PROSPECTUS

PROXY STATEMENT OF
BLUE WATER ACQUISITION CORP.

PROSPECTUS FOR UP TO
21,929,832 SHARES OF COMMON STOCK

To the Stockholders of Blue Water Acquisition Corp.:

We are pleased to provide this proxy statement/prospectus relating to the proposed merger (the “Merger”) of Blue
Water Merger Sub Corp., a Delaware corporation (“Merger Sub”) and wholly-owned subsidiary of Blue Water Acquisition
Corp., a Delaware corporation (“Blue Water”), with and into Clarus Therapeutics, Inc., a Delaware corporation (“Clarus”),
pursuant to an Agreement and Plan of Merger, dated as of April 27, 2021 (as it may be amended or supplemented from time to
time, the “Merger Agreement”), by and among Blue Water, Merger Sub and Clarus. Capitalized terms used but not defined
herein shall have the meanings ascribed to them in the Merger Agreement. If (i) the Merger Agreement is adopted and the
Merger and the other transactions contemplated thereby (collectively, the “Business Combination”) are approved by Blue
Water’s and Clarus’s stockholders, and (ii) the Business Combination is subsequently completed, Merger Sub will merge with
and into Clarus with Clarus surviving the Merger as a wholly-owned subsidiary of Blue Water, and all shares of Clarus stock
issued and outstanding immediately prior to the effective time of the Merger (the “Effective Time”) (other than those properly
exercising any applicable appraisal rights under Delaware law) will be either converted into the right to receive shares of
New Blue Water common stock or else be canceled, retired and terminated without consideration, as provided in the Merger
Agreement and as more particularly described in the notice that follows this page and elsewhere in this proxy statement/
prospectus. Upon the consummation of the Business Combination, Blue Water will change its name to “Clarus Therapeutics
Holdings, Inc.”

The Merger Agreement provides that the aggregate Merger consideration to be paid to Clarus securityholders as
of immediately prior to the Effective Time (“Clarus securityholders”) will be a number of New Blue Water Class A
common stock (the “Merger Consideration Shares” equal to (the “Merger Consideration”):

(1) 17,929,832 shares of New Blue Water Class A common stock, subject to adjustment to account for the net
indebtedness of Clarus as of the Closing, net of its cash and cash equivalents (“Closing Net Indebtedness”),
divided by $10.20; plus

(i) 1,500,000 shares of New Blue Water Class A Common Stock issuable to the holders of certain non-convertible
promissory notes of Clarus in exchange for $10.0 million of the aggregate principal amount of such notes and
certain outstanding royalty rights; plus

(iii) a number of shares of New Blue Water Class A common stock equal to the outstanding balance (principal and
interest) at Closing of convertible and non-convertible promissory notes of Clarus issued between the date of the
Merger Agreement and Closing divided by $10.00, provided that Clarus may elect, in its discretion to instead pay
off the outstanding balance of, and any redemption premium on, the non-convertible promissory notes at Closing.
See “Summary of the Proxy Statement/Prospectus — The Business Combination Proposal (Proposal 1) — Merger
Consideration” for additional details.

The Merger Consideration to be paid to Clarus securityholders will be paid solely by the delivery of the Merger Consideration
Shares. The Closing Net Indebtedness (and the resulting Merger Consideration) is based solely on estimates determined shortly
prior to the Closing and is not subject to any post-Closing true-up or adjustment. The Merger Consideration will be allocated
among Clarus securityholders as determined by Clarus shortly prior to the Closing.

It is currently expected that Clarus securityholders and noteholders will hold in aggregate approximately 70.0% of the
issued and outstanding shares of New Blue Water common stock immediately following the Closing (excluding outstanding
Blue Water warrants, and assuming that (i) there are no redemptions of shares of Blue Water Class A common stock by
Blue Water stockholders, (ii) the negative Closing Net Indebtedness is $43.1 million (which is the maximum provided in the
Merger Agreement), (iii) no awards are issued under the new equity incentive plan to be adopted by Blue Water in connection
with the Business Combination, and (iv) no Blue Water warrants are issued prior to the Business Combination).

Blue Water’s units, Blue Water Class A common stock and Blue Water’s public warrants are publicly traded on the Nasdaq
Capital Market (“Nasdaq”). We will apply to list the New Blue Water common stock and public warrants on Nasdaq under the
symbols “CRXT” and “CRXTW?, respectively, upon the Closing. Upon the Closing, Blue Water’s units will be separated into
their component securities and will cease to be listed on Nasdagq.



Blue Water will hold a virtual special meeting of its stockholders in order to obtain the stockholder approvals
necessary to complete the Business Combination. At the special meeting of Blue Water, which will be held exclusively
via a live audio webcast at https.//www.cstproxy.com/bluewateracquisition/2021, on August 12, 2021 at 10:00 a.m.,
Eastern Time, unless postponed or adjourned to a later date, Blue Water will ask its stockholders to adopt the Merger
Agreement and the related transactions thereby approving the Business Combination and approve the other proposals
described in this proxy statement/prospectus. To participate in the virtual meeting, a Blue Water stockholder of record
will need the 12-digit control number included on such stockholder’s proxy card or instructions that accompanied such
stockholder’s proxy materials. If a Blue Water stockholder holds his, her or its shares in “street name,” which means
his, her or its shares are held of record by a broker, bank or other nominee, such Blue Water stockholder should contact
his, her or its broker, bank or nominee to ensure that votes related to the shares he, she or it beneficially owns are
properly counted. In this regard, such Blue Water stockholder must provide the record holder of his, her or its shares
with instructions on how to vote his, her or its shares or, if such Blue Water stockholder wishes to attend the special
meeting of Blue Water and vote in person, obtain a proxy from his, her or its broker, bank or nominee. The live audio
webcast of the Blue Water special meeting will begin promptly at 10:00 a.m., Eastern Time. Blue Water stockholders
are encouraged to access the special meeting of Blue Water prior to the start time. If you encounter any difficulties
accessing the virtual meeting or during the meeting time, please call the technical support number that will be posted
on the virtual meeting login page.

If you have any questions or need assistance voting your Blue Water common stock, please contact
Advantage Proxy, Blue Water’s proxy solicitor, by calling (877) 870-8565 (toll free) or (206) 870-8565 (collect),
or banks and brokers can call (206) 870-8565 (collect), or by emailing ksmith@advantageproxy.com. This proxy
statement/prospectus and the notice of the Special Meeting relating to the Business Combination will be available at
https://www.cstproxy.com/bluewateracquisition/2021 .

This proxy statement/prospectus provides you with detailed information about the Business Combination and
other matters to be considered at the special meeting of Blue Water’s stockholders. We encourage you to carefully read
this entire proxy statement/prospectus, including all annexes attached hereto.

You should also carefully consider the risk factors described in “Risk Factors” beginning on page 45 of this
proxy statement/prospectus.

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved
or disapproved of the Business Combination, the securities to be issued under this proxy statement/prospectus or
the other transactions contemplated by the Business Combination, as described in this proxy statement/prospectus,
or passed upon the adequacy or accuracy of this proxy statement/prospectus. Any representation to the contrary is
a criminal offense.

This proxy statement/prospectus is dated July 23, 2021, and is first being mailed to stockholders of Blue Water
on or about July 28, 2021.

Very truly yours,

/s/ Joseph Hernandez
Joseph Hernandez
Chief Executive Officer of Blue Water



Blue Water Acquisition Corp.
15 E. Putnam Avenue, Suite 363
Greenwich, CT 06830

TO THE STOCKHOLDERS OF BLUE WATER ACQUISITION CORP-.:

NOTICE IS HEREBY GIVEN that a special meeting of stockholders (the “Blue Water Special Meeting”) of
Blue Water Acquisition Corp., a Delaware corporation (“Blue Water”), will be held virtually at 10:00 a.m., Eastern
Time, on August 12, 2021. Details on how to participate are more fully described in this proxy statement/prospectus.
At the Blue Water Special Meeting, Blue Water stockholders will be asked to consider and vote upon the following
proposals (collectively, the “Proposals”).

(1

The Business Combination Proposal (Proposal 1) — To approve and adopt the Agreement and Plan
of Merger, dated as of April 27, 2021 (as it may be amended or supplemented from time to time, the
“Merger Agreement”), by and among Blue Water, Blue Water Merger Sub Corp., a Delaware corporation
and wholly-owned subsidiary of Blue Water (“Merger Sub”) and Clarus Therapeutics, Inc., a Delaware
corporation (“Clarus”), and approve the transactions contemplated thereby, including the merger of Merger
Sub with and into Clarus, with Clarus continuing as the surviving corporation and as a wholly-owned
subsidiary of Blue Water (the “Merger” and, together with the other transactions contemplated by the
Merger Agreement, the “Business Combination™). Subject to the terms and conditions set forth in the
Merger Agreement, among other matters, at the effective time of the Merger (the “Effective Time”):

(a)

(b)

(©)

(d)

©

the outstanding shares of Class A common stock, par value $0.0001 per share, of Blue Water (“Blue
Water Class A common stock”), including any shares of Class B common stock, par value $0.0001
per share, of Blue Water (“Blue Water Class B common stock”, and together with the Blue Water
Class A common stock, the “Blue Water common stock’) that are converted into Blue Water Class A
common stock in accordance with Blue Water’s amended and restated certificate of incorporation
(the “Blue Water Charter”), will be redesignated as common stock, par value $0.0001 per share, of
Clarus Therapeutics Holdings, Inc. (which will be the new name of Blue Water after the Closing, as
described below) (referred to herein as “New Blue Water common stock™);

(1) certain shares of preferred stock of Clarus (such shares, the “Clarus Consideration-Receiving
Preferred Stock™) and certain convertible and non-convertible notes of Clarus (such notes, the
“Clarus Consideration-Receiving Notes™) will be canceled and converted into the right to receive,
in the aggregate, a number of new shares of New Blue Water common stock with an aggregate value
equal to 17,929,832 shares of New Blue Water Class A common stock, subject to adjustment to account
for the Closing Net Indebtedness, divided by $10.20; plus (ii) 1,500,000 shares of New Blue Water
Class A Common Stock issuable to the holders of certain non-convertible promissory notes of Clarus
in exchange for $10.0 million of the aggregate principal amount of such notes and certain outstanding
royalty rights; plus (iii) a number of shares of New Blue Water Class A common stock equal to the
outstanding balance (principal and interest) at Closing of convertible and non-convertible promissory
notes of Clarus issued between the date of the Merger Agreement and Closing divided by $10.00,
provided that Clarus may elect, in its discretion to instead pay off the outstanding balance of, and any
redemption premium on, the non-convertible promissory notes at Closing; (i) through (iii) constitute
the “Merger Consideration”;

all shares of Clarus stock other than the Clarus Consideration-Receiving Preferred Stock will be
canceled, retired and terminated without any consideration or any liability to Clarus with respect
thereto;

certain warrants to purchase Clarus stock will be converted into warrants to purchase Blue Water
common stock (such converting warrants, the “Clarus Converting Warrants”); and

all outstanding options, warrants or rights to subscribe for or purchase any capital stock of Clarus
or securities convertible into or exchangeable for, or that otherwise confer on the holder any right
to acquire any capital stock of Clarus (in each case, excluding the Clarus Consideration-Receiving
Notes and the Clarus Converting Warrants) that have not been exercised or converted prior to the
Effective Time will be canceled, retired and terminated.



We refer to this proposal as the “Business Combination Proposal.” A copy of the Merger Agreement and the
related agreements to be entered into pursuant to the Merger Agreement are attached to this proxy statement/prospectus

as Annex A.

2)

)

“4)

)

(6)

Charter Amendment Proposals (Proposals 2 through 5) — To approve and adopt a second amendment
and restatement of Blue Water’s certificate of incorporation (the “Blue Water Charter”), as set out in
the draft second amended and restated version of Blue Water’s certificate of incorporation appended to
this proxy statement/prospectus as Annex B (the “Amended Charter”), for the following amendments
(collectively, the “Charter Amendment Proposals”) to:

(A) provide that the name of Blue Water shall be changed to “Clarus Therapeutics Holdings, Inc.”
(Proposal 2);

(B) provide for the structure of the board of directors of Blue Water (the “Board”) immediately after the
consummation of the Business Combination (the “Closing”), split into three classes of as even size
as practicable, Class I, I, and III, each to serve a term of three (3) years, except for the initial term,
for which the Class I directors will be up for reelection at the first annual meeting of stockholders
occurring after the Closing, and for which the Class II directors will be up for reelection at the
second annual meeting of stockholders occurring after the Closing. Directors will not be able to be
removed during their term except for cause and then only by the affirmative vote of the holders of
not less than two thirds (2/3) of the outstanding shares of capital stock then entitled to vote at an
election of directors. The size of the Board shall be determined by resolution of the Board but will
initially be seven (7) (Proposal 3);

(C) remove and change certain provisions in the Blue Water Charter related to Blue Water’s status as a
special purpose acquisition company (Proposal 4); and

(D) conditioned upon the approval of Proposals 2 through 4, to approve the proposed Amended Charter
in the form attached as Annex B hereto, which includes the approval of all other changes in the
proposed Amended Charter in connection with replacing the existing Blue Water Charter with the
proposed Amended Charter as of the Effective Time (Proposal 5).

The Director Election Proposal (Proposal 6) — To consider and vote upon a proposal to elect seven (7)
directors to serve on the board of directors of New Blue Water effective from the consummation of the
Business Combination until the 2022 annual meeting of stockholders and until their respective successors
are duly elected and qualified (the “Director Election Proposal”);

The Incentive Plan Proposal (Proposal 7) — To consider and vote upon a proposal to adopt the Clarus
Therapeutics Holdings, Inc. 2021 Stock Option and Incentive Plan (the “Equity Incentive Plan”), a copy
of which is attached to this proxy statement/prospectus as Annex C (the “Incentive Plan Proposal”);

The ESPP Proposal (Proposal 8) — To consider and vote upon a proposal to adopt the Clarus Therapeutics
Holdings, Inc. Employee Stock Purchase Plan (the “ESPP”), a copy of which is attached to this proxy
statement/prospectus as Annex D (the “ESPP Proposal”); and

The Adjournment Proposal (Proposal 9) — To consider and vote upon a proposal to adjourn the Blue
Water Special Meeting to a later date or dates, if necessary, to permit further solicitation and vote of
proxies if, based upon the tabulated vote at the time of the Blue Water Special Meeting, there are not
sufficient votes to approve the Business Combination Proposal, the Charter Amendment Proposals, the
Director Election Proposal, the Incentive Plan Proposal, or the ESPP Proposal. We refer to this proposal
as the “Adjournment Proposal.”

Only holders of record of Blue Water common stock at the close of business on July 16,2021 (the “Record Date”)
are entitled to notice of the Blue Water Special Meeting and to vote at the Blue Water Special Meeting and any
adjournments or postponements of the Blue Water Special Meeting. A complete list of Blue Water stockholders of
record entitled to vote at the Blue Water Special Meeting will be available for ten days before the Blue Water Special
Meeting at the principal executive offices of Blue Water for inspection by stockholders during ordinary business hours
for any purpose germane to the Blue Water Special Meeting.



Pursuant to the Blue Water Charter, Blue Water is providing Blue Water public stockholders with the opportunity
to redeem, upon the closing of the Business Combination, shares of Blue Water Class A common stock then held by
them for cash equal to their pro rata share of the aggregate amount on deposit (as of two business days prior to the
closing of the Business Combination) in the Trust Account that holds the proceeds (including interest but less taxes
payable) of the Blue Water initial public offering (the “Blue Water IPO”), including overallotment securities issued
to Blue Water’s underwriters after the Blue Water IPO. As of July 16, 2021, based on funds in the Trust Account of
$58,652,956.88 as of such date, the pro rata portion of the funds available in the Trust Account for the redemption
of public shares of Blue Water Class A common stock was approximately $10.20 per share. Blue Water public
stockholders are not required to affirmatively vote for or against the Business Combination in order to redeem their
shares of common stock for cash. This means that public stockholders who hold shares of Blue Water Class A common
stock on or before August 10, 2021 (two (2) business days before the Blue Water Special Meeting) will be eligible to
elect to have their shares of Blue Water Class A common stock redeemed for cash in connection with the Blue Water
Special Meeting, whether or not they are holders as of the Record Date, and whether or not such shares are voted at
the Blue Water Special Meeting. A public stockholder, together with any of his, her or its affiliates or any other person
with whom it is acting in concert or as a “group” (as defined under Section 13(d)(3) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”)), will be restricted from redeeming in the aggregate his, her or its shares or,
if part of such a group, the group’s shares, with respect to more than 15% of the shares of Blue Water common stock
included in the units of Blue Water sold in the Blue Water IPO (including overallotment securities sold to Blue Water’s
underwriters after the Blue Water IPO) without the prior consent of Blue Water. Holders of Blue Water’s outstanding
public warrants and units do not have redemption rights with respect to such securities in connection with the Business
Combination. Holders of outstanding Blue Water units must separate the underlying shares of Blue Water Class A
common stock and public warrants prior to exercising redemption rights with respect to the public Blue Water Class A
common stock. The Sponsor and Blue Water’s officers and directors have agreed to waive their redemption rights
with respect to any shares of Blue Water common stock they may hold in connection with the consummation of the
Business Combination, and such shares will be excluded from the pro rata calculation used to determine the per-share
redemption price. Currently, the Sponsor beneficially owns 19.84% of the issued and outstanding shares of Blue Water
common stock. The Sponsor and Blue Water’s directors and officers have agreed to vote any shares of Blue Water
common stock owned by them in favor of the Business Combination, which would include Business Combination
Proposal and the other Proposals.

The approval of the Business Combination Proposal, the Incentive Plan Proposal and the Adjournment Proposal
requires the affirmative vote of a majority of the issued and outstanding shares of Blue Water common stock as of
the Record Date cast by the stockholders represented in person or by proxy and entitled to vote thereon at the Blue
Water Special Meeting. The approval of the Charter Amendment Proposals requires the affirmative vote of a majority
of the issued and outstanding shares of Blue Water common stock as of the Record Date entitled to vote thereon. The
approval of the Director Election Proposal requires a plurality vote of the shares of Blue Water common stock cast by
the stockholders represented in person or by proxy and entitled to vote thereon at the Blue Water Special Meeting. If
the Business Combination Proposal is not approved, the Charter Amendment Proposals, the Director Election Proposal
and the Incentive Plan Proposal will not be presented to the Blue Water stockholders for a vote. The approval of the
Business Combination Proposal, the Charter Amendment Proposals, the Director Election Proposal and Incentive Plan
Proposal are preconditions to the consummation of the Business Combination. The board of directors of Blue Water
has already approved the Business Combination.

As of July 16, 2021, there was approximately $58,652,956.88 in the Trust Account. Any redemption of shares of
Blue Water Class A common stock by Blue Water’s public stockholders will decrease the amount in the Trust Account.
In accordance with the Blue Water Charter, net tangible assets will be maintained at a minimum of $5,000,001
immediately prior to or upon consummation of the Business Combination.

Your attention is directed to this proxy statement/prospectus (including the annexes hereto) for a more complete
description of the proposed Business Combination and related transactions and each of the Proposals. We encourage
you to read this proxy statement/prospectus carefully. If you have any questions or need assistance voting your shares,
please call us at (646) 303-0737.

By Order of the Board of Directors of Blue Water
/s/ Joseph Hernandez

Joseph Hernandez

Chairman and Chief Executive Officer




IFYOU RETURN YOUR PROXY CARD WITHOUT AN INDICATION OF HOW YOU WISH TO VOTE,
YOUR SHARES WILL BE VOTED IN FAVOR OF EACH OF THE PROPOSALS.

TO EXERCISE YOUR REDEMPTION RIGHTS, YOU MUST, PRIOR TO 5:00 PM., EASTERN TIME,
ON AUGUST 10, 2021 (TWO (2) BUSINESS DAYS BEFORE THE BLUE WATER SPECIAL MEETING),
TENDER YOUR SHARES PHYSICALLY OR ELECTRONICALLY AND SUBMIT A REQUEST IN
WRITING THAT WE REDEEM YOUR PUBLIC SHARES FOR CASH TO CONTINENTAL STOCK
TRANSFER & TRUST COMPANY. PLEASE ALSO AFFIRMATIVELY CERTIFY IN YOUR REQUEST TO
CONTINENTAL STOCK TRANSFER & TRUST COMPANY FOR REDEMPTION IF YOU “ARE” OR “ARE
NOT”ACTING IN CONCERT ORASA “GROUP”(AS DEFINED IN SECTION 13(D)(3) OFTHE EXCHANGE
ACT) WITH ANY OTHER STOCKHOLDER WITH RESPECT TO SHARES OF COMMON STOCK. YOU
MUST ACT IN ACCORDANCE WITH THE PROCEDURES AND DEADLINES DESCRIBED IN THIS
PROXY STATEMENT/PROSPECTUS. IF THE BUSINESS COMBINATION IS NOT CONSUMMATED,
THEN THE PUBLIC SHARES WILL NOT BE REDEEMED FOR CASH. IF YOU HOLD THE SHARES
IN STREET NAME, YOU WILL NEED TO INSTRUCT THE ACCOUNT EXECUTIVE AT YOUR BANK
OR BROKER TO WITHDRAW THE SHARES FROM YOUR ACCOUNT IN ORDER TO EXERCISE YOUR
REDEMPTION RIGHTS. SEE “THE BLUE WATER SPECIAL MEETING — REDEMPTION RIGHTS” IN
THIS PROXY STATEMENT/PROSPECTUS FOR MORE SPECIFIC INSTRUCTIONS.

THIS PROXY STATEMENT/PROSPECTUS INCORPORATES IMPORTANT BUSINESS AND
FINANCIAL INFORMATION ABOUT BLUE WATER AND CLARUS THAT IS NOT INCLUDED IN
OR DELIVERED HEREWITH. THIS INFORMATION IS AVAILABLE WITHOUT CHARGE TO
STOCKHOLDERS OF BLUE WATER UPON WRITTEN OR ORAL REQUEST. IF YOU WOULD LIKE
TO MAKE SUCH REQUEST, YOU SHOULD CONTACT BLUE WATER IN WRITING AT JOSEPH
HERNANDEZ, BLUE WATER ACQUISITION CORP.,, 15 E. PUTNAM AVENUE, SUITE 363, GREENWICH,
CT 06830 ORBY TELEPHONE AT (646) 303-0737.TO OBTAIN TIMELY DELIVERY,YOU MUST REQUEST
THE INFORMATION NO LATER THAN AUGUST 3, 2021, WHICH IS FIVE BUSINESS DAYS BEFORE
THE DATE YOU MUST MAKE YOUR INVESTMENT DECISION.
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ABOUT THIS DOCUMENT

This document, which forms part of a registration statement on Form S-4 filed with the SEC by Blue Water,
constitutes a prospectus of Blue Water under the Securities Act of 1933, as amended (the “Securities Act”), with
respect to the shares of common stock of Blue Water to be issued to Clarus’s securityholders and noteholders under
the Merger Agreement. This document also constitutes a proxy statement of Blue Water under Section 14(a) of the
Exchange Act.

You should rely only on the information contained in, or incorporated by reference into, this proxy
statement/prospectus. No one has been authorized to provide you with information that is different from that contained in,
or incorporated by reference into, this proxy statement/prospectus. This proxy statement/prospectus is dated as of the date
set forth on the cover hereof. You should not assume that the information contained in this proxy statement/prospectus is
accurate as of any date other than that date. You should not assume that the information incorporated by reference into
this proxy statement/prospectus is accurate as of any date other than the date of such incorporated document. Neither the
mailing of this proxy statement/prospectus to Blue Water stockholders nor the issuance by Blue Water of its common
stock in connection with the Business Combination will create any implication to the contrary.

Information contained in this proxy statement/prospectus regarding Blue Water and its business,
operations, management and other matters has been provided by Blue Water and information contained in this
proxy statement/prospectus regarding Clarus and its business, operations, management and other matters has been
provided by Clarus.

This proxy statement/prospectus does not constitute an offer to sell or a solicitation of an offer to buy any
securities, or the solicitation of a proxy or consent, in any jurisdiction to or from any person to whom it is unlawful to
make any such offer or solicitation in such jurisdiction.

MARKET AND INDUSTRY DATA

This proxy statement/prospectus contains information concerning the market and industry in which Clarus
conducts its business. Clarus operates in an industry in which it is difficult to obtain precise industry and market
information. Clarus has obtained market and industry data in this proxy statement/prospectus from industry publications
and from surveys or studies conducted by third parties that it believes to be reliable. Clarus cannot assure you of the
accuracy and completeness of such information, and it has not independently verified the market and industry data
contained in this proxy statement/prospectus or the underlying assumptions relied on therein. As a result, you should
be aware that it is possible that any such market, industry and other similar data may not in fact be reliable. While
Clarus is not aware of any misstatements regarding any industry data presented in this proxy statement/prospectus,
such data involves risks and uncertainties and is subject to change based on various factors, including those discussed
under the section entitled “Risk Factors” in this proxy statement/prospectus.

TRADEMARKS

This proxy statement/prospectus includes the trademark of Clarus such as “JATENZO®™” and others, which are
protected under applicable intellectual property laws and are the property of Clarus or its subsidiaries. This proxy
statement/prospectus also contains trademarks, service marks, trade names and copyrights of other companies, which
are the property of their respective owners. Solely for convenience, trademarks and trade names referred to in this
proxy statement/prospectus may appear without the ® or ™ symbols, but such references are not intended to indicate,
in any way, that we will not assert, to the fullest extent under applicable law, our rights or the right of the applicable
licensor to these trademarks and trade names.



FREQUENTLY USED TERMS

EENT3 EENT3

Unless otherwise stated or unless the context otherwise requires, the terms “we,” “us,” “our,” and “Blue Water”
refer to Blue Water Acquisition Corp.

In this document:

“Amended Charter” means the second amended and restated certificate of incorporation of Blue Water to be
adopted by Blue Water pursuant to the Charter Amendment Proposals.

“Blue Water” means Blue Water Acquisition Corp., a Delaware corporation, which will be renamed “Clarus
Therapeutics Holdings, Inc.” in connection with the Closing.

“Blue Water Charter” or “Charter” means Blue Water’s current amended and restated certificate of
incorporation as filed with the Secretary of State of the State of Delaware on December 16, 2020.

“Blue Water IPO,” “IPO” or “Initial Public Offering” means Blue Water’s initial public offering that was
consummated on December 17, 2020.

“Blue Water IPO Prospectus” means the final prospectus of Blue Water, dated as of December 15, 2020, and
filed with the SEC pursuant to Rule 424(b) under the Securities Act on December 16, 2020 (File No. 333-248569).

“Blue Water Special Meeting” means the special meeting of the stockholders of Blue Water, to be held virtually
at 10:00 a.m., Eastern Time, on August 12, 2021.

“Board” means the board of directors of Blue Water.
“Business Combination” means the Merger and the other transactions contemplated by the Merger Agreement.

“Clarus” means Clarus Therapeutics, Inc., a Delaware corporation, and includes the surviving corporation after
the Merger. References herein to Clarus will include its subsidiaries to the extent reasonably applicable.

“Clarus Board” means the board of directors of Clarus.
“Clarus common stock” means shares of common stock, par value $0.001 per share, of Clarus.
“Clarus preferred stock” means shares of preferred stock, par value $0.001 per shares, of Clarus.

“Clarus securityholders” refers to holders of capital stock of Clarus as of the time immediately before the
Effective Time.

“Clarus stock” means any of the Clarus common stock and Clarus preferred stock.

“Class A common stock” means the Class A common stock, par value $0.0001, of Blue Water.
“Class B common stock” means the Class B common stock, par value $0.0001, of Blue Water.
“Closing” means the closing of the Business Combination.

“Code” means the Internal Revenue Code, as amended.

“Combined Entity” or “New Blue Water” means Blue Water after giving effect to the Business Combination,
and which will include Clarus and any other direct or indirect subsidiaries of Blue Water to the extent reasonably
applicable.

“Common Stock” means any of the Class A common stock and the Class B common stock.
“DGCL” means the General Corporation Law of the State of Delaware, as amended.
“Effective Time” means the effective time of the Merger in accordance with the Merger Agreement.

“Exchange Act” means the Securities Exchange Act of 1934, as amended.



“Extension Warrants” means any warrants issued to the Sponsor or its affiliates or designees in connection
with additional funds deposited by the Sponsor to the Trust Account to extend the period of time to consummate a
Business Combination up to two times, each by an additional three months (for a total of up to 18 months to complete
a Business Combination).

“FDA” means the U.S. Food and Drug Administration.
“Founder Shares” means Class B common stock purchased by the Sponsor on June 30, 2020.
“Marcum” means Marcum LLP, Blue Water’s independent registered public accounting firm.

“Merger” means the merger of Merger Sub with and into Clarus, with Clarus continuing as the surviving
corporation and as a wholly-owned subsidiary of Blue Water, in accordance with the terms of the Merger Agreement.

“Merger Agreement” means the Agreement and Plan of Merger, dated April 27, 2021, and as it may further be
amended or supplemented from time to time, by and among Blue Water, Merger Sub and Clarus.

“Merger Sub” means Blue Water Merger Sub Corp., a Delaware corporation and wholly-owned subsidiary of
Blue Water.

“New Blue Water common stock” means the common stock, par value $0.0001 per share, of Blue Water (which
will be renamed Clarus Therapeutics Holdings, Inc.) following the Business Combination; such common stock was
previously designated Class A common stock of Blue Water, and New Blue Water common stock will include any
shares of Class B common stock that are converted into Class A common stock in connection with the Closing
pursuant to the Blue Water Charter.

“Placement Warrants” means 3,445,000 warrants to purchase shares of Class A common stock issued to the
Sponsor in the Private Placement (including the additional warrants purchased after the Blue Water IPO in connection
with the overallotment securities issued to Blue Water’s underwriters). Each Placement Warrant entitles the holder
thereof to purchase one share of Class A common stock for $11.50 per share.

“Private Placement” means the private placement consummated simultancously with the Blue Water IPO in
which Blue Water issued to the Sponsor the Placement Warrants.

“Proposals” means the Business Combination Proposal, the Charter Amendment Proposals, the Director
Election Proposal, the Incentive Plan Proposal, the ESPP Proposal and the Adjournment Proposal.

“Public Shares” means Class A common stock underlying the Units sold in the Blue Water IPO, including any
overallotment securities acquired by Blue Water’s underwriters.

“Public Warrants” means warrants underlying the Units issued in the Blue Water IPO. Each Public Warrant
entitles the holder thereof to purchase one share of Class A common stock for $11.50 per share.

“Redemption” means the right of the holders of Class A common stock to have their shares redeemed in
accordance with the procedures set forth in this proxy statement/prospectus and the Blue Water Charter.

“Required Proposals” means the Business Combination Proposal, the Charter Amendment Proposals, the
Director Election Proposal, and the Incentive Plan Proposal.

“RSM” means RSM US LLP, Clarus’s independent registered public accounting firm.
“SEC” means the U.S. Securities and Exchange Commission.

“Securities Act” means the Securities Act of 1933, as amended.

“Sponsor” means Blue Water Sponsor LLC.

“T” means testosterone.



“Trust Account” means the trust account of Blue Water, which holds the net proceeds of the Blue Water IPO,
including from overallotment securities sold by Blue Water’s underwriters, and the sale of the Placement Warrants,
together with interest earned thereon, less amounts released to pay tax obligations and up to $50,000 for dissolution
expenses, and amounts paid pursuant to redemptions.

“U.S. GAAP” means generally accepted accounting principles in the United States.

“Units” means Units issued in the Blue Water IPO, including any overallotment securities acquired by Blue
Water’s underwriters, consisting of one share of Class A common stock and one Public Warrant.

“Warrants” means any of the Placement Warrants, the Public Warrants, the Working Capital Warrants (if any),
and the Extension Warrants (if any), excluding any warrants of Clarus.

“Working Capital Warrants” means any warrants issued to the Sponsor or its affiliates or Blue Water’s
officers or directors in connection with any loans made by them to Blue Water prior to the closing of Blue Water’s
initial business combination in accordance with the Blue Water IPO Prospectus. As described in the Blue Water IPO
Prospectus, up to $1,500,000 of such loans may be converted at the election of the applicable lender into warrants at a
price of $1.00 per warrant, which warrants would be identical to the Placement Warrants.



CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus (including the documents incorporated by reference herein) contains
forward-looking statements regarding, among other things, the plans, strategies and prospects, both business and
financial, of Blue Water and Clarus. These statements are based on the beliefs and assumptions of the management of
Blue Water and Clarus. Although Blue Water and Clarus believe that their respective plans, intentions and expectations
reflected in or suggested by these forward-looking statements are reasonable, neither Blue Water nor Clarus can assure
you that either will achieve or realize these plans, intentions or expectations. Forward-looking statements are inherently
subject to risks, uncertainties and assumptions. Generally, statements that are not historical facts, including statements
concerning possible or assumed future actions, business strategies, events or results of operations, are forward-looking
statements. These statements may be preceded by, followed by or include the words “anticipate,” “believe,” “continue,”
“could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,” “possible,” “potential,” “predict,” “project,” “should,”
“would” or similar expressions, but the absence of these words does not mean that a statement is not forward-looking.
Neither RSM, Clarus’s independent auditor, nor Marcum, Blue Water’s independent auditor, has examined, compiled
or otherwise applied procedures with respect to the accompanying forward-looking financial information presented
herein and, accordingly, expresses no opinion or any other form of assurance on it. The report of RSM included in this
proxy statement/prospectus relates to historical financial information of Clarus, and the report of Marcum included in
this proxy statement/prospectus relates to historical financial information of Blue Water. Neither report extends to the
forward-looking information and should not be read as if it does. Forward-looking statements contained in this proxy
statement/prospectus include, but are not limited to, statements about:
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. the ability of Blue Water and Clarus prior to the Business Combination to meet the Closing conditions to
the Business Combination, including approval by stockholders of Blue Water and Clarus of the Business
Combination and related proposals, and the availability of at least $5,000,001 in net tangible assets, after
giving effect to redemptions of public shares, if any;

. the ability of the Combined Entity following the Business Combination, to realize the benefits from the
Business Combination;

. the ability of Blue Water to complete the Business Combination;
. the occurrence of any event, change or other circumstances that could give rise to the termination of the
Merger Agreement;

. the ability of Blue Water and Clarus prior to the Business Combination, and the Combined Entity following
the Business Combination, to obtain and/or maintain the listing of New Blue Water common stock on
Nasdaq following the Business Combination;

. future financial performance following the Business Combination;
. public securities’ potential liquidity and trading;
. the use of proceeds not held in the Trust Account or available to Blue Water from interest income on the

Trust Account balance;
. the impact from the outcome of any known and unknown litigation;

. the ability of the Combined Entity to forecast and maintain an adequate rate of revenue growth and
appropriately plan its expenses;

. expectations regarding future expenditures of the Combined Entity following the Business Combination;

. the future mix of revenue and effect on gross margins of the Combined Entity following the Business
Combination;

. the attraction and retention of qualified directors, officers, employees and key personnel of Blue Water and

Clarus prior to the Business Combination, and the Combined Entity following the Business Combination;
. the ability of the Combined Entity to compete effectively in a competitive industry;

. the ability to protect and enhance Clarus’s corporate reputation and brand;



. expectations concerning Clarus’s relationships and actions with third parties;

. the impact from future regulatory, judicial, and legislative changes in Clarus’s or the Combined Entity’s
industry;
. the ability to locate and acquire complementary products or product candidates and integrate those into

Clarus’s or the Combined Entity’s business;
. future arrangements with, or investments in, other entities or associations;

. intense competition and competitive pressures from other companies in the industries in which the
Combined Entity will operate; and

. other factors detailed under the section entitled “Risk Factors.”

These forward-looking statements are based on information available as of the date of this proxy
statement/prospectus, and current expectations, forecasts and assumptions, and involve a number of risks and
uncertainties. Accordingly, forward-looking statements should not be relied upon as representing our views as of any
subsequent date, and we do not undertake any obligation to update forward-looking statements to reflect events or
circumstances after the date they were made, whether as a result of new information, future events or otherwise, except
as may be required under applicable securities laws.

In addition, statements that Blue Water or Clarus “believes” and similar statements reflect such party’s beliefs
and opinions on the relevant subject. These statements are based upon information available to such party as of the date
of this prospectus/proxy statement, and while such party believes such information forms a reasonable basis for such
statements, such information may be limited or incomplete, and these statements should not be read to indicate that
either Blue Water or Clarus has conducted an exhaustive inquiry into, or review of, all potentially available relevant
information. These statements are inherently uncertain and investors are cautioned not to unduly rely upon these
statements.

You should not place undue reliance on these forward-looking statements in deciding how to grant your proxy or
instruct how your vote should be cast or vote your shares on the proposals set forth in this proxy statement/prospectus.
As a result of a number of known and unknown risks and uncertainties, the actual results or performance of Blue
Water, Clarus and/or the Combined Entity may be materially different from those expressed or implied by these
forward-looking statements. Some factors that could cause Blue Water’s, Clarus’s or the Combined Entity’s actual
results to differ include:

. the occurrence of any event, change or other circumstances that could give rise to the termination of the
Merger Agreement;
. the outcome of any legal proceedings that may be instituted against Blue Water, Clarus, the Combined

Entity or others following announcement of the Merger Agreement and the transactions contemplated
therein or following consummation of the Business Combination;

. the inability to complete the transactions contemplated by the Merger Agreement due to the failure to
obtain approval of the stockholders of Blue Water or Clarus or other conditions to closing in the Merger
Agreement;

. the risk that the proposed transaction disrupts current plans and operations as a result of the announcement

and consummation of the Business Combination;

. the ability to recognize the anticipated benefits of the Business Combination, which may be affected by,
among other things, the ability of the Combined Entity to grow and manage growth profitably, maintain
relationships with customers, compete within its industry and retain its key employees;

. costs related to the proposed Business Combination;

. the possibility that Blue Water, Clarus or the Combined Entity may be adversely impacted by other
economic, business, and/or competitive factors;

. risks related to the global COVID-19 pandemic;



. future exchange and interest rates; and

. other risks and uncertainties indicated in this proxy statement/prospectus, including those under “Risk
Factors” herein, and other filings that have been made or will be made with the SEC by Blue Water or the
Combined Entity.

These and other factors that could cause actual results to differ from those implied by the forward-looking
statements in this proxy statement/prospectus are more fully described under the heading “Risk Factors” and elsewhere
in this proxy statement/prospectus. The risks described under the heading “Risk Fuactors” are not exhaustive. Other
sections of this proxy statement/prospectus describe additional factors that could adversely affect the business,
financial condition or results of operations of Blue Water and Clarus prior to the Business Combination, and the
Combined Entity following the Business Combination. New risk factors emerge from time to time and it is not
possible to predict all such risk factors, nor can Blue Water or Clarus assess the impact of all such risk factors on
the business of Blue Water and Clarus prior to the Business Combination, and the Combined Entity following the
Business Combination, or the extent to which any factor or combination of factors may cause actual results to differ
materially from those contained in any forward-looking statements. Forward-looking statements are not guarantees of
performance. All forward-looking statements attributable to Blue Water or Clarus or persons acting on their behalf are
expressly qualified in their entirety by the foregoing cautionary statements.



QUESTIONS AND ANSWERS

The following questions and answers briefly address some commonly asked questions about the proposals to be

presented at the Blue Water Special Meeting. The following questions and answers do not include all the information
that is important to stockholders of Blue Water. We urge the stockholders of Blue Water to read carefully this entire
proxy statement/prospectus, including the annexes and other documents referred to herein.

QUESTIONS AND ANSWERS ABOUT THE BLUE WATER PROPOSALS

Q.
A.

Why am I receiving this proxy statement/prospectus?

Blue Water stockholders are being asked to consider and vote upon a proposal to approve the Business
Combination contemplated by the Merger Agreement, among other proposals. Pursuant to the Merger set forth
in the Merger Agreement, Clarus will become a wholly-owned subsidiary of Blue Water. A copy of the Merger
Agreement is attached to this proxy statement/prospectus as Annex A.

This proxy statement/prospectus and its annexes contain important information about the proposed Business
Combination and the other matters to be acted upon at the Blue Water Special Meeting. You should read this
proxy statement/prospectus and its annexes carefully and in their entirety.

THE VOTE OF BLUE WATER STOCKHOLDERS IS IMPORTANT. BLUE WATER STOCKHOLDERS
ARE URGED TO SUBMIT THEIR PROXIES AS SOON AS POSSIBLE AFTER CAREFULLY
REVIEWING THIS PROXY STATEMENT/PROSPECTUS AND ITS ANNEXES AND CAREFULLY
CONSIDERING EACH OF THE PROPOSALS BEING PRESENTED AT THE MEETING.

Below are proposals on which Blue Water stockholders are being asked to vote.
1) The Business Combination Proposal (Proposal 1).
Subject to the terms and conditions set forth in the Merger Agreement, at the Effective Time:

(a) the outstanding shares of Class A common stock, par value $0.0001 per share, of Blue Water,
including any shares of Class B common stock, par value $0.0001 per share, of Blue Water that are
converted into Blue Water Class A common stock in accordance with Blue Water’s amended and
restated certificate of incorporation, will be redesignated as common stock, par value $0.0001 per
share, of Clarus Therapeutics Holdings, Inc. (which will be the new name of Blue Water after the
Closing, as described below) (referred to herein as “New Blue Water common stock™);

(b) (i) certain shares of preferred stock of Clarus (such shares, the “Clarus Consideration-Receiving
Preferred Stock”) and certain convertible and non-convertible notes of Clarus (such notes, the
“Clarus Consideration-Receiving Notes”) will be canceled and converted into the right to receive,
in the aggregate, a number of New Blue Water common stock with an aggregate value equal to
17,929,832 shares of New Blue Water Class A common stock, subject to adjustment to account for
the net indebtedness of Clarus as of the Closing, net of its cash and cash equivalents (“Closing Net
Indebtedness”), divided by $10.20; plus (ii) 1,500,000 shares of New Blue Water Class A Common
Stock issuable to the holders of certain non-convertible promissory notes of Clarus in exchange for
$10.0 million of the aggregate principal amount of such notes and certain outstanding royalty rights;
plus (iii) a number of shares of New Blue Water Class A common stock equal to the outstanding
balance (principal and interest) at Closing of convertible and non-convertible promissory notes of
Clarus issued between the date of the Merger Agreement and Closing divided by $10.00, provided
that Clarus may elect, in its discretion to instead pay off the outstanding balance of, and any
redemption premium on, the non-convertible promissory notes at Closing; (i) through (iii) constitute
the “Merger Consideration”;

(c) all shares of Clarus stock other than the Clarus Consideration-Receiving Preferred Stock will be
canceled, retired and terminated without any consideration or any liability to Clarus with respect
thereto;



(d) certain warrants to purchase Clarus stock will be converted into Clarus Converting Warrants; and

(e) all outstanding options, warrants or rights to subscribe for or purchase any capital stock of Clarus
or securities convertible into or exchangeable for, or that otherwise confer on the holder any right
to acquire any capital stock of Clarus (in each case, excluding the Clarus Consideration-Receiving
Notes and the Clarus Converting Warrants) that have not been exercised or converted prior to the
Effective Time will be canceled, retired and terminated.

In addition to the approval of the Proposals at the Blue Water Special Meeting, unless waived by the parties to the
Merger Agreement, in accordance with applicable law, the closing of the Business Combination is subject to a number
of conditions set forth in the Merger Agreement including, among others, receipt of the requisite stockholder approval
contemplated by this proxy statement/prospectus. For more information about the closing conditions to the Business
Combination, see the section titled “Business Combination Proposal — Conditions to the Closing.”

The Merger Agreement may be terminated at any time prior to the Closing of the Business Combination upon
agreement of Clarus and Blue Water, or by Clarus or Blue Water acting alone, in specified circumstances. For more
information about the termination rights under the Merger Agreement, see the section titled “Business Combination
Proposal — Termination.”

Pursuant to the Blue Water Charter, in connection with the Business Combination, holders of Public Shares may
elect to have their shares redeemed for cash at the applicable redemption price per share calculated in accordance with
the Blue Water Charter. As of July 16, 2021, the pro rata portion of the funds available in the Trust Account for the
Public Shares was approximately $10.20 per share. If a holder exercises its redemption rights in connection with the
Business Combination, then such holder will be exchanging its Class A common stock for cash and will only have
equity interests in the Combined Entity pursuant to its right to the exercise of its Public Warrants, to the extent it still
holds Public Warrants. Such a holder will be entitled to receive cash for its Public Shares only if it properly demands
redemption and delivers its shares (either physically or electronically) to our transfer agent at least two business days
prior to the Blue Water Special Meeting. Holders of Public Shares may elect to redeem their shares whether or not such
shares are voted at the Blue Water Special Meeting. See the section titled “Blue Water Special Meeting — Redemption
Rights”

The transactions contemplated by the Merger Agreement will be consummated only if the Business Combination
Proposal, the Charter Amendment Proposals, the Director Election Proposal and the Incentive Plan Proposal are
approved at the Blue Water Special Meeting. In addition, the Charter Amendment Proposals, the Director Election
Proposal and the Incentive Plan Proposal are conditioned on the approval of the Business Combination Proposal (and
the Business Combination Proposal is conditioned on the approval of the Charter Amendment Proposals, the Director
Election Proposal and the Incentive Plan Proposal). The Adjournment Proposal is not conditioned on the approval of
any other proposal set forth in this proxy statement/prospectus.

The Combined Entity’s board of directors will increase to seven members upon the closing of the Business
Combination. In accordance with the Amended Charter to be filed immediately after the closing of the Business
Combination, the board of directors of the Combined Entity will be divided into three classes, with each director to
serve for a three-year term, except for the initial terms after the Closing. At each annual general meeting of stockholders
of the Combined Entity, the successors to directors whose terms then expire will be elected to serve from the time of
election and qualification until the third annual meeting following the election. See the Charter Amendment Proposals
below for more information.

The Business Combination involves numerous risks. For more information about these risks, see the section
titled “Risk Factors.”

2) The Charter Amendment Proposals (Proposals 2 through 5).

Blue Water stockholders will be asked to approve and adopt, subject to and conditional on (but with immediate
effect therefrom) approval of each of the Business Combination Proposal, the Charter Amendment Proposals, the
Director Election Proposal and the Incentive Plan Proposal and the consummation of the Business Combination,



a second amendment and restatement of the Blue Water Charter, as set out in the draft second amended and restated
version of Blue Water’s certificate of incorporation appended to this proxy statement/prospectus as Annex B (the
“Amended Charter”), for the following amendments (collectively, the “Charter Amendment Proposals™):

(a) To provide that the name of New Blue Water shall be changed to “Clarus Therapeutics Holdings,
Inc.” (Proposal 2);

(b) To provide for the structure of the post-Closing board of directors of the Combined Entity, split into
three classes of as even size as practicable, Class I, 11, and III each to serve a term of three (3) years,
except for the initial term, for which the Class I directors will be up for reelection at the first annual
meeting of stockholders occurring after the Closing, and for which the Class II directors will be up
for reelection at the second annual meeting of stockholders occurring after the Closing. Directors
will not be able to be removed during their term except for cause, and then only by the affirmative
vote of only by the affirmative vote of the holders of not less than two thirds (2/3) of the outstanding
shares of capital stock then entitled to vote at an election of directors. The size of the board of
directors of the Combined Entity shall be determined by resolution of the board of directors of the
Combined Entity but will initially be seven (7) (Proposal 3);

(¢) To remove and change certain provisions in the Blue Water Charter related to Blue Water’s status
as a special purpose acquisition company, including the deletion of Article IX of the Blue Water
Charter in its entirety (Proposal 4); and

(d) Conditioned on the approval of Proposals 2-4, a proposal to approve the proposed Amended Charter
in the form attached as Annex B hereto, which includes the approval of all other changes in the
proposed charter in connection with replacing the existing Blue Water Charter with the proposed
Amended Charter as of the Effective Time (Proposal 5).

3) The Director Election Proposal (Proposal 6)

To consider and vote upon a proposal to elect seven (7) directors to serve on the Combined Entity’s board of
directors effective from the consummation of the Business Combination until the 2022 annual meeting of stockholders
and until their respective successors are duly elected and qualified (Proposal 6).

4) The Incentive Plan Proposal (Proposal 7)

Blue Water is proposing that its stockholders approve and adopt the Equity Incentive Plan, which will become
effective upon the Closing of the Business Combination.

The Equity Incentive Plan will reserve a number of shares of New Blue Water common stock equal to 10% of the
fully diluted amount of New Blue Water common stock to be outstanding immediately following consummation of the
Business Combination for issuance for awards in accordance with the terms of the Equity Incentive Plan. The purpose
of the Equity Incentive Plan is to assist in attracting, retaining, motivating, and rewarding certain key employees,
officers, directors, and consultants of Blue Water and its affiliates and promoting the creation of long-term value
for stockholders of Blue Water by closely aligning the interests of such individuals with those of other stockholders.
The Equity Incentive Plan authorizes the award of share-based incentives to encourage eligible employees, officers,
directors, and consultants, as described below, to expend maximum effort in the creation of stockholder value.

A summary of the Equity Incentive Plan is set forth in the “The Incentive Plan Proposal” section of this
proxy statement/prospectus and a complete copy of the Equity Incentive Plan is attached hereto as Annex C. You are
encouraged to read the Equity Incentive Plan in its entirety.

5) The ESPP Proposal (Proposal 8)

Blue Water is proposing that its stockholders approve and adopt the ESPP, which will become effective upon the
Closing of the Business Combination.

The ESPP will reserve a number of shares of New Blue Water common stock for issuance under the terms of
the ESPP. The purpose of the ESPP provides employees with an opportunity to acquire shares of New Blue Water’s
common stock and will enable us to attract, retain and motivate valued employees.

A summary of the ESPP is set forth in the “The ESPP Proposal” section of this proxy statement/prospectus and
a complete copy of the ESPP is attached hereto as Annex D. You are encouraged to read the ESPP in its entirety.
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6) The Adjournment Proposal (Proposal 9)

To consider and vote upon a proposal to adjourn the Blue Water Special Meeting to a later date or dates, if

necessary, to permit further solicitation and vote of proxies if, based upon the tabulated vote at the time of the Blue
Water Special Meeting, there are not sufficient votes to approve the Business Combination Proposal, the Charter
Amendment Proposals, the Director Election Proposal, the Incentive Plan Proposal or the ESPP Proposal.

Q:
A:

When and where will the Blue Water Special Meeting take place?

The Blue Water Special Meeting will be held on August 12, 2021, at 10:00 a.m., Eastern Time, via live audio
webcast at https://www.cstproxy.com/bluewateracquisition/2021 or such other date, time and place to which
such meeting may be adjourned or postponed, to consider and vote upon the proposals.

Are the proposals conditioned on one another?

Unless the Business Combination Proposal is approved, the Charter Amendment Proposals, the Director
Election Proposal, the Incentive Plan Proposal and the ESPP Proposal will not be presented to the stockholders
of Blue Water at the Blue Water Special Meeting, insofar as the Charter Amendment Proposals, the Director
Election Proposal, the Incentive Plan Proposal and the ESPP Proposal are conditioned on the approval of the
Business Combination Proposal (and the Business Combination Proposal is conditioned on the approval of the
Charter Amendment Proposals, the Director Election Proposal and the Incentive Plan Proposal (but not the
ESPP Proposal). The Adjournment Proposal is not conditioned on the approval of any other proposal set forth
in this proxy statement/prospectus. It is important for you to note that if the Business Combination Proposal
does not receive the requisite vote for approval, we will not consummate the Business Combination. If Blue
Water does not consummate the Business Combination and fails to complete an initial business combination
by December 17, 2021 (or June 17, 2022 if Blue Water extends the period of time to consummate a business
combination), Blue Water will be required, in accordance with the Blue Water Charter, to dissolve and liquidate
its Trust Account by returning the then remaining funds in such account (less amounts released to pay tax
obligations and up to $50,000 for dissolution expenses, and amounts paid pursuant to redemptions) to its public
stockholders, unless it seeks and obtains the approval of Blue Water stockholders to amend the Blue Water
Charter to extend such date.

‘What will happen in the Business Combination?

At the Closing, Merger Sub will merge with and into Clarus, with Clarus surviving such Merger, as a result
of which certain Clarus securityholders (except those who properly exercise appraisal rights under applicable
Delaware law) will receive newly issued shares of New Blue Water common stock, and other outstanding
Clarus securities will be terminated and canceled without consideration. Upon consummation of the Business
Combination, Clarus will become a wholly-owned subsidiary of Blue Water and Blue Water will change its name
to Clarus Therapeutics Holdings, Inc. After the Closing of the Business Combination, the cash held in the Trust
Account will be released from the Trust Account and used to pay each of Blue Water’s and Clarus’s transaction
expenses and other liabilities of Blue Water due as of the Closing, and for working capital and general corporate
purposes. A copy of the Merger Agreement is attached to this proxy statement/prospectus as Annex A.

What equity stake will current stockholders of Blue Water and Clarus securityholders and noteholders
hold in the Combined Entity after the Closing?

It is anticipated that, upon the completion of the Business Combination, Blue Water’s public stockholders
will retain an ownership interest of approximately 24.0% of the outstanding capital stock of the Combined
Entity, the Sponsor will retain an ownership interest of approximately 6.0% of the outstanding capital stock
of the Combined Entity and the Clarus securityholders and noteholders will own approximately 70.0% of the
outstanding capital stock of the Combined Entity. The foregoing ownership percentages with respect to the
Combined Entity following the Business Combination exclude any outstanding Warrants and assume that
(i) there are no redemptions of any shares by Blue Water’s public stockholders in connection with the Business
Combination, (ii) the negative Closing Net Indebtedness is $43.1 million (which is the maximum provided in
the Merger Agreement), (iii) no awards are issued under the Equity Incentive Plan and (iv) no Working Capital
Warrants or Extension Warrants are issued. If the actual facts are different than these assumptions (which they
are likely to be), the percentage ownership retained by Blue Water’s existing stockholders in the Combined
Entity will be different.
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See the section titled “Unaudited Pro Forma Condensed Combined Financial Information” for further
information.

What conditions must be satisfied to complete the Business Combination?

There are a number of closing conditions in the Merger Agreement, including the approval by the stockholders
of Blue Water of the Business Combination Proposal, the Charter Amendment Proposals, the Director
Election Proposal and the Incentive Plan Proposal. The Charter Amendment Proposals, the Director Election
Proposal, the Incentive Plan Proposal and the ESPP Proposal are subject to and conditioned on the approval
of the Business Combination Proposal. The Business Combination Proposal is subject to and conditioned
on the approval of the Charter Amendment Proposals, the Director Election Proposal and the Incentive Plan
Proposal (but not the ESPP Proposal). For a summary of the conditions that must be satisfied or waived prior
to the closing of the Business Combination, see the section titled “The Business Combination Proposal — The
Merger Agreement.”

Why is Blue Water providing stockholders with the opportunity to vote on the Business Combination?

Under the Blue Water Charter, Blue Water must provide all holders of its Public Shares with the opportunity
to have their Public Shares redeemed upon the consummation of Blue Water’s initial business combination
either in conjunction with a tender offer or in conjunction with a stockholder vote. For business and other
reasons, Blue Water has elected to provide its stockholders with the opportunity to have their Public Shares
redeemed in connection with a stockholder vote rather than a tender offer. Therefore, Blue Water is seeking
to obtain the approval of its stockholders of the Business Combination Proposal in order to allow its public
stockholders to effectuate redemptions of their Public Shares in connection with the closing of the Business
Combination.

Did the Blue Water Board obtain a third-party valuation or fairness opinion in determining whether or
not to proceed with the Business Combination?

No. The Blue Water Board did not obtain a third-party valuation or fairness opinion in connection with its
determination to approve the Business Combination. In analyzing the Business Combination, the Blue Water
Board and Blue Water’s management conducted due diligence on Clarus and researched the industry in
which Clarus operates and concluded that the Business Combination was in the best interest of Blue Water’s
stockholders. Accordingly, you will be relying solely on the judgment of the Blue Water Board in valuing Clarus
and assuming the risk that the Blue Water Board may not have properly valued such business. For a discussion of
the material factors considered by the Blue Water Board in approving the Business Combination, see the section
titled “The Business Combination Proposal (Proposal 1) — The Board’s Reasons for Approval of the Business
Combination” in this proxy statement/prospectus.

Are there any arrangements to help ensure that Blue Water will have sufficient funds, together with the
proceeds in its Trust Account, to consummate the Business Combination?

Yes. In connection with the Merger Agreement, on April 27, 2021, Blue Water, Clarus, and certain Clarus
equityholders and noteholders party thereto entered into a Transaction Support Agreement (the “Transaction
Support Agreement”) pursuant to which, among other things, the Clarus equityholders party thereto agreed
to provide to Clarus up to $15.0 million in operational funding, memorialized by convertible notes (of
which approximately $7.2 million was funded prior to April 27, 2021), with a possibility of an additional
$20.0 million in excess operational funding. Approximately $17.2 million (e.g., the already-funded portion)
of such funding will convert at the Effective Time into the right to receive Merger Consideration at a per-share
conversion value of $10.20, and the remainder of such operational funding and any excess operational funding
provided by the Clarus equityholders and the Clarus noteholders prior to the Effective Time will convert at
the Effective Time into the right to receive Merger Consideration at a per-share conversion value of $10.00. In
addition, the Clarus noteholders party to the Transaction Support Agreement agreed to transfer to Blue Water,
at the Effective Time, $10.0 million of the outstanding aggregate principal amount of their notes and certain
outstanding royalty rights in exchange for 1.5 million shares of New Blue Water Class A common stock. In
addition, Blue Water and/or Clarus may seek to arrange for additional third-party financing which may be in
the form of debt (including bank debt or convertible notes) or equity, the proceeds of which would be used for
a variety of purposes.
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How many votes do I have at the Blue Water Special Meeting?

Blue Water stockholders are entitled to one vote at the Blue Water Special Meeting for each share of Blue Water
common stock held of record as of July 16, 2021, the record date for the Blue Water Special Meeting (the “Record
Date”). Holders of Class A common stock and Class B common stock will vote together as one class. As of the
close of business on the Record Date, there were 7,245,000 outstanding shares of Blue Water common stock.

‘What vote is required to approve the proposals presented at the Blue Water Special Meeting?

The approval of the Charter Amendment Proposals requires the affirmative vote of a majority of the issued and
outstanding Blue Water common stock as of the Record Date. Accordingly, a Blue Water stockholder’s failure to
vote by proxy or to vote in person at the Blue Water Special Meeting or an abstention will have the same effect
as a vote “AGAINST” the Charter Amendment Proposals.

The approval of Business Combination Proposal, the Incentive Plan Proposal, the ESPP Proposal and the
Adjournment Proposal each require the affirmative vote of the holders of a majority of the shares of Blue Water
common stock cast by the stockholders represented in person or by proxy and entitled to vote thereon at the
Blue Water Special Meeting. A Blue Water stockholder’s failure to vote by proxy or to vote in person at the
Blue Water Special Meeting will not be counted towards the number of shares of Blue Water common stock
required to validly establish a quorum, and if a valid quorum is otherwise established, it will have no effect on
the outcome of the vote on the Business Combination Proposal, the Incentive Plan Proposal, the ESPP Proposal
or the Adjournment Proposal. Abstentions will be counted towards the number of shares of Blue Water common
stock required to validly establish a quorum but will have no effect on the outcome of the vote on the Business
Combination Proposal, the Incentive Plan Proposal, the ESPP Proposal or the Adjournment Proposal.

The approval of the Director Election Proposal requires a plurality vote of the shares of Blue Water common
stock cast by the stockholders represented in person or by proxy and entitled to vote thereon at the Blue Water
Special Meeting. A plurality means that the individuals who receive the largest number of votes cast “FOR” are
elected as directors. A Blue Water stockholder’s failure to vote by proxy or to vote in person at the Blue Water
Special Meeting will have no effect on the Director Election Proposal. You may vote “FOR” or “WITHHOLD”
authority to vote for each of the director nominees with respect to the Director Election Proposal. “Withhold”
votes will be counted towards the number of shares of Blue Water common stock required to validly establish a
quorum but will have no effect on the outcome of the vote on the Director Election Proposal.

If the Business Combination Proposal is not approved, the Charter Amendment Proposals, the Director
Election Proposal, the Incentive Plan Proposal and the ESPP Proposal will not be presented to the Blue Water
stockholders for a vote. The approval of the Business Combination Proposal, the Charter Amendment Proposals,
the Director Election Proposal and the Incentive Plan Proposal (but not the ESPP Proposal) are preconditions to
the consummation of the Business Combination.

Our Sponsor, directors and officers have agreed to vote their shares in favor of the Business Combination,
including the Business Combination Proposal and the other Proposals. As a result, we would need only 2,185,001,
or approximately 38.0%, of the 5,750,000 Public Shares, to be voted in favor of the Business Combination in
order to have the Business Combination approved, assuming all outstanding shares are voted.

May Blue Water, the Sponsor or Blue Water’s directors, officers, advisors or their affiliates purchase
shares in connection with the Business Combination?

In connection with the stockholder vote to approve the proposed Business Combination, Blue Water’s Sponsor,
directors, officers or advisors or their respective affiliates may privately negotiate transactions to purchase
shares from Blue Water stockholders who would have otherwise elected to have their shares redeemed in
conjunction with a proxy solicitation pursuant to the proxy rules for a per-share pro rata portion of the Trust
Account. None of Blue Water’s Sponsor, directors, officers or advisors or their respective affiliates will make
any such purchases when they are in possession of any material non-public information not disclosed to the
seller or during a restricted period under Regulation M under the Exchange Act. Such a purchase would include
a contractual acknowledgement that such stockholder, although still the record holder of Blue Water shares, is no
longer the beneficial owner thereof and therefore agrees not to exercise its redemption rights, and could include
a contractual provision that directs such stockholder to vote such shares in a manner directed by the purchaser. In
the event that Blue Water’s Sponsor, directors, officers or advisors or their affiliates purchase shares in privately

13



negotiated transactions from public stockholders who have already elected to exercise their redemption rights,
such selling stockholders would be required to revoke their prior elections to redeem their shares. Any such
privately negotiated purchases may be effected at purchase prices that are below or in excess of the per-share pro
rata portion of the Trust Account.

What constitutes a quorum at the Blue Water Special Meeting?

Holders of a majority in voting power of Blue Water common stock issued and outstanding and entitled to vote
at the Blue Water Special Meeting constitute a quorum. In the absence of a quorum, the chairman of the meeting
has power to adjourn the Blue Water Special Meeting. As of the Record Date, 3,622,501 shares of Blue Water
common stock would be required to achieve a quorum.

How will the Sponsor, directors and officers of Blue Water vote?

The Sponsor, as Blue Water’s initial stockholder, has agreed to vote its Founder Shares (as well as any Public
Shares purchased during or after the Blue Water IPO) in favor of the initial business combination, including
the Business Combination Proposal, the Charter Amendment Proposals, the Director Election Proposal and
the Incentive Plan Proposal. Accordingly, if Blue Water seeks stockholder approval of its initial business
combination, it is more likely that the necessary stockholder approval will be received than would be the case if
the Sponsor agreed to vote their Founder Shares in accordance with the majority of the votes cast by Blue Water’s
public stockholders.

As a result, we would need only 2,185,001, or approximately 38.0%, of the 5,750,000 Public Shares, to be
voted in favor of the Business Combination in order to have the Business Combination approved, assuming all
outstanding shares are voted.

What interests do Blue Water’s current officers and directors have in the Business Combination?

Ms. Kimberly Murphy and Mr. Joseph Hernandez will remain as directors of the Combined Entity following
the Business Combination. None of the Sponsor or current officers or directors of Blue Water will receive any
interest in the Business Combination other than the interests they owned prior to the Business Combination or
as described above. The interests of the Sponsor or current officers or directors of Blue Water may be different
from or in addition to (and which may conflict with) your interest. These interests include:

. unless Blue Water consummates an initial business combination, Blue Water’s officers and directors and
the Sponsor will not receive reimbursement for any out-of-pocket expenses incurred by them to the extent
that such expenses exceed the amount of available proceeds not deposited in the Trust Account;

. as a condition to the Blue Water IPO, the Founder Shares became subject to a lock-up whereby, subject
to certain limited exceptions, the Founder Shares cannot be transferred for 180 days following the
consummation of an initial business combination;

. the Placement Warrants purchased by the Sponsor, will be worthless if a business combination is not
consummated;

. the Sponsor has agreed that the Placement Warrants, and all of their underlying securities, will not be
sold or transferred by it until after Blue Water has completed a business combination, subject to limited
exceptions;

. the fact that the Sponsor paid an aggregate of $25,000 for its Founder Shares and such securities will have
a significantly higher value at the time of the Business Combination;

. the fact that the Sponsor has agreed not to redeem any of the Founder Shares in connection with a
stockholder vote to approve a proposed initial business combination;

. the Sponsor may loan to Blue Water additional funds for working capital purposes prior to the Business
Combination. There are no working capital loans from the Sponsor currently outstanding. If the Business
Combination is not consummated and Blue Water does not otherwise consummate another business
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combination prior to December 17, 2021 (or June 17, 2022 if Blue Water extends the period of time
to consummate a business combination), then there will likely be insufficient funds to pay the working
capital loans;

. $575,000 may be loaned by the Sponsor or its affiliates or designees for each three-month extension (for
up to $1,150,000) of the time that we have to consummate a business combination, which amount may be
converted into Extension Warrants, at the price of $1.00 per warrant and such warrants would be identical
to the Placement Warrants, including as to exercise price, exercisability and exercise period;

. if Blue Water does not complete an initial business combination by December 17, 2021 (or June 17, 2022
if Blue Water extends the period of time to consummate a business combination), a portion of the proceeds
from the sale of the Placement Warrants will be included in the liquidating distribution to Blue Water’s
public stockholders and the Placement Warrants will expire worthless; and

. if the Trust Account is liquidated, including in the event Blue Water is unable to complete an initial business
combination within the required time period, the Sponsor has agreed to indemnify Blue Water to ensure
that the proceeds in the Trust Account are not reduced below $10.20 per Public Share by the claims of
prospective target businesses with which Blue Water has entered into an acquisition agreement or claims
of any third party for services rendered or products sold to Blue Water, but only if such a vendor or target
business has not executed a waiver of any and all rights to seek access to the Trust Account.

These interests may influence Blue Water’s directors in making their recommendation that you vote in favor of
the approval of the Business Combination.

What interests do Clarus’s current officers and directors have in the Business Combination?

Members of Clarus’s board of directors and its executive officers have interests in the Business Combination
that may be different from or in addition to (and which may conflict with) your interest. These interests include,
without limitation, the following:

. Dr. Robert E. Dudley, the Founder, Chairperson, Chief Executive Officer and President, and member of
the board of directors, of Clarus is expected to serve as a member of the board of directors, and the Chief
Executive Officer and President, of the Combined Entity after consummation of the Business Combination;

. Elizabeth Cermak, Alex Zisson and Mark Prygocki, each of whom currently serves on the board of
directors of Clarus, are expected to be directors of the Combined Entity after consummation of the
Business Combination;

. Richard Peterson, the current Chief Financial Officer of Clarus, Frank Jaeger, the current Chief Commercial
Officer of Clarus, and Steve Bourne, the current Chief Administrative Officer of Clarus, are expected to
serve as officers of the Combined Entity in their same respective roles;

. Clarus’s executive officers intend to enter into employment arrangements that are expected to become
effective in connection with the Business Combination;

. Incentive bonuses earned in 2020 (but not yet paid) by some Clarus executive officers become payable
shortly following the consummation of the Business Combination; and

. Upon consummation of the Business Combination, and subject to approval of the Incentive Plan Proposal,
Clarus’s executive officers are expected to receive grants of stock options and restricted stock units under
the Equity Incentive Plan from time to time as determined by the Compensation Committee.

Please see the sections entitled “Risk Factors” and “The Business Combination Proposal — Interests of Clarus's
Directors and Officers in the Business Combination” and “Executive Compensation of Clarus — Employment
Agreements with Our Named Executive Olfficers” of this proxy statement/prospectus for a further discussion of
these and other interests.

What happens if I sell my shares of Class A common stock before the Blue Water Special Meeting?

The Record Date is earlier than the date of the Blue Water Special Meeting. If you transfer your shares of
Class A common stock after the Record Date, but before the Blue Water Special Meeting, unless the transferee
obtains from you a proxy to vote those shares, you will retain your right to vote at the Blue Water Special
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Meeting. However, you will not be able to seek redemption of your shares because you will no longer be
able to deliver them for cancellation upon consummation of the Business Combination in accordance with the
provisions described herein. If you transfer your shares of Class A common stock prior to the Record Date, you
will have no right to vote those shares at the Blue Water Special Meeting.

‘What happens if a substantial number of the public stockholders vote in favor of the Business Combination
and exercise their redemption right?

Blue Water stockholders who vote in favor of the Business Combination may also nevertheless exercise their
redemption rights. Accordingly, the Business Combination may be consummated even though the funds available
from the Trust Account and the number of public stockholders are reduced as a result of redemptions by public
stockholders. Nonetheless, the consummation of the Business Combination is conditioned upon, among other
things, having at least $5,000,001 in net tangible assets immediately prior to or upon consummation of the
Business Combination as described herein. In addition, with fewer Public Shares and public stockholders, the
trading market for the Combined Entity’s stock may be less liquid than the market for Blue Water common stock
was prior to consummation of the Business Combination and the Combined Entity may not be able to meet the
listing standards for Nasdaq. In addition, with less funds available from the Trust Account, the working capital
infusion from the Trust Account into Clarus’s business will be reduced. As a result, the proceeds will be greater
in the event that no public stockholders exercise redemption rights with respect to their Public Shares for a pro
rata portion of the Trust Account as opposed to the scenario in which Blue Water’s public stockholders exercise
the maximum allowed redemption rights.

What happens if I vote against any of the Business Combination Proposal, the Charter Amendment
Proposals, the Director Election Proposal or the Incentive Plan Proposal?

If any of the Required Proposals are not approved, the Business Combination is not consummated and Blue
Water does not otherwise consummate an alternative business combination by December 17, 2021 (or June 17,
2022 if Blue Water extends the period of time to consummate a business combination), pursuant to the Blue
Water Charter, Blue Water will be required to dissolve and liquidate its Trust Account by returning the then
remaining funds in such account to the public stockholders, unless (in the event the Business Combination is
not consummated by June 17, 2022) Blue Water seeks and obtains the consent of its stockholders to amend
the Blue Water Charter to extend the date by which it must consummate its initial business combination (an
“Extension”).

Do I have redemption rights in connection with the Business Combination?

Pursuant to the Blue Water Charter, holders of Public Shares may elect to have their shares redeemed for cash at
the applicable redemption price per share calculated in accordance with the Blue Water Charter. As of July 16,
2021, based on funds in the Trust Account of $58,652,956.88 as of such date, the pro rata portion of the funds
available in the Trust Account for the redemption of public shares of Blue Water Class A common stock was
approximately $10.20 per share. If a holder exercises its redemption rights, then such holder will be exchanging
its Class A common stock for cash and will only have equity interests in the Combined Entity pursuant to
the exercise of its Public Warrants, to the extent it still holds Public Warrants. Such a holder will be entitled
to receive cash for its Public Shares only if it properly demands redemption and delivers its shares (either
physically or electronically) to Blue Water’s transfer agent prior to the Blue Water Special Meeting. See the
section titled “Blue Water Special Meeting — Redemption Rights” for the procedures to be followed if you wish
to redeem your shares for cash.

Will how I vote affect my ability to exercise redemption rights?

No. You may exercise your redemption rights whether or not you attend or vote your shares of Blue Water
common stock at the Blue Water Special Meeting, and regardless of how you vote your shares. As a result, the
Merger Agreement and the Required Proposals can be approved by stockholders who will redeem their shares
and no longer remain stockholders, leaving stockholders who choose not to redeem their shares holding shares
in a company with a potentially less liquid trading market, fewer stockholders, potentially less cash and the
potential inability to meet the listing standards of Nasdagq.
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How do I exercise my redemption rights?

In order to exercise your redemption rights, you must, prior to 5:00 p.m., Eastern Time, on August 10, 2021
(two (2) business days before the Blue Water Special Meeting), tender your shares physically or electronically
and submit a request in writing that we redeem your Public Shares for cash to Continental Stock Transfer & Trust
Company, our transfer agent, at the following address:

Continental Stock Transfer & Trust Company
One State Street Plaza, 30™ Floor

New York, New York 10004

Attn:  Mark Zimkind

E-mail: mzimkind@continentalstock.com

Please also affirmatively certify in your request to Continental Stock Transfer & Trust Company for redemption
if you “ARE” or “ARE NOT” acting in concert or as a “group” (as defined in Section 13(d)(3) of the Exchange
Act) with any other stockholder with respect to shares of Common Stock. A holder of the Public Shares, together
with any affiliate of his or any other person with whom he is acting in concert or as a “group” (as defined in
Section 13(d)(3) of the Exchange Act) will be restricted from seeking redemption rights with respect to more
than an aggregate of 15% of the Public Shares, which we refer to as the “15% threshold,” without the prior
consent of Blue Water. Accordingly, all Public Shares in excess of the 15% threshold beneficially owned by a
public stockholder or group will not be redeemed for cash.

Stockholders seeking to exercise their redemption rights and opting to deliver physical certificates should allot
sufficient time to obtain physical certificates from the transfer agent and time to effect delivery. It is Blue Water’s
understanding that stockholders should generally allot at least two weeks to obtain physical certificates from the
transfer agent. However, Blue Water does not have any control over this process and it may take longer than two
weeks. Stockholders who hold their shares in street name will have to coordinate with their bank, broker or other
nominee to have the shares certificated or delivered electronically.

Any demand for redemption, once made, may be withdrawn at any time until the deadline for exercising
redemption requests and thereafter, with Blue Water’s consent, until the vote is taken with respect to the Business
Combination. If you delivered your shares for redemption to Blue Water’s transfer agent and decide within the
required timeframe not to exercise your redemption rights, you may request that Blue Water’s transfer agent
return the shares (physically or electronically). You may make such request by contacting Blue Water’s transfer
agent at the phone number or address listed under the question “Who can help answer my questions?”” below.

What are the U.S. federal income tax consequences of exercising my redemption rights?

We expect that a U.S. holder (as defined herein) that exercises its redemption rights to receive cash from the
Trust Account in exchange for its Public Shares will generally be treated as selling such Public Shares resulting
in the recognition of capital gain or capital loss. There may be certain circumstances in which the redemption
may be treated as a distribution for U.S. federal income tax purposes depending on the amount of Public Shares
that a U.S. holder owns or is deemed to own (including through the ownership of Public Warrants). For a more
complete discussion of the U.S. federal income tax considerations of an exercise of redemption rights, see “The
Business Combination Proposal — United States Federal Income Tax Considerations of the Redemption.”

TAX MATTERS ARE COMPLICATED, AND THE TAX CONSEQUENCES OF EXERCISING YOUR
REDEMPTION RIGHTS WILL DEPEND ON THE FACTS OF YOUR OWN SITUATION. YOU
SHOULD CONSULT YOUR OWN TAX ADVISOR AS TO THE SPECIFIC TAX CONSEQUENCES OF
THE EXERCISE OF REDEMPTION RIGHTS TO YOU IN YOUR PARTICULAR CIRCUMSTANCES.

If I am a Warrant Holder, can I exercise redemption rights with respect to my Warrants?
No. The holders of Warrants have no redemption rights with respect to Warrants.
If I am a Unit holder, can I exercise redemption rights with respect to my Units?

No. Holders of outstanding Units must separate the constituent Public Shares and Public Warrants prior to
exercising redemption rights with respect to the Public Shares.
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If you hold Units registered in your own name, you must deliver the certificate for such Units to Continental
Stock Transfer & Trust Company, our transfer agent, with written instructions to separate such Units into Public
Shares, and Public Warrants. This must be completed far enough in advance to permit the mailing of the Public
Share certificates back to you so that you may then exercise your redemption rights upon the separation of the
Public Shares from the Units. See “How do I exercise my redemption rights?” above. The address of Continental
Stock Transfer & Trust Company is listed under the question “Who can help answer my questions?” below.

If a broker, dealer, commercial bank, trust company or other nominee holds your Units, you must instruct such
nominee to separate your Units. Your nominee must send written instructions by facsimile to Continental Stock
Transfer & Trust Company, our transfer agent. Such written instructions must include the number of Units to be
split and the nominee holding such Units. Your nominee must also initiate electronically, using The Depository
Trust Company’s deposit withdrawal at custodian (DWAC) system, a withdrawal of the relevant Units and a
deposit of an equal number of Public Shares and Public Warrants. This must be completed far enough in advance
to permit your nominee to exercise your redemption rights upon the separation of the Public Shares from the
Units. While this is typically done electronically the same business day, you should allow at least one full
business day to accomplish the separation. If you fail to cause your Public Shares to be separated in a timely
manner, you will likely not be able to exercise your redemption rights.

Do I have appraisal rights if I object to the proposed Business Combination?

No. There are no appraisal rights available to holders of Blue Water common stock in connection with the
Business Combination.

What happens to the funds held in the Trust Account upon consummation of the Business Combination?
If the Business Combination is consummated, the funds held in the Trust Account will be released to pay:
. Blue Water stockholders who properly exercise their redemption rights;

. certain other fees, costs and expenses (including regulatory fees, legal fees, accounting fees, printer fees,
and other professional fees) that were incurred by Blue Water or Clarus in connection with the transactions
contemplated by the Business Combination and pursuant to the terms of the Merger Agreement;

. any loans owed by Blue Water to its Sponsor for any Blue Water transaction expenses, and other
administrative expenses incurred by Blue Water; and

. for general corporate purposes including, but not limited to, working capital for operations.
Any remaining cash will be used for working capital and general corporate purposes of the Combined Entity.
What happens if the Business Combination is not consummated?

There are certain circumstances under which the Merger Agreement may be terminated. See the section titled
“The Business Combination Proposal — The Merger Agreement” for information regarding the parties’ specific
termination rights.

If, as a result of the termination of the Merger Agreement or otherwise, Blue Water is unable to complete the
Business Combination or another initial business combination transaction by December 17, 2021 (or June 17,
2022 if Blue Water extends the period of time to consummate a business combination), Blue Water’s Charter
provides that it will (i) cease all operations except for the purpose of winding up, (ii) as promptly as reasonably
possible, subject to lawfully available funds therefor, redeem 100% of the Public Shares in consideration of
a per-share price, payable in cash, equal to the quotient obtained by dividing (A) the aggregate amount then
on deposit in the Trust Account, including interest earned on the funds held in the Trust Account and not
previously released to it to pay taxes payable and up to $50,000 for dissolution expenses, by (B) the total
number of then outstanding Public Shares, which redemption will completely extinguish rights of the public
stockholders (including the right to receive further liquidation distributions, if any), subject to applicable law,
and (iii) as promptly as reasonably possible following such redemptions, subject to the approval of the remaining
stockholders and the board of directors in accordance with applicable law, dissolve and liquidate, subject (in
the case of (ii) and (iii) above) to its obligations under the DGCL to provide for claims of creditors and other
requirements of applicable law.
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Blue Water expects that the amount of any distribution its public stockholders will be entitled to receive upon its
dissolution will be approximately the same as the amount they would have received if they had redeemed their
shares in connection with the Business Combination, subject in each case to Blue Water’s obligations under the
DGCL to provide for claims of creditors and other requirements of applicable law. Holders of Founder Shares
have waived any right to any liquidation distribution with respect to those shares.

In the event of liquidation, there will be no distribution with respect to Blue Water’s outstanding Warrants.
Accordingly, the Warrants will expire worthless.

When is the Business Combination expected to be completed?

The Closing is expected to take place (a) the second business day following the satisfaction or waiver of the
conditions described below under the section titled “The Business Combination Proposal — Conditions to the
Closing” or (b) such other date as agreed to by the parties to the Merger Agreement in writing, in each case,
subject to the satisfaction or waiver of the Closing conditions. The Merger Agreement may be terminated by
either Blue Water or Clarus if the Closing has not occurred by October 27, 2021.

For a description of the conditions to the completion of the Business Combination, see the section titled “7he
Business Combination Proposal.”

What do I need to do now?

You are urged to read carefully and consider the information contained in this proxy statement/prospectus,
including the annexes, and to consider how the Business Combination will affect you as a stockholder. You should
then vote as soon as possible in accordance with the instructions provided in this proxy statement/prospectus and
on the enclosed proxy card or, if you hold your shares through a brokerage firm, bank or other nominee, on the
voting instruction form provided by the broker, bank or nominee.

How do I vote?

If you are a stockholder of record of Blue Water as of July 16, 2021, the Record Date, you may submit your proxy
before the Blue Water Special Meeting in any of the following ways, if available:

. use the toll-free number shown on your proxy card;
. visit the website shown on your proxy card to vote via the Internet; or
. complete, sign, date and return the enclosed proxy card in the enclosed postage-paid envelope.

Stockholders who choose to participate in the Blue Water Special Meeting can vote their shares electronically
during the meeting via live audio webcast by visiting https://www.cstproxy.com/bluewateracquisition/2021. You
will need the control number that is printed on your proxy card to enter the Blue Water Special Meeting. Blue
Water recommends that you log in at least 15 minutes before the meeting to ensure you are logged in when the
Blue Water Special Meeting starts.

If your shares are held in “street name” through a broker, bank or other nominee, your broker, bank or other
nominee will send you separate instructions describing the procedure for voting your shares. “Street name”
stockholders who wish to vote at the Blue Water Special Meeting will need to obtain a proxy form from their
broker, bank or other nominee.

‘What will happen if I abstain from voting or fail to vote at the Blue Water Special Meeting?

At the Blue Water Special Meeting, Blue Water will count a properly executed proxy marked “ABSTAIN” with
respect to a particular proposal or marked “WITHHOLD” with respect to the Director Election Proposal as
present for purposes of determining whether a quorum is present. Abstentions will have the same effect as a vote
“AGAINST” the Charter Amendment Proposals. Abstentions will have no effect on the Business Combination
Proposal, the Incentive Plan Proposal or the Adjournment Proposal. “Withhold” votes will have no effect on the
Director Election Proposal.

A “broker non-vote” occurs when shares held by a broker for the account of a beneficial owner are not voted for
or against a particular proposal because the broker has not received voting instructions from that beneficial owner
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and the broker does not have discretionary authority to vote those shares in the absence of such instructions. If
you do not provide instructions to your broker, your broker will not have discretionary authority to vote on any
of the Proposals at the Blue Water Special Meeting, because Blue Water does not expect any of the Proposals to
be considered a routine matter. Broker non-votes will not be counted as present for the purposes of establishing
a quorum.

Broker non-votes will have the same effect as a vote “AGAINST” the Charter Amendment Proposals. Broker
non-votes will have no effect on the Business Combination Proposal, the Director Election Proposal, the
Incentive Plan Proposal or the Adjournment Proposal.

‘What will happen if I sign and return my proxy card without indicating how I wish to vote?

Signed and dated proxies received by Blue Water without an indication of how the stockholder intends to vote
on a proposal will be voted “FOR” each proposal presented to the stockholders. The proxyholders may use their
discretion to vote on any other matters which properly come before the Blue Water Special Meeting.

If I am not going to attend the Blue Water Special Meeting in person, should I return my proxy card
instead?

Yes. Whether you plan to attend the Blue Water Special Meeting or not, please read this entire proxy
statement/prospectus, including the annexes, carefully, and vote your shares by completing, signing, dating and
returning the enclosed proxy card in the postage-paid envelope provided.

If my shares are held in “street name,” will my broker, bank or nominee automatically vote my shares
for me?

No. Under the rules of various national and regional securities exchanges, your broker, bank or nominee cannot
vote your shares with respect to non-discretionary matters unless you provide instructions on how to vote in
accordance with the information and procedures provided to you by your broker, bank or nominee. Blue Water
believes the proposals presented to the stockholders will be considered non-discretionary and therefore your
broker, bank or nominee cannot vote your shares without your instruction. Your bank, broker or other nominee
can vote your shares only if you provide instructions on how to vote. You should instruct your broker to vote your
shares in accordance with directions you provide.

May I change my vote after I have mailed my signed proxy card?

Yes. You may change your vote by sending a later-dated, signed proxy card to Blue Water’s secretary at the
address listed below so that it is received by Blue Water’s secretary prior to the Blue Water Special Meeting or
attend the Blue Water Special Meeting in person and vote. You also may revoke your proxy by sending a notice
of revocation to Blue Water’s secretary, which must be received by Blue Water’s secretary prior to the Blue Water
Special Meeting.

What should I do if I receive more than one set of voting materials?

You may receive more than one set of voting materials, including multiple copies of this proxy statement/prospectus
and multiple proxy cards or voting instruction cards. For example, if you hold your shares in more than one
brokerage account, you will receive a separate voting instruction card for each brokerage account in which you
hold shares. If you are a holder of record and your shares are registered in more than one name, you will receive
more than one proxy card. Please complete, sign, date and return each proxy card and voting instruction card
that you receive in order to cast your vote with respect to all of your shares.

Who will solicit and pay the cost of soliciting proxies?

Blue Water will pay the cost of soliciting proxies for the Blue Water Special Meeting. Blue Water has engaged
Advantage Proxy to assist in the solicitation of proxies for the Blue Water Special Meeting. Blue Water has
agreed to pay Advantage Proxy a fee of up to $25,000, plus disbursements. Blue Water will reimburse Advantage
Proxy for reasonable out-of-pocket expenses and will indemnify Advantage Proxy and its affiliates against
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certain claims, liabilities, losses, damages and expenses. Blue Water will also reimburse banks, brokers and
other custodians, nominees and fiduciaries representing beneficial owners of shares of Blue Water common
stock for their expenses in forwarding soliciting materials to beneficial owners of the Blue Water common stock
and in obtaining voting instructions from those owners. Blue Water’s directors, officers and employees may
also solicit proxies by telephone, by facsimile, by mail, on the Internet or in person. They will not be paid any
additional amounts for soliciting proxies.

Who can help answer my questions?

If you have questions about the proposals or if you need additional copies of this proxy statement/prospectus or
the enclosed proxy card you should contact:

Joseph Hernandez

Chief Executive Officer

15 E. Putnam Avenue, Suite 363
Greenwich, CT 06830

(646) 303-0737

You may also contact our proxy solicitor, Advantage Proxy, at:

Karen Smith

President & CEO

PO Box 13581

Des Moines, WA 98198

Toll Free: (877) 870-8565

Collect: (206) 870-8565

(banks and brokers can call collect at (206) 870-8565)
Email: ksmith@advantageproxy.com

To obtain timely delivery, Blue Water stockholders must request the materials no later than August 3, 2021.

You may also obtain additional information about Blue Water from documents filed with the SEC by following
the instructions in the section titled “Where You Can Find More Information.”

If you intend to seek redemption of your Public Shares, you will need to send a letter demanding redemption
and deliver your stock (either physically or electronically) to Blue Water’s transfer agent prior to the Blue
Water Special Meeting in accordance with the procedures detailed under the question “How do I exercise my
redemption rights?” If you have questions regarding the certification of your position or delivery of your stock,
please contact:

Continental Stock Transfer & Trust Company
One State Street Plaza, 30" Floor

New York, New York 10004

Attn:  Mark Zimkind

E-mail: mzimkind@continentalstock.com
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SUMMARY OF THE PROXY STATEMENT/PROSPECTUS

This summary, together with the section titled “Questions and Answers about the Blue Water Proposals,”
summarizes certain information contained in this proxy statement/prospectus and may not contain all of the information
that is important to you. To better understand the Business Combination and the Proposals to be considered at the Blue
Water Special Meeting, you should read this entire proxy statement/prospectus carefully, including the annexes. See
also the section titled “Where You Can Find More Information.”

Unless otherwise indicated or the context otherwise requires, references in this Summary of the proxy
statement/prospectus to the “Combined Entity” refer to Blue Water and its consolidated subsidiaries after giving
effect to the Business Combination, including Clarus and its subsidiaries. References to the “Company” or “Blue
Water” refer to Blue Water Acquisition Corp. and references to “Clarus” refer to Clarus Therapeutics, Inc.

Unless otherwise specified, all share calculations assume no exercise of redemption rights by the Company s
public stockholders and do not include any shares of Blue Water common stock issuable upon the exercise of the
Warrants.

The Parties to the Business Combination

Blue Water Acquisition Corp.

Blue Water is a special purpose acquisition company formed for the purpose of effecting a merger, capital
stock exchange, asset acquisition, stock purchase, reorganization or similar business combination with one or more
businesses. Blue Water was incorporated under the laws of the State of Delaware on May 22, 2020.

On December 17, 2020, Blue Water consummated its IPO of 5,750,000 Units, which included 750,000 Units
issued pursuant to the full exercise by the underwriters of their over-allotment option, with each Unit consisting of
one share of Class A common stock and one redeemable Warrant, with each Warrant entitling the holder thereof to
purchase one share of Class A Common Stock for $11.50 per share. The Units were sold at a price of $10.00 per Unit,
generating gross proceeds to Blue Water of $57,500,000. Simultaneously with the closing of the Initial Public Offering,
Blue Water completed the private sale of an aggregate of 3,445,000 warrants (which we refer to as the Placement
Warrants) to the Sponsor at a purchase price of $1.00 per warrant, generating gross proceeds of $3,445,000. A total of
$58,650,000, comprised of $55,205,000 of the proceeds from the Blue Water IPO (which amount includes $2,012,500
of the underwriter’s deferred discount) and $3,445,000 of the proceeds of the sale of the Placement Warrants, was placed
in the Trust Account. Blue Water’s IPO was conducted pursuant to a registration statement on Form S-1 (Registration
No. 333-248569) that became effective on December 15, 2020. Blue Water Class A common stock, Units and Warrants
are currently listed on Nasdaq under the symbols “BLUW”, “BLUWU” and “BLUWW?”, respectively. The mailing
address of Blue Water’s principal executive offices is 15 E. Putnam Avenue, Suite 363, Greenwich, CT 06830, and its
telephone number at such address is (646) 303-0737.

Merger Sub

Merger Sub is a wholly-owned subsidiary of Blue Water, formed on April 19, 2021 to consummate the Business
Combination. Merger Sub owns no material assets and does not operate any business.

The mailing address of Merger Sub’s principal executive offices is 15 E. Putnam Avenue, Suite 363, Greenwich,
CT 06830, and its telephone number at such address is (646) 303-0737.

In the Business Combination, Merger Sub will merge with and into Clarus with Clarus surviving the Merger. As
a result, Merger Sub will cease to exist, and Clarus will become a wholly-owned subsidiary of Blue Water.

Clarus Therapeutics, Inc.

Clarus is a specialty pharmaceutical company focused on the commercialization of JATENZO, an oral
T-replacement therapy approved by the FDA. Clarus’s primary goal is to make JATENZO the preferred choice for
T-replacement therapy among men with T-deficiency accompanied by an associated medical condition, referred to as
hypogonadism. In parallel, Clarus plans to develop into a specialty pharmaceutical company initially focused on the
development and commercialization of T and metabolic therapies for men and women. Clarus was incorporated under
the laws of the State of Delaware on June 4, 2003.
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The mailing address of Clarus’s principal executive offices is 555 Skokie Boulevard, Suite 340, Northbrook,
IL 60062, and its telephone number at such address is (847) 562-4300.

The Proposals

THE BUSINESS COMBINATION PROPOSAL (PROPOSAL 1)

Blue Water and Clarus have agreed to the Business Combination under the terms of the Merger Agreement,
dated as of April 27, 2021. This agreement, as may be further amended or supplemented from time to time, is referred
to in this proxy statement/prospectus as the “Merger Agreement.” Pursuant to the terms and subject to the conditions
set forth in the Merger Agreement, at the closing of the transactions contemplated by the Merger Agreement (the
“Closing”), Merger Sub will merge with and into Clarus, with Clarus continuing as the surviving entity and becoming
a wholly-owned subsidiary of Blue Water. See the section titled “The Business Combination Proposal.”

Merger Consideration

Subject to the terms and conditions set forth in the Merger Agreement, at the Effective Time:

(a)

(b)

(©
(d)

certain shares of Clarus preferred stock issued and outstanding immediately prior to the Effective Time
(such shares, the “Clarus Consideration-Receiving Preferred Stock’) will be canceled and converted into
the right to receive a portion of the Merger Consideration,

certain convertible and non-convertible promissory notes of Clarus outstanding as of the Effective
Time (such notes, the “Clarus Consideration-Receiving Notes™) will be canceled and converted into, or
exchanged for, the right to receive a portion of the Merger Consideration,

certain warrants to purchase Clarus stock will be converted into the Clarus Converting Warrants, and

all shares of Clarus capital stock (other than the Clarus Consideration-Receiving Preferred Stock), and
all outstanding options, warrants or rights to purchase or subscribe for any Clarus capital stock securities
convertible into or exchangeable for, or that otherwise confer on the holder any right to acquire any
capital stock of Clarus (in each case, other than the Clarus Consideration-Receiving Notes and the Clarus
Converting Warrants) that have not been exercised prior to the Effective Time, will be cancelled, retired
and terminated without any consideration or any liability to Clarus with respect thereto.

The Merger Consideration to be paid pursuant to the Merger Agreement to Clarus securityholders will be a number
of shares of New Blue Water common stock equal to:

(1)

(i)

(iif)

17,929,832 shares of New Blue Water Class A common stock, subject to adjustment to account for the
Closing Net Indebtedness, divided by $10.20; plus

1,500,000 shares of New Blue Water Class A Common Stock issuable to the holders of certain
non-convertible promissory notes of Clarus in exchange for $10.0 million of the aggregate principal
amount of such notes and certain outstanding royalty rights; plus

a number of shares of New Blue Water Class A common stock equal to the outstanding balance (principal
and interest) at Closing of convertible and non-convertible promissory notes of Clarus issued between
the date of the Merger Agreement and Closing divided by $10.00, provided that Clarus may elect, in its
discretion to instead pay off the outstanding balance of, and any redemption premium on, the non-convertible
promissory notes at Closing. Clarus have issued convertible promissory notes in the aggregate face amount
of $16.4 million and non-convertible promissory notes in the aggregate face amount of $8.6 million
(or an aggregate $25.0 million). Assuming Clarus does not elect to pay-off the outstanding balance and
any redemption premium on the non-convertible notes at Closing, all of such issued convertible and
non-convertible promissory notes, plus interest accrued thereon, will be converted into New Blue Water
Class A common stock. Upon such conversion, the convertible and non-convertible promissory notes will
be retired at Closing. Assuming Clarus will have issued $16.4 million in convertible promissory notes and
$8.6 million in non-convertible promissory notes between the date of the Merger Agreement and Closing, and
assuming no pay-off of the outstanding balance and any redemption premium on the issued non-convertible
promissory notes, an aggregate of 2,500,000 shares of New Blue Water Class A common stock will be
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issued upon conversion of the convertible and non-convertible promissory notes, being the number of shares
of New Blue Water Class A common stock equal to the then outstanding principal of the notes divided by
$10.00. Because the date of Closing is not yet known, the interest that will have accrued on the convertible
and non-convertible notes to be issued between the date of the Merger Agreement and Closing is not yet
determinable, and thus the exact total number of shares of New Blue Water Class A common stock to be
issued in connection with the conversion of such notes cannot currently be ascertained.

Merger Closing Conditions

The Merger Agreement is subject to customary conditions to the Closing. In addition, the Closing is subject to
the following additional conditions (amongst others): (i) the approval of the Merger Agreement by the requisite vote of
Blue Water’s stockholders and Clarus’s stockholders, (ii) Blue Water having at least $5,000,001 in net tangible assets,
after giving effect to the completion of its redemption of public stockholders who redeem their shares in connection with
the Business Combination, (iii) the election or appointment of members to the Combined Entity’s board of directors
immediately after the Closing in accordance with the Merger Agreement, (v) the effectiveness of the registration statement
of which this proxy statement/prospectus forms a part and (vi) the conditional approval of the Combined Entity’s initial
listing application with Nasdaq with respect to the common stock to be issued pursuant to the Business Combination.

In addition, unless waived by Clarus, the obligations of Clarus to consummate the Business Combination are
subject to the fulfillment of certain closing conditions, including but not limited to the following (in addition to
customary certificates and other closing deliverables):

. The representations and warranties of Blue Water and Merger Sub being true and correct as of the date of
the Merger Agreement and as of the Closing (subject to Material Adverse Effect (as defined below) with
respect to Blue Water and Merger Sub);

. Blue Water and Merger Sub having performed in all material respects their respective obligations and
complied in all material respects with their respective covenants and agreements under the Merger
Agreement required to be performed or complied with on or prior to the date of the Closing;

. Filing and effectiveness of the second amended and restated certificate of incorporation of Blue Water; and
. Clarus having received a copy of a duly executed Registration Rights Agreement (as described below) by
Blue Water.

Unless waived by Blue Water, the obligations of Blue Water and the Merger Sub to consummate the Business
Combination are subject to the satisfaction of the following conditions (in addition to customary certificates and other
closing deliverables):

. The representations and warranties of Clarus being true and correct as of the date of the Merger Agreement
and as of the Closing (subject to Material Adverse Effect);

. Clarus having performed in all material respects its obligations and complied in all material respects with
its covenants and agreements under the Merger Agreement required to be performed or complied with on
or prior to the date of the Closing;

. Certain litigation in which Clarus is involved not having been adjudicated or settled, and no offer of
settlement having been made by Clarus, that would have a Material Adverse Effect on Clarus;

. Absence of a Material Adverse Effect with respect to Clarus since the date of the Merger Agreement (but
excluding a qualifying settlement of certain litigation in which Clarus is involved) that is continuing and

uncured;
. Certain specified contracts of Clarus being terminated without further obligation of Clarus;
. Clarus and the Clarus securityholders specified therein having executed and delivered the Registration

Rights Agreement (as described below)

. Each Stockholder Lock-Up Agreement (as described below) and Lender Lock-Up Agreement (as described
below) having been have been executed and delivered;
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. Clarus’s indebtedness at the Closing not exceeding $43.125 million and there being no obligation of
Clarus to make any post-Closing payment in the nature of a royalty; and

. Clarus having consummated a permitted financing (as described in the Merger Agreement, a “Permitted
Financing”) with gross proceeds to Clarus of at least $15 million.

Merger Structure

Pursuant to the Merger Agreement, upon the Closing, Merger Sub, a subsidiary of Blue Water, will be merged
with and into Clarus, with Clarus continuing as the surviving entity of the Merger and becoming a wholly-owned
subsidiary of Blue Water. See “The Business Combination Proposal — General Description of the Merger Agreement”
and “The Business Combination Proposal — Merger Consideration.”

Covenants

Each party to the Merger Agreement has agreed to use its reasonable best efforts to effect the Closing. The
Merger Agreement also contains certain customary covenants by each of the parties during the period between
the signing of the Merger Agreement and the earlier of the Closing or the termination of the Merger Agreement
in accordance with its terms (the “Interim Period”), including covenants regarding (i) the provision of access to
their offices, properties, books and records, (ii) the operation of their respective businesses in the ordinary course of
business, (iii) provision of financial statements by Clarus; (iv) filing Blue Water’s reports required by the Exchange
Act, and efforts regarding Nasdaq listing requirements, (v) no solicitation of other competing transactions, (vi) no
trading in Blue Water’s securities by Clarus using Blue Water’s material non-public information, (vii) notifications of
certain breaches, consent requirements or other matters, (viii) efforts to consummate the Closing and obtain third party
and regulatory approvals and comply with all government authority requirements, (ix) further assurances to cooperate,
(x) a requirement for Clarus to promptly hold its stockholder meeting or otherwise obtain the written consent of its
stockholders to approve the Merger Agreement and related transactions, (xi) tax matters and transfer taxes, (xii) public
announcements, (xiii) confidentiality, (xiv) post-Closing Blue Water board of directors and executive officers,
and (xv) Clarus’s consummation of a Permitted Financing representing at least $15.0 million in gross proceeds to
Clarus. There are also certain customary post-Closing covenants regarding (i) maintenance of books and records;
(i1) indemnification of directors and officers; and (iii) use of trust account proceeds.

Pursuant to the Merger Agreement, Blue Water agreed to file a Registration Statement on Form S-4 with
respect to the issuance of the Merger Consideration Shares to the Clarus securityholders, which will contain a proxy
statement/prospectus for a special meeting of Blue Water’s stockholders to consider the Merger Agreement and the
related transactions and matters, including the Required Proposals described herein.

Termination

The Merger Agreement may be terminated under certain customary and limited circumstances at any time prior
to the Closing, including among other reasons, (i) by mutual consent of Clarus and Blue Water, (ii) by either Blue Water
or Clarus if any of the conditions to the Closing have not been satisfied or waived by October 27, 2021 (the “Outside
Date”), provided that this termination right shall not be available to Blue Water or Clarus if the breach by such party
(i.e., either Blue Water or Merger Sub on one hand, or Clarus, on the other hand) of the Merger Agreement was the cause
of, or resulted in, the failure of the Closing to occur on or before the Outside Date, (iii) by either Blue Water or Clarus
if a governmental authority of competent jurisdiction shall have issued an order or taken any other action permanently
restraining, enjoining or otherwise prohibiting, or if any law is in effect making illegal, the transactions contemplated
by the Merger Agreement, (iv) by either Blue Water or Clarus for the other party’s uncured breach (subject to certain
materiality qualifiers and cure periods), (v) by Blue Water if there has been an event after the signing of the Merger
Agreement that has a Material Adverse Effect on Clarus (but excluding a qualifying settlement of certain litigation in
which Clarus is involved) that is uncured and continuing, (vi) by Clarus if there has been an event after the signing of the
Merger Agreement that has a Material Adverse Effect on Blue Water that is uncured and continuing, (vii) by either Blue
Water or Clarus if approval for the Business Combination and the other Required Proposals are not obtained at the Blue
Water Special Meeting and (viii) by either Blue Water or Clarus if a special meeting of Clarus’s stockholders is held and
Clarus’s stockholder shall not have approved the Merger Agreement and the Business Combination and related matters.
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Executive Officers and Directors of the Combined Entity

The following persons are expected to be elected or appointed by the Blue Water board to serve as executive
officers and directors of the Combined Entity following the Business Combination. For biographical information
concerning the executive officers and directors following the Business Combination, see “Management after the
Business Combination — Management and Board of Directors .

Name Age Position(s)
Kimberly Murphy” 58  Class III Director and Chair of the Board
Joseph Hernandez” 48  Class III Director

Robert E. Dudley® 66  Class III Director, President and Chief Executive Officer
Elizabeth A. Cermak® 63  Class II Director

Mark A. Prygocki, Sr® 55  Class II Director

Alex Zisson® 52 Class I Director

John Amory® 54 Class I Director

Richard Peterson 53 Chief Financial Officer

Frank Jaeger 51  Chief Commercial Officer

Steve Bourne 59  Chief Administrative Officer

(1)  Blue Water Designee
(2)  Clarus Designee

Interests of Clarus's and Blue Water's Directors and Officers in the Business Combination

When you consider the recommendation of our board of directors in favor of approval of the Business
Combination Proposal and the other proposals, you should keep in mind that the directors and executive officers of
Blue Water and of Clarus have interests in the Business Combination and other proposals that may be different from,
or in addition to, those of Blue Water stockholders generally. These interests include, among other things, the fact
that certain of Clarus’s directors and officers will become directors and officers of the Combined Entity, and certain
of Blue Water’s directors and officers will become directors of the Combined Entity, upon the consummation of the
Business Combination.

Please see the sections entitled “Risk Factors” and “The Business Combination Proposal — Interests of Clarus's
Directors and Officers in the Business Combination” and “The Business Combination Proposal — Interests of Blue
Water s Directors and Olfficers in the Business Combination” of this proxy statement/prospectus for a further discussion
of this and other risks.

Classified Board of Directors

The Combined Entity’s board of directors will consist of seven members upon the closing of the Business
Combination. In accordance with the Amended Charter to be filed immediately after the consummation of the
Business Combination, the board of directors will be divided into three classes, Classes I, II and III, each to serve a
three-year term, except for the initial term after the Closing, for which the Class I directors will be up for reelection at
the first annual meeting of stockholders occurring after the Closing, and for which the Class II directors will be up for
reelection at the second annual meeting of stockholders occurring after the Closing. At each annual general meeting of
stockholders of the Combined Entity, the successors to directors whose terms then expire will be elected to serve from
the time of election and qualification until the third annual meeting following the election. Directors will not be able
to be removed during their term except for cause. Blue Water and Clarus will work in good faith to equitably allocate
director designees among the three classes of directors, provided that Blue Water’s designees will serve in the class of
directors with the latest initial re-election date.

It is expected that that any additional directorships resulting from an increase in the number of directors will be
distributed among the three classes so that, as nearly as possible, each class will consist of one-third of the directors.
The division of the Combined Entity’s board of directors into three classes with staggered three-year terms may delay
or prevent a change of the Combined Entity’s management or a change in control.
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Blue Water's Reasons for the Business Combination

Blue Water and its management team considered a wide variety of factors in connection with its evaluation of the
Business Combination. The Blue Water Board considered a wide variety of factors in connection with its evaluation
of the Business Combination. In light of the complexity of those factors, the Blue Water Board, as a whole, did not
consider it practicable to, nor did it attempt to, quantify or otherwise assign relative weights to the specific factors it
took into account in reaching its decision. Individual directors may have given different weight to different factors.

The Blue Water Board considered a number of factors pertaining to the Business Combination as generally
supporting its decision to enter into the Merger Agreement and the transactions contemplated thereby, including but
not limited to, the following material factors:

. Positive Factors:

Large Market Opportunity. With an estimated 2.2 million patients currently treated for male
hypogonadism, the market opportunity for JATENZO, and for Clarus, is large. The overall
T-replacement therapy market was nearly 8 million prescriptions in the United States in 2020,
with each market share point accounting for approximately $33.0 million in net sales per year.
Currently, there are no known oral T-options available for patients, leading to high discontinuation
rates and increased administration burden on both patients and providers. JATENZO provides an
oral option for these patients, providing a convenient, safe, and effective option for patients with low
testosterone. Market research has shown that the majority of patients and providers are excited about
the opportunity for an oral T-replacement option.

Regulatory Clearance and Commercial Viability. With a fully developed and FDA-approved
product, Clarus has already addressed many development and regulatory risks typically associated
with biotechnology and pharmaceutical companies. With an experienced and established commercial
product and infrastructure already providing revenue to the company, this allows Clarus to expand
its portfolio and maintain company success.

Favorable Insurance Coverage and Growth Opportunity. In addition to FDA approval,
JATENZO is widely covered by insurance plans, with around 65% of medical lives covering it
without a step requirement (i.e., a patient would not be required to try another form of testosterone
before being able to try JATENZO). This level of coverage is expected to increase in 2021 with
additional coverage decisions by larger plans and increased desire for an oral T-replacement option.
In late 2020, JATENZO was included on Express Script formularies, significantly increasing lives
coverage and prescription demand. With other larger payers yet to cover, there is still significant
opportunity for growth.

Growth Opportunities Available for JATENZO and Beyond. While JATENZO twice daily is
already FDA-approved to treat hypogonadism, Clarus is investigating opportunities to improve
patient convenience and lower dosing frequency to once daily to treat hypogonadism. Clarus’s
management is also investigating utilization in treatment of hypogonadism in chronic kidney disease
and treatment for transgender men. Existing regulatory approval of JATENZO for the treatment of
hypogonadism does not guarantee regulatory approval of the drug at lower doses for hypogonadism or
regulatory approval for any of the other indications being pursued. Use of JATENZO in these patient
populations will require Phase 2/3 clinical testing and FDA approval of specific labeling indications
before Clarus can market JATENZO to male transgender and hypogonadal men with chronic kidney
disease. Moreover, FDA approval of additional indications for JATENZO or a once-daily product does
not guarantee commercial success. Clarus is also pursuing out-licensing opportunities throughout
the world for JATENZO to recognize incremental and ongoing revenue. Beyond JATENZO, Clarus
is actively pursuing complimentary products for in-licensing and/or acquisition. In this regard,
Clarus announced on May 25, 2021 a licensing agreement whereby Clarus will acquire the exclusive
worldwide (excluding Australia) development and commercialization rights for HAVAH T+Ai™
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(CLAR-121) from HavaH Therapeutics. CLAR-121 is a proprietary combination of testosterone
(T) (natural ligand for the androgen receptor; AR) and anastrozole (inhibitor of T conversion to
estradiol) delivered by a subcutaneous implant for treatment of AR-mediated breast disease that
predominantly affects women. Clarus’s initial therapeutic target will be inflammatory periductal
mastitis (PDM) and estrogen receptor-positive (ER+) breast cancer. Significant development by
Clarus will be necessary to demonstrate clinical efficacy and safety and to secure FDA approval for
these potential uses. There is no guarantee such development will be successful and result in FDA
approval of CLAR-121 for either condition.

Management Background and Expertise. With over 30 years of experience in the T-replacement
therapy space, the Founder, Chairperson, Chief Executive Officer and President of Clarus, Dr. Robert
Dudley, will bring an immense clinical and drug development background to the Combined Entity.
Dr. Dudley previously co-created and launched AndroGel, a widely successful T-replacement option
that is still used today. Dr. Dudley is also the co-inventor of patents having claims covering JATENZO
and led Clarus’s successful effort to obtain FDA approval. Other members of the board of directors
of Clarus have decades of experience in their respective fields within biotech and pharmaceuticals,
including research and development, marketing and commercialization, financial leadership, capital
markets and initial public offering processes, which will prove invaluable to the success of the
Combined Entity as a publicly traded company.

Other Alternatives. The Blue Water Board believes, after a thorough review of other business
combination opportunities reasonably available to Blue Water that the proposed Business
Combination represents the best potential business combination for Blue Water and the most
attractive opportunity for Blue Water based upon the process utilized to evaluate and assess other
potential combination targets, and the Blue Water Board’s belief that such process has not presented
a better alternative.

Negotiated Transaction. The financial and other terms of the Merger Agreement and the fact that
such terms and conditions are reasonable and were the product of arm’s length negotiations between
Blue Water and Clarus.

Negative Factors:

Macroeconomic Risk. The risk of macroeconomic uncertainty and the effects it could have on
Clarus’s revenues.

COVID-19 Risk. The risks that Clarus currently faces related to world health events, including
the ongoing COVID-19 pandemic, which could have an adverse effect on Clarus’s, and after the
Business Combination, the Combined Entity’s, business and results of operations.

Future Growth Risk. The risk that future growth of Clarus is dependent upon the market’s
willingness to adopt alternative technologies, including T-replacement therapies.

Cost Assumption Risk. The risk that Clarus may not be able to achieve current cost assumptions.

Public Company Risk. The risks that are associated with being a publicly traded company that is
in its early, developmental stage.

Benefits May Not Be Achieved Risk. The risk that the potential benefits of the Business Combination
may not be fully achieved or may not be achieved within the expected timeframe.

Redemption Risk. The risk that a significant number of Blue Water stockholders elect to redeem their
shares prior to the consummation of the Business Combination and pursuant to the Blue Water Charter,
which would potentially make the Business Combination more difficult to complete or reduce the
amount of cash available to the Combined Entity to accelerate its business plan following the Closing.

Stockholder Vote Risk. The risk that Blue Water’s stockholders may fail to provide the votes
necessary to effect the Business Combination.
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. General Litigation Risk and Risk to Clarus’s Patent Portfolio. The risk of the possibility of
litigation having a material adverse impact on Clarus’s business and its ability to continue to
commercialize the relevant patents and sell JATENZO. See section “Risk Factors — Risks Related
to Our Intellectual Property and Legal Proceedings” for a more detailed discussion. In the event
such litigation is not resolved in our favor, we may need to obtain a license. Such a license may not
be available or may be available only on terms not favorable to us. This could also have a material
adverse effect on us.

. Closing Conditions Risk. The risk that completion of the Business Combination is conditioned on
the satisfaction of certain closing conditions that are not within Blue Water’s control.

. Fees, Expenses and Time Risk. The risk of incurring significant fees and expenses associated with
completing the Business Combination and the substantial time and effort of management required
to complete the Business Combination.

Accounting Treatment

The Business Combination is expected to be accounted for as a reverse recapitalization in accordance with
U.S. GAAP. Under this method of accounting, Blue Water will be treated as the acquired company and Clarus will
be treated as the acquirer for financial statement reporting purposes. See section entitled “The Business Combination
Proposal — Anticipated Accounting Treatment.”

No Delaware Appraisal Rights for Blue Water Stockholders

Appraisal rights are statutory rights under the DGCL that enable stockholders who object to certain extraordinary
transactions to demand that the corporation pay such stockholders the fair value of their shares instead of receiving the
consideration offered to stockholders in connection with the extraordinary transaction. However, appraisal rights are
not available in all circumstances. Appraisal rights are not available to Blue Water stockholders or warrant holders in
connection with the Business Combination.

Impact of the Business Combination on Blue Water's Public Float

It is anticipated that, upon the Closing of the Business Combination, Blue Water’s public stockholders will retain
an ownership interest of approximately 24.0% of the outstanding capital stock of the Combined Entity, the Sponsor
will retain an ownership interest of approximately 6.0% of the outstanding capital stock of the Combined Entity and
the Clarus securityholders and noteholders will own approximately 70.0% of the outstanding capital stock of the
Combined Entity. The foregoing ownership percentages with respect to the Combined Entity following the Business
Combination exclude any outstanding Warrants and assume that (i) there are no redemptions of any shares by Blue
Water’s public stockholders in connection with the Business Combination, (ii) the negative Closing Net Indebtedness
is $43.1 million, (iii) no awards are issued under the Equity Incentive Plan and (iv) no Working Capital Warrants or
Extension Warrants are issued. If the actual facts are different than these assumptions (which they are likely to be), the
percentage ownership retained by Blue Water’s existing stockholders in the Combined Entity will be different.

The following table illustrates varying ownership levels in the Combined Entity, assuming the factors mentioned
above, and excluding the exercise of above-mentioned warrants, in the event of (i) no redemptions, and (ii) maximum
redemptions of 3,690,032 public shares:

Assuming No Redemption Assuming Max Redemption
(0% Public Shares Redeemed, or (51% Public Shares Redeemed, or
$58,652,000 remaining in trust) $10,651,000 remaining in trust)
Stockholder % Ownership Shares % Ownership Shares
Clarus . ... 70.0% 16,983,462 82.7% 16,983,462
Public ........... ... .. ... .. ... ..., 24.0% 5,807,500 10.3% 2,117,468
Sponsor (including % of Blue Water’s
directors and officers)............... 6.0% 1,437,500 7.0% 1,437,500
Total ......... .. ... ... .. .. ... 100% 24,228,462 100% 20,538,430
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THE CHARTER AMENDMENT PROPOSALS (PROPOSALS 2 THROUGH 5)

To approve and adopt a second amendment and restatement of the Blue Water Charter, as set out in the draft second
amended and restated version of Blue Water’s certificate of incorporation appended to this proxy statement/prospectus
as Annex B (the “Amended Charter”), for the following amendments (collectively, the “Charter Amendment
Proposals”) to:

(A) provide that the name of Blue Water shall be changed to “Clarus Therapeutics Holdings, Inc.” (Proposal 2).

(B) provide for the structure of the Board, split into three classes of as even size as practicable, Class I, 11,
and I1II, each to serve a term of three years, except for the initial term, for which the Class I directors will
be up for reelection at the first annual meeting of stockholders occurring after the Closing, and for which
the Class II directors will be up for reelection at the second annual meeting of stockholders occurring after
the Closing. Directors will not be able to be removed during their term except for cause. The size of the
Board shall be determined by resolution of the Board but will initially be seven (7) (Proposal 3).

(C) remove and change certain provisions in the Blue Water Charter related to Blue Water’s status as a special
purpose acquisition company (Proposal 4).

(D) conditioned upon the approval of Proposals 2 through 4, a proposal to approve the Amended Charter in
the form attached as Annex B hereto, which includes the approval of all other changes in the proposed
Amended charter in connection with replacing the Blue Water Charter with the proposed Amended Charter
as of the Effective Time (Proposal 5).

THE DIRECTOR ELECTION PROPOSAL (PROPOSAL 6)

To consider and vote upon a proposal to elect seven (7) directors to serve on the Company’s board of
directors effective from the consummation of the Business Combination. If the nominees identified in this proxy
statement/prospectus are elected, Alex Zisson and John Amory will be Class I directors, serving until the Combined
Entity’s 2022 annual meeting of stockholders; Mark Prygocki and Elizabeth Cermak will be Class II directors, serving
until the Combined Entity’s 2023 annual meeting of stockholders; and Kimberly Murphy, Joseph Hernandez and
Robert Dudley will be Class I1I directors, serving until the Combined Entity’s 2024 annual meeting of stockholders,
and in each case, until their respective successors are duly elected and qualified.

THE INCENTIVE PLAN PROPOSAL (PROPOSAL 7)

The proposed Equity Incentive Plan will reserve a number of shares of New Blue Water common stock equal to
10% of the fully diluted amount of New Blue Water common stock to be outstanding following consummation of the
Business Combination for issuance as awards in accordance with the terms of the Equity Incentive Plan. The purpose
of the Equity Incentive Plan is to assist in attracting, retaining, motivating, and rewarding certain key employees,
officers, directors, and consultants of Blue Water and its affiliates and promoting the creation of long-term value
for stockholders of Blue Water by closely aligning the interests of such individuals with those of other stockholders.
The Equity Incentive Plan authorizes the award of share-based incentives to encourage eligible employees, officers,
directors, and consultants, as described below, to expend maximum effort in the creation of stockholder value.

A summary of the Equity Incentive Plan is set forth in the “The Incentive Plan Proposal” section of this
proxy statement/prospectus and a complete copy of the Equity Incentive Plan is attached hereto as Annex C. You are
encouraged to read the Equity Incentive Plan in its entirety.

THE ESPP PROPOSAL (PROPOSAL §8)

The proposed ESPP will reserve a number of shares of New Blue Water common stock for issuance to employees
in accordance with the terms of the ESPP. The purpose of the ESPP provides employees with an opportunity to acquire
shares of New Blue Water’s common stock and will enable us to attract, retain and motivate valued employees.

A summary of the ESPP is set forth in the “The ESPP Proposal” section of this proxy statement/prospectus and
a complete copy of the ESPP is attached hereto as Annex D. You are encouraged to read the ESPP in its entirety.
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THE ADJOURNMENT PROPOSAL (PROPOSAL 9)

Blue Water is proposing that its stockholders approve and adopt a proposal to adjourn the Blue Water Special
Meeting to a later date or dates, if necessary, to permit further solicitation and vote of proxies if, based upon the
tabulated vote at the time of the Blue Water Special Meeting, there are not sufficient votes to approve the other
Proposals.

Date, Time and Place of Blue Water Special Meeting

The Blue Water Special Meeting will be held virtually at 10:00 a.m., Eastern Time, on August 12, 2021, or
at such other date and time to which such meeting may be adjourned or postponed, to consider and vote upon the
Proposals. Due to concerns about the coronavirus (COVID-19) and warnings from public officials regarding public
gatherings, we will hold the Blue Water Special Meeting solely by means of remote communication.

Proxy Solicitation

Proxies may be solicited by telephone, by facsimile, by mail, on the Internet or in person. We have engaged
Advantage Proxy to assist in the solicitation of proxies. If a stockholder grants a proxy, it may still vote its shares
in person if it revokes its proxy before the Blue Water Special Meeting. A stockholder may also change its vote by
submitting a later-dated proxy, as described in the section titled “Blue Water Special Meeting — Revoking Your Proxy.”

Quorum and Required Vote for Stockholder Proposals

A quorum of Blue Water stockholders is necessary to hold a valid meeting. A quorum will be present at the Blue
Water Special Meeting if a majority of the Blue Water common stock issued and outstanding and entitled to vote at the
Blue Water Special Meeting is represented in person or by proxy at the Blue Water Special Meeting. Abstentions and
“withhold” votes will count as present for the purposes of establishing a quorum. Broker non-votes will not be counted
for purposes of establishing a quorum.

The approval of the Charter Amendment Proposals requires the affirmative vote of a majority of the issued and
outstanding Blue Water common stock as of the Record Date. Accordingly, a Blue Water stockholder’s failure to vote
by proxy or to vote in person at the Blue Water Special Meeting or an abstention will have the same effect as a vote
“AGAINST” the Charter Amendment Proposals.

The approval of Business Combination Proposal, the Incentive Plan Proposal, the ESPP Proposal and the
Adjournment Proposal each require the affirmative vote of the holders of a majority of the shares of Blue Water
common stock cast by the stockholders represented in person or by proxy and entitled to vote thereon at the Blue
Water Special Meeting. A Blue Water stockholder’s failure to vote by proxy or to vote in person at the Blue Water
Special Meeting or an abstention will have no effect on the outcome of the vote on Business Combination Proposal,
the Incentive Plan Proposal, the ESPP Proposal and Adjournment Proposal.

The approval of the Director Election Proposal requires a plurality vote of the shares of Blue Water common
stock cast by the stockholders represented in person or by proxy and entitled to vote thereon at the Blue Water Special
Meeting. A Blue Water stockholder’s failure to vote by proxy or to vote in person at the Blue Water Special Meeting
or a “withhold” vote will no effect on the Director Election Proposal.

The Charter Amendment Proposals, the Director Election Proposal, the Incentive Plan Proposal and the ESPP
Proposal, are conditioned on the approval of the Business Combination Proposal (and the Business Combination
Proposal is conditioned on the approval of the Charter Amendment Proposals, the Director Election Proposal and
the Incentive Plan Proposal), and unless the Business Combination Proposal is approved, the Charter Amendment
Proposals, the Director Election Proposal, the Incentive Plan Proposal and the ESPP Proposal will not be presented to
the stockholders of Blue Water at the Blue Water Special Meeting. The Adjournment Proposal is not conditioned on
any other Proposal and does not require the approval of any other Proposal to be effective. It is important for you to
note that in the event the Business Combination Proposal, the Charter Amendment Proposals, the Director Election
Proposal and the Incentive Plan Proposal do not receive the requisite vote for approval, then Blue Water will not
consummate the Business Combination. If Blue Water does not consummate the Business Combination and fails to
complete an initial business combination by December 17, 2021 (or June 17, 2022 if Blue Water extends the period
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of time to consummate a business combination), it will be required to dissolve and liquidate its Trust Account by
returning the then remaining funds in such account to its public stockholders, unless it seeks and obtains the approval
of Blue Water stockholders to amend the Blue Water Charter to extend such date.

Recommendation to Blue Water Stockholders

Blue Water’s board of directors believes that the Proposals to be presented at the Blue Water Special Meeting are
in the best interests of Blue Water and its stockholders and unanimously recommends that Blue Water stockholders
vote “FOR” the Proposals.

When you consider the recommendation of Blue Water’s board of directors in favor of approval of these Proposals,
you should keep in mind that Blue Water directors and officers have interests in the Business Combination that may be
different from or in addition to (and which may conflict with) your interests as a stockholder. These interests include,
among other things, the fact that:

. unless Blue Water consummates an initial business combination, Blue Water’s officers and directors and
the Sponsor will not receive reimbursement for any out-of-pocket expenses incurred by them to the extent
that such expenses exceed the amount of available proceeds not deposited in the Trust Account;

. as a condition to the Blue Water IPO, the Founder Shares became subject to a lock-up whereby, subject
to certain limited exceptions, the Founder Shares cannot be transferred for 180 days following the
consummation of an initial business combination;

. the Placement Warrants purchased by the Sponsor will be worthless if a business combination is not
consummated;

. the Sponsor has agreed that the Placement Warrants, and all of their underlying securities, will not be
sold or transferred by it until after Blue Water has completed a business combination, subject to limited
exceptions;

. the Sponsor paid an aggregate of $25,000 for its Founder Shares and such securities will have a significantly

higher value at the time of the Business Combination;

. the Sponsor has agreed not to redeem any of the Founder Shares in connection with a stockholder vote to
approve a proposed initial business combination;

. the Sponsor may loan to Blue Water additional funds for working capital purposes prior to the Business
Combination. There are no working capital loans from the Sponsor currently outstanding. If the
Business Combination is not consummated and Blue Water does not otherwise consummate another
business combination prior to December 17, 2021 (or June 17, 2022 if Blue Water extends the period
of time to consummate a business combination), then there will likely be insufficient funds to pay the
working capital loans;

. $575,000 may be loaned by the Sponsor or its affiliates or designees for each three-month extension (for
up to $1,150,000) of the time that we have to consummate a business combination, which amount may be
converted into Extension Warrants, at the price of $1.00 per warrant and such warrants would be identical
to the Placement Warrants, including as to exercise price, exercisability and exercise period;

. if Blue Water does not complete an initial business combination by December 17, 2021 (or June 17, 2022
if Blue Water extends the period of time to consummate a business combination), a portion of the proceeds
from the sale of the Placement Warrants will be included in the liquidating distribution to Blue Water’s
public stockholders and the Placement Warrants will expire worthless; and

. if the Trust Account is liquidated, including in the event Blue Water is unable to complete an initial business
combination within the required time period, the Sponsor has agreed to indemnify Blue Water to ensure
that the proceeds in the Trust Account are not reduced below $10.20 per Public Share by the claims of
prospective target businesses with which Blue Water has entered into an acquisition agreement or claims
of any third party for services rendered or products sold to Blue Water, but only if such a vendor or target
business has not executed a waiver of any and all rights to seek access to the Trust Account.
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Emerging Growth Company

Blue Water is currently and, following the consummation of the Business Combination, the Combined Entity
will be, an “emerging growth company,” as defined in the Securities Act, as modified by the Jumpstart Our Business
Startups Act (“JOBS Act”). Blue Water has taken, and the Combined Entity may continue to take, advantage of certain
exemptions from various reporting requirements that are applicable to other public companies that are not emerging
growth companies, including, but not limited to, not being required to comply with the auditor attestation requirements
of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in Blue
Water’s periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory
vote on executive compensation and stockholder approval of any golden parachute payments not previously approved.
As a result, stockholders of Blue Water and the Combined Entity may not have access to certain information they may
deem important.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply
with new or revised financial accounting standards until private companies (that is, those that have not had a Securities
Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are
required to comply with the new or revised financial accounting standards. The JOBS Act provides that a company can
elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth
companies but any such election to opt out is irrevocable. Blue Water has not elected to opt out of such extended
transition period, which means that when a standard is issued or revised and it has different application dates for public
or private companies, Blue Water (and, following the Business Combination, the Combined Entity), as an emerging
growth company, can adopt the new or revised standard at the time private companies adopt the new or revised
standard. This may make comparison of Blue Water’s and the Combined Entity’s financial statements with certain
other public companies difficult or impossible because of the potential differences in accounting standards used.

Blue Water (and following the Business Combination, the Combined Entity) will remain an emerging growth
company until the earliest of: (i) the last day of the fiscal year following the fifth anniversary of the closing of the
Blue Water IPO, (ii) the last day of the fiscal year in which Blue Water (and following the Business Combination, the
Combined Entity) has total annual gross revenue of at least $1.07 billion; (iii) the last day of the fiscal year in which
Blue Water (and following the Business Combination, the Combined Entity) is deemed to be a “large accelerated
filer” as defined in Rule 12b-2 under the Exchange Act, which would occur if the market value of Blue Water’s
(and following the Business Combination, the Combined Entity’s) common stock held by non-affiliates exceeded
$700.0 million as of the last business day of the second fiscal quarter of such year; or (iv) the date on which Blue Water
(and following the Business Combination, the Combined Entity) has issued more than $1.0 billion in non-convertible
debt securities during the prior three-year period.

Summary of Risk Factors

This discussion includes forward-looking information regarding our business, results of operations and cash
flows and contractual obligations and arrangements that involves risks, uncertainties and assumptions. Our actual
results may differ materially from any future results expressed or implied by such forward-looking statements as a
result of various factors, including, but not limited to, those discussed in the sections of this proxy statement/prospectus
entitled “Cautionary Note Regarding Forward-Looking Statements.”

Risks Related to the Business Combination

. Blue Water’s stockholders can exercise redemption rights with respect to a large number of Blue Water’s
shares, which may impair Blue Water to complete the Business Combination or optimize its capital
structure.

. Blue Water did not seek an opinion from an unaffiliated third party as to the fair market value of Clarus or

that the price it is paying for Clarus is fair to its stockholders from a financial point of view.

. You may be unable to ascertain the merits or risks of Clarus’s operations.
. There is no assurance that Blue Water’s diligence will reveal all material risks that may present with regard
to Clarus.
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The unaudited pro forma financial information included in the section entitled “Unaudited Pro Forma
Condensed Combined Financial Statements” may not be representative of New Blue Water’s results if the
Business Combination is consummated.

The Combined Entity’s ability to be successful following the Business Combination will depend upon the
efforts of the Combined Entity’s board of directors and key personnel and the loss of such persons could
negatively impact the operations and profitability of New Blue Water’s business.

The value of the Founder Shares following completion of the Business Combination is likely to be
substantially higher than the nominal price paid for them, even if the trading price of New Blue Water
common stock at such time is substantially less than $10.00 per share.

Blue Water’s and Clarus’s stockholders may not realize a benefit from the Business Combination
commensurate with the dilution they will experience in connection with the Business Combination.

During the pendency of the Business Combination, Blue Water and Clarus may not be able to enter into
a business combination with another party because of restrictions in the Merger Agreement, which could
adversely affect their respective businesses.

Delaware law and New Blue Water’s certificate of incorporation and bylaws will contain certain provisions,
including anti-takeover provisions, that limit the ability of stockholders to take certain actions and could
delay or discourage takeover attempts that stockholders may consider favorable.

The Amended Charter will designate a state or federal court located within the State of Delaware as the
exclusive forum for substantially all disputes between New Blue Water and its stockholders, and also
provide that the federal district courts will be the exclusive forum for resolving any complaint asserting a
cause of action arising under the Securities Act, each of which could limit the ability of New Blue Water’s
stockholders to choose the judicial forum for disputes.

Risks Related to Clarus

There is substantial doubt about our ability to continue as a going concern.

We have incurred significant indebtedness in connection with our business and servicing our debt requires
a significant amount of cash. We may not have sufficient cash flow from our operations to satisfy the
financial covenants in our debt agreements. We may not receive a waiver of default for outstanding
indebtedness for which we may be in default in the future.

We have identified material weaknesses in our internal control over financial reporting, and we, and
following the Business Combination, the Combined Entity, may identify future material weaknesses in our
or the Combined Entity’s internal control over financial reporting.

JATENZO is the only product we were commercializing, and we depend almost entirely on its success.

We have limited experience as a commercial company and the marketing and sale of JATENZO or any
future approved drugs may be unsuccessful or less successful than anticipated.

Our ability to utilize our net operating loss carryforwards and certain other tax attributes may be limited.
Our reliance on third-party suppliers and distributors could harm our ability to commercialize JATENZO.
The ongoing COVID-19 pandemic is having, and is expected to have, an adverse impact on our business.

The FDA and other regulatory agencies actively enforce the laws and regulations prohibiting the promotion
of off-label uses. If we are found to have improperly promoted off-label uses, we may become subject to
significant liability.

Even though we have received marketing approval for JATENZO in the United States, we may never
receive marketing approval outside of the United States, or receive pricing and reimbursement outside the
United States at acceptable levels.
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Recent federal legislation may increase pressure to reduce prices of certain pharmaceutical products paid
for by Medicare.

Testosterone (T) is a Schedule III (non-narcotic) substance under the Controlled Substances Act and any
failure to comply with this Act or its state equivalents would have a negative impact on our business.

If coverage and reimbursement for JATENZO are limited, it may be difficult to profitably sell JATENZO.
Our market is subject to intense competition.

If we are unable to obtain or protect intellectual property rights related to JATENZO, we may not be able
to compete effectively in our market.

We are presently involved in a lawsuit and interference proceeding may be involved in other lawsuits and
proceedings to protect or enforce our patents, which could be expensive, time consuming and unsuccessful.

We will need to grow our company, and may encounter difficulties in managing this growth.

Our future success depends on our ability to retain our chief executive officer, chief financial officer and
chief commercial officer and to attract, retain and motivate qualified personnel.

Our debt agreements contain restrictions that limit our flexibility in operating our business.

Risks Related to Ownership of New Blue Water Common Stock

Nasdaq may delist New Blue Water’s securities from its exchange.
The market price of New Blue Water’s common stock may decline as a result of the Business Combination.

There are no current plans to pay cash dividends on the New Blue Water common stock for the foreseeable
future.

New Blue Water stockholders may experience dilution in the future.

Future sales, or perceived future sales, by New Blue Water or its stockholders in the public market following
the Business Combination could cause the market price for New Blue Water common stock to decline.

If Blue Water public stockholders fail to comply with the redemption requirements specified in this proxy
statement/prospectus, they will not be entitled to redeem their public shares for a pro rata portion of the
funds held in the Trust Account.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION OF BLUE WATER

The summary statements of operations data for the three months ended March 31, 2021 and the summary
balance sheet data as of March 31, 2021 are derived from Blue Water’s unaudited interim condensed financial
statements included elsewhere in this proxy statement/prospectus. Blue Water’s unaudited interim condensed financial
statements were prepared on a basis consistent with its audited financial statements and include, in management’s
opinion, all adjustments, consisting only of normal recurring adjustments, that Blue water considers necessary for a
fair presentation of the financial information set forth in those interim statements included elsewhere in this proxy
statement/prospectus. The summary statements of operations data for the period from May 22, 2020 (inception)
through December 31, 2020 and the summary balance sheet data as of December 31, 2020 are derived from Blue
Water’s audited financial statements, each of which is included elsewhere in this proxy statement/prospectus.

The historical results presented below are not necessarily indicative of the results to be expected for any future
period and interim financial results are not necessarily indicative of the results that may be expected for the full
year. You should carefully read the following selected financial information in conjunction with the section titled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations of Blue Water” and Blue
Water’s financial statements and the related notes appearing elsewhere in this proxy statement/prospectus.

Statements of Operations Data:

For the Period
For the Three from May 22,
Months Ended 2020 (inception)

March 31, through
2021 December 31,
(unaudited) 2020
General and administrative eXpenses . ... .........ouuereinenennnnenan.. $ 418,034 $ 2,978,263
Other taXxes . .. .ottt 87,545 172,200
Loss from operations. . . . ..o vttt (505,579) (3,150,463)
Gain on marketable SECUrTtiES. . ... ...ttt 1,446 48
Issuance costs — warrant liabilities . . .. .......... ... ... ... ... — (645,776)
Change in fair value of derivative warrant liabilities . ................... 11,150,880 (921,830)
Netincome (I0SS) . .. ... ... it $ 10,646,747 $ (4,718,021)
Weighted average shares outstanding of common stock subject to
redemption, basic and diluted . ... ......... ... ... ... .. ... . ... 3,476,458 3,556,309
Basic and diluted net income per share, common stock subject to
redemption. . ......... . ... ... $ — 8 —
Weighted average shares outstanding of common stock, basic and diluted. . 3,476,458 1,447,732
Basic and diluted net income (loss) per share, common stock ............ $ 2.83 § (3.26)
Statements of Balance Sheet Data:
As of As of
March 31, December 31,
2021 2020
Balance Sheet Data:
TOtal @SSELS . . . v v et et e $ 59,244,610 $§ 59,473,560
Total liabilities. . . .. ... o $ 8,256,283 § 19,131,980
Working capital) ... ... .. $ (102,912) $ 402,667
Total stockholders” equity. . ...t $ 5,000,005 $ 5,000,008

(1)  Working capital is defined as total current assets minus total current liabilities
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SELECTED HISTORICAL FINANCIAL INFORMATION OF CLARUS

The following tables summarize Clarus’s historical financial data. The summary statements of operations
data for the three months ended March 31, 2021 and 2020 and the summary balance sheet data as of March 31,
2021 are derived from Clarus’s unaudited interim condensed financial statements included elsewhere in this proxy
statement/prospectus. Clarus’s unaudited interim condensed financial statements were prepared on a basis consistent
with its audited financial statements and include, in management’s opinion, all adjustments, consisting only of
normal recurring adjustments, that Clarus considers necessary for a fair presentation of the financial information
set forth in those statements included elsewhere in this proxy statement/prospectus. Clarus has derived the summary
statements of operations data for the years ended December 31, 2020 and 2019 and the summary balance sheet data
as of December 31, 2020 and 2019 from Clarus’s audited financial statements appearing elsewhere in this proxy
statement/prospectus. Clarus’s historical results are not necessarily indicative of the results that may be expected in
any future period, and interim financial results are not necessarily indicative of the results that may be expected for
the full year.

You should read this data together with Clarus’s audited financial statements and related notes included elsewhere
in this proxy statement/prospectus and the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations of Clarus.”

Statements of Operations Data:

Three Months Ended Years Ended
March 31, December 31,

in thousands, except share and per share data 2021 2020 2020 2019

Net product TEVENUE . . ..o oot e et e e e $ 2,330 $ 897 $ 6,369 §$ —

Costof productsales ............couiiiiiiiieinnnn.. 367 7,698 8,687 —

Gross profit (10SS). . ..o vttt 1,963 (7,071) (2,318) —
Operating expenses:

Salesand marketing . .......... ... ... .. i 7,937 4,949 29,515 7,374

General and administrative. . ... ...... ... ... .. . .. 3,605 3,209 11,937 7,414

Research and development. .. ........... ... ... .. ... ...... 1,210 952 3,407 3,088
Loss from operations. . . . ... ..ottt (10,789) (16,181) (47,177) (17,876)
Other (expense) income, net:

Change in fair value of warrant liability and derivative, net . ...... — 6,453 66,891 13

Interest INCOME . . . ... oottt — 14 25 79

INterest EXPense . . . ..o v vttt (4,640) (2,180) (15,394) (23,866)

Total other (expense) income, net. . .................. (4,640) 4,287 51,522 (23,774)

Net (loss) income before income taxes. .. ........c.ooveunennen .. (15,429) (11,894) 4,345 (41,650)
Provision for income taxes .. ...t — — — —
Net (I0SS) INCOME &+ .ottt et et (15,429) (11,894) 4,345 (41,650)
Accretion of preferred stock . .. ... ... ... i (3,939) (3,671) (14,682) (13,594)
Net loss attributable to common stockholders — basic and diluted. . . . . $ (19,368) $ (15,565) $ (10,337) $§ (55,244)
Net loss per common share attributable to common stockholders,

basicand diluted. ........ ... .. ... $ (1480) $§ (17.89) $§ (11.88) $§  (63.48)
Weighted-average common shares used in net loss per share

attributable to common stockholders, basic and diluted. . ......... 1,308,694 870,263 870,263 870,263
Statements of Balance Sheet Data:

March 31, December 31,

in thousands 2021 2020 2019
Balance Sheet Data
Cash and cash equivalents. .. ......................... $ 7,364 $ 7,233 $ 1,656
Total asSets . ... ..ot $ 22812 § 19,400 $ 9,867
Total liabilities. . .. ....... ... i $ 162,290 $ 146,985 $ 142,622
Redeemable convertible preferred stock. ................ $ 193,665 $ 198,195 $ 183,513
Accumulated deficit . ........... ... . ... ... ... $ (341,210) $ (325,781) $ (316,269)
Total stockholders’ deficit. . .......................... $ (333,143) $ (325,780) $ (316,268)




SUMMARY UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

Defined terms included below shall have the same meaning as terms defined and included elsewhere in this this
proxy statement/prospectus.

The following summary unaudited pro forma condensed combined financial data, (the “summary pro forma
data”) gives effect to the Business Combination described in the section entitled “Unaudited Pro Forma Condensed
Combined Financial Information.” The Business Combination is expected to be accounted for as a reverse
recapitalization, with no goodwill or other intangible assets recorded, in accordance with U.S. GAAP. Under this
method of accounting, Blue Water will be treated as the “acquired” company for financial reporting purposes. The net
assets of Blue Water will be stated at historical cost, with no goodwill or other intangible assets recorded.

The summary unaudited pro forma condensed combined balance sheet data as of March 31, 2021 gives
pro forma effect to the Business Combination and related transactions as if they had occurred on March 31, 2021.
The summary unaudited pro forma condensed combined statement of operations data for the three months ended
March 31, 2021 and the year ended December 31, 2020 give pro forma effect to the Business Combination and
related transactions as if they had occurred on January 1, 2020.

The summary pro forma data have been derived from, and should be read in conjunction with, the unaudited
pro forma condensed combined financial information of the Combined Entity appearing elsewhere in this
proxy statement/prospectus and the accompanying notes. The unaudited pro forma condensed combined financial
information is based upon, and should be read in conjunction with, the historical consolidated financial statements
of Blue Water and related notes and the historical financial statements of Clarus and related notes, in each case,
included in this proxy statement/prospectus. The summary pro forma data have been presented for informational
purposes only and are not necessarily indicative of what the Combined Entity’s financial position or results of
operations actually would have been had the Business Combination and the other transactions contemplated by
the Merger Agreement (described elsewhere in this proxy statement/prospectus) been completed as of the dates
indicated. In addition, the summary pro forma data do not purport to project the future financial position or operating
results of the Combined Entity.

For illustrative purposes, and after giving effect to the redemption of 3,690,032 Class A common stock of
Blue Water in connection with the amendment and extension of the incorporation certificate, at a redemption price
approximating $10.20 per share, the unaudited pro forma condensed combined financial information has been prepared
assuming two alternative levels of additional redemptions of Blue Water Class A common stock:

. Assuming No Additional Redemptions (“No Redemption”): This scenario assumes that no additional
Blue Water Class A common stock are redeemed; and

. Assuming Additional Redemption (“Max Redemption”): This scenario assumes additional redemption
of 3,690,032 Blue Water Class A common stock, for aggregate payment of approximately $37.6 million
from the Trust Account (based on an assumed redemption price of approximately $10.20 per share based
on the redemption price per share of $10.20), so that Blue Water retains at least $5,000,001 in net tangible
assets immediately prior to or upon the consummation of the Business Combination (after giving effect
to payments of all unpaid expenses, Blue Water’s liabilities and redemptions by Blue Water’s public
stockholders and excluding Clarus’s closing cash), set forth in the Merger Agreement.
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Assuming No Redemption, on a pro forma estimated basis, Clarus’s existing investors and lenders will hold
16,983,462 shares of Class A common stock of the Combined Entity immediately after the Closing, which approximates
a70.0% ownership level. Assuming Max Redemption, on a pro forma estimated basis, Clarus will hold common stock
of the Combined Entity approximating an 82.7% ownership level.

Assuming No Redemption Assuming Max Redemption
Stockholder % Ownership Shares % Ownership Shares
Clarus® . . ... 70.0% 16,983,462 82.7% 16,983,462
Public .......... ... ... i 24.0% 5,807,500 10.3% 2,117,468
Sponsor (including % of Blue Water’s
directors and officers)............... 6.0% 1,437,500 7.0% 1,437,500
Total ........... ... ... ... . ... .. 100% 24,228,462 100% 20,538,430

(a)  Refer to Note 1 Share consideration to Clarus for the calculation of shares issued to Clarus at closing.

The foregoing ownership percentages with respect to the Combined Entity following the Business Combination
are based on the assumption that there are no adjustments for the outstanding Public Warrants or Placement Warrants
issued by Blue Water and assume that: (i) there are no redemptions of any shares by Blue Water’s public stockholders
in connection with the Business Combination, (ii) the negative Closing Net Indebtedness is the maximum amount
allowed by the agreement, $43.1 million, (iii) no awards are issued under the Equity Incentive Plan, and (iv) no
Working Capital Warrants or Extension Warrants are issued. The pro forma ownership percentages contemplate all
Clarus financings through June 22, 2021 and do not include any Clarus financing that may occur between then and the
Closing. If the actual facts are different than these assumptions (which they are likely to be), the percentage ownership
retained by the Blue Water’s existing stockholders in the Combined Entity will be different.

If the actual facts are different than these assumptions, then the amounts and shares outstanding in the unaudited
pro forma condensed combined financial information will be different.
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Selected Unaudited Pro Forma Financial Information

Unaudited Pro Forma Condensed Combined Balance Sheet as of March 31, 2021
(in thousands, except share and per share amounts)

Scenario 1 (Assuming

Scenario 2 (Assuming
Maximum Redemptions

Historical Historical No redemption into Cash) into Cash)
- Transaction Transaction
(A) Private Clarus (B) Accounting Pro Forma Accounting Pro Forma
Clarus Placement Pro Forma  Blue Water  Adjustments Combined Adjustments  Combined
Assets
Current assets:
Cash and cash equivalents ... $§ 7,364 $ 17,816 $ 25,180 $ 408 $ 48,289 $ 73,877 $ 10,651 $ 36,239
Accounts receivable, net . . .. 5,225 — 5,225 — — 5,225 — 5,225
Inventory ................ 8,035 — 8,035 — — 8,035 — 8,035
Prepaid expenses and other
current assets. .. ........ 2,118 — 2,118 185 — 2,303 — 2,303
Total current assets . . . . . 22,742 17,816 40,558 593 48,289 89,440 10,651 51,802
Property and equipment, net. . . . 70 — 70 — — 70 — 70
Investments held in Trust
Account ................. — — — 58,652 (58,652) — (58,652) —
Total assets. ........... $ 22812 $§ 17,816 $ 40,628 $ 59,245 § (10,363) $ 89,510 $ (48,001) $ 51,872
Liabilities and Shareholders’
Equity (Deficit)
Current liabilities:
Senior notes payable . ...... $ 44,060 — $ 44,060 $ — (8,812) $ 35,248 § (8,812) $ 35,248
Accounts payable.......... 16,189 — 16,189 83 — 16,272 — 16,272
Accrued expenses. .. ....... 7,470 — 7,470 323 260 8,053 260 8,053
Due to related party . . ... ... — — — 30 — 30 — 30
Accrued taxes. ............ — — — 260 (260) — (260) —
Deferred revenue . ... ... ... 1,094 — 1,094 — — 1,094 — 1,094
Total current liabilities . . 68,813 — 68,813 696 (8,812) 60,697 (8,812) 60,697
Deferred underwriting
COMMISSIoNS. . ............ — — — 2,013 (2,013) — (2,013) —
Derivative warrant liabilities. . . . — — — 5,548 — 5,548 — 5,548
Convertible notes payable to
related parties. .. .......... 83,479 17,816 101,295 — (101,295) — (101,295) —
Royalty obligation. . .......... 9,998 — 9,998 — (9,998) — (9,998) —
Total liabilities . . . .. .. .. 162,290 17,816 180,106 8,257 (122,118) 66,245 (122,118) 66,245
Series A redeemable convertible
preferred stock . ........... 9,354 — 9,354 — (9,354) — (9,354) —
Series B redeemable convertible
preferred stock . . .......... 15,420 — 15,420 — (15,420) — (15,420) —
Series C redeemable convertible
preferred stock . . .......... 20,458 — 20,458 — (20,458) — (20,458) —
Series D redeemable convertible
preferred stock . ........... 148,433 — 148,433 — (148,433) — (148,433) —
Total convertible
preferred stock . . . . .. 193,665 — 193,665 — (193,665) — (193,665) —
Common stock subject to
redemption. .............. — — — 45,988 (45,988) — (45,988) —
Stockholders’ Equity
Common stock. ........... 3 — 3 — 3) — 3) —
Class A Common Stock. . . . . — — — — 2 2 2 2
Class B Common Stock. . . . . — — — — — — — —
Additional paid-in capital . .. 8,064 — 8,064 — 316,276 324,339 278,638 286,702
Accumulated deficit. . ... ... (341,210) — (341,210) 5,000 35,133 (301,077) 35,133 (301,077)
Total Stockholders’
Equity (Deficit). . . . .. (333,143) — (333,143) 5,000 351,408 23,265 313,770 (14,373)
Total Liabilities and
Stockholders’ Equity
(Deficit) . ........... $ 22812 $ 17816 $ 40,628 $ 59,245 § (10,363) $ 89,510 §$ (48,001) $§ 51,872

Pro Forma notes

(A) From the unaudited condensed balance sheet of Clarus as of March 31, 2021.
(B) From the unaudited condensed balance sheet of Blue Water as of March 31, 2021.
See accompanying notes to the unaudited pro forma condensed combined financial information.
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Unaudited Pro Forma Condensed Combined Statement of Operations

Net product revenue . ..............
Cost of productsales. ..............
Grossprofit. .....................
Operating expenses:
Sales and marketing . ............
General and administrative. .. ... ..
Research and development. . ... ...
Othertaxes ....................
Loss from operations ...........

Other income (expense), net:
Gain on marketable securities. . . . ..

Change in fair value of derivative
warrant liabilities . .. ..........

Interestexpense . ...............
Total other income (expense), net. . . . .
Net (loss) income . ................
Deemed dividend to sponsor. . .......
Accretion of preferred stock.........

Net (loss) income attributable to
common stockholders. .. ........

Weighted average shares outstanding
of common stock subject to
redemption, basic and diluted. . . . ..

Basic and diluted net loss per
share, common stock subject to
redemption . ...................

Weighted average number of common
shares outstanding — basic and
diluted. .......................

Basic and diluted net loss per share
available to Sponsor per share,
common stock. . ................

Pro Forma notes

(A)
2021.

(B)
2021.

For the Three Months Ended March 31, 2021
(in thousands, except share and per share amounts)

Scenario 1 (Assuming

Scenario 2 (Assuming

Historical No redemption into Cash) Maximum Redemptions into Cash)
Transaction Transaction
(A) (B) Accounting Pro Forma Accounting Pro Forma
Clarus Blue Water Adjustments Combined Adjustments Combined

2,330 S — $ — 3 2,330 $ — $ 2,330
367 — — 367 — 367
1,963 — — 1,963 — 1,963
7,937 — — 7,937 — 7,937
3,605 418 88 4,111 88 4,111
1,210 — — 1,210 — 1,210
— 88 (88) — (88) —
(10,789) (506) — (11,295) — (11,295)

— 1 — 1 — 1

— 11,151 11,151 — 11,151
(4,640) — 2,914 (1,726) 2,914 (1,726)
(4,640) 11,152 2,914 9,426 2,914 9,426
(15,429) 10,646 2,914 (1,869) 2,914 (1,869)
(3,939) — 3,939 — 3,939 —
(19,368) $ 10,646 $ 6,853 $ (1,869) $ 6,853 $ (1,869)

3,476,458
$ _

1,308,694 3,768,542 24,228,462 20,538,430
(14.80) $ 2.83 $ (0.08) $ (0.09)

From the unaudited condensed statement of operations of Clarus for the three months ended March 31,

From the unaudited condensed statement of operations of Blue Water for the three months ended March 31,

See accompanying notes to the unaudited pro forma condensed combined financial information.
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Unaudited Pro Forma Condensed Combined Statement of Operations

For the Year Ended December 31, 2020
(in thousands, except share and per share amounts)

Scenario 1 (Assuming Scenario 2 (Assuming
Historical No redemption into Cash) Maximum Redemptions into Cash)
Transaction Transaction
(A) (B) Accounting Pro Forma Accounting Pro Forma
Clarus Blue Water  Adjustments Combined Adjustments Combined
Net product revenue . ......... $ 6,369 $ — 3 —  $ 6,369 $ — 3 6,369
Cost of product sales. . ........ 8,687 — — 8,687 — 8,687
Grossloss . ...l (2,318) — — (2,318) — (2,318)
Operating expenses:
Sales and marketing . ....... 29,515 — 50 29,565 50 29,565
General and administrative. . . 11,937 2,978 611 15,526 611 15,526
Research and development. . . 3,407 — 70 3,477 70 3,477
Othertaxes ............... — 172 (172) — (172) —
Loss from operations . . . ... 47,177) 3,150) (559) (50,886) (559) (50,886)

Other income (expense), net:

Change in fair value of
warrant liability and
derivative, net........... 66,891 — (66,891) — (66,891) —

Change in fair value of
derivative warrant

liabilities. .. ............ — (922) — (922) — (922)

Issuance costs — warrant

liabilities. .. ............ — (646) — (646) — (646)

Interest income . .. ......... 25 — 2,342 2,367 2,342 2,367

Interest expense ........... (15,394) — 10,091 (5,303) 10,091 (5,303)
Total other income (expense),

115 P 51,522 (1,568) (54,458) (4,504) (54,458) (4,504)
Net (loss) income ............ 4,345 (4,718) (55,017) (55,390) (55,017) (55,390)
Accretion of preferred stock. . . . (14,682) — 14,682 — 14,682 —
Net loss attributable to

common stockholders. . . . .. $ (10337) $ (4,718) § (40,335) $ (55,390) $ (40,335) $ (55,390)

Weighted average shares
outstanding of common stock
subject to redemption, basic
anddiluted ............... 3,556,309

Basic and diluted net loss per
share, common stock subject
to redemption . ............ $ —

Weighted average number of
common shares outstanding —
basic and diluted. .......... 870,263 1,447,732 24,913,070 22,240,636

Basic and diluted net loss per
share available to Sponsor
per share, common stock .... $ (11.88) $ (3.26) $ (2.22) $ (2.49)

Pro Forma notes
(A) From the audited statement of operations of Clarus as of December 31, 2020.
(B) From the audited statement of operations of Blue Water as of December 31, 2020.

See accompanying notes to the unaudited pro forma condensed combined financial information.
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UNAUDITED HISTORICAL COMPARATIVE AND PRO FORMA COMBINED PER SHARE
DATA OF BLUE WATER AND CLARUS

Defined terms included below shall have the same meaning as terms defined and included elsewhere in this this
proxy statement/prospectus.

The following table sets forth selected historical comparative share information of Blue Water and Clarus and
unaudited pro forma condensed combined per share information of the Combined Entity after giving effect to the
Business Combination, assuming No Redemption and Max Redemption, respectively.

The unaudited pro forma book value information reflects the Business Combination and related transactions as
if they had occurred on March 31, 2021. The weighted average shares outstanding and net loss per share information
give pro forma effect to the Business Combination and related transactions as if they had occurred on January 1, 2020.

The historical book value per share is computed by dividing total common stockholders’ equity by the number
of shares of common stock outstanding at the end of the period. The pro forma combined book value per share is
computed by dividing total pro forma common stockholders’ equity by the pro forma number of shares of common
stock outstanding at the end of the period. The pro forma earnings per share of the Combined Entity is computed by
dividing the pro forma income available to the Combined Entity’s common stockholders by the pro forma weighted
average number of shares outstanding over the period.

This information is only a summary and should be read together with the selected historical financial information
included elsewhere in this proxy statement/prospectus, and the historical financial statements of Blue Water and
Clarus and related notes that are included elsewhere in this proxy statement/prospectus. The unaudited pro forma
combined per share information of Blue Water and Clarus is derived from, and should be read in conjunction with,
the unaudited pro forma condensed combined financial statements and related notes included elsewhere in this proxy
statement/prospectus.

The unaudited pro forma combined earnings per share information below does not purport to represent the
earnings per share which would have occurred had the companies been combined during the periods presented, nor
earnings per share for any future date or period. The unaudited pro forma combined book value per share information
below does not purport to represent what the value of Blue Water and Clarus would have been had the companies been
combined during the periods presented.

Combined Pro Forma

As of and for the three months ended Blue Water Clarus Assuming No  Assuming Max
March 31,2021 (Historical)  (Historical) Redemption Redemption
Book value per diluted share®™® ... .............. $ 0.69 $ 9.07) $ 0.96 $ (0.70)
Net loss per share, basic and diluted. ............. $ 283 % (14.80) $ (0.08) $ (0.09)
Weighted average shares outstanding — basic and

diluted®. ... ... 3,768,542 1,308,694 24,228,462 20,538,430
Net loss per share-basic and diluted — redeemable. .. $ —
Weighted average shares outstanding-basic and

diluted — subject to redemption® . ............. 3,476,458

(1)  Book value per share = total equity (deficit)/common shares outstanding at March 31, 2021 for Blue Water, Clarus and pro
forma.

(2)  Historical book value per share and net income (loss) per share are based on total common stock for Blue Water and total
common stock for Clarus.

(3)  There were no cash dividends declared in the periods presented.
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DIVIDENDS ON SECURITIES
Blue Water

Holders of Blue Water

As of the Record Date, there were 2 holders of record of Blue Water common stock, and 2 holders of record of
Warrants and 1 holder of Units.

Dividend Policy of Blue Water

Blue Water has not paid any cash dividends on its common stock to date and does not intend to pay cash
dividends prior to the completion of its initial business combination.

Clarus

There is no public market for shares of Clarus’s equity securities.

Dividend Policy of Clarus

Clarus has not paid any cash dividends on its stock to date and does not intend to pay cash dividends prior to the
completion of the Business Combination. Clarus is also party to debt agreements with covenants that limit Clarus’s
ability to pay dividends or make distributions with respect to its common stock.

Dividend Policy of the Combined Entity Following the Business Combination

The Combined Entity intends to retain future earnings, if any, for future operations, expansion and debt repayment
and there are no current plans to pay any cash dividends for the foreseeable future. The declaration, amount and
payment of any cash dividends in the future will be at the sole discretion of the Combined Entity’s board of directors,
and will depend upon the Combined Entity’s revenue earnings, if any, available cash, current and anticipated cash
needs, capital requirements, contractual, legal, tax and regulatory restrictions, general financial condition subsequent
to completion of the Business Combination and such other factors as the Combined Entity’s board of directors may
deem relevant.
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RISK FACTORS

You should carefully consider all the following risk factors, together with all of the other information included or
incorporated by reference in this proxy statement/prospectus, including the financial information, before deciding whether
or how to vote or instruct your vote to be cast to approve the proposals described in this proxy statement/prospectus.

The value of your investment following consummation of the Business Combination will be subject to significant
risks affecting, among other things, the Combined Entity s business, financial condition or results of operations. If any
of the events described below occur, the Combined Entity s post-Business Combination business and financial results
could be adversely affected in material respects. This could result in a decline, which may be significant, in the trading
price of the Combined Entity’s securities and you therefore may lose all or part of your investment. The risk factors
described below are not necessarily exhaustive and you are encouraged to perform your own investigation with respect
to the businesses of Blue Water and Clarus. Any reference in this “Risk Factors” section to the “surviving entity” shall
mean New Blue Water.

Risks Related to the Business Combination

The ability of Blue Water’s stockholders to exercise redemption rights with respect to a large number of Blue Water’s
shares may not allow Blue Water to complete the Business Combination or optimize its capital structure.

Because the Merger Agreement requires Blue Water to have at least $5,000,001 in net tangible assets at closing
(after giving effect to redemptions by Blue Water’s public stockholders), Blue Water will need to reserve a portion
of the cash in the Trust Account to meet such requirements, or arrange for third-party financing unless such closing
condition is waived by Clarus. In addition, if a larger number of shares are submitted for redemption than Blue Water
currently expects, Blue Water may need to seek to restructure the transaction to reserve a greater portion of the
cash in the Trust Account or arrange for third-party financing. Third-party financing may not be available to Blue
Water. Furthermore, raising additional third-party financing may involve dilutive equity issuances or the incurrence of
indebtedness at higher than desirable levels.

If the Business Combination is unsuccessful, you would not receive your pro rata portion of the Trust Account
until Blue Water liquidates the Trust Account or consummates an alternative initial business combination or upon
the occurrence of an Extension or certain other corporation actions as set forth in the Blue Water Charter. If you are
in need of immediate liquidity, you could attempt to sell your stock in the open market; however, at such time Blue
Water’s stock may trade at a discount to the pro rata amount per share in the Trust Account or there may be limited
market demand at such time. In either situation, you may suffer a material loss on your investment or lose the benefit
of funds expected in connection with Blue Water’s redemption until Blue Water liquidates, consummates an alternative
initial business combination, effectuates an Extension or takes certain other actions set forth in the Blue Water Charter
or you are able to sell your stock in the open market.

Blue Water did not seek an opinion from an unaffiliated third party as to the fair market value of Clarus or that the
price it is paying for Clarus is fair to its stockholders from a financial point of view.

The Blue Water Board did not obtain a third-party valuation or fairness opinion in connection with their
determination to approve the Business Combination. Blue Water is not required to obtain an opinion from an
unaffiliated third party indicating that the price it is paying is fair to its stockholders from a financial point of view.
In analyzing the Business Combination, Blue Water’s Board and management conducted due diligence on Clarus and
researched the industry in which Clarus operates and concluded that the Business Combination was in the best interest
of its stockholders. Accordingly, Blue Water’s stockholders will be relying solely on the judgment of the Blue Water
Board in determining the value of the Business Combination, and the Blue Water Board may not have properly valued
such business. The lack of third-party valuation or fairness opinion may also lead an increased number of stockholders
to vote against the Business Combination or demand redemption of their shares in connection with the Business
Combination, which could potentially impact Blue Water’s ability to consummate the Business Combination.

You may be unable to ascertain the merits or risks of Clarus’s operations.

If the Business Combination is consummated, the Combined Entity will be affected by numerous risks inherent
in Clarus’s business operations. Although Blue Water’s management has endeavored to evaluate the risks inherent in
the proposed Business Combination with Clarus, Blue Water cannot assure you that it can adequately ascertain or
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assess all of the significant risk factors. Furthermore, some of these risks may be outside of Blue Water’s control. Blue
Water also cannot assure you that an investment in Blue Water’s securities will not ultimately prove to be less favorable
to investors in Blue Water than a direct investment, if an opportunity were available, in Clarus. In addition, if Blue
Water’s stockholders do not believe that the prospects for the Business Combination are promising, a greater number
of stockholders may exercise their redemption rights, which may make it difficult for Blue Water to consummate the
Business Combination.

There is no assurance that Blue Water’s diligence will reveal all material risks that may present with regard to
Clarus. Subsequent to the completion of the Business Combination, the Combined Entity may be required to take
write-downs or write-offs, restructuring and impairment or other charges that could have a significant negative
effect on its financial condition and its share price, which could cause you to lose some or all of your investment.

Blue Water cannot assure you that the due diligence Blue Water has conducted on Clarus will reveal all material
issues that may be present with regard to Clarus, or that it would be possible to uncover all material issues through a
customary amount of due diligence or that risks outside of Blue Water’s control will not later arise. Clarus is aware
that Blue Water must complete an initial business combination by December 17, 2021 (or June 17, 2022 if Blue
Water extends the period of time to consummate a business combination). Consequently, Clarus may have obtained
leverage over Blue Water in negotiating the Merger Agreement, knowing that if Blue Water does not complete the
Business Combination, Blue Water may be unlikely to be able to complete an initial business combination with any
other target business prior to such deadline. In addition, Blue Water has had limited time to conduct due diligence.
Clarus is a privately held company and Blue Water therefore has made its decision to pursue a business combination
with Clarus on the basis of limited information, which may result in a business combination that is not as profitable
as expected, if at all. As a result of these factors, the Combined Entity may be forced to later write-down or write-off
assets, restructure operations, or incur impairment or other charges that could result in reporting losses. Even if Blue
Water’s due diligence successfully identified certain risks, unexpected risks may arise and previously known risks
may materialize in a manner not consistent with our preliminary risk analysis. Even though these charges may be
non-cash items and would not have an immediate impact on Blue Water’s liquidity, the fact that Blue Water reports
charges of this nature could contribute to negative market perceptions about Blue Water or Blue Water’s securities. In
addition, charges of this nature may cause Blue Water to violate leverage or other covenants to which it may be subject
as a result of assuming pre-existing debt held by Clarus or by virtue of it obtaining post-combination debt financing.
Accordingly, any stockholders of Blue Water who choose to remain stockholders of the Combined Entity following
the Business Combination could suffer a reduction in the value of their shares. Such stockholders are unlikely to have
a remedy for such reduction in value unless they are able to successfully claim that the reduction was due to the breach
by Blue Water’s officers or directors of a duty of care or other fiduciary duty owed by them to Blue Water, or if they
are able to successfully bring a private claim under securities laws that the proxy statement/prospectus relating to the
Business Combination contained an actionable material misstatement or material omission.

The unaudited pro forma financial information included in the section entitled “Unaudited Pro Forma Condensed
Combined Financial Statements” may not be representative of New Blue Water’s results if the Business Combination
is consummated and accordingly, you will have limited financial information on which to evaluate the financial
performance of New Blue Water and your investment decision.

Blue Water and Clarus currently operate as separate companies. Blue Water has had no prior history as a
combined entity and its operations have not previously been managed on a combined basis. The pro forma financial
information is presented for informational purposes only and is not necessarily indicative of the financial position or
results of operations that would have actually occurred had the Business Combination been completed at or as of the
dates indicated, nor is it indicative of the future operating results or financial position of New Blue Water. The pro
forma statement of earnings does not reflect future nonrecurring charges resulting from the Business Combination.
The unaudited pro forma financial information does not reflect future events that may occur after the Business
Combination and does not consider potential impacts of current market conditions on revenues or expenses. The pro
forma financial information included in the section entitled “Unaudited Pro Forma Condensed Combined Financial
Statements” has been derived from Blue Water’s and Clarus’s historical financial statements and certain adjustments
and assumptions have been made regarding the combined entity after giving effect to the transaction. Differences
between preliminary estimates in the pro forma financial information and the final acquisition accounting will occur
and could have an adverse impact on the pro forma financial information and New Blue Water’s financial position and
future results of operations.
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In addition, the assumptions used in preparing the pro forma financial information may not prove to be accurate
and other factors may affect New Blue Water’s financial condition or results of operations following the Closing. Any
potential decline in New Blue Water’s financial condition or results of operations may cause significant variations in
the stock price of New Blue Water.

Blue Water may issue additional shares of common or preferred stock to complete the Business Combination or
under the Equity Incentive Plan after completion of the Business Combination, any one of which would dilute the
interest of Blue Water’s stockholders and likely present other risks.

The Blue Water Charter authorizes the issuance of up to 50,000,000 shares of Class A common stock,
2,000,000 shares of Class B Common Stock, and 1,000,000 shares of preferred stock, par value $0.0001 per share.
There are currently 44,250,000 authorized but unissued shares of Class A common stock available for issuance, which
amount does not take into account shares reserved for issuance upon exercise of outstanding warrants. There are
currently 562,500 authorized but unissued shares of Class B common stock available for issuance. There are currently
no shares of preferred stock issued and outstanding. Blue Water may issue a substantial number of additional shares
of common or preferred stock to complete the initial business combination or under an employee incentive plan after
completion of the Business Combination. However, the Blue Water Charter provides, among other things, that prior
to Blue Water’s initial business combination, Blue Water may not issue additional shares of capital stock that would
entitle the holders thereof to (i) receive funds from the Trust Account or (ii) vote on any initial business combination.
These provisions of the Blue Water Charter, like all other provisions thereof, may be amended with a stockholder vote.
Blue Water’s executive officers and directors have agreed, pursuant to a written agreement with Blue Water, that they
will not propose any amendment to the Blue Water Charter that would affect the substance or timing of Blue Water’s
obligation to redeem 100% of its public shares if Blue Water does not complete the initial business combination by
December 17,2021 (or June 17, 2022 if Blue Water extends the period of time to consummate a business combination),
unless Blue Water provides its public stockholders with the opportunity to redeem their shares of Class A common
stock upon approval of any such amendment at a per-share price, payable in cash, equal to the aggregate amount then
on deposit in the Trust Account, including interest (which interest shall be net of taxes payable and working capital
released to Blue Water), divided by the number of then outstanding public shares. The issuance of additional shares of
common or preferred stock:

. may significantly dilute the equity interest of existing investors;

. may subordinate the rights of holders of common stock if preferred stock is issued with rights senior to
those afforded Blue Water’s common stock;

. could cause a change in control if a substantial number of common stock is issued, which may affect,
among other things, Blue Water’s ability to use its net operating loss carry forwards, if any, and could
result in the resignation or removal of Blue Water’s present officers and directors; and

. may adversely affect prevailing market prices for Blue Water’s Units, Class A common stock and/or
Warrants.

Blue Water is dependent upon its executive officers and directors and their departure could adversely affect Blue
Water’s ability to operate and to consummate the initial business combination; Blue Water’s executive officers and
directors also allocate their time to other businesses, thereby causing potential conflicts of interest that could have
a negative impact on Blue Water’s ability to complete the initial business combination.

Blue Water’s operations and its ability to consummate the Business Combination are dependent upon a relatively
small group of individuals and, in particular, its executive officers and directors. Blue Water believes that its success
depends on the continued service of its executive officers and directors, at least until the completion of the Business
Combination. Blue Water does not have an employment agreement with, or key-man insurance on the life of, any
of its directors or executive officers. The unexpected loss of the services of one or more of Blue Water’s directors
or executive officers could have a detrimental effect on Blue Water and the ability to consummate the Business
Combination. In addition, Blue Water’s executive officers and directors are not required to commit any specified
amount of time to its affairs and, accordingly, will have conflicts of interest in allocating management time among
various business activities, including monitoring the due diligence and undertaking the other actions required in order
to consummate the Business Combination. Each of Blue Water’s executive officers is engaged in several other business
endeavors for which they may be entitled to substantial compensation and Blue Water’s directors also serve as officers
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and board members for other entities. If Blue Water’s executive officers’ and directors’ other business affairs require
them to devote substantial amounts of time to such affairs in excess of their current commitment levels, it could
limit their ability to devote time to Blue Water’s affairs which may have a negative impact on Blue Water’s ability to
consummate the Business Combination.

The Combined Entity’s ability to be successful following the Business Combination will depend upon the efforts of
the Combined Entity’s board of directors and key personnel and the loss of such persons could negatively impact
the operations and profitability of New Blue Water’s post-Business Combination business.

The Combined Entity’s ability to be successful following the Business Combination will be dependent upon the
efforts of the Combined Entity’s board of directors and key personnel. Blue Water cannot assure you that New Blue
Water’s board of directors and key personnel will be effective or successful or remain with the Combined Entity. In
addition to the other challenges they will face, such individuals may be unfamiliar with the requirements of operating
a public company, which could cause the Combined Entity’s management to have to expend time and resources helping
them become familiar with such requirements.

It is estimated that, pursuant to the Merger Agreement, Blue Water’s public stockholders will own approximately
24.0% of the equity interests or assets of the Combined Entity (assuming no redemptions) and Blue Water’s
management, other than Kimberly Murphy and Joseph Hernandez, who are expected to serve on the board of directors
of the Combined Entity, will not be engaged in the management of the Combined Entity’s business. Accordingly, the
future performance of the Combined Entity will depend upon the quality of the post-Business Combination board of
directors, management and key personnel of the Combined Entity.

Blue Water’s key personnel may negotiate employment or consulting agreements with the Combined Entity in
connection with the Business Combination. These agreements may provide for them to receive compensation
following the Business Combination and as a result, may cause them to have conflicts of interest in determining
whether the Business Combination is advantageous.

Blue Water’s key personnel may be able to remain with the Combined Entity after the completion of the
Business Combination only if they are able to negotiate employment or consulting agreements in connection with the
Business Combination. Such negotiations may take place prior to the consummation of the Business Combination
and could provide for such individuals to receive compensation in the form of cash payments and/or securities of
the Combined Entity for services they would render to the Combined Entity after the completion of the Business
Combination. The personal and financial interests of such individuals may influence their motivation in connection
with the consummation of the Business Combination. However, Blue Water believes the ability of such individuals
to remain with the Combined Entity after the completion of the Business Combination will not be the determining
factor in Blue Water’s decisions regarding the consummation of the Business Combination. There is no certainty,
however, that any of Blue Water’s key personnel will remain with the Combined Entity after the consummation of the
Business Combination. Blue Water cannot assure you that any of its key personnel will remain in senior management
or advisory positions with the Combined Entity.

Because Blue Water’s initial stockholders, executive officers and directors will lose their entire investment in
Blue Water if the Business Combination or an alternative business combination is not completed, and because
Blue Water’s Sponsor, executive officers and directors will not be eligible to be reimbursed for their out-of-pocket
expenses if the Business Combination is not completed, a conflict of interest may have arisen in determining
whether Clarus was appropriate for Blue Water’s initial business combination.

Blue Water’s initial stockholders currently own 1,437,500 shares of Class B Common Stock. In addition, the
Sponsor purchased an aggregate of 3,445,000 Placement Warrants, each exercisable for one share of Class A common
stock at $11.50 per share, that will also be worthless if Blue Water does not complete a business combination. The
Founder shares are identical to the shares of Class A common stock. However, the holders have agreed (A) to vote any
shares owned by them in favor of any proposed business combination and (B) not to redeem any shares in connection
with a stockholder vote to approve a proposed initial business combination.

The personal and financial interests of Blue Water’s executive officers and directors may have influenced their
motivation in identifying and selecting a target business combination, completing an initial business combination and
influencing the operation of the business following the initial business combination. At the closing of Blue Water’s
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initial business combination, its Sponsor, executive officers and directors, or any of their respective affiliates, will
be reimbursed for any out-of-pocket expenses incurred in connection with activities on Blue Water’s behalf such as
identifying potential target businesses and performing due diligence on suitable business combinations. In the event
the Business Combination or an alternative business combination is completed, there is no cap or ceiling on the
reimbursement of out-of-pocket expenses incurred in connection with activities on Blue Water’s behalf. However, Blue
Water’s Sponsor, executive officers and directors, or any of their respective affiliates will not be eligible for any such
reimbursement if the Business Combination or an alternative business combination is not completed. Such financial
interests of Blue Water’s Sponsor, executive officers and directors may have influenced their motivation in approving
the Business Combination and may influence their motivation for completing the Business Combination.

Some of the Blue Water and Clarus officers and directors may be argued to have conflicts of interest that may
influence them to support or approve the Business Combination without regard to your interests.

Certain officers and directors of Blue Water and Clarus participate in arrangements that provide them with
interests in the Business Combination that may be different from yours, including, among others, the continued
service as an officer or director of New Blue Water, severance benefits, equity grants, continued indemnification
and the potential ability to sell an increased number of shares of common stock of New Blue Water. If the Business
Combination is not consummated and Blue Water is forced to wind up, dissolve and liquidate in accordance with the
Blue Water Charter, the 1,437,500 shares of Class B common stock currently held by the Sponsor and Blue Water’s
directors and officers, which were initially acquired prior to the Blue Water IPO by the initial stockholders for an
aggregate purchase price of $25,000, will be worthless (as the holders have waived liquidation rights with respect to
such shares). Such shares of Class A common stock had an aggregate market value of approximately $14,518,750
based on the last sale price of $10.10 per share on Nasdaq on July 16, 2021. Accordingly, the Sponsor and Blue Water’s
current executive officers and directors, have interests that may be different from, or in addition to, your interests as
a stockholder.

These interests, among others, may influence the officers and directors of Blue Water and Clarus to support
or approve the Merger. For more information concerning the interests of Blue Water and Clarus executive officers
and directors, see the sections entitled “The Blue Water Business Combination Proposal — Interests of Blue Waters
Directors and Officers in the Business Combination” and “The Clarus Business Combination Proposal — Interests of
Clarus Directors and Executive Officers in the Business Combination” in this proxy statement/prospectus.

The value of the Founder Shares following completion of the Business Combination is likely to be substantially
higher than the nominal price paid for them, even if the trading price of New Blue Water common stock at such time
is substantially less than $10.00 per share.

The Sponsor has invested in Blue Water an aggregate of $3,470,000, comprised of the $25,000 purchase price
for the Founder Shares and the $3,445,000 purchase price for the Placement Warrants. Assuming a trading price of
$10.00 per share upon consummation of the Business Combination, the 1,437,500 Founder Shares would have an
aggregate implied value of $14.4 million. Even if the trading price of New Blue Water common stock were as low
as $2.41 per share, and the Placement Warrants were worthless, the value of the Founder Shares would be equal to
the Sponsor’s initial investment in Blue Water. As a result, the Sponsor is likely to be able to recoup its investment in
the Combined Entity and make a substantial profit on that investment, even if the public shares have lost significant
value. Accordingly, the Blue Water management team, which owns interests in the Sponsor, may have an economic
incentive that differs from that of the public stockholders to pursue and consummate the Business Combination rather
than to liquidate and to return all of the cash in the trust to the public stockholders. For the foregoing reasons, you
should consider the Blue Water management team's financial incentive to complete the Business Combination when
evaluating whether to redeem your shares prior to or in connection with the Business Combination.

Blue Water’s stockholders and Clarus’s stockholders may not realize a benefit from the Business Combination
commensurate with the ownership dilution they will experience in connection with the Business Combination.

If New Blue Water is unable to realize the full strategic and financial benefits currently anticipated from the
Merger, Blue Water’s stockholders and Clarus’s stockholders will have experienced substantial dilution of their
ownership interests in their respective companies without receiving any commensurate benefit, or only receiving part
of the commensurate benefit to the extent New Blue Water is able to realize only part of the strategic and financial
benefits currently anticipated from the Business Combination.
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During the pendency of the Business Combination, Blue Water and Clarus may not be able to enter into a business
combination with another party because of restrictions in the Merger Agreement, which could adversely affect
their respective businesses. Furthermore, certain provisions of the Merger Agreement may discourage third parties
from submitting alternative takeover proposals, including proposals that may be superior to the arrangements
contemplated by the Merger Agreement.

Covenants in the Merger Agreement impede the ability of Blue Water and Clarus to make acquisitions or complete
other transactions that are not in the ordinary course of business pending completion of the Business Combination. As
aresult, if the Business Combination is not completed, the parties may be at a disadvantage to their competitors during
that period. In addition, while the Merger Agreement is in effect, each party is generally prohibited from soliciting,
initiating, encouraging or entering into certain extraordinary transactions, such as a merger, sale of assets or other
business combination outside the ordinary course of business, with any third party. Any such transactions could be
favorable to such party’s stockholders.

If the conditions to the Merger are not met, the Business Combination may not occur.

Even if the Business Combination is approved by the stockholders of Blue Water (including each of the Required
Approvals) and Clarus, specified conditions must be satisfied or waived to complete the Business Combination. These
conditions are described in detail in the Merger Agreement and in addition to stockholder consent, include among
other requirements, (i) receipt of requisite regulatory approvals and no law or order preventing the transactions, (ii) no
pending litigation to enjoin or restrict the Closing, (iii) each party’s representations and warranties being true and
correct as of the date of the Merger Agreement and as of the Closing (subject to Material Adverse Effect), (iv) each
party complying in all material respects with its covenants and agreements, (v) no Material Adverse Effect with
respect to a party since the date of the Merger Agreement which remains continuing and uncured, (vi) Blue Water
having net tangible assets of Blue Water having at least $5,000,001 in net tangible assets, after giving effect to the
redemption of Blue Water public stockholders, (vii) the members of the post-Closing board being elected or appointed,
(viii) an effective registration statement and (ix) the conditional Nasdaq approval. See “The Merger Agreement and
Related Agreements — Merger Agreement — Conditions to Consummation of the Merger” below for a more complete
summary. Blue Water and Clarus cannot assure you that all of the conditions will be satisfied. If the conditions are not
satisfied or waived, the Business Combination will not occur, or will be delayed and such delay may cause Blue Water
and Clarus to each lose some or all of the intended benefits of the Business Combination. If the Business Combination
does not occur, Blue Water may not be able to find another potential candidate for its initial business combination prior
to Blue Water’s deadline (currently December 17, 2021 (or June 17, 2022 if Blue Water extends the period of time to
consummate a business combination)), and Blue Water will be required to liquidate.

U.S. federal income tax reform could adversely affect us and holders of New Blue Water’s securities.

On December 22, 2017, President Trump signed into law H.R. 1, originally known as the “Tax Cuts and Jobs
Act,” (the “TCJA”) which significantly reformed the Code. This legislation, among other things, changes the U.S.
federal tax rates, imposes significant additional limitations on the deductibility of interest, allows the expensing of
capital expenditures and puts into effect the migration from a “worldwide” system of taxation to a territorial system.
Blue Water continues to examine the impact this tax reform legislation may have on Blue Water. The impact of this
tax reform, or of any future administrative guidance interpreting provisions thereof, on holders of New Blue Water’s
securities is uncertain and could be adverse. This proxy statement/prospectus does not discuss any such tax legislation
or the manner in which it might affect holders of New Blue Water’s securities. We urge holders of Blue Water securities
to consult with their legal and tax advisors with respect to any such legislation and the potential tax consequences of
their ownership of Blue Water securities and New Blue Water’s securities.

Delaware law and New Blue Water’s certificate of incorporation and bylaws will contain certain provisions,
including anti-takeover provisions, that limit the ability of stockholders to take certain actions and could delay or
discourage takeover attempts that stockholders may consider favorable.

The Amended Charter and New Blue Water’s bylaws that will be in effect upon consummation of the Business
Combination, and the DGCL, contain provisions that could have the effect of rendering more difficult, delaying,
or preventing an acquisition deemed undesirable by New Blue Water’s board of directors and therefore depress the
trading price of New Blue Water’s common stock. These provisions could also make it difficult for stockholders to
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take certain actions, including electing directors who are not nominated by the current members of the Clarus board
of directors or taking other corporate actions, including effecting changes in the management of the Combined Entity.
Among other things, the Amended Charter and New Blue Water’s bylaws include provisions regarding:

aclassified board of directors with three-year staggered terms, which could delay the ability of stockholders
to change the membership of a majority of New Blue Water’s board of directors;

opting out of Section 203 of the DGCL to allow New Blue Water to establish its own rules governing
business combinations with interested parties;

the ability of New Blue Water’s board of directors to issue shares of preferred stock, including “blank
check” preferred stock and to determine the price and other terms of those shares, including preferences
and voting rights, without stockholder approval, which could be used to significantly dilute the ownership
of a hostile acquirer;

the limitation of the liability of, and the indemnification of, New Blue Water’s directors and officers;

the exclusive right of New Blue Water’s board of directors to elect a director to fill a vacancy created by
the expansion of New Blue Water’s board of directors or the resignation, death or removal of a director,
which prevents stockholders from being able to fill vacancies on New Blue Water’s board of directors;

the requirement that directors may only be removed from New Blue Water’s board of directors for cause;

a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an
annual or special meeting of stockholders and could delay the ability of stockholders to force consideration
of a stockholder proposal or to take action, including the removal of directors;

the requirement that a special meeting of stockholders may be called only by New Blue Water’s board
of directors, the chairperson of New Blue Water’s board of directors, New Blue Water’s chief executive
officer or New Blue Water’s president (in the absence of a chief executive officer), which could delay
the ability of stockholders to force consideration of a proposal or to take action, including the removal of
directors;

controlling the procedures for the conduct and scheduling of board of directors and stockholder meetings;

the requirement for the affirmative vote of holders of at least 2/3 of the voting power of all of the then
outstanding shares of the voting stock, voting together as a single class, to amend, alter, change or repeal
any provision of the Amended Charter or New Blue Water’s bylaws, which could preclude stockholders
from bringing matters before annual or special meetings of stockholders and delay changes in New Blue
Water’s board of directors and also may inhibit the ability of an acquirer to effect such amendments to
facilitate an unsolicited takeover attempt;

the ability of New Blue Water’s board of directors to amend the bylaws, which may allow New Blue
Water’s board of directors to take additional actions to prevent an unsolicited takeover and inhibit the
ability of an acquirer to amend the bylaws to facilitate an unsolicited takeover attempt; and

advance notice procedures with which stockholders must comply to nominate candidates to New Blue
Water’s board of directors or to propose matters to be acted upon at a stockholders’ meeting, which could
preclude stockholders from bringing matters before annual or special meetings of stockholders and delay
changes in New Blue Water’s board of directors and also may discourage or deter a potential acquirer from
conducting a solicitation of proxies to elect the acquirer’s own slate of directors or otherwise attempting to
obtain control of the Combined Entity.

These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or changes
in New Blue Water’s board of directors or management.

Any provision of the Amended Charter, New Blue Water’s bylaws or Delaware law that has the effect of delaying
or preventing a change in control could limit the opportunity for stockholders to receive a premium for their shares
of New Blue Water’s capital stock and could also affect the price that some investors are willing to pay for New Blue
Water’s common stock.
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The Amended Charter will designate a state or federal court located within the State of Delaware as the exclusive

forum for substantially all disputes between New Blue Water and its stockholders, and also provide that the federal
district courts will be the exclusive forum for resolving any complaint asserting a cause of action arising under the
Securities Act, each of which could limit the ability of New Blue Water’s stockholders to choose the judicial forum
for disputes with New Blue Water or its directors, officers, or employees.

The Amended Charter, which will become effective upon the Closing, will provide that, unless New Blue Water
consents in writing to the selection of an alternative forum, the sole and exclusive forum for (i) any derivative action
or proceeding brought on its behalf, (ii) any action asserting a claim of breach of a fiduciary duty owed by any of its
directors, officers, or other employees to New Blue Water or its stockholders, (iii) any action arising pursuant to any
provision of the DGCL, or the certificate of incorporation or the bylaws or (iv) any other action asserting a claim that
is governed by the internal affairs doctrine shall be the Court of Chancery of the State of Delaware (or, if the Court
of Chancery does not have jurisdiction, the federal district court for the District of Delaware), in all cases subject to
the court having jurisdiction over indispensable parties named as defendants. The Amended Charter will also provide
that the federal district courts of the United States of America will be the exclusive forum for resolving any complaint
asserting a cause of action arising under the Securities Act. The exclusive forum provision will be applicable to the
fullest extent permitted by applicable law, subject to certain exceptions. Section 27 of the Exchange Act creates
exclusive federal jurisdiction over all suits brought to enforce any duty or liability created by the Exchange Act or the
rules and regulations thereunder. As a result, the exclusive forum provision will not apply to suits brought to enforce
any duty or liability created by the Exchange Act or any other claim for which the federal courts have exclusive
jurisdiction. We note, however, that there is uncertainty as to whether a court would enforce this provision and that
investors cannot waive compliance with the federal securities laws and the rules and regulations thereunder. Section 22
of the Securities Act creates concurrent jurisdiction for state and federal courts over all suits brought to enforce any
duty or liability created by the Securities Act or the rules and regulations thereunder.

Any person or entity purchasing or otherwise acquiring any interest in any of New Blue Water’s securities shall
be deemed to have notice of and consented to this provision. This exclusive-forum provision may limit a stockholder’s
ability to bring a claim in a judicial forum of its choosing for disputes with New Blue Water or its directors, officers,
or other employees, which may discourage lawsuits against New Blue Water and its directors, officers, and other
employees. If a court were to find the exclusive-forum provision to be inapplicable or unenforceable in an action, New
Blue Water may incur additional costs associated with resolving the dispute in other jurisdictions, which could harm
its results of operations.

Risk Related to Clarus

EXIYS

Unless the context otherwise requires, references to “we”, “us”and “our”in this subsection “— Risks Related to
Clarus ”generally refer to Clarus in the present tense and the Combined Entity from and after the Business Combination.

Investing in us involves a high degree of risk. Before you invest in us, you should carefully consider the following
risks, as well as general economic and business risks, and all of the other information contained in this proxy
statement/prospectus. Any of the following risks could have a material adverse effect on our business, operating
results and financial condition and cause the trading price of our common stock to decline, which would cause you to
lose all or part of your investment. When determining whether to invest, you should also refer to the other information
contained in this proxy statement/prospectus, including our financial statements and the related notes thereto, and the
other financial information concerning us included elsewhere in this proxy statement/prospectus.

Risks Related to Business Operations and Commercialization

Our independent registered public accounting firm’s report contains an explanatory paragraph that expresses
substantial doubt about our ability to continue as a going concern.

As of March 31, 2021, we had cash and cash equivalents of $7.4 million. We have incurred losses since inception
and we had an accumulated deficit of $341.2 million as of March 31, 2021, including $97.9 million of cumulative
accretion on our Preferred Stock, and $98.4 million of cumulative non-cash interest related to previously issued
convertible debt. We are also in forbearance on our March 12, 2020 senior secured notes as we were unable to maintain
at least $10.0 million in cash and cash equivalents as of the last day of each calendar month beginning December 2020
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and we were unable to pay the required $3.1 million interest payment due in March 2021. In accordance with the
related forbearance agreement, we will need to maintain at least $2.5 million of cash and cash equivalents as of the
last day of each calendar month commencing with March 2021 until the consummation of the Business Combination.

In addition to pursuing the Business Combination and a related investment of up to $25.0 million (which certain
of our stakeholders have agreed to invest in us before the close of the Business Combination), we plan to seek additional
funding through the expansion of our commercial efforts to grow JATENZO and our operating cash flow, business
development efforts to out-license JATENZO internationally, equity financings, debt financings, or other capital sources
including collaborations with other companies or other strategic arrangements with third parties. There can be no assurance
that these future financing efforts will be successful. If we are unable to obtain funding or generate operating cash flow,
we will be forced to delay, reduce or eliminate some or all of its product portfolio expansion or commercialization efforts,
which could adversely affect our business prospects, or we may be unable to continue operations.

Based on our recurring losses from operations incurred since inception, expectation of continuing operating
losses for the foreseeable future, and need to raise additional capital to finance our future operations, we have
concluded that our cash and cash equivalents will not be sufficient to fund our operating expenses, capital expenditure
requirements and debt service payments through at least the next twelve months and that there is substantial doubt
about our ability to continue as a going concern. Our audited financial statements contained elsewhere in this proxy
statement/prospectus do not include any adjustments that might result from the outcome of this uncertainty.

We have incurred significant indebtedness in connection with our business and servicing our debt requires a
significant amount of cash. We may not have sufficient cash flow from our operations to satisfy the financial
covenants in our debt agreements. We may not receive a waiver of default for outstanding indebtedness for which
we may be in default in the future.

In March 2020, we issued and sold senior secured notes to certain lenders not related to Clarus. In March 2021,
we entered into a forbearance agreement with such investors in relation to the senior secured notes. We were unable to
and did not pay interest of $3.125 million due on March 1, 2021. Under the forbearance agreement, in exchange for the
investors’ agreement not to exercise their rights to retrieve the funds owed, we were required to maintain cash and cash
equivalents of at least $2.5 million, amongst other financial budgeting and reporting requirements until consummation
of the Business Combination. Under the forbearance agreement, the forbearance period would automatically terminate
if certain conditions, including the execution of the Merger Agreement, did not occur on or prior to April 15, 2021.
In April 2021, we entered into a written consent to update the terms of the forbearance agreement. Per the written
consent, the forbearance period would not be terminated on April 15, 2021, provided that we, amongst other things,
executed the Merger Agreement and provided financial reporting requirements by April 27, 2021.

The terms of the senior secured notes provide for semi-annual payments on March 1 and September 1. Until
March 2022, only interest is payable on the notes, with payments in the amount of $3.125 million due on each of
September 1, 2021 and March 1, 2022. Beginning with the payment due September 1, 2022, in addition to interest
payments, we are required to make principal payments of $8.25 million on each of September 1, 2022, March 1, 2023,
September 1, 2023 and March 1, 2024. Thereafter, in addition to interest payments, we are required to make principal
payments of $10.0 million on each of September 1, 2024 and March 1, 2025. Additionally, on February 1, 2023, we are
required to make a payment of principal in the amount of $3.125 million, which is the amount of a payment-in-kind
note we issued on May 27, 2021, plus accrued and unpaid interest in respect of such principal.

In addition, we received additional funding on July 20, 2021, for which we issued additional senior secured
notes in the principal amount of $3.6 million and additional convertible notes in the principal amount of $3.6 million.

If we are unable to make payments when due under our debt agreements, or repay these obligations at maturity,
and we are otherwise unable to extend the maturity dates or refinance these obligations, we would be in default. We
cannot provide any assurances that we will be able to generate the necessary amount of capital to make payments
as they become due, or to repay these obligations, or that we will be able to extend the maturity dates or otherwise
refinance these obligations. In the event of default on any of these loans, all investors have the right to exercise all
remedies available under the indenture to receive the funds due. Accordingly, a default would have a material adverse
effect on our business. In addition, the agreements governing our indebtedness include certain debt service and other
financial covenants that we must satisfy. In the past, we have defaulted on certain of these covenants and have entered
into forbearance agreements to waive our defaults from the investors, as described above.
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We cannot provide any assurance that the investors would provide us with a consent or enter into a forbearance
agreement should we not be in compliance in the future. A failure to maintain compliance, in the event our investors
do not agree to a consent for the non-compliance, would cause the outstanding borrowings to be in default and payable
on demand which would have a material adverse effect on us.

We have identified material weaknesses in our internal control over financial reporting, and we, and following the
Business Combination, the Combined Entity, may identify future material weaknesses in our and the Combined
Entity’s internal control over financial reporting.

During the preparation of our financial statements for the fiscal year ended December 31, 2020, our management
identified material weaknesses in our internal control over financial reporting. A material weakness is defined as a
deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected
and corrected on a timely basis.

Specifically, our management identified a combination of deficiencies in our internal controls within the
financial reporting function that result from an ineffective design and implementation of an appropriate system of
controls. The material weaknesses identified include (i) insufficient supervision and review, (ii) a lack of segregation
of duties and (iii) a lack of access and input controls related to our financial reporting systems. Management believes
these deficiencies are the result of a lack of accounting personnel to provide the necessary segregation and review.

We have started the process of remediating these deficiencies and will continue to take initiatives to improve
our internal control over financial reporting and disclosure controls. Towards this end, we have hired new accounting
personnel since our last reported financial statements, and are in the process of hiring additional accounting personnel.
Management believes these efforts will address the issues that led to the aforementioned deficiencies. We are committed
to appropriately staffing the accounting and reporting functions. However, the implementation of these initiatives is
not complete and may not fully address the material weaknesses in our internal control over financial reporting and we
cannot assure you that we, or following the Business Combination, the Combined Entity, will not identify other material
weaknesses or deficiencies, which could negatively impact our, and following the Business Combination, the Combined
Entity’s, results of operations in future periods.

More generally, the process of designing and implementing an effective financial reporting system is a continuous
effort that requires us to anticipate and react to changes in our business and the economic and regulatory environments
and to expend significant resources to maintain a financial reporting system that satisfies our reporting obligations.
If the Combined Entity is unable to meet the demands that will be placed upon it as a public company, including the
requirements of the Sarbanes-Oxley Act, the Combined Entity may be unable to accurately report its financial results
in future periods, or report them within the timeframes required by law or securities exchange regulations. Failure to
comply with the Sarbanes-Oxley Act, when and as applicable, could also potentially subject the Combined Entity to
sanctions or investigations by the SEC or other regulatory authorities. Any failure to maintain or implement required
new or improved controls, or any difficulties encountered in their implementation, could result in additional material
weaknesses or significant deficiencies, cause the Combined Entity to fail to meet its reporting obligations or result in
material misstatements in the Combined Entity’s financial statements. Furthermore, if we, and following the Business
Combination, the Combined Entity, cannot provide reliable financial reports or prevent fraud, our and the Combined
Entity’s business and results of operations could be harmed, and investors could lose confidence in our, and following
the Business Combination, the Combined Entity’s reported financial information. The Combined Entity also could
become subject to investigations by Nasdaq, the SEC or other regulatory authorities.

We depend almost entirely on the success of our product, JATENZO. There is no assurance that our commercialization
efforts in the United States with respect to JATENZO will be successful or that we will be able to generate revenues
at the levels or within the timing we expect or at the levels or within the timing necessary to support our goals.

To date, we have generated $16.0 million in gross revenues from the sale of JATENZO in the United States.
Our lead product, JATENZO, was approved by the FDA in March 2019 and became commercially available in the
United States in February 2020.

Our business currently depends heavily on our ability to successfully commercialize JATENZO, an androgen
indicated for T-replacement therapy, in the United States to treat adult men with hypogonadism due to certain medical
conditions. We may never be able to successfully commercialize the product or meet our expectations with respect
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to revenues. We may be subject to patent litigation that could materially impact or prevent commercialization. For
example, Lipocine, Inc. (“Lipocine”) sued us for infringement of their patents. Although we prevailed in our motion
on summary judgment in the litigation claims with Lipocine and entered into a global settlement agreement with
Lipocine, additional claims from other third parties could arise in the future. This and other proceedings are discussed
in the “— Legal Proceedings” subsection below. Prior to our launch in February 2020, we had never marketed, sold
or distributed for commercial use any pharmaceutical product. There is no guarantee that the infrastructure, systems,
processes, policies, personnel, relationships and materials we have built to launch and commercialize JATENZO in
the United States will be sufficient for us to achieve success at the levels we expect. Additionally, healthcare providers
may not prescribe JATENZO due to safety risks posed by T-replacement products. We may also encounter challenges
related to the reimbursement of JATENZO, even if we have positive early indications from payors, including potential
limitations in the scope, breadth, availability, or amount of reimbursement covering each product. Similarly, healthcare
settings or patients may determine that the financial burdens of treatment are not acceptable. Our results may also be
negatively impacted if we have not adequately sized our field teams or our targeting strategy is inadequate or if we
encounter deficiencies or inefficiencies in our infrastructure or processes. Any of these issues could impair our ability
to successfully commercialize JATENZO or to generate substantial revenues or profits or to meet our expectations
with respect to the amount or timing of revenue or profits. Any issues or hurdles related to our commercialization
efforts may materially adversely affect our business, results of operations, financial condition and prospects. There is
no guarantee that we will be successful in our launch or commercialization efforts with respect to JATENZO.

We have limited experience as a commercial company and the marketing and sale of JATENZO or any future
approved drugs may be unsuccessful or less successful than anticipated.

While we have initiated the commercial launch of JATENZO in the United States, we have limited experience as
a commercial company and there is limited information about our ability to successfully overcome many of the risks
and uncertainties encountered by companies commercializing drugs in the biopharmaceutical industry. To execute our
business plan, in addition to successfully marketing and selling JATENZO, we will need to successfully:

. establish and maintain our relationships with healthcare providers who will be treating the patients who
may receive JATENZO and any future products;

. obtain adequate pricing and reimbursement for JATENZO and any future products;

. develop and maintain successful strategic alliances; and

. manage our spending as costs and expenses increase due to clinical trials, marketing approvals, and
commercialization.

If we are unsuccessful in accomplishing these objectives, we may not be able to successfully commercialize
JATENZO and any future product candidates, raise capital, expand our business, or continue our operations.

The sales, marketing and distribution capabilities we have built may not be sufficient to overcome the challenges
associated with commercializing JATENZO. We may not be able to build sufficient sales, marketing and distribution
capabilities with respect to any of our future product candidates, if successfully developed and approved. If we are
unsuccessful in these efforts, or if we are unable to achieve market acceptance for any approved products, our
business, results of operations, financial condition and prospects will be materially adversely affected.

JATENZO is the first product we have marketed, sold and distributed for commercial use. There is no guarantee
that the systems, processes, policies, relationships and materials we have built will be sufficient to overcome the
challenges associated with commercializing JATENZO or for successful commercialization of the product in the
United States as a treatment for adult men with hypogonadism due to certain medical conditions.

We have established a specialty sales force to promote JATENZO to endocrinologists and urologists, as well
as high-prescribers of T-replacement therapies among primary care physicians (“PCPs”) in the United States. In
addition, we will need to commit significant additional management and other resources to establish and grow our
sales organization. We may not be able to achieve the necessary development and growth in a cost-effective manner
or realize a positive return on our investment. We will also have to compete with other pharmaceutical companies to
recruit, hire, train and retain sales and marketing personnel. In addition, we plan to explore partnership or co-promotion
arrangements with established pharmaceutical companies that have PCP-focused sales forces or contract with an
outside sales force to achieve broader penetration into the U.S. PCP market, which may prove costly or difficult to
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implement. If we are unable to grow our sales force, or enter into agreements with third parties that have existing
sales forces, we will not be able to successfully commercialize JATENZO and our ability to generate revenue will be
impaired.

Our ability to utilize our net operating loss carryforwards and certain other tax attributes may be limited.

Under Section 382 of the Code, if a corporation undergoes an “ownership change” (generally defined as a greater
than 50 percentage point change (by value) in the ownership of its equity over a three-year period), the corporation’s
ability to use its pre-change net operating loss (“NOL”) carryforwards and certain other pre-change tax attributes to
offset its post-change income may be limited. We have experienced such ownership changes in the past, and we may
experience ownership changes in the future as a result of the Business Combination or subsequent shifts in our stock
ownership, some of which are outside our control. As of December 31, 2020, we had U.S. federal and NOL or NOL,
carryforwards of $189.2 million and $169.1 million, respectively, and our ability to utilize those NOLs could be
limited by an “ownership change” as described above, which could result in increased tax liability to us. Furthermore,
our ability to utilize our NOLs or credits is conditioned upon our attaining profitability and generating U.S. federal
and state taxable income. As a result, the amount of the net operating loss and tax credit carryforwards presented in
our financial statements could be limited and may expire unutilized. Federal NOL carryforwards generated in taxable
years beginning after December 31, 2017 will not be subject to expiration. However, any such NOL carryforwards may
only offset 80% of our annual taxable income in taxable years beginning after December 31, 2020.

Risk Related to Our Dependence on Third Parties

Our reliance on third-party suppliers and distributors could harm our ability to commercialize JATENZO or any
product candidates that may be approved in the future.

We do not currently own or operate manufacturing facilities for the production of JATENZO or any product
candidates that may be approved in the future. We rely on third-party suppliers to manufacture and supply the active
pharmaceutical ingredient and drug product required for our commercial supply and clinical studies which may not
be able to produce sufficient inventory to meet commercial demand in a cost-efficient, timely manner, or at all. Our
third-party suppliers may not be required to, or may be unable to, provide us with any guaranteed minimum production
levels or have sufficient dedicated capacity for our drugs. As a result, there can be no assurances that we will be able
to obtain sufficient quantities of JATENZO, which could have a material adverse effect on our business as a whole.

If any contract manufacturing organization (“CMO”) with whom we contract fails to perform its obligations,
we may be forced to manufacture the materials ourselves, for which we may not have the capabilities or resources, or
enter into an agreement with a different CMO, which we may not be able to do on reasonable terms, if at all. In either
scenario, our clinical trials or commercial distribution could be delayed significantly as we establish alternative supply
sources. In some cases, the technical skills required to manufacture our products or product candidates may be unique or
proprietary to the original CMO and we may have difficulty, or there may be contractual restrictions prohibiting us from,
transferring such skills to a back-up or alternate supplier, or we may be unable to transfer such skills at all. In addition, if
we are required to change CMOs for any reason, we will be required to verify that the new CMO maintains facilities and
procedures that comply with quality standards and with all applicable regulations. We will also need to verify, such as
through a manufacturing comparability study, that any new manufacturing process will produce our product according to
the specifications previously submitted to or approved by the FDA or another regulatory authority. The delays associated
with the verification of a new CMO could negatively affect our ability to develop product candidates or commercialize our
products in a timely manner or within budget. Furthermore, a CMO may possess technology related to the manufacture
of our product candidate that such CMO owns independently. This would increase our reliance on such CMO or require
us to obtain a license from such CMO in order to have another CMO manufacture our products or product candidates. In
addition, in the case of the CMOs that supply our product candidates, changes in manufacturers often involve changes
in manufacturing procedures and processes, which could require that we conduct bridging studies between our prior
clinical supply used in our clinical trials and that of any new manufacturer. We may be unsuccessful in demonstrating the
comparability of clinical supplies which could require the conduct of additional clinical trials.

Additionally, on March 27, 2020, former President Trump signed into law the Coronavirus Aid, Relief, and
Economic Security Act (“CARES Act”) in response to the COVID-19 pandemic. Throughout the COVID-19 outbreak,
there has been public concern over the availability and accessibility of critical medical products, and the CARES Act
enhances FDA’s existing authority with respect to drug shortage measures. Under the CARES Act, we must have in
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place a risk management plan that identifies and evaluates the risks to the supply of approved drugs for certain serious
diseases or conditions for each establishment where the drug or API is manufactured. The risk management plan will
be subject to FDA review during an inspection. If we experience shortages in the supply of our marketed products, our
results could be materially impacted.

We rely on two suppliers for our supply of TU, the active pharmaceutical ingredient of JATENZO, and the loss of
either of these suppliers could impair our ability to procure sufficient amounts of TU to meet demand for JATENZO.

We rely on two third-party suppliers, Pharmacia & Upjohn Company LLC (“Pfizer”) and Zhejiang Xianju
Pharmaceutical Co., LTD (“Xianju”), for our supply of T-undecanoate (“TU”), the active pharmaceutical ingredient
of JATENZO. Since there are only a limited number of TU suppliers in the world, if either of these parties ceases to
provide us with TU or materially reduces the amount of TU they can provide us with, including below the minimum
supply obligations in the case of our agreement with Pfizer, we may be unable to procure sufficient amounts of TU on
commercially favorable terms, or may not be able to obtain it in a timely manner. Furthermore, the limited number of
suppliers of TU may provide such companies with greater opportunity to raise their prices. Any increase in price for
TU will likely reduce our gross margins.

We depend on Catalent for the supply of the softgel capsules for JATENZO and the termination of our agreement
with Catalent would hurt our business.

Our JATENZO softgel capsules are manufactured by Catalent Pharma Solutions, LLC (“Catalent”) pursuant to
an exclusive manufacturing agreement between Catalent and us that we entered into on July 23, 2009 and subsequently
amended in October 2012, November 2012 and June 2017. Pursuant to the terms of the manufacturing agreement,
Catalent will be our sole supplier of JATENZO softgel capsules on a worldwide basis. As part of our manufacturing
agreement, Catalent has also granted to us a nonexclusive royalty-free license to certain of its proprietary technology
to the extent it is relevant to the manufacture, use or sale of JATENZO.

Reliance on a third-party manufacturer involves risks to which we would not be subject if we manufactured
JATENZO ourselves, including reliance on the third party for regulatory compliance and quality assurance, the possibility
of breach of the manufacturing agreement by the third party because of factors beyond our control and the possibility of
termination or nonrenewal of the agreement by the third party at a time that is costly or damaging to us. The FDA and
other regulatory authorities require that JATENZO be manufactured according to current Good Manufacturing Practice
(“cGMP”), and we are ultimately responsible for ensuring JATENZO is manufactured in accordance with cGMP even
though we use contract manufacturers. Any failure by our third-party manufacturers to comply with cGMP could be the
basis for action by the FDA to withdraw approvals previously granted to us and for other regulatory action.

The Catalent manufacturing agreement remains in effect by its terms until March 2025 but is automatically
renewable for additional two-year terms if not terminated one year prior to the initial termination date or any renewal
period. Catalent can terminate the manufacturing agreement at any time provided that they give us 24 months’ written
notice of their decision to terminate. We are required to purchase a minimum quantity of JATENZO softgel capsules.
We are also required to pay to Catalent an annual commercial occupancy fee and an annual product maintenance fee
effective January 1 of the year that commercial manufacture of JATENZO occurs.

If Catalent terminates the manufacturing agreement, we would need to identify a new supplier of JATENZO softgel
capsules, which could result in an interruption of the continued supply of JATENZO. In addition, we would lose the
benefits of and rights to use Catalent’s proprietary technology and, to the extent that we were relying upon this technology,
would need to negotiate for separate rights to it. The FDA likely will require the facilities of any new manufacturer of
JATENZO to pass inspection before approving the change to such new manufacturer and would also potentially require
that we run additional studies if we change the softgel formulation of JATENZO. Although it is likely that clinical studies
will not be necessary, there is no guarantee of this. Accordingly, the termination of the Catalent manufacturing agreement
could have a material adverse effect on our business, results of operations, financial condition and prospects.

If we do not establish successful partnership or co-promotion arrangements, our commercialization plans for
JATENZO may be impacted.

We have established our own commercial organization in the United States, however, in order to achieve
deeper penetration into the PCP market in the United States, we expect to enter into marketing or co-promotion
arrangements with established pharmaceutical companies that have a PCP-focused sales force or contract with an
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outside sales force. Additionally, we expect to consider strategic partnerships to assist in obtaining marketing approval
for and commercialization of JATENZO outside of the United States. We will face significant competition in seeking
appropriate partners and these partnership or co-promotion arrangements are complex and time-consuming to negotiate
and document. We may not be able to negotiate partnership or co-promotion arrangements on acceptable terms,
or at all. If we are unable to enter into partnership or co-promotion arrangements, we may have to curtail or delay
commercialization of JATENZO in certain geographies, reduce the scope of our sales or marketing activities, reduce the
scope of our commercialization plans, or increase our expenditures and undertake commercialization activities at our
own expense. If we elect to increase our expenditures to fund commercialization activities outside of the United States
on our own, we may need to obtain additional capital, which may not be available to us on acceptable terms, or at all.

Ifwe enterinto a partnership or co-promotion arrangement and a partner terminates or fails to perform its obligations
under an agreement with us, the commercialization of JATENZO could be delayed or negatively impacted.

If we enter into partnership or co-promotion arrangements and any of our partners does not devote sufficient
time and resources for a partnership or co-promotion arrangement with us, we may not realize the potential commercial
benefits of the arrangement. In addition, if any future partner were to breach or terminate its arrangements with us,
the commercialization of JATENZO in countries outside the United States could be delayed, curtailed or terminated
because we may not have sufficient financial resources or capabilities to continue commercialization of JATENZO on
our own in such locations.

Competition may negatively impact a partner’s focus on and commitment to JATENZO and, as a result, could
delay or otherwise negatively affect the commercialization of JATENZO outside of the United States or in the general
PCP market in the United States. If future partners fail to effectively commercialize JATENZO for any of these
reasons, our sales of JATENZO may be limited.

The ongoing COVID-19 pandemic is having, and is expected to have, an adverse impact on our business, financial
condition and results of operations, including our commercial operations and sales.

The ongoing COVID-19 pandemic may continue to have a negative impact on the global economy which
could impact our business and results of operations. The continued spread of COVID-19 could adversely impact
our operations. In response to the spread of COVID-19, we have taken temporary precautionary measures intended
to help minimize the risk of the virus to our employees, including encouraging all employees to work remotely.
Notwithstanding these measures, the COVID-19 pandemic could affect the health and availability of our workforce as
well as those of the third parties we rely on taking similar measures.

Business interruptions from the current COVID-19, or a future, pandemic may also adversely impact our
commercial operations, including:

. adversely impacting the third parties we solely rely on to sufficiently manufacture JATENZO in quantities
we require including the availability of raw materials and other supply chain requirements;

. decreasing the demand for JATENZO; and
. the ability of our sales representatives to reach healthcare customers.

The full extent to which the COVID-19 pandemic will directly or indirectly impact our business, results of
operations and financial condition will depend on future developments that are highly uncertain and cannot be
accurately predicted, including new information that may emerge concerning COVID-19, the actions taken to contain
it or treat its impact and the economic impact on local, regional, and national markets.

Risk Related to Development and Regulation

We may not be able to gain market acceptance for JATENZO.

The commercial success of JATENZO will depend upon the acceptance of the product by the medical community,
including physicians, patients and healthcare payers.

Some physicians and patients may determine that the benefits of JATENZO as a T-replacement therapy in adult
males do not outweigh the risks, including those risks set forth in the boxed warning for JATENZO. The boxed
warning for JATENZO warns physicians that JATENZO can cause blood pressure increases that can increase the risk
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of major adverse cardiovascular events, including non-fatal myocardial infarction, non-fatal stroke and cardiovascular
death. Physicians are recommended to consider the patient’s baseline cardiovascular risk and ensure blood pressure
is adequately controlled. Furthermore, physicians are encouraged to monitor for and treat new-onset hypertension or
exacerbations of pre-existing hypertension.

Physicians may be hesitant to prescribe JATENZO, and patients may be hesitant to take JATENZO, because of
the boxed warning. These potential risks may make it more difficult for a patient to decide to begin JATENZO or to
stay on JATENZO.

The degree of market acceptance of JATENZO will also depend on a number of other factors, including:

. physicians’ views as to the scope of the approved indication and limitations on use and warnings and
precautions contained in JATENZO’s approved labeling;

. the availability, efficacy and safety of competitive therapies;

. pricing and the perception of physicians and payers as to cost effectiveness;
. the existence of sufficient third-party coverage or reimbursement; and

. the effectiveness of our sales, marketing and distribution strategies.

If we are not able to achieve a high degree of market acceptance of JATENZO for T-replacement therapy, we may
not be able to achieve our revenue goals or other financial goals or to achieve profitability or cash-flow break-even in
the time periods we expect, or at all.

The FDA and other regulatory agencies actively enforce the laws and regulations prohibiting the promotion of
off-label uses. If we are found to have improperly promoted off-label uses, we may become subject to significant
liability.

The FDA and other regulatory agencies strictly regulate the promotional claims that may be made about
prescription products, such as JATENZO. In particular, a product may not be promoted for uses that are not approved
by the FDA or other regulatory agencies as reflected in the product’s approved labeling. For instance, we received
marketing approval for JATENZO for the treatment of adult men with hypogonadism due to certain medical conditions.
Physicians may in their practice prescribe JATENZO to their patients in a manner that is inconsistent with the
approved labeling. If we are found to have promoted such off-label uses, we may become subject to public advisory or
enforcement letters, reputational damage, and significant liability. The U.S. federal government has levied large civil
and criminal fines against companies for alleged improper promotion under both the federal Anti-kickback Statute
and False Claims Act and has enjoined several companies from engaging in off-label promotion. The FDA has also
requested that companies enter into consent decrees, corporate integrity agreements or permanent injunctions under
which specified promotional conduct is changed or curtailed. If we cannot successfully manage the promotion of
JATENZO to ensure it remains consistent with its approved labeling, we could become subject to significant liability,
which would materially adversely affect our business and financial condition.

Even though we have obtained marketing approval for JATENZO in the United States, physicians and patients
using other T-replacement therapies may choose not to switch to our product.

Physicians often show a reluctance to switch their patients from existing drug products even when new and
potentially more effective and convenient treatments enter the market. Patients also often acclimate to the brand or
type of drug product that they are currently taking and do not want to switch unless their physician recommends
switching products or they are required to switch drug treatments due to lack of coverage and reimbursement for
existing drug treatments. In addition, men who are currently tolerating their current T-replacement therapy may not
want to switch to a new product, including our product, particularly given the boxed warning, which includes warnings
relating to blood pressure increases, and a limitation of use in the labeling that states that the safety and efficacy
of JATENZO in males less than 18 years has not been established. The existence of either or both of physician or
patient reluctance in switching to JATENZO, would depress demand for JATENZO and compromise our ability to
successfully commercialize it.
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We may still face future development and regulatory difficulties, and we will be subject to post-marketing regulatory
requirements.

Even though we have received marketing approval, we continue to be subject to conducting required
postmarketing studies and clinical trials, and regulatory authorities may still impose significant restrictions on
JATENZO’s indicated uses or marketing or impose further ongoing requirements for potentially costly post-approval
studies. If we or a regulatory agency discover previously unknown problems with JATENZO, such as adverse events of
unanticipated severity or frequency, a regulatory agency may impose restrictions on JATENZO including withdrawal
of marketing approval. JATENZO is also subject to ongoing FDA requirements governing the labeling, packaging,
storage, advertising and promotion of the product and recordkeeping and submission of safety and other post-market
information. The FDA has significant post-marketing authority, including, for example, the authority to require
labeling changes based on new safety information and to require post-marketing studies or clinical trials to evaluate
serious safety risks related to the use of a drug. The FDA also has the authority to require the submission of a risk
evaluation and mitigation strategy (“REMS”), either as part of a New Drug Application (an “NDA”) or after the drug
has been approved should FDA become aware of new safety information about a drug and determine that a REMS is
necessary to ensure that the benefits of the drug outweigh its risks. A REMS could, for example, limit prescribing to
certain physicians or medical centers that have undergone specialized training, limit treatment to patients who meet
certain safe-use criteria or require treated patients to enroll in a registry. Any REMS required by the FDA may lead to
increased costs to assure compliance with new post-approval regulatory requirements and potential requirements or
restrictions on the sale of approved products, all of which could lead to lower sales volume and revenue.

Manufacturers of drug products and their facilities are subject to continual review and periodic inspections by
the FDA and other regulatory authorities for compliance with cGMP and other regulations. In addition, if we or a
regulatory agency discover previously unknown problems with the facility where JATENZO is manufactured, including
the facility where Catalent manufactures JATENZO, a regulatory agency may impose restrictions on JATENZO, the
manufacturer or us, including requiring withdrawal of JATENZO from the market or suspension of manufacturing. If we
or the operators of the manufacturing facilities for JATENZO fail to comply with applicable regulatory requirements, a
regulatory agency may:

. issue warning or untitled letters or notice of violation letters;

. seek an injunction or impose civil or criminal penalties or monetary fines;

. suspend or withdraw marketing approval,

. suspend any ongoing clinical trials;

. refuse to approve pending applications or supplements to applications submitted by us;

. suspend or impose restrictions on operations, including costly new manufacturing requirements; or

. seize or detain products, refuse to permit the import or export of products, or request that we initiate a

product recall.

If we become subject to adverse regulatory action, the occurrence of such an event or penalty described above
may inhibit or diminish our ability to commercialize JATENZO and generate revenue.

Even though we have received marketing approval for JATENZO in the United States, we may never receive
marketing approval outside of the United States, or receive pricing and reimbursement outside the United States at
acceptable levels.

We may never receive, regulatory approval to market JATENZO or other future product candidates outside of
the United States or in any particular country or region, including in the European Union (“EU”). In order to market
any product outside of the United States, we must establish and comply with the numerous and varying safety, efficacy
and other regulatory requirements of other countries. Approval procedures vary among countries and can involve
additional non-clinical studies or clinical trials, additional work related to manufacturing and analytical testing on
controls, and additional administrative review periods. The time required to obtain approvals in other countries might
differ from that required to obtain FDA approval. Marketing approval in one country does not ensure marketing
approval in another, but a failure or delay in obtaining marketing approval in one country may have a negative effect on
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the regulatory process in other countries. The marketing approval processes in other countries may implicate all of the
risks detailed above regarding FDA approval in the United States as well as other risks. In particular, in many countries
outside of the United States, products must receive pricing and reimbursement approval before the product can be
commercialized. Obtaining this approval may require additional studies and data, and can result in substantial delays
in bringing products to market in such countries and such investment may not be justified from a business standpoint
given the market opportunity or level of required investment. For example, we continue to assess the development
and regulatory pathway for JATENZO in the EU and our overall EU strategy in light of our overall portfolio and
program priorities. Even if we generate the data and information we believe may be sufficient to file a marketing
authorization application for regulatory approval of JATENZO in a region or country outside the United States, the
relevant regulatory agency may find that we did not meet the requirements for approval, or even if our application is
approved, we may have significant post-approval obligations.

Even if we are able to successfully develop JATENZO and obtain marketing approval in a country outside the
United States, we may not be able to obtain pricing and reimbursement approvals in such country at acceptable levels
or at all, and any pricing and reimbursement approval we may obtain may be subject to onerous restrictions such as
caps or other hurdles or restrictions on reimbursement. Failure to obtain marketing and pricing approval in countries
outside the United States without onerous restrictions or limitations related to pricing, or any delay or other setback
in obtaining such approval, would impair our ability to market our product candidates successfully or at all in such
foreign markets. Any such impairment would reduce the size of our potential market or revenue potential, which could
have a material adverse impact on our business, results of operations and prospects.

Any setback or delay in obtaining regulatory approval for our product candidates in a country or region outside
the United States where we have decided it makes business sense to proceed or in our ability to commence marketing
of our products, if approved, may have a material adverse effect on our business and prospects.

Recent federal legislation may increase pressure to reduce prices of certain pharmaceutical products paid for by
Medicare, which could materially adversely affect our revenue and our results of operations.

In the United States, the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, also
called the MMA, changed the way Medicare covers and pays for pharmaceutical products. The legislation expanded
Medicare coverage for drug purchases by the elderly and introduced a new reimbursement methodology based on
average sales prices for physician-administered drugs. In addition, this legislation provided authority for limiting
the number of drugs that will be covered in any therapeutic class. As a result of this legislation and the expansion of
federal coverage of drug products, we expect that there will be additional pressure to reduce costs. These cost reduction
initiatives and other provisions of this legislation could decrease the scope of coverage and the price that we receive
for any approved products and could seriously harm our business. While the MMA applies only to drug benefits for
Medicare beneficiaries, private payors often follow Medicare coverage policies and payment limitations in setting
their own reimbursement rates, and any reduction in reimbursement that results from the MMA may cause a similar
reduction in payments from private payors.

In March 2010, Patient Protection and Affordable Care Act (“ACA”) became law in the United States. The
goal of the ACA is to reduce the cost of healthcare and substantially change the way healthcare is financed by both
governmental and private insurers. The ACA, among other things, increases minimum Medicaid rebates owed by
manufacturers under the Medicaid Drug Rebate Program and extends the rebate program to individuals enrolled
in Medicaid managed care organizations, establishes annual fees and taxes on manufacturers of certain branded
prescription drugs and biologic products, and creates a new Medicare Part D coverage gap discount program, in which
manufacturers must agree to offer 50% (increased to 70%, effective January 1, 2019, by the Bipartisan Budget Act
of 2018) point-of-sale discounts off negotiated prices of applicable brand drugs to eligible beneficiaries during their
coverage gap period as a condition for the manufacturer’s outpatient drugs to be covered under Medicare Part D.

While the U.S. Congress (“Congress”) has not passed comprehensive repeal legislation, it has enacted laws that
modify certain provisions of the ACA, including decreasing the tax-based shared responsibility payment imposed on
certain individuals who fail to maintain qualifying health coverage for all or part of a year, which is commonly referred to
as the “individual mandate,” to $0 effective January 1, 2019 as part of the TCJA. On December 14, 2018, a U.S. District
Court judge in the Northern District of Texas ruled that the individual mandate portion of the ACA is an essential and
inseverable feature of the ACA, and therefore because the mandate was effectively nullified, the remaining provisions of
the ACA are invalid as well. On December 18, 2019, the U.S. Court of Appeals for the Fifth Circuit held the individual
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mandate is unconstitutional, but remanded the case to the lower court to reconsider its earlier invalidation of the full law.
In March 2020, the U.S. Supreme Court agreed to hear this case and oral arguments were held on November 10, 2020.
The Supreme Court’s decision in this case is forthcoming. Pending review, the ACA remains in effect, but it is unclear
at this time what effect the latest ruling will have on the ACA long term. Litigation and legislation related to the ACA
are likely to continue, with unpredictable and uncertain results. We will continue to evaluate the effect that the ACA and
its possible repeal and replacement has on our business. It is unclear how this decision and any subsequent appeals and
other efforts to repeal and replace the ACA will impact the ACA and our business.

In addition, other legislative changes have been proposed and adopted in the United States since the ACA was
enacted. On August 2, 2011, the Budget Control Act of 2011 created measures for spending reductions by Congress.
A Joint Select Committee on Deficit Reduction, tasked with recommending a targeted deficit reduction of at least
$1.2 trillion for the years 2013 through 2021, was unable to reach required goals, thereby triggering the legislation’s
automatic reduction to several government programs. This includes aggregate reductions of Medicare payments to
providers of up to 2% per fiscal year, which went into effect on April 1, 2013 and will remain in effect through 2030
unless additional Congressional action is taken. Pursuant to the CARES Act, as well as subsequent legislation, these
reductions have been suspended from May 1, 2020 through March 31, 2021 due to the COVID-19 pandemic. Proposed
legislation, if passed, would extend this suspension until the end of the pandemic.

Further, some of the provisions of the ACA have yet to be fully implemented, while certain provisions have
been subject to judicial and Congressional challenges. Since January 2017, President Trump signed two Executive
Orders designed to delay the implementation of certain provisions of the ACA or otherwise circumvent some of the
requirements for health insurance mandated by the ACA. One such Executive Order directed federal agencies with
authorities and responsibilities under the ACA to waive, defer, grant exemptions from, or delay the implementation of
any provision of the ACA that would impose a fiscal burden on states or a cost, fee, tax, penalty or regulatory burden
on individuals, healthcare providers, health insurers, or manufacturers of pharmaceuticals or medical devices. The
second Executive Order terminates the cost-sharing subsidies that reimburse insurers under the ACA. The Trump
administration concluded that cost-sharing reduction (“CSR”) payments to insurance companies required under the
ACA have not received necessary appropriations from Congress and announced that it will discontinue these payments
immediately until those appropriations are made. The loss of the CSR payments is expected to increase premiums on
certain policies issued by qualified health plans under the ACA. Several state Attorneys General filed suit to stop the
administration from terminating the subsidies, but their request for a restraining order was denied by a federal judge
in California on October 25, 2017. On August 14, 2020, the U.S. Court of Appeals for the Federal Circuit ruled in
two separate cases that the federal government is liable for the full amount of unpaid CSRs for the years preceding
and including 2017. For CSR claims made by health insurance companies for years 2018 and later, further litigation
will be required to determine the amounts due, if any. Further, on June 14, 2018, the U.S. Court of Appeals for the
Federal Circuit ruled that the federal government was not required to pay more than $12 billion in ACA risk corridor
payments to third-party payors who argued were owed to them. This decision was appealed to the U.S. Supreme Court,
which on April 27, 2020, reversed the U.S. Court of Appeals for the Federal Circuit’s decision and remanded the case
to the U.S. Court of Federal Claims, concluding the government has an obligation to pay these risk corridor payments
under the relevant formula. To date, at least $6 billion has been paid out to health plans and insurers, and follow-up
class action and other litigation is pending. The viability of the federal and state marketplaces and subsequent impacts
on providers, and potentially our business, are not yet known. The Bipartisan Health Care Stabilization Act of 2017
as well as the follow-on Bipartisan Health Care Stabilization Act of 2018 were introduced to appropriate funds to
stabilize CSR payments; however, the future of this effort is unclear.

There has been increasing legislative and enforcement interest in the United States with respect to drug pricing
practices. Specifically, there have been several recent U.S. Congressional inquiries and proposed federal and state
legislation designed to, among other things, bring more transparency to drug pricing, reduce the cost of prescription
drugs under Medicare, review the relationship between pricing and manufacturer patient programs, and reform
government program reimbursement methodologies for drugs. The Trump administration’s budget proposal for
fiscal year 2021 includes a $135 billion allowance to support legislative proposals seeking to reduce drug prices,
increase competition, lower out-of-pocket drug costs for patients, and increase patient access to lower-cost generic
and biosimilar drugs. On March 10, 2020, the Trump administration sent “principles” for drug pricing to Congress,
calling for legislation that would, among other things, cap Medicare Part D beneficiary out-of-pocket pharmacy
expenses, provide an option to cap Medicare Part D beneficiary monthly out-of-pocket expenses, and place limits on
pharmaceutical price increases. Additionally, the Trump administration previously released a “Blueprint”to lower drug
prices and reduce out of pocket costs of drugs that contains additional proposals to increase manufacturer competition,
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increase the negotiating power of certain federal healthcare programs, incentivize manufacturers to lower the list price
of their products and reduce the out-of-pocket costs of drug products paid by consumers. The U.S. Department of
Health and Human Services (“HHS”) has already started the process of soliciting feedback on some of these measures
and, at the same time, is immediately implementing others under its existing authority. For example, in May 2019,
the U.S. Centers for Medicare & Medicaid Services (“CMS”) issued a final rule to allow Medicare Advantage Plans
the option of using step therapy for Part B drugs beginning January 1, 2020. This final rule codified CMS’s policy
change that was effective January 1, 2019. On December 27, 2018, the District Court for the District of Columbia
invalidated a reimbursement formula change under the 340B drug pricing program, and CMS subsequently altered
the Fiscal Years 2019 and 2018 reimbursement formula on specified covered outpatient drugs (“SCODs”). The court
ruled this change was not an “adjustment” which was within the Secretary’s discretion to make but was instead a
fundamental change in the reimbursement calculation. However, most recently, on July 31, 2020, the U.S. Court
of Appeals for the District of Columbia Circuit overturned the district court’s decision and found that the changes
were within the Secretary’s authority. On September 14, 2020, the plaintiffs-appellees filed a Petition for Rehearing
En Banc (i.e., before the full court), but was denied on October 16, 2020. The 340B drug pricing program imposes
ceilings on prices that drug manufacturers can charge for medications sold to certain health care facilities. It is unclear
how these developments could affect covered hospitals who might purchase our future products and affect the rates we
may charge such facilities for our approved products in the future, if any.

Further, the Trump administration previously released a plan to lower drug prices and reduce out of pocket
costs of drugs that contained proposals to increase drug manufacturer competition, increase the negotiating power
of certain federal healthcare programs, incentivize manufacturers to lower the list price of their products, and reduce
the out-of-pocket costs of drug products paid by consumers. On July 24, 2020 and September 13, 2020, President
Trump announced several executive orders related to prescription drug pricing that seek to implement several of the
administration’s proposals. The FDA also released a final rule which went into effect on November 30, 2020, providing
guidance for states to build and submit importation plans for drugs from Canada. Under the final rule, States and
Indian Tribes, and in certain future circumstances pharmacists and wholesalers, may submit importation program
proposals to the FDA for review and authorization. On September 25, 2020, CMS stated drugs imported by States
under this rule will not be eligible for federal rebates under Section 1927 of the Social Security Act and manufacturers
would not report these drugs for “best price” or Average Manufacturer Price purposes. Since these drugs are not
considered covered outpatient drugs, CMS further stated it will not publish a National Average Drug Acquisition Cost
for these drugs. Separately, the FDA also issued a final guidance document outlining a pathway for manufacturers
to obtain an additional National Drug Code (“NDC”) for an FDA-approved drug that was originally intended to be
marketed in a foreign country and that was authorized for sale in that foreign country.

Further, on November 20, 2020, CMS issued an Interim Final Rule implementing the Most Favored Nation
(“MFN”) Model under which Medicare Part B reimbursement rates will be calculated for certain drugs and biologicals
based on the lowest price drug manufacturers receive in Organization for Economic Cooperation and Development
countries with a similar gross domestic product per capita. The MFN Model regulations mandate participation by
identified Part B providers and will apply in all U.S. states and territories for a seven-year period beginning January 1,
2021 and ending December 31, 2027. The Interim Final Rule has not been implemented and is subject to revision and
challenge. Additionally, on November 20, 2020, HHS finalized a regulation removing safe harbor protection for price
reductions from pharmaceutical manufacturers to plan sponsors under Part D, either directly or through pharmacy
benefit managers, unless the price reduction is required by law. The rule also creates a new safe harbor for price
reductions reflected at the point-of-sale, as well as a safe harbor for certain fixed fee arrangements between pharmacy
benefit managers and manufacturers. HHS has already started the process of soliciting feedback on some of these
measures and, at the same time, is immediately implementing others under its existing authority. Although a number
of these measures and other proposed measures will require authorization through additional legislation to become
effective, and the Biden administration may change or reverse executive actions taken by the previous administration,
Congress has indicated that it will continue to seek new legislative measures to control drug costs.

At the state level, legislatures have increasingly passed legislation and implemented regulations designed to control
pharmaceutical product and medical device pricing, including price or patient reimbursement constraints, discounts,
restrictions on certain product access and marketing cost disclosure and transparency measures, and, in some cases,
designed to encourage importation from other countries and bulk purchasing. In addition, regional healthcare authorities
and individual hospitals are increasingly using bidding procedures to determine what pharmaceutical products and
medical devices to purchase and which suppliers will be included in their prescription drug and other healthcare programs.

63



We cannot predict the reform initiatives that may be adopted in the future or whether initiatives that have been
adopted will be repealed or modified. It is unclear how the Biden administration will prioritize and execute initiatives to
contain healthcare costs. The continuing efforts of the government, insurance companies, managed care organizations
and other payors of healthcare services to contain or reduce costs of healthcare may adversely affect:

. the demand for our products and any products for which we may obtain regulatory approval,
. our ability to set a price that we believe is fair for our products;

. our ability to obtain coverage and reimbursement approval for a product;

. our ability to generate revenues and achieve or maintain profitability; and

. the level of taxes that we are required to pay.

We expect that changes and challenges to the ACA, as well as other healthcare reform measures that may be
adopted in the future, may result in additional reductions in Medicare and other healthcare funding, more rigorous
coverage criteria, new payment methodologies, and additional downward pressure on the price that we receive for our
products and any future approved product.

Testosterone (1) is a Schedule III (non-narcotic) substance under the Controlled Substances Act and any failure to
comply with this Act or its state equivalents would have a negative impact on our business.

Testosterone (T) is regulated under the federal Controlled Substances Act of 1970 (“CSA”) as a Schedule III
(non-narcotic) substance. The CSA and regulations promulgated by the Drug Enforcement Administration (“DEA”)
classify certain substances with a potential for abuse, known as “controlled substances” in either Schedule I, II, III,
IV or V, with Schedule I substances considered to present the highest risk of abuse and dependence and Schedule V
substances the lowest risk. The CSA establishes a closed chain of distribution for these drugs, and entities or individuals
handling controlled substances are subject to DEA regulations relating to manufacturing, distribution, dispensing,
importation and exportation. These regulations include requirements for registration, security, storage, recordkeeping
and reporting. For example, facilities must maintain certain physical security for storing controlled substances and
Schedule IIT drugs can only be prescribed by an authorized practitioner registered with the DEA and may only be
refilled five times within a six-month period from the date of the original prescription.

Entities must register annually with the DEA to manufacture, distribute, import and export controlled substances,
and entities prescribing, dispensing or conducting research with controlled substances must register every three years.
In addition, the DEA requires entities handling controlled substances to maintain records and file reports related
to transactions involving controlled substances follow specific labeling and packaging requirements, and provide
appropriate security measures to control against diversion of controlled substances. Failure to follow these requirements
can lead to significant civil and criminal penalties and administrative action to revoke a DEA registration. Individual
states also have established controlled substances laws. Though state controlled substances laws and regulations often
mirror federal law, because the states are separate jurisdictions, they may schedule products separately. While some
states automatically schedule a drug upon scheduling by DEA, , in other states, scheduling requires a rulemaking or
legislative action, which could delay commercialization in every state.

Because of the abuse potential, products containing controlled substances may generate public controversy.
As a result, reports of diversion or abuse of these products may lead to marketing approvals withdrawn. Moreover,
political pressures and adverse publicity could lead to delays in, and increased expenses for, and limit or restrict, the
introduction and marketing of JATENZO.

If coverage and reimbursement for JATENZO are limited, it may be difficult for us to profitably sell JATENZO.

Market acceptance and sales of JATENZO will depend, in part, on coverage and reimbursement policies
and may be affected by healthcare reform measures. Government authorities and other third-party payors, such as
private health insurers and health maintenance organizations, determine which medications they will cover and
establish reimbursement levels. Cost containment is a primary concern in the U.S. healthcare industry and elsewhere.
Government authorities and other third-party payors have attempted to control costs by limiting coverage and the
amount of reimbursement for particular medications. We cannot be sure that coverage and reimbursement will be
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available for JATENZO and, if reimbursement is available, what the level of such reimbursement will be. Limitations
on coverage and reimbursement may impact the demand for, or the price of, JATENZO. If coverage is not available or
reimbursement is available only at limited levels, we may not be able to successfully commercialize JATENZO.

There may be significant delays in obtaining coverage and reimbursement for newly approved drugs, and
coverage may be more limited than the indications for which the drug is approved by the FDA or comparable foreign
regulatory authorities. Moreover, eligibility for coverage and reimbursement does not imply that a drug will be paid
for in all cases or at a rate that covers our costs, including research, development, manufacture, sale and distribution
expenses. Interim reimbursement levels for new drugs, if applicable, may also not be sufficient to cover our costs
and may only be temporary. Reimbursement rates may vary according to the use of the drug and the clinical setting
in which it is used, may be based on reimbursement levels already set for lower cost drugs and may be incorporated
into existing payments for other services. Net prices for drugs may be reduced by mandatory discounts or rebates
required by government healthcare programs or private payors and by any future relaxation of laws that presently
restrict imports of drugs from countries where they may be sold at lower prices than in the United States. Our inability
to promptly obtain coverage and profitable reimbursement rates from both government-funded and private payors for
JATENZO could hinder our ability to recoup our investment.

The regulations that govern marketing approvals, coverage, and reimbursement for new drug products vary
widely from country to country. In some foreign countries, particularly Canada and European countries, the pricing
of prescription pharmaceuticals is subject to strict governmental control. In these countries, pricing negotiations with
governmental authorities can take six to 12 months or longer after the receipt of regulatory approval and product
launch. In many countries, the pricing review period begins after marketing or product licensing approval is granted.
In some foreign markets, prescription pharmaceutical pricing remains subject to continuing governmental control
even after initial approval is granted. To obtain favorable coverage and reimbursement for the indications sought or
pricing approval in some countries, we may be required to conduct a clinical trial that compares the cost-effectiveness
of JATENZO to other available therapies. If coverage for JATENZO is unavailable in any country in which coverage
and reimbursement are sought, or reimbursement for JATENZO is limited in scope or amount, or if pricing is set at
unsatisfactory levels, our ability to generate revenue from JATENZO will be diminished.

There can be no assurance that JATENZO will be considered medically reasonable and necessary for a specific
indication, that it will be considered cost-effective by third-party payors, that coverage and an adequate level of
reimbursement will be available, or that third-party payors’ reimbursement policies will not adversely affect our ability
to sell JATENZO profitably.

Our current and future relationships with customers and third-party payors in the United States and elsewhere may
be subject, directly or indirectly, to applicable anti-kickback, fraud and abuse, false claims, transparency, health
information privacy and security, and other healthcare laws and regulations, which could expose us to criminal
sanctions, civil penalties, contractual damages, reputational harm, administrative burdens, and diminished profits
and future earnings.

Healthcare providers, physicians and third-party payors in the United States and elsewhere will play a primary
role in the recommendation and prescription of JATENZO. Our future arrangements with third-party payors and
customers may expose us to broadly applicable fraud and abuse and other healthcare laws and regulations, including,
without limitation, the federal Anti-Kickback Statute and the federal False Claims Act, which may constrain the
business or financial arrangements and relationships through which we market, sell and distribute JATENZO. In
addition, we may be subject to transparency laws and patient privacy regulation by U.S. federal and state governments
and by governments in foreign jurisdictions in which we conduct our business. Applicable federal, state, and foreign
healthcare laws and regulations that may affect our ability to operate include:

. The federal anti-kickback statute, which prohibits, among other things, persons from knowingly and
willfully soliciting, offering, receiving or providing remuneration, directly or indirectly (including any
kickback, bribe or certain rebate), in cash or in kind, to induce or reward either the referral of an individual
for, or the purchase, order or recommendation of, any good or service, for which payment may be made
under federal healthcare programs such as Medicare and Medicaid. This statute has been interpreted to
apply to arrangements between pharmaceutical manufacturers on the one hand, and prescribers, purchasers
and formulary managers, among others, on the other. A person or entity does not need to have actual
knowledge of the statute or specific intent to violate it in order to have committed a violation.
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The federal False Claims Act, which imposes criminal and civil penalties, including those from civil
whistleblower or qui tam actions, against individuals or entities for knowingly presenting, or causing to
be presented, to the federal government, claims for payment that are false or fraudulent or making a false
statement to avoid, decrease, or conceal an obligation to pay money to the federal government. For example,
pharmaceutical companies have been prosecuted under the False Claims Act in connection with their
alleged off-label promotion of drugs, purportedly concealing price concessions in the pricing information
submitted to the government for government price reporting purposes, and allegedly providing free product
to customers with the expectation that the customers would bill federal health care programs for the product.
In addition, the government may assert that a claim including items or services resulting from a violation of
the federal anti-kickback statute constitutes a false or fraudulent claim for purposes of the False Claims Act.

The federal Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), which imposes
criminal and civil liability for executing a scheme to defraud any healthcare benefit program and also
imposes obligations, including mandatory contractual terms, with respect to safeguarding the privacy,
security and transmission of individually identifiable health information. Similar to the federal
anti-kickback statute, a person or entity does not need to have actual knowledge of the healthcare fraud
statute implemented under HIPAA or specific intent to violate it in order to have committed a violation.

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act
(“HITECH”) and its implementing regulations, which imposes privacy, security and breach reporting
obligations, including mandatory contractual terms, with respect to safeguarding the privacy and security
of individually identifiable health information upon covered entities subject to the rule, such as health
plans, healthcare clearinghouses and healthcare providers and their respective business associates
and independent contractors that perform certain services for them that involve the use or disclosure
of individually identifiable health information on their behalf. HITECH also created new tiers of civil
monetary penalties, amended HIPAA to make civil and criminal penalties directly applicable to business
associates, and gave state attorneys general new authority to file civil actions for damages or injunctions
in federal courts to enforce the federal HIPAA laws and seek attorneys’ fees and costs associated with
pursuing federal civil actions.

The federal false statements statute, which prohibits knowingly and willfully falsifying, concealing or
covering up a material fact or making any materially false statement in connection with the delivery of or
payment for healthcare benefits, items or services.

The federal transparency requirements, sometimes referred to as the “Sunshine Act”, under the Patient
Protection and ACA, which require manufacturers of drugs, devices, biologics and medical supplies that
are reimbursable under Medicare, Medicaid, or the Children’s Health Insurance Program to report to HHS
information related to physician payments and other transfers of value made to physicians (defined to
include doctors, dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, as well as
ownership and investment interests held by physicians and their immediate family members. Effective
January 1, 2022, these reporting obligations will extend to include transfers of value made to certain
non-physician providers such as physician assistants and nurse practitioners.

Analogous state laws and regulations, such as state anti-kickback and false claims laws and transparency
laws, which may apply to sales or marketing arrangements and claims involving healthcare items or
services reimbursed by non-governmental third-party payors, including private insurers, and some state
laws require pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance
guidelines and the relevant compliance guidance promulgated by the federal government in addition to
requiring drug manufacturers to report information related to payments to physicians and other healthcare
providers or marketing expenditures and drug pricing.

Various federal and state health information and data protection laws and regulations, and similar types of
laws outside the United States, which govern the collection, use, disclosure and protection of health-related
and other personal information by us and our collaborators.
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Efforts to ensure that our business arrangements with third parties will comply with applicable healthcare laws
and regulations could be costly. It is possible that governmental authorities will conclude that our business practices
may not comply with current or future statutes, regulations or case law interpreting applicable fraud and abuse or
other healthcare laws and regulations. If our operations, including anticipated activities to be conducted by our sales
team, are found to be in violation of any of these laws or any other governmental regulations that may apply to us,
we may be subject to significant civil, criminal and administrative penalties, including, without limitation, damages,
fines, imprisonment, exclusion from participation in government funded healthcare programs, such as Medicare and
Medicaid, and the curtailment or restructuring of our operations. If any of the physicians or other healthcare providers
or entities with whom we expect to do business is found not to be in compliance with applicable laws, that person
or entity may be subject to criminal, civil or administrative sanctions, including exclusions from participation in
government funded healthcare programs.

We could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act (the “FCPA”) and other
worldwide anti-bribery laws.

We are subject to the FCPA, which prohibits companies and their intermediaries from making payments in
violation of law to non-U.S. government officials for the purpose of obtaining or retaining business or securing any
other improper advantage. We have an ongoing relationship with Xianju, a non-U.S. company, as a third-party supplier
of TU and we may commercialize JATENZO outside of the United States in countries where we obtain marketing
approval either alone or under a partnership or co-promotion arrangement with a third party. Our significant reliance
on a foreign supply of TU demands a high degree of vigilance in preventing our employees and consultants from
participation in corrupt activity, because this supplier could be deemed our agent, and we could be held responsible for
its actions. The FCPA and similar anti-bribery laws to which we may be subject are complex and far-reaching in nature,
and, as a result, we cannot assure you that we would not be required in the future to alter one or more of our practices
to be in compliance with these laws or any changes in these laws or the interpretation thereof. Any violations of these
laws, or allegations of such violations, could disrupt our operations, involve significant management distraction and
involve significant costs and expenses, including legal fees. We could also suffer severe penalties, including criminal
and civil penalties, disgorgement, and other remedial measures.

Risks Related to Our Industry and Competition

Our market is subject to intense competition. If we are unable to compete effectively, our opportunity to generate
revenue from the sale of JATENZO will be impaired.

The T-replacement therapies market is highly competitive and dominated by the sale of T-gels and injectable forms
of T, which accounted for 95% of all prescriptions written in the United States for T-replacement therapies in 2020. Our
success will depend, in part, on our ability to obtain and retain an appreciable share of the market. Potential competitors in
North America, Europe and elsewhere include major pharmaceutical companies, specialty pharmaceutical companies,
biotechnology firms and other drug discovery organizations. JATENZO or its use may infringe competitors’ patents,
and if any patent infringement suit against us is successful, it could materially impact commercialization of JATENZO.
Competitors may attack our patent portfolio, see Lipocine’s interferences under “— Legal Proceedings” and in the
“Risks Related to Our Intellectual Property” subsections below. Other pharmaceutical companies may develop oral
T-replacement therapies that would compete with JATENZO that do not infringe the claims of our pending patent
applications or other proprietary rights, and these therapies may have competitive advantages over JATENZO. For
example, because T and TU are not patented compounds and are commercially available to third parties, it is possible
that competitors may design methods of T or TU administration that would be outside the scope of the claims of our
issued patents and patent applications. This would enable their products to compete with JATENZO.

T-replacement therapies currently on the market that would compete with JATENZO, include the following:

. T-gels, such as AndroGel, marketed by AbbVie Inc. (“AbbVie”); Testim®, marketed by Endo Pharmaceutical
(“Endo”); and Fortesta®, marketed by Endo in the United States;

. generic T-injectables;
. oral methyl-T;

. transdermal patches, such as Androderm®, marketed by Allergan Sales, LLC, a subsidiary of AbbVie;
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. buccal patches, such as Striant®, marketed by Endo;

. implanted subcutaneous pellets, such as Testopel®, marketed by Endo;

. Aveed, a long-acting T-injectable marketed by Endo;

. Xyosted, a sub-cutaneous weekly auto-injector T-therapy marketed by Antares Pharma, Inc.; and
. Natesto®, an intranasal T-therapy, marketed by Acerus Pharmaceuticals.

Several other pharmaceutical companies have T-replacement therapies, including oral formulations, and other
therapies that are either pending approval of an NDA or in clinical development, which may be approved for marketing
in the United States or outside of the United States. Based on publicly available information, we believe that current
therapies in development that would be competitive with JATENZO include:

. TLANDO®, an oral TU formulation developed by Lipocine, and tentatively approved by the FDA pending
the expiration on March 27, 2022 of JATENZO’s three-year Hatch-Waxman exclusivity;

. KYZATREX®, an oral TU formulation as a T-replacement therapy being developed by Marius
Pharmaceuticals with a Prescription Drug User Fee Act (“PDUFA”) date of October 31, 2021. If the FDA
rules favorably on KYZATREX, tentative approval would be granted pending the expiration on March 27,
2022 of JATENZQ’s three-year Hatch-Waxman exclusivity;

. a once weekly aromatase inhibitor, for first-line therapy for the treatment of obese men with
hypogonadotropic hypogonadism, which has completed its Phase 2b trials, currently being developed by
Mereo BioPharma Group Ltd; and

. an oral bio-identical testosterone, which has completed its Phase 2 clinical studies, being developed by
TesoRx LLC.

In addition, Andriol, an oral TU formulation, has been marketed by Merck & Co, Inc. in Europe or other
international markets since the early 1970s, but is not nor has it ever been approved in the United States.

Many of our potential competitors have substantially greater financial, technical and human resources than we
do and significantly greater experience in the discovery and development of drug candidates, obtaining FDA and
other marketing approvals of products and the commercialization of those products. Accordingly, our competitors
may be more successful than we may be in obtaining FDA approval for drugs and achieving widespread market
acceptance. Our competitors’ drugs may be more effective, less expensive or more effectively marketed and sold than
JATENZO and may render JATENZO obsolete or non-competitive before we can recover the expenses of developing
and commercializing it. We anticipate that we will face intense and increasing competition as new drugs, both generic
and branded, enter the market and advanced technologies become available.

Several companies have obtained approval for Section 505(b)(2) NDAs that cite existing T-gel products as their
listed drugs. The entrance of any generic T-gel into the market might create downward pricing pressure on all
T-replacement therapies and therefore could hurt our business.

Three Section 505(b)(2) NDAs citing to approved T-gel products have been approved for marketing in the
United States. Teva Pharmaceuticals USA (“Teva“) and Perrigo Israel Pharmaceuticals Ltd (“Perrigo®) have obtained
approval from the FDA to market T-gel products in the United States that are versions of AndroGel 1%. In addition,
Upsher-Smith Laboratories, Inc. (“Upsher-Smith”) received approval to market its T-gel product, a version of
Auxilium’s Testim 1%, in the United States. The entrance of any generic T-gel into the market might cause downward
pressure on the pricing of all T-replacement therapies, and which could negatively affect the level of sales and price at
which we can sell JATENZO.

Further, the Creating and Restoring Equal Access to Equivalent Samples Act (“CREATES Act”) was enacted
in 2019 requiring sponsors of approved NDAs to provide sufficient quantities of product samples on commercially
reasonable, market-based terms to entities developing generic drugs. The law establishes a private right of action
allowing developers to sue application holders that refuse to sell them product samples needed to support their
applications. If we are required to provide product samples or allocate additional resources to responding to such
requests or any legal challenges under this law, our business could be adversely impacted.
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The introduction of generic T-gels may also affect the reimbursement policies of government authorities and
third-party payors, such as private health insurers and health maintenance organizations. These organizations determine
which medications they will pay for and establish reimbursement levels. Cost containment is a primary concern in
the U.S. healthcare industry and elsewhere. Government authorities and these third-party payors have attempted to
control costs by limiting coverage and the amount of reimbursement for branded medications when there is a generic
version available. If generic T-gels are available in the market, that may create an additional obstacle to the availability
of coverage and reimbursement for JATENZO or lead to reduction in the level of such reimbursement, and our ability
to generate revenue could be compromised.

We face potential product liability exposure, and, if claims are brought against us, we may incur substantial liability.

The use of JATENZO in past clinical trials and the sale of JATENZO, expose us to the risk of product liability
claims. Product liability claims might be brought against us by patients, healthcare providers or others selling or
otherwise coming into contact with JATENZO. If we cannot successfully defend ourselves against product liability
claims, we could incur substantial liabilities. In addition, regardless of merit or eventual outcome, product liability
claims may result in:

. substantial monetary awards to patients from our clinical trials or other claimants;

. decreased demand for JATENZO;

. damage to our business reputation and exposure to adverse publicity;
. increased FDA warnings on product labels;

. costs of related litigation;

. distraction of management’s attention from our primary business;

. loss of revenue; and

. the inability to successfully commercialize JATENZO.

We have obtained product liability insurance coverage for commercial sales of JATENZO in the United States with
a $10.0 million annual aggregate coverage limit. However, our insurance coverage may not be sufficient to reimburse
us for any expenses or losses we may suffer. Moreover, insurance coverage is becoming increasingly expensive, and,
in the future, we may not be able to maintain or obtain insurance coverage at a reasonable cost or in sufficient amounts
to protect us against losses due to liability. On occasion, large judgments have been awarded in class action lawsuits
based on drugs that had side effects. The cost of any product liability litigation or other proceedings, even if resolved
in our favor, could be substantial. A product liability claim or series of claims brought against us could cause our stock
price to decline and, if we are unsuccessful in defending such a claim or claims and the resulting judgments exceed our
insurance coverage, our financial condition, business and prospects could be materially adversely impacted.

JATENZO is the only product we were commercializing. If we fail to successfully commercialize JATENZO, we may
need to acquire additional product candidates and our business may be impaired.

We have no other compounds beyond JATENZO in clinical testing, pre-clinical testing, lead optimization or
lead identification stages. If we fail to successfully commercialize JATENZO as a T-replacement therapy, our ability to
generate revenue will be impaired and we may need to develop other sources of revenues. If this occurs, we may seek
out opportunities to discover, develop, acquire or license additional promising product candidates or drug compounds
to expand our product candidate pipeline beyond JATENZO; however, this would constitute a significant change in
our strategy and would likely require substantial additional capital. We would also be exposed to numerous additional
risks related to our ability to identify, select and acquire the right product candidates and products on terms that are
acceptable to us, and there is no guarantee that we would be successful in these efforts.
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Risks Related to Our Intellectual Property

If we are unable to obtain or protect intellectual property rights related to JATENZO, we may not be able to compete
effectively in our market.

We rely upon a combination of patents, trade secret protection and confidentiality agreements to protect the
intellectual property related to JATENZO. The strength of patents in the biotechnology and pharmaceutical field involves
complex legal and scientific questions and can be uncertain. The patent applications that we own or in-license may fail
to result in issued patents with claims that cover JATENZO in the United States or in other foreign countries. If this were
to occur, early generic competition could be expected against JATENZO. There is no assurance that all of the potentially
relevant prior art relating to our patents and patent applications has been found, which can invalidate a patent or prevent a
patent application from issuing as a patent. In particular, because the active pharmaceutical ingredient in JATENZO has
been on the market as an ingredient in separate products for many years, it is possible that these products have previously
been used off-label in such a manner that such prior usage would affect the validity of our patents or our ability to obtain
patents based on our patent applications. Even if patents do successfully issue, third parties may challenge their validity,
enforceability or scope, which may result in such patents being narrowed, invalidated, or not infringed. Furthermore,
even if they are unchallenged, our patents and patent applications may not adequately protect our intellectual property
or prevent others from designing around our claims. If the patent applications we hold with respect to JATENZO fail to
issue, or if the breadth or strength of protection of our patent portfolio is threatened, it could dissuade companies from
partnering with us to commercialize JATENZO. We cannot offer any assurances about which, if any, patents will issue
or whether any issued patents will be found not invalid and not unenforceable or will go unthreatened by third parties.
For several of our patents, Lipocine suggested patent interferences, which can invalidate a patent; two interferences
were decided against us, another is declared and pending, several more were suggested, see below and see “— Legal
Proceedings” subsection below. Further, if we encounter delays in regulatory approvals, the period of time during which
we could market JATENZO under patent protection could be reduced. Since patent applications in the United States
and most other countries are confidential for a period of time after filing, and some remain so until issued, we cannot be
certain that we were the first to file any patent application related to JATENZO. Furthermore, if third parties have filed
such patent applications, an interference proceeding in the United States can be provoked by a third party or instituted by
us to determine who was the first to invent any of the subject matter covered by the patent claims of our applications. The
outcome of an interference can invalidate one or both involved patents, and a license may be needed to practice the claims
of the prevailing patent. Such license may not be available on favorable terms.

In addition to the protection afforded by patents, we rely on trade secret protection and confidentiality agreements
to protect proprietary know-how that is not patentable, processes for which patents are difficult to enforce and any
other elements of our drug discovery and development processes that involve proprietary know-how, information or
technology that is not covered by patents. Although we expect all of our employees to assign their inventions to us,
and all of our employees, consultants, advisors and any third parties who have access to our proprietary know-how,
information or technology to enter into confidentiality agreements, we cannot provide any assurances that all such
agreements have been duly executed or that our trade secrets and other confidential proprietary information will not be
disclosed or that competitors will not otherwise gain access to our trade secrets or independently develop substantially
equivalent information and techniques. Further, the laws of some foreign countries do not protect proprietary rights
to the same extent or in the same manner as the laws of the United States and Canada. As a result, we may encounter
significant problems in protecting and defending our intellectual property both in the United States and abroad. If we
are unable to prevent material disclosure of the non-patented intellectual property related to our technologies to third
parties, and there is no guarantee that we will have any such enforceable trade secret protection, we may not be able to
establish or maintain a competitive advantage in our market and our ability to achieve profitability could be impaired.

We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending patents on JATENZO in all countries throughout the world would be
prohibitively expensive, and our intellectual property rights in some countries outside the United States can be less
extensive than those in the United States. Further, the laws of some foreign countries do not protect proprietary rights
to the same extent or in the same manner as the laws of the United States. Consequently, we may not be able to prevent
third parties from practicing our inventions in all countries outside the United States, or from selling or importing
products made using our inventions in and into the United States or other jurisdictions. Competitors may use our
technologies in jurisdictions where we have not obtained patent protection to develop their own products and further,
may export otherwise infringing products to territories where we have patent protection, but enforcement is not as
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strong as that in the United States. These products may compete with JATENZO and our patents or other intellectual
property rights may not be effective or sufficient to prevent them from competing. As a result, we may encounter
significant problems in protecting and defending our intellectual property both in the United States and abroad. For
example, if the issuance to us, in a given country, of a patent covering an invention is not followed by the issuance, in
other countries, of patents covering the same invention, or if any judicial interpretation of the validity, enforceability,
or scope of the claims in, or the written description or enablement in, a patent issued in one country is not similar to
the interpretation given to the corresponding patent issued in another country, our ability to protect our intellectual
property in those countries may be limited. Changes in either patent laws or in interpretations of patent laws in the
United States and other countries may materially diminish the value of our intellectual property or narrow the scope of
our patent protection. If we are unable to prevent material disclosure of the non-patented intellectual property related
to our technologies to third parties, and there is no guarantee that we will have any such enforceable trade secret
protection, we may not be able to establish or maintain a competitive advantage in our market, which could hurt our
ability to successfully commercialize JATENZO.

Further, many companies have encountered significant problems in protecting and defending intellectual property
rights in foreign jurisdictions. The legal systems of certain countries, particularly certain developing countries, do not
favor the enforcement of patents, trade secrets and other intellectual property protection, particularly those relating to
pharmaceutical products, which could make it difficult for us to stop the infringement of our patents or marketing of
competing products in violation of our proprietary rights generally. Proceedings to enforce our patent rights in foreign
jurisdictions could result in substantial costs and divert our efforts and attention from other aspects of our business,
could put our patents at risk of being invalidated or interpreted narrowly and our patent applications at risk of not
issuing and could provoke third parties to assert claims against us. We may not prevail in any lawsuits that we initiate
and the damages or other remedies awarded, if any, may not be commercially meaningful. Accordingly, our efforts
to enforce our intellectual property rights around the world may be inadequate to obtain a significant commercial
advantage from the intellectual property that we develop or license.

Third-party claims of intellectual property infringement may prevent or delay our development and
commercialization efforts.

Our commercial success depends in part on our avoiding infringement of the patents and proprietary rights of
third parties. There is a substantial amount of litigation, both within and outside the United States, involving patent and
other intellectual property rights in the pharmaceutical industries, including patent infringement lawsuits, interferences,
oppositions, and post-grant review, inter partes review and inter party reexamination proceedings before the U.S.
Patent and Trademark Office. Numerous U.S. and foreign issued patents and pending patent applications, which are
owned by third parties, exist in the fields in which we and our collaborators are commercializing JATENZO. As the
biotechnology and pharmaceutical industries expand and more patents are issued, the risk increases that JATENZO
may be subject to claims of infringement of the patent rights of third parties.

Third parties may assert that we are employing their proprietary technology without authorization. There may be
third-party patents or patent applications with claims to materials, formulations, methods of manufacture or methods for
treatment related to the use or manufacture of JATENZO. Because patent applications can take many years to issue, there
may be currently pending patent applications which may later result in issued patents that JATENZO may infringe. In
addition, third parties may obtain patents in the future and claim that use of our technologies infringes upon these patents. If
any third-party patents were held by a court of competent jurisdiction to cover the manufacturing process of JATENZO, any
molecules formed during the manufacturing process or any final product itself, the holders of any such patents may be able
to block our ability to commercialize JATENZO unless we obtain a license under the applicable patents, or until such patents
expire. Similarly, if any third-party patent were held by a court of competent jurisdiction to cover aspects of our formulations,
processes for manufacture or methods of use, including combination therapy, the holders of any such patent may be able to
block our ability to develop and commercialize JATENZO unless we obtain a license or until such patent expires. In either
case, such a license may not be available on commercially reasonable terms or at all. See, for example, Lipocine’s patent
infringement suit filed against us, and past patent interferences under “— Legal Proceedings” below.

Third parties making claims against us may obtain injunctive or other equitable relief, which could effectively
block our ability to further develop and commercialize JATENZO; see Lipocine’s patent infringement suit filed against
us under “— Legal Proceedings” below. Defense of these claims, regardless of their merit, would involve substantial
litigation expense and would be a substantial diversion of employee resources from our business. In the event of a
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successful claim of infringement against us, we may have to pay substantial damages, including treble damages and
attorneys’ fees for willful infringement, obtain one or more licenses from third parties, pay royalties or redesign our
infringing product, which may be impossible or require substantial time and monetary expenditure. We cannot predict
whether any such license would be available at all or whether it would be available on commercially reasonable
terms. Furthermore, even in the absence of litigation, we may need to obtain licenses from third parties to advance
our research or allow commercialization, and we have done so from time to time. We may fail to obtain any of these
licenses at a reasonable cost or on reasonable terms, if at all. In that event, we would be unable to further develop
and commercialize JATENZO, which could harm our business significantly. We cannot provide any assurances that
third-party patents do not exist which might be enforced against JATENZO, resulting in either an injunction prohibiting
our sales, or, with respect to our sales, an obligation on our part to pay royalties or other forms of compensation to
third parties.

We may be involved in lawsuits and proceedings to protect or enforce our patents, which could be expensive, time
consuming and unsuccessful.

Competitors may infringe our patents. To counter infringement or unauthorized use, we may be required to file
infringement claims, which can be expensive and time-consuming. In addition, in an infringement proceeding, a court
may decide that a patent of ours is not valid or is unenforceable, or may refuse to stop the other party from using the
technology at issue on the grounds that our patents do not cover the technology in question. An adverse result in any
litigation or other contentious proceedings involving our patents or patent applications could put one or more of our
patents at risk of being invalidated or interpreted narrowly and could put our patent applications at risk of not issuing.

Interference proceedings provoked by third parties or brought by us may be necessary to determine the
priority of inventions with respect to our patents or patent applications. An unfavorable outcome could require us
to cease using the related technology or to attempt to license rights to it from the prevailing party. Our business
could be harmed if the prevailing party is awarded one or more claims that cover JATENZO and does not offer us a
license on commercially reasonable terms. Our defense of litigation or interference proceedings may fail and, even
if successful, may result in substantial costs and distract our management and other employees. We may not be able
to prevent misappropriation of our intellectual property rights, particularly in countries where the laws may not
protect those rights as fully as in the United States.

We have recently been involved in a number of interference proceedings and an infringement lawsuit with
Lipocine regarding JATENZO, which consumed time and resources. In May 2021, our motion for summary
judgment against Lipocine for failure to provide adequate written description of Lipocine’s asserted patent claims
was granted, and we entered into a global settlement agreement with Lipocine that settled all claims, including the
sole pending interference, and provides for payment by Lipocine to us as a settlement fee. For more information
regarding the disputes with Lipocine, see the “— Legal Proceedings” subsection below. There is no guarantee that
additional interference or infringement proceedings will not be filed by other third parties in the future.

Furthermore, because of the substantial amount of discovery required in connection with intellectual property
litigation, there is a risk that some of our confidential information could be compromised by disclosure during this
type of litigation. There could also be public announcements of the results of hearings, motions or other interim
proceedings or developments. If securities analysts or investors perceive these results to be negative, it could hurt the
price of our and the Combined Entity’s common stock.

Obtaining and maintaining our patent protection depends on compliance with various procedural, document
submission, fee payment and other requirements imposed by governmental patent agencies, and our patent
protection could be reduced or eliminated for non-compliance with these requirements.

Periodic maintenance fees on any issued patent are due to be paid to the U.S. Patent and Trademark Office and
foreign patent agencies in several stages over the lifetime of the patent. The U.S. Patent and Trademark Office and
various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee
payment and other similar provisions during the patent application process. While an inadvertent lapse can in many
cases be cured by payment of a late fee or by other means in accordance with the applicable rules, there are situations
in which noncompliance can result in abandonment or lapse of the patent or patent application, resulting in partial or
complete loss of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment
or lapse of a patent or patent application include, but are not limited to, failure to respond to official actions within

72



prescribed time limits, non-payment of fees and failure to properly legalize and submit formal documents. If we fail
to maintain the patents and patent applications covering JATENZO, our competitors might be able to enter the market,
which would have a material adverse effect on our business.

We may be subject to claims that our employees, consultants or independent contractors have wrongfully used or
disclosed confidential information of third parties.

We employ individuals who were previously employed at other biotechnology or pharmaceutical companies.
We may be subject to claims that we or our employees, consultants or independent contractors have inadvertently or
otherwise used or disclosed confidential information of our employees’ former employers or other third parties. We
may also be subject to claims that former employers or other third parties have an ownership interest in our patents.
Litigation may be necessary to defend against these claims. There is no guarantee of success in defending these claims,
and if we are successful, litigation could result in substantial cost and be a distraction to our management and other
employees.

Risks Related to General Business, Employee Matters and Managing Growth

We will need to grow our company, and we may encounter difficulties in managing this growth, which could disrupt
our operations.

We expect to experience significant growth in the number of employees and the scope of our operations. To
manage our anticipated future growth, we must continue to implement and improve our managerial, operational and
financial systems, expand our facilities and continue to recruit and train additional qualified personnel. Also, our
management may need to divert a disproportionate amount of its attention away from our day-to-day activities and
devote a substantial amount of time to managing these growth activities. Due to our limited resources, we may not
be able to effectively manage the expansion of our operations or recruit and train additional qualified personnel. The
physical expansion of our operations may lead to significant costs and may divert financial resources from other
projects. Our future financial performance and our ability to successfully commercialize JATENZO and compete
effectively will depend, in part, on our ability to effectively manage any future growth. If our management is unable
to effectively manage our expected growth, our expenses may increase more than expected, our ability to generate or
increase our revenue could be reduced and we may not be able to implement our business strategy.

Our future success depends on our ability to retain our chief executive officer, chief financial officer and chief
commercial officer and to attract, retain and motivate qualified personnel.

We are highly dependent on Dr. Robert E. Dudley, our Chief Executive Officer, Richard Peterson, our Chief
Financial Officer, Steven A. Bourne, our Chief Administrative Officer, and Frank Jaeger, our Chief Commercial
Officer. We have entered into employment agreements with these individuals, but any of them may terminate his
employment with us at any time. Although we do not have any reason to believe that we may lose the services of any
of these individuals in the foreseeable future, the loss of their services might impede the achievement of our research,
development and commercialization objectives. We rely on consultants and advisors to assist us in formulating our
development and commercialization strategy. Our consultants and advisors may be employed by employers other
than us and may have commitments under consulting or advisory contracts with other entities that may limit their
availability to us. Recruiting and retaining qualified scientific personnel and sales and marketing personnel will also
be critical to our success. We may not be able to attract and retain these personnel on acceptable terms given the
competition among numerous pharmaceutical and biotechnology companies for similar personnel.

We may expand through acquisitions of, or investments in, other companies, each of which may divert our
management’s attention, result in additional dilution to our stockholders and consume resources that are necessary
to sustain and grow our business.

An element of our growth strategy is to expand our product candidate pipeline beyond JATENZO. To pursue
this strategy, we will need to acquire androgen and metabolic therapies for men and women or other complementary
products, product candidates or businesses. We also may enter into relationships with other businesses in order to
expand our product offerings, which could involve preferred or exclusive licenses, additional channels of distribution
or discount pricing or investments in other companies.
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We have limited resources to identify and execute the acquisition or in-licensing of third-party products, businesses
and technologies. Moreover, we will face significant competition in seeking to acquire or license promising product
candidates or drug compounds. Other companies, including some with significantly greater financial, marketing and
sales resources and more extensive experience in preclinical studies and clinical trials, obtaining marketing approval
and manufacturing and marketing pharmaceutical products, may compete with us for the license or acquisition of
product candidates and drug compounds. If we are unable to acquire or license additional promising product candidates
or drug compounds, we will not be able to expand our product candidate pipeline and our prospects for future growth
and our ability to sustain profitability will continue to be entirely dependent upon the success of JATENZO.

In addition, the process of proposing, negotiating and implementing these transactions can be time consuming,
difficult and expensive, and our ability to close these transactions may be subject to third-party approvals, such as
government regulation, which are beyond our control. Consequently, we can make no assurance that these transactions,
once undertaken and announced, will close.

An acquisition or investment may result in unforeseen operating difficulties and expenditures. In particular,
we may encounter difficulties assimilating or integrating the businesses, products, personnel or operations of the
acquired companies, particularly if the key personnel of the acquired business choose not to work for us, and we may
have difficulty retaining the customers of any acquired business. Acquisitions may also disrupt our ongoing business,
divert our resources and require significant management attention that would otherwise be available for development
of our business. Any acquisition or investment could expose us to unknown liabilities. Moreover, we cannot assure
you that the anticipated benefits of any acquisition or investment would be realized or that we would not be exposed
to unknown liabilities. An acquisition could also result in dilutive issuances of our equity securities, the incurrence of
debt, contingent liabilities, amortization expenses or the write-off of goodwill.

Our debt agreements contain restrictions that limit our flexibility in operating our business.

In March 2020, we entered into an indenture and certain collateral agreements which places a lien on our assets
and a negative pledge on our intellectual property. These loan documents contain various covenants that limit our
ability to engage in specified types of transactions. These covenants limit our ability to, among other things:

. sell, transfer, lease or dispose of certain assets;
. encumber or permit liens on certain assets;
. make certain restricted payments, including paying dividends on, or repurchasing or making distributions

with respect to, our common stock; and
. enter into certain transactions with affiliates.

A breach of any of the covenants under the loan agreements could result in a default under the loan. Upon the
occurrence of an event of default under the loan, the lenders could elect to declare all amounts outstanding to be
immediately due and payable and terminate all commitments to extend further credit. If we are unable to repay those
amounts, the lenders could proceed against the collateral granted to them to secure such indebtedness.

Risks Related to Ownership of New Blue Water Common Stock

An active market for New Blue Water’s securities may not develop, which would adversely affect the liquidity and
price of New Blue Water’s securities.

The price of New Blue Water’s securities may vary significantly due to factors specific to New Blue Water
as well as to general market or economic conditions. Furthermore, an active trading market for New Blue Water’s
securities may never develop or, if developed, it may not be sustained. You may be unable to sell your securities unless
a market can be established and sustained.

Nasdaq may delist New Blue Water’s securities from trading on its exchange, which could limit investors’ ability
to make transactions in New Blue Water’s securities and subject New Blue Water to additional trading restrictions.

Blue Water’s securities are currently listed on Nasdaq and it is anticipated that, following the Business Combination,
New Blue Water’s securities will be listed on Nasdaq. However, Blue Water cannot assure you that New Blue Water’s
securities will continue to be listed on Nasdaq in the future. In order to continue listing its securities on Nasdaq, New
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Blue Water must maintain certain financial, distribution and stock price levels. Generally, New Blue Water must maintain
a minimum amount in stockholders’ equity (generally $2,500,000) and a minimum number of holders of its securities
(generally 300 public holders). Additionally, in connection with the Business Combination, New Blue Water will be required
to demonstrate compliance with Nasdaq’s initial listing requirements, which are more rigorous than Nasdaq’s continued
listing requirements, in order to continue to maintain the listing of our securities on Nasdaq. For instance, New Blue Water’s
stock price would generally be required to be at least $4 per share and its stockholders’ equity would generally be required
to be at least $5.0 million and New Blue Water will be required to have a minimum of 300 public holders. Blue Water
cannot assure you that New Blue Water will be able to meet those initial listing requirements at that time.

If Nasdaq delists New Blue Water’s securities from trading on its exchange and New Blue Water is not able to
list its securities on another national securities exchange, Blue Water expects New Blue Water’s securities could be
quoted on an over-the-counter market. If this were to occur, New Blue Water could face significant material adverse
consequences, including:

. a limited availability of market quotations for its securities;
. reduced liquidity for its securities;
. a determination that New Blue Water’s common stock is a “penny stock” which will require brokers

trading in the common stock to adhere to more stringent rules and possibly result in a reduced level of
trading activity in the secondary trading market for New Blue Water’s securities;

. a limited amount of news and analyst coverage; and

. a decreased ability to issue additional securities or obtain additional financing in the future.

The market price of New Blue Water’s common stock may decline as a result of the Business Combination.

The market price of New Blue Water’s common stock may decline as a result of the Business Combination for
a number of reasons including if:

. investors react negatively to the prospects of New Blue Water’s business and the prospects of the Business
Combination;
. the effect of the Business Combination on New Blue Water’s business and prospects is not consistent with

the expectations of financial or industry analysts; or

. New Blue Water does not achieve the perceived benefits of the Business Combination as rapidly or to the
extent anticipated by financial or industry analysts.

The New Blue Water common stock price may change significantly following the Merger and you could lose all or
part of your investment as a resullt.

The trading price of New Blue Water common stock is likely to be volatile. The stock market recently has
experienced extreme volatility. This volatility often has been unrelated or disproportionate to the operating performance
of particular companies. You may not be able to resell your shares of New Blue Water common stock at an attractive

price due to a number of factors such as those listed in “— Risks Related to Clarus” and the following:
. results of operations that vary from the expectations of securities analysts and investors;
. results of operations that vary from those New Blue Water’s competitors;
. changes in expectations as to New Blue Water’s future financial performance, including financial estimates

and investment recommendations by securities analysts and investors;

. declines in the market prices of stocks generally;
. strategic actions by New Blue Water or its competitors;
. announcements by New Blue Water or its competitors of significant contracts, acquisitions, joint ventures,

other strategic relationships or capital commitments;

. any significant change in New Blue Water’s management;
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. changes in general economic or market conditions or trends in New Blue Water’s industry or markets;

. changes in business or regulatory conditions, including new laws or regulations or new interpretations of
existing laws or regulations applicable to New Blue Water’s business;

. future sales of New Blue Water common stock or other securities;

. investor perceptions of the investment opportunity associated with New Blue Water common stock relative
to other investment alternatives;

. the public’s response to press releases or other public announcements by New Blue Water or third parties,
including New Blue Water’s filings with the SEC;

. litigation involving New Blue Water, New Blue Water’s industry, or both, or investigations by regulators
into New Blue Water’s operations or those of New Blue Water’s competitors;

. guidance, if any, that New Blue Water provides to the public, any changes in this guidance or New Blue
Water’s failure to meet this guidance;

. the development and sustainability of an active trading market for New Blue Water common stock;

. actions by institutional or activist stockholders;

. changes in accounting standards, policies, guidelines, interpretations or principles; and

. other events or factors, including those resulting from pandemics, natural disasters, war, acts of terrorism

or responses to these events.

These broad market and industry fluctuations may adversely affect the market price of New Blue Water common
stock, regardless of New Blue Water’s actual operating performance. In addition, price volatility may be greater if the
public float and trading volume of New Blue Water common stock is low.

In the past, following periods of market volatility, stockholders have instituted securities class action litigation.
If New Blue Water was involved in securities litigation, it could have a substantial cost and divert resources and the
attention of executive management from New Blue Water’s business regardless of the outcome of such litigation.

Because there are no current plans to pay cash dividends on the New Blue Water common stock for the foreseeable
future, you may not receive any return on investment unless you sell your New Blue Water common stock at a price
greater than what you paid for it.

New Blue Water intends to retain future earnings, if any, for future operations, expansion and debt repayment and
there are no current plans to pay any cash dividends for the foreseeable future. The declaration, amount and payment of
any future dividends on shares of New Blue Water common stock will be at the sole discretion of the New Blue Water
board of directors. The New Blue Water board of directors may take into account general and economic conditions,
New Blue Water’s financial condition and results of operations, New Blue Water’s available cash and current and
anticipated cash needs, capital requirements, contractual, legal, tax and regulatory restrictions, implications of the
payment of dividends by New Blue Water to its stockholders or by its subsidiaries to it and such other factors as the
New Blue Water board of directors may deem relevant. As a result, you may not receive any return on an investment
in New Blue Water common stock unless you sell your New Blue Water common stock for a price greater than that
which you paid for it.

New Blue Water stockholders may experience dilution in the future.

The percentage of shares of New Blue Water common stock owned by current stockholders may be diluted in
the future because of equity issuances for acquisitions, capital market transactions or otherwise, including, without
limitation, equity awards that New Blue Water may grant to its directors, officers and employees, exercise of the New
Blue Water warrants. Such issuances may have a dilutive effect on New Blue Water’s earnings per share, which could
adversely affect the market price of New Blue Water common stock.
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Certain Blue Water warrants are accounted for as a warrant liability and will be recorded at fair value upon issuance
with changes in fair value each period reported in earnings, which may have an adverse effect on the market price
of New Blue Water common stock.

On April 12, 2021, the staff of the SEC issued a public statement entitled “Staff Statement on Accounting
and Reporting Considerations for Warrants issued by Special Purpose Acquisition Companies (“SPACs”). In the
statement, the SEC staff expressed its view that certain terms and conditions common to SPAC warrants may result
in the classification of these financial instruments as a liability as opposed to equity. The classification of these
financial instruments as a liability would result in the application of derivative liability accounting, which would
entail a quarterly valuation of these liabilities with any change in value required to be reflected in quarterly and annual
financial statements of the issuer. We expect to account for the Public Warrants and Placement Warrants as a warrant
liability and will record at fair value upon issuance any changes in fair value each period reported in earnings as
determined by the Company based upon a valuation report obtained from its independent third party valuation firm.
The impact of changes in fair value on earnings may have an adverse effect on the market price of New Blue Water
common stock.

If securities or industry analysts do not publish research or reports about New Blue Water’s business, if they change
their recommendations regarding New Blue Water common stock or if New Blue Water’s operating results do not
meet their expectations, the New Blue Water common stock price and trading volume could decline.

The trading market for New Blue Water common stock will depend in part on the research and reports that
securities or industry analysts publish about New Blue Water or its businesses. If no securities or industry analysts
commence coverage of New Blue Water, the trading price for New Blue Water common stock could be negatively
impacted. In the event securities or industry analysts initiate coverage, if one or more of the analysts who cover New
Blue Water downgrade its securities or publish unfavorable research about its businesses, or if New Blue Water’s
operating results do not meet analyst expectations, the trading price of New Blue Water common stock would likely
decline. If one or more of these analysts cease coverage of New Blue Water or fail to publish reports on New Blue
Water regularly, demand for New Blue Water common stock could decrease, which might cause the New Blue Water
common stock price and trading volume to decline.

Future sales, or the perception of future sales, by New Blue Water or its stockholders in the public market following
the Business Combination could cause the market price for New Blue Water common stock to decline.

The sale of shares of New Blue Water common stock in the public market, or the perception that such sales
could occur, could harm the prevailing market price of shares of New Blue Water common stock. These sales, or the
possibility that these sales may occur, also might make it more difficult for New Blue Water to sell equity securities in
the future at a time and at a price that it deems appropriate.

Upon consummation of the Business Combination, it is currently expected that New Blue Water will have a
total of 24,855,570 shares of New Blue Water common stock outstanding (excluding the exercise of any outstanding
Warrants and assuming that (i) there are no redemptions of any shares by Blue Water’s public stockholders in connection
with the Business Combination, (ii) the negative Closing Net Indebtedness is $43.1 million (which is the maximum
provided in the Merger Agreement), (iii) no awards are issued under the Equity Incentive Plan, and (iv) no Working
Capital Warrants or Extension Warrants are issued). All shares currently held by Blue Water public stockholders and
all of the shares issued in the Business Combination to existing Clarus securityholders will be freely tradable without
registration under the Securities Act, and without restriction by persons other than New Blue Water’s “affiliates” (as
defined under Rule 144 under the Securities Act, (“Rule 144”)), including New Blue Water’s directors, executive
officers and other affiliates.

In connection with the Merger, certain existing Clarus securityholders and noteholders, who are expected to
collectively own 70.0% shares of New Blue Water common stock following the Business Combination (based on the
above assumptions and Clarus’s current stockholdings), have agreed with Blue Water, subject to certain exceptions,
not to dispose of or hedge any of their shares of New Blue Water common stock or securities convertible into or
exchangeable for shares of New Blue Water common stock during the period from the date of the Closing continuing
through the earlier of: (i) the date that is 180 days from the date of the Closing, and (ii) such date on which New Blue
Water completes a liquidation, merger, stock exchange, reorganization or other similar transaction that results in all
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of the New Blue Water stockholders having the right to exchange their shares of New Blue Water common stock for
cash, securities or other property. See “The Business Combination Proposal — General Description of the Merger
Agreement — Lock-up Agreements”.

In addition, the shares of New Blue Water common stock reserved for future issuance under the Equity Incentive
Plan will become eligible for sale in the public market once those shares are issued, subject to any applicable vesting
requirements, lockup agreements and other restrictions imposed by law. A total number of shares representing 10% of the
fully diluted outstanding shares of New Blue Water common stock immediately following consummation of the Merger
are expected to be reserved for future issuance under the Equity Incentive Plan. New Blue Water is expected to file one
or more registration statements on Form S-8 under the Securities Act to register shares of New Blue Water common stock
or securities convertible into or exchangeable for shares of New Blue Water common stock issued pursuant to the Equity
Incentive Plan. Any such Form S-8 registration statements will automatically become effective upon filing. Accordingly,
shares registered under such registration statements will be available for sale in the open market.

In the future, New Blue Water may also issue its securities in connection with investments or acquisitions.
The amount of shares of New Blue Water common stock issued in connection with an investment or acquisition
could constitute a material portion of the then-outstanding shares of New Blue Water common stock. Any issuance
of additional securities in connection with investments or acquisitions may result in additional dilution to New Blue
Water stockholders.

Blue Water currently is and New Blue Water will be an emerging growth company within the meaning of the
Securities Act, and if New Blue Water takes advantage of certain exemptions from disclosure requirements available
to emerging growth companies, this could make our securities less attractive to investors and may make it more
difficult to compare our performance with other public companies.

Blue Water is currently and, following the consummation of the Merger, New Blue Water will be an “emerging
growth company” within the meaning of the Securities Act, as modified by the JOBS Act. New Blue Water may
continue to take advantage of certain exemptions from various reporting requirements that are applicable to other public
companies that are not emerging growth companies including, but not limited to, not being required to comply with the
auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding
executive compensation in periodic reports and proxy statements, and exemptions from the requirements of holding a
nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments not
previously approved. As a result, New Blue Water stockholders may not have access to certain information they may
deem important. We cannot predict whether investors will find securities issued by New Blue Water less attractive
because New Blue Water will rely on these exemptions. If some investors find those securities less attractive as a result
of'its reliance on these exemptions, the trading prices of New Blue Water’s securities may be lower than they otherwise
would be, there may be a less active trading market for New Blue Water’s securities and the trading prices of New Blue
Water’s securities may be more volatile.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply
with new or revised financial accounting standards until private companies (that is, those that have not had a Securities
Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are
required to comply with the new or revised financial accounting standards. The JOBS Act provides that a company can
elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth
companies but any such election to opt out is irrevocable. Blue Water has elected not to opt out of such extended
transition period, which means that when a standard is issued or revised and it has different application dates for public
or private companies, New Blue Water, as an emerging growth company, can adopt the new or revised standard at the
time private companies adopt the new or revised standard. This may make comparison of New Blue Water’s financial
statements with another public company that is neither an emerging growth company nor an emerging growth company
that has opted out of using the extended transition period difficult or impossible because of the potential differences
in accountant standards used.

New Blue Water will remain an emerging growth company until the earliest of: (i) the last day of the fiscal year
following the fifth anniversary of the closing of the Blue Water IPO, (ii) the last day of the fiscal year in which New
Blue Water has total annual gross revenue of at least $1.07 billion; (iii) the last day of the fiscal year in which New
Blue Water is deemed to be a “large accelerated filer” as defined in Rule 12b-2 under the Exchange Act, which would
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occur if the market value of New Blue Water common stock held by non-affiliates exceeded $700.0 million as of the
last business day of the second fiscal quarter of such year; or (iv) the date on which New Blue Water has issued more
than $1.0 billion in non-convertible debt securities during the prior three-year period.

New Blue Water may redeem unexpired Public Warrants prior to their exercise at a time that is disadvantageous for
Blue Water warrantholders.

New Blue Water will have the ability to redeem outstanding Public Warrants at any time after they become
exercisable and prior to their expiration, at a price of $0.01 per warrant, provided that the last reported sales price
of New Blue Water common stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends,
reorganizations, recapitalizations and the like) for any 20 trading days within a 30 trading-day period ending on the
third trading day prior to the date New Blue Water sends the notice of redemption to the warrant holders. If and
when the Public warrants become redeemable by New Blue Water, New Blue Water may exercise its redemption
right if there is a current registration statement in effect with respect to the shares of New Blue Water common
stock underlying such warrants. Redemption of the outstanding Public Warrants could force you to: (i) exercise your
warrants and pay the related exercise price at a time when it may be disadvantageous for you to do so; (ii) sell your
warrants at the then-current market price when you might otherwise wish to hold your warrants; or (iii) accept the
nominal redemption price which, at the time the outstanding Public Warrants are called for redemption, is likely to be
substantially less than the market value of your warrants. None of the Placement Warrants (or if issued, any Working
Capital Warrants or Extension Warrants) will be redeemable by New Blue Water for cash so long as they are held by
the Sponsor or its permitted transferees.

Risks Related to Redemption

There is no guarantee that a Blue Water public stockholder’s decision whether to redeem its shares of Blue Water
common stock for a pro rata portion of the Trust Account will put such stockholder in a better future economic
position.

We cannot assure you as to the price at which a public stockholder may be able to sell the shares of New Blue
Water common stock in the future following the completion of the Merger. Certain events following the consummation
of any business combination, including the Merger, may cause an increase in the New Blue Water stock price, and
may result in a lower value realized now than a Blue Water stockholder might realize in the future had the stockholder
not elected to redeem such stockholder’s public shares. Similarly, if a Blue Water public stockholder does not redeem
his, her or its shares, such stockholder will bear the risk of ownership of New Blue Water common stock after the
consummation of the Merger, and there can be no assurance that a stockholder can sell his, her or its shares of
New Blue Water common stock in the future for a greater amount than the redemption price set forth in this proxy
statement/prospectus. A Blue Water public stockholder should consult his, her or its own tax or financial advisor for
assistance on how this may affect its individual situation.

If Blue Water public stockholders fail to comply with the redemption requirements specified in this proxy
statement/prospectus, they will not be entitled to redeem their public shares for a pro rata portion of the funds held
in the Trust Account.

Blue Water intends to comply with the U.S. federal proxy rules in conducting redemptions in connection with the
Merger. However, despite Blue Water’s compliance with these rules, if a Blue Water stockholder fails to receive Blue
Water’s proxy materials, such stockholder may not become aware of the opportunity to redeem its shares of Blue Water
common stock. In addition, this proxy statement/prospectus provides the various procedures that must be complied
with in order to validly tender or redeem public shares. In the event that a public stockholder fails to comply with these
or any other procedures, its public shares may not be redeemed.

In order to exercise their redemption rights, public stockholders are required to deliver their public shares,
either physically or electronically using the Depository Trust Company’s DWAC System, to Blue Water’s transfer
agent prior to the vote at the Blue Water Special Meeting. If a public stockholder properly seeks redemption as
described in this proxy statement/prospectus and the Business Combination is consummated, Blue Water will redeem
these public shares for a pro rata portion of the funds deposited in the Trust Account and the public stockholder will
no longer own such public shares following the Merger. See the section entitled “Blue Water Special Meeting of
Stockholders— Redemption Rights” for additional information on how to exercise your redemption rights.

79



If you or a “group” of Blue Water stockholders of which you are a part is deemed to hold an aggregate of more than
15% of the public shares, you (or, if a member of such a group, all of the members of such group in the aggregate)
will lose the ability to redeem all such public shares in excess of 15% of the public shares.

A public stockholder, together with any of his, her or its affiliates or any other person with whom it is acting
in concert or as a “group” (as defined in Section 13(d)(3) of the Exchange Act), will be restricted from redeeming in
the aggregate his, her or its public shares or, if part of such a group, the group’s public shares, in excess of 15% of the
public shares, without the prior consent of Blue Water. However, Blue Water stockholders’ ability to vote all of their
public shares (including such excess shares) for or against the Business Combination Proposal is not restricted by
this limitation on redemptions. Your inability to redeem any such excess public shares could result in you suffering a
material loss on your investment in Blue Water if you sell such excess public shares in open market transactions. Blue
Water cannot assure you that the value of such excess public shares will appreciate over time following the Business
Combination or that the market price of the public shares will exceed the per share redemption price.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

Defined terms included below shall have the same meaning as terms defined and included elsewhere in this this
proxy statement/prospectus.

The following unaudited pro forma condensed combined financial statements of Blue Water present the
combination of the historical financial information of Blue Water and Clarus adjusted to give effect to the Business
Combination and the private placement received in the second quarter of 2021. The following unaudited pro forma
condensed combined financial information has been prepared in accordance with Article 11 of Regulation S-X.

The unaudited pro forma condensed combined balance sheet as of March 31, 2021 combines the historical
balance sheet of Blue Water and the historical balance sheet of Clarus as of March 31, 2021, on a pro forma basis as
if the Business Combination and related transactions, summarized below, had been consummated on March 31, 2021.

The unaudited pro forma condensed combined statements of operations for the three months ended March 31,
2021 and year ended December 31, 2020 combine the historical statements of operations of Blue Water and Clarus for
such periods on a pro forma basis as if the Business Combination and related transactions had been consummated on
January 1, 2020, the beginning of the earliest period presented.

The unaudited pro forma condensed combined financial statements have been developed from and should be
read in conjunction with:

. the accompanying notes to the unaudited pro forma condensed combined financial statements;

. the historical unaudited financial statements of Blue Water as of and for the three months ended March 31,
2021 and the historical audited financial statements as of and for the year ended December 31, 2020 and
the related notes thereto, included elsewhere in this proxy statement/prospectus;

. the historical unaudited financial statements of Clarus as of and for the three months ended March 31,
2021 and the historical audited financial statements as of and for the year ended December 31, 2020 and
the related notes thereto, included elsewhere in this proxy statement/prospectus; and

. the sections entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations of Blue Water,” “Managements Discussion and Analysis of Financial Condition and Results
of Operations of Clarus,” and other financial information relating to Blue Water and Clarus included
elsewhere in this proxy statement/prospectus, including the Merger Agreement and the description of
certain terms thereof set forth under “The Business Combination”.

The unaudited pro forma condensed combined financial information has been presented for illustrative purposes
only and does not necessarily reflect what the Combined Entity’s financial condition or results of operations would have
been had the Business Combination, convertible notes issuance and private placement occurred on the dates indicated.
Further, the unaudited pro forma condensed combined financial information also may not be useful in predicting the
future financial condition and results of operations of the Combined Entity. The actual financial position and results
of operations may differ significantly from the pro forma amounts reflected herein due to a variety of factors. The
unaudited transaction accounting adjustments represent management’s estimates based on information available as of
the date of this unaudited pro forma condensed combined financial information and are subject to change as additional
information becomes available and analyses are performed. Assumptions and estimates underlying the unaudited pro
forma adjustments set forth in the unaudited pro forma condensed combined financial statements are described in
the accompanying notes. The Combined Entity believes that its assumptions and methodologies provide a reasonable
basis for presenting all of the significant effects of the Business Combination, convertible notes issuance and private
placement based on information available to management at this time and that the transaction accounting adjustments
give appropriate effect to those assumptions and are properly applied in the unaudited pro forma condensed combined
financial information.

On April 27, 2021, Blue Water, Merger Sub and Clarus entered into the Merger Agreement, pursuant to which
Merger Sub shall be merged with and into the Clarus, for common stock equivalent to (i) 17,929,832 shares of New
Blue Water Class A common stock, subject to adjustment to account for the Closing Net Indebtedness, divided by
$10.20; plus (ii) 1,500,000 shares of New Blue Water Class A Common Stock issuable to the holders of certain
non-convertible promissory notes of Clarus in exchange for $10.0 million of the aggregate principal amount of such
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notes and certain outstanding royalty rights; plus (iii) a number of shares of New Blue Water Class A common stock
equal to the outstanding balance (principal and interest) at Closing of convertible and non-convertible promissory
notes of Clarus issued between the date of the Merger Agreement and Closing divided by $10.00, provided that
Clarus may elect, in its discretion to instead pay off the outstanding balance of, and any redemption premium on, the
non-convertible promissory notes at Closing. Upon consummation of the Business Combination, Clarus will become
a wholly owned subsidiary of Blue Water, and Blue Water will be renamed Clarus Therapeutics Holdings, Inc.

Pursuant to the existing Blue Water Charter, public stockholders are being offered the opportunity to redeem,
upon the closing of the merger, shares of Blue Water Class A common stock then held by them for cash equal to their
pro rata share of the aggregate amount on deposit in the Trust Account (as of two business days prior to the Closing).
The unaudited pro forma condensed combined information contained herein assumes that Blue Water stockholders
approve the Business Combination. Blue Water’s public stockholders may elect to redeem their Class A common stock
for cash even if they approve the Business Combination. Blue Water cannot predict how many of its stockholders will
exercise their right to have their shares redeemed for cash. As a result, for illustrative purposes, the unaudited pro
forma condensed combined financial information has been prepared assuming two alternative levels of additional
redemptions of Blue Water Class A common stock:

. Assuming No Additional Redemptions (“No Redemption ) — this scenario assumes that no shares of Blue
Water Class A common stock are redeemed; and

. Assuming Additional Redemptions (“Max Redemption’) — This scenario assumes additional redemption
of 3,690,032 Blue Water Class A common stock, for aggregate payment of approximately $37.6 million
from the Trust Account, ), so that Blue Water retains at least $5,000,001 in net tangible assets immediately
prior to or upon the consummation of the Business Combination (after giving effect to payments of
all unpaid expenses, Blue Water’s liabilities and redemptions by Blue Water’s public stockholders and
excluding Clarus’s closing cash).

The public stockholder redemptions are expected to be within the parameters described by the above two
scenarios. However, there can be no assurance regarding which scenario will be closest to the actual results. Under
both scenarios, Clarus is considered the accounting acquirer, as further discussed in Note 2, Basis of Presentation, of
the unaudited pro forma condensed combined financial information.
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATIONS
FOR THE THREE MONTHS ENDED MARCH 31, 2021
(in thousands, except share and per share data)

Scenario 1 (Assuming Scenario 2 (Assuming
Historical No redemption into Cash) Maximum Redemptions into Cash)
Transaction Transaction
(A) (B) Accounting Pro Forma  Accounting Pro Forma
Clarus Blue Water Adjustments Combined Adjustments Combined
Net product revenue . ......... $ 2330 $ — — $ 2,330 $ — $ 2,330
Cost of product sales. . ........ 367 — — 367 — 367
Grossprofit................. 1,963 — — 1,963 1,963
Operating expenses:
Sales and marketing ........ 7,937 — — 7,937 — 7,937
General and administrative . . . 3,605 418 88 4(a) 4,111 88 4(a) 4,111
Research and development . . . 1,210 — — 1,210 — 1,210
Othertaxes ............... — 88 (88) 4(a) — (88) 4(a) —
Loss from operations . ... .. (10,789) (5006) — (11,295) (11,295)

Other income (expense), net:
Gain on marketable
securities . .. ............ — 1 — 1 — 1
Change in fair value of
derivative warrant

liabilities . .............. — 11,151 — 11,151 11,151

Interest expense. . .......... (4,640) — 2,914  4(d) (1,726) 2,914 4(d) (1,726)
Total other income (expense),

Net....ovvneeeiee., (4,640) 11,152 2,914 9,426 2,914 9,426
Net (loss) income ............ (15,429) 10,646 2,914 (1,869) 2,914 (1,869)
Accretion of preferred stock. . . . (3,939) — 3,939 4(b) — 3,939  4(b) —
Net loss attributable to

common stockholders. . . . .. $ (19,368) $ 10,646 $ 6,853 $ (1,869 $ 6,853 $  (1,869)

Weighted average shares
outstanding of common stock
subject to redemption, basic
anddiluted. . .............. 3,476,458
Basic and diluted net loss per
share, common stock subject
to redemption ............. $ —
Weighted average number of
common shares outstanding —
basic and diluted . . . ........ 1,308,694 3,768,542 24,228,462 4(c) 20,538,430 4(c)
Basic and diluted net loss per
share available to Sponsor per
share, common stock. .. ..... $ (14.80) $ 2.83 $ (0.08) 4(c) $ (0.09) 4(c)
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UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2020
(in thousands, except share and per share data)

Scenario 1 (Assuming No redemption Scenario 2 (Assuming Maximum
Historical into Cash) Redemptions into Cash)
Transaction Transaction
(A) (B) Accounting Pro Forma Accounting Pro Forma
Clarus Blue Water  Adjustments Combined Adjustments Combined
Net product revenue .. ........ $ 6369 $ — $ — $ 6,369 $ — $ 6,369
Cost of product sales. . ........ 8,687 — — 8,687 — 8,687
Gross1oss . ... (2,318) — — (2,318) — (2,318)
Operating expenses:
Sales and marketing . . ... ... 29,515 — 50  5(f) 29,565 50 509 29,565
General and administrative. . . 11,937 2,978 611  5(a)) 15,526 611  5(a)D) 15,526
Research and development. . . 3,407 — 70 5(f) 3,477 70 5(D) 3,477
Othertaxes ............... — 172 (172)  5(a) — (172)  5(a) —
Loss from operations . . . . .. (47,177) (3,150) (559) (50,886) (559) (50,886)

Other income (expense), net:

Change in fair value of
warrant liability and
derivative, net. . . ........ 66,891 — (66,891)  5(b) — (66,891)  5(b) —

Change in fair value of
derivative warrant

liabilities .............. — (922) — (922) — (922)

Issuance costs — warrant

liabilities .............. — (646) (646) — (646)

Interest income. . .......... 25 — 2,342 5(g) 2,367 2,342 5(g) 2,367

Interest expense . .......... (15,394) — 10,091  5(d) (5,303) 10,091  5(d) (5,303)
Total other income (expense),

Net...ovveeeinn 51,522 (1,568) (54,458) (4,504) (54,458) (4,504)
Net (loss) income . ........... 4,345 (4,718) (55,017) (55,390) (55,017) (55,390)
Accretion of preferred stock. ...  (14,682) — 14,682  5(c) — 14,682  5(c) —
Net loss attributable to

common stockholders. . . . .. $(10,337) § (4,718) $ (40,335) $  (55,390) $ (55,017) $  (55,390)

Weighted average shares
outstanding of common stock
subject to redemption, basic
anddiluted ............... 3,556,309

Basic and diluted net loss per
share, common stock subject
to redemption . . ........... $ —

Weighted average number of
common shares outstanding —
basic and diluted. . ......... 870,263 1,447,732 24,913,070 5(e) 22,240,636  5(e)

Basic and diluted net loss per
share available to Sponsor per
share, common stock . . ... .. $ (11.88) $ (3.26) $ (2.22) 5() $ (2.49) 5(e)

See accompanying notes to the unaudited pro forma condensed combined financial information.
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NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

Note 1 — Description of the Merger

On April 27, 2021, Blue Water entered into the Merger Agreement with Merger Sub and Clarus, pursuant to
which Merger Sub will merge with and into Clarus, with Clarus as the surviving company in the Merger and, after
giving effect to such Merger, Clarus shall be a wholly-owned subsidiary of Blue Water. Upon the closing of the
Business Combination, it is anticipated that Blue Water will change its name to Clarus Therapeutics Holdings, Inc.

Pursuant to the terms and conditions of the Merger Agreement, the consideration to be received by the Clarus
Equity holders in connection with the Business Combination will be an aggregate number of shares of Combined
Entity common stock equal to (i) 17,929,832 shares of New Blue Water Class A common stock, subject to adjustment
to account for the Closing Net Indebtedness, divided by $10.20; plus (ii) 1,500,000 shares of New Blue Water
Class A Common Stock issuable to the holders of certain non-convertible promissory notes of Clarus in exchange
for $10.0 million of the aggregate principal amount of such notes and certain outstanding royalty rights; plus (iii) a
number of shares of New Blue Water Class A common stock equal to the outstanding balance (principal and interest)
at Closing of convertible and non-convertible promissory notes of Clarus issued between the date of the Merger
Agreement and Closing divided by $10.00, provided that Clarus may elect, in its discretion to instead pay off the
outstanding balance of, and any redemption premium on, the non-convertible promissory notes at Closing.

The following represents the aggregate merger consideration under the no redemption and maximum redemption
scenarios:

No Redemption and
Maximum Redemption
(in thousands, except share and per share data) Purchase price Shares Issued
Share consideration to Clarus®® . . ... ... . ... .. .. .. $ 172,875 16,983,462

(a)  The value of common stock issued to Clarus and its senior notes lenders included in the consideration is reflected at $10.20 per share,
as defined in the Merger Agreement, and the value of the common stock issued related to the private placement (as the Additional
Closing Shares, as defined in the Merger Agreement), included in the consideration is reflected at $10.00 per share. Clarus common
stock at $10.20 totals 15,201,892 shares. Private placement shares (Additional Closing Shares) at $10.00 total 1,781,570 shares.

(b)  The total consideration shares to be issued is calculated pursuant to the Merger Agreement and assumes the transaction was
consummated on March 31, 2021. Clarus share consideration after the shares issued to Clarus lenders is first allocated to
Clarus convertible notes investors and then the remaining to Clarus Series D Preferred Stock investors. Clarus’s outstanding
common stock, Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock, and its outstanding and
unexercised options and unissued options will be cancelled and retired upon consummation of the merger. Pro forma closing
shares issued to Clarus were determined as follows:

(in thousands, except share and per share data)
Base Closing Shares

Base transaction PriCe. . .. . ..o vttt $ 198,184 or 19,429,832 shares
Clarus Closing Company Indebtedness at a maximum of $43.1 million. . . (43,125)
Clarus Closing Company Cash® ... ... ... ...... ... ............. —
$ 155,059
Divided by .. ..ot $ 10.20
Shares issuable to Clarus .. ............... .. ... 15,201,892
Shares issued to Clarus lenders ... ......... .. ... ... ... . ... 1,500,000
or 17,929,832 shares,
excluding adjustment
Shares issued to Clarus convertible note and Series D investors . . ....... 13,701,892 for net indebtedness

Additional Closing Shares
Principal and interest balance of Additional Convertible Notes® ........ $ 17,816
Principal and interest balance of the Additional 2025 Notes®. . ......... —

$ 17,816

Divided by .. ... oot $ 10.00
Shares issued to Clarus. .. ...t 1,718,570
Total pro forma estimated shares issued to Clarus . . .................... 16,983,462
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(c) Pro forma assumption includes only private placement financing (Additional Convertible Notes) issued between the
execution of the Merger Agreement and June 22, 2021. At Closing, additional shares will be issued to Clarus investors for
Additional Convertible Notes issued between June 22, 2021 and consummation of the merger.

(d)  Pro forma assumption excludes a closing cash balance. At Closing, the actual amount of cash on hand to be included here
will be different from this assumption.

Assuming no additional redemptions of any Class A common stock of Blue Water in connection with the
Business Combination, Clarus will hold 16,983,462 shares of common stock of Clarus immediately after the Closing,
which approximates a 70.0% ownership level. Assuming additional redemptions of 3,690,032 Class A common
stock of Blue Water in connection with the Business Combination, Clarus will hold 16,983,462 common stock of the
Combined Entity immediately after the Closing, which approximates a 82.7% ownership level.

No additional Redemptions Additional Redemptions
Stockholder % No. shares % No. shares
Clarus. . ..o 70.0% 16,983,462 82.7% 16,983,462
Public.......... .. .. 24.0% 5,807,500 10.3% 2,117,468
Sponsor (including % of Blue Water’s directors and
officers) ........ .. 6.00% 1,437,500 7.0% 1,437,500
Total No. Shares Class A common stock . ........ 100% 24,228,462 100% 20,538,430

The foregoing ownership percentages with respect to the Combined Entity following the Business Combination
are based in the assumption that there are no adjustments for the outstanding Public or Placement warrants issued
by Blue Water and assumes that (i) there are no redemptions of any shares by Blue Water’s public stockholders in
connection with the Business Combination, (ii) the negative Closing Net Indebtedness of $43.1 million, and (iii) no
awards are issued under the Equity Incentive Plan. If the actual facts are different than these assumptions (which they
are likely to be), the percentage ownership retained by the Blue Water’s existing stockholders in the Combined Entity
will be different.

Note 2 — Basis of Presentation

The unaudited pro forma condensed combined financial information was prepared in accordance with Article 11
of SEC Regulation S-X as amended by the final rule, Release No. 33-10786 “Amendments to Financial Disclosures
about Acquired and Disposed Businesses.” The historical financial information of Blue Water and Clarus include
transaction accounting adjustments to illustrate the estimated effect of the Business Combination, the convertible
notes issuance and the private placement and certain other adjustments to provide relevant information necessary for
an understanding of the combined company upon consummation of the transactions described herein.

Notwithstanding the legal form of the Business Combination pursuant to the Merger Agreement, the Business
Combination is expected to be accounted for as a reverse recapitalization in accordance with U.S. GAAP because
Clarus has been determined to be the accounting acquirer under Financial Accounting Standards Board’s Accounting
Standards Codification Topic 805, Business Combinations (“ASC 805”) under both the No Redemption and Max
Redemption scenarios. The determination is primarily based on the evaluation of the following facts and circumstances
taking into consideration both the no redemption and maximum redemption scenarios:

. The pre-combination equity holders of Clarus will hold the majority of voting rights in Combined Entity;
. The largest individual minority stockholder of the Combined Entity is an existing stockholder of Clarus;

. The pre-combination equity holders of Clarus will have the right to appoint the majority of the directors
on the Combined Entity Board,

. Clarus selects all senior management (executives) of Combined Entity; and
. Operations of Clarus will comprise the ongoing operations of Combined Entity.

Under the reverse recapitalization model, the Business Combination will be treated as Clarus issuing equity for
the net assets of Blue Water, with no goodwill or intangible assets recorded.

88



The unaudited pro forma combined financial information has been prepared using both the No Redemption and
Max Redemption scenarios with respect to the potential redemption of Public Shares into cash. The public stockholder
redemptions are expected to be within the parameters described by the two scenarios. However, there can be no
assurance regarding which scenario will be closest to the actual results.

The Combined Entity expects to enter into new equity awards with its employees after the consummation of the
Business Combination. The terms of these new equity awards have not been finalized and remain subject to change.
Accordingly, no effect has been given to the unaudited pro forma combined financial information for the new awards.

The unaudited pro forma combined financial information does not reflect the income tax effects of the transaction
accounting adjustments as any change in the deferred tax balance would be offset by an increase in the valuation
allowance given Clarus incurred negative cash flows during the historical periods presented.

Note 3 — Transaction Accounting Adjustments to the Unaudited Pro Forma Combined Balance Sheet as of
March 31, 2021

The transaction accounting adjustments included in the unaudited pro forma combined balance sheet as of
March 31, 2021 are as follows:

Pro Forma notes
(A) From the unaudited balance sheet of Clarus as of March 31, 2021.
(B) From the unaudited balance sheet of Blue Water as of March 31, 2021.

Pro Forma adjustment to reflect the proceeds from the issuance of additional Convertible Notes in March 2021 and
Private Placement securities agreement.

a)  Represents the sale of additional issuance private placement shares which will be converted into shares
of the Combined Entity pursuant to the Merger Agreement. Net proceeds from these issuances totaled
$17.8 million.

Pro Forma transaction accounting adjustments

b)  Represents the impact of the Business Combination on the cash balance of Combined Entity. The table
below represents the sources and uses of funds as it relates to the Business Combination:

Maximum

No redemption redemption
(in thousands) Note scenario scenario
Blue Water cash held in Trust Account. . ......................... 1 S 58,652 § 58,652
Payment of redeeming Blue Water Stockholders .. ................. 2) — (37,638)
Payment of deferred underwriting commissions . .................. 3) (2,013) (2,013)
Payment of other transaction costs . .. ......... ... ... .. ... ... ... 4) (8,350) (8,350)
Excess cash to balance sheet from Business Combination . ........ $ 48,289 $ 10,651

(1)  Represents the amount of the restricted investments and cash held in the trust account upon consummation of the Business
Combination at Closing.

(2)  Represents the amount paid to Blue Water stockholders who are assumed to exercise redemption rights under the maximum
redemption scenario.

(3) Represents payment of deferred Blue Water IPO underwriting commissions by Blue Water.

(4)  Represents payment of other estimated Business Combination transaction costs.
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¢)  To reclass historical Blue Water accrued taxes to accrued expenses of the Combined Entity.

d)  The following table represents the impact of the Business Combination on the number of shares of Blue
Water common stock and represents the impact to the total equity impact of the Business Combination
assuming no redemptions by Blue Water stockholder:

(in thousands, except share amounts)

Pre Business Combination — Blue
Water stockholders .. ........

Pre Business Combination —

Conversion of Class B common
stock to Class A common

Reclassification of redeemable
stock to common stock. . .. ...

Clarus Stockholders and
cancellation of convertible

Clarus Lenders and
extinguishment of certain
Clarus senior notes payable and
Clarus royalty obligation . . ...

Cancellation of Clarus stock
options . ...

Balances after share transactions
of Combined Entity .........

Estimated transaction costs® . . ..

Elimination of historical
accumulated deficit of Blue

Elimination of historical stock of
Clarus®. ..................

Post-Business Combination . . ...

Class A

Class B

Additional
Common Stock Common Stock Clarus paid-in Accumulated
Shares Amount Shares Amount Stock capital deficit
1,298,841 §$ — 1,437,500 $ — — S — 3 5,000
— 3 — — 193,665 8,064 (341,210)
1,437,500 — (1,437,500) — — —
4,508,659 — — — — 45,998 —
15,483,462 2 — — — 101,294 —
1,500,000 — — — — 15,300 3,510
— — — — — 383 (383)
24,228,462 5 — — 193,665 171,029 (333,083)
— — — — — (8,350) —
— — — — — 5,000 (5,000)
— 3) — —  (193,665) 156,659 37,006
24228462 $ 2 — $ — — $ 324,338 $ (301,077)

(a)  Includes $17.8 million of private placement convertible notes converting at $10.00 per share into 1,718,570 shares.

(b)  Transaction costs were or will be incurred between March 31, 2021 and the closing of the Business Combination and were
all determined to represent costs of the reverse recapitalization.

(c)  Accumulated deficit due to the reversal of accretion on preferred stock dividends due to assumed January 1, 2020 conversion

and extinguishment.
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In case of maximum redemption by holders of Public Shares, the following table represents the impact of the
Business Combination on the number of shares of Blue Water Common Stock and represents the total equity section:

(in thousands, except share amounts)

Pre Business Combination — Blue
Water stockholders .. ........

Pre Business Combination —
Clarus .. ..................

Conversion of Class B common
stock to Class A common

Reclassification of redeemable
stock to common stock. . .. ...

Less: redemption of redeemable
shares ....................

Clarus Stockholders and
cancellation of convertible

Clarus Lenders and
extinguishment of certain
Clarus senior notes payable and
Clarus royalty obligation . . . ..

Cancellation of Clarus stock
options

Balances after share transactions
of Combined Entity

Estimated transaction costs® . . ..

Elimination of historical
accumulated deficit of Blue

Elimination of historical stock of
Clarus®. ..................

Post-Business Combination

Class A

Class B

Additional
Common Stock Common Stock Clarus paid-in Accumulated
Shares Amount Shares Amount Stock capital deficit
1,298,841 $ — 1,437,500 $ — 3 — — 5,000
— 3 — — 193,665 8,064 (341,210)
1,437,500 — (1,437,500) — — — —
4,508,659 — — — — 45,988 —
(3,690,032) (37,638)
15,483,462 2 — — — 101,294 —
1,500,000 — — — — 15,300 3,510
— — — — — 383 (383)
20,538,430 5 — — 193,665 133,391 (333,083)
— — — — — (8,350) —
— — — — — 5,000 (5,000)
— 3) — —  (193,665) 156,659 37,006
20,538,430 $ 2 — $ — 3 — § 286,700 $ (301,077)

(a)  Includes $17.8 million of private placement convertible notes converting at $10.00 per share into 1,718,570 shares.

(b)

all determined to represent costs of the reverse recapitalization.

(©)

and extinguishment.

Transaction costs were or will be incurred between March 31, 2021 and the closing of the Business Combination and were

Accumulated deficit due to the reversal of accretion on preferred stock dividends due to assumed January 1, 2020 conversion

Note 4 —Transaction Accounting Adjustments to the Unaudited Pro Forma Combined Statements of Operations
for the Three Months Ended March 31,2021

The transaction accounting adjustments included in the unaudited pro forma combined statement of operations
for the three months ended March 31, 2021 are as follows:

Pro Forma notes

(A) From the unaudited condensed statements of operations of Clarus as of March 31, 2021.

(B) From the unaudited condensed statements of operations of Blue Water as of March 31, 2021.

Pro Forma transaction accounting adjustments

a)  To reclass historical Blue Water franchise tax expense to general and administrative expenses of the

Combined Entity.

b)  Removal of accretion on preferred stock dividends due to assumed January 1, 2020 conversion and

extinguishment.
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¢)  Presentation of the pro forma basic and diluted net loss per share amounts. The unaudited pro forma
combined financial information has been prepared assuming the no redemptions and maximum
redemptions scenarios. See Note 6, Loss Per Share for additional details.

d)  To eliminate interest expense related to Clarus convertible notes, which will be exchanged for common
stock in the Merger.

Note 5S—Transaction Accounting Adjustments to the Unaudited Pro Forma Combined Statements of Operations
for the Year Ended December 31, 2020

The transaction accounting adjustments included in the unaudited pro forma combined statement of operations
for the year ended December 31, 2020 are as follows:

Pro Forma notes
(A) From the audited statements of operations of Clarus as of December 31, 2020.

(B) From the audited statements of operations of Blue Water as of December 31, 2020.

Pro Forma transaction accounting adjustments

a)  To reclass historical Blue Water franchise tax expense to general and administrative expenses of the
Combined Entity.

b)  To eliminate the gain related to the change in the fair value of derivative liabilities related to Clarus
convertible notes and warrants for Series D preferred stock, which will be exchanged for common
stock in the Merger. This is based on the assumed merger date of January 1, 2020, at which time these
instruments (the convertible notes and warrants for 183,438 shares of Series D preferred stock) would have
converted into shares of the combined company’s common stock. Subsequently, in July 2021, warrants to
purchase 22,292 shares of Series D preferred stock expired unexercised, which is not reflected in these
pro forma statements.

¢)  Removal of accretion on preferred stock dividends due to assumed January 1, 2020 conversion and
extinguishment.

d)  To eliminate interest expense related to Clarus convertible notes, which will be exchanged for common
stock in the Merger.

e)  Presentation of the pro forma basic and diluted net loss per share amounts. The unaudited pro forma
combined financial information has been prepared assuming the no redemptions and maximum
redemptions scenarios. See Note 6, Loss Per Share for additional details.

f To record cancellation of Clarus outstanding stock options.

g)  Torecord gain on extinguishment of certain Clarus senior notes payable and Clarus royalty obligation.

Note 6 — Loss Per Share

Net loss per share calculated using the historical weighted average shares outstanding, and the issuance of
additional shares in connection with the Business Combination and private placement, assuming the shares were
outstanding since January 1, 2020. As the Business Combination is being reflected as if it had occurred at the beginning
of the periods presented, the calculation of weighted average shares outstanding for basic and diluted net loss per share
assumes that the shares issuable relating to the Business Combination and private placement have been outstanding for
the entire periods presented. If the maximum number of shares are redeemed, this calculation is retroactively adjusted
to eliminate such shares for the entire periods.
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The unaudited pro forma combined financial information has been prepared assuming two alternative levels of
redemption for the three months ended March 31, 2021:

Scenario 1 Scenario 2
(Assuming No  (Assuming Max
Three Months Ended March 31,2021 Redemption) Redemption)

(in thousands, except share and
per share data)

Pro formanet loSS. .. ...ttt $ (1,869) $ (1,869)
Weighted average shares outstanding — basic and diluted .................. 24,228,462 20,538,430

Net loss per share — basicand diluted. . . ............................... $ (0.08) $ (0.09)
Pro Forma weighted average shares calculation — basic and diluted

Blue Water public stockholders. . .. .......... ... .. ... ... ... .. 5,807,500 2,117,468

Blue Water Sponsor. . . ...t 1,437,500 1,437,500

Total ..o 7,245,500 3,554,968

CIaTUS . . oo 16,983,462 16,983,462

Pro Forma weighted average shares outstanding — basic and diluted® ... ..... 24,228,462 20,538,430

(1)  For the purposes of applying the if-converted method for calculating pro forma earnings per share, it was assumed that all
Clarus Preferred stock was extinguished or converted to common stock. As such, the accretion of historical preferred stock
dividends was not included in calculation of basic or diluted loss per share.

Net loss per share calculated using the historical weighted average shares outstanding, and the issuance of
additional shares in connection with the Business Combination, 2021 convertible notes and private placement,
assuming the shares were outstanding since January 1, 2020. As the Business Combination is being reflected as if it
had occurred at the beginning of the periods presented, the calculation of weighted average shares outstanding for basic
and diluted net loss per share assumes that the shares issuable relating to the Business Combination, 2021 convertible
notes and private placement have been outstanding for the entire periods presented. If the maximum number of shares
are redeemed, this calculation is retroactively adjusted to eliminate such shares for the entire periods.

The unaudited pro forma combined financial information has been prepared assuming two alternative levels of
redemption for the year ended December 31, 2020:

Scenario 1 Scenario 2
(Assuming No  (Assuming Max
Year Ended December 31, 2020 Redemption) Redemption)

(in thousands, except share and
per share data)

Pro formanet loSS. .. ...ttt $ (55,390) $ (55,390)
Weighted average shares outstanding — basic and diluted .. ................ 24,913,070 22,240,636
Net loss per share — basicand diluted. . . ............................... $ 2.22) $ (2.49)
Pro Forma weighted average shares calculation — basic and diluted

Blue Water public stockholders. . .. .......... ... .. ... .. ... . 5,807,500 3,135,066
Blue Water Sponsor. . . ... 1,437,500 1,437,500
Total ..o 7,245,000 4,572,566
CIaTUS . . .o 17,668,070 17,668,070
Pro Forma weighted average shares outstanding — basic and diluted® ... ..... 24,913,070 22,240,636

(1)  For the purposes of applying the if-converted method for calculating pro forma earnings per share, it was assumed that all
Clarus Preferred stock was extinguished or converted to common stock. As such, the accretion of historical preferred stock
accretion was not included in calculation of basic or diluted loss per share.
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INFORMATION ABOUT THE PARTIES TO THE BUSINESS COMBINATION

Blue Water Acquisition Corp.

Blue Water is a special purpose acquisition company formed for the purpose of effecting a merger, capital
stock exchange, asset acquisition, stock purchase, reorganization or similar business combination with one or more
businesses. Blue Water was incorporated under the laws of the State of Delaware on May 22, 2020.

On December 17, 2020, Blue Water consummated its IPO of 5,750,000 Units, which included 750,000 Units
issued pursuant to the full exercise by the underwriters of their over-allotment option, with each Unit consisting of
one share of Class A common stock and one redeemable Warrant, with each Warrant entitling the holder thereof to
purchase one share of Class A Common Stock for $11.50 per share. The Units were sold at a price of $10.00 per Unit,
generating gross proceeds to Blue Water of $57,500,000. Simultaneously with the closing of the IPO, Blue Water
completed the private sale of an aggregate of 3,445,000 Placement Warrants to the Sponsor at a purchase price of
$1.00 per warrant, generating gross proceeds of $3,445,000. A total of $58,650,000, comprised of $55,205,000 of the
proceeds from the Blue Water IPO (which amount includes $2,012,500 of the underwriter’s deferred discount) and
$3,445,000 of the proceeds of the sale of the Placement Warrants, was placed in the Trust Account. Blue Water’s IPO
was conducted pursuant to a registration statement on Form S-1 (Registration No. 333-248569) that became effective
on December 15, 2020.

Blue Water Class A common stock, Units and Warrants are currently listed on Nasdaq under the symbols
“BLUW?”, “BLUWU” and “BLUWW?”, respectively. The mailing address of Blue Water’s principal executive offices is
15 E. Putnam Avenue, Suite 363, Greenwich, CT 06830, and its telephone number at such address is (646) 303-0737.

Merger Sub

Merger Sub is a wholly-owned subsidiary of Blue Water, incorporated in Delaware on April 19, 2021 solely for
the purpose of consummating the Business Combination. Merger Sub owns no material assets and does not operate
any business.

The mailing address of Merger Sub’s principal executive offices is 15 E. Putnam Avenue, Suite 363, Greenwich,
CT 06830, and its telephone number at such address is (646) 303-0737.

In the Business Combination, Merger Sub will merge with and into Clarus with Clarus surviving the Merger. As
a result, Merger Sub will cease to exist, and Clarus will become a wholly-owned subsidiary of Blue Water.

Clarus Therapeutics, Inc.

Clarus is a specialty pharmaceutical company focused on the commercialization of JATENZO, an oral
T-replacement therapy approved by the FDA. Clarus’s primary goal is to make JATENZO the preferred choice for
T-replacement therapy among men with T-deficiency accompanied by an associated medical condition, referred to
as hypogonadism. In parallel, Clarus plans to develop into a specialty pharmaceutical company initially focused on
the development and commercialization of testosterone and metabolic therapies for men and women. Clarus was
incorporated under the laws of the State of Delaware on June 4, 2003.

The mailing address of Clarus’s principal executive offices is 555 Skokie Boulevard, Suite 340, Northbrook,
IL 60062, and its telephone number at such address is (847) 562-4300.
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THE BLUE WATER SPECIAL MEETING

General

Blue Water is furnishing this proxy statement/prospectus to its stockholders as part of the solicitation of proxies by
the board of directors for use at the Blue Water Special Meeting to be held on August 12,2021 and at any adjournment
or postponement thereof. This proxy statement/prospectus provides Blue Water’s stockholders with information they
need to know to be able to vote or direct their vote to be cast at the Blue Water Special Meeting.

Date, Time and Place

The Blue Water Special Meeting will be held as a “virtual meeting” via live audio webcast on
August 12, 2021, at 10:00 a.m., Eastern Time. Due to concerns about the coronavirus (COVID-19) and warnings
from public officials regarding public gatherings, you may also access Blue Water’s proxy materials at the following
website: https.//www.cstproxy.com/bluewateracquisition/2021.

Voting Power; Record Date

You will be entitled to vote or direct votes to be cast at the Blue Water Special Meeting if you owned shares
of Blue Water common stock at the close of business on July 16, 2021 which is the Record Date. You are entitled to
one vote for each share of Blue Water common stock that you owned as of the close of business on the Record Date.
If your shares are held in “street name” or are in a margin or similar account, you should contact your broker, bank
or other nominee to ensure that votes related to the shares you beneficially own are properly counted. On the Record
Date, there were 7,245,000 shares of Blue Water common stock outstanding, consisting of 5,807,500 shares of Class A
common stock and 1,437,500 shares of Class B common stock.

Vote of the Sponsor, Directors and Officers

In connection with the Blue Water IPO, Blue Water entered into agreements with each of its Sponsor, directors
and officers pursuant to which each agreed to vote any shares of Blue Water common stock owned by it in favor of
the Business Combination Proposal and for all other proposals presented at the Blue Water Special Meeting. These
agreements apply to the Sponsor as it relates to the Founder Shares and the requirement to vote such shares in favor
of the Business Combination Proposal and for all other proposals presented to Blue Water stockholders in this proxy
statement/prospectus. As a result, we would need only 2,185,001, or approximately 38.0%, of the 5,750,000 Public
Shares, to be voted in favor of the Business Combination in order to have the Business Combination approved,
assuming all outstanding shares are voted.

Blue Water’s Sponsor, directors and officers have waived any redemption rights, including with respect to shares
of Class A common stock issued or purchased in the Blue Water IPO or in the aftermarket, in connection with Business
Combination. The Founder Shares held by the Sponsor have no redemption rights upon Blue Water’s liquidation and
will be worthless if no initial business combination is effected by Blue Water by December 17, 2021 (or June 17, 2022
if Blue Water extends the period of time to consummate a business combination).

Quorum and Required Vote for Proposals

A quorum of Blue Water stockholders is necessary to hold a valid meeting. A quorum will be present at the
Blue Water Special Meeting if a majority of the Blue Water common stock outstanding and entitled to vote at the
Blue Water Special Meeting is represented in person or by proxy at the Blue Water Special Meeting. Abstentions and
“withold” votes will count as present for the purposes of establishing a quorum. Broker non-votes will not be counted
for purposes of establishing a quorum.

The approval of the Charter Amendment Proposals require the affirmative vote of a majority of the issued and
outstanding Blue Water common stock as of the Record Date for the Blue Water Special Meeting. The approval of
the Business Combination Proposal, the Incentive Plan Proposal, the ESPP Proposal and the Adjournment Proposal
each require the affirmative vote of the holders of a majority of the shares of Blue Water common stock cast by the
stockholders represented in person or by proxy and entitled to vote thereon at the Blue Water Special Meeting. The
approval of the Director Election Proposal requires a plurality vote of the shares of Blue Water common stock cast
by the stockholders represented in person or by proxy and entitled to vote thereon at the Blue Water Special Meeting.
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If the Business Combination Proposal is not approved, the Charter Amendment Proposals, the Director Election
Proposal and the Incentive Plan Proposal will not be presented to the Blue Water stockholders for a vote. The approval
of the Charter Amendment Proposals, the Business Combination Proposal, the Director Election Proposal and the
Incentive Plan Proposal are preconditions to the consummation of the Business Combination. The Charter Amendment
Proposals, the Director Election Proposal, the Incentive Plan Proposal and the ESPP Proposal are conditioned on the
approval of the Business Combination Proposal (and the Business Combination Proposal is conditioned on the approval
of the Charter Amendment Proposals, the Director Election Proposal and the Incentive Plan Proposal). The Adjournment
Proposal is not conditioned on the approval of any other proposal set forth in this proxy statement/prospectus.

It is important for you to note that in the event the Business Combination Proposal does not receive the requisite
vote for approval, then Blue Water will not consummate the Business Combination. If Blue Water does not consummate
the Business Combination and fails to complete an initial business combination by December 17, 2021 (or June 17,
2022 if Blue Water extends the period of time to consummate a business combination) and does not seek and obtain the
approval of its stockholders for an Extension, Blue Water will be required to dissolve and liquidate its Trust Account
by returning the then remaining funds in such account to the public stockholders.

Abstentions, “Withhold” Votes and Broker Non-Votes

A Blue Water stockholder’s failure to vote by proxy or to vote in person at the Blue Water Special Meeting or an
abstention will have no effect on the outcome of the vote on the Business Combination Proposal, the Incentive Plan
Proposal, the ESPP Proposal and the Adjournment Proposal. A Blue Water stockholder’s failure to vote by proxy or to
vote in person at the Blue Water Special Meeting or an abstention will have the same effect as a vote “AGAINST” the
Charter Amendment Proposals. A Blue Water stockholder’s failure to vote by proxy or to vote in person at the Blue
Water Special Meeting or a “Withhold” vote will have no effect on the outcome of the vote on the Director Election
Proposal.

A “broker non-vote” occurs when shares held by a broker for the account of a beneficial owner are not voted for
or against a particular proposal because the broker has not received voting instructions from that beneficial owner and
the broker does not have discretionary authority to vote those shares in the absence of such instructions. If you do not
provide instructions to your broker, your broker will not have discretionary authority to vote on any of the Proposals at
the Blue Water Special Meeting, because Blue Water does not expect any of the Proposals to be considered a routine
matter. Broker non-votes will not be counted as present for the purposes of establishing a quorum.

Broker non-votes will have the same effect as a vote “AGAINST” the Charter Amendment Proposals. Broker
non-votes will have no effect on the Business Combination Proposal, the Director Election Proposal, the Incentive
Plan Proposal, the ESPP Proposal or the Adjournment Proposal.

Recommendation of Blue Water’s Board of Directors

Blue Water’s board of directors has unanimously determined that each of the Proposals is fair to and in the best
interests of Blue Water and its stockholders, and has unanimously approved such proposals. Blue Water’s board of
directors unanimously recommends that stockholders:

. vote “FOR” the Business Combination Proposal;

. vote “FOR” each of the Charter Amendment Proposals;

. vote “FOR” the Director Election Proposal;

. vote “FOR” the Incentive Plan Proposal;

. vote “FOR” the ESPP Proposal; and

. vote “FOR” the Adjournment Proposal, if it is presented at the meeting.

When you consider the recommendation of Blue Water’s board of directors in favor of approval of the Proposals,
you should keep in mind that the Sponsor, members of Blue Water’s board of directors and officers have interests in
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the Business Combination that may be different from or in addition to (or which may conflict with) your interests as a
stockholder. These interests include, among other things, the fact that:

unless Blue Water consummates an initial business combination, Blue Water’s officers, directors and the
Sponsor will not receive reimbursement for any out-of-pocket expenses incurred by them to the extent that
such expenses exceed the amount of available proceeds not deposited in the Trust Account;

as a condition to the Blue Water IPO, the Founder Shares became subject to a lock-up whereby, subject
to certain limited exceptions, the Founder Shares cannot be transferred for 180 days following the
consummation of an initial business combination;

the Placement Warrants purchased by the Sponsor will be worthless if a business combination is not
consummated;

the Sponsor has agreed that the Placement Warrants, and all of their underlying securities, will not be
sold or transferred by it until after Blue Water has completed a business combination, subject to limited
exceptions;

the Sponsor paid an aggregate of $25,000 for its Founder Shares and such securities will have a significantly
higher value at the time of the Business Combination;

the Sponsor has agreed not to redeem any of the Founder Shares in connection with a stockholder vote to
approve a proposed initial business combination;

the Sponsor may loan to Blue Water additional funds for working capital purposes prior to the Business
Combination. There are no working capital loans from the Sponsor currently outstanding. If the Business
Combination is not consummated and Blue Water does not otherwise consummate another business
combination prior to December 17, 2021 (or June 17, 2022 if Blue Water extends the period of time
to consummate a business combination), then there will likely be insufficient funds to pay the working
capital loans;

$575,000 may be loaned by the Sponsor or its affiliates or designees for each three-month extension (for
up to $1,150,000) of the time that we have to consummate a business combination, which amount may be
converted into Extension Warrants, at the price of $1.00 per warrant and such warrants would be identical
to the Placement Warrants, including as to exercise price, exercisability and exercise period;

if Blue Water does not complete an initial business combination by December 17, 2021 (or June 17, 2022
if Blue Water extends the period of time to consummate a business combination), a portion of the proceeds
from the sale of the Placement Warrants will be included in the liquidating distribution to Blue Water’s
public stockholders and the Placement Warrants will expire worthless; and

if the Trust Account is liquidated, including in the event Blue Water is unable to complete an initial business
combination within the required time period, the Sponsor has agreed to indemnify Blue Water to ensure
that the proceeds in the Trust Account are not reduced below $10.20 per Public Share by the claims of
prospective target businesses with which Blue Water has entered into an acquisition agreement or claims
of any third party for services rendered or products sold to Blue Water, but only if such a vendor or target
business has not executed a waiver of any and all rights to seek access to the Trust Account.

Voting Your Shares

Each share of Blue Water common stock that you own in your name entitles you to one vote. If you are a record
owner of your shares, there are three ways to vote your shares of Blue Water common stock at the Blue Water Special

Meeting:
1.

Vote by Internet.

. Before the meeting: Go to https://www.cstproxy.com/bluewateracquisition/2021. Use the Internet
to transmit your voting instructions and for electronic delivery information up until 11:59 p.m.,
Eastern Time, the day before the meeting date. Have your proxy card in hand when you access
the website and follow the instructions to obtain your records and to create an electronic voting
instruction form.
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. During the meeting: Go to Attps://www.cstproxy.com/bluewateracquisition/2021. You will be able
to attend the Blue Water Special Meeting online, vote your shares electronically until voting is
closed and submit your questions during the Blue Water Special Meeting.

2. Vote by mail. Mark, date, sign and mail promptly the enclosed proxy card (a postage-paid envelope is
provided for mailing in the United States).

3. Vote by telephone. Call the telephone number on the enclosed proxy card, and easy-to-follow voice
prompts will allow you to vote your shares and confirm that your instructions have been properly recorded.
Telephone voting will be available 24 hours a day until 11:59 p.m., Eastern Time, the day before the
meeting date.

If your shares are held in “street name” or are in a margin or similar account, you should contact your broker to
ensure that votes related to the shares you beneficially own are properly counted. If you wish to attend the meeting
and vote in person and your shares are held in “street name,” you must obtain a legal proxy from your broker, bank
or nominee. That is the only way Blue Water can be sure that the broker, bank or nominee has not already voted your
shares.

Revoking Your Proxy

If you are a record owner of your shares and you give a proxy, you may change or revoke it at any time before it
is exercised by doing any one of the following:

. you may send another proxy card with a later date;

. you may notify Blue Water’s secretary in writing before the Blue Water Special Meeting that you have
revoked your proxy; or

. you may attend the Blue Water Special Meeting, revoke your proxy, and vote in person as described above.

If your shares are held in “street name” or are in a margin or similar account, you should contact your broker for
information on how to change or revoke your voting instructions.

‘Who Can Answer Your Questions About Voting Your Shares

If you are a stockholder and have any questions about how to vote or direct a vote in respect of your Blue
Water common stock, you may call Advantage Proxy, Blue Water’s proxy solicitor, at (877) 870-8565 (toll free) or
(206) 870-8565 (collect) or by email ksmith@advantageproxy.com.

No Additional Matters May Be Presented at the Blue Water Special Meeting

The Blue Water Special Meeting has been called only to consider the approval of, the Business Combination
Proposal, the Charter Amendment Proposals, the Director Election Proposal, the Incentive Plan Proposal and the
Adjournment Proposal. Under Blue Water’s bylaws, other than procedural matters incident to the conduct of the Blue
Water Special Meeting, no other matters may be considered at the Blue Water Special Meeting if they are not included
in this proxy statement/prospectus, which serves as the notice of the Blue Water Special Meeting.

Redemption Rights

Pursuant to the Blue Water Charter, any holders of Public Shares may demand that such shares be redeemed in
exchange for a pro rata share of the aggregate amount on deposit in the Trust Account, less taxes payable, calculated
as of two (2) business days prior to the consummation of the Business Combination. If demand is properly made and
the Business Combination is consummated, these shares, immediately prior to the Business Combination, will cease
to be outstanding and will represent only the right to receive a pro rata share of the aggregate amount on deposit in
the Trust Account which holds the proceeds of the Blue Water IPO (calculated as of two (2) business days prior to the
consummation of the Business Combination, including interest earned on the funds held in the Trust Account and not
previously released to it to pay the Company’s taxes). For illustrative purposes, based on funds in the Trust Account
of $58,652,956.88 on July 16, 2021, the estimated per share redemption price was approximately $10.20. A public
stockholder, together with any of his, her or its affiliates or any other person with whom it is acting in concert or as

98



a “group” (as defined under Section 13(d)(3) of Exchange Act) will be restricted from redeeming in the aggregate
his, her or its shares or, if part of such a group, the group’s shares, with respect to more than 15% of the shares of
Blue Water common stock included in the Units of Blue Water sold in the Blue Water IPO (including overallotment
securities sold to Blue Water’s underwriters after the Blue Water IPO) without the prior consent of Blue Water.

In order to exercise your redemption rights, you must:

. prior to 5:00 p.m., Eastern Time, on August 10, 2021 (two (2) business days before the Blue Water Special
Meeting), tender your shares physically or electronically and submit a request in writing that we redeem
your public shares for cash to Continental Stock Transfer & Trust Company, Blue Water’s transfer agent,
at the following address:

Continental Stock Transfer & Trust Company
One State Street Plaza, 30" Floor

New York, New York 10004

Attn: Mark Zimkind

E-mail: mzimkind@continentalstock.com

. In your request to Continental Stock Transfer & Trust Company for redemption, you must also affirmatively
certify if you “ARE” or “ARE NOT” acting in concert or as a “group”(as defined in Section 13(d)(3) of the
Exchange Act) with any other stockholder with respect to shares of Blue Water common stock;

and

. deliver your Public Shares either physically or electronically through DTC to Blue Water’s transfer agent
at least two (2) business days before the Blue Water Special Meeting. Stockholders seeking to exercise
their redemption rights and opting to deliver physical certificates should allot sufficient time to obtain
physical certificates from the transfer agent and time to effect delivery. It is Blue Water’s understanding
that stockholders should generally allot at least two weeks to obtain physical certificates from the transfer
agent. However, Blue Water does not have any control over this process and it may take longer than two
weeks. Stockholders who hold their shares in street name will have to coordinate with their bank, broker
or other nominee to have the shares certificated or delivered electronically. If you do not submit a written
request and deliver your public shares as described above, your shares will not be redeemed.

Any demand for redemption, once made, may be withdrawn at any time until the deadline for exercising
redemption requests (and submitting shares to the transfer agent) and thereafter, with Blue Water’s consent, until the
vote is taken with respect to the Business Combination. If you delivered your shares for redemption to Blue Water’s
transfer agent and decide within the required timeframe not to exercise your redemption rights, you may request that
Blue Water’s transfer agent return the shares (physically or electronically). You may make such request by contacting
Blue Water’s transfer agent at the phone number or address listed above.

Prior to exercising redemption rights, stockholders should verify the market price of Blue Water common stock
as they may receive higher proceeds from the sale of their Blue Water common stock in the public market than from
exercising their redemption rights if the market price per share is higher than the redemption price. We cannot assure
you that you will be able to sell your shares of Blue Water common stock in the open market, even if the market price
per share is higher than the redemption price stated above, as there may not be sufficient liquidity in Blue Water
common stock when you wish to sell your shares.

If you exercise your redemption rights, your shares of Blue Water common stock will cease to be outstanding
immediately prior to the Business Combination and will only represent the right to receive a pro rata share of the
aggregate amount on deposit in the Trust Account. You will no longer own those shares and will have no right to
participate in, or have any interest in, the future growth of the Combined Entity, if any. You will be entitled to receive
cash for these shares only if you properly and timely demand redemption.
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If the Business Combination is not consummated and Blue Water otherwise does not consummate an initial
business combination by December 17, 2021 (or June 17,2022 if Blue Water extends the period of time to consummate
a business combination), Blue Water will be required to dissolve and liquidate its Trust Account by returning the then
remaining funds in such account to the public stockholders and the Warrants will expire worthless.

Appraisal Rights

Blue Water stockholders do not have appraisal rights in connection with the Business Combination or the other
proposals.

Proxy Solicitation

Blue Water is soliciting proxies on behalf of its board of directors. This solicitation is being made by mail but
also may be made by telephone or in person. Blue Water and its directors, officers and employees may also solicit
proxies in person. Blue Water will file with the SEC all scripts and other electronic communications as proxy soliciting
materials. Blue Water will bear the cost of the solicitation.

Blue Water has hired Advantage Proxy to assist in the proxy solicitation process. Blue Water will pay that firm
a fee of up to $25,000, plus disbursements.

Blue Water will ask banks, brokers and other institutions, nominees and fiduciaries to forward the proxy materials
to their principals and to obtain their authority to execute proxies and voting instructions. Blue Water will reimburse
them for their reasonable expenses.
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THE BUSINESS COMBINATION PROPOSAL (PROPOSAL 1)

General

Holders of Blue Water common stock are being asked to approve and adopt the Merger Agreement and
the Business Combination. Blue Water stockholders should read carefully this proxy statement/prospectus in its
entirety for more detailed information concerning the Merger Agreement, which is attached as Annex 4 to this proxy
statement/prospectus. Please see the section titled “—7The Merger Agreement’” below, for additional information and
a summary of certain terms of the Merger Agreement. You are urged to read carefully the Merger Agreement in its
entirety before voting on this proposal.

Because Blue Water is holding a stockholder vote on the Business Combination, Blue Water may consummate
the Business Combination only if it is approved by the affirmative vote of the holders of a majority of the shares of
Blue Water common stock cast by the stockholders represented in person or by proxy and entitled to vote thereon at
the Blue Water Special Meeting.

The Merger Agreement

The subsections that follow this subsection describe the material provisions of the Merger Agreement, but do
not purport to describe all of the terms of the Merger Agreement. The following summary is qualified in its entirety
by reference to the complete text of the Merger Agreement, a copy of which is attached as_4nnex 4 hereto, which is
incorporated herein by reference. Stockholders and other interested parties are urged to read the Merger Agreement
carefully and in its entirety (and, if appropriate, with the advice of financial and legal counsel) because it is the primary
legal document that governs the Business Combination.

The Merger Agreement contains representations, warranties and covenants that the respective parties made to
each other as of the date of the Merger Agreement or other specific dates, which may be updated prior to the closing
of the Business Combination. The assertions embodied in those representations, warranties and covenants were made
for purposes of the contract among the respective parties and are subject to important qualifications and limitations
agreed to by the parties in connection with negotiating the Merger Agreement. The representations, warranties and
covenants in the Merger Agreement are also modified in important part by the disclosure schedules attached thereto
which are not filed publicly and which are subject to a contractual standard of materiality different from that generally
applicable to stockholders. The disclosure schedules were used for the purpose of allocating risk among the parties
rather than establishing matters as facts. The disclosure schedules do not disclose any information material to an
investment decision that is not already disclosed elsewhere in this proxy statement/prospectus.

General Description of the Merger Agreement

On April 27,2021, Blue Water entered into the Merger Agreement with Merger Sub and Clarus. Unless otherwise
defined herein, the capitalized terms used in this section “The Business Combination Proposal (Proposal 1) — The
Merger Agreement” will have the meaning ascribed to such terms in the Merger Agreement.

Subject to the terms and conditions set forth in the Merger Agreement, at the Effective Time, Merger Sub will
merge with and into Clarus, with Clarus surviving the Merger as a wholly-owned subsidiary of Blue Water and, based
on existing Clarus share preference and convertible debtholder rights:

(a) certain shares of Clarus preferred stock issued and outstanding immediately prior to the Effective Time
(such shares, the “Clarus Consideration-Receiving Preferred Stock™) will be canceled and converted
into the right to receive a portion of the Merger Consideration,

(b) certain convertible and non-convertible promissory notes of Clarus outstanding as of the Effective Time
(such notes, the “Clarus Consideration-Receiving Notes”) will be canceled and converted into, or
exchanged for, the right to receive a portion of the Merger Consideration,

(c) certain warrants to purchase Clarus stock will be converted into the Clarus Converting Warrants, and

(d) all shares of Clarus capital stock (other than the Consideration-Receiving Preferred Stock), and all
outstanding options, warrants or rights to subscribe for or purchase any capital stock of Clarus or securities
convertible into or exchangeable for, or that otherwise confer on the holder any right to acquire any
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capital stock of Clarus (in each case, excluding the Clarus Consideration-Receiving Notes and the Clarus
Converting Warrants) that have not been exercised prior to the Effective Time, will be canceled, retired and
terminated without any consideration or any liability to Clarus with respect thereto.

The Merger Consideration to be paid pursuant to the Merger Agreement to Clarus securityholders will be a
number of shares of New Blue Water common stock equal to:

(1) 17,929,832 shares of New Blue Water Class A common stock, subject to adjustment to account for the
Closing Net Indebtedness, divided by $10.20; plus

(i) 1,500,000 shares of New Blue Water Class A Common Stock issuable to the holders of certain
non-convertible promissory notes of Clarus in exchange for $10.0 million of the aggregate principal
amount of such notes and certain outstanding royalty rights; plus

(i) a number of shares of New Blue Water Class A common stock equal to the outstanding balance (principal
and interest) at Closing of convertible and non-convertible promissory notes of Clarus issued between
the date of the Merger Agreement and Closing divided by $10.00, provided that Clarus may elect, in
its discretion to instead pay off the outstanding balance of, and any redemption premium on, the
non-convertible promissory notes at Closing.

Additionally, the outstanding shares of Blue Water Class A common stock, including any shares of Blue Water
Class B common stock that are converted into Blue Water Class A common stock in accordance with the Blue Water
Charter, will be redesignated as the New Blue Water common stock, which is common stock, par value $0.0001 per
share, of Clarus Therapeutics Holdings, Inc. (the new name of Blue Water after the Closing).

The Merger Consideration to be paid to Clarus stockholders will be paid solely by the delivery of new shares
of New Blue Water common stock. The Closing Net Indebtedness (and the resulting Merger Consideration) is based
solely on estimates determined shortly prior to the Closing and is not subject to any post-Closing true-up or adjustment.
The Merger Consideration will be allocated among the Clarus securityholders as determined by Clarus shortly prior
to the Closing based on existing share preference and convertible debtholder rights.

Post-Business Combination Ownership of the Combined Entity

Immediately after the Closing, Blue Water, which will be renamed Clarus Therapeutics Holdings, Inc., will own
100% of the outstanding capital stock of Clarus.

It is anticipated that, upon the Closing, Blue Water’s public stockholders will retain an ownership interest of
approximately 24.0% of the outstanding capital stock of the Combined Entity, the Sponsor will retain an ownership
interest of approximately 6.0% of the outstanding capital stock of the Combined Entity and the Clarus securityholders
and noteholders will own approximately 70.0% of the outstanding capital stock of the Combined Entity. The foregoing
ownership percentages with respect to the Combined Entity following the Business Combination exclude any
outstanding Warrants and assume that (i) there are no redemptions of any shares by Blue Water’s public stockholders
in connection with the Business Combination, (ii) the negative Closing Net Indebtedness is $43.1 million, based on the
Merger Agreement, (iii) no awards are issued under the Equity Incentive Plan and (iv) no Working Capital Warrants or
Extension Warrants are issued. If the actual facts are different than these assumptions (which they are likely to be), the
percentage ownership retained by Blue Water’s existing stockholders in the Combined Entity will be different.

Representations and Warranties; Survival/Indemnification

The Merger Agreement contains representations and warranties by each of Blue Water and Clarus that are
customary for transactions similar to the Business Combination.

Clarus made representations and warranties relating to, among other matters, (1) corporate existence and power,
(2) corporate authorization, (3) governmental authorization, (4) non-contravention, (5) capitalization, (6) corporate
records, (7) subsidiaries, (8) consents, (9) financial statements, (10) books and records, (11) internal accounting controls,
(12) absence of certain changes, (13) properties and title to its assets, (14) litigation, (15) material contracts, (16) licenses
and permits, (17) compliance with laws, (18) intellectual property, (19) healthcare matters, (20) accounts receivable,
accounts payable, and affiliate loans, (21) employees and employment matters, (22) withholding, (23) employee benefits,
(24) real property, (25) tax matters, (26) environmental laws, (27) top customers and suppliers, (28) finders’ and

102



brokers’ fees, (29) powers of attorney and suretyships, (30) directors and officers, (31) anti-money laundering laws, (32)
insurance, (33) related party transactions, (34) the Investment Company Act of 1940, (35) independent investigation and
(36) information supplied.

Blue Water and Merger Sub made representations and warranties relating to, among other matters, (1) corporate
existence and power, (2) corporate authorization, (3) governmental authorization, (4) non-contravention, (5) finders’
and brokers’ fees, (6) issuance of the Merger Consideration, (7) capitalization, (8) information supplied, (9) the Trust
Account, (10) listing, (11) board approval, (12) SEC filings and financial statements, (13) certain business practices,
(14) anti-money laundering laws, (15) affiliate transactions, (16) litigation, (17) expenses, indebtedness and other
liabilities, and (18) tax matters.

Many of the representations and warranties are qualified by materiality or Material Adverse Effect and/or the
representing party’s knowledge. “Material Adverse Effect” as used in the Merger Agreement means with respect
to any specified person or entity, any fact, event, occurrence, change or effect that has had or would reasonably be
expected to have, individually or in the aggregate, a material adverse effect on the business, assets, liabilities, financial
condition, net worth, management, earnings, cash flows, business, operations or properties of such person or entity
and its subsidiaries, taken as a whole, or the ability of such person or entity or any of its subsidiaries on a timely basis
to consummate the transactions contemplated by the Merger Agreement or the ancillary documents to which it is a
party or bound or to perform its obligations thereunder, in each case subject to certain customary exceptions. Certain
of the representations are subject to specified exceptions and qualifications contained in the Merger Agreement or in
information provided pursuant to certain disclosure schedules to the Merger Agreement.

Survival/Indemnification

The representations and warranties made by the parties terminate as of and do not survive the Closing, and there
are no indemnification rights for another party’s breach. The covenants and agreements of the parties shall not survive
the Closing, except those covenants and agreements to be performed after the Closing, which covenants and agreement
shall survive until fully performed.

Covenants of the Parties

Each party agreed in the Merger Agreement to use its reasonable best efforts to effect the Closing. The Merger
Agreement also contains certain customary covenants by each of the parties during the period between the signing
of the Merger Agreement and the earlier of the Closing or the termination of the Merger Agreement in accordance
with its terms (the “Interim Period”), including (1) the provision of access to their offices, properties, books and
records; (2) the operation of their respective businesses in the ordinary course of business; (3) provision of financial
statements by Clarus; (4) Blue Water’s public filings; (5) no insider trading; (6) notifications of certain breaches, consent
requirements, material adverse changes or other matters; (7) efforts to consummate the Closing and obtain third party
and regulatory approvals; (8) tax matters and transfer taxes; (9) further assurances; (10) public announcements; and
(11) confidentiality. Each party also agreed during the Interim Period not to solicit or enter into any inquiry, proposal or
offer, or any indication of interest in making an offer or proposal for an alternative competing transaction, to notify the
others as promptly as practicable in writing of the receipt of unsolicited proposals for, or indications of interest in entering
into, an alternative competing transaction, and to keep the others informed of material developments with respect to
such proposals or indications. There are also certain customary post-Closing covenants regarding (1) maintenance of
books and records; (2) indemnification of directors and officers; and (3) use of Trust Account proceeds.

Blue Water agreed, as promptly as practicable after the date of the Merger Agreement, to prepare, with reasonable
assistance from Clarus, and file with the SEC this Registration Statement on Form S-4 (the “Registration Statement”)
in connection with the registration under the Securities Act of the issuance of the Merger Consideration Shares to be
issued to the Clarus stockholders and noteholders and containing a proxy statement/prospectus for the purpose of
Blue Water soliciting proxies from the stockholders of Blue Water to approve the Business Combination Proposal and
the other Required Proposals at the Blue Water Special Meeting and providing such stockholders an opportunity in
accordance with Blue Water’s organizational documents and Blue Water’s Initial Public Offering prospectus to have
their shares of Blue Water common stock redeemed.

Clarus also agreed in the Merger Agreement to obtain the written consent of its stockholders as promptly as
practicable after the Registration Statement has become effective to approve the Merger Agreement and the Business
Combination and related matters.
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The parties also agreed to take all necessary action, so that effective at the Closing, the entire board of directors
of New Blue Water will consist of seven individuals, a majority of whom shall be independent directors in accordance
with Nasdaq requirements. Two of the members of such board will be individuals (at least one of whom shall be an
independent director, and one of whom shall serve as the chairperson of such board) designated by Blue Water in the
Merger Agreement and five of the members of such board (at least three of whom shall be independent directors) will
be designated by Clarus prior to the Closing. The parties also agreed to classify Blue Water’s board into three classes
as described in the Charter Amendment Proposal #3 below. Blue Water also agreed to provide each of the director
designees to the post-Closing board of directors with a customary director indemnification agreement, in form and
substance reasonably acceptable to such director. The parties also agreed to take all action necessary, so that the
individuals serving as the officers of Blue Water immediately after Closing will be the same individuals as those of
Clarus immediately prior to the Closing.

Conditions to the Closing

The closing of the Merger Agreement is subject to various conditions, including the following mutual conditions
of the parties unless waived: (i) the approval of the Merger Agreement and the Business Combination and Required
Proposals by the requisite vote of Blue Water’s stockholders, (ii) the approval of the Merger Agreement and the Business
Combination and related matters by Clarus’s stockholders; (iii) receipt of requisite consents from governmental
authorities to consummate the Business Combination, (iv) no law or order, or action brought by a governmental
authority, that would restrain, prohibit or impose any condition on the Business Combination; (v) Blue Water having at
least $5,000,001 in net tangible assets, after giving effect to the completion of the redemption of public stockholders
who redeem their shares in connection with the Business Combination; (vi) the election or appointment of members
to Blue Water’s board of directors as of the Closing in accordance with the Merger Agreement; (vii) the effectiveness
of the registration statement of which this proxy statement/prospectus forms a part; and (viii) the conditional approval
of Blue Water’s initial listing application with Nasdaq with respect to the common stock to be issued pursuant to the
Business Combination.

In addition, unless waived by Clarus, the obligations of Clarus to consummate the Business Combination are
subject to the fulfillment of certain closing conditions, including but not limited to the following (in addition to
customary certificates and other closing deliverables):

. The representations and warranties of Blue Water and Merger Sub being true and correct as of the date of
the Merger Agreement and as of the Closing (subject to Material Adverse Effect);

. Blue Water and Merger Sub having performed in all material respects their respective obligations and
complied in all material respects with their respective covenants and agreements under the Merger
Agreement required to be performed or complied with on or prior to the date of the Closing;

. Filing and effectiveness of the second amended and restated certificate of incorporation of Blue Water;
and

. Clarus having received a copy of a duly executed Registration Rights Agreement (as described below) by
Blue Water.

Unless waived by Blue Water, the obligations of Blue Water and the Merger Sub to consummate the Business
Combination is subject to the satisfaction of the following conditions (in addition to customary certificates and other
closing deliverables):

. The representations and warranties of Clarus being true and correct as of the date of the Merger Agreement
and as of the Closing (subject to Material Adverse Effect);

. Clarus having performed in all material respects its obligations and complied in all material respects with
its covenants and agreements under the Merger Agreement required to be performed or complied with on
or prior to the date of the Closing;

. Certain litigation in which Clarus is involved not having been adjudicated or settled, and no offer of
settlement having been made by Clarus, that would have a Material Adverse Effect on Blue Water;
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Absence of a Material Adverse Effect with respect to Clarus since the date of the Merger Agreement (but
excluding a qualifying settlement of certain litigation in which Clarus is involved) that is continuing and
uncured;

Certain specified contracts of Clarus being terminated without further obligation of Clarus;

Clarus and the Clarus securityholders specified therein having executed and delivered the Registration
Rights Agreement (as described below)

Each Stockholder Lock-Up Agreement (as described below) and Lender Lock-Up Agreement (as described
below) having been executed and delivered;

Clarus’s indebtedness at the Closing not exceeding $43.125 million and there being no obligation of
Clarus to make any post-Closing payment in the nature of a royalty; and

Clarus having consummated a Permitted Financing with gross proceeds to Clarus of at least $15 million.

Termination

The Merger Agreement may be terminated under certain customary and limited circumstances at any time prior
to the Closing, including:

by mutual consent of Clarus and Blue Water;

by either Blue Water or Clarus if any of the conditions to the Closing have not been satisfied or waived
by October 27, 2021 (which we refer to as the “Outside Date”), provided that this termination right shall
not be available to Blue Water or Clarus if a breach by such party (i.e., either Blue Water or Merger Sub
on one hand, or Clarus, on the other hand) of the Merger Agreement was the cause of, or resulted in, the
failure of the Closing to occur on or before the Outside Date;

by either Blue Water or Clarus if a governmental authority of competent jurisdiction shall have issued an
order or taken any other action permanently restraining, enjoining or otherwise prohibiting, or if any law
is in effect making illegal, the transactions contemplated by the Merger Agreement;

by either Blue Water or Clarus if there has been a material breach by the other party of any of its
representations, warranties, covenants or agreements contained in the Merger Agreement, such that the
related closing condition would not be met, and such breach is not cured within the earlier of (i) 30 days
after the non-breaching party receives notice of such breach, or (ii) by the Outside Date;

by Blue Water if there has been an event after the signing of the Merger Agreement that has had a Material
Adverse Effect on Clarus (but excluding a qualifying settlement of certain litigation in which Clarus is
involved) that is continuing and uncured for 30 days;

by Clarus if there has been a Material Adverse Effect on Blue Water following the date of the Merger
Agreement which is uncured and continuing for 30 days;

by either Blue Water or Clarus if approval for the Business Combination and the other matters submitted
for Blue Water stockholder approval in this proxy statement/prospectus are not obtained at the Blue Water
Special Meeting; and

by either Blue Water or Clarus if a special meeting of Clarus’ stockholders is held and Clarus’ stockholders
shall not have approved the Merger Agreement and the Business Combination and related matters.

If the Merger Agreement is validly terminated, all further obligations of the parties under the Merger Agreement
will terminate and will be of no further force and effect (except that certain obligations related to confidentiality, dispute
resolution, termination, waiver of claims against the Trust Account, and certain general provisions will continue in
effect), and no party will have any further liability to any other party thereto except for liability for any willful breach
of the Merger Agreement prior to such termination. No termination fee is payable by either party.
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Trust Account Waiver

Clarus agreed that it and its affiliates will not have any right, title, interest or claim of any kind in or to any
monies in Blue Water’s Trust Account held for its public stockholders, and agreed not to, and waived any right to, make
any claim against the Trust Account (including any distributions therefrom).

Governing Law and Dispute Resolution

The Merger Agreement is governed by Delaware law and, subject to the required arbitration provisions, the
parties are subject to the non-exclusive jurisdiction of federal and state courts located in Delaware, and each party
waived its rights to a jury trial in connection therewith.

Related Agreements

This section describes the material provisions of certain additional agreements entered into or to be entered
into pursuant to the Merger Agreement (the “Related Agreements”) but does not purport to describe all of the terms
thereof. The following summary is qualified in its entirety by reference to the complete text of each of the Related
Agreements, copies of each of which are attached hereto as part of Annex 4. Stockholders and other interested parties
are urged to read such Related Agreements in their entirety.

Clarus Support Agreements

Simultaneously with the execution of the Merger Agreement, Blue Water and Clarus entered into support
agreements (the “Clarus Support Agreements”) with certain significant stockholders of Clarus holding in the
aggregate approximately 70.0% of Clarus’s outstanding capital stock. Pursuant to the Clarus Support Agreement, each
such stockholder agreed, among other things, to vote all of its shares of Clarus stock in favor of the Merger Agreement
and related transactions and to otherwise take certain other actions in support of the Merger Agreement and related
transactions and the other matters submitted to Clarus stockholders for their approval, and provide a proxy to Blue
Water to vote such Clarus stock accordingly. The Clarus Support Agreement prevents transfers of the Clarus stock held
by such stockholder between the date of the Clarus Support Agreement and the date of the Closing, except for certain
permitted transfers where the recipient also agrees to comply with the Clarus Support Agreement.

Sponsor Support Agreement

Simultaneously with the execution of the Merger Agreement, Blue Water and Clarus entered into a support
agreement (the “Sponsor Support Agreement”) with the Sponsor. Under the Sponsor Support Agreement, the
Sponsor agreed that it would abide by its undertakings in that certain letter agreement dated December 15, 2020, by
and among Blue Water and its officers, its directors and the Sponsor filed as Exhibit 10.1 to Blue Water’s Current
Report on Form 8-K filed with the SEC on December 21, 2020 (the “Insider Letter”), including voting its Blue Water
shares in favor of the Merger Agreement and the Business Combination and not redeeming such shares in connection
with the Merger, and that in the event of a transfer of its shares permitted under the Insider Letter, the Sponsor will
ensure that the transferee agrees to be bound by the restrictions in the Sponsor Support Agreement. The Sponsor also
agreed in connection with the Merger to waive its anti-dilution right pursuant to Article I'V, Section 4.3(b)(ii) of the
Blue Water Charter. Blue Water undertook to enforce the Sponsor’s obligations under the Insider Letter.

Stockholder Lock-Up Agreements

The Merger Agreement provides that at or prior to the Closing, certain significant Clarus stockholders will
enter into a Lock-Up Agreement with Blue Water (each, a “Stockholder Lock-Up Agreement”). Pursuant to the
Stockholder Lock-Up Agreements, each Clarus stockholder party thereto would agree not to, during the period
commencing from the Closing and ending 180 days after the date of the Closing (subject to early release if the Combined
Entity consummates a liquidation, merger, capital stock, reorganization exchange or other similar transaction with an
unaffiliated third party that results in all of the Combined Entity’s stockholders having the right to exchange their
equity holdings in the Combined Entity for cash, securities or other property): (x) lend, offer, pledge, hypothecate,
encumber, donate, assign, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract
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to sell, grant any option, right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any
restricted securities, (y) enter into any swap or other arrangement that transfers to another, in whole or in part, any of
the economic consequences of ownership of the restricted securities, or (z) publicly disclose the intention to do any
of the foregoing, whether any such transaction described in clauses (x), (y) or (z) above is to be settled by delivery of
restricted securities or other securities, in cash or otherwise (in each case, subject to certain limited permitted transfers
where the recipient takes the shares subject to the restrictions in the Stockholder Lock-Up Agreement).

Lender Lock-Up Agreements

The Merger Agreement provides that at or prior to the Closing, certain Clarus noteholders (the “Lenders”) will
enter into a Lock-Up Agreement with Blue Water (each, a “Lender Lock-Up Agreement”). Pursuant to the Lender
Lock-Up Agreements, each Lender party thereto would agree not to, during the period commencing from the Closing
and ending 180 days after the date of the Closing (subject to early release if the Combined Entity consummates
a liquidation, merger, capital stock, reorganization exchange or other similar transaction with an unaffiliated third
party that results in all of the Combined Entity’s stockholders having the right to exchange their equity holdings in
the Combined Entity for cash, securities or other property): (x) lend, offer, pledge, hypothecate, encumber, donate,
assign, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any
option, right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any restricted securities,
(y) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic
consequences of ownership of the restricted securities, or (z) publicly disclose the intention to do any of the foregoing,
whether any such transaction described in clauses (x), (y) or (z) above is to be settled by delivery of restricted securities
or other securities, in cash or otherwise (in each case, subject to certain limited permitted transfers where the recipient
takes the shares subject to the restrictions in the Lender Lock-Up Agreement). However, during the second half of
the lock-up period (the “Leak-Out Period”), each Lender would be able to engage in limited transfers of restricted
securities that would otherwise be prohibited by the lock-up, up to a daily maximum volume based on the number
of restricted securities held by such Lender at the commencement of the Leak-Out Period prorated to the number of
trading days in the Leak-Out Period, with the ability to cumulate unused daily volume limits over a maximum period
of five trading days.

Registration Rights Agreement

The Merger Agreement provides that upon the Closing, Blue Water will enter into a registration rights agreement
(the “Registration Rights Agreement”) with the Sponsor and the Clarus securityholders named therein. Pursuant
to the Registration Rights Agreement, the Combined Entity would have an obligation to file a registration statement
under the Securities Act covering the resale of (i) shares of New Blue Water common stock held by the Sponsor or
issuable to the Sponsor upon conversion or exercise of other Company securities held by it, and (ii) shares of New
Blue Water common stock issuable to the Clarus securityholders party thereto in the Merger. Either the Sponsor or
a majority of the Clarus securityholders party to the Registration Rights Agreement holding registrable securities
would be entitled to make a written demand for registration under the Securities Act of all or part of their registrable
securities. Subject to certain exceptions, if at any time after the Closing the Combined Entity proposes to file a
registration statement under the Securities Act with respect to its securities, under the Registration Rights Agreement
the Combined Entity would be required to give notice to the other parties thereto as to the proposed filing and offer
them the opportunity to register the sale of such number of registrable securities as they may request in writing.
The Registration Rights Agreement would terminate and supersede that certain registration rights agreement dated
December 15, 2020 between Blue Water and the Sponsor filed as Exhibit 10.3 to Blue Water’s Current Report on
Form 8-K filed on with the SEC December 21, 2020.
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Board of Directors and Management Following the Business Combination

The following persons are expected to be elected or appointed by the Blue Water board to serve as executive
officers and directors following the Business Combination. For biographical information concerning the executive
officers and directors following the Business Combination, see “Management after the Business Combination —
Management and Board of Directors”.

Name Age Position(s)
Kimberly Murphy” 58 Class III Director and Chair of the Board
Joseph Hernandez” 48 Class III Director

Robert E. Dudley® 66 Class III Director, President and Chief Executive Officer
Elizabeth A. Cermak® 63 Class II Director

Mark A. Prygocki, Sr.® 55 Class II Director

Alex Zisson® 52 Class I Director

John Amory® 54 Class I Director

Richard Peterson 53 Chief Financial Officer

Frank Jaeger 51 Chief Commercial Officer

Steve Bourne 59 Chief Administrative Officer

(1)  Blue Water Designee
(2)  Clarus Designee

Classified Board of Directors

The Combined Entity’s board of directors will consist of seven members upon the closing of the Business
Combination. In accordance with the Amended Charter to be filed, immediately after the consummation of the Business
Combination, the board of directors of New Blue Water will be divided into three classes, Class I, IT and II1, each to serve
a three year term, except for the initial term after the Closing, for which the Class I directors will be up for reelection at
the first annual meeting of stockholders occurring after the Closing, and for which the Class II directors will be up for
reelection at the second annual meeting of stockholders occurring after the Closing. At each annual general meeting of
stockholders, the successors to directors whose terms then expire will be elected to serve from the time of election and
qualification until the third annual meeting following the election. Directors will not be able to be removed during their
term except for cause, and then only by the affirmative vote of only by the affirmative vote of the holders of not less than
two thirds (2/3) of the outstanding shares of capital stock then entitled to vote at an election of directors. Blue Water and
Clarus will work in good faith to equitably allocate director designees among the three classes of directors, provided that
Blue Water’s designees will serve in the class of directors with the latest initial re-clection date.

The Combined Entity expects that any additional directorships resulting from an increase in the number of
directors will be distributed among the three classes so that, as nearly as possible, each class will consist of one-third
of the directors. The division of the board of directors into three classes with staggered three-year terms may delay or
prevent a change of our management or a change in control of the Combined Entity.

Interests of Blue Water’s Directors and Officers in the Business Combination

When you consider the recommendation of Blue Water’s board of directors in favor of approval of the Proposals,
you should keep in mind that Blue Water directors and officers have interests in the Business Combination that may be
different from or in addition to (and which may conflict with) your interests as a stockholder. These interests include,
among other things:

. unless Blue Water consummates an initial business combination, Blue Water’s officers and directors and
the Sponsor will not receive reimbursement for any out-of-pocket expenses incurred by them to the extent
that such expenses exceed the amount of available proceeds not deposited in the Trust Account;

. as a condition to the Blue Water IPO, the Founder Shares became subject to a lock-up whereby, subject
to certain limited exceptions, the Founder Shares cannot be transferred for 180 days following the
consummation of an initial business combination;
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the Placement Warrants purchased by the Sponsor will be worthless if a business combination is not
consummated;

the Sponsor has agreed that the Placement Warrants, and all of their underlying securities, will not be
sold or transferred by it until after Blue Water has completed a business combination, subject to limited
exceptions;

the fact that the Sponsor paid an aggregate of $25,000 for its Founder Shares and such securities will have
a significantly higher value at the time of the Business Combination;

the fact that the Sponsor has agreed not to redeem any of the Founder Shares in connection with a
stockholder vote to approve a proposed initial business combination;

the Sponsor may loan to Blue Water additional funds for working capital purposes prior to the Business
Combination. There are no working capital loans from the Sponsor currently outstanding. If the Business
Combination is not consummated and Blue Water does not otherwise consummate another business
combination prior to December 17, 2021 (or June 17, 2022 if Blue Water extends the period of time
to consummate a business combination), then there will likely be insufficient funds to pay the working
capital loans;

$575,000 may be loaned by the Sponsor or its affiliates or designees for each three-month extension (for
up to $1,150,000) of the time that we have to consummate a business combination, which amount may be
converted into Extension Warrants, at the price of $1.00 per warrant and such warrants would be identical
to the Placement Warrants, including as to exercise price, exercisability and exercise period;

if Blue Water does not complete an initial business combination by December 17, 2021 (or June 17, 2022
if Blue Water extends the period of time to consummate a business combination), a portion of the proceeds
from the sale of the Placement Warrants will be included in the liquidating distribution to Blue Water’s
public stockholders and the Placement Warrants will expire worthless; and

if the Trust Account is liquidated, including in the event Blue Water is unable to complete an initial
business combination within the required time period, the Sponsor has agreed to indemnify Blue Water
to ensure that the proceeds in the Trust Account are not reduced below $10.20 per Public Share by
the claims of prospective target businesses with which Blue Water has entered into an acquisition
agreement or claims of any third party for services rendered or products sold to Blue Water, but only
if such a vendor or target business has not executed a waiver of any and all rights to seek access to the
Trust Account.

Interests of Clarus’s Directors and Officers in the Business Combination

When Clarus securityholders and other interested persons consider the recommendation of its board of directors
in favor of approval of the Business Combination, such persons should keep in mind that the directors and executive
officers of Clarus may have interests in the Business Combination and other proposals that may be different from, or
in addition to, those of Clarus securityholders generally. These interests include, among other things:

That Dr. Robert E. Dudley, the Founder, Chairperson, Chief Executive Officer and President, and member
of the board of directors, of Clarus is expected to serve as a member of the board of directors, and the
Chief Executive Officer and President, of the Combined Entity after consummation of the Business
Combination;

That Elizabeth Cermak, Alex Zisson and Mark Prygocki, each of whom currently serves on the board
of directors of Clarus, are expected to be directors of the Combined Entity after c