone®ber 2006 through June 20!

) Mr. Reinecke served as our Vice President, &ebkeand Development from October 2005 through Atg006 and our Chief
Technology Officer and Vice President from Augu80@ through November 200

(4) Mr. Simmonds served as our Senior Vice PresidethiCGhief Operating Officer December 2006 throughtSmper 2007

(5) The bonus amounts in this column reflect actualam®earned in 2006 and 2007 and paid during themtuand following fiscal yea
pursuant to the respective employ employment agreemen

(6) The value of the stock and option awards has lsemputed in accordance with Statement of Fimh#gcounting Standards (SFAS)
No. 123(R),“Share-Based Payment,” which requires that we neizegas compensation expense the value of all diaskd awards,
including stock options, granted to employees ichexge for services over the requisite serviceogewhich is typically the vesting
period. For more information about the assumptigsed to determine the fair value of the stock grttbn awards and all forfeitures
during the year, see Note 10 in the Notes to Fimh&tatements contained in our Ann
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(7)

(8)

(9)

(10)
(11)
(12)

(13)

(14)

Report on Form 10-K filed with the SEC on March 2008. Our executive officers and former executiffecers will not realize the
value of the option awards in cash until these dware exercised and the underlying shares areguéstly sold

We recognized $754,264 in stock compensatigerse during 2007 for the vesting of shares graot#ite executives according to
their employment contracts. Upon termination in 20dr. Reinecke forfeited 26,775 shares of restdctock that had been grantec
October 17, 2005 that was repurchased by us d@a6og.

Upon termination in 2007, Mr. Reinecke forfeit23,000 unvested shares of stock options thabbad granted on August 17, 2006
and August 22, 2007. Upon his termination in 2007, Simmonds forfeited 125,000 shares of unvestecksoptions that had been
granted on October 24, 20(

All other compensation for Mr. Kuyper includ@ $225,460 for costs related to the sale of Mryper's home, (b) relocation expen
of $20,301, (c) temporary housing costs of $18,2@Yautomobile allowances of $6,000, (e) tax giass on relocation and temporary
housing reimbursements of $7,432 and (f) our 40T@fjtributions of $6,38(

All other compensation for Mr. Yasbek includes d0Qd.(K) contributions of $8,891 for 2007 and $6,8672006.
All other compensation for Mr. Garner includes 404 (K) contributions of $8,06(

All other 2007 compensation for Mr. Lubisclesludes (a) a lump sum merit award of $19,250a{kip allowance of $8,250 and
(c) our 401(K) contributions of $14,167. All otH2006 compensation for Mr. Lubischer includes (ajlpa-kind, or PIK dividend on
restricted share awards related to our initial mubifering, or IPO, in paid equity of $11,312, @)K dividend on restricted shares
awards related to the IPO paid in cash of $6,08B(ehour 401(K) contributions of $8,8C

All other 2007 compensation for Mr. Reineckeliides (a) severance paid in 2007 of $30,911sdb¢rance accrued in 2007 and to be
paid in 2008 of $204,089, (c) healthcare relatetelits of $17,585, (d) tax gross-ups on healthecalaed benefits of $13,132,

(e) accrued vacation payout of $15,890 and (f)4fr(K) contributions of $8,899. All other 2006 coemgation for Mr. Reinecke
includes (a) PIK dividend on restricted share awaedated to the IPO in paid equity of $9,418,RI dividend on restricted shares
awards related to the IPO paid in cash of $5,0Y8d¢asing allowances of $16,889, (d) furniture wkmces of $10,484, (e) relocation
allowances of $30,000, (f) car service allowande®lg350 and (g) our 401(K) contributions of $8,8

All other compensation for Mr. Simmonds inasda) severance paid in 2007 of $115,397, (b)raage accrued in 2007 to be paid in
2008 of $199,603, (c) healthcare related benefi®l6,761, (d) tax gross-ups on healthcare relbgsetfits of $8,770, (e) accrued
vacation payout of $20,227, (f) additional seveeanpon the execution of a release agreement 06820(g) auto allowance of $800
and (h) our 401(K) contributions of $10,7:
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Grants Of Plan-Based Awards

The following table sets forth information regamgligrants of stock option awards made to our Namextiive Officers during the
fiscal year ended December 31, 2007.

All Other
Option
Awards: Closing
All Other Number of Market Price
Stock Awards: Exercise ol Grant Date
Securities on Date of Fair Value
Number of Underlying Base Price Grant of of Stock and
Approval Shares of of Option Option Option
Name Grant Date Date Stock or Units Options Awards Awards(1) Awards(2)
John H. Foste — — — — $ —  $ —
Dirk Kuyper 712/200° 6/1/200° 690,00( — — $ 3.7z  $2,566,80
Steven M. Yasbe 8/22/200°  8/15/200° — 20,00( $ 39 % 39C $ 42,57¢
Ebun S. Garner, Esq 8/22/200°  8/15/200° — 20,00( $ 39 % 39C $ 42,57¢
Steven Reineck 8/22/200°  8/15/200° — 15,00(3) $ 3.9¢ % 39C $ 31,93
Stephen Lubische 8/22/200°  8/15/200° — 20,00( $ 393 $ 39 $ 42,57¢
Stephen Lubische 1/10/200°  1/10/200° — 7,16( $ 35 % 361 $ 16,89

(1) The exercise price represents the fair mar&ktesof our common stock on the date of the grahich is the closing price of our
common stock on the date prior to the date of thatgas reported on the Nasdaq Global Market fantgrafter June 2, 2006, the date of
our initial public offering in accordance with tdefinition of fair market value set forth in our@®Stock Plan

(2) The value of the stock and option awards has lsemputed in accordance with Statement of Fisd&tandards (SFAS) No. 123(R),
“Share-Based Payment,” which requires that we mneizegas compensation expense the value of all diaskd awards, including stock
options, granted to employees in exchange for sesvover the requisite service period, which iscBlfy the vesting period. For more
information about the assumptions used to deterthi@éair value of the stock and option awardsmiyithe year, see Note 10 in the
Notes to Financial Statements contained in our AhReport on Form ’-K filed with the SEC on March 17, 2008. Our exéogit
officers and former executive officers will not liea the value of the option awards in cash uhtise awards are exercised and the
underlying shares are subsequently s

(3) Upon termination in November 2007, Mr. Reineckddited these unvested stock options that were gdaoih August 22, 200

Narrative Disclosure to Summary Compensation Tabland Grants of Plan-Based Awards Table
During 2007, we did not have an employment agre¢mvéh John H. Foster.

In June 2007, we and Alphatec Spine entered inngployment with Dirk Kuyper, pursuant to which Niuyper agreed to serve as
our President and CEO. Pursuant to the agreenientetm of Mr. Kuyper's employment is from July2®07 (or sooner if agreed upon by us
and Mr. Kuyper) until July 1, 2011. Pursuant to slggeement Mr. Kuyper will receive an initial anhbase salary of $350,000 and he is
eligible to receive an incentive bonus each figear in an amount equal to 100% of his annual bakey for such year, with the payment of
such bonus based on Mr. Kuyper’'s achievement dbpaance objectives established by the our Boamiafctors each fiscal year. Pursuant
to the agreement, we granted Mr. Kuyper 690,008eshaf restricted common stock. So long as Mr. Kanygontinues to be employed by us,
the restricted stock awarded to him will vest arddme non-forfeitable in 16 equal tranches begmoimthe date that is three months after
the initiation of his employment and every threenths thereafter. In addition, upon a change ofroboff us that occurs during his
employment, any unvested shares of his restrid¢texk shall become fully vested. The agreement piewides for the reimbursement of up to
$1,000 per month for automobile-related expensasuRnt to the Agreement, we agreed to reimburseKiiyper for up to $270,000 of costs
related to his relocation to Carlsbad, CA.
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In October 2006, we and Alphatec Spine enteredantemployment agreement with Steven M. Yasbelsyaunt to which Mr. Yasbek
agreed to serve as our Chief Financial Officer gWesident and Treasurer. Pursuant to the agrédmeXasbek will receive an initial
annual base salary of $225,000 and he is eligibtedeive an incentive bonus each fiscal year iaraaunt equal to 40% of his annual base
salary for such year, with the payment of such dmsed on Mr. Yasbek’s achievement of annual pegoce objectives established by the
Board at the beginning of each fiscal year. Purst@the agreement, we granted Mr. Yasbek optiommitchase up to 37,910 shares of our
common stock at an exercise price equal to thenfaiket value on the day prior to the grant dake dptions will vest annually in five equal
tranches beginning on the first anniversary ofgremt date. In addition, all of the options shaitbme fully vested upon a change of control.

In December 2006, we and Alphatec Spine enteredaintemployment agreement with Stephen Lubischesuant to which
Mr. Lubischer agreed to serve as our Vice Presjdgales. Pursuant to the agreement Mr. Lubischiéragieive an initial annual base salary
of $275,000 and he is eligible to receive an inegernonus each fiscal year in an amount equal % 60his annual base salary for such year,
with the payment of such bonus based on Mr. Lulgisstachievement of annual performance objectigésbdéished by the Board at the
beginning of each fiscal year. The Board incredhedbonus percentage to 85% for the 2007 fiscaf yreorder to provide an additional
performance incentive to Mr. Lubischer. Pursuarthibagreement, we granted Mr. Lubischer optionmutchase up to 7,160 shares of our
common stock at an exercise price equal to thenfaiket value on the day prior to the grant dakes dptions will vest annually in five equal
tranches beginning on the first anniversary ofgremt date. In addition, all of the options shaitbme fully vested upon a change of control.

In August 2006, we and Alphatec Spine enteredamtemployment agreement with Ebun S. Garner, gsgsuant to which Mr. Garner
agreed to serve as our General Counsel, Vice Fmsahd Secretary. Pursuant to the agreement MneGwill receive an initial annual base
salary of $215,000 and he is eligible to receivénaentive bonus each fiscal year in an amountlequza0% of his annual base salary for s
year, with the payment of such bonus based on Mme€’s achievement of annual performance objectiveabdished by the Board at the
beginning of each fiscal year.

In September 2007, we and Alphatec Spine entetechimemployment agreement with Kermit P. Stottspant to which Mr. Stott
agreed to serve as our Vice President, Operatitursuant to the agreement Mr. Stott will receivéndial annual base salary of $210,000
he is eligible to receive an incentive bonus e&taf year in an amount equal to 50% of his anbaak salary for such year, with the payn
of such bonus based on Mr. StetHchievement of annual performance objectivebksited by the Board at the beginning of each figear.
Pursuant to the agreement, we granted Mr. Sto®0B0shares of our restricted common stock. Theicesd stock vests annually in four eq
tranches beginning on the first anniversary ofgremt date. In addition, all of the restricted coomstock shall become fully vested upon a
change of control.

In February 2008, we and Alphatec Spine entereddntemployment agreement with Jens Peter Timnsuguat to which Mr. Timm
agreed to serve as our Vice President, Researcbevelopment. Pursuant to the agreement Mr. Timhhregeive an initial annual base
salary of $225,000 and he is eligible to receivénaentive bonus each fiscal year in an amountlequza0% of his annual base salary for s
year, with the payment of such bonus based on WinT's achievement of annual performance objectivesblished by the Board at the
beginning of each fiscal year. The agreement aiseighes for reimbursement of reasonable expensesried or paid by Mr. Timm in
connection with his relocation to Carlsbad, CA.d2ant to the agreement, we granted options to paechp to 75,000 shares of our common
stock at an exercise price equal to the fair marikte on the grant date. The options will vestuatly in four equal tranches beginning on
first anniversary of the grant date. Pursuant éoAgreement we have also agreed to issue optigmsrtatnase an additional 50,000 shares of
our common stock upon the satisfaction of certaimditions. In addition, all of the options shalcbene fully vested upon a change of cont
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In February 2008, we and Alphatec Spine entereddantemployment agreement with Mitsuo Asai, purst@which Mr. Asai agreed-
serve as the President of Alphatec Spine’s subsgidddphatec Pacific, Inc., or Alphatec Pacific.&fhgreement has a term of two years.
Pursuant to the agreement Mr. Asai will receivéndtial annual base salary of 26,000,000 yen anis ledigible to receive an incentive bonus
each fiscal year in an amount equal to 35% of hisial base salary for such year, with the paymestich bonus based on Mr. Asai’s
achievement of annual performance objectives astaul by the Board at the beginning of each figear. Pursuant to the agreement, we
granted options to purchase up to 75,000 sharesrafommon stock at an exercise price equal tdatinenarket value on the grant date. The
options will vest annually in four equal tranchegimning on the first anniversary of the grant dR@rsuant to the Agreement we have also
agreed to issue options to purchase an additidn@b6é shares of our common stock upon the satisfaof certain conditions. In addition, all
of the options shall become fully vested upon angeeaof control. Pursuant to the agreement we payp 4pd00,000 yen per year to provide
Mr. Asai with a furnished corporate apartment irk{f@ Japan. Mr. Asai also has a monthly travelvedioce of 70,000 yen, provided that s
amounts are used for travel between Tokyo, JapdiViinAsai’'s home in Osaka, Japan. We also reintbits Asai for an annual premium
associated with Mr. Asai’s purchase of a workmetsident compensation insurance policy.

In June 2008, we and Alphatec Spine entered inEngployment agreement with Peter C. Wulff, purstanthich Mr. Wulff agreed to
serve as our Chief Financial Officer, Vice Prestdmmd Treasurer. Pursuant to the agreement Mr.f\illfreceive an initial annual base
salary of $260,000 and he is eligible to receivénaentive bonus each fiscal year in an amountlequz0% of his annual base salary for s
year, with the payment of such bonus based on Miff's achievement of annual performance objectivesbdished by the Board at the
beginning of each fiscal year. Pursuant to theexgent, we granted Mr. Wulff options to purchaseaip50,000 shares of our common stock
at an exercise price equal to the fair market valu¢he grant date. The options will vest in 16adranches beginning on the date that is
three months after the grant date and every tharghm thereafter. In addition, all of the optiohalsbecome fully vested upon a change of
control.

Other than as described above, all option awaraistgd to our Named Executive Officers were graptgduant to our 2005 Stock Plan
and vest annually from the grant date in either fouive equal installments of 25% or 20%, respety. All option grants have a term of ten
years. All option grants that were issued prioD&cember 13, 2007 have an exercise price equiétoldsing price of our common stock
the day prior to the date of grant. All option gsathat were issued after December 13, 2007 haexextise price equal to the closing pric
our common stock on the date of grant. All unvesestricted share awards are subject to repurafigtsts within 12 months of termination,
and in certain instances vested restricted shaagdsmnare subject to repurchase within 12 monthesrafination.
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Outstanding Equity Awards At Fiscal Year-End

The following table sets forth information regamglioutstanding equity awards held by our Named Bkez®fficers as of

December 31, 2007.

Name

John H. Foste

Dirk Kuyper

Steven M. Yasbe
Steven M. Yasbe
Steven M. Yasbe
Steven M. Yasbe
Ebun S. Garner, Esq
Ebun S. Garner, Esq
Stephen Lubische
Stephen Lubische

Option Awards(1) Stock Awards(2)
Number of
Securities Number of Number of Market
Underlying Securities Unearned Value of
Unexerciset Underlying Option Option Shares or Units Shares or Units
Unexercised Exercise Expiration
Options (#) Options (#) That Have not That Have not
Exercisable Unexercisable Price Date Vested (#) Vested(3)
_ _ $ — _ _ $ _
— — — — 646,87! 3,260,25I
40C 1,60( 8.07 06/19/1¢ — —
2,14; 8,56¢ 4.7¢€ 02/20/1¢ — —
7,582 30,32¢ 3.21 11/08/1¢ — —
— 20,00( 3.9¢ 08/22/1" — —
1,78 7,14(C 4.7€ 04/01/1¢ 16,30¢ 82,19:
— 20,00( 3.9¢ 08/22/1°
— 7,16( 3.5¢ 01/10/1° — —
— 20,00( 3.9¢ 08/22/1" 26,11( 131,59

(1) All option awards granted prior to July 200%wannually from the grant date in five equal itistants of 20%. All option awards
granted from July 2007 forward, vest annually fritv@ grant date in four equal installments of 2584 option grants have a term of t

years.

(2) Allrestricted share awards granted prior tly 2007 vest annually from the grant date in figei@ installments of 20%. All restricted
share awards granted from July 2007 forward vestalty from the grant date in four equal installnseof 25% with the exception of

Mr. Kuyper’s restricted share award, which vestartgrly from the grant date over four years. Alvested restricted share awards are
subject to repurchase rights within 12 months phieation, and in certain instances vested restilishare awards are subject to
repurchase within 12 months of terminati

(3) Amount based on December 31, 2007 closing pri&5di4 per share of our common stock on the NasdialopgGMarket.

Option Exercises And Stock Vested
The following table sets forth information regamglioptions exercised and shares of common stockiracupon vesting by our Named
Executive Officers during the fiscal year ended &wgber 31, 2007.

Stock Awards
Number of Sharet

Value Realizec

Acquired On

Name Vesting(1) on Vesting(2)
John H. Foste — $ —

Dirk Kuyper 43,12¢ 151,36¢
Steven M. Yasbe — —

Ebun S. Garner, Esq 3,57( 13,95¢
Ebun S. Garner, Esq 1,78¢ 7,051
Stephen Lubische 7,14C 27,917
Stephen Lubische 1,42¢ 5,012
Steven Reineck 8,92¢ 38,11(

(1) Allrestricted share awards granted prior tly 2007 vest annually from the grant date in figai@ installments of 20%. All restricted
share awards granted from July 2007 forward vestalfy from the
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grant date in four equal installments of 25% with &xception of Mr. Kuyper's restricted share awahich vests quarterly from the
grant date over four years. All unvested restricieglre awards are subject to repurchase rightéwlithmonths of termination, and in
certain instances vested restricted share awaedsusject to repurchase within 12 months of tertiona

(2) The value realized on vesting is calculatedritiplying the number of shares that vested oraghy@licable vesting date times the
closing price of our common stock on the Nasdach&@ltvarket on the applicable vesting d:

Pension Benefits
We do not have any qualified or non-qualified defibenefit plans.

Nonqualified Deferred Compensation
We do not have any non-qualified defined contritmugdlans or other deferred compensation plans.

Potential Payments upon Termination or Change-in-Cnotrol
Termination of Employment and Change of Control Aangements

The employment agreements with certain of our NaBwstutive Officers provide certain benefits uploe termination of employment
without cause. Such benefits are described in ldstiow.

In the event that Mr. Kuyper is terminated withoatise, he is entitled to receive as severance ewafien his base salary for a period
of 12 months, a payment for any accrued but unuaedtion days, and payment of, or reimbursementtiercontinuation of his health and
dental insurance coverage pursuant to the Consetldamnibus Budget Reconciliation Act, or COBRA #12-month period following such
termination date, and a “gross up” related to axgs$ incurred in connection with such COBRA paymelmt the event that Mr. Kuyper’s
employment is terminated due to either his deatisability, we are required to pay Mr. Kuyper fis estate, as the case may be) an amount
equal to Mr. Kuyper’s target bonus for the fiscahyin which such termination occurred (with susfoant pro-rated based on the date of
termination). In addition, in the event of termioatdue to death or disability, any unvested stmgfons and restricted stock awards held by
Mr. Kuyper shall become fully vested and not subjedorfeiture or repurchase.

In the event that Mr. Yasbek is terminated withcaiise, he is entitled to receive as severance ewsafien his base salary for a period
of 12 months and a payment for any accrued butedhuacation days.

In the event that Mr. Lubischer is terminated withcause, he is entitled to receive as severano@easation his base salary for a
period of at least three, but not more than 12 mmntith such period being determined by us basenlo desired length of the period of
noncompetion, a payment for any accrued but unuaedtion days, and payment of, or reimbursementliercontinuation of his health and
dental insurance coverage pursuant to COBRA fop#h@d in which he is receiving severance, andrass up” related to any taxes incurred
in connection with such COBRA payments. During thise period, Mr. Lubischer shall be bound by dertebligations to not compete with
us.

In the event that Mr. Stott is terminated withoatise, he is entitled to receive as severance caapen his base salary for a period of
six months and a payment for any accrued but unuseation days, and payment of, or reimbursementtie continuation of his health and
dental insurance coverage pursuant to COBRA fop#rad in which he is receiving severance, angrass up” related to any taxes incurred
in connection with such COBRA payments.
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In the event that Mr. Timm is terminated withoutisa, he is entitled to receive as severance corapensis base salary for a period of
six months and a payment for any accrued but unuseation days, and payment of, or reimbursemantte continuation of his health and
dental insurance coverage pursuant to COBRA fop#rad in which he is receiving severance, angdrass up” related to any taxes incurred
in connection with such COBRA payments.

In the event that Mr. Garner is terminated withcaise, he is entitled to receive as severance awafen his base salary for a period
of nine months and a payment for any accrued buseth vacation days, and payment of, or reimbursefogrthe continuation of his health
and dental insurance coverage pursuant to COBR#héoperiod in which he is receiving severance,atgross up” related to any taxes
incurred in connection with such COBRA payments.

In the event that Mr. Asai is terminated withoutis@, he is entitled to receive as severance corafienshis base salary for a period of
12 months and a payment for any accrued but unuseation days, and payment of, or reimbursementtiercontinuation of his health and
dental insurance coverage for the period in whiglstreceiving severance.

In the event that Mr. Wulff is terminated withowtuse following the 9% day of his employment with us, he is entitled tceige as
severance compensation his base salary for a pefrinide months and a payment for any accrued bused vacation days, and payment of,
or reimbursement for, the continuation of his Healtd dental insurance coverage pursuant to COBR#E period in which he is receiving
severance, and a “gross up” related to any taxasred in connection with such COBRA payments.

Our Compensation Committee agreed to these sevep@ukages as part of the negotiations with eattese executive officers to
secure his services. Our Compensation Committemapg the severance packages based on their expeserving on boards of directors
and compensation committees of companies of aaimite and stage of development to us and thmitifaity with severance packages
offered to executive officers of such companiesdgibon this knowledge, experience and informatianbelieve that the respective sever:
periods and provision of medical and similar ber@fdgrams during such severance periods are kattonable and generally in line with
severance packages negotiated with executive défmiesimilarly situated companies.

Pursuant to our restricted stock agreements aio#t sfation agreements with our executive officenghie event of a change in control,
as defined in our 2005 Stock Plan, the vestingusdtanding restricted stock grants and stock omiwards held by these executive officers
will accelerate in connection with a change in colntvithout regard to whether the Named Execu@fficer terminates employment in
connection with or following the change in control.

Generally, a “change in control” shall occur on tlage that: (i) any one person, entity or groupu@eg ownership of capital stock of us,
together with our capital stock already held byrsperson, entity or group, constitutes more tha¥ 5@ the total fair market value or total
voting power of our capital stock; provided, howevkany one person, entity or group is considdredwn more than 50% of the total fair
market value or total voting power of our capitaick, the acquisition of additional capital stogkthe same person, entity or group shall not
be deemed to be a change of control; (i) a mgjafitmembers of the Board is replaced during arynbath period by directors whose
appointment or election is not endorsed by a migjofithe members of the Board prior to the datthefappointment or election; or (iii) any
one person, entity or group acquires (or has aedquluring the 12-month period ending on the daté@mmost recent acquisition by such
person, entity or group) assets from us that haesehgross fair market value at least equal &0 the total gross fair market value of al
the assets of us immediately prior to such acdaisitr acquisitions.
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Potential Pos-Employment Payments Table

The table below reflects amounts payable to the &thBExecutive Officers (i) assuming their employmeas terminated on
December 31, 2007 and (ii) assuming a change itralaccurred on December 31, 2007.

Termination
Without
Voluntary Involuntary— Cause Prior
Termination by For Cause
Termination Disability or to a Change Change of
Name Executive(1) (1) Death(1) in Control Control(2)
Dirk Kuyper $ — $ — $3,610,25 $ 377,70((3) $3,260,18!
Steven M. Yasbe — — — 225,00((4) 80,08:
Ebun S. Garner, Esq — — — 168,86:(5) 105,13¢
Stephen Lubische — — — 302,62{(6) 162,53«

(1) The only post-employment payments due to nagxedutive officers voluntarily terminated or ter@aied for cause would be accrued
earnings and accrued vacation through the ternoinatate. If Mr. Kuyper is terminated for cause ttudeath or disability, his annual
pro-rated target bonus of $350,000 would be pay@btes heirs, all unvested stock awards would idiately fully vest and the
company would waive its rights to repurchase anyested stock awards which totaled $3,260,250 basehbe closing stock price of
$5.04 as of December 31, 201

(2) The intrinsic value of the unvested stock aptmd restricted stock awards as of December 37, #tat would have been accelerated
had a change in control occurred on that dateutzkd by multiplying the number of underlying ustexl shares by the closing price of
our stock on December 31, 2007 ($5.04 per shab)iarthe case of stock options, by then subtrgdtie applicable option exercise
price.

(3) Mr. Kuyper's post-employment compensation waetdsist of () 12 months salary totaling $350,08%able monthly, (b) healthcare
related benefits of $13,190 and (c) tax gross uplsealthcare related benefits of $14,F

(4) Mr. Yasbel's pos-employment compensation would consist of 12 moséhary totaling $225,000 payable-weekly.

(5) Mr. Garner's posemployment compensation would consist of (a) nimatims salary totaling $161,250, (b) healthcareedldenefits o
$3,624 and (c) tax gross ups on healthcare relsedfits of $3,987

(6) Mr. Lubischer’s post-employment compensationuldaonsist of (a) 12 months salary totaling $2@8,qb) healthcare related benefits
of $13,156 and (c) tagross ups on healthcare related benefits of $14

Actual Pos-Employment Payments Table

The table below reflects actual amounts payabthédormer Named Executive Officers terminated aithcause prior to December 31,
2007.

Termination Without

Cause Priorto a

Name Change in Control
M. Ross Simmonds(? $ 350,03:
Steven Reinecke(: 265,71

(1) Mr. Simmonds’ post-employment compensation tia®f (a) 12 months salary totaling $315,000 péyhi-weekly, (b) healthcare
related benefits of $15,761 payable in a lump sarteamination, (c) tax gross ups on healthcardedlbenefits of $8,770 payable in a
lump sum on termination and (d) additional seveegmeid in connection with the execution of a redeais$10,500

(2) Mr. Reniecke’s post-employment compensatiorsigts of () 12 months salary totaling $235,000ap&y bi-weekly, (b) healthcare
related benefits of $17,585 payable monthly andax)gross ups on healthcare related benefits 8f182 payable monthl
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Director Compensation
The following table shows the total compensatiomed or paid during the fiscal year ended Decer3fieP007 to each of our directc

Fees Earned o Option

Stock Awards All Other

Name Paid in Cash Awards(1) (€)) Compensatior Total
Mortimer Berkowitz 111(2) $ — $ — $ — $ — $ —
John H. Foster(z — — — — —
James R. Glyn 24,00( — 7,05((3) — 31,05(
Stephen H. Hochschuler, M.D.( — 191,94° 75,67¢ 281,25((5) 548,87
R. lan Molsor 15,00( 143,96( 1,43%(6) — 160,39:
Stephen E. ' Neil 15,00( 143,96( 1,43%(6) — 160,39.
Richard Ravitct 14,00( — 4,881(3) — 18,88

(1) Amounts in these columns reflect the dollar ants that were recognized in the fiscal year efidiecember 31, 2007 for financial
statement reporting purposed under SFAS 123(R) meitpect to stock and option awards granted talivectors in and prior to the
fiscal year ended December 31, 20

(2) Mr. Foster and Mr. Berkowitz do not have any staglards or options outstanding as of December 317 ..
(3) Mr. Glynn and Mr. Ravitch have n-qualified stock option grants of 15,000 unvestesteh outstanding as of December 31, 2

(4) Dr. Hochschuler has a stock award of 42,84@ated shares and a stock option grant of 160,008sted shares outstanding as of
December 31, 200°

(5) The compensation in this column includes consultiégg of $281,250 paid to Dr. Hochschu
(6) Mr. Molson and Mr. ¢ Neil have no-qualified stock option grants of 7,500 unvestedahautstanding as of December 31, 2(

As of April 25, 2007, the Board approved the foliogrcompensation program for our independent dirsdh which (i) upon election
the Board, each independent director (excludingsvedolson and O’Neil) shall be granted nonquadifoptions to purchase 15,000 shares
of our common stock; (ii) on the first business @@jowing the annual meeting each year, each ieddpnt director that has served on the
Board for at least six months prior to such datdldie granted nonqualified options to purchas@d ghares of our common stock; (iii) upon
election to the Board, each independent directaleling Messrs. Molson and O’Neil) shall receiveash payment of $10,000; (iv) each
independent director (including Messrs. Molson @nideil) shall receive a cash payment of $2,000rpeeting for attendance in person at
Board meetings (and committee meetings); (vi) @adbpendent director (including Messrs. Molson @&eil) shall receive a cash payment
of $1,000 per meeting for attendance at telephBoerd meetings (and committee meetings); and ¢ach independent director (including
Messrs. Molson and O’Neil) shall receive an ani§iifl,000 cash payment for serving as Chairman afadcommittee (provided that such
person was in attendance as Chairman for at ivasthirds of the meetings of such committee). Thequalified options vest over a three-
year period, and become vested immediately updraage in control or a sale of substantially albof assets. Each of our director:
reimbursed for expenses incurred in connection afitbndance at the meetings of our Board and cdewsiof the Board.

In May 2007, Mr. Glynn received a non-qualifiedadtmption grant of 15,000 shares of our commonkstt@n exercise price of $3.51
per share upon his appointment to our Board. Thiempests annually over a thrgear period, becomes vested immediately upon agehia
control or a sale of substantially all of our ass@td expires in ten years.
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In July 2007, Mr. Ravitch received a non-qualifedck option grant of 15,000 shares of our comniocksat an exercise price of $3.68

per share upon his appointment to our Board. Thiempests annually over a thrgear period, becomes vested immediately upon agehia
control or a sale of substantially all of our ass@td expires in ten years.

In August 2007, Mr. Molson and Mr. O’Neil each re@sl a non-qualified stock option grant of 7,50@rgs of our common stock at an
exercise of $3.93 per share as consideration &r $iervice on our Board. The options vest ovérred-year period, and become vested
immediately upon a change in control or a salaubEtantially all of our assets and expires in teary.

Equity Compensation Plan Information

The following table provides certain aggregate iinfation with respect to all of our equity compeimaplans in effect as of December
31, 2007:

Number of Securities
Remaining Available

for Future Issuance

Number of Securities Weighted Average Under Equity
Compensation Plan
to be Issued Upon Exercise Price of (excluding securities
Exercise of Outstanding reflected in first
Plan Category Outstanding Options Options column)
Equity Compensation Plan Approved k
Securityholders(1 1,211,50/(2) $ 3.7¢ 3,148,36!
Equity Compensation Plans not Appro
by Securityholder. — — —
Total 1,211,50(2) $ 3.7¢ 3,148,36!

(1) This plan consists of olAmended and Restated 2005 Employee, Director am$@tant Stock Plar
(2) This number excludes 1,252,159 shares of restrittmtk awards issued and unvested as of Decemp20GT.
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COMPENSATION COMMITTEE REPORT

The compensation committee of the Board has revdeamel discussed the Compensation Discussion aniggseor CD&A, required
by Item 402(b) of Regulation &; which appears elsewhere in this Annual Repoaith wsur management. Based on this review and déson;
the compensation committee has recommended todhslBhat the CD&A be included in our Annual Report

MEMBERS OF THE COMPENSATION COMMITTEE:

Stephen E. O’Neil (Chairman)
R. lan Molson

REPORT OF AUDIT COMMITTEE FOR THE YEAR ENDED DECEMB ER 31, 2007

The Audit Committee of the Board, which consistsrely of directors who meet the independence aquéBence requirements of the
rules promulgated by the Securities and Exchangerflission and the Nasdaqg Stock Market has furnisiedollowing report:

The Audit Committee assists the Board in overseaimdymonitoring the integrity of our financial reping process, compliance with
legal and regulatory requirements and the quafiipternal and external audit processes. This cdtaris role and responsibilities are set
forth in its charter adopted by the Board, whichvailable on our website atvw.al phatecspine.com. This committee reviews and reassesses
its charter annually and recommends any changietBoard for approval. The Audit Committee is @sgible for overseeing our overall
financial reporting process, and for the appointmeosmpensation, retention, and oversight of thekvad Ernst & Young, LLP. In fulfilling
its responsibilities for the financial statemernisfiscal year ended December 31, 2007, the Audih@ittee took the following actions:

. Reviewed and discussed the audited financial st&sor the fiscal year ended December 31, 2087 nvanagement and
Ernst & Young, LLP, our independent auditc

. Discussed with Ernst & Young, LLP the matters reggito be discussed by Statement on Auditing Stalsddo. 61, as amended,
as adopted by the Public Company Accounting Ovbetéigard in Rule 3200T, relating to the conducthaf audit; anc

. Received written disclosures and the letter fromsE& Young, LLP regarding its independence as iredwby Independence
Standards Board Standard No. 1, as adopted byuthlee”Zompany Accounting Oversight Board in Rul®38. The Audit
Committee further discussed with Ernst & Young, Liheir independence. The Audit Committee also aw®reid the status of
pending litigation, taxation matters and other arafoversight relating to the financial reportingd audit process that the
committee determined appropria

Based on the Audit Committee’s review of the autifirancial statements and discussions with managéand Ernst & Young, LLP,
the Audit Committee recommended to the Board tmaudited financial statements be included infourual Report on Form 10-K for the
fiscal year ended December 31, 2007 for filing with Securities and Exchange Commission.

MEMBERS OF THE AUDIT COMMITTEE:

James R. Glynn (Chairman)
R. lan Molson
Stephen E. O’Neil

30



Table of Contents

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Our records reflect that all reports which wereuiegd to be filed pursuant to Section 16(a) ofEHxehange Act were filed on a timely
basis, except that four initial reports of ownepshvere filed late by each of Messrs. Kuyper, S®#vitch and Glynn and 11 reports in the
aggregate were filed late by each of the followikigssrs. Kuyper, Glynn, Ravitch, Garner, Berkowitzl Foster.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Financial Advisory Service, Rental and Other Paymets and Agreements

Our Board has agreed to reimburse Foster Manage@wmnpany, which is owned by Mr. Foster, $4,000fpght hour for the use of its
aircraft when Mr. Foster or Mr. Berkowitz travets our business purposes. Based upon a compaditizdysis of comparable leased aircraft,
our Board determined that this hourly reimbursemat# is at or below market rates for the chartesirailar aircrafts. We reimbursed Foster
Management Company approximately $0.4 million fexel in 2007.

In connection with our September 2007 public offgrof 10,000,000 shares of common stock we sol820D0 shares of common
stock to HealthpointCapital Partners I, LP, arnliate of HealthpointCapital Partners, LP, our ksgstockholder, at a price $3.45 per share,
for total gross proceeds to us of $9.5 million.

In August 2005, Alphatec Spine entered into a sfpaichase agreement with Roy Yoshimi, AlphatecfiRagiChairman, President and
Chief Executive Officer from 2005 until October ZQ@ursuant to which Alphatec Spine had an obligeto repurchase the shares of
Alphatec Pacific owned by Mr. Yoshimi upon certaonditions, or upon the election of Mr. Yoshimigaty time following the first
anniversary of our initial public offering. Mr. Ybini exercised this right on June 2, 2007 and coarB of Directors elected to pay the
purchase price of $2.9 million for such AlphateciRashares in the form of 804,874 shares of mmmon stock in accordance with the
stock purchase agreement governing such transaction

In 2005, we and Alphatec Spine entered into aneageat with Dr. Stephen H. Hochschuler, who beconeedd our directors in Octob
2006, pursuant to which Dr. Hochschuler agreectvesas the Chairman of our Scientific Advisory BRb@ursuant to the agreement we pay
Dr. Hochschuler for attending Scientific Advisorp&d meetings and he received equity compensatioarninection with the agreement. In
October 2006, we and Alphatec Spine entered iif@orssulting Agreement with Dr. Hochschuler. Pursuarthe terms of the agreement, we
agreed to appoint Dr. Hochschuler to our and Alpb&pine’s Board of Directors until the next anmaakting of each of its stockholders or
until his successor is duly appointed and qualiflagrsuant to the agreement, Dr. Hochschuler isimed| to provide advisory services to us
related to the spinal implant industry and our aesle and development strategies. The agreemerat thase-year term. In return for such
advisory services, we are obligated to pay Dr. lobhler cash and equity compensation. In 2007,aiggn aggregate of $281,250 to
Dr. Hochschuler pursuant to these agreements.

Related Party Transaction Policies

Our officers, directors and affiliates will be réiqd to obtain Audit Committee approval for any posed related party transactions. In
addition, our code of conduct requires that eaobctidr, officer and employee must do everythinghshe reasonably can to avoid conflicts
of interest or the appearance of conflicts of ies&rThe code of conduct states that a confliottefest exists when an individual's private
interest interferes in any way with our interestd aets forth a list of broad categories of theesypf transactions that must be reported to our
compliance officer. Under the code of conduct, e&erve the right to determine when an actual arpiat conflict of interest exists and then
to take any action we deem appropriate to preventonflict of interest from occurring.
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PROPOSALS TO BE VOTED UPON BY STOCKHOLDERS
ELECTION OF DIRECTORS
(Notice Item 1)

The Board of Directors nominated Mortimer Berkowltz John H. Foster, R. lan Molson, Stephen E. &iINStephen H. Hochschuler,
M.D., James R. Glynn, Richard Ravitch, Rohit M. Bieend Dirk Kuyper for election at the Annual Meetifor a term of one year until the
next annual meeting of stockholders and until thespective successors have been duly electedustifief, or until their earlier death or
resignation.

Unless authority to vote for any of these nomineesithheld, the shares represented by the enclosed will be voted=OR the
election as directors of Mortimer Berkowitz Ill,hiloH. Foster, R. lan Molson, Stephen E. O’Neil ptn H. Hochschuler, M.D., James R.
Glynn, Richard Ravitch, Rohit M. Desai and Dirk Kxgy. In the event that either nominee becomes er@blinwilling to serve, the shares
represented by the enclosed proxy will be votedtferelection of such other person as the Boafiraictors may recommend in his place.
We have no reason to believe that any nomineebeilinable or unwilling to serve as a director.

A plurality of the shares voted affirmatively orgatively at the Annual Meeting is required to eleath nominee as a director.

The board of directors recommends the election of Brtimer Berkowitz 1ll, John H. Foster, R. lan Molson, Stephen E. O'Neil,
Stephen H. Hochschuler, M.D., James R. Glynn, Ricld Ravitch, Rohit M. Desai and Dirk Kuyper as diredors, and proxies solicited
by the board of directors will be voted in favor thereof unless a stockholder has indicated otherwis the proxy by lining through or
otherwise striking out the name of any nominee.
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ADOPTION OF 2007 EMPLOYEE STOCK PURCHASE PLAN
(Notice Item 2)

On September 12, 2007 our board of directors adoptebject to approval of our stockholders, thehalec Holdings, Inc. 2007
Employee Stock Purchase Plan, or the Stock Purdblase The Stock Purchase Plan provides eligibleleyees with an opportunity to
purchase shares of our common stock through regalaoll deductions.

The following description is qualified in its ergty by reference to the text of the Stock Purclidae which is attached to this proxy
statement as Appendix B.

Purpose

The purpose of the Stock Purchase Plan is to ereaipdoyees to acquire or increase their ownerstgrésts in our company on a basis
that will encourage them to perform at increasigls of effectiveness and to use their best afforpromote the growth and profitability of
our company.

Administration, Eligibility and Awards Under the Pl an

The Stock Purchase Plan is currently administeyeithd Compensation Committee of our board of diectThe Compensation
Committee has full discretionary authority to et the Stock Purchase Plan, to issue rules fmirastering the Stock Purchase Plan, to
change, alter, amend or rescind such rules, anthte all other determinations necessary or apmtpfor the administration of the Stock
Purchase Plan.

Our employees (including officers) that have workadus for at least six months prior to the begigrof an offering period are eligib
to participate in the Stock Purchase Plan. Eligibdeases upon termination of employment. Curyerbproximately 220 employees are
eligible to participate in the Stock Purchase Plan.

Shares Subject to the Plan

The maximum number of shares of our common stodkiwimay be purchased by eligible employees undetthck Purchase Plan is
350,000 (subject to adjustment by the Compens&mmnmittee). Shares purchased by participating epegl® will be issued and authorized.
To date 13,706 shares have been issued pursutmg 8iock Purchase Plan. In the event that thekStaochase Plan is not approved by the
shareholders, such shares will be forfeited tonasvae will repay the purchasers their respectivelpase price. Starting with the purchase
period that began in May 2008, all shares purchssétk Stock Purchase Plan are subject to a oaelyekup during which time the shares
cannot be sold or transferred. The resale of theestissued pursuant to the Stock Purchase Plaregiatered under the Securities Act on a
registration statement on Form S-8 filed with ti#&CSon November 7, 2007.

Method and Price of Purchase

Each eligible employee may elect to have a specémount, not to be more than 20% of base salamages, deducted from each
regular paycheck, but no eligible employee may Ipase shares with an aggregate fair market valtiedime of purchase in excess of
$25,000 in any calendar year. The aggregate amdediscted during any “Offering Period” (each OffigriPeriod being a six-month period
that begins on each of May T&nd November 18in a given year) will be used to purchase sharetheast business day of such Offering
Period or as soon thereafter as practicable (thectiase Date”). Eligible employees cannot purclhases than 2,750 shares in any one
Offering Period. The Purchase Price for each sparehased will be the closing price of the commimelson the Purchase Date, less 15% of
such price. Eligible employees are not entitlegucchase more than 2,750 shares of common stamhyimne Offering Period.

Amendment and Termination

Unless earlier terminated, the Stock Purchase Wilhoontinue in effect until November 7, 2017. TBempensation committee may
amend the Stock Purchase Plan in any respect ettaptvithout the approval of
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our stockholders, no amendment may (a) changegiinegate number of shares that may be sold pursmaights under the Stock Purchase
Plan (other than as allowable pursuant to the P{Ahchange the corporations or classes of cotippmmwhose employees may be granted
rights under the Stock Purchase Plan; or (c) ch#mg&tock Purchase Plan in any manner that wauldecthe Stock Purchase Plan to no
longer be an “employee stock purchase plan” withexmeaning of the Internal Revenue Code.

Other Information

Because participation in the Stock Purchase Plantisely within the discretion of the eligible etopees, a new plan benefits table, as
described in the federal proxy rules, is not predidBecause the Company cannot predict the paaticiplevels by employees, the rate of
employee contributions or the eventual purchaseeprnder the Stock Purchase Plan, it is not p@ssibdietermine the value of benefits that
may be obtained by executive officers and otherley@es under the Stock Purchase Plan.

The board of directors recommends a vote FOR the gpoval of the adoption of the Alphatec Holdings, Irc. 2007 Employee Stoc
Purchase Plan, and proxies solicited by the boardf alirectors will be voted in favor of such approvalunless a stockholder indicates
otherwise on the proxy.
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INDEPENDENT PUBLIC ACCOUNTANTS
(Notice Item 3)

The Audit Committee has appointed Ernst & YoungPl.independent public accountants, to audit oaniifal statements for the fiscal
year ending December 31, 2008. The Board of Dirsgtooposes that the stockholders ratify this appoént. Ernst & Young, LLP audite
our financial statements for the fiscal year enBedember 31, 2007. We expect that representativEmst & Young, LLP will be present at
the meeting, will be able to make a statementaftho desire, and will be available to respondofarapriate questions.

The following table presents fees for professi@nalit services rendered by Ernst & Young, LLP far &udit of the Company’s annual
financial statements for the years ended Decembe2®7, and December 31, 2006, and fees billedtfeer services rendered by Ernst &
Young, LLP during those periods.

Fiscal Year Fiscal Year
2007 2006
Audit fees(1) $958,94° $1,334,98
Audit related fees(2 41,03: 203,83
Tax fees — 8,10(
Total $999,97¢  $1,546,92

(1) Audit Fees represent professional servicesigealvin connection with the audit of our financshtements, review of our quarterly
financial statements, and audit services in conmeetith other regulatory filings. These fees ir#u$88,409 in connection with our
secondary offering completed in September 2007884d,225 incurred in 2006 in connection with oublguoffering completed in
June 2006

(2) Audit Related Fees consist of fee billed initigicated year for assurance and related serthegsare reasonably related to the
performance of the audit or review of financiatstaents, but not listed “Audit Fee¢”

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Audlbrs

Consistent with Securities and Exchange Commissipalicies regarding auditor independence, the \0dmmittee has responsibility
for appointing, setting compensation and oversetiagvork of the independent auditor. In recognitid this responsibility, the Audit
Committee has established a policy to pre-apprthaudit and permissible non-audit services proditg the independent auditor.

Prior to engagement of the independent auditotifemext year’s audit, management will submit agregate of services expected to be
rendered during that year for each of four categpooiff services to the Audit Committee for approval.

1. Audit services include audit work performed in the prapian of financial statements, as well as work tieaterally only the
independent auditor can reasonably be expectetide, including comfort letters, statutory audaad attest services and consultation
regarding financial accounting and/or reportingidtds.

2. Audit-Relatedservices are for assurance and related servicearé#raditionally performed by the independertitmu, including due
diligence related to mergers and acquisitions, eyg# benefit plan audits, and special proceduigsnes to meet certain regulatory
requirements.

3. Tax services include all services performed by the predelent auditor’s tax personnel except those s=s\dpecifically related to the
audit of the financial statements, and includes faghe areas of tax compliance, tax planning,tarddvice.

35



Table of Contents

4. Other Feesare those associated with services not capturtteinther categories. We generally do not request services from the
independent auditor.

Prior to engagement, the Audit Committee pre-apgsdtiese services by category of service. ThedieeBudgeted and the Audit
Committee requires the independent auditor and geanant to report actual fees versus the budgetdieslly throughout the year by
category of service. During the year, circumstamayg arise when it may become necessary to engagaedependent auditor for additional
services not contemplated in the original pre-apgirdn those instances, the Audit Committee rezgigpecific pre-approval before engaging
the independent auditor. The Audit Committee mdgghete pre-approval authority to one or more ofritsmbers. The member to whom such
authority is delegated must report, for informagibpurposes only, any pre-approval decisions tcAtigit Committee at its next scheduled
meeting.

In the event the stockholders do not ratify thecapiment of Ernst & Young, LLP as our independembl accountants, the Audit
Committee will reconsider its appointment.

The affirmative vote of a majority of the sharesgent or represented and entitled to vote at tmAlnMeeting is required to ratify the
appointment of the independent public accountants.

The board of directors recommends a vote to ratifghe appointment of Ernst & Young, LLP as independehpublic accountants,
and proxies solicited by the board of directors wilbe voted in favor of such ratification unless atsckholder indicates otherwise on the

proxy.
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CODE OF CONDUCT

We have adopted a code of conduct that appliel td @ur employees, including our Chief Executi®icer and Chief Financial
Officer. The text of the code of conduct is postedour website atmww.alphatecspine.com and is available to stockholders without charge,
upon request, in writing to our General Counsel &adretary, Ebun S. Garner, Esq., c/o Alphatecidg#] Inc., at 5818 El Camino Real,
Carlsbad, CA 92008. Disclosure regarding any amemdsto, or waivers from, provisions of the codeafduct that apply to our directors,
principal executive and financial officers will becluded in a Current Report on Form 8-K within fdusiness days following the date of the
amendment or waiver, unless website posting of smebndments or waivers is then permitted by thesraf The Nasdaq Stock Market.

OTHER MATTERS

The Board of Directors knows of no other businéss will be presented to the Annual Meeting. If alyer business is properly brou
before the Annual Meeting, proxies in the encldeech will be voted in accordance with the judgmehthe persons voting the proxies.

STOCKHOLDER PROPOSALS AND NOMINATIONS FOR DIRECTOR

To be considered for inclusion in the proxy statetmelating to our 2009 Annual Meeting of Stockhestsl stockholder proposals must
be received no later than March 3, 2009, whicl2& days prior to the date that is one year from ylears mailing date of July 1, 2008. To
considered for inclusion in the proxy statemerdtiefy to our Annual Meeting of Stockholders to leédhin 2009, stockholder proposals must
be received no later than 45 or more than 75 degs fo the first anniversary of the date on whied first mailed our proxy materials for this
yea’s Annual Meeting. Proposals received after thae déll not be voted on at the Annual Meeting. fir@posal is received before that date,
the proxies that management solicits for the mgetiay still exercise discretionary voting authootythe proposal under circumstances
consistent with the proxy rules of the SEC. Allckioolder proposals should be marked for the attardf Secretary, Alphatec Holdings, Inc.,
5818 EI Camino Real, Carlsbad, CA 92008.

Carlsbad, CA
June 29, 2008

Our Annual Report on Form 10-K for the fiscal yearended December 31, 2007, as amended, (other thamidits thereto) filed
with the SEC, which provides additional informationabout us, is available on the Internet atvww.alphatecspine.corand is available ir
paper form to beneficial owners of our common stockvithout charge upon written request to Peter C. Wiff, Chief Financial Officer,
Vice President and Treasurer, Alphatec Holdings, In., 5818 El Camino Real, Carlsbad, CA 92008.
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APPENDIX A

ALPHATEC HOLDINGS, INC.
5818 EL CAMINO REAL
CARLSBAD, CA 92008

PROXY FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JULY 30, 2008

The undersigned, revoking any previous proxiedirgjdo these shares, hereby acknowledges reckipedotice and Proxy Stateme
dated July 1, 2008, in connection with the Annua&leting to be held at the offices of Healthpoint@a@?artners, LP, which are located at
Park Avenue, 12th Floor, New York, NY 10022, at®m., Eastern Standard Time, on Wednesday, IJI2@®8, and hereby appoints El
S. Garner, Esq. (with full power to act alone)ttesattorney and proxy of the undersigned, with @oef substitution, to vote all shares of the
Common Stock of Alphatec Holdings, Inc. registerethe name provided herein, which the undersigaeshtitled to vote at the 2008 Anni
Meeting of Stockholders, and at any adjournmerdeethf, with all the powers the undersigned wouldehiipersonally present. Without
limiting the general authorization hereby givendgaoxy is instructed to vote or act as followstha proposals set forth in this Proxy.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTEINITHE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
STOCKHOLDER. IF THIS PROXY IS SIGNED AND RETURNED MHOUT SPECIFIC DIRECTION, THIS PROXY WILL BE VOTED
FORPROPOSALS 1, 2 AND 3.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSALS 1, 2 AND 3.

PROPOSAL 1  Election of the following nominees as directorgted Company to serve until the next annual meeatfregockholders and
until their respective successors have been electédjualified, or until their earlier death, remtjon or removal

Nominees: John H. Foster, Mortimer Berkowitz IlIl,IBn Molson, Stephen E.’Neil, Stephen H. Hochschuler, M.D.,
James R. Glynn, Richard Ravitch, Rohit M. Desai Biréd Kuyper.

O FOR ALL NOMINEES
O WITHHELD FOR ALL NOMINEES
O FOR ALL NOMINEES, except vote withheld fromthe following nominee(s) (please list below):

PROPOSAL : Approval of the adoption of the Alphatec Holdings;. 2007 Employee Stock Purchase P
FOR[ ] AGAINST[ ] ABSTAIN[ ]

PROPOSAL 3  Ratification of the selection of Ernst & Young, LL#® serve as the Company’s independent regisgmiblic accounting
firm for the fiscal year ending December 31, 2(

FOR[ ] AGAINST[ ] ABSTAIN[ ]
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In their discretion, the proxies are authorizegtdte upon such other matters as may properly cafardthe meeting or any
adjournments thereof. If you wish to vote in aceorce with the recommendations of the board of threcjust sign below. You need not
mark any boxes.

Please sign below. When signing as attorney onasxacutor, administrator, trustee or guardiamaggegive full title as such. If a
corporation, please sign in full corporate nameabyuthorized official. If a partnership, pleaggmsgn partnership name by authorized person.

Date:

Signature

KINDLY SIGN, DATE AND RETURN THIS PROXY PROMPTLY UBG THE ENCLOSED ENVELOPE IF YOU ARE NOT
PLANNING TO ATTEND THE ANNUAL MEETING. IF YOU DO ATTEND AND WISH TO VOTE PERSONALLY, YOU MAY
REVOKE YOUR PROXY AT ANY TIME BEFORE IT IS EXERCISE
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APPENDIX B
ALPHATEC HOLDINGS, INC.
2007 EMPLOYEE STOCK PURCHASE PLAN
ARTICLE |
PURPOSE
The purposes of this Alphatec Holdings, Inc. 2007poyee Stock Purchase Plan (thelan ) are to assist Eligible Employees of
Alphatec Holdings, Inc., a Delaware corporatiore (ttCompany”) and its Subsidiaries in acquiring a stock ownergtiigrest in the Compa

pursuant to a plan which is intended to qualifaasemployee stock purchase plan” within the meguoihSection 423(b) of the Code, and to

help Eligible Employees provide for their futureeggty and to encourage them to remain in the eymént of the Company and its
Subsidiaries.

ARTICLE Il
DEFINITIONS AND CONSTRUCTION

Wherever the following terms are used in the Pteay shall have the meanings specified below, urtessontext clearly indicates
otherwise. The singular pronoun shall include thegb where the context so indicates.

2.1 “ Administrator” means the entity that conducts the general adination of the Plan as provided herein. The terdrhinistrator
" shall refer to the Committee unless the Boarddsssimed the authority for administration of thenRienerally as provided in Article 3.

2.2 “Board” shall mean the Board of Directors of the Company.

2.3 “ Code” shall mean the Internal Revenue Code of 198@nasnded from time to time, and the regulationseidghereunder.
2.4 * Committe€’ means the committee of the Board described inchkeS.

2.5 “ Company” shall mean Alphatec Holdings, Inc., a Delawargpooation.

2.6 “Compensatiori of an Eligible Employee shall mean the gross basapensation received by such Eligible Employee as
compensation for services to the Company or anygbated Subsidiary, including sales commissionselxatuding overtime payments,
incentive compensation, bonuses, expense reimbergsniringe benefits and other special payments.

2.7 “ Designated Subsidiary shall mean any Subsidiary designated by the Adstrattor in accordance with Section 3.3(ii).

2.8 “Eligible Employe€’ shall mean an Employee of the Company or a DedeghSubsidiary: (i) who does not, immediately rediy
rights under this Plan are granted, own (directlthoough attribution) stock possessing 5% or nodréhe total combined voting power or
value of all classes of Stock or other stock of@lmenpany, a Parent or a Subsidiary (as determinddrnSection 423(b)(3) of the Code);
(i) whose customary employment is for more thaarity hours per week; and (iii) whose customary egmpknt is for more than five mont
in any calendar yeaprovided , however , that the Administrator may provide in an Offeringcument that (xX) Employees who are highly
compensated employees within the meaning of Sedfi3(b)(4)(D) of the Code, and/or (y) Employees vhve not met a service
requirement designated by
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the Administrator pursuant to Section 423(b)(4)¢Ajhe Code (which service requirement may not egtdevo years), shall not be eligible to
participate in an Offering Period. For purposeslaftise (i) above, the rules of Section 424(d) efG@lode with regard to the attribution of
stock ownership shall apply in determining the ktownership of an individual, and stock which anfimyee may purchase under
outstanding options shall be treated as stock ovagetie Employee. For purposes of the Plan, thd@mpent relationship shall be treated as
continuing intact while the individual is on sickalve or other leave of absence approved by the @oynur a Designated Subsidiary and
meeting the requirements of Treasury Regulationi@ed.421-7(h)(2).

2.9 “Employe€’ means any officer or other employee (as defimeddcordance with Section 3401(c) of the Codehef@ompany or
any Designated Subsidiary.

2.10 “Enrollment Date” shall mean the first day of each Offering Period.
2.11 “Exchange Act’ shall mean the Securities Exchange Act of 193%4mended from time to time.

2.12 “Fair Market Value” means, as of any given date, the fair marketevalua share of Stock on the date determined by suc
methods or procedures as may be established froentt time by the Administrator. Unless otherwistedmined by the Administrator, the
Fair Market Value of a share of Stock as of anygidate shall be (a) if Stock is traded on anybdisteed stock exchange, the closing price of
a share of Stock as reported in Wall Sreet Journal (or such other source as the Administrator may destiable for such purposes) for st
date, or if no sale occurred on such date, thetfigling day immediately prior to such date dunivigch a sale occurred; or (b) if Stock is not
traded on an exchange but is quoted on a natioagdehor other quotation system, the last salezpmn such date, or if no sales occurred on
such date, then on the date immediately prior th slate on which sales price are reported.

2.13 " Offering Document” shall have the meaning given to such term in i8ad.1.

2.14 “Offering Period” shall mean each Offering Period designated byAttiministrator in the applicable Offering Documeuirsuant
to Section 5.1.

2.15 “Parent” means any corporation, other than the Companyy iméroken chain of corporations ending with then@any if, at the
time of the determination, each of the corporatiother than the Company owns stock possessing 30#@@ of the total combined voting
power of all classes of stock in one of the otleporations in such chain.

2.16 “Participant” means any Eligible Employee who has executedrécgaation agreement and been granted rights tohase Stock
pursuant to the Plan.

2.17 “Plan " shall mean this Alphatec Holdings, Inc. 2007 Eayge Stock Purchase Plan, as it may be amendedifrao time.
2.18 “Purchase Daté shall mean the last Trading Day of each Offerfitegiod.

2.19 “Purchase Price’ shall mean the purchase price designated by tmiAistrator in the applicable Offering Documenti{gh
purchase price shall not be less than 85% of tiveMrket Value of a share of Stock on the PurcHaate);provided , however , that, in the
event no purchase price is designated by the Adinéttor in the applicable Offering Document, thechase price for the Offering Periods
covered by such Offering Document shall be 85%heffair Market Value of a share of Stock on thecRase Date)provided , further , that
the Purchase Price may be adjusted by the Admadstpursuant to Article Qrovided , further , that the Purchase Price shall not be less thar
the par value of a share of Stock.

2.20 “Securities Act’ shall mean the Securities Act of 1933, as amerid®d time to time.
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2.21 “ Stock” means the common stock of the Company and suwr securities of the Company that may be substitfar Stock
pursuant to Article 9.

2.22 “Subsidiary” shall mean any corporation, other than the Corgpamnan unbroken chain of corporations beginniriththe
Company if, at the time of the determination, eatthe corporations other than the last corporaitioan unbroken chain owns stock
possessing 50% or more of the total combined vaimger of all classes of stock in one of the ott@porations in such chain.

2.23 “Trading Day” shall mean any day on which the Stock is actuiaiiged.

ARTICLE Il
ADMINISTRATION

3.1 Administrator . The Administrator of the Plan shall be the Congation Committee of the Board (or another commitiea
subcommittee of the Board to which the Board daksgadministration of the Plan) (such committee,“tGommittee’), which Committee
shall consist solely of two or more members ofBleard each of whom is a “non-employee director’hiitthe meaning of Rule 16b-3 which
has been adopted by the Securities and ExchangenfSsian under the Exchange Act and which Commitiexherwise constituted to
comply with applicable law. Appointment of Commétmembers shall be effective upon acceptance diajppent. The Board may abolish
the Committee at any time and revest in the Bdaedatiministration of the Plan. Committee memberng rasign at any time by delivering
written notice to the Board. Vacancies in the Cotteeimay only be filled by the Board.

3.2 Action by the Administrator . A majority of the Administrator shall constitiequorum. The acts of a majority of the members
present at any meeting at which a quorum is presedt subject to applicable law and the BylawshefCompany, acts approved in writing
by a majority of the Administrator in lieu of a ntimg, shall be deemed the acts of the Administraiach member of the Administrator is
entitled to, in good faith, rely or act upon angag or other information furnished to that membgrany officer or other employee of the
Company or any Designated Subsidiary, the Compangependent certified public accountants, or atgcative compensation consultant or
other professional retained by the Company to tissthe administration of the Plan.

3.3 Authority of Administrator . The Administrator shall have the power, subjecahd within the limitations of, the express psians
of the Plan:

(i) To determine when and how rights to purchaeeksbf the Company shall be granted and the prawssof each offering of
such rights (which need not be identical).

(i) To designate from time to time which Subsidkarof the Company shall be Designated Subsidiarieih designation may be
made without the approval of the stockholders ef@ompany.

(iii) To construe and interpret the Plan and rigivanted under it, and to establish, amend andkeemdes and regulations for its
administration. The Administrator, in the exeraigehis power, may correct any defect, omissiomoonsistency in the Plan, in a
manner and to the extent it shall deem necessarypmdient to make the Plan fully effective.

(iv) To amend the Plan as provided in Article 10.

(v) Generally, to exercise such powers and to perfeuch acts as the Administrator deems necessaxpedient to promote the
best interests of the Company and its Subsidianelsto carry out the intent that the Plan be tckatean “employee stock purchase
plan” within the meaning of Section 423 of the Code

3.4 Decisions Binding . The Administrator’s interpretation of the Planyaights granted pursuant to the Plan, any padtan
agreement and all decisions and determinationfdAtministrator with respect to the Plan are fibahding, and conclusive on all parties.
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ARTICLE IV
SHARES SUBJECT TO THE PLAN

4.1 Number of Shares. Subject to Article 9, the aggregate number ofehaf Stock which may be issued pursuant to rigtdaated
under the Plan shall be 350,000 shares. In additidine foregoing, subject to Article 9, commencomgJanuary 1, 2009, and on each
January 1 thereafter during the term of the Plamntumber of shares of Stock which shall be madéadole for sale under the Plan shall be
increased by that number of shares of Stock equalktleast of (a) 1% of the Company’s outstandimares on such date, (b) 700,000 shares,
or (c) a lesser amount determined by the Compams&bmmittee of the Board. Accordingly, the numbieshares of Stock which shall be
available for sale under the Plan shall be sulieiticrease under the preceding sentence onlyramadal, 2009 and on each subsequent
January 1 through and including January 1, 201anyfright granted under the Plan shall for angeeaerminate without having been
exercised, the Stock not purchased under suchsfiwit again become available for the Plan. Nosstithding anything in this Section 4.1 to
the contrary, the number of shares of Stock that lbesissued or transferred pursuant to rights gchohder the Plan shall not exceed an
aggregate of 6,650,000 shares, subject to Article 9

4.2 Sock Distributed . Any Stock distributed pursuant to the Plan maysist, in whole or in part, of authorized and unéss Stock,
treasury stock or Stock purchased on the open marke

ARTICLE V
OFFERING PERIODS; OFFERING DOCUMENTS; PURCHASE DATE S

5.1 Offering Periods . The Administrator may from time to time grantpwovide for the grant of rights to purchase Stotthe Compan
under the Plan to Eligible Employees during onenore periods (each, arOffering Period”) selected by the Administrator commencing on
such dates (each, arEhroliment Date”) selected by the Administrator. The terms andditions applicable to each Offering Period shall be
set forth in an ‘Offering Document” adopted by the Administrator, which Offering Dosent shall be in such form and shall contain such
terms and conditions as the Administrator shalhdeppropriate and shall be incorporated by referémo and made part of the Plan and
shall be attached hereto as part of the Plan. Tdmidistrator shall establish in each Offering Doemtnone or more dates during an Offering
Period (the ‘Purchase Date(s)) on which rights granted under the Plan shalekercised and purchases of Stock carried out dstich

Offering Period in accordance with such OfferingcDment and the Plan. The provisions of separateri@ff Periods under the Plan need not
be identical.

5.2 Offering Documents . Each Offering Document with respect to an Offgiteriod shall specify (through incorporation & th
provisions of this Plan by reference or otherwise):
(i) the length of the Offering Period, which perisigiall not exceed twenty-seven months;
(i) the Enrollment Date for such Offering Period;
(iii) the Purchase Date(s) during such Offeringidtsr
(iv) the maximum number of shares that may be msed by any Eligible Employee during such Offeffggiod;

(v) in connection with each Offering Period thahtains more than one Purchase Date, the maximunegatg number of shares
which may be purchased by any Eligible Employe@my given Purchase Date during the Offering Pe o

(vi) such other provisions as the Administratoredietines are appropriate, subject to the Plan.
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ARTICLE VI
PARTICIPATION

6.1Eligibility . Any Eligible Employee who shall be employed diul&time basis (at least 20 hours per week) byGleenpany or a
Designated Subsidiary for 180 consecutive day$erday prior to the applicable Enrollment DatednrOffering Period shall be eligible to
participate in the Plan during such Offering Perigabject to the requirements of this Article 6 #imel limitations imposed by Section 423(b)
of the Code.

6.2 Enrollment in Plan . Except as otherwise set forth in an Offering Duoent, an Eligible Employee may become a Participatite
Plan for an Offering Period by delivering a papation agreement to the Company prior to the Emrertit Date for such Offering Period (or
such other date specified in the Offering Documéntyuch form as the Administrator provides. Easbh agreement shall designate a whole
percentage of such Eligible Employee’s Compensadtidre withheld by the Company or the Designatdasiiary employing such Eligible
Employee on each payday during the Offering Pesimg@ayroll deductions under the Plan. An Eligibhegioyee may designate any whole
percentage of Compensation which is not less tB&midd not more than the maximum percentage spedifiehe Administrator in the
applicable Offering Document (which percentageld®l0% in the absence of any such designatiopagll deductions. The payroll
deductions made for each Participant shall be t@do an account for such Participant under the Bhd shall be deposited with the general
funds of the Company. A Participant may changepireentage of Compensation designated in his opdmticipation agreement, subject to
the limits of this Section 6.2, or may suspenddniber payroll deductions, or may resume payraluddions pursuant to a new participation
agreement, at any time during an Offering Perppdvided , however , that the Administrator may limit the number obolges a Participant
may make to his or her payroll deduction electidmsng each Offering Period in the applicable GffgrDocument. Any such change,
suspension or resumption of payroll deductionsl sfeakffective with the first full payroll perioaliowing five business days after the
Company’s receipt of the new participation agreent@nsuch shorter or longer period as may be §ipddby the Administrator in the
applicable Offering Document). In the event a Rgréint suspends his or her payroll deductions, Sacticipant’s cumulative payroll
deductions prior to the suspension shall remahisror her account and shall not be paid to suctidfznt unless he or she withdraws from
participation in the Plan pursuant to Article 8 cEpt as otherwise set forth in an Offering DocumarRarticipant may participate in the Plan
only by means of payroll deduction and may not makaributions by lump sum payment for any OfferiPeyiod.

6.3 Payroll Deductions . Except as otherwise provided in the applicablie@fg Document, payroll deductions for a Participshall
commence on the first payroll following the Enroimt Date and shall end on the last payroll in tfferihg Period to which such
authorization is applicable, unless sooner terreihély the Participant as provided in Article 8.

6.4 Effect of Enrollment . A Participant’s completion of a participation agment will enroll such Participant in the Plandach
subsequent Offering Period on the terms contaihekin until the Participant either submits a newtipipation agreement, withdraws from
participation under the Plan as provided in Arti8ler otherwise becomes ineligible to participat¢hie Plan.

6.5 Limitation on Purchase of Sock . An Eligible Employee may be granted rights urttierPlan only if such rights, together with any
other rights granted to such Eligible Employee urfdmployee stock purchase plans” of the Company,Rarent or any Subsidiary, as
specified by Section 423(b)(8) of the Code, dopestnit such employeg’rights to purchase stock of the Company or amgriR@r Subsidiar
to accrue at a rate which exceeds $25,000 of farket value of such stock (determined as of ttst fiay of the Offering Period during which
such rights are granted) for each calendar yeahinh such rights are outstanding at any time. Tihigation shall be applied in accordance
with Section 423(b)(8) of the Code.

6.6 Decrease of Payroll Deductions . Notwithstanding the foregoing, to the extent rssegy to comply with Section 423(b)(8) of the
Code and Section 6.5, a Participant’s payroll dédnos may be suspended by the Administrator attimg during an Offering Period.
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ARTICLE VII
GRANT AND EXERCISE OF RIGHTS

7.1Grant of Rights. On the Enroliment Date of each Offering PeriatreEligible Employee participating in such OffgriReriod shall
be granted a right to purchase the maximum numbehares of Stock specified under Section 5.2(g shall have the right to buy, on each
Purchase Date during such Offering Period (at fi@able Purchase Price), such number of shards®edfompany’s Stock as is determined
by dividing (a) such Participant’s payroll deduasocaccumulated prior to such Purchase Date anisedtan the Participand’account as of tl
Purchase Date, by (b) the applicable Purchase.Rreeright shall expire on the last day of thed@iffg Period.

7.2 Exercise of Rights . On each Purchase Date, each Participant’s acetdupayroll deductions and any other additiongihpnts
specifically provided for in the applicable Offegibocument will be applied to the purchase of wiatlares of Stock of the Company, up to
the maximum number of shares permitted pursuathtetderms of the Plan and the applicable Offerilmgunent, at the Purchase Price. No
fractional shares shall be issued upon the exeofigghts granted under the Plan, unless the @fjieDocument specifically provides
otherwise. The amount, if any, of accumulated piageductions remaining in each Participant’s act@fter the purchase of shares on each
Purchase Date shall be distributed in full to thetiBipant after such Purchase Date.

7.3 Pro Rata Allocation of Shares . If the Administrator determines that, on a givamchase Date, the number of shares of Stock with
respect to which rights are to be exercised magex¢i) the number of shares of Stock that werdabla for issuance under the Plan on the
Enrollment Date of the applicable Offering Period(ii) the number of shares of Stock availableissuance under the Plan on such Purchase
Date, the Administrator may in its sole discretovide that the Company shall make a pro rataatlon of the shares of Stock available for
purchase on such Enroliment Date or Purchase Batapplicable, in as uniform a manner as shalraetipable and as it shall determine i
sole discretion to be equitable among all Partitipdor whom rights to purchase Stock are to beoised pursuant to this Article 7 on such
Purchase Date, and shall either (x) continue dii@fg Periods then in effect, or (y) terminate amyall Offering Periods then in effect
pursuant to Article 10. The Company may make pta atlocation of the shares available on the Emvetit Date of any applicable Offering
Period pursuant to the preceding sentence, notaitding any authorization of additional sharesgeuance under the Plan by the
Company’s stockholders subsequent to such Enrotlbate. The balance of the amount credited to tiseunt of each Participant which has
not been applied to the purchase of shares of stugk be paid to such Participant in one lump sugash as soon as reasonably practicable
after the Purchase Date.

7.4Withholding . At the time a Participarg’rights under the Plan are exercised, in whola part, or at the time some or all of the St
issued under the Plan is disposed of, the Partitipaist make adequate provision for the Comparmgdsifal, state, or other tax withholding
obligations, if any, which arise upon the exerciée right or the disposition of the Stock. Ayaime, the Company may, but shall not be
obligated to, withhold from the Participant’s compation the amount necessary for the Company t¢ appdicable withholding obligations,
including any withholding required to make avaibb the Company any tax deductions or benefitdbatable to sale or early disposition of
Stock by the Participant.

7.5 Conditions to Issuance of Sock . The Company shall not be required to issue dveieany certificate or certificates for shares of
Stock purchased upon the exercise of rights urgePtan prior to fulfillment of all of the followiconditions:
(a) The admission of such shares to listing ostaltk exchanges, if any, on which the Stock is treted; and

(b) The completion of any registration or otherldigation of such shares under any state or fddavaor under the rulings or
regulations of the Securities and Exchange Comaorissi any other governmental regulatory body, whighAdministrator shall, in its
absolute discretion, deem necessary or advisate; a
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(c) The obtaining of any approval or other cleagafitom any state or federal governmental agencyghvtiie Administrator shall,
in its absolute discretion, determine to be neagssaadvisable; and

(d) The payment to the Company of all amounts whighrequired to withhold under federal, statéamal law upon exercise of
the rights, if any; and

(e) The lapse of such reasonable period of timewahg the exercise of the rights as the Administranay from time to time
establish for reasons of administrative convenience

7.6 Escrow . Until such time as the Company shall have reckshareholder approval of the Plan in order to dgmjith Section 423 of
the Code, any shares of Stock that have been medhmursuant to the Plan shall be held in escrothdy¥ompany. Promptly following
stockholder approval, the Company shall release fgecrow and deliver to each Participant all shaf&tock held in escrow pursuant to this
Section 7.6. Any securities distributed in respddhe shares of Stock held in escrow, includingheut limitation, shares issued as a resu
stock splits, stock dividends or other recapitdiares, shall also be held in escrow in the samenmiarf shareholder approval has not been
obtained on or before September 11, 2008, the Coynglaall rescind all purchases of Stock pursuattiisoPlan by cancelling such stock
certificates and delivering to each Participantghechase price paid for such shares.

ARTICLE VIII
WITHDRAWAL; TERMINATION OF EMPLOYMENT OR ELIGIBILIT Y

8.1Withdrawal . A Participant may withdraw all but not less thahof the payroll deductions credited to his or Aecount and not yet
used to exercise his or her rights under the Rlamyatime by giving written notice to the Companya form acceptable to the Administrator.
All of the Participant’s payroll deductions credit® his or her account during the Offering Pesbdll be paid to such Participant as soon as
reasonably practicable after receipt of notice figdrawal and such Participant’s rights for theddifig Period shall be automatically
terminated, and no further payroll deductions Far purchase of shares shall be made for such @gfériod. If a Participant withdraws fr
an Offering Period, payroll deductions shall naurae at the beginning of the next Offering Perinkss the Participant delivers to the
Company a new patrticipation agreement.

8.2 Future Participation . A Participant’s withdrawal from an Offering Pattishall not have any effect upon his or her ellgijbio
participate in any similar plan which may herealieradopted by the Company or a Designated Subgidlian subsequent Offering Periods
which commence after the termination of the Offgriferiod from which the Participant withdraws.

8.3 Cessation of Eligibility . Upon a Participant’s ceasing to be an Eligiblepkyee, for any reason, he or she shall be deemkedve
elected to withdraw from the Plan pursuant to #iiscle 8 and the payroll deductions credited tots®articipant’s account during the
Offering Period shall be paid to such Participanirthe case of his or her death, to the persg@emsons entitled thereto under 12.4, as soon
as reasonably practicable and such Participamgfgsifor the Offering Period shall be automaticédigminated.

ARTICLE IX
ADJUSTMENTS UPON CHANGES IN STOCK
9.1 Changesin Capitalization . Subject to Section 9.3, in the event of any stligldend, stock split, combination or exchangeludires,
merger, consolidation, spin-off, recapitalizatidistribution of Company assets to stockholdersgiothan normal cash dividends), or any

other corporate event affecting the Stock or thaesiprice of the Stock, the Administrator shall makich proportionate adjustments, if an
the Administrator deems appropriate to reflect stldinge with respect to (i) the aggregate numbetygre of shares of Stock (or other
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securities or property) that may be issued undePian (including, but not limited to, adjustmeotshe limitations in Section 4.1 and the
limitations established in each Offering Documemtspiant to Section 5.2 on the maximum number afeshaf Stock that may be purchased);
(i) the class(es) and number of shares and pecslipare of Stock subject to outstanding rightd; @) the Purchase Price with respect to
outstanding rights.

9.2 Other Adjustments . Subject to Section 9.3, in the event of any tmatisn or event described in Section 9.1 or anysualior
nonrecurring transactions or events affecting tben@any, any affiliate of the Company, or the finahstatements of the Company or any
affiliate, or of changes in applicable laws, regioias or accounting principles, and whenever thenfkistrator determines that such action is
appropriate in order to prevent the dilution oraegement of the benefits or potential benefitsridezl to be made available under the Plan or
with respect to any right under the Plan, to feaié such transactions or events or to give eféestich changes in laws, regulations or
principles, the Administrator, in its sole discogtiand on such terms and conditions as it deemejpppate, is hereby authorized to take any
one or more of the following actions:

(a) To provide for either (i) termination of anytstanding right in exchange for an amount of césimy, equal to the amount that
would have been obtained upon the exercise of sghhhad such right been currently exercisabléipthe replacement of such
outstanding right with other rights or propertyestéd by the Administrator in its sole discretion;

(b) To provide that the outstanding rights underftean be assumed by the successor or survivooiatipn, or a parent or
subsidiary thereof, or shall be substituted fosioyilar rights covering the stock of the successaurvivor corporation, or a parent or
subsidiary thereof, with appropriate adjustment®abhe number and kind of shares and prices; and

(c) To make adjustments in the number and typdafes of Stock (or other securities or propertyjestt to outstanding rights
under the Plan and/or in the terms and conditidmaitstanding rights and rights which may be grdnitethe future;

(d) To provide that Participants’ accumulated pyteductions may be used to purchase Stock poithe next occurring
Purchase Date on such date as the Administraterrdites in its sole discretion and the Particigargits under the ongoing Offering
Period(s) terminated; and

(e) To provide that all outstanding rights shalhmate without being exercised.

9.3 No Adjustment Under Certain Circumstances . No adjustment or action described in this Artigler in any other provision of the
Plan shall be authorized to the extent that sugistident or action would cause the Plan to fagatsfy the requirements of Section 423 of
the Code.

9.4 No Other Rights . Except as expressly provided in the Plan, noddaant shall have any rights by reason of any stisidn or
consolidation of shares of stock of any classpdnment of any dividend, any increase or decraatieei number of shares of stock of any
class or any dissolution, liquidation, merger, ensolidation of the Company or any other corporatiexcept as expressly provided in the
Plan or pursuant to action of the Administrator emithe Plan, no issuance by the Company of sh&usieak of any class, or securities
convertible into shares of stock of any class,|sfédct, and no adjustment by reason thereof dlathade with respect to, the number of
shares of Stock subject to an Award or the graeixercise price of any Award.

ARTICLE X
AMENDMENT, MODIFICATION AND TERMINATION
10.1Amendment, Madification and Termination . The Administrator may amend, suspend or termitredPlan at any time and from
time to time;provided, however , that approval by a vote of the holders of thestautding shares of the Company’s capital stockledtio

vote shall be required to amend the Plan to: (ajpgk the aggregate number of shares that may #h@uiuant to rights under the Plan under
Section 4.1 (other than any adjustment as proviyedrticle 9); (b) change the corporations or céssef corporations
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whose employees may be granted rights under thre &gc) change the Plan in any manner that woaldse the Plan to no longer be an
“employee stock purchase plan” within the meanih§ection 423(b) of the Code.

10.2Rights Previously Granted . Except as provided in Article 9 or this Articl®,Ino termination, amendment or modification mayke
any change in any right theretofore granted whihressely affects the rights of any Participant withthe consent of such Participant,
provided that an Offering Period may be terminated, amemdedodified by the Administrator if the Administaatdetermines that the
termination of the Offering Period or the Planrighe best interests of the Company and its stddkne

10.3Certain Changes to Plan . Without stockholder consent and without regard/bether any Participant rights may be consideved t
have been adversely affected, to the extent pehiity Section 423 of the Code, the Administratadidhe entitled to change the Offering
Periods, limit the frequency and/or number of cteamnig the amount withheld during an Offering Periggtablish the exchange ratio
applicable to amounts withheld in a currency othan U.S. dollars, permit payroll withholding inoess of the amount designated by a
Participant in order to adjust for delays or mistgin the Company’s processing of properly comdletithholding elections, establish
reasonable waiting and adjustment periods and&muaating and crediting procedures to ensure thatuans applied toward the purchase of
Stock for each Participant properly correspond aitiounts withheld from the Participant’'s Compemsgtand establish such other
limitations or procedures as the Administrator dataes in its sole discretion advisable which aresistent with the Plan.

ARTICLE XI
TERM OF PLAN
The Plan shall be effective on November 7, 200& (thffective Date”). The Plan shall be in effect until the tenth sensary of the

Effective Date, unless sooner terminated underckertl0. No rights may be granted under the Plamdwany period of suspension of the F
or after termination of the Plan.

ARTICLE Xl
MISCELLANEOUS

12.1Restriction upon Assignment . A right granted under the Plan shall not be fienable other than by will or the laws of descerd a
distribution, and is exercisable during the Pgpticit's lifetime only by the Participant. Except as pd®d in Section 12.4 hereof, a right un
the Plan may not be exercised to any extent exmefite Participant. The Company shall not recogaim shall be under no duty to recog!
any assignment or alienation of the Participamiferest in the Plan, the Participant’s rights urilerPlan or any rights thereunder.

12.2Rightsas a Sockholder . With respect to shares of Stock subject to at gganted under the Plan, a Participant shall raddemed
to be a stockholder of the Company, and the Ppaiitishall not have any of the rights or privilegéa stockholder, until such shares have
been issued to the Participant or his or her noenfakbowing exercise of the Participant’s rightdenthe Plan. No adjustments shall be made
for dividends (ordinary or extraordinary, whetheicash securities, or other property) or distrifmutdr other rights for which the record date
occurs prior to the date of such issuance, exceptterwise expressly provided herein.

12.3Interest . No interest shall accrue on the payroll dedustionlump sum contributions of a Participant uritierPlan.

12.4Designation of Beneficiary .

(a) A Participant may, in the manner determinedhgyAdministrator, file a written designation obeneficiary who is to receive
any shares and cash, if any, from the Participattt®unt under the Plan in
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the event of such Participant’s death subsequemftorchase Date on which the Participant’s righesexercised but prior to delivery to
such Participant of such shares and cash. In addai Participant may file a written designatioraddeneficiary who is to receive any
cash from the Participant’s account under the Pidhe event of such Participant’s death priorxereise of the Participant’s rights
under the Plan. If the Participant is married agldes in a community property state, a designati@anperson other than the
Participant’s spouse as his or her beneficiaryl stralbe effective without the prior written conseifithe Participant’s spouse.

(b) Such designation of beneficiary may be charigethe Participant at any time by written noticalte Company. In the event
the death of a Participant and in the absencebeheficiary validly designated under the Plan whliving at the time of such
Participant’s death, the Company shall deliver ssitdres and/or cash to the executor or administoathe estate of the Participant, or
if no such executor or administrator has been apedi(to the knowledge of the Company), the Compamigs discretion, may deliver
such shares and/or cash to the spouse or to anyranere dependents or relatives of the Participamnit no spouse, dependent or
relative is known to the Company, then to such opleeson as the Company may designate.

12.5Notices . All notices or other communications by a Partipto the Company under or in connection withRlen shall be deemed
to have been duly given when received in the fguetHied by the Company at the location, or byghkeson, designated by the Company for
the receipt thereof.

12.6Equal Rightsand Privileges . All Eligible Employees of the Company or any Rgwited Subsidiary will have equal rights and
privileges under this Plan so that this Plan gigdifis an “employee stock purchase plan” withimtleaning of Section 423 of the Code. Any
provision of this Plan that is inconsistent withcen 423 of the Code will, without further actamendment by the Company, the Board or
the Administrator, be reformed to comply with tlggual rights and privileges requirement of Secti@B 4f the Code.

12.7Use of Funds. All payroll deductions received or held by thengmany under the Plan may be used by the Comparanfor
corporate purpose, and the Company shall not igaibt to segregate such payroll deductions.

12.8Reports .. Statements of account shall be given to particiggEmployees at least annually, which statemeéd set forth the
amounts of payroll deductions, the Purchase Pitieenumber of shares purchased and the remaingtghzdance, if any.

12.9No Employment Rights . Nothing in the Plan shall be construed to give person (including any Eligible Employee or Papiamnt)
the right to remain in the employ of the Companwy Parent or Subsidiary or to affect the righthef Company or any Parent or Subsidiary
to terminate the employment of any person (inclgdiny Eligible Employee or Participant) at any tjméh or without cause.

12.10Notice of Disposition of Shares. Each Participant shall give prompt notice to@wmpany of any disposition or other transfer of
any shares of stock purchased upon exercise ghaunder the Plan if such disposition or trans&fenade: (a) within two years from the
Enroliment Date of the Offering Period in which #ieares were purchased or (b) within one year #feePurchase Date on which such sh
were purchased. Such notice shall specify the afegach disposition or other transfer and the amoeglized, in cash, other property,
assumption of indebtedness or other consideratipithe Participant in such disposition or othensfar.

12.11Governing Law . The validity and enforceability of this Plan dHa# governed by and construed in accordance Withaws of the
State of Delaware without regard to otherwise gowey principles of conflicts of law.

[End of Document]
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