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Until                 , 2018 (25 days after the commencement of this offering), all dealers that buy, sell or trade shares of our common stock, whether or
not participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to the obligation of dealers to
deliver a prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.

We have not, and the underwriters have not, authorized anyone to provide any information or to make any representations other than those contained in this
prospectus or in any free writing prospectuses prepared by or on behalf of us or to which we have referred you. We and the underwriters take no
responsibility for, and can provide no assurance as to the reliability of, any other information that others may give you. This prospectus is an offer to sell
only the shares offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The information contained in this prospectus or
in any applicable free writing prospectus is current only as of its date, regardless of its time of delivery or any sale of shares of our common stock. Our
business, financial condition, results of operations and prospects may have changed since that date.

TRADEMARKS

We have received trademark registration for Neuronetics and NeuroStar in the United States and Japan, as well as TrakStar, SenStar Treatment Assist,
SenStar, MT Assist and NeuroStar TMS Therapy in the United States. This prospectus contains references to our trademarks and to trademarks belonging to
other entities. Solely for convenience, trademark and trade names referred to in this prospectus, including logos, artwork and other visual displays, 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 to these trademarks and trade names. All other trademarks, trade names and service marks appearing in this prospectus are the property of
their respective owners. We do not intend our use or display of other companies’ trade names or trademarks to imply a relationship with, or endorsement or
sponsorship of us by, any other companies.

INVESTORS OUTSIDE OF THE UNITED STATES

We have not, and the underwriters have not, done anything that would permit this offering or possession or distribution of this prospectus in any jurisdiction
where action for that purpose is required, other than in the United States. Persons outside of the United States who come into possession of this prospectus
must inform themselves about, and observe any restrictions relating to, the offering of the shares of our common stock and the distribution of this prospectus
outside of the United States.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. This summary does not contain all of the information you should consider
before investing in our common stock. You should read this entire prospectus carefully, especially “Risk Factors,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” and our financial statements and the related notes thereto appearing at the end of this
prospectus, before making an investment decision. As used in this prospectus, unless the context otherwise requires, references to “we,” “us,” “our”
and “the Company” refer to Neuronetics, Inc.

Neuronetics

We are a commercial stage medical technology company focused on designing, developing and marketing products that improve the quality of life for
patients who suffer from psychiatric disorders. Our first commercial product, the NeuroStar Advanced Therapy System, is a non-invasive and
non-systemic office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength magnetic field that induces
electrical currents designed to stimulate specific areas of the brain associated with mood. The system is cleared by the United States Food and Drug
Administration, or FDA, to treat adult patients with major depressive disorder, or MDD, that have failed to achieve satisfactory improvement from
prior antidepressant medication in the current episode. NeuroStar Advanced Therapy is safe, clinically effective, reproducible and precise and is
supported by the largest clinical data set of any competing TMS system. We believe we are the market leader in TMS therapy based on our U.S.
installed base of 752 active NeuroStar Advanced Therapy Systems in an estimated 595 psychiatrist offices, the estimated 50,000 patients treated with
approximately 1.8 million of our treatment sessions, and our $40.4 million in revenues in 2017.

MDD is a mood disorder characterized by the presence of one or both of two major diagnostic criteria: a depressed mood or loss of interest in pleasure
that continues for at least two weeks. The presence of at least one of these diagnostic symptoms must be accompanied by several of the following
additional symptoms: sleep disturbance, changes in appetite, sexual dysfunction, anxiety, fatigue, difficulty concentrating and suicidal thinking. MDD
is a recurrent disease and follows a fluctuating course over an individual’s lifetime, with periods of remission and relapse.

Initial treatment options for MDD often consist of antidepressant medication prescribed by a primary care physician. Although a variety of
antidepressant drugs are available, drug therapy has two primary limitations: limited effectiveness and treatment-emergent side effects. These
limitations were demonstrated in the Sequenced Treatment Alternatives to Relieve Depression, or STAR*D study, a large clinical trial funded by the
U.S. National Institute of Mental Health, or NIMH, that enrolled more than 4,000 adult MDD patients at 41 clinical sites to examine the outcomes to a
sequenced series of antidepressant medication attempts that mimicked best practices. In the study, approximately 28% and 21% of patients achieved
remission in their first and second medication attempts, respectively. Many patients taking antidepressant medications experience intolerable or
troubling side effects that contribute to a delay or failure in attaining an effective or optimal antidepressant dose, poor patient treatment adherence or
discontinuation of treatment therapy. TMS is considered to be an appropriate alternative for the treatment of MDD patients who have failed to achieve
satisfactory improvement from prior antidepressant medication. The effectiveness of TMS depends on the psychiatrist’s ability to deliver a precise
amount of magnetic pulses to a specific area of the brain in a manner that can be consistently repeated during each treatment session. We believe that
competing TMS systems have significant limitations that have limited their adoption.
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We designed the NeuroStar Advanced Therapy as a non-invasive therapeutic alternative to treat patients who suffer from MDD and to address many of
the key limitations of existing treatment options. We believe our therapy provides our psychiatrist customers and their patients with several benefits,
including clinically demonstrated response and remission with durable results, a demonstrated safety profile with limited treatment-emergent side
effects and high patient adherence. Additionally, our therapy was designed to provide a precise and reproducible office-based therapy that is also
efficient and convenient.

We couple our product’s clinical benefits with significant practice development resources, on-site clinical training, reimbursement and service support
to help our psychiatrist customers develop a successful NeuroStar Advanced Therapy practice. We also provide cloud-based practice management
solutions that enhance convenience for both psychiatrists and patients. Based on our commercial data, we believe psychiatrists can recoup their initial
capital investment in our system by providing a standard course of treatment to approximately 12 patients. We believe psychiatrists can generate
approximately $7,500 to $10,000 of revenue per patient for a standard course of treatment, which may provide meaningful incremental income to their
practices.

As of December 31, 2017, we had an installed base of 752 active systems in the United States. We currently sell our products in the United States
through our direct sales and customer support team, which was comprised of 106 people as of December 31, 2017. Our sales force primarily targets
15,100 psychiatrists at 3,600 high-decile psychiatric practices that we estimate, based on data from Symphony Health and our own internal estimates,
treat approximately 33% of the total MDD patients in the United States who meet our labeled indication and are insured. Patients are reimbursed by
Medicare and the vast majority of commercial payors in the United States for treatment sessions utilizing our system. We generate revenues primarily
from initial capital sales of our systems and recurring treatment sessions. For the year ended December 31, 2017, we generated revenues of
$40.4 million, which represented an increase of 18% compared to the prior year. For the year ended December 31, 2017, U.S. revenues were $39.9
million, which represented an increase of 26% compared to the prior year. Revenues from treatment sessions represented 71% of our U.S. revenues for
the same period.

Market Overview

The World Health Organization, or WHO, estimates that there are over 300 million people in the world living with depression and ranks MDD as the
single largest contributor to global disability and a major contributor to suicide worldwide. According to a study published in the Journal of Clinical
Psychiatry, the economic burden of the disease was estimated to be $210 billion in 2010 in the United States. Based on U.S. Census Bureau data and a
study published in the Journal of the American Medical Association, we estimate that approximately 21 million people in the United States suffer from
MDD annually. Of these people, we estimate approximately 13.3 million are adults aged 22 to 70 years, of whom an estimated 7.6 million, based on
data from the Journal of the American Medical Association, are being treated by a psychiatrist. We estimate, based on data from the STAR*D study,
that approximately 5.5 million of these patients have failed to achieve remission of their MDD from their prior antidepressant medication therapy and
that approximately 3.8 million of those patients have commercial insurance or Medicare coverage for the NeuroStar Advanced Therapy. As a result,
based on our expected revenues for a standard course of treatment, we believe our total annual addressable market opportunity for treatment sessions in
the United States is approximately $9.6 billion.

In Japan, the country with the third highest aggregate healthcare expenditures worldwide according to Deloitte, we estimate, based on data from the
National Center for Biotechnology Information
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that approximately 2.4 million adults suffer from MDD and approximately 655,000 of these adults are being treated for their MDD by a psychiatrist.
We estimate, based on data from the STAR*D study, that approximately 475,000 of these patients, all of whom are covered by Japan’s single payor
healthcare system, have failed to achieve remission of their MDD from prior antidepressant medication therapy. As a result, we believe our total
addressable market opportunity for treatment sessions in Japan is over $1.0 billion, assuming psychiatrist reimbursement levels per treatment course
per patient are similar to those in the United States.

Current Treatments for MDD and Their Limitations

The most common form of treatment for MDD is antidepressant medication with or without psychotherapy. During the initial treatment course, a
patient may experience uncomfortable side effects and it is common for a patient and the primary care physician to spend time testing several different
medications before arriving at a medication regimen that provides symptom relief and is tolerable. If initial treatment approaches do not adequately
relieve a patient’s symptoms, a primary care physician will often make a referral for consultation with a psychiatrist trained in psychopharmacology.
There are a wide array of options that a psychiatrist may consider as second line therapies. For example, a psychiatrist may recommend either
combining two or more antidepressant medications or using a second medication such as an atypical antipsychotic that is not an antidepressant along
with the initial antidepressant medication to augment the efficacy of such antidepressant, which is referred to as augmentation.

TMS is another second line therapy and differs from drug therapy approaches by inducing electrical currents designed to stimulate specific areas of the
brain associated with mood. This stimulation triggers a cascading electro-chemical effect that can pass along the neuronal circuit and reach into the
deeper structures of the brain that also regulate mood. This action changes the connections among these structures in a manner that improves the
activity of the neuronal circuit and results in an improvement in mood.

More aggressive options, which are associated with greater medical risk, are sometimes considered for patients that require later stages of treatment
and include electroconvulsive therapy, for the most critical MDD patients and vagus nerve stimulation, which is considered the most invasive treatment
option currently approved by the FDA for MDD patients who have proven to be severely treatment resistant.

Limitations of Current Therapies

Antidepressant Therapy

Although a variety of antidepressant medications are available for the treatment of MDD, antidepressant therapy has two primary limitations: limited
efficacy and treatment-emergent side effects that interfere with patient adherence to the prescribed treatment regimen. These limitations were
demonstrated in the STAR*D study, which demonstrated that nearly three-fourths of patients did not benefit from initial antidepressant medication
therapy with a selective serotonin reuptake inhibitor, and these patients remained symptomatic and functionally impaired. The likelihood of achieving
remission from a medication regimen was limited and declined with each successive augmentation attempt. The study showed that the likelihood of
discontinuing treatment due to treatment-emergent side effects increased with each incremental course of medication, with approximately 41% of
patients who progressed to the fourth monotherapy treatment attempt subsequently discontinuing drug treatment. The severity of side effects generally
increase as a
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patient proceeds from initial drug treatment to combination or augmented drug treatments. Later stage treatment options, such as first-generation
antidepressants and antipsychotics, have potentially more serious and life threatening side effects and intolerability. The discontinuation of treatment
can also result in severe side effects.

Transcranial Magnetic Stimulation

While TMS has been demonstrated to be a safe and effective treatment alternative for patients suffering from MDD, we believe that most TMS
systems have experienced limited adoption for several reasons, including:
 

 •  challenges in delivering precise and reproducible treatments;
 

 •  lack of clinical data from randomized outcome and other trials;
 

 •  lack of cloud-based practice management system;
 

 •  lack of comfort and convenience; and
 

 •  lack of customer support and practice development resources.

We believe a significant market opportunity exists for a TMS system that can address the shortcomings of second line antidepressant medications and
competing TMS systems.

Our Solution

We designed the NeuroStar Advanced Therapy as a non-invasive and non-systemic therapeutic alternative for patients who suffer from MDD.
NeuroStar Advanced Therapy is an in-office treatment that has been cleared to be performed in as little as 19 minutes (but may take up to 39 minutes
due to patient sensitivity or at the discretion of the treating psychiatrist) per session and is performed while the patient is awake, alert and is seated and
reclined comfortably in the treatment chair. A course of treatment consists of sessions administered for five days a week for up to six weeks. During
the first treatment session, two essential steps are performed. First, the patient’s cortex is mapped with the NeuroStar Treatment Coil to identify the
motor cortex. Once the specific location on the motor cortex is found, the second step involves the use of a proprietary software algorithm, which
assists the psychiatrist in estimating the physiologically appropriate magnetic field intensity for each treatment session. After these two steps are
performed, the location of the motor cortex then also serves as a reference point to enable the psychiatrist to properly position the NeuroStar Treatment
Coil over the prefrontal cortex, resting the coil lightly in contact with the patient’s scalp. Accuracy of positioning of the treatment coil for treatment is
assured by use of the NeuroStar Advanced Therapy System’s three-dimensional positioning device. Once the coil is properly positioned, the device
delivers NeuroStar Advanced Therapy using a highly targeted, pulsed magnetic field to stimulate cortical neurons. Our therapy provides targeted
stimulation of the prefrontal cortex and engages the neuronal circuitry connected to this region that is known to be involved in the regulation of mood.

We believe our solution addresses the key limitations of existing MDD treatment options and that NeuroStar Advanced Therapy provides the
following principal benefits to our psychiatrist customers and their patients:
 

 
•  Clinically demonstrated safety, efficacy, response and remission with durable results.    The safety and efficacy of our therapy has

been demonstrated in two large sham-controlled trials. The results of a real-world clinical trial in patients who failed to achieve
satisfactory improvement from antidepressant medication treatment
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demonstrated that 58% of patients responded to treatment, and 37% achieved remission. The majority of patients in this trial also
participated in a 12-month follow-up phase at the conclusion of which the response rate in these patients was 68% and the remission
rate was 45%.

 

 
•  Demonstrated safety profile with limited treatment-emergent side effects and high patient adherence.    The adverse events

discontinuation rate in our sham-controlled clinical studies has been approximately 5%. For single medication treatment in the
STAR*D study, the adverse events discontinuation rate was 9% to 41%.

 

 
•  Precise and reproducible office-based therapy.    Patients receive NeuroStar Advanced Therapy in a psychiatrist’s office without the

need for general anesthesia or sedation. Our system is designed to deliver the recommended TMS treatment dose to the indicated
location consistently.

 

 

•  Efficient and convenient treatment for the patient and the psychiatrist.    We have developed and deployed the shortest duration
FDA-cleared treatment for MDD using TMS therapy. Once a psychiatrist has established a patient’s coordinates during the initial
treatment session, a trained member of the office staff under the supervision of the psychiatrist may administer subsequent treatment
sessions.

 

 
•  Unique cloud-based practice management system.    Our TrakStar practice management system captures all treatment relevant

information, and the encrypted information can be downloaded to any system in a psychiatrist’s network in order to make it convenient
for a patient to receive care and increase scheduling flexibility.

 

 
•  Comprehensive customer support and practice development resources.    We believe that we offer the most comprehensive practice

support services among all TMS system providers to help our psychiatrist customers operationalize and grow their TMS service line.
We provide our customers with significant marketing support to increase referring physician and potential patient awareness.

Our Strengths

We are focused on improving the quality of life for patients who suffer from psychiatric disorders. We believe that the following strengths will
allow us to build our business and potentially expand our market opportunity.
 

 

•  A market leader in TMS therapy.    We believe we are the market leader in TMS therapy based on our U.S. installed base of 752
active NeuroStar Advanced Therapy Systems in an estimated 595 psychiatrist offices, the estimated 50,000 patients treated with over
1.8 million of our treatment sessions, and our $40.4 million in revenues in 2017. We believe these factors provide us meaningful
competitive advantages by creating significant barriers to entry to other TMS providers.

 

 

•  Significant body of clinical data and key opinion leader support.    The safety, efficacy and durability of our therapy is supported by
what we believe is the largest clinical data set of any TMS system. We have also established strong relationships with key opinion
leaders within the psychiatric community who help us to educate psychiatrists from around the world on innovative treatment
modalities such as TMS therapy.

 

 
•  Proprietary technology with a broad IP portfolio.    As of December 31, 2017, we owned or licensed 30 issued or allowed U.S.

patents, 49 issued or allowed foreign patents, seven pending U.S. patent applications and 14 pending foreign patent
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 applications. We believe this patent portfolio is substantially larger than that of any of our TMS system competitors.
 

 

•  Extensive reimbursement coverage and experience.    Based on our estimates, over 65 major private insurers in the United States,
including the top 25 largest private insurers, have adopted coverage policies for reimbursement of NeuroStar Advanced Therapy,
representing 95% of the total private payor covered lives in the United States. In addition, our therapy is eligible for reimbursement
from Medicare. Our reimbursement team has assisted our customers to conduct more than 20,000 benefits investigations.

 

 
•  Potential to enhance psychiatrist practice economics.    Based on our commercial data, we believe our psychiatrist customers can

generate approximately $7,500 to $10,000 of revenues per patient for a standard course of treatment using our system and can recoup
their capital investment in our system by treating approximately 12 patients.

Our Strategy

Our goal is to maintain and extend our leadership position in TMS therapy for patients with psychiatric disorders. The key elements of our
strategy include:
 

 •  improve customer targeting and expand our direct sales and customer support team to accelerate growth;
 

 •  increase utilization of our new and existing installed base of our systems;
 

 •  expand our international market opportunities; and
 

 •  pursue pipeline development of our therapy for additional indications.

Risks Associated with Our Business

Our ability to implement our business strategy is subject to numerous risks and uncertainties. You should carefully consider all of the information set
forth in this prospectus and, in particular, the information under the heading “Risk Factors,” beginning on page 12 of this prospectus, prior to making
an investment in our common stock. These risks include, among others, the following:
 

 •  we have incurred losses in the past and may be unable to achieve or sustain profitability in the future;
 

 •  we rely generally on the sale of our NeuroStar Advanced Therapy System and treatment sessions to generate revenues;
 

 
•  if coverage is unavailable or reimbursement from third-party payors for treatments using our products significantly declines,

psychiatrists may be reluctant to use our products;
 

 
•  psychiatrists and patients may be slow to adopt and use TMS therapies, including because our therapies must be administered up to

five times a week for six weeks in a psychiatrist’s office;
 

 •  our success depends in part upon patient satisfaction with the effectiveness of our NeuroStar Advanced Therapy System;
 

 
•  we operate in a very competitive environment and if we are unable to compete successfully against our existing or potential

competitors, our sales and operating results may be negatively affected;
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•  if we are unable to successfully expand our sales and customer support team and adequately address our customers’ needs, it could

negatively impact sales and market acceptance of our products and we may never generate sufficient revenues to achieve or sustain
profitability;

 

 •  security and privacy breaches may expose us to liability and harm our reputation and business; and
 

 
•  our products and operations are subject to extensive government regulation and oversight both in the United States and abroad, and our

failure to comply with applicable requirements could harm our business.

Corporate Information

We were incorporated in Delaware in April of 2003. Our principal executive offices are located at 3222 Phoenixville Pike, Malvern, Pennsylvania
19355, and our telephone number is (610) 640-4202. Our website address is www.neurostar.com. The information contained on, or accessible through,
our website is not incorporated by reference into this prospectus, and you should not consider any information contained in, or that can be accessed
through, our website as part of this prospectus or in deciding whether to purchase our common stock.
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THE OFFERING
 

Issuer   Neuronetics, Inc.

Common stock offered by us

  

                 shares (or                shares if the
underwriters exercise their option to purchase
additional shares in full).

Common stock to be outstanding after this offering

  

                shares (or                shares if the
underwriters exercise their option to purchase
additional shares in full).

Option to purchase additional shares of common stock

  

The underwriters have a 30-day option to purchase up
to                 additional shares of common stock from
us.

Use of proceeds

  

We intend to use the net proceeds from this offering
to fund the further commercialization of our
NeuroStar Advanced Therapy System, primarily
through expansion of our sales and customer support
team; to fund research and development activities,
which may include hardware and software product
development and enhancements of our NeuroStar
Advanced Therapy System and clinical development
expenses relating to additional indications; and for
general corporate purposes, including general and
administrative expenses and working capital. See
“Use of Proceeds.”

Directed share program

  

At our request, the underwriters have reserved up to
                 shares of common stock, or approximately
        % of the shares offered by this prospectus, for
sale at the initial public offering price, to our
directors, officers and current investors. Shares
purchased by our directors and officers will be subject
to the 180-day lock-up restriction described in the
“Underwriting” section of this prospectus. The
number of shares of common stock available for sale
to the general public will be reduced to the extent
these parties purchase such reserved shares. Any
reserved shares that are not purchased under this
program will be offered by the underwriters to the
general public on the same terms as the other shares
offered by this prospectus.

Risk factors

  

You may read the “Risk Factors” section of this
prospectus begining on page 12 and other information
included in this prospectus for a discussion of factors
that you should consider carefully before deciding to
invest in our common stock.

Proposed Nasdaq Global Market symbol   “STIM”                
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The number of shares of our common stock to be outstanding after this offering is based on 325,389,508 shares of our common stock outstanding

as of December 31, 2017, which includes 457,482 shares of unvested restricted stock. The number of shares of common stock outstanding as of
December 31, 2017 excludes:
 

 
•  70,864,342 shares of common stock issuable upon the exercise of stock options outstanding as of December 31, 2017, with a

weighted-average exercise price of $0.08 per share;
 

 
•  3,080,584 shares of common stock issuable upon the exercise of stock options granted after December 31, 2017, with a weighted-

average exercise price of $0.16 per share;
 

 
•  3,046,253 shares of common stock issuable upon the exercise of warrants outstanding as of December 31, 2017 to purchase shares of

convertible preferred stock that will become warrants to purchase shares of common stock upon the closing of this offering, at a
weighted-average exercise price of $0.38 per share;

 

 
•              shares of common stock reserved for future issuance under our 2018 Equity Incentive Plan, or 2018 Plan, and shares that

become available under the 2018 Plan pursuant to provisions that automatically increase the share reserve under the 2018 Plan each
year; and

 

 
•               shares of common stock reserved for future issuance under our 2018 Employee Stock Purchase Plan, or 2018 ESPP, and shares

that become available under the 2018 ESPP pursuant to provisions that automatically increase the share reserve under the 2018 ESPP
each year.

Unless otherwise indicated, this prospectus reflects and assumes the following:
 

 •  a                 -for-                reverse split for our common stock;
 

 
•  the automatic conversion of all outstanding shares of our convertible preferred stock into 318,676,911 shares of our common stock,

which will occur upon the closing of this offering;
 

 
•  the automatic conversion of all outstanding warrants to purchase shares of convertible preferred stock into warrants to purchase

common stock;
 

 •  no exercise of outstanding options or warrants;
 

 •  the filing of our amended and restated certificate of incorporation, which will occur upon the closing of this offering; and
 

 •  no exercise by the underwriters of their option to purchase up to                additional shares of our common stock.
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SUMMARY FINANCIAL DATA

The following tables set forth, for the periods and as of the dates indicated, a summary of our historical financial data. The statements of
operations data for the years ended December 31, 2016 and 2017 and the balance sheet data as of December 31, 2017 have been derived from our
audited financial statements appearing at the end of this prospectus. You should read this data together with the more detailed information contained in
our audited financial statements and the related notes thereto and in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” included elsewhere in this prospectus. Our historical results are not necessarily indicative of the results that should be expected in the
future.
 

   Years ended December 31,  
           2016                   2017          
   (in thousands, except per share data)  
Statements of Operations Data:    
Revenues   $ 34,228  $ 40,433 
Cost of revenues    6,622   9,632 

    
 

   
 

Gross Profit    27,606   30,801 
    

 
   

 

Operating expenses:    
Sales and marketing    21,794   27,900 
General and administrative    6,926   8,572 
Research and development    8,223   7,937 

    
 

   
 

Total operating expenses    36,943   44,409 
    

 
   

 

Loss from Operations    (9,337)   (13,608) 
    

 
   

 

Other (income) expense:    
Interest expense    1,835   2,808 
Other (income) expense, net    62   (357) 

    
 

   
 

Net Loss   $ (11,234)  $ (16,059) 
    

 

   

 

Net loss per share of common stock outstanding, basic and
diluted   $ (2.65)  $ (2.97) 

    

 

   

 

Weighted-average common shares outstanding, basic and
diluted    4,246   5,401 

    

 

   

 

Pro forma net loss per share of common stock outstanding,
basic and diluted (unaudited)    $ (0.05) 

     

 

Pro forma weighted-average common shares outstanding,
basic and diluted (unaudited)     307,288 

     

 

 
 See “Note 11. Loss per Share” in our audited financial statements included elsewhere in this prospectus for an explanation of the method used to calculate the historical and pro forma basic and
diluted net loss per common share.
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   As of December 31, 2017  

   Actual   
Pro forma

(Unaudited)   

Pro forma as
Adjusted

(Unaudited)  
   (in thousands)  
Balance Sheet Data:     
Cash and cash equivalents   $ 29,147  $ 29,147  $              
Working capital    25,011   25,011  
Total assets    38,938   38,938  
Long-term debt, net    29,556   29,556  
Convertible preferred stock warrant liability    478   —    
Convertible preferred stock    187,136   —    
Total stockholders’ (deficit) equity    (192,652)   (5,038)  

 
 

 Data presented on a pro forma basis to give effect to (i) the automatic conversion of all outstanding shares of our convertible preferred stock into an aggregate of 318,676,911 shares of common
stock and (ii) the automatic conversion of outstanding warrants to purchase shares of our convertible preferred stock into warrants to purchase shares of our common stock, each of which will
occur upon the closing of this offering.

 

 Data presented on a pro forma as adjusted basis to give further effect to our issuance and sale of                 shares of common stock in this offering at an assumed initial public offering price of
$                per share, which is the midpoint of the price range set forth on the cover page of this prospectus, after deducting underwriting discounts and commissions and estimated offering
expenses payable by us.

Each $1.00 increase (decrease) in the assumed initial public offering price of $                per share, which is the midpoint of the price range set forth on the cover page of this prospectus, would
increase (decrease) the pro forma as adjusted amount of each of cash and cash equivalents, working capital, total assets and total stockholders’ equity (deficit) by $                million, assuming
that the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting underwriting discounts and commissions and estimated offering
expenses payable by us. Similarly, each increase (decrease) of 1,000,000 shares in the number of shares offered by us at the assumed initial public offering price would increase (decrease) the pro
forma as adjusted amount of each of cash and cash equivalents, working capital, total assets and total stockholders’ equity (deficit) by $                million. The pro forma as adjusted information
discussed above is illustrative only and will be adjusted based on the actual initial public offering price and other terms of our initial public offering determined at pricing.
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below and the other
information contained in this prospectus before deciding whether to invest in our common stock. The occurrence of any of the events or developments
described below could harm our business, financial condition, results of operations and prospects. As a result, the market price of our common stock could
decline, and you may lose all or part of your investment.

Risks Related to Our Business and Industry

We have incurred losses in the past and may be unable to achieve or sustain profitability in the future.

We have incurred net losses in all fiscal years since inception. We incurred net losses of $11.2 million and $16.1 million for the years ended December 31,
2016 and 2017, respectively. As a result of ongoing losses, as of December 31, 2017, we had an accumulated deficit of $196.9 million. We expect to
continue to incur significant sales and marketing, product development, regulatory and other expenses as we continue to expand our marketing efforts to
increase adoption of our products and expand existing relationships with our customers, to obtain regulatory clearances or approvals for our products in
additional countries and for additional indications, and to develop new products or add new features to our existing products. In addition, our general and
administrative expenses will increase following this offering due to the additional costs associated with being a public company. The net losses we incur
may fluctuate significantly from quarter to quarter. We will need to generate significant additional revenues to achieve and sustain profitability, and even if
we achieve profitability, we cannot be sure that we will remain profitable for any substantial period of time. Our failure to achieve or maintain profitability
could negatively impact the value of our common stock.

We rely on the sale of our NeuroStar Advanced Therapy System and treatment sessions to generate revenues.

At present, we rely on the sale of our NeuroStar Advanced Therapy System and treatment sessions to generate revenues, and we expect to generate
substantially all of our revenues in the foreseeable future from sales of these and any related products. Because the market for TMS therapy is still
developing and contains a limited number of market participants, sales of our products could be negatively impacted by unfavorable market reactions to our
or other TMS devices. If the use of our or other TMS therapies results in serious adverse events, or such products malfunction or are misused, patients and
psychiatrists may attribute such negative events to TMS therapy generally, which may adversely affect market adoption of our products. Additionally, if
patients undergoing treatment with a NeuroStar Advanced Therapy System perceive the benefits to be inadequate or adverse events too numerous or severe
compared to the relevant rates of alternative TMS therapies or pharmaceutical options, it will be difficult to demonstrate the value of our NeuroStar
Advanced Therapy System to patients and psychiatrists. As a result, demand for and the use of our NeuroStar Advanced Therapy System may decline or
may not increase at the pace or to the levels we expect.

If coverage is unavailable or reimbursement from third-party payors for treatments using our products significantly declines, psychiatrists may be
reluctant to use our products.

In the United States, sales of our products will depend, in part, on the extent to which the treatment sessions using our products are covered and reimbursed
by third-party payors, including private insurers and government healthcare programs. Even if a third-party payor covers a particular treatment that uses our
products, the resulting reimbursement rate may not be adequate to cover a provider’s cost to purchase our products or ensure such purchase is profitable for
the provider. Further, patients who are treated in-office for a medical condition generally rely on third-party payors to reimburse all or part of the costs
associated with the treatment and may be unwilling to undergo such treatment in the absence of coverage and adequate reimbursement, or due to large
annual deductibles associated with certain health insurance plans.
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Reimbursement by a third-party payor may depend upon a number of factors, including the third-party payor’s determination that a treatment is neither
experimental nor investigational, safe, effective, and medically necessary, appropriate for the specific patient, cost-effective, supported by peer-reviewed
medical journals and included in clinical practice guidelines.

In the United States, there is no uniform policy of coverage and reimbursement among third-party payors. Third-party payors often rely upon Medicare
coverage policies and payment limitations in setting their own reimbursement policies, but also have their own methods and approval process apart from
Medicare coverage and reimbursement determinations. Therefore, coverage and reimbursement for treatments can differ significantly from payor to payor.
Decisions regarding the extent of coverage and amount of reimbursement to be provided for an in-office treatment is made on a plan-by-plan basis. One
payor’s determination to provide coverage for a specific treatment does not assure that other payors will also provide coverage, and adequate
reimbursement.

In addition, the federal government and state legislatures have continued to implement cost containment programs, including price controls and restrictions
on coverage and reimbursement. To contain costs, governmental healthcare programs and third-party payors are increasingly challenging the price,
scrutinizing the medical necessity and reviewing the cost-effectiveness of medical treatments.

Outside of the United States, reimbursement systems vary significantly by country. Many foreign markets, including Japan, have government-managed
healthcare systems that govern reimbursement for psychiatric treatments and procedures. Additionally, some foreign reimbursement systems provide for
limited payments in a given period and therefore result in extended payment periods. If adequate levels of reimbursement from third-party payors outside of
the United States are not obtained, international sales of our products may not materialize or grow significantly.

The marketability of our products may suffer if the government and third-party payors fail to provide adequate coverage and reimbursement. Even if
favorable coverage and reimbursement status is attained, less favorable coverage policies and reimbursement rates may be implemented in the future.

If we are unable to adequately train psychiatrists and other treatment providers on the safe and appropriate use of our products, we may be unable to
achieve our expected growth.

There is a learning process involved for treatment providers to become proficient in the use of our products, which requires us to spend considerable time
and resources for training. It is critical to the success of our commercialization efforts to train a sufficient number of psychiatrists and to provide them with
adequate, ongoing instruction and training in the use of our products. This training process generally requires psychiatrists to review and study product
materials, engage in multi-day, hands-on training sessions for up to four hours a day and participate in a multi-day observational period prior to treating
patients independently. This training process may also take longer than expected or be more complicated than the psychiatrists or their personnel are
comfortable with and may therefore affect our ability to increase sales. Convincing psychiatrists to dedicate the time and energy necessary for adequate
training is challenging, and we may not be successful in these efforts.

Psychiatrists and patients may be slow to adopt and use TMS therapies.

TMS therapy is an emerging treatment option for patients suffering from MDD. As a result, psychiatrist and patient awareness of TMS therapy as a
treatment option for MDD, and experience with TMS therapies, is limited. Our success depends in large part on our ability to educate and train psychiatrist
and patients, and successfully demonstrate the safety, tolerability, ease of use, efficacy, cost effectiveness and other merits of our NeuroStar Advanced
Therapy System. We have been engaging in an active marketing campaign to raise awareness of our NeuroStar Advanced Therapy System and its benefits
among psychiatrists, but we cannot assure you that these efforts will be successful or that they will not prove to be cost-prohibitive. Some psychiatrists may
also find the initial patient set up and the subsequent procedures for future treatment sessions to be difficult or complicated, or could be wary of
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the initial investment required for the purchase of the NeuroStar Advanced Therapy System, which may impact their decision to purchase or use the
NeuroStar Advanced Therapy System as part of their practice. Similarly, psychiatrists may find it difficult to hire additional staff, allocate sufficient space or
operationalize our NeuroStar Advanced Therapy System, which could slow its adoption.

In addition, psychiatrists may not derive sufficient cash flow from using the NeuroStar Advanced Therapy Systems due to their own practice economics or
otherwise. Failure to achieve economic benefits from the purchase or use of the NeuroStar Advanced Therapy System would adversely affect our
customers’ purchase of treatment sessions. These factors could also reduce the number of procedures performed using our NeuroStar Advanced Therapy
System, and if we do not facilitate the utilization of our products by our customers, our revenues and results of operations could be harmed.

In addition, in January 2018, we completed enrollment in a multicenter, prospective, randomized, sham controlled, double-blind pivotal clinical trial to
evaluate our NeuroStar Advanced Therapy System to treat adolescents with MDD. Based on a preliminary analysis we conducted in the second quarter of
2018, the primary endpoint in the initial phase of the ongoing trial was not met. These clinical trial results may have a potential adverse impact on the
market perception of our NeuroStar Advanced Therapy System.

Our success depends in part upon patient satisfaction with the effectiveness of our NeuroStar Advanced Therapy System.

In order to generate repeat and referral business, patients must be satisfied with the effectiveness of our NeuroStar Advanced Therapy System. Clinical
studies demonstrate that, in order to be effective, our products must be used for a period of four to six weeks, and require a patient to return to a
psychiatrist’s office five days a week during that period in order to receive the recommended course of treatment. Since patients who achieve response or
remission using our therapy will obtain these results gradually over this treatment period, their perception of their results may vary depending on their
compliance with the prescribed treatment course.

We train our psychiatrist customers to select the appropriate patient candidates for treatment using the NeuroStar Advanced Therapy System, explain to their
patients the time-period over which the results from a treatment course can be expected to occur, and measure the success of treatments using medical
guidelines. However, our psychiatrist customers may not select appropriate patient candidates for NeuroStar Advanced Therapy treatment, which may
produce results that may not meet patients’ expectations. In addition, the efficacy of treatment is dependent on proper patient set up at the initial treatment
session and duplication of that set up at future treatment sessions. To the extent psychiatrists do not make the proper measurements for a specific patient or
use the same procedures at each treatment session, it could result in variability of the treatment efficacy and results for the patient. If patients are not
satisfied with the results of our NeuroStar Advanced Therapy System, our reputation and future sales will suffer.

We operate in a very competitive environment and if we are unable to compete successfully against our existing or potential competitors, our sales and
operating results may be negatively affected.

Our currently marketed products are, and any future products we develop and commercialize will be, subject to intense competition. The industry in which
we operate is subject to rapid change and is highly sensitive to the introduction of new products or other market activities of current or new industry
participants. Our ability to compete successfully will depend on our ability to develop products that reach the market in a timely manner, to receive adequate
coverage and reimbursement from third-party payors, and to successfully demonstrate to psychiatrists and patients the merits of our products compared to
those of our competitors. If we are not successful in convincing others of the merits of our
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products or educating them on the use of our products, they may not use our products or use them effectively and we may be unable to increase our sales.

We have competitors that sell other forms of TMS therapy, including Brainsway, Magstim Magventure, CloudTMS and Nexstim, that compete directly with
the NeuroStar Advanced Therapy System. Competing TMS therapy companies may develop treatments that can be administered for shorter time periods,
that have improved efficacy when compared to our products, or that require a less significant investment of resources from psychiatrists. We also face
competition from pharmaceutical and other companies that develop competitive products, such as antidepressant medications. Our commercial opportunity
could be reduced or eliminated if these competitors develop and commercialize antidepressant medications or other treatments that are safer or more
effective than the NeuroStar Advanced Therapy System. At any time, these and other potential market entrants may develop treatment alternatives that may
render our products uncompetitive.

In addition, our competitors may have more established distribution networks than we do, or may be acquired by enterprises that have more established
distribution networks than we do. Our competitors may also develop and patent processes or products earlier than we can or obtain domestic or international
regulatory clearances or approvals for competing products more rapidly than we can, which could impair our ability to develop and commercialize similar
products. We also compete with our competitors in acquiring technologies and technology licenses complementary to our products or advantageous to our
business. In addition, we compete with our competitors to engage the services of independent distributors outside the United States, both those presently
working with us and those with whom we hope to work as we expand.

We may face difficulties encountered by companies in new and evolving markets.

In assessing our prospects, you must consider the risks and difficulties frequently encountered by companies in new and evolving markets. These risks
include our ability to:
 

 •  manage rapidly changing and expanding operations;
 

 •  increase awareness of our brand and strengthen customer loyalty;
 

 •  successfully execute our business and marketing strategy;
 

 •  respond effectively to competitive pressures and developments;
 

 •  continue to develop and enhance our products and products in development;
 

 •  obtain regulatory clearance or approval to commercialize new products and enhance our existing products;
 

 •  refrain from infringing on the intellectual property rights of others, and maintaining appropriate legal policies and procedures;
 

 •  expand our presence in existing and commence operations in new international markets; and
 

 •  attract, retain and motivate qualified personnel.

If we are unable to successfully expand our sales and customer support team and adequately address our customers’ needs, it could negatively impact
sales and market acceptance of our products and we may never generate sufficient revenues to achieve or sustain profitability.

As of December 31, 2017, our sales organization consisted of five independent distributors in five countries, and 106 professionals on our sales and
customer support team. Our operating results are directly dependent upon the sales and marketing efforts of our sales and customer support team and our
independent third party distributors outside of the United States. If our employees or our independent distributors fail to adequately promote, market and sell
our products, our sales could significantly decrease.
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In addition, our future sales will largely depend on our ability to increase our marketing efforts and adequately address our customers’ needs. We believe it
is necessary to expand our sales force, including by hiring additional sales representatives or distributors with specific technical backgrounds that can
support our customers’ needs.

As we launch new products, expand our product offerings to new indications and increase our marketing efforts with respect to existing products, we will
need to expand the reach of our marketing and sales networks. Our future success will depend largely on our ability to continue to hire, train, retain and
motivate skilled employees, and distributors with significant technical knowledge in various areas. New hires require training and take time to achieve full
productivity. If we fail to train new hires adequately, or if we experience high turnover in our sales force in the future, new hires may not become as
productive as may be necessary to maintain or increase our sales. If we are unable to expand our sales and marketing capabilities domestically and
internationally, we may be unable to effectively commercialize our products.

The loss of our senior management or our inability to attract and retain highly skilled executives, salespeople and product development personnel could
negatively impact our business.

Our success depends on the skills, experience and performance of the members of our executive management team. The individual and collective efforts of
these employees will be important as we continue to develop our products and as we expand our commercial activities. We believe that it is challenging to
identify individuals with the requisite skills to serve in many of our key positions, and the loss or incapacity of existing members of our executive
management team could negatively impact our operations. Other than our Chief Executive Officer, we do not maintain key man life insurance with any of
our employees. The existence of our Chief Executive Officer’s employment agreement does not guarantee our retention of our Chief Executive Officer for
any period of time.

Our commercial, supply chain and research and development programs and operations depend on our ability to attract and retain highly skilled managers,
salespeople and product development and customer training personnel. We may be unable to attract or retain qualified managers, salespeople or product
development and customer training personnel in the future due to the competition for qualified personnel in the medical treatment and device fields. We also
face competition from universities and public and private research institutions in recruiting and retaining highly qualified scientific personnel. Recruiting
and retention difficulties can limit our ability to support our commercial, supply chain and research and development programs. The loss of key employees,
the failure of any key employee to perform or our inability to attract and retain skilled employees, as needed, or an inability to effectively plan for and
implement a succession plan for key employees could harm our business.

Our long-term growth depends on our ability to commercialize our approved products for current and future indications and to develop and
commercialize additional products through our research and development efforts. If we fail to do so we may be unable to compete effectively.

In order to increase our future revenues, we must successfully enhance our existing product offerings and introduce new products in response to changing
customer demands and competitive pressures and technologies. Our industry is characterized by intense competition, including from lower-cost competitors,
rapid technological changes, new product introductions and enhancements and evolving industry standards. We also face competition from large
pharmaceutical companies with greater capital. Our business prospects depend in part on our ability to develop and commercialize new products and
applications for our technology, including in new markets that develop as a result of technological, pharmaceutical and scientific advances, while improving
the performance and cost-effectiveness of our products. New pharmaceutical products, technologies, techniques or other products could emerge that might
offer better combinations of price and performance than our products. It is important that we
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anticipate changes in technology and market demand, as well as psychiatrist practices to successfully develop, obtain clearance or approval, if required, and
successfully introduce new, enhanced and competitive technologies to meet our prospective customers’ needs on a timely and cost-effective basis.

We might be unable to successfully further commercialize or develop or obtain regulatory clearances or approvals to market new products or our existing
products for additional indications. For example, our NeuroStar Advanced Therapy System did not meet the primary endpoint in the initial phase of the
clinical trial of adolescents with MDD. While we intend to complete the remaining phases of this clinical trial, in light of these results we are unlikely to
seek clearance for this indication. Additionally, these products and any future products, even if cleared, might not be accepted by psychiatrists or the third-
party payors who reimburse for the procedures performed with our products. The success of any new product offering or enhancement to an existing product
will depend on numerous additional factors, including our ability to:
 

 •  properly identify and anticipate clinician and patient needs;
 

 •  demonstrate the benefits associated with the use or our products when compared to the products and devices of our competitors;
 

 •  develop and introduce new products or product enhancements in a timely manner;
 

 •  adequately protect our intellectual property and avoid infringing upon the intellectual property rights of third parties;
 

 •  demonstrate the safety and efficacy of new products; and
 

 •  obtain the necessary regulatory clearances or approvals for new products or product enhancements.

If we do not develop and obtain regulatory clearances or approvals for new products or indications or product enhancements in time to meet market demand,
or if there is insufficient demand for these products or enhancements, our results of operations will suffer. Our research and development efforts may require
a substantial investment of time and resources before we are adequately able to determine the commercial viability of a new product, technology, material or
other innovation. In addition, even if we are able to develop enhancements or new generations of our products successfully, these enhancements or new
generations of products may not produce sales in excess of the costs of development and they may be quickly rendered obsolete by changing customer
preferences or the introduction by our competitors of products embodying new technologies or features.

Nevertheless, we must carefully manage our introduction of new products. If potential customers believe such products will offer enhanced features or be
sold for a more attractive price, they may delay purchases until such products are available. We may also have excess or obsolete inventory as we transition
to new products, and we have limited experience in managing product transitions.

We rely on single-source suppliers for some components used in our NeuroStar Advanced Therapy System and on a single manufacturer for the
assembly of our NeuroStar Advanced Therapy System, and we may be unable to find replacements or immediately transition to alternative parties for
these components.

We rely on single-source suppliers for some components used in our NeuroStar Advanced Therapy System, and we do not have long-term supply contracts
with these suppliers. Furthermore, we rely on a single manufacturer for the assembly of the mobile console and patient positioning system used in our
NeuroStar Advanced Therapy System. For us to be successful, our suppliers and contract manufacturer must be able to provide us with components in
substantial quantities, in compliance with regulatory requirements, in accordance with agreed upon specifications, at acceptable costs and on a timely basis.
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While these suppliers have generally met our demand requirements on a timely basis in the past, their ability and willingness to continue to do so going
forward may be limited for several reasons, including our lack of long-term agreements with those suppliers, our relative importance as a customer of those
suppliers, or, as applicable, their ability to produce the components for or provide assembly services to manufacture our NeuroStar Advanced Therapy
System. An interruption in our commercial operations could occur if we encounter delays or difficulties in securing these components or manufactured
products, if we cannot obtain an acceptable substitute.

Any transition to a new supplier or contract manufacturer could be time-consuming and expensive, may result in interruptions in our operations and product
delivery, could affect the performance specifications of our NeuroStar Advanced Therapy System or could require that we modify its design. If we are
required to change our contract manufacturer, we will be required to verify that the new manufacturer maintains facilities, procedures and operations that
comply with our quality and applicable regulatory requirements, which could further impede our ability to manufacture our products in a timely manner. If
the change in manufacturer results in a significant change to any product, a new 510(k) clearance from the FDA or similar non-U.S. regulatory authorization
may be necessary before we implement the change, which could cause a substantial delay. We cannot assure you that we will be able to identify and engage
alternative suppliers or contract manufacturers on similar terms or without delay. Furthermore, our contract manufacturer could require us to move to a
different production facility. The occurrence of any of these events could harm our ability to meet the demand for our NeuroStar Advanced Therapy System
in a timely and cost-effective manner.

We may be unable to manage our anticipated growth effectively, which could make it difficult to execute our business strategy.

We have been growing rapidly and have a relatively short history of operating as a commercial company. For example, our revenues grew from
$34.2 million for the year ended December 31, 2016 to $40.4 million for the year ended December 31, 2017. We intend to continue to grow our business
operations and may experience periods of rapid growth and expansion. This anticipated growth could create a strain on our organizational, administrative
and operational infrastructure, including our supply chain operations, quality control, technical support and customer service, sales force management and
general and financial administration. We may be unable to maintain the quality, or delivery timelines, of our products or customer service or satisfy
customer demand if our business grows too rapidly. Our ability to manage our growth properly will require us to continue to improve our operational,
financial and management controls, and our reporting systems and procedures. We may implement new enterprise software systems in a number of areas
affecting a broad range of business processes and functional areas. The time and resources required to implement these new systems is uncertain and failure
to complete this in a timely and efficient manner could harm our business.

As our commercial operations and sales volume grow, we will need to continue to increase our workflow capacity for our supply chain, customer service,
training and education personnel, billing, accounting reporting and general process improvements and expand our internal quality assurance program,
among other things. Because our products require us to devote significant resources to training our customers on the use, and educating our customers on the
benefits, of our products, we will be required to expand these personnel as we increase our sales efforts. We may not successfully implement these increases
in scale or the expansion of our personnel, which could harm our business.

We rely and in the future expect to rely on a network of third-party distributors to market and distribute our products internationally, and if we are
unable to maintain and expand this network, we may be unable to generate anticipated sales.

We rely, and expect to rely in the future, on a network of third-party distributors to market and distribute our products in international markets. We currently
sell our products in five countries outside
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of the United States and plan to market and sell our products through our exclusive distribution agreement in Japan once we attain reimbursement approval.
We are assessing the opportunity to continue expanding into other international markets. We may face significant challenges and risks in managing a
geographically dispersed distribution network. We have limited ability to control any third-party distributors. Our distributors may be unable to successfully
market and sell our products and may not devote sufficient time and resources to support the marketing, sales, education and training efforts that we believe
enable the products to develop, achieve or sustain market acceptance. Additionally, in some international jurisdictions, we rely on our distributors to manage
the regulatory process, while complying with all applicable rules and regulations, and we are dependent on their ability to do so effectively. In addition, if a
dispute arises with a distributor or if a distributor is terminated by us or goes out of business, it may take time to locate an alternative distributor, to seek
appropriate regulatory approvals and to train new personnel to market our products, and our ability to sell those systems in the region formerly serviced by
such terminated distributor could be harmed. Any of these factors could reduce our revenues from affected markets, increase our costs in those markets or
damage our reputation. In addition, if an independent distributor were to depart and be retained by one of our competitors, we may be unable to prevent that
distributor from helping competitors solicit business from our existing customers, which could further adversely affect our sales. As a result of our reliance
on third-party distributors, we may be subject to disruptions and increased costs due to factors beyond our control, including labor strikes, third-party error
and other issues. If the services of any of these third-party distributors become unsatisfactory, we may experience delays in meeting our customers’ demands
and we may be unable to find a suitable replacement on a timely basis or on commercially reasonable terms. Any failure to deliver products in a timely
manner may damage our reputation and could cause us to lose potential customers.

We face risks associated with our international business.

We currently market and sell our products in five countries outside of the United States, including Japan, and plan to market and sell our products through
our exclusive distribution agreement in Japan. Once we attain satisfactory reimbursement approval, we expect that sales of our NeuroStar Advanced
Therapy System in Japan will increase.

The sale and shipment of our products across international borders, as well as the purchase of components and products from international sources, subjects
us to extensive U.S. and other foreign governmental trade, import and export and customs regulations and laws. Compliance with these regulations and laws
is costly and exposes us to penalties for non-compliance. We expect our international activities will be dynamic over the foreseeable future as we continue to
pursue opportunities in international markets. Our international business operations are subject to a variety of risks, including:
 

 •  difficulties in staffing and managing foreign and geographically dispersed operations, to the extent we establish non-U.S. operations;
 

 •  differing and multiple payor reimbursement regimes, government payors or patient self-pay systems;
 

 •  difficulties in determining and creating the proper sales pathway in new, international markets;
 

 
•  compliance with various U.S. and international laws, including export control laws and the U.S. Foreign Corrupt Practices Act of 1977, or

the FCPA, and anti-money laundering laws;
 

 •  differing regulatory requirements for obtaining clearances or approvals to market our products;
 

 
•  changes in, or uncertainties relating to, foreign rules and regulations that may impact our ability to sell our products, perform services or

repatriate profits to the United States;
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•  tariffs and trade barriers, export regulations, sanctions and other regulatory and contractual limitations on our ability to sell our products in

certain foreign markets;
 

 
•  potential adverse tax consequences, including imposition of limitations on or increase of withholding and other taxes on remittances and

other payments by foreign subsidiaries or joint ventures;
 

 •  imposition of differing labor laws and standards;
 

 •  armed conflicts or economic, political or social instability in foreign countries and regions;
 

 •  fluctuations in foreign currency exchange rates;
 

 
•  an inability, or reduced ability, to protect our intellectual property, including any effect of compulsory licensing imposed by government

action; and
 

 •  availability of government subsidies or other incentives that benefit competitors in their local markets that are not available to us.

We are assessing the opportunity to expand into other international markets. However, our expansion plans may not be realized, or if realized, may not be
successful. We expect each market to have particular regulatory hurdles to overcome, and future developments in these markets, including the uncertainty
relating to governmental policies and regulations, could harm our business.

Our employees, consultants, distributors and other commercial partners may engage in misconduct or other improper activities, including
non-compliance with regulatory standards and requirements.

We are exposed to the risk that our employees, consultants, distributors and other commercial partners may engage in inappropriate, fraudulent or illegal
activity. Misconduct by these parties could include intentional, reckless or negligent conduct or other unauthorized activities that violate the regulations of
the FDA and other U.S. healthcare regulators, as well as non-U.S. regulators, including by violating laws requiring the reporting of true, complete and
accurate information to such regulators, manufacturing standards, healthcare fraud and abuse laws and regulations in the United States and abroad or laws
that require the true, complete and accurate reporting of financial information or data. In particular, sales, marketing and business arrangements in the
healthcare industry, including the sale of medical devices, are subject to extensive laws and regulations intended to prevent fraud, misconduct, kickbacks,
self-dealing and other abusive practices. These laws and regulations may restrict or prohibit a wide range of pricing, discounting, marketing and promotion,
sales commission, customer incentive programs and other business arrangements. It is not always possible to identify and deter misconduct by our
employees, distributors and other third parties, and the precautions we take to detect and prevent this activity may not be effective in controlling unknown or
unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits stemming from a failure to comply with these
laws or regulations. These risks may be more pronounced, and we may find that the processes and policies we have implemented are not effective at
preventing misconduct. If any actions are instituted against us and we are not successful in defending ourselves or asserting our rights, those actions could
result in the imposition of significant fines or other sanctions, including the imposition of civil, criminal and administrative penalties, damages, monetary
fines, individual imprisonment, disgorgement, possible exclusion from participation in government healthcare programs, additional reporting obligations
and oversight if we becomes subject to a corporate integrity agreement or other agreement to resolve allegations of non-compliance with these laws,
contractual damages, reputational harm, diminished profits and future earnings and the curtailment of our operations. Whether or not we are successful in
defending against such actions or investigations, we could incur substantial costs, including legal fees, and divert the attention of management in defending
ourselves against any of these claims or investigations.
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We rely in part on third parties to conduct our clinical trials. If these third parties fail to perform their duties on time or as expected, we may not be able
to obtain regulatory approval for additional indications that we may seek for the NeuroStar Advanced Therapy System.

Our clinical trials are managed by our own staff and personnel, but we rely in part upon certain third-parties, including clinical trial sites, medical
institutions, clinical research organizations, or CROs, and private practices, for, among other things, site monitoring, statistical work and electronic data
capture in our clinical trials. Nevertheless, we are responsible for ensuring that each of our clinical trials is conducted in accordance with applicable
protocols, and legal, regulatory and scientific standards, including current good clinical practices, or cGCPs, which are regulations and guidelines enforced
by the FDA and comparable foreign regulatory authorities for clinical trials. If we or any such third parties fail to comply with applicable cGCPs, the
clinical data generated in such trials may be deemed unreliable and the FDA or comparable foreign regulatory authorities may require us to perform
additional clinical trials before approving a marketing application for any particular indication. In addition, if such third parties do not devote sufficient time
and resources to our clinical trials or otherwise carry out their contractual duties or obligations or meet expected deadlines, if they need to be replaced or if
the quality or accuracy of the clinical data they assist in obtaining is compromised due to the failure to adhere to our clinical protocols, regulatory
requirements or for other reasons, our clinical trials may be extended, delayed or terminated, and we may not be able to obtain regulatory approval for or
successfully commercialize our product candidates in a specified indication.

If product liability lawsuits are brought against us, our business may be harmed, and we may be required to pay damages that exceed our insurance
coverage.

Our business exposes us to potential product liability claims that are inherent in the testing, manufacture and sale of medical devices for the treatment of
MDD. Our treatments are designed for patients who suffer from significant psychiatric disorders, and these patients are more likely to experience significant
adverse health outcomes, which could increase the risk of product liability lawsuits. Furthermore, if psychiatrists are not sufficiently trained in the use of our
products, they may misuse or ineffectively use our products, which may result in unsatisfactory patient outcomes. We could become the subject of product
liability lawsuits alleging that component failures, malfunctions, manufacturing flaws, design defects or inadequate disclosure of product-related risks or
product-related information resulted in an unsafe condition or injury to patients.

Regardless of the merit or eventual outcome, product liability claims may result in:
 

 •  decreased demand for our products;
 

 •  injury to our reputation;
 

 •  significant litigation costs;
 

 •  substantial monetary awards to or costly settlements with patients;
 

 •  product recalls;
 

 •  material defense costs;
 

 •  loss of revenues;
 

 •  the inability to commercialize new products or product candidates; and
 

 •  diversion of management attention from pursuing our business strategy.

Our existing product liability insurance coverage may be inadequate to protect us from any liabilities we might incur. If a product liability claim or series of
claims is brought against us for uninsured liabilities or in excess of our insurance coverage, our business could suffer. Any product liability claim brought
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against us, with or without merit, could result in the increase of our product liability insurance rates or the inability to secure coverage in the future. In
addition, a recall of some of our products, whether or not the result of a product liability claim, could result in significant costs and loss of customers.

Our insurance policies protect us only from some business risks, which will leave us exposed to significant uninsured liabilities.

We do not carry insurance for all categories of risk that our business may encounter. Some of the policies we currently maintain include general liability,
cybersecurity liability, employee benefits liability, property, umbrella, workers’ compensation, products and clinical trial liability and directors’ and officers’
insurance. We do not know, however, if these policies will provide us with adequate levels of coverage. Any significant uninsured liability may require us to
pay substantial amounts, which would adversely affect our cash position and results of operations.

We bear the risk of warranty claims on our products.

We bear the risk of warranty claims on the products we supply for two years from the date of delivery. We have a warranty reserve of $0.6 million at
December 31, 2017. There can be no assurance that we will not face increased claims in the future. We may not be successful in claiming recovery under
any warranty or indemnity provided to us by our suppliers or vendors in the event of a successful warranty claim against us by a customer or that any
recovery from such vendor or supplier would be adequate. In addition, warranty claims brought by our customers related to third-party components may
arise after our ability to bring corresponding warranty claims against such suppliers expires, which could result in costs to us.

We could be negatively impacted by violations of applicable anti-corruption laws or violations of our internal policies designed to ensure ethical
business practices.

We operate in a number of countries throughout the world, including in countries that do not have as strong a commitment to anti-corruption and ethical
behavior that is required by U.S. laws or by our corporate policies. We are subject to the risk that we, our U.S. employees or any future employees or
consultants located in other jurisdictions or any third parties such as our distributors that we engage to do work on our behalf in foreign countries may take
action determined to be in violation of anti-corruption laws in any jurisdiction in which we conduct business, including the FCPA. The FCPA generally
prohibits covered entities and their intermediaries from engaging in bribery or making other prohibited payments, offers or promises to foreign officials for
the purpose of obtaining or retaining business or other advantages. In addition, the FCPA imposes recordkeeping and internal controls requirements on
publicly traded corporations and their foreign affiliates, which are intended to, among other things, prevent the diversion of corporate funds to the payment
of bribes and other improper payments, and to prevent the establishment of “off books” slush funds from which such improper payments can be made.

We will face significant risks if we fail to comply with the FCPA and other laws that prohibit improper payments, offers or promises of payment to foreign
governments and their officials and political parties by us and other business entities for the purpose of obtaining or retaining business or other advantages.
In many foreign countries, particularly in countries with developing economies, it may be a local custom that businesses operating in such countries engage
in business practices that are prohibited by the FCPA or other laws and regulations. We have implemented or are in the process of implementing company
policies relating to compliance with the FCPA and similar laws. However, such policies may not be effective at preventing all potential FCPA or other
violations. Although our agreements with our international distributors state our expectations for our distributors’ compliance with U.S. laws, including the
FCPA, and provide us with various remedies upon any non-compliance, including the ability to terminate the agreement, our distributors may not comply
with U.S. laws, including the FCPA.
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Any violation of the FCPA or any similar anti-corruption law or regulation could result in substantial fines, sanctions, civil and/or criminal penalties and
curtailment of operations in certain jurisdictions and might harm our business, financial condition or results of operations.

If we experience significant disruptions in our information technology systems, our business may be adversely affected.

We depend on our information technology systems for the efficient functioning of our business, including for our TrakStar system and accounting, data
storage, compliance, purchasing and inventory management. We do not have redundant systems at this time. While we will attempt to mitigate interruptions,
we may experience difficulties in implementing upgrades to our information technology systems, which would impact our business operations, or
experience difficulties in operating our business during the upgrade, either of which could disrupt our operations, including our ability to provide customers
with data on patient outcomes, track the usage of our products, timely ship and track product orders, project inventory requirements, manage our supply
chain and otherwise adequately service our customers or disrupt our customers’ ability to access patient data or use our products for treatments. In the event
we experience significant disruptions as a result of the current implementation of our information technology systems, we may be unable to repair our
systems in an efficient and timely manner. Accordingly, such events may disrupt or reduce the efficiency of our entire operation and have a material adverse
effect on our results of operations and cash flows. Currently we carry business interruption coverage to mitigate any potential losses, but we cannot be
certain that such potential losses will not exceed our policy limits.

We are increasingly dependent on sophisticated information technology for our infrastructure. Our information systems require an ongoing commitment of
significant resources to maintain, protect and enhance existing systems. Failure to maintain or protect our information systems and data integrity effectively
could have a materially adverse effect on our business.

Performance issues, service interruptions or price increases by our shipping carriers could adversely affect our business and harm our reputation and
ability to provide our services on a timely basis.

Expedited, reliable shipping is essential to our operations. We rely heavily on providers of transport services for reliable and secure point-to-point transport
of our products to our customers and for tracking of these shipments. Should a carrier encounter delivery performance issues such as loss, damage or
destruction of any systems, it would be costly to replace such systems in a timely manner and such occurrences may damage our reputation and lead to
decreased demand for our products and increased cost and expense to our business. In addition, any significant increase in shipping rates could adversely
affect our operating margins and results of operations. Similarly, strikes, severe weather, natural disasters or other service interruptions affecting delivery
services we use would adversely affect our ability to process orders for our products on a timely basis.

Security and privacy breaches may expose us to liability and harm our reputation and business.

As part of our business we receive and process information about our customers, partners and their patients, including protected health information, or PHI,
and we may store or contract with third parties to store our customers’ data, including PHI. PHI, a subset of individually identifiable information, is
regulated at the federal level by the Health Insurance Portability and Accountability Act, or HIPAA, as amended by the Health Information and Technology
for Economic and Clinical Health Act of 2009, or HITECH, and by various laws at the state level, as more fully described below. We are required to
safeguard PHI in accordance with HIPAA and, as a business associate, we are also directly liable for compliance with HIPAA.

While we implemented security measures relating to our NeuroStar Advanced Therapy System and TrakStar database, specifically, and our operations,
generally, those measures may not prevent security
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breaches that could harm our business. Advances in computer capabilities, inadequate technology or facility security measures or other factors may result in
a compromise or breach of our systems and the data and PHI we store and process. Our security measures may be breached as a result of actions by third
parties or employee error or malfeasance. A party who is able to circumvent our security measures or exploit inadequacies in our security measures, could,
among other things, misappropriate proprietary information, including information about our customers and their patients, cause the loss or disclosure of
some or all of this information, cause interruptions in our or our customers’ operations or expose our customers to computer viruses or other disruptions or
vulnerabilities. Any compromise of our systems or the data we store or process could implicate reporting requirements under HIPAA, result in a loss of
confidence in the security of our software, damage our reputation, disrupt our business, lead to legal liability and adversely affect our results of operations.
Moreover, a compromise of our systems could remain undetected for an extended period of time, exacerbating the impact of that compromise. Actual or
perceived vulnerabilities may lead to claims against us by our customers, their patients or other third parties, including the federal and state governments.
While our customer agreements typically contain provisions that seek to limit our liability, there is no assurance these provisions will be enforceable and
effective under applicable law. In addition, the cost and operational consequences of implementing further data protection measures could be significant.

Employment litigation and unfavorable publicity could negatively affect our future business.

Employees may, from time to time, bring lawsuits against us regarding injury, creating a hostile work place, discrimination, wage and hour, sexual
harassment and other employment issues. In recent years there has been an increase in the number of discrimination and harassment claims generally.
Coupled with the expansion of social media platforms and similar devices that allow individuals access to a broad audience, these claims have had a
significant negative impact on some businesses. Companies that have faced employment or harassment related lawsuits have had to terminate management
or other key personnel, and have suffered reputational harm that has negatively impacted their sales. If we were to face any employment related claims, our
business could be negatively affected.

The recently passed comprehensive tax reform bill could adversely affect our business and financial condition.

On December 22, 2017, President Trump signed into law new legislation, (Pub. L. 115-97), commonly referred to as the Tax Cuts and Jobs Act of 2017, that
significantly revises the Internal Revenue Code of 1986, as amended. The newly enacted federal income tax law, among other things, contains significant
changes to corporate taxation, including reduction of the corporate tax rate from a top marginal rate of 35% to a flat rate of 21%, limitation of the tax
deduction for interest expense to 30% of adjusted earnings (except for certain small businesses), limitation of the deduction for net operating losses to 80%
of current year taxable income and elimination of net operating loss carrybacks, one time taxation of offshore earnings at reduced rates regardless of
whether they are repatriated, elimination of U.S. tax on foreign earnings (subject to certain important exceptions), immediate deductions for certain new
investments instead of deductions for depreciation expense over time, and modifying or repealing many business deductions and credits. Notwithstanding
the reduction in the corporate income tax rate, the overall impact of the new federal tax law is uncertain and our business and financial condition could be
adversely affected. In addition, it is uncertain how various states will respond to the newly enacted federal tax law. The impact of this tax reform on holders
of our common stock is also uncertain and could be adverse. We urge our stockholders to consult with their legal and tax advisors with respect to this
legislation and the potential tax consequences of investing in or holding our common stock.

Our effective tax rate may fluctuate, and we may incur obligations in tax jurisdictions in excess of accrued amounts.

We are subject to taxation in numerous U.S. states and territories. As a result, our effective tax rate is derived from a combination of applicable tax rates in
the various places that we operate. In preparing
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our financial statements, we estimate the amount of tax that will become payable in each of such places. Nevertheless, our effective tax rate may be different
than experienced in the past due to numerous factors, including passage of the newly enacted federal income tax law, changes in the mix of our profitability
from state to state, the results of examinations and audits of our tax filings, our inability to secure or sustain acceptable agreements with tax authorities,
changes in accounting for income taxes and changes in tax laws. Any of these factors could cause us to experience an effective tax rate significantly
different from previous periods or our current expectations and may result in tax obligations in excess of amounts accrued in our financial statements.

Our operations are vulnerable to interruption or loss due to natural or other disasters, power loss, strikes and other events beyond our control.

A major earthquake, fire or other disaster, such as a major flood, seasonal storms, or terrorist attack affecting our facilities, or those of our third-party
manufacturers or suppliers, could significantly disrupt our or their operations, and delay or prevent product shipment or installation during the time required
to repair, rebuild or replace our third-party manufacturers or suppliers’ damaged manufacturing facilities. These delays could be lengthy and costly. If any of
our manufacturers’, suppliers’ or customers’ facilities are negatively impacted by a disaster, shipments of our products could be delayed. Additionally,
customers may delay purchases of our products until operations return to normal. Even if we are able to quickly respond to a disaster, the ongoing effects of
the disaster could create some uncertainty in the operations of our business. In addition, our or their facilities may be subject to a shortage of available
electrical power and other energy supplies. Any shortages may increase our costs for power and energy supplies or could result in blackouts, which could
disrupt the operations of our affected facilities and harm our business. In addition, concerns about terrorism, the effects of a terrorist attack, political turmoil
or an outbreak of epidemic diseases could have a negative effect on our operations.

We may seek to grow our business through acquisitions or investments in new or complementary businesses, products or technologies, through the
licensing of products or technologies from third parties. The failure to manage acquisitions, investments, licenses or other strategic alliances, or the
failure to integrate them with our existing business, could harm our business.

Our success depends in part on our ability to continually enhance and broaden our product offerings in response to changing customer demands, competitive
pressures, technologies and market pressures. Accordingly, from time to time we may consider opportunities to acquire, make investments in or license
other technologies, products and businesses that may enhance our capabilities, complement our current products or expand the breadth of our markets or
customer base. Potential and completed acquisitions, strategic investments, licenses and other alliances involve numerous risks, including:
 

 •  difficulty assimilating or integrating acquired or licensed technologies, products or business operations;
 

 •  issues maintaining uniform standards, procedures, controls and policies;
 

 
•  unanticipated costs associated with acquisitions or strategic alliances, including the assumption of unknown or contingent liabilities and the

incurrence of debt or future write-offs of intangible assets or goodwill;
 

 •  diversion of management’s attention from our core business and disruption of ongoing operations;
 

 •  adverse effects on existing business relationships with suppliers, distributors and customers;
 

 •  risks associated with entering new markets in which we have limited or no experience;
 

 •  potential losses related to investments in other companies;
 

 •  potential loss of key employees of the acquired businesses; and
 

 •  increased legal and accounting compliance costs.
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We do not know if we will be able to identify acquisitions or strategic relationships we deem suitable, whether we will be able to successfully complete any
such transactions on favorable terms or at all or whether we will be able to successfully integrate any acquired business, product or technology into our
business or retain any key personnel, suppliers or distributors.

Foreign acquisitions involve unique risks in addition to those mentioned above, including those related to integration of operations across different cultures,
languages and legal and regulatory environments, currency risks and the particular economic, political and regulatory risks associated with specific
countries.

To finance any acquisitions, investments or strategic alliances, we may choose to issue shares of our common stock or other equity-linked securities as
consideration, which could dilute the ownership of our stockholders. Additional funds may not be available on terms that are favorable to us, or at all. If the
price of our common stock is low or volatile, we may be unable to consummate any acquisitions, investments or strategic alliances using our stock as
consideration.

Risks Related to Intellectual Property

If we are not able to obtain and enforce patent protection for our technologies, products, or product candidates, development and commercialization of
our products and product candidates may be adversely affected.

Our commercial success will depend in part on our success in obtaining and maintaining issued patents and other intellectual property rights in the United
States and elsewhere and protecting our proprietary technology. If we do not adequately protect our intellectual property and proprietary technology,
competitors may be able to use our technologies and erode or negate any competitive advantage we may have, which could harm our business and ability to
achieve profitability.

We have applied, and we intend to continue applying, for patents covering aspects of our technologies that we deem appropriate. However, the patent
process is expensive and time consuming, and we may not be able to apply for patents on certain aspects of our current or future products and other
technologies in a timely fashion, at a reasonable cost, in all jurisdictions, or at all, and any potential patent coverage we obtain may not be sufficient to
prevent substantial competition. As of December 31, 2017, we owned or licensed 30 issued or allowed U.S. patents and 49 issued or allowed foreign patents
and we owned or licensed seven pending U.S. patent applications and 14 pending foreign patent applications. Assuming all required fees are paid, issued
U.S. patents owned by us will expire between 2019 and 2027.

We cannot offer any assurances about which, if any, patents will issue or whether any issued patents will be found invalid and unenforceable or will be
threatened by third parties. Any patent applications we file may be challenged and may not result in issued patents or may be invalidated or narrowed in
scope after they are issued. We also cannot provide any assurances that any of our patents have, or that any of our pending patent applications that mature
into issued patents will include, claims with a scope sufficient to protect and provide exclusivity for our products, any additional features we develop for our
products or any new products. Other parties may have designed around our claims or developed technologies that may be related or competitive to our
platform, may have filed or may file patent applications and may have received or may receive patents that overlap or conflict with our patent applications,
either by claiming the same methods or devices or by claiming subject matter that could dominate our patent position. Any successful opposition to these
patents or any other patents owned by or, if applicable in the future, licensed to us could deprive us of rights necessary for the practice of our technologies or
the successful commercialization of any products or product candidates that we may develop. Since patent applications in the US and most other countries
are confidential for a period of time after filing, we
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cannot be certain that we or our licensors were the first to file any patent application related to our technologies, products, or product candidates.
Furthermore, an interference proceeding can be provoked by a third party or instituted by the United States Patent and Trademark Office, or the USPTO, to
determine who was the first to invent any of the subject matter covered by the patent claims of our applications for any application with an effective filing
date before March 16, 2013.

The patent positions of medical device companies, including our patent position, may involve complex legal and factual questions, and, therefore, the scope,
validity and enforceability of any patent claims that we may obtain cannot be predicted with certainty. Patents, if issued, may be challenged, deemed
unenforceable, invalidated or circumvented. Once granted, patents may remain open to opposition, interference, re-examination, post-grant review, inter
partes review, nullification or derivation action in court or before patent offices or similar proceedings for a given period after allowance or grant, during
which time third parties can raise objections against such initial grant. Proceedings challenging our patents, which may continue for a protracted period of
time, could result in either loss of the patent or denial of the patent application or loss or reduction in the scope of one or more of the claims of the patent or
patent application. In addition, such proceedings may be costly. Thus, any patents that we may own may not provide any protection against competitors.
Furthermore, an adverse decision in an interference proceeding can result in a third party receiving the patent right sought by us, which in turn could affect
our ability to commercialize our products.

Furthermore, though an issued patent is presumed valid and enforceable, its issuance is not conclusive as to its validity or its enforceability and it may not
provide us with adequate proprietary protection or competitive advantages against competitors with similar products. Competitors may also be able to
design around our patents. Other parties may develop and obtain patent protection for alternative and possibly more effective technologies, designs or
methods. We may be unable to prevent the unauthorized disclosure or use of our technical knowledge or trade secrets by consultants, suppliers, vendors,
former employees and current employees. The laws of some foreign countries do not protect our proprietary rights to the same extent as the laws of the
United States, and we may encounter significant problems in protecting our proprietary rights in these countries.

Our ability to enforce our patent rights depends on our ability to detect infringement. It may be difficult to detect infringers who do not advertise the
components that are used in their products. Moreover, it may be difficult or impossible to obtain evidence of infringement in a competitor’s or potential
competitor’s product. We may not prevail in any lawsuits that we initiate and the damages or other remedies awarded if we were to prevail may not be
commercially meaningful.

In addition, proceedings to enforce or defend our patents could put our patents at risk of being invalidated, held unenforceable or interpreted narrowly. Such
proceedings could also provoke third parties to assert claims against us, including that some or all of the claims in one or more of our patents are invalid or
otherwise unenforceable. If any of our patents covering our products are invalidated or found unenforceable, or if a court found that valid, enforceable
patents held by third parties covered one or more of our products, our competitive position could be harmed or we could be required to incur significant
expenses to enforce or defend our rights. If we initiate lawsuits to protect or enforce our patents, or litigate against third party claims, such proceedings
would be expensive and would divert the attention of our management and technical personnel.

The degree of future protection for our proprietary rights is uncertain, and we cannot ensure that:
 

 
•  any of our patents, or any of our pending patent applications, if issued, or those of our licensors, will include claims having a scope

sufficient to protect our products;
 

 •  any of our pending patent applications or those of our licensors may issue as patents;
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•  others will not or may not be able to make, use, offer to sell, or sell products that are the same as or similar to our own but that are not

covered by the claims of the patents that we own or license;
 

 
•  we will be able to successfully commercialize our products on a substantial scale, if approved, before the relevant patents that we own or

license expire;
 

 •  we were the first to make the inventions covered by each of the patents and pending patent applications that we own or license;
 

 •  we or our licensors were the first to file patent applications for these inventions;
 

 •  others will not develop similar or alternative technologies that do not infringe the patents we own or license;
 

 •  any of the patents we own or license will be found to ultimately be valid and enforceable;
 

 
•  any patents issued to us or our licensors will provide a basis for an exclusive market for our commercially viable products or will provide

us with any competitive advantages;
 

 
•  a third party may not challenge the patents we own or license and, if challenged, a court would hold that such patents are valid, enforceable

and infringed;
 

 •  we may develop or in-license additional proprietary technologies that are patentable;
 

 •  the patents of others will not have an adverse effect on our business;
 

 
•  our competitors do not conduct research and development activities in countries where we do not have enforceable patent rights and then

use the information learned from such activities to develop competitive products for sale in our major commercial markets;
 

 •  we will develop additional proprietary technologies or products that are separately patentable; or
 

 •  our commercial activities or products will not infringe upon the patents of others.

Where we obtain licenses from or collaborate with third parties, in some circumstances, we may not have the right to control the preparation, filing and
prosecution of patent applications, or to maintain the patents, covering technology that we license from third parties, or such activities, if controlled by us,
may require the input of such third parties. We may also require the cooperation of our licensors and collaborators to enforce any licensed patent rights, and
such cooperation may not be provided. Therefore, these patents and applications may not be prosecuted and enforced in a manner consistent with the best
interests of our business. Moreover, if we do obtain necessary licenses, we will likely have obligations under those licenses, and any failure to satisfy those
obligations could give our licensor the right to terminate the license. Termination of a necessary license, or expiration of licensed patents or patent
applications, could have a material adverse impact on our business.

Our inability to effectively protect our proprietary technologies could harm our competitive position.

Although our competitors have utilized and are expected to continue utilizing technologies similar to ours, our success will depend upon our ability to
protect and continue to develop proprietary technologies and products and to defend any advantages afforded to us relative to our competitors. If we do not
protect our intellectual property adequately, competitors may be able to use our technologies and thereby erode any competitive advantages we may have.
For example, patents for our core technology will begin to expire in the United States in 2024, and our patents outside of the United States are expected to
remain in effect until between 2024 and 2035. We will be able to protect our proprietary rights from unauthorized use by third parties only to the extent that
our proprietary technologies are covered by valid and enforceable patents or are effectively maintained as trade secrets. We have
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agreements with our employees and selected consultants that obligate them to assign their inventions to us. If the employees and consultants who are parties
to these agreements breach or violate the terms of these agreements, including by refusing or being unavailable to sign assignments, oaths, declarations or
other documents, we may not have adequate remedies for any such breach or violation, and we could lose our rights in inventions through such breaches or
violations. Furthermore, it is possible that technology relevant to our business will be independently developed by a person that is not a party to such an
agreement.

The lives of our patents may not be sufficient to effectively protect our products and business.

Patents have a limited lifespan. In the US, the natural expiration of a patent is generally 20 years after its first effective non-provisional filing date. Although
various extensions may be available, the life of a patent, and the protection it affords, is limited. Even if patents covering our technologies, products, or
product candidates are obtained, once the patent life has expired, we may be open to competition. Patents covering some of our core technology have
expired or will expire within the next five years. In addition, although upon issuance in the United States a patent’s life can be increased based on certain
delays caused by the USPTO, this increase can be reduced or eliminated based on certain delays caused by the patent applicant during patent prosecution. If
we do not have sufficient patent life to protect our technologies, products, and product candidates, our business and results of operations will be adversely
affected.

Litigation or other proceedings or third-party claims of intellectual property infringement could require us to spend significant time and money and
could prevent us from selling our products.

Our commercial success will depend in part on not infringing the patents or violating the other proprietary rights of others. We cannot assure you that our
operations do not, or will not in the future, infringe existing or future patents. Our activities may be subject to claims that we infringe or otherwise violate
patents owned or controlled by third parties.

Numerous U.S. and foreign patents and pending patent applications exist in our market that are owned by third parties. Our competitors in both the United
States and abroad, many of which have substantially greater resources and have made substantial investments in patent portfolios and competing
technologies, may have applied for or obtained or may in the future apply for and obtain, patents that will prevent, limit or otherwise interfere with our
ability to make, use and sell our products. We do not always conduct independent reviews of pending patent applications of and patents issued to third
parties. Patent applications in the United States and elsewhere are typically published approximately 18 months after the earliest filing for which priority is
claimed, with such earliest filing date being commonly referred to as the priority date. Certain U.S. applications that will not be filed outside the U.S. can
remain confidential until patents issue. In addition, patent applications in the United States and elsewhere can be pending for many years before issuance, or
unintentionally abandoned patents or applications can be revived. Furthermore, pending patent applications that have been published can, subject to certain
limitations, be later amended in a manner that could cover our technologies, our products or the use of our products. As such, there may be applications of
others now pending or recently revived patents of which we are unaware. These applications may later result in issued patents, or the revival of previously
abandoned patents, that will prevent, limit or otherwise interfere with our ability to make, use or sell our products.

The scope of a patent claim is determined by an interpretation of the law, the written disclosure in a patent and the patent’s prosecution history and can
involve other factors such as expert opinion. Our interpretation of the relevance or the scope of claims in a patent or a pending application may be incorrect,
which may negatively impact our ability to market our products. Further, we may incorrectly determine that our technologies, products, or product
candidates are not covered by a third party patent
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or may incorrectly predict whether a third party’s pending patent application will issue with claims of relevant scope. Our determination of the expiration
date of any patent in the United States or abroad that we consider relevant may be incorrect, which may negatively impact our ability to develop and market
our products or product candidates.

Significant litigation regarding patent rights occurs in our industry. Third parties may, in the future, assert claims that we are employing their proprietary
technology without authorization, including claims from competitors or from non-practicing entities that have no relevant product revenue and against
whom our own patent portfolio may have no deterrent effect. As we continue to commercialize our products in their current or updated forms, launch new
products and enter new markets, we expect competitors may claim that one or more of our products infringe their intellectual property rights as part of
business strategies designed to impede our successful commercialization and entry into new markets. The large number of patents, the rapid rate of new
patent applications and issuances, the complexities of the technology involved, and the uncertainty of litigation may increase the risk of business resources
and management’s attention being diverted to patent litigation. Although we are presently unaware of any such third-party claims, in the future, we may
receive letters or other threats or claims from third parties inviting us to take licenses under, or alleging that we infringe, their patents.

Moreover, we may become party to future adversarial proceedings regarding our patent portfolio or the patents of third parties. Such proceedings could
include supplemental examination or contested post-grant proceedings such as review, reexamination, interference or derivation proceedings before the U.S.
Patent and Trademark Office and challenges in U.S. District Court. Patents may be subjected to opposition, post-grant review or comparable proceedings
lodged in various foreign, both national and regional, patent offices. The legal threshold for initiating litigation or contested proceedings may be low, so that
even lawsuits or proceedings with a low probability of success might be initiated. Litigation and contested proceedings can also be expensive and time-
consuming, regardless of the merit of the claims, and our adversaries in these proceedings may have the ability to dedicate substantially greater resources to
prosecuting these legal actions than we can.

Any lawsuits resulting from such allegations could subject us to significant liability for damages and invalidate our proprietary rights. Any potential
intellectual property litigation also could force us to do one or more of the following:
 

 •  stop making, selling or using products or technologies that allegedly infringe the asserted intellectual property;
 

 
•  lose the opportunity to license our technology to others or to collect royalty payments based upon successful protection and assertion of our

intellectual property rights against others;
 

 •  incur significant legal expenses;
 

 
•  pay substantial damages or royalties to the party whose intellectual property rights we may be found to be infringing, including enhanced

damages if we are found to have willfully infringed or misappropriated such rights;
 

 •  pay the attorney’s fees and costs of litigation to the party whose intellectual property rights we may be found to be infringing;
 

 •  redesign those products that contain the allegedly infringing intellectual property, which could be costly, disruptive and infeasible; and
 

 
•  attempt to obtain a license to the relevant intellectual property from third parties, which may not be available on reasonable terms or at all,

or from third parties who may attempt to license rights that they do not have.
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Any litigation or claim against us, even those without merit, may cause us to incur substantial costs, and could place a significant strain on our financial
resources, divert the attention of management from our core business and harm our reputation. If we are found to infringe the intellectual property rights of
third parties, we could be required to pay substantial damages (which may be increased up to three times of awarded damages) and/or substantial royalties
and could be prevented from selling our products unless we obtain a license or are able to redesign our products to avoid infringement. Any such license
may not be available on reasonable terms, if at all, and there can be no assurance that we would be able to redesign our products in a way that would not
infringe the intellectual property rights of others. Even if such licenses are available, we could incur substantial costs related to royalty payments for licenses
obtained from third parties, which could negatively affect our gross margins, and the rights may be non-exclusive, which could give our competitors access
to the same technology or intellectual property rights licensed to us. We could encounter delays in product introductions while we attempt to develop
alternative methods or products. If we fail to obtain any required licenses or make any necessary changes to our products or technologies, we may have to
withdraw existing products from the market or may be unable to commercialize one or more of our products.

If we collaborate with third parties in the development of technology in the future, our collaborators may not properly maintain or defend our intellectual
property rights or may use our proprietary information in such a way as to invite litigation that could jeopardize or invalidate our intellectual property or
proprietary information or expose us to litigation or potential liability. Further, collaborators may infringe the intellectual property rights of third parties,
which may expose us to litigation and potential liability. Also, we may be obligated under our agreements with our collaborators, licensors, suppliers and
others to indemnify and hold them harmless for damages arising from intellectual property infringement by us.

In addition, we generally indemnify our customers and international distributors with respect to infringement by our products of the proprietary rights of
third parties. Third parties may assert infringement claims against our customers or distributors. These claims may require us to initiate or defend protracted
and costly litigation on behalf of our customers or distributors, regardless of the merits of these claims. If any of these claims succeed or settle, we may be
forced to pay damages or settlement payments on behalf of our customers or distributors or may be required to obtain licenses for the products they use. If
we cannot obtain all necessary licenses on commercially reasonable terms, our customers may be forced to stop using our products.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position could be harmed.

In addition to patent protection, we also rely upon copyright and trade secret protection, unpatented know-how and continuing technological innovation to
develop and maintain our competitive position, which we seek to protect through non-disclosure agreements and invention assignment agreements with our
employees, consultants and third parties, to protect our confidential and proprietary information. In addition to contractual measures, we try to protect the
confidential nature of our proprietary information using commonly accepted physical and technological security measures. Such measures may not provide
adequate protection for our proprietary information, for example, in the case of misappropriation of a trade secret by an employee, consultant, customer or
third party with authorized access. Our security measures may not prevent an employee, consultant or customer from misappropriating our trade secrets and
providing them to a competitor, and recourse we take against such misconduct may not provide an adequate remedy to protect our interests fully. Monitoring
unauthorized uses and disclosures is difficult, and we do not know whether the steps we have taken to protect our proprietary technologies will be effective.
Unauthorized parties may also attempt to copy or reverse engineer certain aspects of our products that we consider proprietary. Enforcing a claim that a
party illegally disclosed or misappropriated a trade secret can be difficult, expensive and time-consuming,
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and the outcome is unpredictable. Even though we use commonly accepted security measures, the criteria for protection of trade secrets can vary among
different jurisdictions.

In addition, trade secrets may be independently developed by others in a manner that could prevent legal recourse by us. Trade secrets will over time be
disseminated within the industry through independent development, the publication of journal articles and the movement of personnel skilled in the art from
company to company or academic to industry scientific positions. Though our agreements with third parties typically restrict the ability of our advisors,
employees, collaborators, licensors, suppliers, third-party contractors and consultants to publish data potentially relating to our trade secrets, our agreements
may contain certain limited publication rights. If any of our trade secrets were to be lawfully obtained or independently developed by a competitor, we
would have no right to prevent such competitor from using that technology or information to compete with us, which could harm our competitive position.
Because from time to time we expect to rely on third parties in the development, manufacture, and distribution of our products and provision of our services,
we must, at times, share trade secrets with them. Despite employing the contractual and other security precautions described above, the need to share trade
secrets increases the risk that such trade secrets become known by our competitors, are inadvertently incorporated into the technology of others, or are
disclosed or used in violation of these agreements. If any of our confidential or proprietary information, such as our trade secrets, were to be disclosed or
misappropriated, or if any such information was independently developed by a competitor, our business and competitive position could be harmed.

We may be unable to enforce our intellectual property rights throughout the world.

The laws of some foreign countries do not protect intellectual property rights to the same extent as the laws of the United States. Many companies have
encountered significant problems in protecting and defending intellectual property rights in certain foreign jurisdictions. These challenges can be caused by
the absence or inconsistency of the application of rules and methods for the establishment and enforcement of intellectual property rights outside of the
United States. In addition, the legal systems of some countries, particularly developing countries, do not favor the enforcement of patents and other
intellectual property protection, especially those relating to healthcare. This could make it difficult for us to stop infringement of our foreign patents, or the
misappropriation of our other intellectual property rights. For example, some foreign countries have compulsory licensing laws under which a patent owner
must grant licenses to third parties. In addition, some countries limit the enforceability of patents against third parties, including government agencies or
government contractors. In these countries, patents may provide limited or no benefit. Patent protection must ultimately be sought on a country-by-country
basis, which is an expensive and time-consuming process with uncertain outcomes. Accordingly, we may choose not to seek patent protection in certain
countries, and we will not have the benefit of patent protection in such countries.

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. Accordingly, our efforts to protect our intellectual property rights in such countries may be inadequate. In addition, changes in the law and legal
decisions by courts in the United States and foreign countries may affect our ability to obtain adequate protection for our technology and the enforcement of
our intellectual property.

Further, the standards applied by the USPTO and foreign patent offices in granting patents are not always applied uniformly or predictably. As such, we do
not know the degree of future protection that we will have on our technologies, products, and product candidates. While we will endeavor to try to protect
our technologies, products, and product candidates with intellectual property rights such as patents, as appropriate, the process of obtaining patents is time-
consuming, expensive and sometimes unpredictable.
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Third parties may assert ownership or commercial rights to inventions we develop.

Third parties may in the future make claims challenging the inventorship or ownership of our intellectual property, including studies we commission or
reports on the efficacy of our products. In addition, we may face claims by third parties that our agreements with employees, contractors or consultants
obligating them to assign intellectual property to us are ineffective or in conflict with prior or competing contractual obligations of assignment, which could
result in ownership disputes regarding intellectual property we have developed or will develop and interfere with our ability to capture the commercial value
of such intellectual property. Litigation may be necessary to resolve an ownership dispute, and if we are not successful, we may be precluded from using
certain intellectual property or may lose our exclusive rights in that intellectual property. Either outcome could harm our business and competitive position.

Third parties may assert that our employees or consultants have wrongfully used or disclosed confidential information or misappropriated trade secrets.

We employ individuals who previously worked with other companies, including our competitors or potential competitors. Although we try to ensure that our
employees and consultants do not use the proprietary information or know-how of others in their work for us, we may be subject to claims that we or our
employees, consultants or independent contractors have inadvertently or otherwise used or disclosed intellectual property, including trade secrets or other
proprietary information, of a former employer or other third party. Litigation may be necessary to defend against these claims. If we fail in defending any
such claims or settling those claims, in addition to paying monetary damages or a settlement payment, we may lose valuable intellectual property rights or
personnel. Even if we are successful in defending against such claims, litigation could result in substantial costs and be a distraction to management and
other employees.

Changes in U.S. patent law could diminish the value of patents in general, thereby impairing our ability to protect our products.

Our patent rights may be affected by developments or uncertainty in the patent statute, patent case law or USPTO rules and regulations. There are a number
of recent changes to the patent laws that may have a significant impact on our ability to protect our technology and enforce our intellectual property rights.
For example, the United States has recently enacted and is currently implementing the America Invents Act of 2011, a wide-ranging patent reform
legislation. These changes include provisions that affect the way patent applications will be prosecuted and may also affect patent litigation. As an example,
the first to file provisions, which became effective March 2013, mean that the party that is first to file in the United States generally is awarded the patent
rights, regardless of who invented first. This could have a negative impact on some of our IP and could increase uncertainties surrounding obtaining and
enforcement or defense of our issued patents. Further, the U.S. Supreme Court has ruled on several patent cases in recent years, either narrowing the scope
of patent protection available in certain circumstances or weakening the rights of patent owners in certain situations. In addition to increasing uncertainty
with regard to our ability to obtain future patents, this combination of events has created uncertainty with respect to the value of patents, once obtained.
Depending on decisions by the U.S. Congress, the federal courts and the U.S. Patent and Trademark Office, the laws and regulations governing patents
could change in unpredictable ways that would weaken our ability to obtain new patents or to enforce our existing patents or future patents.

Obtaining and maintaining 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.

The USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee payment and other
provisions during the patent process. Periodic
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maintenance fees, renewal fees, annuity fees and various other governmental fees on patents and/or applications will be due to be paid to the USPTO and
various governmental patent agencies outside of the US in several stages over the lifetime of the patents and/or applications. We employ reputable
professionals and rely on such third parties to help us comply with these requirements and effect payment of these fees with respect to the patents and patent
applications that we own, and if we in-license intellectual property we may have to rely upon our licensors to comply with these requirements and effect
payment of these fees with respect to any patents and patent applications that we license. In many cases, an inadvertent lapse can be cured by payment of a
late fee or by other means in accordance with the applicable rules. However, there are situations in which noncompliance can result in abandonment or lapse
of a patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. In such an event, competitors might be able
to enter the market earlier than would otherwise have been the case.

If we fail to comply with our obligations under license or technology agreements with third parties, we may be required to pay damages and we could
lose license rights that are critical to our business.

We license certain intellectual property, and in the future we may enter into additional agreements that provide us with licenses to valuable intellectual
property or technology. These licenses impose various payment obligations on us. If we fail to comply with any of these obligations, we may be required to
pay damages and the licensor may have the right to terminate the license. Termination by the licensor could cause us to lose valuable rights, and could
prevent us from distributing our products, or inhibit our ability to commercialize future products. Our business could suffer if any current or future licenses
terminate, if the licensors fail to abide by the terms of the license, if the licensors fail to enforce licensed patents against infringing third parties, if the
licensed patents or other rights are found to be invalid or unenforceable, or if we are unable to enter into necessary licenses on acceptable terms.

Any collaboration arrangements that we may enter into in the future may not be successful, which could adversely affect our ability to develop and
commercialize our products.

Any future collaborations that we enter into may not be successful. The success of our collaboration arrangements will depend heavily on the efforts and
activities of our collaborators. Collaborations are subject to numerous risks, which may include that:
 

 •  collaborators have significant discretion in determining the efforts and resources that they will apply to collaborations;
 

 
•  collaborators may not pursue development and commercialization of our products or may elect not to continue or renew development or

commercialization programs based on trial or test results, changes in their strategic focus due to the acquisition of competitive products,
availability of funding or other external factors, such as a business combination that diverts resources or creates competing priorities;

 

 
•  collaborators could independently develop, or develop with third parties, products that compete directly or indirectly with our products or

product candidates;
 

 
•  a collaborator with marketing, manufacturing and distribution rights to one or more products may not commit sufficient resources to or

otherwise not perform satisfactorily in carrying out these activities;
 

 •  we could grant exclusive rights to our collaborators that would prevent us from collaborating with others;
 

 
•  collaborators may not properly maintain or defend our intellectual property rights or may use our intellectual property or proprietary

information in a way that gives rise to actual or threatened litigation that could jeopardize or invalidate our intellectual property or
proprietary information or expose us to potential liability;
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•  disputes may arise between us and a collaborator that causes the delay or termination of the research, development or commercialization of

our current or future products or that results in costly litigation or arbitration that diverts management attention and resources;
 

 
•  collaborations may be terminated, and, if terminated, may result in a need for additional capital to pursue further development or

commercialization of the applicable current or future products;
 

 
•  collaborators may own or co-own intellectual property covering our products that results from our collaborating with them, and in such

cases, we would not have the exclusive right to develop or commercialize such intellectual property; and
 

 
•  a collaborator’s sales and marketing activities or other operations may not be in compliance with applicable laws resulting in civil or

criminal proceedings.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our markets of interest and our
business may be adversely affected.

Our trademarks or trade names may be challenged, infringed, circumvented or declared generic or descriptive determined to be infringing on other marks.
We may not be able to protect our rights to these trademarks and trade names or may be forced to stop using these names, which we need for name
recognition by potential partners or customers in our markets of interest. During trademark registration proceedings, we may receive rejections. Although
we would be given an opportunity to respond to those rejections, we may be unable to overcome such rejections. In addition, in the USPTO and in
comparable agencies in many foreign jurisdictions, third parties are given an opportunity to oppose pending trademark applications and to seek to cancel
registered trademarks. Opposition or cancellation proceedings may be filed against our trademarks, and our trademarks may not survive such proceedings. If
we are unable to establish name recognition based on our trademarks and trade names, we may not be able to compete effectively and our business may be
adversely affected. We may license our trademarks and trade names to third parties, such as distributors. Though these license agreements may provide
guidelines for how our trademarks and trade names may be used, a breach of these agreements or misuse of our trademarks and tradenames by our licensees
may jeopardize our rights in or diminish the goodwill associated with our trademarks and trade names.

Risks Related to Our Capital Structure

We may need to raise additional capital to fund our existing commercial operations, develop and commercialize new products and expand our
operations.

Based on our current business plan, we believe that our current cash and cash equivalents, availability of borrowing under our credit facility, anticipated
cash receipts from sales of our products and net proceeds from this offering will be sufficient to meet our anticipated cash requirements through at least the
next 24 months. If our available cash balances, potential future borrowing capacity, net proceeds from this offering and anticipated cash flow from
operations are insufficient to satisfy our liquidity requirements, including because of lower demand for our products as a result of the risks described in this
prospectus, we may seek to sell common or preferred equity or debt securities, enter into an additional credit facility or another form of third-party funding
or seek other debt financing. Our present and future funding requirements will depend on many other factors, including:
 

 •  our ability to achieve revenue growth and improve operating margins;
 

 •  our ability to improve or maintain coverage and reimbursement arrangements with domestic third-party and government payors;
 

 
•  our rate of progress in establishing coverage and reimbursement arrangements from international commercial third-party and government

payors, particularly in Japan;
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 •  the cost of expanding our operations and offerings, including our sales and marketing efforts;
 

 
•  our rate of progress in, and cost of the sales and marketing activities associated with, establishing adoption of our products and maintaining

or improving our sales to our current customers;
 

 •  the cost of research and development activities, including research and development relating to additional indications;
 

 •  the effect of competing technological and market developments;
 

 •  costs related to international expansion; and
 

 •  the potential cost of and delays in product development as a result of any regulatory oversight applicable to our products.

We may also consider raising additional capital in the future to expand our business, to pursue strategic investments, to take advantage of financing
opportunities or for other reasons, including to:
 

 •  expand our sales and marketing efforts to increase market adoption of our products and address competitive developments;
 

 •  fund development and marketing efforts of any future products or additional features to then-current products;
 

 •  acquire, license or invest in new technologies;
 

 •  provide for supply and inventory costs associated with plans to accommodate potential increases in demand for our products
 

 •  acquire or invest in complementary businesses or assets; and
 

 •  finance capital expenditures and general and administrative expenses.

Additional capital may not be available to us at such times or in the amounts we need. Even if capital is available, it might be available only on unfavorable
terms. Any issuance of additional equity or equity-linked securities could be dilutive to our existing stockholders, and any new equity securities could have
rights, preferences and privileges superior to those of holders of our common stock, including the shares of common stock sold in this offering. Debt
financing, if available, may involve covenants restricting our operations or our ability to incur additional debt, pay dividends, repurchase our stock, make
investments and engage in merger, consolidation or asset sale transactions. If we raise additional funds through collaboration and licensing arrangements
with third parties, it may be necessary to relinquish or license some rights to our technologies or products, on terms that are not favorable to us. If access to
sufficient capital is not available as and when needed, our business will be materially impaired and we may be required to cease operations, curtail one or
more product development or commercialization programs, significantly reduce expenses, sell assets, seek a merger or joint venture partner, file for
protection from creditors or liquidate all our assets.

Our ability to use net operating losses to offset future taxable income may be subject to limitations.

As of December 31, 2017, we had federal and state net operating loss carryforwards of $167.4 million and $96.4 million, respectively. The federal and state
net operating loss carryforwards will begin to expire, if not utilized, beginning in 2023 and 2020, respectively. These net operating loss carryforwards could
expire unused and be unavailable to offset future income tax liabilities. Under the newly enacted federal income tax law, federal net operating losses
incurred in 2018 and in future years may be carried forward indefinitely, but the deductibility of such federal net operating losses is limited. It is uncertain
how various states will respond to the newly enacted federal tax law. In addition, under Section 382 of the Internal Revenue Code of 1986, as amended, and
corresponding provisions of state law, if a
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corporation undergoes an “ownership change,” which is generally defined as a greater than 50% change, by value, in its equity ownership over a three-year
period, the corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change tax attributes to offset its post-change income or
taxes may be limited. In connection with this offering, it is possible that we will experience an ownership change limitation. We may experience ownership
changes in the future as a result of subsequent shifts in our stock ownership, some of which may be outside of our control. If an ownership change occurs
and our ability to use our net operating loss carryforwards is materially limited, it would harm our future operating results by effectively increasing our
future tax obligations.

The terms of our credit facility place restrictions on our operating and financial flexibility. If we raise additional capital through debt financing, the
terms of any new debt could further restrict our ability to operate our business.

We have a $35.0 million credit facility with Oxford Finance LLC, or Oxford, that is secured by a lien covering substantially all of our assets, excluding
intellectual property. As of December 31, 2017, the outstanding principal balance under the credit facility was $30.0 million. The credit facility contains
customary covenants and events of default applicable to us. The affirmative covenants include, among others, a covenant that requires us to achieve at least
75% of our trailing 12-month forecasted revenues, as measured each month in accordance with a forecast that we provided to Oxford upon signing the
agreement and future forecasts that we are required to deliver to the lenders each year for the life of the credit facility. The negative covenants include,
among others, restrictions on us transferring collateral, changing businesses, engaging in mergers or acquisitions, incurring additional indebtedness and
encumbering collateral. If we default under the credit facility, Oxford may accelerate all of our repayment obligations and take control of our pledged assets,
potentially requiring us to renegotiate our agreement on terms less favorable to us or to immediately cease operations. Further, if we are liquidated, Oxford’s
right to repayment would be senior to the rights of the holders of our common stock to receive any proceeds from the liquidation. Oxford could declare a
default upon the occurrence of any event that it interprets as a material adverse effect as defined under the credit facility, thereby requiring us to repay the
loan immediately or to attempt to reverse the declaration of default through negotiation or litigation. Any declaration by Oxford of an event of default could
significantly harm our business and prospects and could cause the price of our common stock to decline. If we raise any additional debt financing, the terms
of such additional debt could further restrict our operating and financial flexibility.

Risks Related to Government Regulation

Our products and operations are subject to extensive government regulation and oversight both in the United States and abroad, and our failure to
comply with applicable requirements could harm our business.

We and our products are subject to extensive regulation in the United States and elsewhere, including by the FDA and its foreign counterparts. The FDA and
foreign regulatory agencies regulate, among other things, with respect to medical devices: design, development and manufacturing; testing, labeling, content
and language of instructions for use and storage; clinical trials; product safety; marketing, sales and distribution; premarket clearance and approval; record
keeping procedures; advertising and promotion; recalls and field safety corrective actions; post-market surveillance, including reporting of deaths or serious
injuries and malfunctions that, if they were to recur, could lead to death or serious injury; post-market approval studies; and product import and export.

The regulations to which we are subject are complex and have tended to become more stringent over time. Regulatory changes could result in restrictions on
our ability to carry on or expand our operations, higher than anticipated costs or lower than anticipated sales. The FDA enforces these regulatory
requirements through periodic unannounced inspections. We do not know whether we will pass any future FDA inspections. Failure to comply with
applicable regulations could jeopardize our ability to sell our products and result in enforcement actions such as: warning letters; fines; injunctions; civil
penalties; termination of distribution; recalls or seizures of products; delays in the introduction of products into the
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market; total or partial suspension of production; refusal to grant future clearances or approvals; withdrawals or suspensions of current clearances or
approvals, resulting in prohibitions on sales of our products; and in the most serious cases, criminal penalties.

We may not receive the necessary clearances or approvals for our future products, and failure to timely obtain necessary clearances or approvals for our
future products would adversely affect our ability to grow our business.

An element of our strategy is to continue to upgrade our products, add new features and expand clearance or approval of our current products to new
indications. In the United States, before we can market a new medical device, or a new use of, new claim for or significant modification to an existing
product, we must first receive either clearance under Section 510(k) of the Federal Food, Drug, and Cosmetic Act, or the FDCA, or approval of a premarket
approval application, or PMA, from the FDA, unless an exemption applies. In the 510(k) clearance process, before a device may be marketed, the FDA must
determine that a proposed device is “substantially equivalent” to a legally-marketed “predicate” device, which includes a device that has been previously
cleared through the 510(k) process, a device that was legally marketed prior to May 28, 1976 (pre-amendments device), a device that was originally on the
U.S. market pursuant to an approved PMA and later down-classified, or a 510(k)-exempt device. To be “substantially equivalent,” the proposed device must
have the same intended use as the predicate device, and either have the same technological characteristics as the predicate device or have different
technological characteristics and not raise different questions of safety or effectiveness than the predicate device. Clinical data are sometimes required to
support substantial equivalence. In the PMA process, the FDA must determine that a proposed device is safe and effective for its intended use based, in part,
on extensive data, including, but not limited to, technical, pre-clinical, clinical trial, manufacturing and labeling data. Our ability to successfully obtain
clearance for any new indications will be dependent on us submitting data as to the successful completion of clinical trials evidencing safety and efficacy.
The PMA process is typically required for devices that are deemed to pose the greatest risk, such as life-sustaining, life-supporting or implantable devices.
However, some devices are automatically subject to the PMA pathway regardless of the level of risk they pose because they have not previously been
classified into a lower risk class by the FDA. Manufacturers of these devices may request that FDA review such devices in accordance with the de novo
classification procedure, which allows a manufacturer whose novel device would otherwise require the submission and approval of a PMA prior to
marketing to request down-classification of the device on the basis that the device presents low or moderate risk. If the FDA agrees with the down
classification, the applicant will then receive authorization to market the device. This device type can then be used as a predicate device for future 510(k)
submissions. We initially received marketing authorization of our device through the de novo classification process, and we have made changes to our
system through subsequent 510(k) clearances. The process of obtaining regulatory clearances or approvals, or completing the de novo classification process,
to market a medical device can be costly and time consuming, and we may not be able to successfully obtain pre-market reviews on a timely basis, if at all.

Modifications to products that are approved through a PMA application generally require FDA approval. Similarly, certain modifications made to products
cleared through a 510(k) or authorized through the de novo classification process may require a new 510(k) clearance. Each of the PMA approval, de novo
classification and the 510(k) clearance processes can be expensive, lengthy and uncertain. The FDA’s 510(k) clearance process usually takes from three to
12 months, but can last longer. The process of obtaining a PMA is much more costly and uncertain than the 510(k) clearance process and generally takes
from one to three years, or even longer, from the time the application is filed with the FDA. In addition, a PMA generally requires the performance of one or
more clinical trials. Despite the time, effort and cost, a device may not be approved or cleared by the FDA. Any delay or failure to obtain necessary
regulatory approvals or clearances could harm our business. Furthermore, even if we are granted regulatory clearances or approvals, they may include
significant limitations on the indicated uses for the device, which may limit the market for the device.
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Any modifications to our existing products may require new 510(k) clearance; however, future modifications may be subject to the substantially more
costly, time-consuming and uncertain PMA process. If the FDA requires us to go through a lengthier, more rigorous examination for future products or
modifications to existing products than we had expected, product introductions or modifications could be delayed or canceled, which could cause our sales
to decline.

The FDA can delay, limit or deny clearance or approval of a device for many reasons, including: we may be unable to demonstrate to the FDA’s satisfaction
that the product or modification is substantially equivalent to the proposed predicate device or safe and effective for its intended use; the data from our
pre-clinical studies and clinical trials may be insufficient to support clearance or approval, where required; and the manufacturing process or facilities we
use may not meet applicable requirements.

Even if granted, a 510(k) clearance, de novo classification, or PMA approval imposes substantial restrictions on how our devices may be marketed or sold,
and the FDA continues to place considerable restrictions on our products and operations. For example, the manufacture of medical devices must comply
with the FDA’s Quality System Regulation, or QSR. In addition, manufacturers must register their manufacturing facilities, list the products with the FDA,
and comply with requirements relating to labeling, marketing, complaint handling, adverse event and medical device reporting, reporting of corrections and
removals, and import and export. The FDA monitors compliance with the QSR and these other requirements through periodic inspections. If our facilities or
those of our manufacturers or suppliers are found to be in violation of applicable laws and regulations, or if we or our manufacturers or suppliers fail to take
satisfactory corrective action in response to an adverse inspection, the regulatory authority could take enforcement action, including any of the following
sanctions: untitled letters, warning letters, fines, injunctions, consent decrees and civil penalties; customer notifications or repair, replacement, refunds,
detention or seizure of our products; operating restrictions or partial suspension or total shutdown of production; refusing or delaying requests for 510(k)
marketing clearance or PMA approvals of new products or modified products; withdrawing 510(k) marketing clearances or PMA approvals that have
already been granted; refusing to provide Certificates for Foreign Government; refusing to grant export approval for our products; or pursuing criminal
prosecution. Any of these sanctions could impair our ability to produce our products in a cost-effective and timely manner in order to meet our customers’
demands, and could have a material adverse effect on our reputation, business, results of operations and financial condition. We may also be required to bear
other costs or take other actions that may have a negative impact on our sales and our ability to generate profits.

In addition, the FDA may change its clearance and approval policies, adopt additional regulations or revise existing regulations, or take other actions, which
may prevent or delay approval or clearance of our future products under development or impact our ability to modify our currently cleared products on a
timely basis. Such policy or regulatory changes could impose additional requirements upon us that could delay our ability to obtain new 510(k) clearances,
increase the costs of compliance or restrict our ability to maintain our current clearances. We also cannot predict the likelihood, nature or extent of
government regulation that may arise from future legislation or administrative or executive action, either in the United States or abroad. For example,
certain policies of the Trump administration may impact our business and industry. Namely, the Trump administration has taken several executive actions,
including the issuance of a number of Executive Orders, that could impose significant burdens on, or otherwise materially delay, the FDA’s ability to engage
in routine regulatory and oversight activities such as implementing statutes through rulemaking, issuance of guidance, and review and approval of marketing
applications. It is difficult to predict how these executive actions, including the Executive Orders, will be implemented, and the extent to which they will
impact the FDA’s ability to exercise its regulatory authority. If these executive actions impose constraints on FDA’s ability to engage in oversight and
implementation activities in the normal course, our business may be negatively impacted.
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In order to sell our products in member countries of the EEA our products must comply with the essential requirements of the EU Medical Devices
Directive (Council Directive 93/42/EEC). Compliance with these requirements is a prerequisite to be able to affix the CE Mark to our products, without
which they cannot be sold or marketed in the EEA. To demonstrate compliance with the essential requirements we must undergo a conformity assessment
procedure, which varies according to the type of medical device and its classification. Except for low-risk medical devices (Class I non-sterile,
non-measuring devices), where the manufacturer can issue an EC Declaration of Conformity based on a self-assessment of the conformity of its products
with the essential requirements of the EU Medical Devices Directive, a conformity assessment procedure requires the intervention of an organization
accredited by a Member State of the EEA to conduct conformity assessments, or a Notified Body. Depending on the relevant conformity assessment
procedure, the Notified Body would typically audit and examine the technical file and the quality system for the manufacture, design and final inspection of
our devices. The Notified Body issues a certificate of conformity following successful completion of a conformity assessment procedure conducted in
relation to the medical device and its manufacturer and their conformity with the essential requirements. This certificate entitles the manufacturer to affix the
CE Mark to its medical devices after having prepared and signed a related EC Declaration of Conformity.

As a general rule, demonstration of conformity of medical devices and their manufacturers with the essential requirements must be based, among other
things, on the evaluation of clinical data supporting the safety and performance of the products during normal conditions of use. Specifically, a manufacturer
must demonstrate that the device achieves its intended performance during normal conditions of use, that the known and foreseeable risks, and any adverse
events, are minimized and acceptable when weighed against the benefits of its intended performance, and that any claims made about the performance and
safety of the device are supported by suitable evidence. If we fail to remain in compliance with applicable European laws and directives, we would be
unable to continue to affix the CE Mark to our surgical systems, which would prevent us from selling them within the EEA.

We or our distributors will also need to obtain regulatory approval in other foreign jurisdictions in which we plan to market and sell our products, and we or
they may not obtain such approvals as necessary to commercialize our products in those territories.

Modifications to our products may require new 510(k) clearances or PMA approvals, and may require us to cease marketing or recall the modified
products until clearances are obtained.

Any modification to a 510(k)-cleared product that could significantly affect its safety or effectiveness, or that would constitute a major change in its
intended use, design or manufacture, requires a new 510(k) clearance or, possibly, approval of a PMA. The FDA requires every manufacturer to make this
determination in the first instance, but the FDA may review any manufacturer’s decision. The FDA may not agree with our decisions regarding whether new
clearances or approvals are necessary. We have made modifications to our products in the past and have determined based on our review of the applicable
FDA regulations and guidance that in certain instances new 510(k) clearances were not required. We may make similar modifications or add additional
features in the future that we believe do not require a new 510(k) clearance or approval of a PMA. If the FDA disagrees with our determination and requires
us to submit new 510(k) notifications or PMAs for modifications to our previously cleared products for which we have concluded that new clearances or
approvals are unnecessary, we may be required to cease marketing or to recall the modified product until we obtain clearance or approval, and we may be
subject to significant regulatory fines or penalties. In addition, the FDA may not approve or clear our products for the indications that are necessary or
desirable for successful commercialization or could require clinical trials to support any modifications. Any delay or failure in obtaining required clearances
or approvals would adversely affect our ability to introduce new or enhanced products in a timely manner, which in turn would harm our future growth.
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Our products must be manufactured in accordance with federal and state regulations, and we could be forced to recall our installed systems or
terminate production if we fail to comply with these regulations.

The methods used in, and the facilities used for, the manufacture of our products must comply with the FDA’s Quality System Regulation, or QSR, which is
a complex regulatory scheme that covers the procedures and documentation of the design, testing, production, process controls, quality assurance, labeling,
packaging, handling, storage, distribution, installation, servicing and shipping of medical devices. Furthermore, we are required to verify that our suppliers
maintain facilities, procedures and operations that comply with our quality standards and applicable regulatory requirements. The FDA enforces the QSR
through periodic announced or unannounced inspections of medical device manufacturing facilities, which may include the facilities of subcontractors. Our
products are also subject to similar state regulations and various laws and regulations of foreign countries governing manufacturing.

We or our third-party manufacturers may not take the necessary steps to comply with applicable regulations, which could cause delays in the delivery of our
products. In addition, failure to comply with applicable FDA requirements or later discovery of previously unknown problems with our products or
manufacturing processes could result in, among other things: warning letters or untitled letters; fines, injunctions or civil penalties; suspension or withdrawal
of approvals or clearances; seizures or recalls of our products; total or partial suspension of production or distribution; administrative or judicially imposed
sanctions; the FDA’s refusal to grant pending or future clearances or approvals for our products; clinical holds; refusal to permit the import or export of our
products; and criminal prosecution of us or our employees.

Any of these actions could significantly and negatively impact supply of our products. If any of these events occurs, our reputation could be harmed, we
could be exposed to product liability claims and we could lose customers and suffer reduced revenues and increased costs.

If treatment guidelines for the psychiatric conditions we are targeting change or the standard of care evolves, we may need to redesign and seek new
marketing authorization from the FDA for one or more of our products.

If treatment guidelines for the psychiatric conditions we are targeting or the standard of care for such conditions evolves, we may need to redesign the
applicable product and seek new clearances or approvals from the FDA. Our 510(k) clearances from the FDA are based on current treatment guidelines. If
treatment guidelines change so that different treatments become desirable, the clinical utility of one or more of our products could be diminished and our
business could suffer.

The misuse or off-label use of our products may harm our reputation in the marketplace, result in injuries that lead to product liability suits or result in
costly investigations, fines or sanctions by regulatory bodies if we are deemed to have engaged in the promotion of these uses, any of which could be
costly to our business.

Our product has been authorized for marketing by the FDA for a specific indication. We train our commercial organization and distributors outside the
United States to not promote our products for uses outside of the FDA-cleared indications for use, known as “off-label uses.” We cannot, however, prevent a
psychiatrist from using our products off-label, when in the psychiatrist’s independent professional medical judgment he or she deems it appropriate. There
may be increased risk of injury to patients if psychiatrists attempt to use our products off-label. Furthermore, the use of our products for indications other
than those cleared by the FDA or approved by any foreign regulatory body may not effectively treat such conditions, which could harm our reputation in the
marketplace among psychiatrists and patients.
 

41



Table of Contents

If the FDA or any foreign regulatory body determines that our promotional materials or training constitute promotion of an off-label use, it could request
that we modify our training or promotional materials or subject us to regulatory or enforcement actions, including the issuance or imposition of an untitled
letter, which is used for violators that do not necessitate a warning letter, injunction, seizure, civil fine or criminal penalties. It is also possible that other
federal, state or foreign enforcement authorities might take action under other regulatory authority.

Our products may cause or contribute to adverse medical events that we are required to report to the FDA, and if we fail to do so, we would be subject to
sanctions that could harm our reputation, business, financial condition and results of operations. The discovery of serious safety issues with our
products, or a recall of our products either voluntarily or at the direction of the FDA or another governmental authority, could have a negative impact
on us.

We are subject to the FDA’s medical device reporting regulations and similar foreign regulations, which require us to report to the FDA when we receive or
become aware of information that reasonably suggests that one or more of our products may have caused or contributed to a death or serious injury or
malfunctioned in a way that, if the malfunction were to recur, it could cause or contribute to a death or serious injury. The timing of our obligation to report
is triggered by the date we become aware of the adverse event as well as the nature of the event. We may fail to report adverse events of which we become
aware within the prescribed timeframe. We may also fail to recognize that we have become aware of a reportable adverse event, especially if it is not
reported to us as an adverse event or if it is an adverse event that is unexpected or removed in time from the use of the product. If we fail to comply with our
reporting obligations, the FDA could take action, including warning letters, untitled letters, administrative actions, criminal prosecution, imposition of civil
monetary penalties, revocation of our device clearance, seizure of our products or delay in clearance of future products.

The FDA and foreign regulatory bodies have the authority to require the recall of commercialized products in the event of material deficiencies or defects in
design or manufacture of a product or in the event that a product poses an unacceptable risk to health. The FDA’s authority to require a recall must be based
on a finding that there is reasonable probability that the device could cause serious injury or death. We may also choose to voluntarily recall a product if any
material deficiency is found. A government-mandated or voluntary recall by us could occur as a result of an unacceptable risk to health, component failures,
malfunctions, manufacturing defects, labeling or design deficiencies, packaging defects or other deficiencies or failures to comply with applicable
regulations. Product defects or other errors may occur in the future.

Depending on the corrective action we take to redress a product’s deficiencies or defects, the FDA may require, or we may decide, that we will need to
obtain new approvals or clearances for the device before we may market or distribute the corrected device. Seeking such approvals or clearances may delay
our ability to replace the recalled devices in a timely manner. Moreover, if we do not adequately address problems associated with our devices, we may face
additional regulatory enforcement action, including FDA warning letters, product seizure, injunctions, administrative penalties or civil or criminal fines.

Companies are required to maintain certain records of recalls and corrections, even if they are not reportable to the FDA. We may initiate voluntary
withdrawals or corrections for our products in the future that we determine do not require notification of the FDA. If the FDA disagrees with our
determinations, it could require us to report those actions as recalls and we may be subject to enforcement action. A future recall announcement could harm
our reputation with customers, potentially lead to product liability claims against us and negatively affect our sales.

Any adverse event involving our products could result in voluntary corrective actions, such as recalls or customer notifications, or agency action, such as
inspection, mandatory recall or other enforcement
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action. Any corrective action, whether voluntary or involuntary, as well as defending ourselves in a lawsuit, would require the dedication of our time and
capital, distract management from operating our business and may harm our reputation and financial results.

If we or our distributors do not obtain and maintain international regulatory registrations or approvals for our products, we will be unable to market
and sell our products outside of the United States.

Sales of our products outside of the United States are subject to foreign regulatory requirements that vary widely from country to country. In addition, the
FDA regulates exports of medical devices from the United States. While the regulations of some countries may not impose barriers to marketing and selling
our products or only require notification, others require that we or our distributors obtain the approval of a specified regulatory body. Complying with
foreign regulatory requirements, including obtaining registrations or approvals, can be expensive and time-consuming, and we or our distributors may not
receive regulatory approvals in each country in which we plan to market our products or we may be unable to do so on a timely basis. The time required to
obtain registrations or approvals, if required by other countries, may be longer than that required for FDA clearance, and requirements for such registrations,
clearances or approvals may significantly differ from FDA requirements. If we modify our products, we or our distributors may need to apply for additional
regulatory approvals before we are permitted to sell the modified product. In addition, we may not continue to meet the quality and safety standards required
to maintain the authorizations that we or our distributors have received. If we or our distributors are unable to maintain our authorizations in a particular
country, we will no longer be able to sell the applicable product in that country.

Regulatory clearance or approval by the FDA does not ensure clearance or approval by regulatory authorities in other countries, and clearance or approval
by one or more foreign regulatory authorities does not ensure clearance or approval by regulatory authorities in other foreign countries or by the FDA.
However, a failure or delay in obtaining regulatory clearance or approval in one country may have a negative effect on the regulatory process in others.

We are subject to certain federal, state and foreign fraud and abuse laws, health information privacy and security laws and transparency laws, which, if
violated, could subject us to substantial penalties. Additionally, any challenge to or investigation into our practices under these laws could cause adverse
publicity and be costly to respond to, and thus could harm our business.

There are numerous U.S. federal and state, as well as foreign, laws pertaining to healthcare fraud and abuse, including anti-kickback, false claims and
physician transparency laws. Our business practices and relationships with providers and patients are subject to scrutiny under these laws. We may also be
subject to patient information privacy and security regulation by both the federal government and the states and foreign jurisdictions in which we conduct
our business. The healthcare laws and regulations that may affect our ability to operate include:
 

 

•  the federal Anti-Kickback Statute, which prohibits, among other things, persons and entities from knowingly and willfully soliciting,
offering, receiving or providing remuneration, directly or indirectly, in cash or in kind, to induce or reward either the referral of an
individual for, or the purchase, order or recommendation of a good or service, for which payment may be made, in whole or in part, under
federal healthcare programs, such as Medicare and Medicaid. The term “remuneration” has been broadly interpreted to include anything of
value. The intent standard under the federal Anti-Kickback Statute was amended by the Patient Protection and Affordable Care Act, as
amended by the Health Care and Education Reconciliation Act of 2010, or PPACA, to a stricter standard such that a person or entity no
longer needs to have actual knowledge of the statute or specific intent to violate it, in order to have committed a violation. Moreover, the
government may assert that a
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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 federal civil False Claims Act;

 

 

•  the federal civil and criminal false claims laws and civil monetary penalties laws, including the federal civil False Claims Act, which
prohibit, among other things, individuals or entities from knowingly presenting, or causing to be presented, false, fictitious or fraudulent
claims for payment from Medicare, Medicaid or other federal healthcare programs, and knowingly making, using or causing to be made or
used a false record or statement material to a false or fraudulent claim to avoid, decrease or conceal an obligation to pay money to the
federal government. Private individuals can bring False Claims Act “qui tam” actions, on behalf of the government and such individuals,
commonly known as “whistleblowers,” and may share in amounts paid by the entity to the government in fines or settlement. Companies
have been prosecuted under the False Claims Act in connection with alleged off-label promotion of devices and allegedly providing free
products to customers with the expectation that the customers would bill federal health care programs for the product. As a result of a
modification made by the Fraud Enforcement and Recovery Act of 2009, a claim includes “any request or demand” for money or property
presented to the U.S. government. In addition, manufacturers can be held liable under the False Claims Act even when they do not submit
claims directly to government payors if they are deemed to “cause” the submission of false or fraudulent claims;

 

 

•  HIPAA, which created additional federal criminal statutes that prohibit, among other things, executing or attempting to execute a scheme to
defraud any healthcare benefit program, including private third-party payors, knowingly and willfully embezzling or stealing from a
healthcare benefit program, willfully obstructing a criminal investigation of a healthcare offense, and knowingly and willfully falsifying,
concealing or covering up a material fact or making any materially false, fictitious or fraudulent statements or representations, or making or
using any false writing or document knowing the same to contain any materially false, fictitious or fraudulent statement or entry in
connection with the delivery of, or payment for, healthcare benefits, items or services. Similar to the federal Anti-Kickback Statute, a
person or entity does not need to have actual knowledge of the statute or specific intent to violate it to have committed a violation;

 

 

•  the federal Physician Payments Sunshine Act under PPACA which requires certain manufacturers of drugs, devices, biologics and medical
supplies for which payment is available under Medicare, Medicaid or the Children’s Health Insurance Program (with certain exceptions) to
report annually to the United States Department of Health and Human Services, Centers for Medicare and Medicaid Services, information
related to payments and other transfers of value to physicians (defined to include doctors, dentists, optometrists, podiatrists and
chiropractors) and teaching hospitals, and applicable manufacturers and group purchasing organizations, as well as ownership and
investment interests held by physicians and their immediate family members;

 

 

•  HIPAA, as amended by HITECH, and their respective implementing regulations, which imposes privacy, security transmission and breach
reporting obligations with respect to individually identifiable health information, including PHI, upon entities subject to the law, such as
health plans, healthcare clearinghouses and certain healthcare providers, and their respective business associates that perform services on
their behalf that involve individually identifiable health information, including PHI. 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 HIPAA laws and seek attorneys’ fees and costs
associated with pursuing federal civil actions; and
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•  analogous state and foreign law equivalents of each of the above federal laws, such as anti-kickback and false claims laws which may
apply to items or services reimbursed by any third-party payor, including commercial insurers or patients; state laws that require device
companies to comply with the industry’s voluntary compliance guidelines and the applicable compliance guidance promulgated by the
federal government or otherwise restrict payments that may be made to healthcare providers and other potential referral sources; state and
local laws that require the licensure of sales representatives; state laws that require device manufacturers to report information related to
payments and other transfers of value to physicians and other healthcare providers or marketing expenditures and pricing information; data
privacy and security laws and regulations in foreign jurisdictions that may be more stringent than those in the United States (such as the
European Union, which adopted the General Data Protection Regulation, which will become effective in May 2018); state laws governing
the privacy and security of health information in certain circumstances, many of which differ from each other in significant ways and may
not have the same effect, thus complicating compliance efforts; and state laws related to insurance fraud in the case of claims involving
private insurers.

These laws and regulations, among other things, constrain our business, marketing and other promotional activities by limiting the kinds of financial
arrangements, including sales programs, we may have with psychiatrists or other potential purchasers of our products. We have also entered into consulting
agreements with physicians, which are subject to these laws. Further, while we do not submit claims and our customers will make the ultimate decision on
how to submit claims, we may provide reimbursement guidance and support regarding our products. Due to the breadth of these laws, the narrowness of
statutory exceptions and regulatory safe harbors available, and the range of interpretations to which they are subject, it is possible that some of our current or
future practices might be challenged under one or more of these laws.

To enforce compliance with healthcare regulatory laws, certain enforcement bodies have recently increased their scrutiny of interactions between healthcare
companies and healthcare providers, which has led to a number of investigations, prosecutions, convictions and settlements in the healthcare industry.
Responding to investigations can be time-and resource-consuming and can divert management’s attention from the business. Any such investigation or
settlement could increase our costs or otherwise have an adverse effect on our business. Even an unsuccessful challenge or investigation into our practices
could cause adverse publicity, and be costly to respond to.

If our operations are found to be in violation of any of the healthcare laws or regulations described above or any other healthcare regulations that apply to
us, we may be subject to penalties, including administrative, civil and criminal penalties, damages, fines, disgorgement, exclusion from participation in
government healthcare programs, such as Medicare and Medicaid, imprisonment, additional reporting obligations and oversight if we becomes subject to a
corporate integrity agreement or other agreement to resolve allegations of non-compliance with these laws, reputational harm, and the curtailment or
restructuring of our operations.

Healthcare policy changes, including recently enacted legislation reforming the U.S. healthcare system, could harm our cash flows, financial condition
and results of operations.

From time to time, legislation is drafted and introduced in Congress that could significantly change the statutory provisions governing the regulation of
medical devices. In addition, FDA regulations and guidance are often revised or reinterpreted by the FDA in ways that may significantly affect our business
and our products. Any new statutes, regulations, revisions, or reinterpretations of existing regulations may impose additional costs, lengthen review times of
any future products, or make it more difficult to manufacture, market or distribute our products. We cannot determine what effect changes in regulations,
statutes, legal interpretation or policies, when and if promulgated, enacted or adopted may have on our business in the future.
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For example, in March 2010, the PPACA was enacted in the United States, which made a number of substantial changes in the way healthcare is financed
by both governmental and private insurers. Among other ways in which it may impact our business, the PPACA:
 

 
•  imposes an annual excise tax of 2.3% on any entity that manufactures or imports medical devices offered for sale in the United States, with

limited exceptions (described in more detail below), although the effective rate paid may be lower. Under the Consolidated Appropriations
Act of 2016 and due to subsequent legislative amendment, the excise tax has been suspended through December 31, 2019;

 

 
•  establishes a new Patient-Centered Outcomes Research Institute to oversee and identify priorities in comparative clinical effectiveness

research in an effort to coordinate and develop such research;
 

 
•  implements payment system reforms including a national pilot program on payment bundling to encourage hospitals, psychiatrists and

other providers to improve the coordination, quality and efficiency of certain healthcare services through bundled payment models; and
 

 •  expands the eligibility criteria for Medicaid programs.

Some of the provisions of the PPACA have yet to be implemented, and there have been judicial and Congressional challenges to certain aspects of the
PPACA, as well as recent efforts by the Trump administration to repeal or replace certain aspects of the PPACA. Since January 2017, President Trump has
signed two Executive Orders designed to delay the implementation of certain provisions of the PPACA or otherwise circumvent some of the requirements
for health insurance mandated by the PPACA. Concurrently, Congress has considered legislation that would repeal or repeal and replace all or part of the
PPACA. While Congress has not passed comprehensive repeal legislation, two bills affecting the implementation of certain taxes under the PPACA have
been signed into law. The Tax Cuts and Jobs Act of 2017 includes a provision repealing, effective January 1, 2019, the tax-based shared responsibility
payment imposed by the PPACA on certain individuals who fail to maintain qualifying health coverage for all or part of a year that is commonly referred to
as the “individual mandate.” Additionally, on January 22, 2018, President Trump signed a continuing resolution on appropriations for fiscal year 2018 that
delayed the implementation of certain PPACA-mandated fees, including delaying imposition of the medical device excise tax on non-exempt medical
devices through December 31, 2019. As a result, there is significant uncertainty regarding future healthcare reform and its impact on our operations.

In addition, other legislative changes have been proposed and adopted since the Affordable Care Act was enacted. On August 2, 2011, the Budget Control
Act of 2011 was signed into law, which, among other things, created the Joint Select Committee on Deficit Reduction to recommend to Congress proposals
for spending reductions. The Joint Select Committee did not achieve a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021,
triggering the legislation’s automatic reduction to several government programs. On January 2, 2013, the American Taxpayer Relief Act of 2012 was signed
into law, which, among other things, reduced Medicare payments to several types of providers, including hospitals, and increased the statute of limitations
period for the government to recover overpayments to providers from three to five years.

Recently there has been heightened governmental scrutiny over the manner in which manufacturers set prices for their marketed products, which has
resulted in several U.S. Congressional inquiries and proposed federal legislation designed to, among other things, bring more transparency to product
pricing, reduce the cost of certain products under Medicare, review the relationship between pricing and manufacturer patient programs, and reform
government program reimbursement methodologies. At the state level, individual states in the United States are also increasingly passing legislation and
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implementing regulations designed to control product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product
access and marketing cost disclosure and transparency measures.

We expect additional state and federal healthcare reform measures to be adopted in the future, any of which could limit the amounts that federal and state
governments will pay for healthcare products and services, which could result in reduced demand for our products or additional pricing pressure.

Risks Related to This Offering and Ownership of Our Common Stock

We will incur significant costs as a result of operating as a public company and our management expects to devote substantial time to public company
compliance programs.

As a public company, we will incur significant legal, accounting and other expenses due to our compliance with regulations and disclosure obligations
applicable to us, including compliance with the Sarbanes-Oxley Act, as well as rules implemented by the Securities and Exchange Commission, or the SEC,
and Nasdaq. Our management and other personnel will devote a substantial amount of time to these compliance programs and monitoring of public
company reporting obligations and as a result of the corporate governance and executive compensation related rules, regulations and guidelines promulgated
under the Dodd-Frank Wall Street Reform and Consumer Protection Act, and further regulations and disclosure obligations expected in the future, we will
likely need to devote additional time and costs to comply with such compliance programs and rules. These rules and regulations will cause us to incur
significant legal and financial compliance costs and will make some activities more time-consuming and costly.

The price of our common stock may be volatile, and you may be unable to resell your shares at or above the initial public offering price.

Prior to this offering, there was no public market for shares of our common stock. The initial public offering price for the shares of our common stock sold
in this offering will be determined by negotiation between the underwriters and us. This price may not reflect the market price of our common stock
following this offering. You may be unable to sell your shares of common stock at or above the initial public offering price due to fluctuations in the market
price of our common stock. In addition, the trading price of our common stock may be highly volatile and could be subject to wide fluctuations in response
to various factors, some of which are beyond our control. Factors that could cause volatility in the market price of our common stock include, but are not
limited to:
 

 •  the actual or anticipated fluctuations in our financial condition and operating results;
 

 •  the actual or anticipated changes in our growth rate;
 

 •  the commercial success and market acceptance of our products;
 

 •  the success of our competitors in developing or commercializing products;
 

 •  media exposure of our products or of those of others in our industry;
 

 
•  our ability to commercialize or obtain regulatory approvals for our products, or delays in commercializing or obtaining regulatory

approvals;
 

 
•  announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures, collaborations or capital

commitments;
 

 •  the addition or departure of key personnel;
 

 •  product liability claims;
 

 
•  general prevailing economic, industry and market conditions, including factors unrelated to our operating performance or the operating

performance of our competitors;
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 •  business disruptions caused by earthquakes, fires or other natural disasters;
 

 •  disputes or other developments concerning our intellectual property or other proprietary rights, including litigation;
 

 •  the FDA or other U.S. or foreign regulatory actions affecting us or the healthcare or medical device industry;
 

 •  healthcare reform measures in the United States;
 

 •  sales of our common stock by us or our stockholders in the future;
 

 •  the timing and amount of our investments in the growth of our business;
 

 •  inability to obtain additional funding;
 

 •  future sales or issuances of equity or debt securities by us;
 

 •  failure to meet or exceed financial estimates and projections of the investment community or that we provide to the public; and
 

 •  the issuance of new or changed securities analysts’ reports or recommendations regarding us.

In addition, the stock markets in general, and the markets for companies like ours in particular, have from time to time experienced extreme volatility that
has been often unrelated to the operating performance of the issuer. A certain degree of stock price volatility can be attributed to being a newly public
company. These broad market and industry fluctuations may negatively impact the price or liquidity of our common stock, regardless of our operating
performance.

Moreover, because of these fluctuations, comparing our operating results on a period-to-period basis may not be meaningful. You should not rely on our past
results as an indication of our future performance. This variability and unpredictability could also result in our failing to meet the expectations of industry or
financial analysts or investors for any period. If our revenues or operating results fall below the expectations of analysts or investors or below any forecasts
we may provide to the market, or if the forecasts we provide to the market are below the expectations of analysts or investors, the price of our common
stock could decline substantially. Such a stock price decline could occur even when we have met any previously publicly stated revenues or earnings
forecasts that we may provide.

We may be subject to securities litigation, which is expensive and could divert our management’s attention.

In the past, companies that have experienced volatility in the market price of their securities have been subject to securities class action litigation. We may
be the target of this type of litigation in the future. Regardless of the merits or the ultimate results of such litigation, securities litigation brought against us
could result in substantial costs and divert our management’s attention from other business concerns.

We are an “emerging growth company” and the reduced disclosure requirements applicable to emerging growth companies could make our common
stock less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act. We may remain an emerging growth company until as late as December 31, 2023,
though we may cease to be an emerging growth company earlier under certain circumstances, including (i) if the market value of our common stock that is
held by non-affiliates exceeds $700 million as of any June 30, in which case we would cease to be an emerging growth company as of the following
December 31, or (ii) if our gross revenues exceeds $1.07 billion in any fiscal year. “Emerging growth companies” may take advantage of certain exemptions
from various reporting requirements that are applicable to other public companies, including 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 our periodic reports and
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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. Investors could find our common stock less attractive because we may rely on these exemptions. If
some investors find our common stock less attractive as a result, there may be a less active trading market for our common stock and our stock price may be
more volatile.

In addition, Section 102 of the JOBS Act also provides that an emerging growth company can take advantage of the extended transition period provided in
Section 7(a)(2)(B) of the Securities Act of 1933, as amended, or the Securities Act, for complying with new or revised accounting standards. An emerging
growth company can therefore delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. We are
choosing not to “opt out” of such extended transition period, and as a result, we will not comply with new or revised accounting standards on the relevant
dates on which adoption of such standards is required for non-emerging growth companies.

Future sales of our common stock or securities convertible or exchangeable for our common stock may cause our stock price to decline.

If our existing stockholders or optionholders sell, or indicate an intention to sell, substantial amounts of our common stock in the public market after the
lock-up and legal restrictions on resale discussed in this prospectus lapse, the price of our common stock could decline. The perception in the market that
these sales may occur could also cause the price of our common stock to decline. Based on shares of common stock outstanding as of December 31, 2017,
upon the completion of this offering, we will have outstanding a total of             shares of common stock. Of these shares, the shares of common stock sold
by us in this offering, plus any shares sold upon exercise of the underwriters’ option to purchase additional shares of common stock, will be freely tradable
without restriction, unless held by our affiliates, in the public market immediately following this offering.

After the lock-up agreements entered in connection with this offering expire, shares of common stock covered by those agreements will be eligible for sale
in the public market, subject in certain instances to volume limitations under Rule 144 under the Securities Act, with respect to shares held by directors,
executive officers and other affiliates. Piper Jaffray & Co. may, in its sole discretion, permit our directors, our executive officers and other stockholders and
the holders of our outstanding options or warrants who are subject to the lock-up agreements to sell shares prior to the expiration of the lock-up agreements.
Sales of these shares, or perceptions that they will be sold, could cause the price of our common stock to decline.

In addition, based on the number of shares subject to outstanding awards under the 2003 Plan, or available for issuance thereunder, as of December 31,
2017, and including the initial reserve under the 2018 Plan, shares of common stock that are either subject to outstanding options, outstanding but subject to
vesting or reserved for future issuance under the 2018 Plan will become eligible for sale in the public market to the extent permitted by the provisions of
various vesting schedules, the lock-up agreements and Rule 144 and Rule 701 under the Securities Act. We also plan to file a registration statement
permitting shares of common stock issued in the future pursuant to the 2018 Plan to be freely resold by plan participants in the public market, subject to the
lock-up agreements, applicable vesting schedules and, for shares held by directors, executive officers and other affiliates, volume limitations under Rule 144
under the Securities Act. The 2018 Plan contains provisions for the annual increase of the number of shares reserved for issuance under such plan, as
described elsewhere in this prospectus, which shares we also intend to register. If the shares we may issue from time to time under the 2018 Plan are sold, or
if it is perceived that they will be sold, by the award recipients in the public market, the price of our common stock could decline.

Approximately 321,723,164 shares of common stock will be entitled to rights with respect to registration under the Securities Act, subject to the lock-up
agreements described above. Such registration would
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result in these shares becoming fully tradable without restriction under the Securities Act when the applicable registration statement is declared effective.
Sales of such shares could cause the price of our common stock to decline. See “Description of Capital Stock—Registration Rights” for additional
information.

Our reported financial results may be adversely affected by changes in accounting principles generally accepted in the United States.

Generally accepted accounting principles in the United States, or U.S. GAAP, are subject to interpretation by the Financial Accounting Standards Board, or
FASB, the U.S. Securities and Exchange Commission, or SEC, and various bodies formed to promulgate and interpret appropriate accounting principles. A
change in these principles or interpretations could have a significant effect on our reported financial results, and could affect the reporting of transactions
completed before the announcement of a change.

In particular, in May 2014, the FASB issued Accounting Standards Update, or ASU, No. 2014-09, Revenue from Contracts with Customers (Topic 606),
which supersedes the revenue recognition requirements in ASC 605, Revenue Recognition. The core principle of ASU 2014-09 is that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. As an “emerging growth company,” the JOBS Act allows us to delay adoption of new or revised
accounting pronouncements applicable to public companies until such pronouncements are made applicable to private companies. We have elected to use
this extended transition period under the JOBS Act with respect to ASU 2014-09, which will result in ASU 2014-09 becoming applicable to us after we
cease to be an emerging growth company, unless we choose to adopt it beforehand. We are currently evaluating the impact that ASU 2014-09 may have on
our financial reporting.

If there is no viable public market for our common stock, you may be unable to sell your shares at or above the initial public offering price.

Prior to this offering there has been no public market for shares of our common stock. Although we expect our common stock will be approved for listing on
the Nasdaq Global Market, an active trading market for our shares may never develop or be sustained following this offering. You may be unable to sell
your shares quickly or at the market price if trading in shares of our common stock is not active. The initial public offering price for our common stock will
be determined through negotiations with the underwriters, and the negotiated price may not be indicative of the market price of the common stock after the
offering. As a result of these and other factors, you may be unable to resell your shares of our common stock at or above the initial public offering price.
Further, an inactive market may also impair our ability to raise capital by selling shares of our common stock and may impair our ability to enter into
strategic partnerships or acquire companies or products by using our shares of common stock or other equity-linked securities as consideration.

Investors in this offering will suffer immediate and substantial dilution of their investment.

If you purchase common stock in this offering, you will pay more for your shares than our pro forma as adjusted net tangible book value per share. Based
upon an assumed initial public offering price of $             per share, the midpoint of the price range set forth on the cover page of this prospectus, you will
incur immediate and substantial dilution of $                per share, representing the difference between our assumed initial public offering price and our pro
forma as adjusted net tangible book value per share. Based upon the assumed initial public offering price of $                per share, purchasers of common
stock in this offering will have contributed approximately    % of the aggregate purchase price paid by all purchasers of our stock and will own
approximately    % of our common stock outstanding after this offering. To the extent outstanding stock options or warrants are exercised, new investors
may incur further dilution. For information on how the foregoing amounts were calculated, see the section titled “Dilution.”
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Our sales volumes and our results of operations may fluctuate over the course of the year.

We have experienced and may continue to experience meaningful variability in our sales and gross profit among quarters. A number of factors over which
we have limited control, such as seasonal variations in revenues, may contribute to fluctuations in our financial results. In the first quarter, our results can be
impacted by severe weather and by the resetting of annual U.S. patient healthcare insurance plan deductibles, which may cause delays in patients seeking
TMS treatments. Historically, we have seen a sequential reduction in third quarter revenues, which we believe is attributable to summer vacation plans of
psychiatrists and patients. In addition, the fourth quarter has consistently been a strong revenue quarter on a sequential basis primarily due to U.S.
psychiatrists’ historical timing for capital expenditures, patients’ needs to exhaust remaining balances in flexible spending accounts and customers’ timings
of increased purchases ahead of price increases that may become effective in the following year.

Additional factors that we expect may contribute to variability in our sales and gross profit over the course of the year include:
 

 •  the growth or decline of our installed system base;
 

 •  the unpredictability of future sales by our international distributors, including our exclusive distributor in Japan;
 

 •  the demand for, and pricing of, our products and the products of our competitors;
 

 •  the timing of or failure to obtain regulatory clearances or approvals for other products, indications or treatments; or
 

 •  the costs, benefits and timing of new product introductions.

We will have broad discretion in the use of the net proceeds from this offering and may invest or spend the proceeds in ways which you do not agree or
that may not be effective.

We discuss our plan for the use of the net proceeds of this offering in the section titled “Use of Proceeds.” However, our management will have broad
discretion over the use of the net proceeds from this offering. Because of the number and variability of factors that will determine our use of such proceeds,
you may not agree with how we allocate or spend the proceeds from this offering. We may pursue additional domestic and international sales and marketing
efforts, commercialization and product development strategies, clinical trials, regulatory approvals or collaborations that decrease the market value of our
common stock and that increase our losses. You will not have the opportunity, as part of your investment decision, to assess whether we are using the net
proceeds appropriately and you will be relying on the judgment of our management regarding the use of these net proceeds. Our failure to allocate and
spend the net proceeds from this offering effectively could harm our business, financial condition and results of operations.

Our principal stockholders and management own a significant percentage of our stock and will be able to exert control over matters subject to
stockholder approval.

Excluding any shares that may be purchased in this offering, including pursuant to the directed share program or otherwise, our officers and directors,
together with holders of 5% or more of our outstanding common stock before this offering and their respective affiliates, will beneficially own
approximately     % of our common stock. Accordingly, these stockholders will continue to have an influence over the outcome of corporate actions
requiring stockholder approval, including the election of directors, mergers, consolidation or sale of all or substantially all of our assets or any other
significant corporate transaction. The interests of these stockholders may not be the same as or may even conflict with your interests. For example, these
stockholders could attempt to delay or prevent a change in control of the company, even if such a change in control would benefit our other stockholders,
which
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could deprive our stockholders of an opportunity to receive a premium for their common stock as part of a sale of the company or our assets and might
affect the prevailing price of our common stock. The significant concentration of stock ownership may negatively impact the price of our common stock due
to investors’ perception that conflicts of interest may exist or arise.

As a result of becoming a public company, we will be obligated to develop and maintain proper and effective internal controls over financial reporting
and any failure to maintain the adequacy of these internal controls may adversely affect investor confidence in our company and the value of our
common stock.

To comply with the requirements of being a public company, we expect to undertake various actions, including implementing new internal controls and
procedures and hiring new accounting or internal finance staff. The Sarbanes-Oxley Act requires that we maintain effective disclosure controls and
procedures and internal control over financial reporting. We are continuing to develop and refine our disclosure controls and other procedures that are
designed to ensure that information required to be disclosed by us in the reports that we file with the SEC is recorded, processed, summarized and reported
within the time periods specified in SEC rules and regulations, and that information required to be disclosed in reports under the Securities Exchange Act of
1934, or the Exchange Act, is communicated to our principal executive and financial officers. Our current controls and any new controls that we develop
may become inadequate and weaknesses in our internal control over financial reporting may be discovered in the future. Any failure to develop or maintain
effective controls when we become subject to this requirement could negatively impact the results of periodic management evaluations and annual
independent registered public accounting firm attestation reports regarding the effectiveness of our internal control over financial reporting that we will be
required to include in our periodic reports we will file with the SEC under Section 404 of the Sarbanes-Oxley Act, harm our operating results, cause us to
fail to meet our reporting obligations or result in a restatement of our prior period financial statements. In the event that we are not able to demonstrate
compliance with the Sarbanes-Oxley Act, that our internal control over financial reporting is perceived as inadequate or that we are unable to produce timely
or accurate financial statements, investors may lose confidence in our operating results and the price of our common stock could decline. In addition, if we
are unable to continue to meet these requirements, we may be unable to remain listed on                .

Our independent registered public accounting firm will not be required to formally attest to the effectiveness of our internal control over financial reporting
until the later of our second annual report or the first annual report required to be filed with the SEC following the date we are no longer an “emerging
growth company,” as defined in the JOBS Act, depending on whether we choose to rely on certain exemptions set forth in the JOBS Act.

Provisions of our amended and restated charter documents or Delaware law could delay or prevent an acquisition of the company, even if the
acquisition would be beneficial to our stockholders, which could make it more difficult for you to change management.

Provisions in our amended and restated certificate of incorporation and our amended and restated bylaws that will become effective upon the completion of
this offering may discourage, delay or prevent a merger, acquisition or other change in control that stockholders may consider favorable, including
transactions in which stockholders might otherwise receive a premium for their shares. In addition, these provisions may frustrate or prevent any attempt by
our stockholders to replace or remove our current management by making it more difficult to replace or remove our board of directors. These provisions
include:
 

 •  a prohibition on stockholder action through written consent;
 

 •  no cumulative voting in the election of directors;
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•  the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the

resignation, death or removal of a director;
 

 
•  a requirement that special meetings of stockholders be called only by the board of directors, the chairman of the board of directors, the

chief executive officer or, in the absence of a chief executive officer, the president;
 

 •  an advance notice requirement for stockholder proposals and nominations;
 

 •  the authority of our board of directors to issue blank-check preferred stock with such terms as our board of directors may determine; and
 

 
•  a requirement of approval of not less than 66 2/3% of all outstanding shares of our capital stock entitled to vote to amend any bylaws by

stockholder action, or to amend specific provisions of our amended and restated certificate of incorporation.

In addition, Delaware law prohibits a publicly held Delaware corporation from engaging in a business combination with an interested stockholder, generally
a person who, together with its affiliates, owns, or within the last three years has owned, 15% or more of our voting stock, for a period of three years after
the date of the transaction in which the person became an interested stockholder, unless the business combination is approved in a prescribed manner.
Accordingly, Delaware law may discourage, delay or prevent a change in control of our company.

Provisions in our charter documents and other provisions of Delaware law could limit the price that investors are willing to pay in the future for shares of
our common stock.

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware will be the exclusive forum for
substantially all disputes between us and our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes
with us or our directors, officers or employees.

Our amended and restated certificate of incorporation that will become effective upon the completion of this offering provides that the Court of Chancery of
the State of Delaware is the exclusive forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a
fiduciary duty or other wrongdoing by any of our directors, officers, employees or agents to us or our stockholders, (iii) any action asserting a claim arising
pursuant to any provision of the DGCL or our amended and restated certificate of incorporation or amended and restated bylaws, (iv) any action to interpret,
apply, enforce or determine the validity of our amended and restated certificate of incorporation or amended and restated bylaws or (v) any action asserting a
claim governed by the internal affairs doctrine. This choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it
finds favorable for disputes with us or our directors, officers or other employees, which may discourage such lawsuits against us and our directors, officers
and other employees. Alternatively, if a court were to find the choice of forum provision contained in our amended and restated certificate of incorporation
to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in other jurisdictions, which could
harm our business.

We do not anticipate paying any cash dividends on our common stock in the foreseeable future; therefore, capital appreciation, if any, of our common
stock will be your sole source of gain for the foreseeable future.

We have never declared or paid any cash dividends on our common stock and do not intend to do so in the foreseeable future. We currently intend to retain
all available funds and any future earnings to finance the growth and development of our business. In addition, the terms of our credit agreements
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contain, and the terms of any future credit agreements we may enter into may contain, terms prohibiting or limiting the amount of dividends that may be
declared or paid on our common stock. As a result, capital appreciation, if any, of our common stock will be your sole source of gain for the foreseeable
future.

If securities or industry analysts do not publish research, or publish inaccurate or unfavorable research, about our business, our stock price and trading
volume could decline.

If a trading market for our common stock develops, it will depend, in part, on the research and reports that securities or industry analysts publish about us or
our business. Securities and industry analysts do not currently, and may never, publish research on the company. If no securities or industry analysts
commence coverage of the company, the price for our common stock could be negatively impacted. In the event securities or industry analysts initiate
coverage, if one or more of the analysts who cover us downgrade our common stock or publish inaccurate or unfavorable research about our business, our
stock price could decline. In addition, if our operating results fail to meet the forecast of analysts, our stock price could decline. If one or more of these
analysts cease coverage of the company or fail to publish reports on us regularly, demand for our common stock could decrease, which might cause our
stock price and trading volume to decline.
 

54



Table of Contents

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. All statements other than statements of historical facts contained in this prospectus, including
statements regarding our future results of operations and financial position, business strategy, current and prospective products, product approvals, research
and development costs, current and prospective collaborations, timing and likelihood of success, plans and objectives of management for future operations
and future results of current and anticipated products, are forward-looking statements. These statements involve known and unknown risks, uncertainties
and other important factors that may cause our actual results, performance or achievements to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking statements.

In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “expect,” “plan,” “anticipate,” “could,” “intend,”
“target,” “project,” “contemplates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of these terms or other similar expressions.
The forward-looking statements in this prospectus are only predictions. We have based these forward-looking statements largely on our current expectations
and projections about future events and financial trends that we believe may affect our business, financial condition and results of operations. These
forward-looking statements speak only as of the date of this prospectus and are subject to a number of risks, uncertainties and assumptions described under
the sections in this prospectus entitled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
elsewhere in this prospectus. The events and circumstances reflected in our forward-looking statements may not be achieved or occur and actual results
could differ materially from those projected in the forward-looking statements. Moreover, we operate in an evolving environment. New risk factors and
uncertainties may emerge from time to time, and it is not possible for us to predict all risk factors and uncertainties. Except as required by applicable law, we
do not plan to publicly update or revise any forward-looking statements contained herein, whether as a result of any new information, future events, changed
circumstances or otherwise.
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IMPLICATIONS OF BEING AN EMERGING GROWTH COMPANY

We qualify as an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. An emerging growth
company may take advantage of certain exemptions from certain reporting requirements and other burdens that are otherwise applicable generally to public
companies that are not emerging growth companies. These exemptions include, but are not limited to:
 

 
•  reduced obligations with respect to financial data, including presenting only two years of audited financial statements and only two years of

selected financial data in the Registration Statement on Form S-1 of which this prospectus is a part;
 

 
•  an exception from compliance with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002, as amended, or

the Sarbanes-Oxley Act;
 

 
•  reduced disclosure about our executive and director compensation arrangements in our periodic reports, proxy statements and registration

statements; and
 

 
•  exemptions from the requirements of holding non-binding advisory votes on executive and director compensation or golden parachute

arrangements.

We may take advantage of these exemptions for up to five years or such earlier time that we no longer qualify as an emerging growth company. We would
cease to qualify as an emerging growth company if we have more than $1.07 billion in annual revenues, we are deemed to be a “large accelerated filer”
under the rules of the U.S. Securities and Exchange Commission, or SEC, which means the market value of our common stock that is held by non-affiliates
exceeds $700 million or we issue more than $1.0 billion of non-convertible debt over a three-year period. We may choose to take advantage of some but not
all of these reduced reporting burdens. For example, we may take advantage of the exemption from auditor attestation on the effectiveness of our internal
control over financial reporting. We have taken advantage of certain reduced reporting burdens in this prospectus. To the extent that we take advantage of
these reduced reporting requirements, the information that we provide stockholders may be different than you might obtain from other public companies in
which you hold equity interests.

In addition, under the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards until such time as those standards
apply to private companies. We have elected to avail ourselves of this exemption from new or revised accounting standards and, therefore, we will not be
subject to the same new or revised accounting standards as other public companies that are not emerging growth companies.
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MARKET, INDUSTRY AND OTHER DATA

Unless otherwise indicated, information contained in this prospectus concerning our industry and the markets in which we operate, including our general
expectations and market position, market opportunity and market size, is based on information from our own management estimates and research, as well as
from industry and general publications and research, surveys and studies conducted by third parties. Management estimates are derived from publicly
available information, the study we commissioned Symphony Health to conduct in order to guide and inform our market strategy, our knowledge of our
industry and assumptions based on such information and knowledge, which we believe to be reasonable. This data involves a number of assumptions and
limitations, and you are encouraged not to give undue weight to such estimates. While we believe the market position, market opportunity and market size
information included in this prospectus is generally reliable, such information is inherently imprecise.

In addition, assumptions and estimates of our and our industry’s future performance are necessarily subject to a high degree of uncertainty and risk due to a
variety of factors, including those described in the section entitled “Risk Factors.” These and other factors could cause our future performance to differ
materially from our assumptions and estimates.
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USE OF PROCEEDS

We estimate that the net proceeds from our issuance and sale of                shares of our common stock in this offering will be approximately
$                million (or $                million if the underwriters exercise in full their option to purchase additional shares), assuming an initial public offering
price of $                 per share, which is the midpoint of the price range set forth on the cover page of this prospectus, after deducting underwriting discounts
and commissions and estimated offering expenses payable by us.

Each $1.00 increase (decrease) in the assumed initial public offering price of $                 per share, which is the midpoint of the price range set forth on the
cover page of this prospectus, would increase (decrease) the net proceeds to us from this offering by $                 million, assuming the number of shares
offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting underwriting discounts and commissions and estimated
offering expenses payable by us. Each increase (decrease) of 1,000,000 in the number of shares we are offering would increase (decrease) the net proceeds
to us from this offering by $                million, assuming the assumed initial public offering price of $                per share stays the same, and after deducting
underwriting discounts and commissions and estimated offering expenses payable by us.

As of December 31, 2017, we had cash and cash equivalents of $29.1 million. We intend to use the net proceeds from this offering, together with our
existing cash and cash equivalents, as follows:
 

 
•  approximately $                million to fund the further commercialization of our NeuroStar Advanced Therapy System, primarily through

expansion of our sales and customer support team;
 

 

•  approximately $                million to fund research and development activities, which may include hardware and software product
development and enhancements of our NeuroStar Advanced Therapy System and clinical development expenses relating to additional
indications, which may include bipolar depression, post-traumatic stress disorder and potential other clinical indications yet to be
determined; and

 

 •  the balance for general corporate purposes, including general and administrative expenses and working capital.

Our expected use of net proceeds from this offering represents our current intentions based upon our present plans and business condition. As of the date of
this prospectus, we cannot predict with complete certainty all of the particular uses for the net proceeds to be received upon the completion of this offering
or the actual amounts that we will spend on the uses set forth above. We believe opportunities may exist from time to time to expand our current business
through the acquisition or in-license of complementary businesses, technologies or intellectual property. While we have no current agreements for any
specific acquisitions or in-licenses at this time, we may use a portion of the net proceeds for these purposes.

The amounts and timing of our actual expenditures will depend on numerous factors, including the results of our sales and marketing expansion efforts, the
progress of our clinical trials and other development efforts for our NeuroStar Advanced Therapy System and the amount of cash used in our operations. We
therefore cannot estimate with certainty the amount of net proceeds to be used for the purposes described above. We may find it necessary or advisable to
use the net proceeds for other purposes, and we will have broad discretion in the application of the net proceeds. Pending the uses described above, we plan
to invest the net proceeds from this offering in short and intermediate term, interest-bearing obligations, investment-grade instruments, certificates of deposit
or direct or guaranteed obligations of the U.S. government.
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DIVIDEND POLICY

We have never declared or paid, and do not anticipate declaring or paying, in the foreseeable future, any cash dividends on our common stock. We currently
intend to retain all available funds and any future earnings to support our operations and finance the growth and development of our business. In addition,
under the terms of our loan and security agreement with Oxford Finance LLC we may not declare or pay any cash dividends or distributions, subject to
certain exceptions, without the consent of Oxford Finance LLC. Any future determination related to our dividend policy will be made at the discretion of
our board of directors and will depend upon, among other factors, our results of operations, financial condition, capital requirements, the consent of Oxford
Finance LLC, other contractual restrictions, business prospects and other factors our board of directors may deem relevant.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and capitalization as of December 31, 2017:
 

 •  on an actual basis;
 

 

•  on a pro forma basis to give effect to (i) the automatic conversion of all outstanding shares of our convertible preferred stock into an
aggregate of 318,676,911 shares of common stock, which will occur upon the closing of this offering; (ii) the automatic conversion of
outstanding warrants to purchase shares of our convertible preferred stock into warrants to purchase shares of our common stock, which
will occur upon the closing of this offering; and (iii) the effectiveness of our amended and restated certificate of incorporation; and

 

 
•  on a pro forma as adjusted basis to give further effect to our issuance and sale of                shares of common stock in this offering at an

assumed initial public offering price of $                per share, which is the midpoint of the price range set forth on the cover page of this
prospectus, after deducting underwriting discounts and commissions and estimated offering expenses payable by us.

You should read this information in conjunction with our audited financial statements and the related notes thereto appearing at the end of this prospectus,
the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section and other financial information contained in this
prospectus.
 
   As of December 31, 2017  

   Actual   
Pro forma

(Unaudited)   

Pro forma
as Adjusted
(Unaudited)  

   (in thousands, except per share data)  
Cash and cash equivalents   $ 29,147  $ 29,147  $  

    

 

   

 

   

 

Long-term debt, net   $ 29,556  $ 29,556  $  
Convertible preferred stock warrant liability    478   —    
Convertible preferred stock    187,136   —    
Stockholders’ equity (deficit):     

Preferred stock, $0.01 par value: actual: no shares authorized, issued or outstanding; pro
forma and pro forma as adjusted:                 shares authorized, no shares issued or
outstanding    —     —    

Common stock, $0.01 par value: actual: 407,024 shares authorized; 6,713 shares issued and
outstanding; pro forma:                 shares authorized; 325,390 shares issued and
outstanding; pro forma as adjusted:                 shares authorized;                shares issued and
outstanding    67   3,254  

Additional paid-in capital    4,227   188,654  
Accumulated deficit    (196,946)   (196,946)  

    
 

   
 

   
 

Total stockholders’ equity (deficit)   $(192,652)  $ (5,038)  $  
    

 
   

 
   

 

Total capitalization   $ 24,518  $ 24,518  $                  
    

 

   

 

   

 

 
 Each $1.00 increase (decrease) in the assumed initial public offering price of $                per share, which is the midpoint of the price range set forth on the cover page of this prospectus, would increase
(decrease) the pro forma as adjusted amount of each of cash and cash equivalents, additional paid-in capital and total stockholders’ equity (deficit) by $                million, assuming that the number of
shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting underwriting discounts and commissions and estimated offering expenses payable by us.
Similarly, each increase (decrease) of 1,000,000 shares in the number of shares offered by us at the assumed initial public offering price would increase (decrease) the pro forma as adjusted amount of
each of cash and cash equivalents, additional paid-in capital and total stockholders’ equity (deficit) by $                million.
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The number of shares of common stock outstanding as of December 31, 2017, after giving effect to the conversion of all outstanding shares of our
convertible preferred stock into common stock upon the closing of this offering, excludes:
 

 
•  70,864,342 shares of common stock issuable upon the exercise of stock options outstanding as of December 31, 2017, with a weighted-

average exercise price of $0.08 per share;
 

 
•  3,080,584 shares of common stock issuable upon the exercise of stock options granted after December 31, 2017, with a weighted-average

exercise price of $0.16 per share;
 

 
•  3,046,253 shares of common stock issuable upon the exercise of warrants outstanding as of December 31, 2017 to purchase shares of

convertible preferred stock that will become warrants to purchase shares of common stock upon the closing of this offering, at a weighted-
average exercise price of $0.38 per share;

 

 
•                   shares of common stock reserved for future issuance under the 2018 Plan and shares that become available under the 2018 Plan

pursuant to provisions that automatically increase the share reserve under the 2018 Plan each year; and
 

 
•                   shares of common stock reserved for issuance under the 2018 ESPP and shares that become available under the 2018 ESPP

pursuant to provisions that automatically increase the share reserve under the 2018 ESPP each year.
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DILUTION

As of December 31, 2017, we had a historical net tangible book deficit of $192.7 million, or $28.70 per share of common stock. Our historical net tangible
book deficit per share represents total tangible assets less total liabilities and convertible preferred stock, which is not included within stockholders’ deficit,
divided by the number of shares of our common stock outstanding as of December 31, 2017.

Our pro forma net tangible book deficit as of December 31, 2017 was $5.0 million, or $0.02 per share of our common stock. Pro forma net tangible book
deficit per share represents total tangible assets less total liabilities, divided by the number of shares of our common stock outstanding as of December 31,
2017, after giving effect to (i) the automatic conversion of all outstanding shares of our convertible preferred stock into an aggregate of 318,676,911 shares
of common stock upon the closing of this offering and (ii) the reclassification of our convertible preferred stock warrant liability to additional paid-in capital
upon the automatic conversion of outstanding warrants to purchase shares of our convertible preferred stock into warrants to purchase shares of our common
stock, which will occur upon the closing of this offering.

After giving further effect to the receipt of the net proceeds from our sale of                      shares of common stock in this offering at an assumed initial
public offering price of $                 per share, which is the midpoint of the price range set forth on the cover page of this prospectus, and after deducting
underwriting discounts and commissions and estimated offering expenses payable by us, our pro forma as adjusted net tangible book value as of
December 31, 2017 would have been $                 million, or $                 per share. This amount represents an immediate increase in pro forma net tangible
book value of $                 per share to our existing stockholders and immediate dilution of $                 per share to new investors in this offering. We
determine dilution by subtracting the pro forma as adjusted net tangible book value per share after this offering from the amount of cash that a new investor
paid for a share of common stock in this offering.

The following table illustrates this dilution to new investors on a per share basis:
 

Assumed initial public offering price per share     $             
Historical net tangible book deficit per share of common stock as of

December 31, 2017   $(28.70)   
Decrease in net tangible book deficit per share of common stock attributable

to pro forma adjustments    28.68   
    

 
  

Pro forma net tangible book deficit per share of common stock as of
December 31, 2017    (0.02)   

Increase in net tangible book value per share of common stock attributable to
this offering     

    
 

  

Pro forma as adjusted net tangible book value per share of common stock after this
offering     

      
 

Dilution per share of common stock to new investors participating in this offering     $             
      

 

Each $1.00 increase (decrease) in the assumed initial public offering price of $                 per share, which is the midpoint of the price range set forth on the
cover page of this prospectus, would increase (decrease) the pro forma as adjusted net tangible book value per share after this offering by $                , and
dilution in pro forma net tangible book value per share to new investors by $    , assuming that the number of shares offered by us, as set forth on the cover
page of this prospectus, remains the same and
 

62



Table of Contents

after deducting underwriting discounts and commissions and estimated offering expenses payable by us. An increase of 1,000,000 shares in the number of
shares we are offering would increase the pro forma as adjusted net tangible book value per share after this offering by $                and decrease the dilution
per share to new investors participating in this offering by $                , assuming no change in the assumed initial public offering price per share and after
deducting underwriting discounts and commissions and estimated offering expenses payable by us. A decrease of 1,000,000 shares in the number of shares
we are offering would decrease the pro forma as adjusted net tangible book value per share after this offering by $                and increase the dilution per
share to new investors participating in this offering by $                , assuming no change in the assumed initial public offering price per share and after
deducting underwriting discounts and commissions and estimated offering expenses payable by us.

If the underwriters exercise in full their option to purchase additional shares of our common stock, the pro forma as adjusted net tangible book value after
this offering would be $                 per share, the increase in pro forma net tangible book value per share would be $                 and the dilution per share to
new investors would be $                 per share, in each case assuming an initial public offering price of $                 per share, which is the midpoint of the
price range set forth on the cover page of this prospectus.

The following table summarizes, as of December 31, 2017 on the pro forma as adjusted basis described above, the differences between the number of shares
purchased from us, the total consideration paid to us in cash and the average price per share that existing stockholders and investors in this offering paid for
such shares. The calculation below is based on an assumed initial public offering price of $                 per share, which is the midpoint of the price range set
forth on the cover page of this prospectus, before deducting underwriting discounts and commissions and estimated offering expenses payable by us.
 
   Shares Purchased   Total Consideration   Average Price

Per Share     Number    Percent  Amount    Percent  
Existing stockholders    325,389,508        %  $179,283,612        %  $ 0.55 
Investors in this offering         

    
 

    
 

   
 

    
 

 

Total      100%  $     100%  
    

 

    

 

   

 

    

 

 

A $1.00 increase or decrease in the assumed initial public offering price of $             per share, the midpoint of the range listed on the cover of this
prospectus, would increase or decrease, respectively, total consideration paid by investors in this offering and total consideration paid by all stockholders by
$             million, assuming that the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same.

If the underwriters exercise their option to purchase additional shares of our common stock in full:
 

 
•  the percentage of shares of common stock held by existing stockholders will decrease to approximately                  % of the total number of

shares of our common stock outstanding after this offering; and
 

 
•  the number of shares held by new investors will increase to                 , or approximately                  % of the total number of shares of our

common stock outstanding after this offering.

The foregoing tables and calculations are based on the number of shares of our common stock outstanding as of December 31, 2017, after giving effect to
the conversion of all outstanding shares of our convertible preferred stock into common stock upon the closing of this offering, and excludes:
 

 
•  70,864,342 shares of common stock issuable upon the exercise of stock options outstanding as of December 31, 2017, with a weighted-

average exercise price of $0.08 per share;
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•  3,080,584 shares of common stock issuable upon the exercise of stock options granted after December 31, 2017, with a weighted-average

exercise price of $0.16 per share;
 

 
•  3,046,253 shares of common stock issuable upon the exercise of warrants outstanding as of December 31, 2017 to purchase shares of

convertible preferred stock that will become warrants to purchase shares of common stock upon the closing of this offering, at a weighted-
average exercise price of $0.38 per share;

 

 
•                   shares of common stock reserved for future issuance under the 2018 Plan, and shares that become available under the 2018 Plan

pursuant to provisions that automatically increase the share reserve under the 2018 Plan each year; and
 

 
•                   shares of common stock reserved for issuance under the 2018 ESPP, and shares that become available under the 2018 ESPP

pursuant to provisions that automatically increase the share reserve under the ESPP each year.

To the extent any of our outstanding options or warrants is exercised, there will be further dilution to new investors.

We may choose to raise additional capital through the sale of equity or equity-linked securities due to market conditions or strategic considerations for our
current or future development and commercialization plans. To the extent that we issue additional shares of common stock or other equity or equity-linked
securities in the future, there will be further dilution to our stockholders.
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SELECTED FINANCIAL DATA

The following tables set forth, for the periods and as of the dates indicated, our selected historical financial data. The statements of operations data for the
years ended December 31, 2016 and 2017 and the balance sheet data as of December 31, 2016 and 2017 have been derived from our audited financial
statements appearing at the end of this prospectus. You should read this data together with the more detailed information contained in our audited financial
statements and the related notes thereto and in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included
elsewhere in this prospectus. Our historical results are not necessarily indicative of the results that should be expected in the future.
 

   Years ended December 31,  
           2016                   2017          
   (in thousands, except per share data)  
Statements of Operations Data:    
Revenues   $ 34,228  $ 40,433 
Cost of revenues    6,622   9,632 

    
 

   
 

Gross Profit    27,606   30,801 
    

 
   

 

Operating expenses:    
Sales and marketing    21,794   27,900 
General and administrative    6,926   8,572 
Research and development    8,223   7,937 

    
 

   
 

Total operating expenses    36,943   44,409 
    

 
   

 

Loss from Operations    (9,337)   (13,608) 
    

 
   

 

Other (income) expense:    
Interest expense    1,835   2,808 
Other (income) expense, net    62   (357) 

    
 

   
 

Net Loss   $ (11,234)  $ (16,059) 
    

 

   

 

Net loss per share of common stock outstanding, basic and
diluted   $ (2.65)  $ (2.97) 

    

 

   

 

Weighted-average common shares outstanding, basic and
diluted    4,246   5,401 

    

 

   

 

Pro forma net loss per share of common stock outstanding, basic
and diluted (unaudited)    $ (0.05) 

     

 

Pro forma weighted-average common shares outstanding, basic
and diluted (unaudited)     307,288 

     

 

 
See “Note 11. Loss per Share” in our audited financial statements included elsewhere in this prospectus for an explanation of the method used to calculate the historical and pro forma basic and diluted
net loss per common share.
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   As of December 31,  
   2016   2017  
   (in thousands)  
Balance Sheet Data:    
Cash and cash equivalents   $ 17,040  $ 29,147 
Working capital    9,582   25,011 
Total assets    24,798   38,938 
Long-term debt, net    15,647   29,556 
Convertible preferred stock warrant liability    459   478 
Convertible preferred stock    172,311   187,136 
Accumulated deficit    (180,887)   (196,946) 
Total stockholders’ deficit    (177,124)   (192,652) 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our audited financial
statements and related notes thereto and other financial information included elsewhere in this prospectus. In addition to historical financial information,
some of the information contained in the following discussion and analysis contains forward-looking statements that involve risks, uncertainties and
assumptions. You should review the ‘‘Risk Factors’’ section of this prospectus for a discussion of important factors that could cause our actual results to
differ materially from the results described in or implied by the forward-looking statements contained in the following discussion and analysis.

Overview

We are a commercial stage medical technology company focused on designing, developing and marketing products that improve the quality of life for
patients who suffer from psychiatric disorders. Our first commercial product, the NeuroStar Advanced Therapy System, is a non-invasive and non-systemic
office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength magnetic field that induces electrical currents
designed to stimulate specific areas of the brain associated with mood. The system is cleared by the United States Food and Drug Administration, or FDA,
to treat adult patients with major depressive disorder, or MDD, that have failed to achieve satisfactory improvement from prior antidepressant medication in
the current MDD episode. NeuroStar Advanced Therapy is safe, clinically effective, reproducible and precise and we believe is supported by the largest
clinical data set of any competing TMS system. We believe we are the market leader in TMS therapy based on our U.S. installed base of 752 active
NeuroStar Advanced Therapy Systems in an estimated 595 psychiatrist offices, the estimated 50,000 patients treated with approximately 1.8 million
treatment sessions, and our $40.4 million in revenues in 2017.

We designed the NeuroStar Advanced Therapy as a non-invasive therapeutic alternative to treat patients who suffer from MDD and to address many of the
key limitations of existing treatment options. We generate revenues from initial capital sales of our systems, recurring treatment sessions and from service
and repair and extended warranty contracts. We derive the majority of our revenues from our recurring treatment sessions, which represented 71% of our
U.S. revenues for the year ended December 31, 2017. Revenues from our NeuroStar Advanced Therapy Systems represented 25% of our U.S. revenues for
the same period.

We currently sell our NeuroStar Advanced Therapy System and recurring treatment sessions in the United States through our direct sales and customer
support team, which was comprised of 106 people as of December 31, 2017. Our sales force primarily targets 15,100 psychiatrists at 3,600 high-decile
psychiatric practices that we estimate, based on data from Symphony Health and our own internal estimates, treat approximately 33% of the total MDD
patients in the United States who meet our labeled indication and are insured. We expect to continue to expand our direct sales and customer support team to
further penetrate the market by demonstrating the benefits of our NeuroStar Advanced Therapy to psychiatrists and their MDD patients. Some of our
customers have and may purchase more than one NeuroStar Advanced Therapy System. Based on our commercial data, we believe psychiatrists can recoup
their initial capital investment in our system by providing a standard course of treatment to approximately 12 patients. We believe psychiatrists can generate
approximately $7,500 to $10,000 of revenue per patient for a standard course of treatment, which may provide meaningful incremental income to their
practices. We have a diverse customer base of psychiatrists in group psychiatric practices in the United States. No single customer accounted for more than
7% of our revenues in each of 2016 and 2017. Patients are reimbursed by Medicare and the vast majority of commercial payors in the United States for
treatment sessions utilizing our NeuroStar Advanced Therapy System.
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We market our products in a few select markets outside the United States through independent distributors. International revenues represented 1% of our
total revenues for the year ended December 31, 2017. In October 2017, we entered into an exclusive distribution agreement with Teijin Pharma Limited, or
Teijin, for the distribution of our NeuroStar Advanced Therapy Systems and treatment sessions to customers who will treat patients with MDD in Japan. We
received Shonin approval for our system in Japan in September 2017 and we plan to work with Teijin to obtain reimbursement or approval for NeuroStar
Advanced Therapy in Japan in 2018. We expect our international revenues to increase as a percentage of our total revenues as we grow our presence in
Japan.

Our research and development efforts are focused on the following: hardware and software product developments and enhancements of our NeuroStar
Advanced Therapy System and clinical development relating to additional indications, which may include bipolar depression and post-traumatic stress
disorder. We outsource the manufacture of components of our NeuroStar Advanced Therapy Systems that are produced to our specifications, and individual
components are either shipped directly from our third-party contract manufacturers to our customers or consolidated into pallets at our Malvern,
Pennsylvania facility prior to shipment. Final installation of these systems occurs at the customer site.

Revenues increased by $6.2 million, or 18%, from $34.2 million for the year ended December 31, 2016 to $40.4 million for the year ended December 31,
2017. For the year ended December 31, 2017, our U.S. revenues were $39.9 million, compared to $31.6 million for the year ended December 31, 2016,
which represented an increase of 26% period over period. Due to the seasonality of our sales, during the first quarter of each year, we typically experience
reduced revenues compared to our other quarters. We incurred a net loss of $16.1 million for the year ended December 31, 2017. We expect to continue to
incur losses for the next several years as we expand our commercial organization to support our planned sales growth and while continuing to invest in our
pipeline indications. As of December 31, 2017, we had an accumulated deficit of $196.9 million. Our primary sources of capital to date have been from
private placements of our convertible preferred securities, borrowings under our credit facilities and sales of our products.

Components of Our Results of Operations

Revenues

To date, we have generated revenues primarily from the capital portion of our business and related sales and rentals of the NeuroStar Advanced Therapy
System and the recurring revenues from our sale of treatment sessions in the United States.

NeuroStar Advanced Therapy System Revenues.    NeuroStar Advanced Therapy System revenues consist primarily of a capital component, including
upgrades to the equipment attributable to the initial sale of the system. NeuroStar Advanced Therapy Systems can be purchased outright or on a rent-to-own
basis by certain customers. We had an installed base of 655 and 752 active NeuroStar Advanced Therapy Systems as of December 31, 2016 and December
31, 2017, respectively.

Treatment Session Revenues.    Treatment session revenues primarily include sales of NeuroStar Treatment Sessions and SenStar treatment links. The
NeuroStar Treatment Sessions are access codes that are delivered electronically in the United States. The SenStar treatment links are disposable units
containing single-use access codes that are sold and used outside the United States. Access codes are purchased separately by our customers, primarily on an
as-needed basis, and are required by the NeuroStar Advanced Therapy System in order to deliver treatment sessions. Treatment session revenues
represented 78% and 71% of our U.S. revenues for the years ended December 31, 2016 and 2017, respectively.
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Other Revenues.    Other revenues are derived primarily from service and repair and extended warranty contracts with our existing customers.

We refer you to the section titled “Critical Accounting Policies and Use of Estimates—Revenue Recognition” appearing elsewhere in this prospectus for
additional information regarding how we account for revenues.

The United States represented 99% of our total revenues in 2017, and our sales in this region have been generated by our direct sales force. Outside the
United States, our sales are made through local third-party distributors. International revenues were 8% for the year ended December 31, 2016, compared
with 1% for the year ended December 31, 2017. In 2017, we terminated our relationship with our Japenese distributor in anticipation of entering into a new
distribution agreement with Teijin, which significantly impacted our international sales for the year. We expect that both our United States and international
revenues will increase in the near term as we continue to expand the installed base of NeuroStar Advanced Therapy Systems and increase the related patient
utilization in the United States, as well as grow our presence in Japan. We expect our revenues to be positively impacted to the extent our direct sales force
is successful in increasing the rate of adoption and utilization of treatment with TMS Therapy as an alternative to other MDD treatments.

Cost of Revenues and Gross Margin

Cost of revenues primarily consists of the costs of components and products purchased from our third-party contract manufacturers of our NeuroStar
Advanced Therapy Systems as well as the cost of treatment packs for individual treatment sessions. We use third-party contract manufacturing partners to
produce the components for and assemble the completed NeuroStar Advanced Therapy Systems. Cost of revenues also includes costs related to personnel,
royalties, warranty, shipping, and our operations and field service departments. We expect our cost of revenues to increase in absolute dollars as and to the
extent our revenues grow.

Our gross profit is calculated by subtracting our cost of revenues from our revenues. We calculate our gross margin as our gross profit divided by our
revenues. Our gross margin has been and will continue to be affected by a variety of factors, primarily product sales mix, pricing and third-party contract
manufacturing costs. Our gross margins on revenues from sales of NeuroStar Advanced Therapy Systems are lower than our gross margins on revenues
from sales of treatment sessions and, as a result, the sales mix between NeuroStar Advanced Therapy Systems and treatment sessions can affect the gross
margin in any reporting period.

Sales and Marketing Expenses

Sales and marketing expenses consist of market research and commercial activities related to the sale of our NeuroStar Advanced Therapy Systems and
treatment sessions and salaries and related benefits, sales commissions and share-based compensation for employees focused on these efforts. Other
significant sales and marketing costs include conferences and trade shows, promotional and marketing activities, including direct and online marketing,
practice support programs, television and radio media campaigns, travel and training expenses.

We anticipate a significant increase in headcount in our commercial organization and in expenses in executing on our growth initiatives as we continue to
expand our business in the United States and internationally. As a result, we expect our sales and marketing expenses to continue to increase in absolute
dollars.

General and Administrative Expenses

General and administrative expenses consist primarily of personnel expenses, including salaries and related benefits, share-based compensation and travel
expenses, for employees in executive, finance,
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information technology, legal and human resource functions. General and administrative expenses also include the cost of insurance, outside legal fees,
accounting and other consulting services, audit fees from our independent registered public accounting firm, board of directors fees and other administrative
costs, such as corporate facility costs, including rent, utilities, depreciation and maintenance not otherwise included in cost of revenues.

We anticipate that our general and administrative expenses will increase in absolute dollars because of an expanded infrastructure and an increased
headcount. We anticipate higher corporate infrastructure costs including, but not limited to, accounting, legal, human resources, consulting and investor
relations fees, listing fees on the Nasdaq Global Market, costs associated with Securities and Exchange Commission, or SEC, reporting and compliance, as
well as increased director and officer insurance premiums, as a result of becoming a public company.

Research and Development Expenses

Research and development expenses consist primarily of personnel expenses, including salaries and related benefits and share-based compensation for
employees in clinical development, product development, regulatory and quality assurance functions, as well as expenses associated with outsourced
professional scientific development services and costs of investigative sites and consultants that conduct our preclinical and clinical development programs.
We typically use our employee, consultant and infrastructure resources across our research and development programs.

We plan to incur research and development expenses for the near future as we expect to continue our development of TMS Therapy for the treatment of
additional patient populations and new indications, which may include bipolar depression, post-traumatic stress disorder and potential other clinical
indications yet to be determined, as well as for various hardware and software development projects. As a result, we expect our research and development
expenses to continue to increase in absolute dollars.

Interest Expense

Interest expense consists of cash interest payable under our credit facility and non-cash interest attributable to the accrual of final payment fees and the
amortization of deferred financing costs related to our indebtedness.

Other (Income) Expense, Net

Other (income) expense, net consists primarily of the fair value remeasurement related to our outstanding convertible preferred stock warrants, which are
accounted for as a liability and marked-to-market at each reporting period, as well as gains and losses on the disposal of fixed assets and interest income
earned on our money market account balances.
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Results of Operations
 

   Years ended December 31,   Increase/(Decrease)  
   2016   2017   Dollars   Percentage 
   (in thousands, except percentages)  
Revenues   $ 34,228  $ 40,433  $6,205   18% 
Cost of revenues    6,622   9,632   3,010   45% 

    
 

   
 

   
 

   
 

Gross Profit    27,606   30,801   3,195   12% 
    

 
   

 
   

 
   

 

Gross Margin    81%   76%   
Operating expenses:      

Sales and marketing    21,794   27,900   6,106   28% 
General and administrative    6,926   8,572   1,646   24% 
Research and development    8,223   7,937   (286)   3% 

    
 

   
 

   
 

   
 

Total operating expenses    36,943   44,409   7,466   20% 
    

 
   

 
   

 
   

 

Loss from Operations    (9,337)   (13,608)   4,271   46% 
    

 
   

 
   

 
   

 

Other (income) expense:      
Interest expense    1,835   2,808   973   53% 
Other (income) expense, net    62   (357)   (419)   * 

    
 

   
 

   
 

   
 

Net Loss   $(11,234)  $(16,059)  $4,825   43% 
    

 

   

 

   

 

   

 

 
* Calculation is not meaningful.
 

   
Revenues by Geography

Years ended December 31,  
   2016   2017  
   Amount    % of Revenues  Amount    % of Revenues 
   (in thousands, except percentages)  
United States   $31,577    92%  $39,853    99% 
International    2,651    8%   580    1% 

    
 

    
 

   
 

    
 

Total revenues   $34,228    100%  $40,433    100% 
    

 

    

 

   

 

    

 

 

   
United States Revenues by Product Category

Years ended December 31,  
   2016   2017  
   Amount    % of Revenues  Amount    % of Revenues 
   (in thousands, except percentages)  
NeuroStar Advanced Therapy System   $ 5,694    18%  $10,120    25% 
Treatment sessions    24,630    78%   28,391    71% 
Other    1,253    4%   1,342    4% 

    
 

    
 

   
 

    
 

Total United States revenues   $31,577    100%  $39,853    100% 
    

 

    

 

   

 

    

 

Comparison of the Years Ended December 31, 2016 and 2017

Revenues

Total revenues increased by $6.2 million, or 18%, from $34.2 million for the year ended December 31, 2016 to $40.4 million for the year ended
December 31, 2017. Revenues in the United States increased by $8.3 million from 2016 to 2017 due to higher unit sales of both NeuroStar Advanced
Therapy Systems and treatment sessions. International revenues declined by $2.1 million primarily due to the transition of our Japanese distributor during
the fourth quarter of 2016. During the fourth quarter of 2017, we
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entered into an exclusive distribution agreement with Teijin, which we believe will allow us to increase our revenues in Japan once we obtain
reimbursement in that country.

Revenues in the United States increased by $8.3 million, or 26%, from $31.6 million for the year ended December 31, 2016 to $39.9 million for the year
ended December 31, 2017. NeuroStar Advanced Therapy System revenues in the United States grew by $4.4 million from 2016 to 2017, or 78%, based on
64% higher unit volume and 14% higher average selling prices. NeuroStar Advanced Therapy System revenues represented 18% and 25% of United States
revenues for 2016 and 2017, respectively. NeuroStar Advanced Therapy System revenues grew as a result of the successful efforts of our expanded sales
and customer support team to place additional systems. Treatment sessions revenues in the United States increased by $3.8 million from 2016 to 2017,
primarily due to an increase in the installed base of NeuroStar Advanced Therapy Systems. Treatment sessions revenues represented 78% and 71% of
United States revenues for 2016 and 2017, respectively. United States treatment session revenues increased by 15% based on a 24% increase in volume,
partially offset by a 9% decrease in average selling price. We believe that average selling prices decreased during the year due to certain volume pricing
discounts for higher utilization customers.

Cost of Revenues and Gross Margin

Cost of revenues increased by $3.0 million, or 45%, from $6.6 million for the year ended December 31, 2016 to $9.6 million for the year ended
December 31, 2017. The increase was primarily due to increased NeuroStar Advanced Therapy System sales becoming a larger portion of the sales mix.
Gross margin was 76% for the year ended December 31, 2017 compared to 81% for the year ended December 31, 2016. The decrease in gross margin was
primarily due to the higher mix of NeuroStar Advanced Therapy System revenues in 2017 in relation to treatment sessions revenues and the reduction in the
average selling price of our treatment sessions.

Sales and Marketing Expenses

Sales and marketing expenses increased by $6.1 million, or 28%, from $21.8 million for the year ended December 31, 2016 to $27.9 million for the year
ended December 31, 2017. The increase was primarily due to increased personnel costs as a result of our sales and marketing expansion activities, as well as
higher marketing expenses and sales commission costs, consistent with our growth in revenues. During 2017, we added 15 new sales territories and
undertook several marketing projects to support our expansion plans, including increasing our presence at trade shows, expanding our media campaigns and
enhancing our practice support program to include patient starter kits.

General and Administrative Expenses

General and administrative expenses increased by $1.7 million, or 24%, from $6.9 million for the year ended December 31, 2016 to $8.6 million for the year
ended December 31, 2017. The increase was primarily due to an increase in personnel and legal, accounting and other professional services expenses
required to support the growth of our business and ready the infrastructure for public company reporting.

Research and Development Expenses

Research and development expenses decreased $0.3 million, or 3%, from $8.2 million for the year ended December 31, 2016 to $7.9 million for the year
ended December 31, 2017. The decrease was primarily due to declines in spending relating to our adolescent study, which were partially offset by expenses
relating to the launch of the next generation of our NeuroStar Advanced Therapy System and TrakStar practice management system.
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Interest Expense

Interest expense increased $1.0 million, or 53%, from $1.8 million for the year ended December 31, 2016 to $2.8 million for the year ended December 31,
2017, primarily as a result of higher cash interest expenses related to the increase in principal borrowings under our $35.0 million credit facility and higher
non-cash interest expenses accrued in connection with final payment fees due to the lender under the agreement.

Other (Income) Expense, Net

The fair value remeasurement of the liability related to our outstanding convertible preferred stock warrants decreased by $0.3 million during the year ended
December 31, 2017 as a result of the change in the fair value of our Series E and Series F convertible preferred stock during 2017.

Quarterly Results of Operations

The following tables set forth our unaudited quarterly results of operations for each quarter in the years ended December 31, 2016 and 2017, respectively.
We have prepared the unaudited quarterly results of operations on a consistent basis with our audited annual financial statements included elsewhere in this
prospectus. In the opinion of management, the unaudited quarterly results of operations reflect all adjustments, consisting only of normal and recurring
adjustments, necessary for a fair presentation. The unaudited quarterly results of operations should be read in conjunction with our audited annual financial
statements and related notes thereto included elsewhere in this prospectus. Unaudited interim results of historical periods are not necessarily indicative of
the results to be expected for a full year, or for any other period.
 
   (Unaudited) Three Months ended  

   
March 31,

2016   
June 30,

2016   
September 30,

2016   
December 31,

2016  
   (in thousands, except percentages)  
Revenues   $ 6,857  $ 9,276  $ 8,280  $ 9,815 
Cost of revenues    1,357   1,667   1,429   2,169 

    
 

   
 

   
 

   
 

Gross Profit    5,500   7,609   6,851   7,646 
    

 
   

 
   

 
   

 

Gross Margin    80%   82%   83%   78% 
Operating expenses:      

Sales and marketing    4,472   4,982   5,289   7,051 
General and administrative    1,553   1,765   1,635   1,973 
Research and development    1,958   2,163   1,885   2,217 

    
 

   
 

   
 

   
 

Total operating expenses    7,983   8,910   8,809   11,241 
    

 
   

 
   

 
   

 

Loss from Operations    (2,483)   (1,301)   (1,958)   (3,595) 
    

 
   

 
   

 
   

 

Other (income) expense:      
Interest expense    410   411   459   555 
Other (income) expense, net    (135)   104   (24)   117 

    
 

   
 

   
 

   
 

Net Loss   $ (2,758)  $(1,816)  $ (2,393)  $ (4,267) 
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   (Unaudited) Three Months ended  

   
March 31,

2017   
June 30,

2017   
September 30,

2017   
December 31,

2017  
   (in thousands, except percentages)  
Revenues   $ 7,526  $10,308  $ 10,491  $ 12,108 
Cost of revenues    1,538   2,501   2,636   2,957 

    
 

   
 

   
 

   
 

Gross Profit    5,988   7,807   7,855   9,151 
    

 
   

 
   

 
   

 

Gross Margin    80%   76%   75%   76% 
Operating expenses:      

Sales and marketing    6,306   6,400   6,566   8,628 
General and administrative    1,642   1,837   2,256   2,837 
Research and development    2,028   2,147   1,843   1,919 

    
 

   
 

   
 

   
 

Total operating expenses    9,976   10,384   10,665   13,384 
    

 
   

 
   

 
   

 

Loss from Operations    (3,988)   (2,577)   (2,810)   (4,233) 
    

 
   

 
   

 
   

 

Other (income) expense:      
Interest expense    550   711   807   740 
Other (income) expense, net    (24)   (420)   136   (49) 

    
 

   
 

   
 

   
 

Net Loss   $ (4,514)  $ (2,868)  $ (3,753)  $ (4,924) 
    

 

   

 

   

 

   

 

Seasonality

Our business has historically been affected by seasonality. In the first quarter, our results can be impacted by severe weather and by the resetting of annual
U.S. patient healthcare insurance plan deductibles, which may cause delays in patients seeking NeuroStar Advanced Therapy treatments. Historically, we
have seen a sequential decline in third quarter revenues, which we believe is attributable to summer vacation plans of psychiatrists and patients. In addition,
the fourth quarter has consistently been a strong revenue quarter on a sequential basis primarily due to U.S. psychiatrists’ historical timing for capital
expenditures and patients’ needs to exhaust remaining balances in their flexible spending accounts.

Liquidity and Capital Resources

Overview

As of December 31, 2017, we had cash and cash equivalents of $29.1 million and an accumulated deficit of $196.9 million. We incurred negative cash flows
from operating activities of $8.5 million and $11.1 million for the years ended December 31, 2016 and 2017, respectively. We have incurred operating losses
since our inception, and we anticipate that our operating losses will continue in the near term as we seek to expand our sales and marketing initiatives to
support our growth in existing and new markets and invest funds in additional research and development activities. Our primary sources of capital to date
have been from private placements of our convertible preferred securities, borrowings under our credit facilities and sales of our products. Through
December 31, 2017, we raised $187.1 million from private placements of our convertible preferred securities and at such date we had $30.0 million of
borrowings outstanding under our credit facility, which matures in March 2022 and has $5.0 million of additional capacity, subject to the achievement of
$45.0 million of trailing twelve month revenues in 2018, which is currently expected to occur in 2018.

We expect our revenues and expenses to increase in connection with our on-going activities, particularly as we continue to execute on our growth strategy,
including expansion of our sales and customer support teams. Furthermore, following the completion of this offering, we expect to incur additional costs as
a public company. Based on our current business plan, we believe that our cash and cash equivalents as of
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December 31, 2017, availability of borrowing under our credit facility, anticipated cash receipts from sales of our products and net proceeds from this
offering will be sufficient to meet our anticipated cash requirements through at least the next 24 months. However, if these sources are insufficient to satisfy
our liquidity requirements, we may seek to sell additional common or preferred equity or debt securities, or enter into a new credit facility. If we raise
additional funds by issuing equity or equity-linked securities, our stockholders would experience dilution and any new equity securities could have rights,
preferences and privileges superior to those of holders of our common stock, including the shares of common stock sold in this offering. Debt financing, if
available, may involve covenants restricting our operations or our ability to incur additional debt. We cannot be assured that additional equity, equity-linked
or debt financing will be available on terms favorable to us or our stockholders, or at all. It is also possible that we may allocate significant amounts of
capital towards products or technologies for which market demand is lower than expected and, as a result, abandon such efforts. If we are unable to obtain
adequate financing when we require it, or if we obtain financing on terms which are not favorable to us, or if we expend capital on products or technologies
that are unsuccessful, our ability to continue to support our business growth and to respond to business challenges could be significantly limited, or we may
be required to delay the development, commercialization and marketing of our products.

Our current and future funding requirements will depend on many factors, including:
 

 •  our ability to achieve revenue growth and improve operating margins;
 

 •  our ability to improve or maintain coverage and reimbursement arrangements with domestic third-party and government payors;
 

 
•  our rate of progress in establishing coverage and reimbursement arrangements from international commercial third-party and government

payors, particularly in Japan;
 

 •  the cost of expanding our operations and offerings, including our sales and marketing efforts;
 

 
•  our rate of progress in, and cost of the sales and marketing activities associated with, establishing adoption of our products and maintaining

or improving our sales to our current customers;
 

 
•  the cost of research and development activities, including research and development relating to additional indications, which may include

bipolar depression and PTSD;
 

 •  the effect of competing technological and market developments;
 

 •  costs related to international expansion; and
 

 •  the potential cost of and delays in product development as a result of any regulatory oversight applicable to our products.

Cash Flows

The following table sets forth a summary of our cash flows for the years ended December 31, 2016 and 2017:
 

   Years ended December 31,  
       2016           2017     
   (in thousands)  
Net Cash Used in Operating Activities   $ (8,541)   $ (11,144) 
Net Cash Used in Investing Activities    (324)    (594) 
Net Cash Provided by Financing Activities    4,896    23,845 

    
 

    
 

Net (Decrease) Increase in Cash and Cash Equivalents   $ (3,969)   $ 12,107 
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Net Cash Used in Operating Activities

Net cash used in operating activities for 2017 was $11.1 million, consisting primarily of a net loss of $16.1 million, offset by an increase in net operating
liabilities of $3.2 million and non-cash charges of $1.8 million. The increase in net operating liabilities was primarily due to an increase in deferred revenue
representing the initial payment and first milestone payment received in accordance with our Japanese distribution agreement as well as expanding
commercial and research activities. Non-cash charges consisted of depreciation and amortization, non-cash interest expense, share-based compensation, the
cost of rental units purchased by customers and the change in the fair value of the liability related to our outstanding convertible preferred stock warrants.

Net cash used in operating activities for 2016 was $8.5 million, consisting primarily of a net loss of $11.2 million, offset by an increase in net operating
liabilities of $1.4 million and non-cash charges of $1.3 million. The increase in net operating liabilities was primarily due to increases in accounts payable
and accrued expenses, offset by an increase in inventory primarily due rent-to-own units from one large customer. Non-cash charges consisted of
depreciation and amortization, non-cash interest expense, share-based compensation and the change in the fair value of the liability related to our
outstanding convertible preferred stock warrants.

Net Cash Used in Investing Activities

Net cash used in investing activities for 2017 was $0.6 million, compared to net cash used in investing activities for 2016 of $0.3 million, in each case
attributable to purchases of property and equipment and capitalized software costs in 2017.

Net Cash Provided by Financing Activities

Net cash provided by financing activities for 2017 was $23.8 million, consisting of $14.8 million of net proceeds from the issuance of Series G convertible
preferred stock and $10.0 million of borrowings under our current credit facility, offset by payment of $1.0 million of deferred debt issuance costs incurred
in connection with our March 2017 amended credit facility. Net cash provided by financing activities for 2016 was $4.9 million, consisting primarily of
$5.0 million of borrowings under our previous credit facility, offset by payment of the related deferred debt issuance costs incurred in connection with a
March 2016 amendment.

Indebtedness

Current $35.0 Million Credit Facility

In March 2017, we entered into a new loan and security agreement with Oxford Finance LLC, or Oxford, for a credit facility that replaced our previous
$25.0 million credit facility with Oxford and which allows us to borrow up to $35.0 million in three tranches of term loans: a Term A Loan in the amount of
$25.0 million, which was drawn down immediately upon closing in March 2017, a Term B Loan in the amount of $5.0 million, which was drawn down in
December 2017, and a Term C Loan in the amount of $5.0 million, which will become available to us upon the achievement of $45.0 million of trailing
twelve month revenues in 2018, which we expect to achieve in 2018. Each term loan accrues interest from the date of borrowing through the date of
repayment at a floating per annum rate of interest, which resets monthly and is equal to the greater of 8.15% or the 30 day U.S. LIBOR rate on the last
business day of the month plus 7.38%. At the date of each borrowing, we are required to issue to Oxford warrants to purchase our Series F or later series of
convertible preferred stock or, if we are a public company at the date of borrowing, warrants to purchase our common stock, with a seven year term and in
an amount equal to 3.95% of the first $5.0 million of each tranche borrowed. The credit facility matures and all amounts borrowed thereunder are due on
March 1, 2022. As of December 31, 2017, we had borrowed and had outstanding an aggregate of $30.0 million of principal under our credit facility.
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The Term A Loan features an interest-only period through March 2019, during which time we are required to make monthly interest payments, after which
time we are required to make monthly payments of principal and interest based on a 36-month amortization schedule. However, if $45.0 million of trailing
twelve month revenues is achieved in 2018, the interest-only period can be extended for an additional 12 months through March 2020 and the amortization
period then becomes 24 months. In connection with the drawdown of the Term A Loan, we issued to the lender a warrant to purchase 588,498 shares of our
Series F convertible preferred stock, which has an exercise price of $0.3356 per share and which expires in March 2024.

The Term B Loan features an interest-only period through March 2019, during which time we are required to make monthly interest payments, after which
time we are required to make monthly payments of principal and interest based on a 36-month amortization schedule. However, if $45.0 million of trailing
twelve month revenues is achieved in 2018, then the interest-only period can be extended for an additional 12 months through March 2020 and the
amortization period then becomes 24 months. In connection with the drawdown of the Term B Loan, we issued to the lender a warrant to purchase 588,498
shares of our Series F convertible preferred stock, which has an exercise price of $0.3356 per share and which expires in December 2024.

In addition to principal and interest payments due under the credit facility, we are required to make final payment fees to the lender due upon the earlier of
prepayment or maturity of each tranche, which are equal to 8%, 7% and 6.5% of the principal amounts of the Term A, Term B and Term C Loans,
respectively, except that if the interest-only periods on the Term A and Term B Loans are extended then the final payment fees increase to 8.5%, 7.5% and
7% of the principal amounts of the Term A, Term B and Term C Loans, respectively. We accrue the estimated final payment fees using the effective interest
rate, with a charge to non-cash interest expense, over the term of borrowing for each tranche. As of December 31, 2017, the effective interest rates for the
Term A and Term B Loans were 10.7% and 11.6%, respectively. If we prepay our term loans prior to their respective scheduled maturities, we will also be
required to make prepayment fees to the lender equal to 3% if prepaid on or before the first anniversary of funding, 2% if prepaid after the first and on or
before the second anniversary of funding or 1% if prepaid after the second anniversary of funding of the principal amounts borrowed.

Our obligations under the credit facility are secured by a first priority security interest in substantially all of our assets, other than our intellectual property.
We have agreed not to pledge or otherwise encumber any of our intellectual property. The loan and security agreement related to our credit facility includes
a financial maintenance covenant that requires us to achieve at least 75% of our trailing 12-month forecasted revenues, as measured each month in
accordance with a forecast that we provided to Oxford upon signing the agreement and future forecasts that we are required to deliver to the lenders each
year for the life of the credit facility, as well as customary affirmative and negative covenants. We were in compliance with all of the covenants under our
credit facility as of December 31, 2017.

The loan and security agreement related to our credit facility contains events of default, including, without limitation, events of default upon: (i) failure to
make payment pursuant to the terms of the agreement; (ii) violation of covenants; (iii) material adverse changes to our business; (iv) attachment or levy on
our assets or judicial restraint on our business; (v) insolvency; (vi) significant judgments, orders or decrees for payments by us not covered by insurance;
(vii) incorrectness of representations and warranties; (viii) incurrence of subordinated debt; (ix) revocation of governmental approvals necessary for us to
conduct our business; and (x) failure by us to maintain a valid and perfected lien on the collateral securing the borrowing.
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Based on a 36-month amortization of the outstanding principal amounts of the Term A and Term B Loans beginning on April 1, 2019 as discussed above,
the following table sets forth by year our required future principal payments (in thousands):
 

Year:   
Principal
Payments 

2018   $ —   
2019    7,500 
2020    10,000 
2021    10,000 
2022    2,500 

    
 

Total principal payments   $30,000 
    

 

We currently anticipate that we will extend the interest-only periods on the Term A and Term B Loans upon achieving $45.0 million of trailing twelve
month revenues, which is currently expected to occur in 2018.

Previous $25.0 Million Credit Facility

Prior to March 2017, we had a $25.0 million credit facility in place with Oxford, which we entered into in February 2014 and which allowed us to borrow
up to $25.0 million in three tranches of term loans: a Term A Loan in the amount of $15.0 million, a Term B Loan in the amount of $5.0 million, and a Term
C Loan in the amount of $5.0 million, which was never drawn down. Each term loan accrued interest at per annum rates ranging from 8.5% to 8.9%. This
facility featured an interest-only period on all tranches through March 2017, and we were also required to issue convertible preferred stock warrants to the
lender at the time of borrowing of each tranche.

We accrued final payment fees using the effective interest rate, with a charge to non-cash interest expense, over the term of borrowing and until our entry
into our current credit facility in March 2017, at which time we paid the lender $1.0 million in satisfaction of all final payment fee liabilities due under the
prior credit facility. As of December 31, 2016, the effective interest rates for the previous Term A and Term B Loans were 10.4% and 11.6%, respectively.

We evaluated whether our current credit facility entered into in March 2017 represented a debt modification or extinguishment in accordance with ASC
470-50, Debt—Modifications and Extinguishments. Upon determining that the change in cash flows between the previous and current credit facilities was
not greater than 10%, we accounted for the transaction as a debt modification. As of March 2017, the unamortized balance of deferred financing costs
incurred in connection with the $25.0 million credit facility, and certain additional deferred financing costs incurred in connection with entry into our current
credit facility, are being amortized to interest expense through March 2022 utilizing the effective interest method.

For the year ended December 31, 2016, we recognized interest expense of $1.8 million, of which $1.4 million was cash and $0.4 million was non-cash
interest expense related to the amortization of deferred financing costs and accrual of final payment fees. For the year ended December 31, 2017, we
recognized interest expense of $2.8 million, of which $2.1 million was cash and $0.7 million was non-cash interest expense related to the amortization of
deferred financing costs and accrual of final payment fees.

Off-Balance Sheet Arrangements

We do not maintain any off-balance sheet arrangements, partnerships or other relationships with unconsolidated entities, often referred to as structured
finance or special-purpose entities, which are
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established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes.

Commitments and Contractual Obligations

The following table sets forth a summary of our contractual obligations at December 31, 2017:
 

   Payments Due by Period  

   
Less than

1 Year    
1 to 3
Years    

3 to 5
Years    

More than
5 Years    Total  

   (in thousands)  
Principal payments on long-term debt   $ —     $17,500   $12,500   $ —     $30,000 
Interest and lender fees on long-term debt    2,630    4,034    3,089    —      9,753 
Operating leases    490    1,107    88    —      1,685 

    
 

    
 

    
 

    
 

    
 

Total   $ 3,120   $22,641   $15,677   $ —     $41,438 
    

 

    

 

    

 

    

 

    

 

 
 Interest payable reflects the rate in effect as of December 31, 2017. The interest rate on borrowings under the credit facility is variable and resets monthly. Lender fees reflect final payment fees due
assuming no extension of the interest-only period.

Reflects obligations primarily related to our office and warehouse/storage leases in Malvern, PA.

Distribution Agreement with Teijin Pharma Limited

In October 2017, we entered into a seven and a half year distribution agreement with Teijin Pharma Limited, or Teijin, for the exclusive distribution of our
NeuroStar Advanced Therapy System to customers who will treat patients with MDD in Japan. Under the distribution agreement, Teijin is generally
restricted from selling competing products in Japan. Our distribution agreement provides that we will have primary responsibility for obtaining
reimbursement approval for use of NeuroStar Advanced Therapy System for the treatment of MDD in Japan, and Teijin will promote the sales of NeuroStar
Advanced Therapy System for treatment of MDD in Japan. We have agreed to provide sales and technical support training to Teijin for our NeuroStar
Advanced Therapy Systems.

Teijin is required to purchase minimum dollar values of NeuroStar Advanced Therapy Systems and treatment sessions from us following reimbursement
approval by the Japanese Ministry of Health, Labour and Welfare, or JMHLW, for TMS treatment for MDD (or, if such approval requires certified training
on the NeuroStar Advanced Therapy System by a third party, then upon the first psychiatrist being issued his or her training certification).

In 2017, under our distribution agreement with Teijin, we received an upfront payment of $0.75 million and a milestone payment of $2.0 million following
JMHLW’s approval of marketing the NeuroStar Advanced Therapy System for the treatment of MDD in Japan. These upfront and milestone payments have
been deferred and are being recognized as revenue over the seven and one half year term of the agreement. Teijin is required to pay us a milestone payment
tied to JMHLW issuing reimbursement for use of our products for the treatment of MDD in Japan.

The distribution agreement is scheduled to expire on March 31, 2025, subject to earlier termination if we or Teijin breach the agreement, Teijin fails to
maintain distributor-level permits and approvals, Teijin fails to purchase from us specified dollar values of its sales forecasts, reimbursement for treatment of
MDD using the NeuroStar Advanced Therapy System is not obtained from JMHLW by specified dates or such reimbursement is below specified
minimums, Teijin reasonably believes that it is not commercially reasonable to continue distributing the NeuroStar Advanced Therapy System in Japan or
bankruptcy related events occur. The term of the distribution agreement will be automatically extended for two years
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unless either party gives the other party at least two years’ prior written of notice of non-renewal, except that we cannot decline to renew the agreement if
Teijin has purchased 100% of its sales forecasts over the term of the agreement.

Executive Employment Agreements

We are party to an employment agreement and offer letters with certain members of our executive team that provide for severance and other payments
following termination of their employment for various reasons. We refer you to the “Executive and Director Compensation” section of this prospectus for a
more complete description of our executive employment agreements.

Quantitative and Qualitative Disclosures about Market Risk

Our cash is held on deposit in demand accounts at a large financial institution in amounts in excess of the Federal Deposit Insurance Corporation, or FDIC,
insurance coverage limit of $250,000 per depositor, per FDIC-insured bank, per ownership category. We have reviewed the financial statements of this
institution and believe it has sufficient assets and liquidity to conduct its operations in the ordinary course of business with little or no credit risk to us.

Financial instruments that potentially subject us to concentrations of credit risk principally consist of cash equivalents and accounts receivable. We limit our
credit risk associated with cash equivalents by placing investments in highly-rated money market funds. We limit our credit risk with respect to accounts
receivable by performing credit evaluations when deemed necessary, but we do not require collateral to secure amounts owed to us by our customers.

As discussed above in the section of this prospectus titled “—Liquidity and Capital Resources—Indebtedness,” our credit facility bears interest at a floating
per annum rate of interest, which resets monthly and is equal to the greater of 8.15% or the 30 day U.S. LIBOR rate on the last business day of the month
plus 7.38%. As a result, we are exposed to risks from changes in interest rates. We believe that a one point increase in interest rates would result in an
approximate $0.2 million increase to our interest expense for the year ended December 31, 2017.

Inflationary factors, such as increases in our cost of revenues and operating expenses, may adversely affect our operating results. Although we do not
believe inflation has had a material impact on our financial condition, results of operations or cash flows to date, a high rate of inflation in the future may
have an adverse effect on our ability to maintain and increase our gross margin or decrease our operating expenses as a percentage of our revenues if our
selling prices of our products do not increase as much or more than our costs increase.

We do not currently have any exposure to foreign currency fluctuations and do not engage in any hedging activities as part of our normal course of business.

Critical Accounting Policies and Use of Estimates

The preparation of our financial statements in accordance with accounting principles generally accepted in the United States, or GAAP, and the rules and
regulations of the SEC requires us to make estimates and assumptions, based on judgments considered reasonable, which affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. We base our estimates and assumptions on historical experience, known trends and events and various other factors
that we believe to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of assets and
liabilities that are not readily apparent from other sources. Although we believe our estimates and assumptions are reasonable when made, they are based
upon information available to us at the time they are made. We evaluate our estimates and assumptions on an
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ongoing basis and, if necessary, make adjustments. Due to the risks and uncertainties involved in our business and evolving market conditions, and given the
subjective element of the estimates and assumptions made, actual results may differ from estimated results.

We define our critical accounting policies as those accounting policies that are most important to the portrayal of our financial condition and results of
operations and require our most difficult and subjective judgments. While our significant accounting policies are more fully described in “Note 3. Summary
of Significant Accounting Policies” in our audited financial statements and related notes thereto appearing elsewhere in this prospectus, we believe the
following discussion addresses our most critical accounting policies.

Revenue Recognition

Revenue is recognized when title and risk of ownership has been transferred, provided that persuasive evidence of an arrangement exists, the price is fixed
and determinable and collectability is reasonably assured. Transfer of title and risk of ownership occurs when the product is shipped or transferred to the
customer. We sell to end users in the United States and to third-party distributors outside the United States and do not provide return rights. Sales to
distributors outside the United States are made in U.S. dollars.

Our NeuroStar Advanced Therapy System sales in the United States typically have post sale obligations of installation and training. These obligations are
fulfilled after product shipment, and we defer recognizing revenue until installation occurs. In accordance with the accounting guidance related to multiple
element arrangements, we defer the fair value attributable to the post shipment training and recognize such revenue when the obligation is fulfilled. We base
the fair value of the training using stand-alone service rates. Our sales to our third-party distributors outside the United States do not have these post-sale
obligations. Our consumable single use and accessory products have no post sale obligations and no return rights. Revenue from the sales of these products
are recognized upon delivery. Revenue attributable to the NeuroStar Advanced Therapy Systems purchased on a rent-to-own basis are accounted for as
operating leases and revenue is recognized on a straight-line basis over the term of the lease.

In addition, we provide a one to two-year warranty for systems sold in the United States. Terms of product warranty differ amongst our third-party
distributors outside the United States, but are generally three years or less. We provide for the estimated cost to repair or replace products under any
warranty at the time of sale. We also offer our customers in the United States annual service contracts. Revenue from the sale of annual service contracts is
recognized on a straight line basis over the period of the applicable contract. We also earn revenue from customers from services outside of their warranty
term or annual service contracts. Such service revenue is recognized as the services are provided.

We had deferred revenue of $1.3 million and $1.6 million at December 31, 2016 and 2017, respectively, primarily related to training, warranty and rent to
own units. During the fourth quarter of 2017, we entered into an exclusive Distribution Agreement with Teijin Pharma Limited, which we expect will allow
us to increase deliveries to Japan. In connection with the Distribution Agreement, we received an upfront payment as well as the first milestone payment,
which are being recognized as revenue over the seven and a half-year term of the agreement. The last milestone payment is due upon achieving
reimbursement approval in Japan. At December 31, 2017, we had $2.7 million in deferred revenue related to this agreement.

Share-based Compensation

We recognize the grant-date fair value of share-based awards issued as compensation as expense on a straight-line basis over the requisite service period,
which is generally the vesting period of the award. To date, we have not issued awards where vesting is subject to performance or market conditions. The
fair
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value of restricted stock awards is based on a determination by the board of directors of the estimated fair value of the common stock at the date of grant.
The fair value of stock options is estimated at the time of grant using the Black-Scholes option pricing model, which requires the use of inputs and
assumptions, the most critical of which is the estimated fair value of our common stock.

We expect the amount of share-based compensation expense recognized for stock options and restricted stock awards to increase for future awards in future
periods due to the potential increase in both the value of our common stock and the size of our company in terms of headcount.

Stock Options Granted

We recognized $0.2 million and $0.4 million of share-based compensation expense related to stock options during the years ended December 31, 2016 and
2017, respectively. As of December 31, 2017, we had $1.4 million of total unrecognized compensation cost related to non-vested stock options which we
expect to recognize over a weighted-average period of 3.2 years. The weighted-average grant-date fair value of stock options granted during the years ended
December 31, 2016 and 2017 was estimated at $0.04 and $0.05 per option, respectively.

The following table summarizes by grant date the number of shares of common stock underlying stock options granted from January 1, 2017 through the
date of this prospectus, as well as the associated per share exercise price and the estimated fair value per share of our common stock as determined by our
board of directors as of the grant date:
 

Grant Date  

Number of Shares
Subject to

Options Granted
(in thousands)   

Exercise Price
per Share of

Common Stock  

Estimated
Fair Value

per Share of
Common Stock  

Estimated Fair
Value per Share of

Common Stock
Option Award  

February 6, 2017   9,348  $ 0.11  $ 0.11  $ 0.05 
February 14, 2017   426  $ 0.11  $ 0.11  $ 0.05 
April 12, 2017   3,152  $ 0.11  $ 0.11  $ 0.05 
July 20, 2017   10,108  $ 0.08  $ 0.08  $ 0.04 
September 22, 2017   500  $ 0.14  $ 0.14  $ 0.09 
October 19, 2017   2,818  $ 0.14  $ 0.14  $ 0.09 
December 6, 2017   974  $ 0.14  $ 0.14  $ 0.09 
December 7, 2017   731  $ 0.14  $ 0.14  $ 0.09 

Based on an assumed initial public offering price of $             per share, the midpoint of the price range set forth on the cover page of this prospectus, the
intrinsic value of vested and unvested stock options outstanding as of                 , 2018 was $                 million and $                 million, respectively.

Restricted Stock Awards Granted

To date, we have granted restricted stock awards only to an independent member of our board of directors and only as compensation for board service. We
granted the independent director restricted stock awards of 1.2 million shares at an estimated grant-date fair value of $0.07 per share on July 20, 2016 and
0.3 million shares at an estimated grant-date fair value of $0.14 per share on October 19, 2017. We recognized $0.1 million of share-based compensation
expense related to restricted stock awards during the year ended December 31, 2017. As of December 31, 2017, we had minimal unrecognized
compensation cost related to non-vested restricted stock awards which we expect to recognize over a weighted-average period of 1.3 years.

Valuation of Common Stock

All options to purchase shares of our common stock are granted with an exercise price per share equal to or greater than the estimated fair value per share of
our common stock on the date of grant, based on the information known to us on the date of grant. Prior to this offering, on each grant date, the fair values
of
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the shares of common stock underlying our stock options were estimated on each grant date by our board of directors, based on information known to us at
the date of grant. In order to determine the estimated fair value of our common stock, our board of directors considered, among other things,
contemporaneous valuations of our preferred and common stock prepared by an unrelated third-party valuation firm in accordance with the guidance
provided by the American Institute of Certified Public Accountants 2013 Practice Guide, Valuation of Privately-Held-Company Equity Securities Issued as
Compensation. Given the absence of a public trading market for our capital stock, our board of directors exercised reasonable judgment and considered a
number of objective and subjective factors to determine the best estimate of the fair value of our preferred and common stock, including:
 

 •  contemporaneous third-party valuations of our preferred and common stock;
 

 •  the prices, rights, preferences and privileges of our preferred stock relative to the common stock;
 

 •  our business, financial condition and results of operations, including related industry trends affecting our operations;
 

 
•  the likelihood of achieving a liquidity event, such as an initial public offering or the sale of our company, given prevailing market

conditions;
 

 •  the lack of marketability of our preferred and common stock;
 

 •  the market performance of comparable publicly traded companies; and
 

 •  United States and global economic and capital market conditions and outlook.

After the closing of this offering, our board of directors will determine the per share fair value of our common stock based on the closing price of our
common stock as reported by the Nasdaq Global Market on the date of grant.

Internal Controls over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal control over financial reporting
is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in
accordance with U.S. generally accepted accounting principles. As a result of becoming a public company, we will be required, under Section 404 of the
Sarbanes-Oxley Act, to furnish a report by management on, among other things, the effectiveness of our internal control over financial reporting beginning
with our Annual Report on Form 10-K for the year ended December 31, 2019. This assessment will need to include disclosure of any material weaknesses
identified by our management in our internal control over financial reporting. The SEC defines a material weakness as a deficiency, or combination of
deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of a company’s annual or
interim financial statements will not be detected or prevented on a timely basis.

In accordance with the provisions of the Sarbanes-Oxley Act, neither we nor our independent registered public accounting firm has performed an evaluation
of our internal control over financial reporting during any period included in this prospectus.

JOBS Act Accounting Election

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or JOBS Act, and are eligible to take advantage of
certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth companies. Section 107
of the JOBS Act provides that an emerging growth company can take advantage of the extended transition period provided in Section 7(a)(2)(B) of the
Securities Act of 1933, or Securities Act,
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for complying with new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to
private companies. Section 107 of the JOBS Act provides that we can elect to opt out of the extended transition period at any time, which election is
irrevocable. We have elected to avail ourselves of this exemption from complying with new or revised accounting standards and, therefore, will not be
subject to the same new or revised accounting standards as other public companies that are not emerging growth companies.

We are in the process of evaluating the benefits of relying on other exemptions and reduced reporting requirements under the JOBS Act. Subject to certain
conditions, as an emerging growth company, we may rely on certain of these exemptions, including without limitation (i) providing an auditor’s attestation
report on our system of internal controls over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act and (ii) complying with any
requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory audit firm rotation or a supplement to the
auditor’s report providing additional information about the audit and the financial statements, known as the auditor discussion and analysis. We will remain
an emerging growth company until the earlier of (a) the last day of the fiscal year in which we have total annual gross revenue of $1.07 billion or more;
(b) the last day of the fiscal year following the fifth anniversary of the date of the completion of this offering; (c) the date on which we have issued more
than $1.0 billion in nonconvertible debt during the previous six years; or (d) the date on which we are deemed to be a large accelerated filer under the rules
of the SEC.

Recent Accounting Pronouncements

We refer you to “Note 4. Recent Accounting Pronouncements” in our audited financial statements and related notes thereto included elsewhere in this
prospectus.
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BUSINESS

Overview

We are a commercial stage medical technology company focused on designing, developing and marketing products that improve the quality of life for
patients who suffer from psychiatric disorders. Our first commercial product, the NeuroStar Advanced Therapy System, is a non-invasive and non-systemic
office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength magnetic field that induces electrical currents
designed to stimulate specific areas of the brain associated with mood. The system is cleared by the United States Food and Drug Administration, or FDA,
to treat adult patients with major depressive disorder, or MDD, that have failed to achieve satisfactory improvement from prior antidepressant medication in
the current MDD episode. NeuroStar Advanced Therapy is safe, clinically effective, reproducible and precise and we believe is supported by the largest
clinical data set of any competing TMS system. We believe we are the market leader in TMS therapy based on our U.S. installed base of 752 active
NeuroStar Advanced Therapy Systems in an estimated 595 psychiatrist offices, the estimated 50,000 patients treated with approximately 1.8 million
treatment sessions, and our $40.4 million in revenues in 2017.

MDD is a mood disorder characterized by the presence of one or both of two major diagnostic criteria: a depressed mood or loss of interest in pleasure that
continues for at least two weeks. The presence of at least one of these diagnostic symptoms must be accompanied by several of the following additional
symptoms: sleep disturbance, changes in appetite, sexual dysfunction, anxiety, fatigue, difficulty concentrating and suicidal thinking. MDD is a recurrent
disease and follows a fluctuating course over an individual’s lifetime, with periods of remission and relapse.

The World Health Organization, or WHO, ranks MDD as the single largest contributor to global disability and a major contributor to suicide worldwide.
According to a study published in the Journal of Clinical Psychiatry, the economic burden of the disease was estimated to be $210 billion in 2010 in the
United States, including outpatient and inpatient medical costs, pharmacy costs, suicide related costs and workplace costs. A study published in
Psychological Medicine reported a global incidence rate of MDD is 3.0% and the WHO estimates that there are over 300 million people in the world living
with depression. Based on U.S. Census Bureau data and a study published in the Journal of the American Medical Association, we estimate that
approximately 21 million people in the United States suffer from MDD annually. Of these people, we estimate approximately 13.3 million are adults aged
22 to 70 years, of whom an estimated 7.6 million, based on data from the Journal of the American Medical Association, are being treated by a psychiatrist.
We estimate, based on data from the Sequenced Treatment Alternatives to Relieve Depression, or the STAR*D study, that approximately 5.5 million of
these patients have failed to achieve remission of their MDD from their prior antidepressant medication therapy and that approximately 3.8 million of those
patients have commercial insurance or Medicare coverage for NeuroStar Advanced Therapy. As a result, based on our expected revenues for a standard
course of treatment, we believe our total annual addressable market opportunity for treatment sessions in the United States is approximately $9.6 billion.

Initial treatment options for MDD often consist of antidepressant medication prescribed by a primary care physician. Although a variety of antidepressant
medications are available, drug therapy has two primary limitations: limited effectiveness and treatment-emergent side effects. These limitations were
demonstrated in the STAR*D study, a large clinical trial funded by the U.S. National Institute of Mental Health, or NIMH, that enrolled more than 4,000
adult MDD patients at 41 clinical sites to examine the outcomes to a sequenced series of antidepressant medication attempts that mimicked best practices. In
the study, approximately 28% and 21% of patients achieved remission in their first and second medication attempts, respectively. Many patients taking
antidepressant medications experience intolerable or troubling side effects that contribute to a delay or failure in attaining an effective or
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optimal antidepressant dose, poor patient treatment adherence or discontinuation of treatment therapy. The likelihood of achieving remission is limited and
declines with each successive medication attempt.

TMS is considered to be an appropriate therapy for the treatment of MDD patients who have failed to achieve satisfactory improvement from prior
antidepressant medication. TMS is typically performed as an office-based procedure using a capital equipment system designed to deliver the magnetic
pulses necessary to stimulate the specific areas of the brain associated with mood. A course of treatment typically requires treatment sessions five times a
week for up to six weeks that can last from 19 to as long as 45 minutes per session. The effectiveness of TMS depends on the psychiatrist’s ability to deliver
a precise amount of magnetic pulses to a specific area of the brain in a manner that can be consistently repeated during each treatment session. While TMS
has been demonstrated to be a safe and effective treatment alternative for patients suffering from MDD, we believe that competing TMS systems have
experienced limited adoption because of their lack of the following: the ability to reproduce consistent treatments, significant clinical data from randomized
outcome trials, practice development resources and a cloud-based practice management system.

We designed the NeuroStar Advanced Therapy as a non-invasive therapeutic alternative to treat patients who suffer from MDD and to address many of the
key limitations of existing treatment options. We believe our NeuroStar Advanced Therapy provides our psychiatrist customers and their patients with
several benefits, including clinically demonstrated response and remission with durable results, a demonstrated safety profile with limited treatment-
emergent side effects and high patient adherence. Additionally, NeuroStar Advanced Therapy was designed to provide a precise and reproducible office-
based therapy that is also efficient and convenient. Our therapy is delivered without general anesthesia or sedation, enabling the patient to drive and resume
normal activities immediately following each treatment session. We couple our product’s clinical benefits with significant practice development resources,
on-site clinical training and reimbursement and service support to help our psychiatrist customers develop a successful NeuroStar Advanced Therapy
practice. We also provide cloud-based practice management solutions that enhance convenience for both psychiatrists and patients. Based on our
commercial data, we believe psychiatrists can recoup their initial capital investment in our system by providing a standard course of treatment to
approximately 12 patients, assuming these patients receive reimbursement from Medicare or commercial insurance at rates that are similar to what our
customers have observed for existing and prior patients. We believe psychiatrists can generate approximately $7,500 to $10,000 of revenue per patient for a
standard course of treatment, which may provide meaningful incremental income to their practices.

The safety, effectiveness and durability of NeuroStar Advanced Therapy is supported by a large clinical data set published in 23 articles in peer-reviewed
medical journals, including from 11 clinical studies that have collectively enrolled more than 900 adult patients suffering from MDD. In a 307 patient,
naturalistic, prospective, observational trial conducted at 42 U.S. clinical sites in patients who had tried and failed to receive relief from one or more
medication trials in their current MDD episode, following an acute course of NeuroStar Advanced Therapy, 58% of patients responded, which means they
achieved a clinically meaningful reduction in symptoms, and 37% achieved remission. Response and remission were maintained over a 12-month period for
a majority of these patients. In the STAR*D study approximately 28% and 21% of patients achieved remission in their first and second medication trials,
respectively.

Our growth strategy includes expanding our commercialization efforts in the United States, expanding international opportunities and pursuing pipeline
development of our therapy for additional indications. Outside the United States, our products have received marketing authorizations in the European
Union and Japan. Our initial international commercial focus is Japan, which has the third largest healthcare spend globally. We recently entered into an
exclusive distribution agreement with Teijin Pharma Limited, or Teijin, a leading Japanese healthcare company, to further expand our commercialization
efforts in this
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market. We are also evaluating the use of enhancements to our NeuroStar Advanced Therapy System to treat additional indications, which may include
bipolar depression and post-traumatic stress disorder.

As of December 31, 2017, we had an installed base of 752 active NeuroStar Advanced Therapy Systems in the United States. We currently sell our
NeuroStar Advanced Therapy System and recurring treatment sessions in the United States through our direct sales and customer support team, which was
comprised of 106 people as of December 31, 2017. Our sales force primarily targets 3,600 high-decile psychiatric practices that we estimate, based on data
from Symphony Health and our own internal estimates, treat approximately 33% of the total MDD patients in the United States who meet our labeled
indication and are insured. Patients are reimbursed by Medicare and the vast majority of commercial payors in the United States for treatment sessions
utilizing our NeuroStar Advanced Therapy System.

We generate revenues from initial capital sales of our systems, sales of our recurring treatment sessions and from service and repair and extended warranty
contracts. For the year ended December 31, 2017, we generated revenues of $40.4 million and had a net loss of $16.1 million. Our revenues increased 18%
during the year ended December 31, 2017 compared to the year ended December 31, 2016. For the year ended December 31, 2017, our U.S. revenues were
$39.9 million, compared to $31.6 million for the year ended December 31, 2016, which represented an increase of 26% compared to the prior period.
Revenues from treatment sessions represented 71% of our U.S. revenues for the year ended December 31, 2017.

Market Opportunity and Major Depressive Disorder

Market Opportunity

The WHO estimates that there are over 300 million people in the world living with depression and ranks MDD as the single largest contributor to global
disability and a major contributor to suicide worldwide. In the United States, the economic burden of the disease was estimated by the Journal of Clinical
Psychiatry to be $210 billion in 2010, including outpatient and inpatient medical costs, pharmacy costs, suicide related costs and workplace costs. There
were approximately 333 million antidepressant medication prescriptions written in the United States in 2017, representing pharmaceutical sales totaling
$5.0 billion, according to IMS Health. Based on U.S. Census Bureau data and a study published in the Journal of the American Medical Association, we
estimate that approximately 21 million people in the United States suffer from MDD annually. Of these people, we estimate approximately 13.3 million are
adults aged 22 to 70 years, of whom an estimated 7.6 million, based on data from the Journal of the American Medical Association, are being treated by a
psychiatrist. We estimate, based on data from the STAR*D study, that approximately 5.5 million of these patients have failed to achieve remission of their
MDD from their prior antidepressant medication therapy and that approximately 3.8 million of those patients have commercial insurance or Medicare
coverage for the NeuroStar Advanced Therapy. As a result, based on our expected revenues for a standard course of treatment, we believe our total annual
addressable market opportunity for treatment sessions in the United States is approximately $9.6 billion.

In Japan, the country with the third highest aggregate healthcare expenditures worldwide according to Deloitte, we estimate, based on data from the
National Center for Biotechnology and Information, that approximately 2.4 million adults suffer from MDD and approximately 655,000 of these adults are
being treated for their MDD by a psychiatrist. We estimate, based on data from the STAR*D study, that approximately 475,000 of these patients, all of
whom are covered by Japan’s single payor healthcare system, have failed to achieve remission of their MDD from prior antidepressant medication therapy
and are candidates for treatment with NeuroStar Advanced Therapy. As a result, we believe our total addressable market opportunity for treatment sessions
in Japan is over $1.0 billion, assuming psychiatrist reimbursement levels per treatment course per patient are similar to those in the United States.
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Major Depressive Disorder

Disease Overview

MDD is a mood disorder characterized by the presence of one or both of two major diagnostic criteria that continues for at least two weeks: a depressed
mood or loss of interest in pleasure. The presence of at least one of these diagnostic symptoms must be accompanied by several of the following additional
symptoms, for a total of five or more symptoms: sleep disturbance, changes in appetite, sexual dysfunction, anxiety, fatigue, difficulty concentrating and
suicidal thinking. In order to be diagnosed with MDD, a patient must display symptoms that are present most of the day, nearly every day, for at least two
weeks. A diagnosis of MDD is established by clinical interview and an assessment of whether a patient reports a collection of symptoms defined in the
American Psychiatric Association’s Diagnostic and Statistical Manual of Mental Disorders, fifth edition, or DSM-5. The severity of a patient’s symptoms is
typically measured by a standardized rating scale from a self-reported questionnaire, such as the Patient Health Questionnaire-9, or PHQ-9, or from an
observer-dependent interview, such as the Hamilton Depression Rating Scale, or HAMD. Based in part on these rating scale measures, MDD can be graded
on a continuum from mild to severe. The symptoms of the disease may result in role impairment, which refers to a loss of functioning or enjoyment in work,
or impairment of household relationships and/or social roles. MDD is often accompanied by, or comorbid with, other mental disorders, with an estimated
three-fourths of patients with recurrent MDD suffering from another psychiatric illness or substance abuse disorder. MDD patients also have an increased
risk of death from suicide and other more typical causes, such as heart disease.

MDD is a recurrent disease and follows a fluctuating course over an individual’s lifetime, with periods of remission and relapse. If an initial episode of
MDD is resolved, the return of depressive symptoms during the first nine months thereafter is referred to as a relapse of the illness and is generally
considered to be part of the same depressive episode. When depressive symptoms return more than 12 months after the initial episode of MDD is resolved,
it is considered to be a recurrence of the illness and is deemed a new and distinct episode. A response to treatment is commonly measured as a clinically
significant decrease in symptoms on a standardized rating scale from baseline scores. When a patient shows no or nearly no symptoms, the patient is
referred to as being in remission. An average episode of MDD lasts approximately four to eight months and approximately three-fourths of all patients who
experience an episode of MDD will experience recovery within a year. However, experiencing one episode of MDD places an individual at an estimated
50% risk of experiencing an additional episode of MDD. Approximately 80% of those individuals who have experienced two episodes of MDD will
experience an additional episode.

Neuroscience of MDD

The exact causes of MDD are not known but, as with many psychiatric disorders, a variety of factors may be involved, including the physical and chemical
characteristics of the brain, hormonal changes, genetics, acute life events, chronic stress, childhood exposure to adversity and other environmental factors.
Researchers have identified a network in the brain that affects a person’s mood, which can play a significant role in MDD and includes the prefrontal cortex,
the anterior cingulate cortex and the limbic brain structures. The basic unit of organization in this network of the brain is the neuron, a specialized cell that
responds to both chemical and electrical signals. The release of chemical messengers, or neurotransmitters, in the brain occurs across synapses, or the space
between neurons. This release of neurotransmitters results in changes in the electrical properties of the receiving neuron, which in turn triggers a cascade of
neuron-to-neuron electro-chemical reactions along a pathway of the brain referred to as a neuronal circuit.
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The following diagram depicts the chemical reactions across the neuronal network:

Neurotransmission Mechanism
 

This communication process across different regions of the brain is ordinarily self-regulated by feedback mechanisms that instruct the originating neuron to
stop releasing the neurotransmitter and start reabsorbing it into the cell, a process called reabsorption or reuptake.

In people with MDD, however, this complex system of neuronal communication does not function properly. Receptors may be either oversensitive or
insensitive to a specific neurotransmitter, causing their response to its release to be excessive or inadequate. The signal might also be weakened if the
originating cell produces too little of a neurotransmitter or if an overly efficient reuptake process reabsorbs too much of the neurotransmitter before the
molecules have the chance to bind to the receptors on other neurons.

One of the most important discoveries in neuroscience has been the recognition that improper regulation of one or more of the three major
neurotransmitters, serotonin, norepinephrine and dopamine, plays a key role in a patient’s depression. This understanding has guided psychiatric drug
development and the treatment of depression for more than three decades by placing a major focus on targeting chemically-based mechanisms. The
relatively recent introduction of TMS as a targeted, circuit-based treatment option has reintroduced the importance of electrical mechanisms in restoring
proper function to neuronal pathways to treat depression.

Current Treatment Landscape

First Line Therapy

In the United States, an initial diagnosis of adult MDD is typically made by the patient’s primary care physician. Upon diagnosis, the most common form of
treatment is antidepressant medication, which may or may not be accompanied by psychotherapy. The physician typically discusses a number of different
treatment options and then designs a treatment plan tailored to the patient’s specific symptoms, personal preferences and the psychiatric services that are
available near the patient’s home.

The most commonly prescribed antidepressant medications are selective serotonin reuptake inhibitors, or SSRIs. SSRIs primarily affect the levels and
activity of serotonin in the brain and attempt to address depression by blocking the reuptake of this neurotransmitter, thereby making more serotonin
available. During the initial treatment course, a patient may experience uncomfortable side effects and it is common for a patient and the primary care
physician to spend time testing different medications within the same and different chemical classes before arriving at a medication regimen that provides
symptom relief and is tolerable. Different classes of antidepressant medications may also work on different
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combinations of underlying neurotransmitters. For example, serotonin norepinephrine reuptake inhibitors, or SNRIs, work by blocking the reuptake of both
serotonin and norepinephrine. Other medications may have more diverse effects on all three major neurotransmitters.

Depression-focused psychotherapies are a commonly recommended treatment option for MDD and are generally used in conjunction with an antidepressant
medication. The two most well studied and commonly available psychotherapy techniques include cognitive behavioral therapy and interpersonal
psychotherapy. These are interactive therapies between a trained professional and a patient.

Second Line Therapy

If initial treatment approaches do not adequately relieve a patient’s symptoms, a primary care physician will often make a referral for consultation with a
psychiatrist trained in psychopharmacology. There are a wide array of options that a psychiatrist may consider as second line therapies after an initial
treatment has failed. For example, a psychiatrist may recommend either combining two or more antidepressant medications, which is referred to as
combination therapy, or using a second medication such as an atypical antipsychotic that is not an antidepressant along with the initial antidepressant
medication to augment the efficacy of such antidepressant, which is referred to as augmentation.

Another second line therapy is TMS, which is considered to be an appropriate alternative for the treatment of a patient with MDD who has failed to achieve
satisfactory improvement from prior antidepressant medication in the current MDD episode. TMS differs from drug therapy approaches by using a pulsed,
MRI-strength magnetic field to induce electrical currents designed to stimulate specific areas of the brain associated with mood. The target for brain
stimulation is the prefrontal cortex, which serves as a starting point to regulate the neuronal circuitry connected to this region of the brain. This stimulation
triggers a cascading electro-chemical effect that can pass along the neuronal circuit and reach into the deeper structures of the brain that also regulate mood.
This action changes the connections among these structures in a manner that improves the activity of the neuronal circuit and results in an improvement in
mood. TMS is typically performed as an office-based procedure using a piece of capital equipment designed to deliver the magnetic pulses necessary to
stimulate the neurons. A course of treatment typically requires treatment sessions five times a week for up to six weeks that can last from 19 to as long as 45
minutes per session. The effectiveness of TMS therapy depends on the psychiatrist’s ability to deliver a precise amount of magnetic pulses to a specific area
of the brain in a manner that can be consistently repeated during each treatment session.

Later Stage Treatment Options

More aggressive options, which are associated with greater medical risk, are sometimes considered for patients that require later stages of treatment and
include electroconvulsive therapy, or ECT, and vagus nerve stimulation, or VNS. ECT is a hospital-based treatment approach that is usually reserved for the
most critical MDD patients and is considered most frequently in instances where the patient is experiencing catatonia, acute suicidal behaviors requiring
inpatient hospitalization or psychotic symptoms. ECT involves the direct application of high voltage electrical current to the surface of the head and must be
administered under anesthesia in a controlled hospital setting. VNS is considered the most invasive treatment option currently approved by the FDA for
MDD patients who have proven to be severely treatment resistant. VNS involves the surgical implantation of an electrode wrapped around the vagus nerve,
which travels through the neck near the carotid artery, and utilizes a pulse generator that is separately implanted under the skin near the patient’s collarbone.
The pulse generator sends electrical impulses to the electrode throughout the day with the goal of modifying the regions of the brain known to be involved
in the regulation of mood.
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A general overview of the treatment sequence for a patient with MDD is shown in the diagram below.
 
 

Limitations of Current Therapies

Antidepressant medication therapy

Although a variety of antidepressant medications are available for the treatment of MDD, antidepressant therapy has two primary limitations: limited
efficacy and treatment-emergent side effects that interfere with patient adherence to the prescribed treatment regimen. These limitations were demonstrated
in the STAR*D study. This study was sponsored by the NIMH and enrolled more than 4,000 adult patients at 41 clinical sites, including outpatients with
nonpsychotic MDD. The trial examined the outcomes to a sequenced series of antidepressant medication treatment options that mimicked best practices.
Patients whose depression did not remit after the initial treatment trial of using a single-medication SSRI treatment were able to participate in a sequence of
up to three treatment trials. The progression that followed included switching to a different class and more complex combination and augmentation
treatments for patients who were unable to achieve remission with each of the trials. Brain stimulation techniques, including ECT and VNS, were not
examined in this study.
 

 

•  Limited Efficacy.    In the STAR*D study, approximately 28% and 21% of patients achieved remission in their first and second medication
attempts, respectively. The likelihood of achieving remission from a medication regimen was limited and declined with each successive
augmentation attempt. For patients that had three prior treatment attempts, only approximately 7% achieved remission in response to the fourth
monotherapy treatment option used in that
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study. The following figure depicts the percentage of patients who achieved remission at each stage of monotherapy treatment in the STAR*D
study based on analysis of HAMD scores:

 
 

 

 

•  Treatment-Emergent Side Effects.    The STAR*D study showed that the likelihood of discontinuing treatment due to treatment-emergent
side effects increased with each incremental course of medication. According to the study and as shown in the figure below, approximately
41% of patients who progressed to the fourth monotherapy treatment attempt subsequently discontinued drug treatment. Many patients
taking antidepressant medications experience intolerable or troubling side effects that contribute to a delay or failure in attaining an
effective or optimal antidepressant dose and often result in poor patient treatment adherence or discontinuation of therapy. These side
effects include sexual dysfunction, drowsiness, fatigue, weight gain and nausea. The severity of side effects generally increase as a patient
proceeds from initial drug treatment to combination or augmented drug treatments. Later stage treatment options, such as first-generation
antidepressants and antipsychotics, have potentially more serious side effects and intolerability, with the risk of potential fatal overdose.
The discontinuation of treatment can also result in severe side effects, including dizziness, nausea, lethargy, headache, anxiety and agitation
that can last for extended periods.

 
 

Since the publication of the STAR*D study results, additional drug therapies have been introduced, including most prominently atypical antipsychotics,
which are used as augmentation agents for patients with partial or non-response to initial antidepressant medications given alone. Unfortunately, these
augmentation treatments have not significantly improved overall MDD patient response rates and have also introduced additional side effects.
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Depression-Focused Psychotherapies

Antidepressant medication therapy for MDD is often administered along with a recommendation for a depression-focused psychotherapy. While these
treatment options have demonstrated efficacy in some clinical studies, they also are associated with limitations in practice. For instance, the experience level
of the therapist may significantly affect the treatment outcome. Additionally, in order to access these treatments, patients usually require a referral to a
psychotherapist who may be located at a different clinical site than their treating psychiatrist. Psychotherapy requires a commitment by a patient to
numerous treatment sessions in order to potentially achieve significant improvement, with a typical treatment regimen consisting of 16 sessions.

Later Stage Treatment Options

Both ECT and VNS have significant drawbacks. ECT requires general anesthesia and is administered in a controlled hospital setting with access to
emergency resuscitation equipment. ECT is typically administered three times per week for up to 12 treatments, with some patients requiring as many as
20 treatments. ECT patients may experience confusion and memory loss, the two most common side effects of ECT treatments, immediately following a
treatment session. Other side effects may include nausea, headache, jaw pain, muscle ache, hypertension and hypotension and life threatening complications
including adverse reactions to anesthesia, arrhythmias, ischemia or prolonged seizures. Because of the potentially disabling side effects of ECT, the patient
is typically unable to work for the duration of the course of treatment. VNS is considered the most invasive treatment option currently approved by the FDA
for MDD patients who have proven to be severely treatment resistant. VNS includes surgical related risks, such as infection or local damage to the recurrent
laryngeal nerve, which may lead to permanent voice alteration. Other drawbacks of VNS include the development of cardiac arrhythmias and the periodic
repeat surgeries required to replace the pulse generator battery. Finally, reimbursement for the implantation and ongoing monitoring of the VNS device
remains problematic, limiting access to the procedure for most patients.

Transcranial Magnetic Stimulation

While TMS has been demonstrated to be a safe and effective treatment alternative for patients suffering from MDD, we believe that most TMS systems
have experienced limited adoption for several reasons, including:
 

 

•  Challenges in delivering precise and reproducible treatments.    We believe the design and technology of most TMS systems makes it
difficult for psychiatrists to reliably administer precise and reproducible treatments during each treatment session. Notably, most TMS
systems do not provide the psychiatrist with the ability to stabilize the patient’s head during treatment. If a slight separation of the TMS
treatment coil from the patient’s head occurs, it may reduce the magnetic field in the patient’s brain, resulting in the delivery of a lower
dose than what was prescribed. Most TMS systems are unable to track the number of pulses not delivered as a result of this separation and
therefore may not administer the prescribed dose.

 

 

•  Lack of clinical data from randomized outcome and other trials.    Most TMS providers have not conducted, and their systems have not
been the subject of, significant clinical trials or naturalistic studies to demonstrate their effectiveness. As a result, when selling their
products most TMS providers must rely on smaller or more general studies or clinical trials that were conducted using other TMS systems
or the NeuroStar Advanced Therapy System, which may present a barrier to adoption by psychiatrists and patients.

 

 

•  Lack of cloud-based practice management system.    Many psychiatrists and psychiatrist practice groups operate in multiple locations and
may use multiple TMS devices. Most TMS systems, however, only allow for the storage of patient data and treatment information on a
local computer. Unless connected through an inter or intra-office network, psychiatrists may not be able to access patient treatment data
and information regarding the use of the TMS
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system. Moreover, this can create logistical challenges when psychiatrists seek to treat the patient at multiple locations or on multiple
systems at the same location.

 

 

•  Lack of comfort and convenience.    Most TMS systems are adaptations of research devices that have been repurposed. As a result, they
frequently lack the ergonomic and other human factors that provide comfort and convenience and that are important for improving the
patient experience and acceptance of the treatment. Other TMS systems may also require treatment to be administered for up to 45 minutes
per treatment session. Some TMS systems require patients to wear a cap that fits firmly around the head and/or utilizes a chin strap that is
attached from one ear to the other, which patients may consider uncomfortable.

 

 

•  Lack of customer support and practice development resources.    Many psychiatrists are not accustomed to implementing a piece of
capital equipment into their practice. As a result, we believe they need multi-day, on-site training for themselves and their staff, marketing
and reimbursement support, and help determining the allocation of office space and proper roles of staff for the use of TMS systems. We
believe that most TMS providers do not provide comprehensive clinical support and practice development resources that are necessary to
operationalize a TMS service line into their practice.

Our Solution

We designed the NeuroStar Advanced Therapy as a non-invasive and non-systemic therapeutic alternative for patients who suffer from MDD. We believe
our solution addresses the key limitations of existing MDD treatment options and that NeuroStar Advanced Therapy provides the following principal
benefits to our psychiatrist customers and their patients:
 

 

•  Clinically demonstrated safety, efficacy, response and remission with durable results.    The safety and efficacy of NeuroStar Advanced
Therapy has been demonstrated in two large prospective, multisite, randomized, sham-controlled trials. In addition, the efficacy of
NeuroStar Advanced Therapy has been demonstrated in a multisite, real world, open-label, clinical trial in which patients who failed to
achieve satisfactory improvement from antidepressant medication treatment in their current episode of MDD received an acute treatment
course of TMS therapy. Overall, the results of this trial demonstrated that 58% of patients responded to treatment, and 37% achieved
remission. In this trial, similar response and remission rates were observed across patients with a wide range of prior drug treatment
attempts. The majority of patients in this trial also participated in a 12-month follow-up phase at the conclusion of which the clinician-
assessed response rate in these patients was 68% and remission rate was 45%.

 

 

•  Demonstrated safety profile with limited treatment-emergent side effects and high patient adherence.    NeuroStar Advanced Therapy
has a demonstrated safety profile without the systemic side effects typically experienced with antidepressant medications. The adverse
events discontinuation rate in our sham-controlled clinical studies has been approximately 5%. For single medication treatment in the
STAR*D Study, the adverse events discontinuation rate was 9% to 41%. The most common side effect associated with NeuroStar
Advanced Therapy is transient, localized pain or discomfort at or near the treatment location.

 

 

•  Precise and reproducible office-based therapy.    Patients receive NeuroStar Advanced Therapy for five days a week for up to six weeks in
a psychiatrist’s office without the need for general anesthesia or sedation. The NeuroStar Advanced Therapy System’s proprietary
components and software are designed to deliver the recommended TMS treatment dose to the indicated location on the patient’s prefrontal
cortex consistently. The treatment location is determined with a three-dimensional, laser-guided, six-point coordinate system. The SenStar
Connect is a proprietary component of the device designed to ensure our NeuroStar Treatment Coil is functioning properly and positioned
against a patient’s head. SenStar
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Connect provides continuous real-time feedback to the clinician throughout the course of treatment and it tracks lost pulses during each
treatment session and provides the clinician with the opportunity to readminister any lost pulses at the end of the treatment, all of which
helps to ensure that a patient receives the prescribed dose of NeuroStar Advanced Therapy.

 

 

•  Efficient and convenient treatment for the patient and the psychiatrist.    We have developed and deployed one of the shortest duration
treatment for MDD using TMS approved by the FDA, with each treatment cleared to be performed in as little as 19 minutes (but may take
up to 39 minutes due to patient sensitivity or at the discretion of the treating psychiatrist). Our therapy is delivered while a patient is awake
and alert, enabling the patient to drive a vehicle and resume normal activities immediately following each treatment session. The NeuroStar
Advanced Therapy System was designed for patient and psychiatrist convenience by establishing a proprietary software system, which we
refer to as MT Assist, that allows the psychiatrist to determine the proper dose and motor threshold unique to each patient. After the initial
treatment session, the NeuroStar Advanced Therapy System records the treatment coordinates so they do not need to be re-identified in
future treatments. Once a psychiatrist has established the patient’s coordinates during the initial treatment session, a trained member of the
office staff under the supervision of the psychiatrist may administer subsequent treatment sessions.

 

 

•  Unique cloud-based practice management system.    Our TrakStar practice management system captures all treatment relevant
information, and the encrypted information can be downloaded to any NeuroStar Advanced Therapy System in a psychiatrist’s network in
order to make it convenient for a patient to receive care and increase scheduling flexibility. Patients do not need to be treated by the same
NeuroStar Advanced Therapy System for each treatment session, and therefore psychiatrists who own multiple systems do not need to
schedule patients to specific devices. A treating psychiatrist can download a patient’s encrypted information from TrakStar and analyze it
real-time from their laptop, mobile phone or tablet. TrakStar also manages the inventory of purchased treatment sessions, which can be
replenished by an office administrator online at any time. We expect the next version of TrakStar will also enable remote software updates,
diagnostics and troubleshooting and performance monitoring to maintain industry-leading up time. TrakStar also captures and records daily
system utilization, office productivity and patient outcomes.

 

 

•  Comprehensive customer support and practice development resources.    We believe that we offer the most comprehensive practice
support services among all TMS system providers to help our psychiatrist customers operationalize and grow their TMS service line. We
provide our customers with marketing support, such as tools to increase awareness with referring psychiatrists, providing customizable
advertising materials designed to educate patients within an existing practice and in the local community, and through our digital marketing
campaign, which is comprised of paid search, display advertising, social media and public relations. Our clinical practice consultants focus
their efforts on helping psychiatrist customers implement our six step Practice Success Program, which includes practice management
planning, patient identification, staff training on practice roles, patient consult training, outcomes data analysis, practice marketing, public
relations strategies and other support services. Our reimbursement managers help our psychiatrist customers to understand how they can
navigate all issues regarding the insurance reimbursement process, including investigation of benefits, prior authorizations and claims
documentation. Our field service engineers are responsible for maintenance, repairs and installation of upgrades of our systems, and
typically provide a response within 24 hours of a service call. This responsiveness has allowed us to realize over 99% uptime of our
installed base. Finally, we also offer our customers a 24/7 support hotline to respond to medical information inquiries and technical
questions that arise.
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We believe these characteristics address the limitations of antidepressant medications and competing TMS systems and as a result make our NeuroStar
Advanced Therapy the most attractive non-invasive therapeutic alternative for our psychiatrist customers when they treat patients who suffer from MDD.

Our Strengths

We are focused on improving the quality of life for patients who suffer from psychiatric disorders, including MDD. Our executive team on average has 20
years of experience in healthcare, developing and commercializing innovative medical technology products. We believe that our focus and experience in
treating patients with MDD, combined with the following strengths, will allow us to build our business and potentially expand our market opportunity:
 

 

•  A market leader in TMS therapy.    We believe we are the market leader in TMS therapy based on our U.S. installed base of 752 active
NeuroStar Advanced Therapy Systems in an estimated 595 psychiatrist offices, the estimated 50,000 patients treated with over 1.8 million
treatment sessions and our $40.4 million in revenues in 2017. We believe this commercial scale, combined with our investments in
comprehensive practice support services and an experienced direct sales and customer support team provides us meaningful competitive
advantages by creating significant barriers to entry to other TMS providers.

 

 

•  Significant body of clinical data and key opinion leader support.    The safety, efficacy and durability of NeuroStar Advanced Therapy is
supported by what we believe is the largest clinical data set of any TMS system. Our therapy has been the subject of 11 clinical studies that
have collectively enrolled more than 900 patients suffering from MDD. The results of these studies have been published in 23 articles in
peer reviewed medical journals. We have also established strong relationships with key opinion leaders within the psychiatric community,
who help us to educate psychiatrists from around the world on innovative treatment modalities such as TMS therapy. These key opinion
leaders also help inform our clinical development programs.

 

 

•  Proprietary technology with a broad IP portfolio.    Our NeuroStar Advanced Therapy incorporates several key proprietary technologies
that are designed to ensure the precise delivery and repeatability of our therapy in the clinical setting. As of December 31, 2017, we owned
or licensed 30 issued or allowed U.S. patents, 49 issued or allowed foreign patents, seven pending U.S. patent applications, and 14 pending
foreign patent applications. We believe this patent portfolio is substantially larger than that of any competing TMS companies. This
portfolio covers key aspects of our technology, including contact sensing, MT Assist and our iron core magnet that allows high patient
throughput.

 

 

•  Extensive reimbursement coverage and experience.    NeuroStar Advanced Therapy is a well-established treatment option for patients
with MDD and is reimbursed by many commercial payors and Medicare contractors in the United States. We estimate that, over 65 major
private insurers in the United States, including the top 25 largest private insurers, have adopted coverage policies for reimbursement of
NeuroStar Advanced Therapy, representing 95% of the total private payor covered lives in the United States. TMS treatment sessions using
NeuroStar Advanced Therapy are also eligible for reimbursement for all Medicare regions, representing an additional 58.5 million covered
lives in the United States in as of January 2018. In addition, our reimbursement team has significant experience working with our
psychiatrist customers to help them navigate the reimbursement process. Our reimbursement team has assisted our customers to conduct
more than 20,000 benefits investigations, and have helped approximately 50,000 patients gain access to our therapy. We are also in the
process of obtaining reimbursement coverage for NeuroStar Advanced Therapy in Japan, which we expect to receive in 2018.

 

 
•  Potential to enhance psychiatrist practice economics.    Based on our commercial data, we believe our psychiatrist customers can generate

between approximately $7,500 to $10,000
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of revenues per patient for a standard course of treatment using the NeuroStar Advanced Therapy System, and can recoup their capital
investment in our system by treating approximately 12 patients, assuming these patients receive reimbursement from Medicare or
commercial insurance at levels that are similar to what our customers have observed for existing and prior patients. We believe that
subsequent treatments using our system may significantly increase practice economics for our psychiatrist customers.

Our Strategy

Our goal is to maintain and extend our leadership position in TMS therapy for patients with psychiatric disorders. The key elements of our strategy include:
 

 

•  Improve customer targeting and expand our direct sales and customer support team to accelerate growth.    To capture new psychiatrist
customers, we plan to expand our specialized, direct sales organization that targets MDD treating psychiatric practices that accept
reimbursement from private insurance and Medicare. Symphony Health estimates that there are approximately 26,300 group and solo
practice sites in the United States with psychiatrists that prescribe antidepressant medications. Our direct sales force primarily targets
psychiatrists at 3,600 of these practice sites, referred to as high-decile practices, which, based on data from Symphony Health and our own
internal estimates, we estimate treat approximately 2.5 million patients, representing 33% of the total MDD patients in the United States.
We estimate that approximately 1.2 million of these patients have failed prior antidepressant medication attempts in the current MDD
episode and are covered by insurance that will provide reimbursement based on this medical status, resulting in a targeted total addressable
market of approximately $3.0 billion. After nearly doubling the number of our business development managers in the last twelve months,
we intend to continue to expand our team of 29 business development managers and seven inside sales representatives that are responsible
for driving new customer acquisitions. To reach our target practices, we also plan to expand our advertising efforts, both online and through
more traditional approaches, such as targeting leading psychiatric journals, practice outreach and education through monthly webcasts,
attendance at key psychiatric trade shows and sponsoring clinical symposiums and product theaters.

 

 

•  Increase utilization of our new and existing installed base of NeuroStar Advanced Therapy Systems.    We plan to expand our sales and
customer support team to increase the number of patients treated by our existing installed base of 752 active NeuroStar Advanced Therapy
Systems in the United States and any additional systems that we sell in the future. We intend to hire additional clinical training consultants
who will focus on the ongoing training of our psychiatrist customers and their staff in order to allow our existing team of 28 clinical
practice consultants to focus exclusively on helping increase patient utilization of NeuroStar Advanced Therapy in a practice. Our clinical
practice consultants focus their efforts on helping psychiatrist customers implement our six step Practice Success Program. We intend to
make further investments in marketing tools, like our marketing portal, which consists of customizable practice development and
advertisement materials all of which are designed to drive patient awareness within an existing practice and in the local community. We
also plan to invest further in our direct to consumer marketing programs, primarily through digital marketing, which is comprised of paid
search, display advertising, social media and public relations to our psychiatrist customers.

 

 

•  Expand our international market opportunities.    We primarily sell our products within the United States and also sell our products in
Japan, Saudi Arabia, The United Arab Emirates, Singapore, the Republic of Korea and Australia. Our products have received regulatory
approval in the European Union and Japan and we plan to primarily focus our commercial efforts outside of the United States on Japan. We
plan to work with Teijin to obtain
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reimbursement approval for the NeuroStar Advanced Therapy System in 2018, and to provide sales, marketing and clinical support to
ensure our commercial success. We will continue to opportunistically evaluate additional markets outside the United States and Japan for
commercial expansion.

 

 

•  Pursue enhancements of our NeuroStar Advanced Therapy System and pipeline development for additional indications.    We plan to
continue our research and development efforts to enhance the hardware and software components of our NeuroStar Advanced Therapy
System for the treatment of MDD and other psychiatric disorders. We also plan to evaluate the use of enhancements to our NeuroStar
Advanced Therapy System to treat other psychiatric disorders, which may include bipolar depression and post-traumatic stress disorder, or
PTSD.

The NeuroStar Advanced Therapy System

Product

Our NeuroStar Advanced Therapy System is comprised of the NeuroStar Mobile Console, Patient Positioning System, NeuroStar Treatment Coil and
TrakStar practice management system. NeuroStar Treatment Sessions and SenStar Treatment Links, which we refer to as treatment sessions, represent the
consumable portion of the NeuroStar Advanced Therapy Treatment System.

NeuroStar Mobile Console and Patient Positioning System

Our NeuroStar Mobile Console and Patient Positioning System are comprised of the following components:
 

  

1. LCD touch screen and graphical user interface.    Our LCD touch
screen and graphical user interface provide the operator clear visual
directions for sequencing the TMS treatment. User confirmation is
required on critical steps to ensure accuracy.
 
2. Patient Positioning System.    The patented patient positioning system
includes an electromechanically controlled chair to recline the patient
during treatment and a three-dimensional positioning device that uses
laser alignment and six calibrated coordinates to accurately position the
patient’s head during treatment.
 
3. Gantry Arm.    The gantry arm mechanically counterbalances the
NeuroStar Treatment Coil and allows the operator to consistently move
and place it into position. Once in position, electromechanical brakes
stabilize the NeuroStar Treatment Coil and gantry arm.
 
4. Mobile Console.    The mobile console houses the embedded computer
and power electronics responsible for generating the prescribed pulse
sequence.
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NeuroStar Treatment Coil
 

  

Our proprietary NeuroStar Treatment Coil produces the magnetic field that induces the electric current at the prescribed treatment site. The
iron core in our NeuroStar Treatment Coil provides efficient energy conversion and management of the magnetic field. This allows our
NeuroStar Treatment Coil to function at higher operating power and lower temperatures. Our NeuroStar Treatment Coil assembly includes a
small fan and sensor to assist in cooling, and temperature tracking, and ensure patient comfort and safety. This temperature management
feature allows for short intervals between treatment sessions. The coil face is set at a 140-degree angle to conform with the patient’s head to
ensure contact across the magnet face.

SenStar

SenStar is a thin, flexible electronic circuit as shown in the figure below, that functions in both the treatment delivery and procedure fee management for our
NeuroStar Advanced Therapy System. Embedded in each SenStar is a magnetic field detector. At the start of each treatment, the NeuroStar Advanced
Therapy System performs a self-test that includes verifying the magnetic field is operating within the specified limits. Each SenStar also includes a sensory
guard to reduce topical irritation and improve patient comfort at the skin-coil interface.

SenStars also contain a patented contact sensor that allows the NeuroStar Advanced Therapy System to monitor and provide real-time visual feedback to the
operator that the NeuroStar Treatment Coil is in proper contact with the patient’s head. The system tracks any pulses lost during treatment and will highlight
lost pulses on the graphical user interface. At the end of treatment, the system allows the operator to administer any missed pulses to complete the full
prescribed dose.
 
 

We sell two versions of the SenStar: the SenStar Treatment Link and the SenStar Connect. SenStar Connect is a multi-use device for the U.S. market. To
activate a treatment session, a provider needs to purchase an encrypted activation code to enable the SenStar Connect to deliver one treatment session.
NeuroStar Treatment Sessions are purchasable online 24 hours a day, any day of the year. The treatment inventory is electronically managed between the
NeuroStar Advanced Therapy System and TrakStar systems using digital encryption technology. SenStar Treatment Link is a single use consumable. SenStar
treatment links are used outside the United States and enable one treatment session. Each is programmed for the country of use.
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TrakStar Practice Management System

The TrakStar patient data management system component is a cloud or local application that interfaces with the NeuroStar Advanced Therapy Systems.
TrakStar maintains patient information, prescription, treatment and medication history, positioning coordinates, depression scores and psychiatrist notes.

TrakStar automatically synchronizes patient data on all NeuroStar Advanced Therapy Systems on the network. Thus the information to treat a patient is
available on every system in every office within a practice. After each treatment is completed, the data is automatically uploaded to TrakStar. This seamless
data integration simplifies record management and office workflow. TrakStar supports multiple reports including patient treatment history, patient
depression score trending, practice outcomes and system utilization.

TrakStar cloud allows the psychiatrist to see status of other NeuroStar Advanced Therapy Systems in real-time, and access patient data anywhere and
anytime using an internet browser. TrakStar cloud is hosted in Microsoft Azure and employs multiple levels of security. Patient data is encrypted both in
transit and at rest. Third-party experts successfully completed penetration testing and an overall business security assessment and certified us as compliant
with National Institute of Standards and Technology, or NIST, and Health Information Technology for Economic and Clinical Health, or HITECH,
standards. We also monitor traffic for cybersecurity threats on an ongoing basis.

The NeuroStar Advanced Therapy Process

The Treatment Procedure

NeuroStar Advanced Therapy is an in-office treatment that has been cleared to be performed in as little as 19 minutes per session (but may take up to 39
minutes due to patient sensitivity or at the discretion of the treating psychiatrist) and is performed while the patient is awake, alert and seated and reclined
comfortably in the treatment chair. A course of treatment consists of sessions administered five days a week for up to six weeks. During the first treatment
session, two essential steps are performed. First, the patient’s cortex is mapped with the NeuroStar Treatment Coil to identify the area of the brain
controlling the thumb. Once the specific location on the motor cortex is found, the second step involves the use of a proprietary software algorithm, which
assists the psychiatrist in estimating the physiologically appropriate magnetic field intensity for each treatment session based on the intensity needed to
stimulate movement in the thumb. After these two steps are performed, the location of the motor cortex then also serves as a reference point to enable the
psychiatrist to properly position the NeuroStar Treatment Coil over the left prefrontal cortical surface, resting the coil lightly in contact with the patient’s
scalp. Accuracy of positioning of the treatment coil for pulse delivery is assured by use of the NeuroStar Advanced Therapy System’s three-dimensional
positioning device. Once the coil is properly positioned, the device delivers NeuroStar Advanced Therapy using a highly targeted pulsed magnetic field to
stimulate cortical neurons. Our therapy provides targeted stimulation of the prefrontal cortex and engages the neuronal circuitry connected to this region and
known to be involved in the regulation of mood.

During treatment, accurate positioning of our NeuroStar Treatment Coil is maintained by use of a proprietary contact sensing and navigation system, which
helps to ensure precise targeting of the treatment and assurance of accurate therapeutic dosing for each session. The patient typically hears a clicking sound
during coil operation and feels a tapping sensation on the head for the duration of the session. Over the course of each treatment, the patient receives 3,000
pulses. Real-time feedback ensures the patient receives a full dose with safe and effective care. When the session is completed, the psychiatrist removes the
coil and the patient is able to immediately resume normal activities.

The Patient Experience

Our clinical studies indicate that most patients find the NeuroStar Advanced Therapy easy to tolerate when contrasted with alternative MDD treatments.
After completion of a treatment session, a patient
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may immediately resume his or her normal activities, including work and exercise. NeuroStar Advanced Therapy patients generally do not experience the
systemic side effects associated with drug therapy. The most typical side effect after treatment with NeuroStar Advanced Therapy, as shown in the figure
below, is pain or discomfort near the treatment area, which is generally temporary and typically self-resolves within one week. In our sham-controlled
clinical trials, approximately 5% of patients discontinued treatment due to adverse events.
 
 

Potential Indications for Use and Research and Development

We selectively invest in research and development for the use of the NeuroStar Advanced Therapy System in psychiatric disorders. Throughout the
Company’s history, we have funded 50 investigator-initiated trials of such prospective additional indications. We are currently considering a number of
potential future indications for the use of the NeuroStar Advanced Therapy System, including, but not limited to, those described below.

Bipolar Depression

Bipolar depression is a psychiatric disorder characterized by a recurrent episodes of mania and depression. The depressed phase of bipolar disorder is
considered to be a form of treatment resistant depression and is the most difficult to treat phase of bipolar disorder. The depressive episode diagnostic
criteria in bipolar depression are identical to our current MDD indication. Although bipolar depression represents a smaller market than MDD, this disease
state has few treatment options available and many patients experience suboptimal outcomes. Current treatment options for patients with bipolar depression
include the use of mood stabilizers, including lithium carbonate, anticonvulsant, and second-generation antipsychotics. While these treatments are effective
in managing the recurrent mania, there are few effective treatments for the depressed phase of the illness. For example, antidepressant medications may lead
to instability in resolution of the manic episodes if administered alone, and the use of second-generation antipsychotic medications can be associated with
undesirable long-term medical side effects, including weight gain or the development of metabolic syndrome. Based on early research, we are evaluating
whether treatment with our NeuroStar Advanced Therapy System could be beneficial to these
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patients. If we were to pursue an additional indication in bipolar depression, we would need to conduct additional clinical trials, file an investigational
device exemption and clinical trial protocols with the FDA, submit a 510(k) pre-market notification and receive clearance prior to commercialization.

Post-Traumatic Stress Disorder

Post-traumatic stress disorder, or PTSD, is a psychiatric disorder that develops in some people who have experienced an overwhelming traumatic event,
such as witnessing death in a military or civilian setting, or as a result of severe physical abuse such as assault or rape. This exposure to a traumatic stressor
can lead to a later unwanted re-experiencing of symptoms, avoidance behavior, alteration in cognition and mood and states of increased physiological
arousal. Treatment options for PTSD include psychotherapy and SSRI antidepressant medications. We believe NeuroStar Advanced Therapy may represent
a potential new treatment option for PTSD patients. If we were to pursue an additional indication in PTSD, we would need to conduct additional clinical
trials, file an investigational device exemption and clinical trial protocols with the FDA, submit a 510(k) pre-market notification and receive clearance prior
to commercialization.

Adolescent MDD

We completed patient enrollment with 112 adolescent MDD patients in a prospective, 13-center, randomized, sham-controlled, double-blind pivotal clinical
trial with three phases that mirrors the design of our original adult, randomized, controlled trial. The purpose of this study is to evaluate the acute and long-
term safety and efficacy of NeuroStar Advanced Therapy in treating adolescents with MDD. The trial utilizes a double-blind control design to minimize
variability and allow for blinded assessment of the safety and efficacy of NeuroStar Advanced Therapy, using an active NeuroStar Treatment Coil compared
to a system utilizing a sham NeuroStar Treatment Coil. Patients were randomly allocated in a one-to-one ratio to either active NeuroStar Treatment Coil or
sham NeuroStar Treatment Coil. At the time of enrollment, patients were antidepressant-free for at least one week and up to four weeks, depending on
medication washout period.

The first phase is designed to evaluate the antidepressant effects of active NeuroStar Advanced Therapy compared with sham treatment when administered
five times per week for a six week acute course of therapy. The primary endpoint of this phase is the difference between active and sham arms using the
24-Item Hamilton Depression Rating Scale, or HAMD24, total score change from baseline score over the six week acute phase. Safety will be assessed at
every treatment visit by recording adverse events. We expect all analyses for the first phase to be available by the fourth quarter of 2018. Based on a
preliminary analysis conducted in the second quarter of 2018, the primary endpoint in the first phase of the trial was not met. Although we cannot directly
attribute clinical trial outcomes from other studies to our own trials, we believe several clinical trials for antidepressant medications failed to meet the
primary efficacy endpoint in their studies for MDD in adolescents and children. These include duloxetine, venlafaxine and, most recently, desvenlafaxine.
To date, the data safety monitoring board has not identified any serious safety issues in the study population, including suicidality and seizure.

Consistent with our clinical trial protocols, we will continue to allow eligible patients who have completed the first phase to participate in the second phase
of our clinical trial, which is a separate, open-label extension study. The second phase trial is designed to evaluate the benefit of active treatment
administered five times per week for a six-week acute course of NeuroStar Advanced Therapy in patients who received active or sham treatment and did not
receive protocol-defined clinical benefit in the first phase. Patients will remain antidepressant medication free during the second phase. This trial will
provide descriptive data on patients who are switched from sham to active treatments or receive a longer course of active treatment up to 12 weeks.

Patients who meet the criteria for at least partial response in either the first or second phases of the trial will be eligible to be followed in a third phase that
will be a separate six-month follow up phase. Patients
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entering the third phase will first undergo a three-week transition during which they will be gradually tapered off NeuroStar Advanced Therapy. Patients
who experience symptom worsening during this phase of the study may receive reintroduction of NeuroStar Advanced Therapy. Patients will remain
antidepressant medication free during the third phase of the trial. The purpose of this phase is to provide descriptive data on the six-month follow-up period
and any retreatments received by patients.

Although we believe we are unlikely to seek a label expansion for the NeuroStar Advanced Therapy System for the treatment of adolescent MDD, we plan
to evaluate next steps with respect to our clinical development efforts for this indication following the completion of our clinical trials.

Research and Development and Clinical Operations

Continued innovation through research and development is critical to our future success as a leader in improving the quality of life for patients who suffer
from psychiatric disorders. Our research and development activity is performed with a mix of internal and third party contract resources. As of
December 31, 2017, our research and development and clinical operations team consisted of 15 employees with expertise in electronic, mechanical or
electrical design, software, biomedical engineering and clinical trial design and management. Our research and development expenses, including spending
on our clinical trials and development efforts, totaled $8.2 million and $7.9 million for the years ended December 31 2016 and 2017, respectively. Our
current research and development efforts are focused primarily on platform extensions for our NeuroStar Advanced Therapy System and a series of
enhancements to our TrakStar cloud-based software application. Our clinical development efforts are focused on further expanding the use of our products
in additional indications. We coordinate our development efforts with our intellectual property strategies in order to enhance our ability to obtain patent and
other intellectual property protection.

Clinical Results and Studies

Overview of Clinical Trial Evidence for the Safety and Efficacy of NeuroStar Advanced Therapy

Clinical evidence supporting the safety and efficacy of NeuroStar Advanced Therapy has been published in 23 peer reviewed medical journals, involving an
aggregate of over 900 adult patients and more than 60 investigators. We have sponsored the largest prospective, multisite, randomized, sham-controlled trial
ever conducted of a TMS device, enrolling 325 patients with treatment resistant MDD at 23 U.S. and international study sites. Results from this trial served
as the basis of our initial FDA 510(k) clearance of the NeuroStar Advanced Therapy System in 2008. The clinical data from this trial were reported in
Biological Psychiatry in 2007. A second, industry-independent prospective, multisite, randomized, sham-controlled trial, funded by the NIMH using the
NeuroStar Advanced Therapy System, enrolled 199 patients with treatment resistant MDD across four major academic medical centers in the United States.
The clinical data from this trial were submitted to the FDA in 2014, leading to an expanded labeling for our NeuroStar Advanced Therapy System for an
indication of use in adult patients who have failed to benefit from one or more prior antidepressant medications in the current episode of MDD. This data
was published in 2010 in Archives of General Psychiatry, now published as JAMA Psychiatry. We sponsored the largest, post-market naturalistic outcomes
study of the use of the NeuroStar Advanced Therapy System in routine clinical practice. This study enrolled 307 patients with treatment resistant MDD
seeking care at 42 U.S. study sites. Patients in this study were assessed at the beginning and end of their prescribed acute treatment course, and 257 of these
patients agreed to be followed for a period of 12 months to characterize the durability of the long-term outcome in clinical practice. Results of this study
were published in the Journal of Clinical Psychiatry in 2012 and in CNS Spectrums in 2014.

Efficacy endpoints reported in these clinical trials used validated and well-accepted measures of symptomatic benefit to characterize antidepressant
medication treatment in clinical trials and included those measures listed in Figure 1. An accepted goal of treatment with an antidepressant is the definitive
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resolution of the symptoms, which is defined as remission. Remission is defined using a validated, clinician-administered rating scale such as the 17 or
24-item versions of HAMD or the Montgomery-Asberg Depression Rating Scale, or MADRS. Patients who achieve an endpoint score below 8 points on the
17-item HAMD, below 11 points on the 24-item HAMD or below 10 points on the MADRS, are considered to have reached remission of illness. A
clinically global, psychiatrist rated scale, such as the Clinical Global Impressions-Severity of Illness, or CGI-S, scale can also grade remission if a patient
reaches an end of treatment score of one or two on that scale.
 

Depression Assessment Scale   Response Criteria   Remission Criteria 
MADRS

  

50% change from
baseline   

 <10  

HAMD17
  

50% change from
baseline   

 <8  

HAMD24
  

50% change from
baseline   

 <11  

CGI-S   £3 score    £2 score  

PHQ-9   <10    <5  
         

Figure 1. Validated measures of symptomatic benefit to characterize antidepressant treatment effect.

Patient-rated outcomes are also used to verify symptom improvement. In the NeuroStar Advanced Therapy clinical trial data, the PHQ-9 scale was used,
with a score below five indicating remission of illness. Significant clinical improvement that does not constitute remission is termed response, and is graded
by a 50% or greater reduction of score from baseline on the HAMD and MADRS scales, and a score of one, two or three on the CGI-S or a score below 10
on the PHQ-9. Outcomes are also reported for each of these rating scales as a mean change in total score from baseline, called continuous outcome
measures. Standardized effect size measures are used to assess the statistical magnitude of treatment benefit (active versus control) in a clinical trial, and
because they are normalized measures, allow the comparison of treatment benefit across different clinical studies. Standardized effect sizes of greater than
0.50 are considered large, between 0.30 and 0.50 are considered medium and below 0.30 are considered small.

Randomized Controlled Trial

Our U.S. registration trial was a prospective, multisite, randomized, sham-controlled trial at 23 U.S. and international study sites that enrolled 325 patients
from January 2004 through August 2005 to evaluate the safety and efficacy of NeuroStar Advanced Therapy in patients who met DSM-IV criteria for MDD,
with a moderate level of treatment resistance based on rigorous evidence of failure of benefit from prior treatment with a research-grade exposure to at least
one and up to four complete antidepressant medication trials. Patients were randomized to either active NeuroStar Advanced Therapy or sham-controlled
TMS. The primary efficacy endpoint of this trial was a statistically significant, or P<0.05, average baseline to endpoint change in MADRS score for patients
in the active NeuroStar Advanced Therapy treatment group when compared to the change in MADRS score for the sham-controlled TMS patient treatment
group using the last visit MADRS score through week four of the acute phase. The trial design consisted of three phases: a one week, no-treatment lead-in
phase; a six week acute treatment phase of daily TMS sessions scheduled in a 5-day sequence, for a maximum of 30 sessions during which NeuroStar
Advanced Therapy was given in the active treatment arm as a monotherapy in medication-free patients, and a three week taper phase during which time all
patients were begun on an open-label, single antidepressant medication and followed for six months to examine the durability of the acute effect of TMS.

Results for the overall trial population demonstrated clinically meaningful improvement on the primary efficacy outcome measure, baseline to endpoint
change on the MADRS at four weeks, as shown in Figure
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2 (MADRS, P=0.057, standardized effect size = 0.38), although the primary efficacy endpoint of the trial was not achieved. Additionally, several secondary
outcome measures demonstrated statistically and clinically significant benefit for active NeuroStar Advanced Therapy compared with sham-controlled
TMS. Among these secondary outcome measures were a superior outcome on the HAMD, with both the 17 and 24-item versions showing baseline to
endpoint change for active NeuroStar Advanced Therapy at four weeks, as shown in Figure 3 (17-Item change: P=0.006, standardized effect size = 0.55)
and as shown in Figure 4 (24-Item change: P=0.012, standardized effect size = 0.48). These outcomes were sustained at the secondary efficacy time point at
week six, with a significant advantage in favor of active NeuroStar Advanced Therapy.
 

Efficacy Outcome Measure—MADRS
 

  

Efficacy Outcome Measure—HAMD17
 

P = 0.057 for week 4 contrast
 
Figure 2. MADRS total score change from baseline during the acute treatment phase.   

P = 0.006 for week 4 contrast
 
Figure 3. HAMD17 total score change from baseline during the acute treatment phase.

Efficacy Outcome Measure—HAMD24
 

  
P = 0.012 for week 4 contrast

 
Figure 4. HAMD24 total score change from baseline during the acute treatment phase.
   

We also observed a statistically significant benefit in categorical outcomes of response and remission rates on the MADRS, as shown in Figure 5, the
HAMD17, as shown in Figure 6, and the HAMD24, as shown in Figure 7. In this trial, NeuroStar Advanced Therapy was well tolerated and safe. The
dropout rate for any reason was low and similar in the active therapy (7.7%) and sham-controlled TMS (8.2%) treatment groups at four weeks, and
discontinuation specifically because of side effects was similar in the active therapy (4.5%) and sham-controlled TMS (3.4%) treatment groups. The trial
demonstrated that NeuroStar Advanced Therapy administered over a period of six weeks was effective in treating MDD and with a favorable tolerability
profile.
 

MADRS Response Rates
 

  

MADRS Remission Rates
 

Figure 5. MADRS categorical outcome assessments during the acute treatment phase.
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HAMD17 Response Rates
 

  

HAMD17 Remission Rates
 

Figure 6. HAMD17 categorical outcome assessments during the acute treatment phase.

HAMD24 Response Rates
 

  

HAMD24 Remission Rates
 

Figure 7. HAMD24 categorical outcome assessments during the acute treatment phase.

Our NeuroStar Advanced Therapy System received marketing authorization from the FDA in 2008 based on the results of this initial registration trial. The
FDA review determined that statistical significance for the primary outcome measure was obtained for the patients in that portion of the study population
(N=164) who had failed to benefit from one prior research grade antidepressant medication treatment trial (MADRS, P=0.0006). The original
FDA-authorized indication for use in MDD based on this trial was for adult patients who failed to benefit from one prior antidepressant medication in the
current episode.

NIMH-Sponsored Randomized Controlled Trial—the Optimization of TMS, or OPT-TMS Study

The U.S. NIMH sponsored a prospective, multisite, randomized, sham-controlled trial at four U.S. study sites that enrolled 199 patients from October 2004
through March 2009 to evaluate the safety and efficacy of NeuroStar Advanced Therapy in patients who met DSM-IV criteria for MDD, with at least a
moderate level of treatment resistance to at least one and up to four complete antidepressant medication trials. Patients were randomly allocated 1:1 to either
active NeuroStar Advanced Therapy or sham-controlled TMS. The primary efficacy endpoint of this trial was remission, measured using the 24-item
HAMD scale. The trial design consisted of three phases: a two week no treatment lead-in phase, a three-week fixed-treatment phase of daily TMS sessions
scheduled in a 5-day sequence, for a maximum of 15 sessions during which NeuroStar Advanced Therapy was given in the active treatment arm as a
monotherapy in antidepressant medication-free patients and a variable, three-week treatment continuation for clinical improvers.

Results from the trial demonstrated that for the entire treatment resistant patient population, for the primary analysis of remission, there was a statistically
significant effect of daily NeuroStar Advanced Therapy as monotherapy (odds ratio, 4.2; 95% confidence interval, 1.32–13.24; P=0.02). There were
18 remitters (N=13 or 14.1% in the active therapy and N=5 or 5.1% in the sham-controlled TMS treatment groups). NeuroStar Advanced Therapy was well
tolerated, with no difference in adverse events between the active therapy and sham-controlled TMS treatment groups. Discontinuation specifically because
of side effects was 5.4% in the active therapy treatment group. These results indicate that the likelihood of achieving remission using the NeuroStar
Advanced Therapy System increased by more than four times when compared to sham-control TMS, which is clinically meaningful.

The results of this clinical trial became available after we received our original marketing authorization in 2008. We submitted the clinical data from this
trial to the FDA and received a new FDA 510(k)
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clearance in 2014 that expanded our original indication to adult patients who have failed to benefit from one or more prior antidepressant medications in the
current episode of MDD.

Acute Efficacy and Long-Term Durability in Real-World Clinical Settings Study

The acute efficacy of treatment with the NeuroStar Advanced Therapy System was evaluated in a prospective, multisite, naturalistic, observational trial at
42 U.S. study sites that enrolled 307 patients from 2010 through 2012 to evaluate the effectiveness of NeuroStar Advanced Therapy in real-world clinical
practice settings in patients who met DSM-IV criteria for MDD. The mean patient age was 48.6 years and the mean number of medication trials in the
current episode that were of adequate dose and duration was 2.5, indicating a treatment resistant population of patients with MDD. Outcome assessments
were obtained at baseline, week two, at the point of maximal acute treatment benefit and at week six in cases where the acute course of TMS therapy
extended beyond six weeks. This naturalistic study design permitted patients to continue concurrent antidepressant medications during treatment with
NeuroStar Advanced Therapy if they were directed to do so by the prescribing psychiatrist. The primary efficacy endpoint of this trial was the change from
baseline to endpoint on the CGI-S. Secondary outcome measures included baseline to endpoint change on the PHQ-9.

The average number of NeuroStar Advanced Therapy treatment sessions across the acute phase was 28.3 (standard deviation: 10.1). Results from the trial
demonstrated that there was a statistically significant mean change in depression severity from baseline to end of treatment on the CGI-S (-1.9 ± 1.4,
P<0.0001) and for the PHQ-9 (-8.7 ± 7.2, P<0.0001). Clinician-assessed response rate for CGI-S was 58.0% and the remission rate was 37.1%, as shown in
Figure 8. Patient-reported outcomes measured using the PHQ-9 was 56.4% for response, and 28.7% for remission, as shown in Figure 9. Notably, the
outcomes were consistent across patients with both low and high grades of treatment resistance. Patients with low treatment resistance had been treated
without success with one antidepressant medication in their current illness episode and patients with high grades of treatment resistance had been treated
with two or more antidepressants without benefit. These results further support NeuroStar Advanced Therapy as an effective therapy for those who have
failed to benefit from antidepressant medication.
 

CGI-S Outcomes  PHQ-9 Outcomes
 

 
Figure 8. Categorical CGI-S response and remission outcomes—stratified by baseline level of
treatment resistance (low versus high).  

 
Figure 9. Categorical PHQ-9 response and remission outcomes—stratified by baseline level of
treatment resistance (low vs. high).

The long-term durability of the clinical effect resulting from treatment with NeuroStar Advanced Therapy was also studied as part of this report over 12
months of follow-up. In the long-term phase, 257 patients who had participated in the acute treatment outcomes entered into long-term follow-up where
their treatment outcomes were monitored over the next twelve months. This trial was conducted between March 2010 and August 2012. Clinical
assessments using the CGI-S and the PHQ-9 were obtained at three, six, nine, and 12 months. A total of 205 patients provided data across the entire
12-month trial period. Concurrent medication use and NeuroStar Advanced Therapy reintroduction were allowed for recurrent symptoms and were recorded
during the long-term follow-up period.
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Compared with baseline scores obtained prior to acute TMS treatment, the statistically significant reduction in mean standard deviation CGI-S and PHQ-9
total scores at the end of acute TMS treatment were sustained throughout the 12-month follow-up period (end of 12 months follow-up: CGI-S 2.8 and
PHQ-9 8.6, both P<0.0001). The proportion of patients who achieved remission at the conclusion of acute TMS treatment remained similar to that observed
following the conclusion of the long-term follow-up phase: CGI-S (total score 1 or 2), 41.2% (end of acute) and 45.1% (end of long-term), as shown in
Figure 10; PHQ-9 (total score < 5), 31.1% (end of acute) and 37.0% (end of long-term). These results demonstrate that NeuroStar Advanced Therapy
provides a sustained durability of effect over 12 months of follow-up in a patient population receiving minimal to no benefit with antidepressant
medications.

CGI-S Outcomes
 
 

Figure 10. Categorical CGI-S response and remission outcomes during long-term follow-up phase.

Our Outcome Registry

In 2016, we launched our voluntary outcome registry to measure and record the outcomes of MDD patients treated with our NeuroStar Advanced Therapy
System. Since inception, we have recorded results for over 750 patients at approximately 50 treatment facilities. For the more than 750 patients treated with
our products who completed self-evaluations, such as PHQ-9, and have had their results submitted to the registry, our data indicates remission and response
rates of 31% and 59%, respectively. For the more than 270 patients treated with our products who have been evaluated using an observer-dependent
interview, such as CGI-S, and have had their results submitted to the registry, our data indicates remission and response rates of 59% and 76%, respectively.
Although we believe that these results demonstrate the potential of our products to treat patients with MDD, our registry is voluntary and only a portion of
psychiatrists using our products have reported their outcomes. Therefore, these results may not be representative of response and remission rates for all
MDD patients treated with our products.

Sales and Customer Support Team and Psychiatrist Training

As of December 31, 2017, our sales and customer support team consisted of 106 employees working collaboratively across the following departments: 66
sales, 9 marketing, 19 field service and customer support, 3 clinical and 9 reimbursement.

Sales and Marketing—United States

Our commercialization team selectively markets and sells the NeuroStar Advanced Therapy System and recurring treatment sessions in the United States.
Our primary focus is on selling to psychiatrists, with primary care physicians and pain management specialists representing a small percentage of our
customer base. We target approximately 3,600 high-decile psychiatric practices, who we estimate, based on data from Symphony Health and our own
internal estimates, treat approximately 33% of MDD patients who meet our labeled indication and are insured. We target these practices by the number of
psychiatrists within their practices, the number of patients they treat and their acceptance of commercial insurance and Medicare. We believe that our
psychiatrist targeting strategy makes for a well-defined customer base that is accessible by our direct sales organization.
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We have structured our sales and customer support team with specialized roles to sell our NeuroStar Advanced Therapy Systems and recurring treatment
sessions, while delivering customer service at each stage of the implementation process. Our business development managers are responsible for identifying
key customer prospects, educating them on the value of NeuroStar Advanced Therapy System, gaining their commitment for capital placement and
introducing our clinical practice consultants. Our clinical practice consultants enhance the operational experience for providers and drive implementation of
the NeuroStar Advanced Therapy System into our customers’ practices. We created the role of clinical training consultant to partner with our psychiatrist
providers to conduct initial and ongoing on-site clinical training to ensure clinical and practice success.

Practice Management Support and Psychiatrist Training—United States

Our clinical practice consultants play a pivotal role in ensuring the success of our customers as they implement a new service line into their practice. In the
early stages of implementation, they help the practice set goals, educate on the types of patients that can benefit from our therapy and assist in preparing the
office work flow and staffing needs. As the office prepares to begin scheduling consults, the clinical practice consultants will train the office staff on how to
talk with patients about TMS and how to use patient educational tools such as presentations, videos and starter kits. Once the practice begins treating
patients, they will educate the psychiatrist on how to track clinical outcomes, interpret data and how to effectively convey results to existing and potential
patients and referring physicians. Our clinical practice consultants also work with our customers to increase awareness with referring physicians and
develop external marketing tactics. Our dedicated reimbursement managers help each practice navigate all issues regarding the reimbursement process
including investigation of benefits, prior authorizations and claims documentation. This group has assisted our customers to conduct over 20,000 benefit
investigations, and have helped approximately 50,000 patients gain access to our therapy.

Psychiatrists and staff training on the NeuroStar Advanced Therapy System is a key to success within each practice. Our clinical training consultants take
the burden of clinical training off our clinical practice consultants and provide a dedicated training resource to each customer. Clinical training consultants
conduct at least a three-day, hands on training course that is scheduled after system installation at each practice and also provide ongoing advanced on-site
clinical training.

Field Support—United States

Our field service engineers are responsible for maintenance, repairs and installation of upgrades. We provide a 24/7 support hotline to respond to medical
information inquiries and technical questions that arise in all time zones. We pledge to have a field service engineer on-site within 24 hours of a service call.
Because of the size and geographical coverage of our field service engineers and our standard 24-hour response time, NeuroStar Advanced Therapy Systems
experience over 99% uptime, helping to ensure uninterrupted patient treatments.

International

We market our products in a few select markets outside the United States through independent distributors. In Japan, we have an exclusive distribution
agreement with Teijin, for the commercialization of our products.

Distribution Agreement with Teijin Pharma Limited

In October 2017, we entered into a seven and a half year distribution agreement with Teijin Pharma Limited, or Teijin, for the exclusive distribution of our
NeuroStar Advanced Therapy System to customers who will treat patients with MDD in Japan. Under the distribution agreement, Teijin is generally
restricted from selling competing products in Japan. Our distribution agreement provides that we will have primary responsibility for obtaining
reimbursement approval for use of NeuroStar
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Advanced Therapy System for the treatment of MDD in Japan, and Teijin will promote the sales of NeuroStar Advanced Therapy System for treatment of
MDD in Japan. We have agreed to provide sales and technical support training to Teijin for our NeuroStar Advanced Therapy Systems.

Teijin is required to purchase minimum dollar values of NeuroStar Advanced Therapy Systems and treatment sessions from us following reimbursement
approval by the Japanese Ministry of Health, Labour and Welfare, or JMHLW, for TMS treatment for MDD (or, if such approval requires certified training
on the NeuroStar Advanced Therapy System by a third party, then upon the first psychiatrist being issued his or her training certification).

In 2017, under our distribution agreement with Teijin, we received an upfront payment of $0.75 million and a milestone payment of $2.0 million following
JMHLW’s approval of marketing the NeuroStar Advanced Therapy System for the treatment of MDD in Japan. These upfront and milestone payments have
been deferred and are being recognized as revenue over the seven and one half year term of the agreement. Teijin is required to pay us a milestone payment
tied to JMHLW issuing reimbursement for use of our products for the treatment of MDD in Japan.

The distribution agreement is scheduled to expire on March 31, 2025, subject to earlier termination if we or Teijin breach the agreement, Teijin fails to
maintain distributor-level permits and approvals, Teijin fails to purchase from us specified dollar values of its sales forecasts, reimbursement for treatment of
MDD using the NeuroStar Advanced Therapy System is not obtained from JMHLW by specified dates or such reimbursement is below specified
minimums, Teijin reasonably believes that it is not commercially reasonable to continue distributing the NeuroStar Advanced Therapy System in Japan or
bankruptcy related events occur. The term of the distribution agreement will be automatically extended for two years unless either party gives the other party
at least two years’ prior written of notice of non-renewal, except that we cannot decline to renew the agreement if Teijin has purchased 100% of its sales
forecasts over the term of the agreement.

Competition

Our currently marketed products are, and any future products we develop and commercialize will be, subject to intense competition. The industry in which
we operate is subject to rapid change and is highly sensitive to the introduction of new products or other market activities of current or new industry
participants. If we are not successful in convincing others of the merits of our products or educating them on the use of our products, they may not use our
products or use them effectively and we may be unable to increase our sales. Key competitive factors affecting the commercial success of the NeuroStar
Advanced Therapy System and any other product candidates we may develop are likely to be efficacy, safety and tolerability profile, reliability, convenience
of administration, price and reimbursement.

We have competitors that sell other forms of TMS therapy, including Brainsway, Magstim, Nextstim, CloudTMS and Magventure, that compete directly
with the NeuroStar Advanced Therapy System and have TMS therapy treatment times as short as 20, 37, 37, 19 and 19 minutes, respectively. Competing
TMS therapy companies may develop treatments that can be administered for shorter time periods, that have improved efficacy when compared to our
products, or that require a less significant investment of resources from psychiatrists. We also face competition from pharmaceutical and other companies
that develop products, such as antidepressant medications, for the treatment of psychiatric disorders. Our commercial opportunity could be reduced or
eliminated if these competitors develop and commercialize antidepressant medications or other treatments that are safer or more effective than the
NeuroStar Advanced Therapy System. At any time, these and other potential market entrants may develop treatment alternatives that may render our
products uncompetitive.

In addition, our competitors may have greater financial resources or more established distribution networks than we do, or may be acquired by enterprises
that have more established distribution
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networks than we do. Our competitors may also develop and patent processes or products earlier than we can or obtain domestic or international regulatory
clearances or approvals for competing products more rapidly than we can, which could impair our ability to develop and commercialize similar products.
We also compete with our competitors in acquiring technologies and technology licenses complementary to our products or advantageous to our business. In
addition, we compete with our competitors to engage the services of independent distributors outside the United States, both those presently working with us
and those with whom we hope to work as we expand.

Intellectual Property

Our commercial success depends in part on our ability to obtain and maintain proprietary protection for our products and services, to operate without
infringing the proprietary rights of others, and to prevent others from infringing our proprietary rights. We rely on a combination of patents, trade secrets,
copyrights and trademarks, as well as contractual protections, to establish and protect our intellectual property rights. We seek to protect our proprietary
position by, among other things, filing patent applications in the United States and internationally. Our patent estate includes patents and applications with
claims directed to our NeuroStar Advanced Therapy Systems and broader claims for potential future products and developments. On a worldwide basis, as
of December 31, 2017, our patent estate included 100 issued or allowed patents and pending patent applications for our products and novel design methods,
manufacturing process, novel TMS devices and systems and future combination products that are mainly designed to treat psychiatric conditions or perform
diagnostic procedures. In the United States, as of December 31, 2017, we owned or licensed 30 issued or allowed patents and seven patent applications filed
that are directed to our TMS technology. Outside the United States, as of December 31, 2017, we owned or licensed 49 issued or allowed patents and 14
pending patent applications.

These U.S. issued patents are expected to remain in effect until between 2018 and 2030. Our core patents in the United States will not expire before 2024.
Our non-U.S. patents are expected to remain in effect until between 2024 and 2035. Our worldwide intellectual property portfolio includes multiple pending
patent applications relating to methods and apparatuses for the treatment of psychiatric health conditions in Australia, Canada, the European Union, Japan
and the United States. Our patents and patent applications mainly relate to iron core technology, including materials, manufacturing methods, geometries,
applications, and open core technologies, TMS design patents, including coil position, motor threshold level determination, contact sensing, and articulation
arm designs, patient comfort, TMS support technologies and pulse monitoring, and potential next generation technologies.

In some instances, we submit patent applications directly with the USPTO as provisional patent applications. Provisional applications for patents were
designed to provide a lower-cost first patent filing in the United States. Corresponding non-provisional patent applications must be filed not later than
12 months after the provisional application filing date. The corresponding non-provisional application benefits in that the priority date(s) of the patent
application is/are the earlier provisional application filing date(s), and the patent term of the finally issued patent is calculated from the later non-provisional
application filing date. This system allows us to obtain an early priority date, add material to the patent application(s) during the priority year, obtain a later
start to the patent term and to delay prosecution costs, which may be useful in the event that we decide not to pursue examination in an application. We file
U.S. non-provisional applications and Patent Cooperation Treaty, or PCT, applications that claim the benefit of the priority date of earlier filed provisional
applications, when applicable. The PCT system allows a single application to be filed within 12 months of the original priority date of the patent application,
and to designate all of the 152 PCT member states in which national patent applications can later be pursued based on the international patent application
filed under the PCT. The PCT searching authority performs a patentability search and issues a non-binding patentability opinion which can be used to
evaluate the chances of success for the national applications in foreign countries prior to having
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to incur the filing fees. Although a PCT application does not issue as a patent, it allows the applicant to seek protection in any of the member states through
national-phase applications.

At the end of the period of two and a half years from the first priority date of the patent application, separate patent applications can be pursued in any of the
PCT member states either by direct national filing or, in some cases by filing through a regional patent organization, such as the European Patent
Organization. The PCT system delays expenses, allows a limited evaluation of the chances of success for national/regional patent applications and enables
substantial savings where applications are abandoned within the first two and a half years of filing.

For all patent applications, we determine claiming strategy on a case-by-case basis. Advice of counsel and our business model and needs are always
considered. We file patents containing claims for protection of all useful applications of our proprietary technologies and any products, as well as all new
applications and/or uses we discover for existing technologies and products, assuming these are strategically valuable. We continuously reassess the number
and type of patent applications, as well as the pending and issued patent claims to ensure that maximum coverage and value are obtained for our processes,
and compositions, given existing patent office rules and regulations. Further, claims may be modified during patent prosecution to meet our intellectual
property and business needs.

We recognize that the ability to obtain patent protection and the degree of such protection depends on a number of factors, including the extent of the prior
art, the novelty and non-obviousness of the invention, and the ability to satisfy the enablement requirement of the patent laws. The patent positions of
medical device companies like ours are generally uncertain and involve complex legal, scientific and factual questions. In addition, the coverage claimed in
a patent application can be significantly reduced before the patent is issued, and its scope can be reinterpreted or further altered even after patent issuance.
Consequently, we may not obtain or maintain adequate patent protection for any of our product candidates or for our technology platform. We cannot predict
whether the patent applications we are currently pursuing will issue as patents in any particular jurisdiction or whether the claims of any issued patents will
provide sufficient proprietary protection from competitors. Any patents that we hold may be challenged, circumvented or invalidated by third parties.

Our commercial success will also depend in part on not infringing the proprietary rights of third parties. In addition, we have licensed rights under
proprietary technologies of third parties to develop, manufacture and commercialize specific aspects of our products and services. It is uncertain whether the
issuance of any third party patent would require us to alter our development or commercial strategies, alter our processes, obtain licenses or cease certain
activities. The expiration of patents or patent applications licensed from third parties or our breach of any license agreements or failure to obtain a license to
proprietary rights that we may require to develop or commercialize our future technology may have a material adverse impact on us. If third parties prepare
and file patent applications in the United States that also claim technology to which we have rights, we may have to participate in interference proceedings
in the USPTO to determine priority of invention.

We further own trade secrets relating to our technology, and we maintain the confidentiality of proprietary information to protect aspects of our business that
are not amenable to, or that we do not consider appropriate for, patent protection. We seek to protect our trade secrets and know-how by entering into
confidentiality agreements with third-parties, consultants and employees who have access to such trade secrets and know-how. These agreements provide
that all confidential information concerning our business or financial affairs developed or made known to the individual during the course of the individual’s
relationship with us are to be kept confidential and not disclosed to third parties except in specific circumstances. In addition, we enter into employment
agreements that require employees to assign to us any inventions, trade secrets or know-how that they develop while employed by us. Although we take
steps to protect our proprietary information and trade secrets, including through
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agreements with our employees and consultants, these agreements may be breached, or third parties may independently develop substantially equivalent
proprietary information and techniques or otherwise gain access to our trade secrets or disclose our technology. Thus, we may not be able to meaningfully
protect our trade secrets. To the extent that our employees, consultants, scientific advisors or other contractors use intellectual property owned by others in
their work for us, disputes may arise as to the rights in related or resulting know how and inventions.

For a more comprehensive discussion of the risks related to our intellectual property, please see “Risk Factors—Risks Related to Intellectual Property.”

Manufacturing and Supply

We manage all aspects of product supply through our operations team based in Malvern, Pennsylvania. We outsource the manufacture of components and
high level assemblies, which are produced and tested to our specifications. We rely on third party providers to provide components used in existing products
and we expect to continue to do so for future products.

We manage our arrangements with our third-party manufacturers and suppliers to adjust delivery schedules and quantities of components to match our
changing manufacturing requirements. We forecast our component needs based on historical trends, current utilization patterns and sales forecasts of future
demand. We establish our relationships with our third-party manufacturers and suppliers through supplier contracts and purchase orders. In most cases, these
supplier relationships may be terminated by either party upon short notice. Currently, we are engaged with Sparton Medical Systems to supply our console;
Molex Incorporated to supply our SenStar Treatment Link; Paragon Micro to supply our computer systems as well as other companies to supply
components of our chairs and treatment packs.

In order to mitigate against the risks related to a single-source of supply, we qualify alternative suppliers when possible, maximize the use of commercial,
off the shelf components and materials, minimize specialized or proprietary manufacturing processes, and develop contingency plans for responding to
disruptions, including maintaining adequate inventory of any critical components. To date, we have not experienced material delays in obtaining any of our
components, nor has the ready supply of finished products to our customers or clinicians been adversely affected by component supply issues.

Reimbursement, Payor Relations and Customer Support

Coverage and Reimbursement in the United States

Sales of a medical device, which is utilized for in-office medical treatments, depend, in part, on the extent to which such treatments using that medical
device will be covered by third-party payors, such as government health care programs, private insurance and managed healthcare organizations. Even if a
third-party payor covers a particular treatment, the resulting reimbursement payment rates may not be adequate to cover a provider’s cost to purchase such
medical device or ensure that purchase will be profitable for the provider. Additionally, patients who are treated in-office for a medical condition generally
rely on third-party payors to reimburse all or part of the costs associated with the treatment and may be unwilling to undergo such treatment in the absence
of coverage and adequate reimbursement.

Reimbursement by a third-party payor may depend upon a number of factors, including the third-party payor’s determination that a treatment is neither
experimental nor investigational; safe, effective, and medically necessary; appropriate for the specific patient; cost-effective; supported by peer reviewed
medical journals; and included in clinical practice guidelines.

In the United States, there is no uniform policy of coverage and reimbursement among third-party payors. Third-party payors often rely upon Medicare
coverage policy and payment limitations in setting
 

113



Table of Contents

their own reimbursement policies, but also have their own methods and approval process apart from Medicare coverage and reimbursement determinations.
Physician reimbursement under Medicare generally is based on a defined fee schedule, the Physician Fee Schedule, through which payment amounts are
determined by the relative values of the professional service rendered. Reimbursement rates from commercial payors vary depending on the procedure
performed, the commercial payor, contract terms, and other factors.

Coverage and reimbursement for treatments can differ significantly from payor to payor. Decisions regarding the extent of coverage and amount of
reimbursement to be provided for an in-office treatment are made on a plan-by-plan basis. One payor’s determination to provide coverage for a specific
treatment does not assure that other payors will also provide coverage, and adequate reimbursement.

In addition, the federal government and state legislatures have continued to implement cost containment programs, including price controls and restrictions
on coverage and reimbursement. Third-party payors are increasingly challenging the price, examining the medical necessity and reviewing the cost-efficacy
of medical services. Adoption of price controls and cost containment measures, and adoption of more restrictive policies in jurisdictions with existing
controls and measures, could further limit our net sales and results of operations.

Based on our estimates, over 65 major private insurers in the United States, including the top 25 largest private insurers, have coverage policies for
reimbursement of NeuroStar Advanced Therapy, representing 95% of the total payor covered lives in the United States. Treatments using NeuroStar
Advanced Therapy are also eligible for reimbursement from Medicare, representing an additional 58.5 million covered lives in the United States as of
January 2018.

Government Regulation

Our products and our operations are subject to extensive regulation by the FDA and other federal and state authorities in the United States, as well as
comparable authorities in foreign jurisdictions. Our products are subject to regulation as medical devices under the FDCA, as implemented and enforced by
the FDA. The FDA regulates the development, design, non-clinical and clinical research, manufacturing, safety, efficacy, labeling, packaging, storage,
installation, servicing, recordkeeping, premarket clearance or approval, import, export, adverse event reporting, advertising, promotion, marketing and
distribution, and import and export of medical devices to ensure that medical devices distributed domestically are safe and effective for their intended uses
and otherwise meet the requirements of the FDCA.

In addition to U.S. regulations, we are subject to a variety of regulations in other jurisdictions governing clinical trials and commercial sales and distribution
of our products. Whether or not we obtain FDA clearance or approval for a product, we must obtain authorization before commencing clinical trials or
obtain marketing authorization or approval of our products under the comparable regulatory authorities of countries outside of the United States. The
marketing authorization process varies from country to country and the time may be longer or shorter than that required for FDA clearance or approval.

FDA Premarket Clearance and Approval Requirements

Unless an exemption applies, each medical device commercially distributed in the United States requires either FDA clearance of a 510(k) premarket
notification or PMA approval. Under the FDCA, medical devices are classified into one of three classes—Class I, Class II or Class III—depending on the
degree of risk associated with each medical device and the extent of manufacturer and regulatory control needed to ensure its safety and efficacy. Class I
includes devices with the lowest risk to the patient and are those for which safety and efficacy can be assured by adherence to the FDA’s General Controls
for medical devices, which include compliance with the applicable portions of the quality systems regulation, or QSR, facility registration and product
listing, reporting of adverse medical events, and truthful and
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non-misleading labeling, advertising, and promotional materials. Class II devices are subject to the FDA’s General Controls, and special controls as deemed
necessary by the FDA to ensure the safety and efficacy of the device. These special controls can include performance standards, post-market surveillance,
patient registries and FDA guidance documents. While most Class I devices are exempt from the 510(k) premarket notification requirement, manufacturers
of most Class II devices are required to submit to the FDA a premarket notification under Section 510(k) of the FDCA requesting permission to
commercially distribute the device. The FDA’s permission to commercially distribute a device subject to a 510(k) premarket notification is generally known
as 510(k) clearance. Devices deemed by the FDA to pose the greatest risks, such as life-sustaining, life-supporting or some implantable devices, or devices
that have a new intended use, or use advanced technology that is not substantially equivalent to that of a legally marketed device, are placed in Class III,
requiring approval of a PMA.

Our NeuroStar Advanced Therapy System is classified as a Class II medical device. We initially received marketing authorization of this device through the
de novo classification process. Subsequently, we have cleared any changes made to our system through the 510(k) clearance process.

510(k) Marketing Clearance Pathway

To obtain 510(k) clearance, we must submit to the FDA a premarket notification submission demonstrating that the proposed device is “substantially
equivalent” to a predicate device already on the market. A predicate device is a legally marketed device that is not subject to premarket approval, i.e., a
device that was legally marketed prior to May 28, 1976 (pre-amendments device) and for which a PMA is not required, a device that has been reclassified
from Class III to Class II or I, or a device that was found substantially equivalent through the 510(k) process. The FDA’s 510(k) clearance process usually
takes from nine to twelve months, but may take significantly longer. The FDA may require additional information, including clinical data, to make a
determination regarding substantial equivalence. If the FDA agrees that the device is substantially equivalent to a predicate device currently on the market, it
will grant 510(k) clearance to commercially market the device. If the FDA determines that the device is “not substantially equivalent” to a previously
cleared device, the device is automatically designated as a Class III device. The device sponsor must then fulfill more rigorous PMA requirements, or can
request a risk-based classification determination for the device in accordance with the “de novo” process, which is a route to market for novel medical
devices that are low to moderate risk and are not substantially equivalent to a predicate device.

Pre-Market Approval Process

A PMA application must be submitted if the medical device is in Class III (although the FDA has the discretion to continue to allow certain pre-amendment
Class III devices to use the 510(k) process) or cannot be cleared through the 510(k) process. A PMA application must be supported by, among other things,
extensive technical, preclinical, clinical trials, manufacturing and labeling data to demonstrate to the FDA’s satisfaction the safety and effectiveness of the
device.

After a PMA application is submitted and filed, the FDA begins an in-depth review of the submitted information, which typically takes between one and
three years, but may take significantly longer. During this review period, the FDA may request additional information or clarification of information already
provided. Also during the review period, an advisory panel of experts from outside the FDA will usually be convened to review and evaluate the application
and provide recommendations to the FDA as to the approvability of the device. In addition, the FDA will conduct a pre-approval inspection of the
manufacturing facility to ensure compliance with the QSR, which imposes elaborate design development, testing, control, documentation and other quality
assurance procedures in the design and manufacturing process. The FDA may approve a PMA application with post-approval conditions intended to ensure
the safety and effectiveness of the device including, among other things, restrictions on labeling, promotion, sale and distribution and collection of long-term
follow-up data from patients in the clinical study that
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supported approval. Failure to comply with the conditions of approval can result in materially adverse enforcement action, including the loss or withdrawal
of the approval. New PMA applications or supplements are required for significant modifications to the manufacturing process, labeling of the product and
design of a device that is approved through the PMA process. PMA supplements often require submission of the same type of information as an original
PMA application, except that the supplement is limited to information needed to support any changes from the device covered by the original PMA
application, and may not require as extensive clinical data or the convening of an advisory panel.

De novo Classification Process

Medical device types that the FDA has not previously classified as Class I, II, or III are automatically classified as Class III regardless of the level of risk
they pose. The Food and Drug Administration Modernization Act of 1997 established a new route to market for low to moderate risk medical devices that
are automatically placed into Class III due to the absence of a predicate device, called the “Request for Evaluation of Automatic Class III Designation,” or
the de novo classification procedure. This procedure allows a manufacturer whose novel device is automatically classified as Class III to request down-
classification of its medical device into Class I or Class II on the basis that the device presents low or moderate risk, rather than requiring the submission
and approval of a PMA application. Prior to the enactment of the Food and Drug Administration Safety and Innovation Act, or FDASIA, in July 2012, a
medical device could only be eligible for de novo classification if the manufacturer first submitted a 510(k) premarket notification and received a
determination from the FDA that the device was not substantially equivalent. FDASIA streamlined the de novo classification pathway by permitting
manufacturers to request de novo classification directly without first submitting a 510(k) premarket notification to the FDA and receiving a not substantially
equivalent determination. We originally obtained marketing authorization for our system using the de novo classification process after receiving a not
substantially equivalent determination following the submission of a 510(k) premarket notification. We have subsequently used the 510(k) clearance process
to obtain authorization from the FDA for changes to our marketed system.

Clinical Trials

A clinical trial is typically required to support a PMA application or de novo classification, and is sometimes required for a 510(k) pre-market notification.
Clinical trials generally require submission of an application for an Investigational Device Exemption, or IDE, to the FDA. The IDE application must be
supported by appropriate data, such as animal and laboratory testing results, showing that it is safe to test the device in humans and that the investigational
protocol is scientifically sound. The IDE application must be approved in advance by the FDA for a specified number of patients, unless the product is
deemed a non-significant risk device and eligible for more abbreviated IDE requirements. Clinical trials for a significant risk device may begin once the IDE
application is approved by the FDA as well as the appropriate institutional review boards, or IRBs, at the clinical trial sites, and the informed consent of the
patients participating in the clinical trial is obtained. After a trial begins, the FDA may place it on hold or terminate it if, among other reasons, it concludes
that the clinical subjects are exposed to an unacceptable health risk. Any trials we conduct must be conducted in accordance with FDA regulations as well as
other federal regulations and state laws concerning human subject protection and privacy. Moreover, the results of a clinical trial may not be sufficient to
obtain clearance or approval of the product.

Changes to Marketed Devices

After a device receives 510(k) marketing clearance, or de novo classification, any modification that could significantly affect its safety or efficacy, or that
would constitute a major change or modification in its intended use, will require a new 510(k) marketing clearance or, depending on the modification, a de
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novo classification or PMA approval. The FDA requires each manufacturer to determine whether the proposed change requires submission of a 510(k) or a
PMA in the first instance, but the FDA can review any such decision and disagree with a manufacturer’s determination. Many minor modifications today are
accomplished by a manufacturer documenting the change in an internal letter-to-file. The letter-to-file is in lieu of submitting a new 510(k) to obtain
clearance for every change. The FDA can always review these letters to file in an inspection. If the FDA disagrees with a manufacturer’s determination, the
FDA can require the manufacturer to cease marketing and/or request the recall of the modified device until 510(k) marketing clearance or PMA approval is
obtained. Also, in these circumstances, we may be subject to significant regulatory fines or penalties.

Post-Market Regulation

After a device is cleared or approved for marketing, numerous and pervasive regulatory requirements continue to apply. These include:
 

 •  establishment registration and device listing with the FDA;
 

 
•  QSR requirements, which require manufacturers, including third-party manufacturers, to follow stringent design, testing, control,

documentation and other quality assurance procedures during all aspects of the design and manufacturing process;
 

 

•  labeling and marketing regulations, which require that promotion is truthful, not misleading, fairly balanced and provide adequate
directions for use and that all claims are substantiated, and also prohibit the promotion of products for unapproved or “off-label” uses and
impose other restrictions on labeling; FDA guidance on off-label dissemination of information and responding to unsolicited requests for
information;

 

 
•  clearance or approval of product modifications to 510(k)-cleared devices that could significantly affect safety or efficacy or that would

constitute a major change in intended use of one of our cleared devices;
 

 
•  medical device reporting regulations, which require that a manufacturer report to the FDA if a device it markets may have caused or

contributed to a death or serious injury, or has malfunctioned and the device or a similar device that it markets would be likely to cause or
contribute to a death or serious injury or serious adverse events, if the malfunction were to recur;

 

 
•  correction, removal and recall reporting regulations, which require that manufacturers report to the FDA field corrections and product

recalls or removals if undertaken to reduce a risk to health posed by the device or to remedy a violation of the FDCA that may present a
risk to health;

 

 
•  complying with regulations requiring Unique Device Identifiers (UDI) on devices and also requiring the submission of certain information

about each device to the FDA’s Global Unique Device Identification Database (GUDID);
 

 
•  the FDA’s recall authority, whereby the agency can order device manufacturers to recall from the market a product that is in violation of

governing laws and regulations; and
 

 
•  post-market surveillance activities and regulations, which apply when deemed by the FDA to be necessary to protect the public health or to

provide additional safety and efficacy data for the device.

We may be subject to similar foreign laws that may include applicable post-marketing requirements such as safety surveillance and risk-benefit analysis.
Our manufacturing processes are required to comply with the applicable portions of the QSR, which cover the methods and the facilities and controls for the
design,
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manufacture, testing, production, processes, controls, quality assurance, labeling, packaging, distribution, installation and servicing of finished devices
intended for human use. The QSR also requires, among other things, maintenance of a device master file, device history file, and complaint files. As a
manufacturer, we are subject to periodic scheduled or unscheduled inspections by the FDA. Our failure to maintain compliance with the QSR requirements
could result in the shut-down of, or restrictions on, our manufacturing operations and the recall or seizure of our products. The discovery of previously
unknown problems with any of our products, including unanticipated adverse events or adverse events of increasing severity or frequency, whether resulting
from the use of the device within the scope of its clearance or off-label by a physician in the practice of medicine, could result in restrictions on the device,
including the removal of the product from the market or voluntary or mandatory device recalls.

The FDA has broad regulatory compliance and enforcement powers. If the FDA determines that we failed to comply with applicable regulatory
requirements, it can take a variety of compliance or enforcement actions, which may result in any of the following sanctions:
 

 •  warning letters, untitled letters, fines, injunctions, consent decrees and civil penalties;
 

 •  recalls, withdrawals, or administrative detention or seizure of our products;
 

 •  operating restrictions or partial suspension or total shutdown of production;
 

 •  refusing or delaying requests for 510(k) marketing clearance or PMA approvals of new products or modified products;
 

 •  withdrawing 510(k) clearances or PMA approvals that have already been granted;
 

 •  refusal to grant export or import approvals for our products; or
 

 •  criminal prosecution.

U.S. and Foreign Healthcare Laws and Compliance Requirements

Healthcare providers, physicians and third-party payors play a primary role in the recommendation, prescription and payment for medical treatments. A
medical device manufacturer’s arrangements with third-party payors, providers and patients may expose it to broadly applicable fraud and abuse and other
healthcare laws and regulations that may affect its business or the financial arrangements and relationships through which it markets, sells and distributes its
products. Even if a medical device manufacturer does not control referrals of healthcare services or bill directly to Medicare, Medicaid or other third-party
payors, federal and state healthcare laws and regulations are applicable to its business. In addition, a portion of our business is subject to the Health
Insurance Portability and Accountability Act of 1996, or HIPAA, as a business associate of our covered entity customers. To provide our covered entity
customers with services that involve the use or disclosure of PHI, we are required to enter into business associate agreements. As a business associate, we
are also directly liable for compliance with HIPAA. The laws that may affect a medical device manufacturer’s ability to operate include, but are not limited
to:
 

 

•  the federal Anti-Kickback Statute, which prohibits any person or entity from, among other things, knowingly and willfully soliciting,
receiving, offering or paying any remuneration, directly or indirectly, overtly or covertly, in cash or in kind, to induce or reward either the
referral of an individual for, or the purchase, order or recommendation of an item or service reimbursable, in whole or in part, under a
federal healthcare program, such as the Medicare and Medicaid programs. The term “remuneration” has been broadly interpreted to include
anything of value. The intent standard under the federal Anti-Kickback Statute was amended by the Patient Protection and Affordable Care
Act, or PPACA, to a stricter standard such that a person or entity no longer needs 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 civil and criminal false claims laws and civil monetary penalty laws, such as the False Claims Act, or FCA, which imposes
significant penalties and can be enforced by private citizens through civil qui tam actions, prohibits individuals or entities from, among
other things, knowingly presenting, or causing to be presented, false, fictitious or fraudulent claims for payment of federal funds, and
knowingly making, using or causing to be made or used a false record or statement material to a false or fraudulent claim to avoid, decrease
or conceal an obligation to pay money to the federal government. For example, companies have been prosecuted under the FCA in
connection with alleged off-label promotion of devices and allegedly providing free products to customers with the expectation that the
customers would bill federal health care programs for the product. In addition, 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 FCA. As a result of a modification
made by the Fraud Enforcement and Recovery Act of 2009, a claim includes “any request or demand” for money or property presented to
the U.S. government. In addition, manufacturers can be held liable under the FCA even when they do not submit claims directly to
government payors if they are deemed to “cause” the submission of false or fraudulent claims;

 

 

•  HIPAA, among other things, imposes criminal liability for executing or attempting to execute a scheme to defraud any healthcare benefit
program, including private third-party payors, knowingly and willfully embezzling or stealing from a healthcare benefit program, willfully
obstructing a criminal investigation of a healthcare offense, and creates federal criminal laws that prohibit knowingly and willfully
falsifying, concealing or covering up a material fact or making any materially false, fictitious or fraudulent statement or representation, or
making or using any false writing or document knowing the same to contain any materially false, fictitious or fraudulent statement or entry
in connection with the delivery of or payment for healthcare benefits, items or services;

 

 

•  HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act, or HITECH, and their implementing
regulations, which imposes privacy, security, transmission and breach reporting obligations with respect to individually identifiable health
information upon entities subject to the law, including health plans, healthcare clearinghouses and certain healthcare providers and their
respective business associates that perform services on their behalf that involve individually identifiable health information. 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
HIPAA laws and seek attorneys’ fees and costs associated with pursuing federal civil actions;

 

 

•  the federal physician payment transparency requirements, sometimes referred to as the “Physician Payments Sunshine Act,” created under
the PPACA, which requires, among other things, certain manufacturers of drugs, devices, biologics and medical supplies reimbursed under
Medicare, Medicaid, or the Children’s Health Insurance Program (with certain exceptions) to report annually to the United States
Department of Health and Human Services information related to payments or 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; and

 

 

•  foreign and state law equivalents of each of the above federal laws, such as anti-kickback and false claims laws, that may impose similar or
more prohibitive restrictions, and may apply to items or services reimbursed by any non-governmental third-party payors, including private
insurers; state laws that require device manufacturers to comply with the industry’s voluntary compliance guidelines and the applicable
compliance guidance promulgated by the federal
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government or otherwise restrict payments that may be made to healthcare providers and other potential referral sources; state laws that
require device manufacturers to report information related to payments and other transfers of value to physicians and other healthcare
providers or marketing expenditures and pricing information; and other federal and state laws that govern the privacy and security of health
information or personally identifiable information in certain circumstances, including state health information privacy and data breach
notification laws which govern the collection, use, disclosure, and protection of health-related and other personal information, many of
which differ from each other in significant ways and often are not pre-empted by HIPAA, thus requiring additional compliance efforts and
data privacy and security laws and regulations in foreign jurisdictions that may be more stringent than those in the United States (such as
the European Union, which adopted the General Data Protection Regulation, which will become effective in May 2018).

Because of the breadth of these laws and the narrowness of their statutory exceptions and regulatory safe harbors, it is possible that some of a medical
device manufacturer’s business activities could be subject to challenge under one or more of these laws. The scope and enforcement of each of these laws is
uncertain and subject to rapid change in the current environment of healthcare reform, especially in light of the lack of applicable precedent and regulations.
Federal and state enforcement bodies have recently increased their scrutiny of interactions between healthcare companies and healthcare providers, which
has led to a number of investigations, prosecutions, convictions and settlements in the healthcare industry.

Ensuring that business arrangements with third parties comply with applicable healthcare laws and regulations is costly and time consuming. If a medical
device manufacturer’s operations are found to be in violation of any of the laws described above or any other governmental regulations that apply to it, it
may be subject to penalties, including civil, criminal and administrative penalties, damages, fines, disgorgement, individual imprisonment, exclusion from
governmental funded healthcare programs, such as Medicare and Medicaid, additional reporting obligations and oversight if it becomes subject to a
corporate integrity agreement or other agreement to resolve allegations of non-compliance with these laws, reputational harm, diminished profits and future
earnings, and the curtailment or restructuring of operations, any of which could adversely affect the ability of a medical device manufacturer to operate its
business and the results of its operations.

United States Healthcare Reform

In the United States, a number of legislative and regulatory proposals have been considered or enacted to change the healthcare system in ways that could
affect a medical device manufacturer’s business. Among policy makers and payors in the United States, there is significant interest in promoting changes in
healthcare systems with the stated goals of containing healthcare costs, improving quality or expanding access. For example, in 2010, the PPACA was
enacted, which includes measures to significantly change the way health care is financed by both governmental and private insurers, and significantly
impacts the medical device industry. Among other ways in which it may impact a medical device manufacturer’s business, the PPACA:
 

 

•  imposes an annual excise tax of 2.3% on any entity that manufactures or imports medical devices offered for sale in the United States, with
limited exceptions, although the effective rate paid may be lower. Under the Consolidated Appropriations Act of 2016, the excise tax was
suspended through December 31, 2017, and under the continuing resolution on appropriations for fiscal year 2018, or 2018 Appropriations
Resolution, signed by President Trump on January 22, 2018, was further suspended through December 31, 2019;

 

 
•  establishes a new Patient-Centered Outcomes Research Institute to oversee and identify priorities in comparative clinical efficacy research

in an effort to coordinate and develop such research;
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•  implements payment system reforms including a national pilot program on payment bundling to encourage hospitals, physicians and other

providers to improve the coordination, quality and efficiency of certain healthcare services through bundled payment models; and
 

 •  expands the eligibility criteria for Medicaid programs.

Some of the provisions of the PPACA have yet to be implemented, and there have been judicial and Congressional challenges to certain aspects of the
PPACA, as well as recent efforts by the Trump administration to repeal or replace certain aspects of the PPACA. President Trump has signed two Executive
Orders and other directives designed to delay the implementation of any certain provisions of the PPACA or otherwise circumvent some of the requirements
for health insurance mandated by the PPACA. Concurrently, Congress has considered legislation that would repeal or repeal and replace all or part of the
PPACA. While Congress has not passed comprehensive repeal legislation, two bills affecting the implementation of certain taxes under the PPACA have
been signed into law. The Tax Cuts and Jobs Act of 2017 includes a provision repealing, effective January 1, 2019, the tax-based shared responsibility
payment imposed by the PPACA on certain individuals who fail to maintain qualifying health coverage for all or part of a year that is commonly referred to
as the “individual mandate”. Additionally, the 2018 Appropriations Resolution delayed the implementation of certain PPACA-mandated fees, including,
without limitation, the medical device excise tax. As a result, there is significant uncertainty regarding future healthcare reform and its impact on a medical
device manufacturer’s operations.

In addition, other legislative changes have been proposed and adopted since the PPACA was enacted. On August 2, 2011, President Obama signed into law
the Budget Control Act of 2011, which, among other things, created the Joint Select Committee on Deficit Reduction to recommend to Congress proposals
in spending reductions. The Joint Select Committee did not achieve a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021,
triggering the legislation’s automatic reduction to several government programs. This includes reductions to Medicare payments to providers of 2% per
fiscal year, which went into effect on April 1, 2013, and due to subsequent legislative amendments to the statute, including the Bipartisan Budget Act of
2018, will stay in effect through 2027 unless additional Congressional action is taken. On January 2, 2013, President Obama signed into law the American
Taxpayer Relief Act of 2012, or the ATRA, which, among other things, further reduced Medicare payments to several types of providers and increased the
statute of limitations period for the government to recover overpayments to providers from three to five years. In addition, the Medicare Access and CHIP
Reauthorization Act of 2015, enacted on April 16, 2015, or MACRA, repealed the formula by which Medicare made annual payment adjustments to
physicians and replaced the former formula with fixed annual updates and a new system of incentive payments scheduled to begin in 2019 that are based on
various performance measures and physicians’ participation in alternative payment models such as accountable care organizations.

Recently there has been heightened governmental scrutiny over the manner in which manufacturers set prices for their marketed products, which has
resulted in several U.S. Congressional inquiries and proposed federal legislation designed to, among other things, bring more transparency to product
pricing, reduce the cost of certain products under Medicare, review the relationship between pricing and manufacturer patient programs, and reform
government program reimbursement methodologies. At the state level, individual states in the United States are also increasingly passing legislation and
implementing regulations designed to control product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product
access and marketing cost disclosure and transparency measures.

It is likely that additional state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that federal and
state governments will pay for healthcare products and services, which could result in reduced demand for a medical device manufacturer’s products or
additional pricing pressure.
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Japanese Regulation

In Japan, medical devices must be approved prior to importation and commercial sale by the MHLW. The approval process identifies a Marketing
Authorization Holder, or MAH, who is designated as the only authorized seller of products. Manufacturers of medical devices outside of Japan who do not
operate through a Japanese entity are able to designate a MAH who will apply for product approval and take responsibility for the medical device as
designated. The MHLW evaluates each device for safety and efficacy. As part of its approval process, the MHLW may require that the product be tested in
Japanese laboratories. The approval process ranges in length and certain medical devices may require a longer review period for approval. Once a device is
approved, the MHLW issues a Shonin to the MAH or designated MAH, thereby permitting such entity to import the device into Japan for sale.

After a device is approved for importation and commercial sale in Japan, the MHLW continues to monitor sales of approved products for compliance with
labeling regulations, which prohibit promotion of devices for unapproved uses, and reporting regulations, which require reporting of product malfunctions,
including serious injury or death caused by any approved device. Failure to comply with applicable regulatory requirements can result in enforcement action
by the MHLW, which may include fines, injunctions, and civil penalties; recall or seizure of our products; operating restrictions; partial suspension or total
shutdown of sales in Japan; or criminal prosecution.

Employees

As of December 31, 2017, we had 145 employees, with 106 employees on our sales and customer support team, 21 in research and development, including
clinical, regulatory and certain quality functions, three employees in operations and 15 employees in general and administrative. We have never had a work
stoppage and none of our employees are covered by collective bargaining agreements or represented by a labor union. We believe our employee relations are
good.

Facilities

We occupy an approximately 32,000 square foot facility in Malvern, Pennsylvania, under a lease that ends in February of 2021. We have an option to extend
the lease for an additional five year term followed by a three year additional term. We believe that our existing facilities are adequate to meet our needs for
the foreseeable future.

Legal Proceedings

We are subject from time to time to various claims and legal actions during the ordinary course of our business. We believe that there are currently no claims
or legal actions that would reasonably be expected to have a material adverse effect on our results of operations, financial condition, or cash flows.
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MANAGEMENT

Executive Officers and Directors

The following table provides information regarding our current executive officers and directors, including their ages as of March 16, 2018:
 
NAME   AGE   POSITION(S)
Executive Officers     
Chris Thatcher    53    President and Chief Executive Officer and Director
Peter Donato    48    Vice President and Chief Financial Officer
Gregory Harper

  

 57  
  

Vice President of Research and Development, Operations and
Product Development

Non-Employee Directors     
Brian Farley    60    Chairman of the Board
Stephen Campe    52    Director
Paulina Hill    36    Director
Ron Hunt    53    Director
Wilfred Jaeger, M.D.    62    Director
Glenn Muir    59    Director

Executive Officers

Chris Thatcher has served as our President and Chief Executive Officer since 2014 and as a member of our board of directors since 2014. Prior to joining
our company, Mr. Thatcher led the Reichert Technology Global Business Unit of Ametek, Inc. as its Divisional Vice President and Business Unit Manager
from February 2013 to November 2014, where he was responsible for revitalizing the brand and expanding its business globally. From 2009 to 2013,
Mr. Thatcher served as the President of the Neurosurgery Division at Integra LifeSciences Holdings Corporation. Prior to joining Integra, Mr. Thatcher was
at Bausch and Lomb in various roles from 2002 to 2009, including Vice President of the Americas and General Manager of its Canadian Division. Before
joining Bausch and Lomb, from 1997 to 2002, Mr. Thatcher worked in Allergan’s Surgical Products division. Mr. Thatcher also serves as a Director of
Micro Interventional Devices, Inc. He earned his bachelor’s degree from Lafayette College. We believe Mr. Thatcher’s leadership of both large
organizations and growing businesses qualifies him to serve on our board of directors.

Peter Donato has served as our Chief Financial Officer and Vice President since March 2017. Prior to joining our company, and beginning in 2015,
Mr. Donato served as the Chief Financial Officer and Senior Vice President of Assurex Health, Inc., now a division of Myriad. From 2014 to 2015, he
served as the Chief Financial Officer, Executive Vice President, Secretary and Treasurer of Bovie Medical Corporation. From 2011 to 2013, Mr. Donato was
the Corporate Controller of Cyberonics, Inc., now LivaNova. From 2010 to 2011, he served as the Chief Financial Officer and Principal Accounting Officer
of Catasys, Inc. From 2007 to 2010, Mr. Donato served as the Chief Financial Officer and Corporate Vice President of IRIS International, Inc. and also
served as its Secretary and Principal Accounting Officer. From 2003 to 2006, Mr. Donato was the Chief Financial Officer and Vice President of Finance for
the cardiology division of Accellent, Inc. Mr. Donato earned his bachelor’s degree in business administration and accounting from The Ohio State
University. He received his MBA from the College of Business Administration at the University of Akron. Mr. Donato is a licensed CPA.

Gregory Harper has served as our Vice President of Product Development and Operations since September 2016. Prior to joining our company, Mr. Harper
was the Vice President, CT Global Research and Development for the Philips Healthcare Computed Tomography from March 2015 to September 2016,
where he was responsible for leading the product innovation pipeline and development
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activities. From January of 2011 to March 2015, Mr. Harper held roles as Director, Computed Tomography Performance and Senior Director, Computed
Tomography and Nuclear Medicine within Philips Healthcare. Prior to Philips, Mr. Harper worked in General Electric in the Healthcare, Lighting and
Appliance, and Aerospace businesses. Mr. Harper earned his BSEE from Valparaiso University and his MBA from the University of Wisconsin, Milwaukee.

Non-Employee Directors

Brian Farley has served as a member of our board of directors since 2009 and as chairman beginning in 2011. From 2010 to 2015, Mr. Farley was the Chief
Executive Officer of Entellus Medical Inc., and he served as a member of the company’s board of directors from 2008 to 2018. From 1996 to 2009,
Mr. Farley was President and Chief Executive Officer of VNUS Medical Technologies. Prior to joining VNUS, Mr. Farley served in various management
and executive positions in research and development, clinical research, and business development at the Vascular Intervention Division of Guidant
Corporation and in the Medical Device Division of Eli Lilly and Company. In addition to serving on our board, Mr. Farley serves on the board of
Neurolutions, Inc. He earned his bachelor’s degree in engineering with an emphasis in biomedical engineering and his Master’s Degree in electrical
engineering from Purdue University. We believe Mr. Farley’s leadership and management in medical device companies qualifies him to serve on our board
of directors.

Stephen M. Campe has served as a member of our board of directors since 2013. Mr. Campe is Managing Director and Senior Advisor to Patricia
Industries, Inc., or Patricia, a wholly-owned private equity and venture capital subsidiary of Investor AB. Mr. Campe joined Investor AB in 1998 as
Managing Director and head of the healthcare investing team, and served as President of a predecessor entity to Patricia from 2008 to 2015 with
responsibility for Investor AB’s global venture capital activities. Mr. Campe has been an active healthcare investor for over 20 years, focusing his investing
activities primarily on medical technology including therapeutic, surgical, and diagnostic devices. Mr. Campe currently serves on the boards of Intuity
Medical and HireVue Inc. and has previously served on the boards of numerous medical technology companies. Previously, Mr. Campe was a consultant at
McKinsey & Company where he managed corporate finance and strategy engagements for several diversified healthcare companies, and was an investment
banker specializing in mergers and acquisitions. Mr. Campe earned Bachelor’s Degrees in Economics and Systems Science Engineering from the University
of Pennsylvania and his MBA from Yale University. We believe Mr. Campe’s healthcare investment and management experience qualifies him to serve on
our board of directors.

Paulina Hill, Ph.D has served as a member of our board of directors since June 2017. She has been a Principal at Polaris Partners since 2015, after joining
Polaris in 2011 as an associate on its healthcare team. Dr. Hill served as the founding Chief Executive Officer of Camp4 Therapeutics. She serves on the
board of Kala Pharmaceuticals, a public pharmaceutical company, and the private company boards of Arsenal Medical, Faraday Pharmaceuticals, KinDex
Pharmaceuticals, and Camp4 Therapeutics. Dr. Hill completed her postdoctoral fellowship in the chemical engineering department at the Massachusetts
Institute of Technology, where she worked on developing novel biomaterial scaffolds and drug delivery systems for neural applications. She earned her
bachelor’s degree from East Carolina University and her Ph.D. in Molecular Medicine with a tissue engineering focus from the Wake Forest University
School of Medicine. We believe Dr. Hill’s investor experience and specialized knowledge in neuroscience and medicine qualifies her to serve on our board
of directors.

Ron Hunt has served as a member of our board of directors since 2015. Since 2005, Mr. Hunt has served as a Managing Director and member of New Leaf
Venture Partners, L.L.C., a venture capital firm. Previously, Mr. Hunt served at the Sprout Group, a venture capital firm, and was a consultant with
consulting firms Coopers & Lybrand Consulting and The Health Care Group. Mr. Hunt also previously served in various sales and marketing positions at
Johnson & Johnson and SmithKline Beecham
 

124



Table of Contents

Pharmaceuticals. Mr. Hunt previously served on the board of directors of Durata Therapeutics, Inc., Relypsa Inc., Aspreva Pharmaceuticals Corp. and
Corixa Corporation. Mr. Hunt holds a B.S. from Cornell University and an M.B.A. from the Wharton School of the University of Pennsylvania. We believe
Mr. Hunt’s experience advising private and public healthcare companies qualifies him to serve on our board of directors.

Wilfred E. Jaeger, M.D., has served as a member of our board of directors since May 2005. Dr. Jaeger co-founded Three Arch Partners, a venture capital
firm, in 1993 and has served as a Partner since that time. Prior to co-founding Three Arch Partners, Dr. Jaeger was a general partner at Schroder Ventures.
He is a member of the board of directors of Nevro Corporation, a public medical device company, Concert Pharmaceuticals, Inc., a public pharmaceutical
company, and numerous private companies. Dr. Jaeger received a B.S. in Biology from the University of British Columbia, his M.D. from the University of
British Columbia School of Medicine, and an M.B.A. from Stanford University. We believe that Dr. Jaeger’s financial and medical knowledge and
experience qualifies him to serve on our board of directors.

Glenn Muir has served as a member of our board of directors since July 2017. From 1992 until 2014 when he retired, Mr. Muir was the Chief Financial
Officer at Hologic, Inc., a publicly-traded manufacturer and supplier of medical products. He served as Hologic’s Executive Vice President of Finance &
Administration from 2000 to 2014, as Vice President of Finance & Administration from 1992 to 2000, and as Controller from 1988 to 1992. Mr. Muir
served as a Director of Hologic from 2001 to 2013. Mr. Muir served as Chief Financial Officer and Vice President of Finance & Administration at Metallon
Engineered Materials Corp. from 1986 to 1988. He served as a Senior Auditor with Arthur Andersen & Co. from 1981 to 1984. Mr. Muir has been a
Director of two publicly traded life science and biotechnology companies, Repligen Corporation and G1 Therapeutics, Inc., since 2015. He served as an
Independent Director at ReWalk Robotics Ltd. and RainDance Technologies, Inc., both from 2014 to 2017. Mr. Muir earned his bachelor’s degree in
accounting from the University of Massachusetts in Amherst, his M.B.A. from the Harvard Business School, and his M. Sc. in taxation from Bentley
College Graduate School of Business. He is a certified public accountant. We believe Mr. Muir’s leadership and management experience with medical
product companies and financial expertise qualifies him to serve on our board of directors.

Board Composition and Election of Directors

Board Composition

Our business and affairs are managed under the direction of our board of directors, which currently consists of seven members. Our amended and restated
certificate of incorporation and amended and restated bylaws, to be effective upon the closing of this offering, provide that our board of directors will
consist of a number of directors, not less than                nor more than                , to be fixed exclusively by resolution of our board of directors. Other than
vacancies to be filled through selection by the remaining members of our board of directors, our amended and restated certificate of incorporation, to be
effective upon the closing of this offering, provides that directors are elected annually at the annual meeting of our stockholders by a vote of the holders of a
majority of the voting power represented present and voting in person, by proxy or by other voting instrument at that meeting. We have only one class of
directors.

The primary responsibilities of our board of directors are to provide oversight, strategic guidance, counseling and direction to our management. Our board
of directors meets on a regular basis and additionally as required.

Our amended and restated bylaws, to be effective upon the closing of this offering, will provide that the authorized number of directors may be changed
only by resolution approved by a majority of our board of directors. In accordance with the terms of our amended and restated certificate of incorporation
and
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amended and restated bylaws, to be effective upon the closing of this offering, our directors may be removed only for cause by the affirmative vote of the
holders of at least 75% of the votes that all our stockholders would be entitled to cast in an annual election of directors.

Director Independence

Applicable Nasdaq rules require a majority of a listed company’s board of directors to be comprised of independent directors within one year of listing. In
addition, Nasdaq rules require that, subject to specified exceptions, each member of a listed company’s audit, compensation and nominating and corporate
governance committees be independent and that audit committee members also satisfy independence criteria set forth in Rule 10A-3 under the Exchange
Act of 1934, as amended, or the Exchange Act. The Nasdaq independence definition includes a series of objective tests, such as that the director is not, and
has not been for at least three years, one of our employees, that neither the director nor any of his family members has engaged in various types of business
dealings with us and that the director is not associated with the holders of more than 5% of our common stock. In addition, under applicable Nasdaq rules, a
director will only qualify as an “independent director” if, in the opinion of the listed company’s board of directors, that person does not have a relationship
that would interfere with the exercise of independent judgment in carrying out the responsibilities of a director.

Our board of directors has determined that all of our directors, except Mr. Thatcher, are independent directors, as defined under applicable Nasdaq rules. In
making such determination, our board of directors considered the relationships that each such non-employee director has with our company and all other
facts and circumstances that our board of directors deemed relevant in determining his or her independence, including the beneficial ownership of our
capital stock by each non-employee director.

There are no family relationships among any of our directors or executive officers.

Role of the Board in Risk Oversight

One of the key functions of our board of directors is informed oversight of our risk management process. Our board of directors does not have a standing
risk management committee, but rather administers this oversight function directly through the board of directors as a whole, as well as through various
standing committees of our board of directors that address risks inherent in their respective areas of oversight. In particular, our board of directors is
responsible for monitoring and assessing strategic risk exposure and our audit committee has the responsibility to consider and discuss our major financial
risk exposures and the steps our management has taken to monitor and control these exposures, including guidelines and policies to govern the process by
which risk assessment and management is undertaken. The audit committee also monitors compliance with legal and regulatory requirements.

Board Committees

Our board of directors has established an audit committee, a compensation committee and a nominating and corporate governance committee, each of which
operate pursuant to a committee charter. Our board of directors may establish other committees to facilitate the management of our business. The
composition and functions of each committee are described below.

Audit Committee

Upon completion of this offering, our audit committee will consist of Glenn Muir, Stephen M. Campe and Paulina Hill, with Mr. Muir serving as chair of
the audit committee. Our board of directors has determined that each of these individuals meets the independence requirements of the Sarbanes-Oxley Act
of 2002, as amended, or the Sarbanes-Oxley Act, Rule 10A-3 under the Securities Exchange Act of 1934, or the Exchange Act, and the applicable listing
standards of Nasdaq. Each member of our audit committee can read and understand fundamental financial statements in accordance with Nasdaq audit
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committee requirements. In arriving at this determination, the board has examined each audit committee member’s scope of experience and the nature of
their prior and/or current employment.

Our board of directors has determined that Glenn Muir qualifies as an audit committee financial expert within the meaning of SEC regulations and meets the
financial sophistication requirements of Nasdaq. In making this determination, our board has considered Mr. Muir’s formal education and previous and
current experience in financial and accounting roles. Both our independent registered public accounting firm and management periodically meet privately
with our audit committee.

The functions of this committee include, among other things:
 

 
•  evaluating the performance, independence and qualifications of our independent auditors and determining whether to retain our existing

independent auditors or engage new independent auditors;
 

 •  reviewing and approving the engagement of our independent auditors to perform audit services and any permissible non-audit services;
 

 •  monitoring the rotation of partners of our independent auditors on our engagement team as required by law;
 

 
•  prior to engagement of any independent auditor, and at least annually thereafter, reviewing relationships that may reasonably be thought to

bear on their independence, and assessing and otherwise taking the appropriate action to oversee the independence of our independent
auditor;

 

 
•  reviewing our annual and quarterly financial statements and reports, including the disclosures contained under the caption “Management’s

Discussion and Analysis of Financial Condition and Results of Operations,” and discussing the statements and reports with our
independent auditors and management;

 

 
•  reviewing with our independent auditors and management significant issues that arise regarding accounting principles and financial

statement presentation and matters concerning the scope, adequacy and effectiveness of our financial controls;
 

 
•  reviewing with management and our auditors any earnings announcements and other public announcements regarding material

developments;
 

 
•  establishing procedures for the receipt, retention and treatment of complaints received by us regarding financial controls, accounting or

auditing matters and other matters;
 

 •  preparing the report that the SEC requires in our annual proxy statement;
 

 
•  reviewing and providing oversight of any related-person transactions in accordance with our related person transaction policy and

reviewing and monitoring compliance with legal and regulatory responsibilities, including our code of business conduct and ethics;
 

 
•  reviewing our major financial risk exposures, including the guidelines and policies to govern the process by which risk assessment and risk

management is implemented;
 

 •  reviewing on a periodic basis our investment policy; and
 

 •  reviewing and evaluating on an annual basis the performance of the audit committee and the audit committee charter.

We believe that the composition and functioning of our audit committee complies with all applicable requirements of the Sarbanes-Oxley Act, and all
applicable SEC and Nasdaq rules and regulations. We intend to comply with future requirements to the extent they become applicable to us.
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Compensation Committee

Upon completion of this offering, our compensation committee will consist of Wilfred E. Jaeger, Brian Farley and Ronald Hunt, with Mr. Jaeger serving as
chair of the compensation committee. Each of these individuals is a non-employee director, as defined in Rule 16b-3 promulgated under the Exchange Act.
Our board of directors has determined that each of these individuals is ‘‘independent’’ as defined under the applicable listing standards of Nasdaq, including
the standards specific to members of a compensation committee. The functions of this committee include, among other things:
 

 
•  reviewing, modifying and approving (or if it deems appropriate, making recommendations to the full board of directors regarding) our

overall executive compensation strategy and policies;
 

 
•  making recommendations to the full board of directors regarding the compensation and other terms of employment of our executive

officers;
 

 
•  reviewing and making recommendations to the full board of directors regarding performance goals and objectives relevant to the

compensation of our executive officers and assessing their performance against these goals and objectives;
 

 
•  reviewing and approving (or if it deems it appropriate, making recommendations to the full board of directors regarding) the equity

incentive plans, compensation plans and similar programs advisable for us, as well as modifying, amending or terminating existing plans
and programs;

 

 
•  evaluating risks associated with our compensation policies and practices and assessing whether risks arising from our compensation

policies and practices for our employees are reasonably likely to have a material adverse effect on us;
 

 
•  reviewing and making recommendations to the full board of directors regarding the type and amount of compensation to be paid or

awarded to our non-employee board members;
 

 
•  establishing policies with respect to votes by our stockholders to approve executive and director compensation to the extent required by

Section 14A of the Exchange Act and, if applicable, determining our recommendations regarding the frequency of advisory votes on
executive and director compensation;

 

 
•  reviewing and assessing the independence of compensation consultants, legal counsel and other advisors as required by Section 10C of the

Exchange Act;
 

 •  administering our equity incentive plans;
 

 •  establishing policies with respect to equity compensation arrangements;
 

 
•  reviewing the competitiveness of our executive and director compensation programs and evaluating the effectiveness of our compensation

policy and strategy in achieving expected benefits to us;
 

 
•  reviewing and approving on making recommendations to the full board of directors regarding the terms of any employment agreements,

severance arrangements, change in control protections and any other compensatory arrangements for our executive officers;
 

 
•  reviewing with management and approving our disclosures under the caption “Compensation Discussion and Analysis” in our periodic

reports or proxy statements to be filed with the SEC, to the extent such caption is included in any such report or proxy statement;
 

 •  preparing the report that the SEC requires in our annual proxy statement; and
 

 •  reviewing and evaluating on an annual basis the performance of the compensation committee and the compensation committee charter.
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We believe that the composition and functioning of our compensation committee complies with all SEC and Nasdaq rules and regulations. We intend to
comply with future requirements to the extent they become applicable to us.

Nominating and Corporate Governance Committee

Upon completion of this offering, our nominating and corporate governance committee will consist of Brian Farley and Stephen M. Campe, with Brian
Farley serving as chair of the nominating and corporate governance committee. Our board of directors has determined that each of these individuals is
‘‘independent’’ as defined under the applicable listing standards of Nasdaq and SEC rules and regulations. The functions of this committee include, among
other things:
 

 •  identifying, reviewing and evaluating candidates to serve on our board of directors;
 

 •  determining the minimum qualifications for service on our board of directors;
 

 
•  evaluating director performance on the board and applicable committees of the board and determining whether continued service on our

board is appropriate;
 

 •  evaluating, nominating and recommending individuals for membership on our board of directors;
 

 •  evaluating nominations by stockholders of candidates for election to our board of directors;
 

 •  considering and assessing the independence of members of our board of directors;
 

 
•  developing a set of corporate governance policies and principles and recommending to our board of directors any changes to such policies

and principles;
 

 •  reviewing and making recommendations to the board of directors with respect to management succession planning;
 

 •  considering questions of possible conflicts of interest of directors as such questions arise; and
 

 
•  reviewing and evaluating on an annual basis the performance of the nominating and corporate governance committee and the nominating

and corporate governance committee charter.

We believe that the composition and functioning of our nominating and corporate governance committee complies with all SEC and Nasdaq rules and
regulations. We intend to comply with future requirements to the extent they become applicable to us.

Our board of directors may from time to time establish other committees.

Compensation Committee Interlocks and Insider Participation

None of our directors who serve as a member of our compensation committee is, or has at any time during the past year been, one of our officers or
employees. None of our executive officers currently serves, or in the past year has served, as a member of the board of directors or compensation committee
of any other entity that has one or more executive officers serving on our board of directors or compensation committee.

Code of Business Conduct and Ethics

Effective upon the closing of this offering, we will adopt a Code of Business Conduct and Ethics, or the Code of Conduct, applicable to all of our
employees, executive officers and directors. Following the closing of this offering, the Code of Conduct will be available on our website at
www.neurostar.com. The nominating and corporate governance committee of our board of directors will be responsible for
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overseeing the Code of Conduct and must approve any waivers of the Code of Conduct for employees, executive officers and directors. In addition, we
intend to post on our website all disclosures that are required by law or the listing standards of the applicable stock exchange concerning any amendments
to, or waivers from, any provision of the Code of Conduct.

Non-Employee Director Compensation

In the year ended December 31, 2017, the chairman of our board was paid $50,000 and also received a restricted stock award. Our audit committee
chairman received an option to purchase shares in 2017 in connection with joining the board. Our non-employee directors also received reimbursement of
their actual out-of-pocket costs and expenses incurred in connection with attending board meetings.

We intend to adopt a non-employee director compensation policy, pursuant to which our non-employee directors will be eligible to receive compensation for
service on our board of directors and committees of our board of directors, following the completion of this offering.
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EXECUTIVE AND DIRECTOR COMPENSATION

As an “emerging growth company” as defined in the JOBS Act, we are not required to include a Compensation Discussion and Analysis section and have
elected to comply with the scaled disclosure requirements applicable to emerging growth companies and smaller reporting companies.

Executive Compensation Process

The compensation committee of our board of directors has historically been responsible for the executive compensation program for our executive officers,
including our Named Executive Officers, and reports to our board of directors on its discussions, decisions and other actions. The compensation committee
has reviewed and approved corporate goals and objectives relating to the compensation of our Chief Executive Officer, evaluated the performance of our
Chief Executive Officer in light of those goals and objectives and recommended to our board of directors the compensation of our Chief Executive Officer
based on such evaluation. In addition, the compensation committee, in consultation with our Chief Executive Officer, has reviewed and approved all
compensation for our other executive officers. Our Chief Executive Officer has historically made compensation recommendations for our other executive
officers and has initially proposed the corporate performance goals under our annual cash bonus plan to the compensation committee. The compensation
committee has been authorized to retain and terminate the services of one or more executive compensation consultants as it sees fit, in connection with its
oversight of our executive compensation program and related policies.

Summary Compensation Table

The following table provides information regarding the total compensation for services rendered in all capacities that was earned by each individual who
served as our principal executive officer and our two other most highly-compensated executive officers who were serving as executive officers as of
December 31, 2017. We refer to these individuals as our “Named Executive Officers.”

2017 SUMMARY COMPENSATION TABLE
 

Name and Principal Position  Year   
Salary

($)   
Bonus

($)   

Option
Awards
($)(1)   

Non-Equity
Incentive Plan
Compensation

($)   

All Other
Compensation

($)   
Total

($)  
Christopher A. Thatcher,   2017  $ 400,155  $ —    $ 118,716  $ 240,093    $ —    $ 758,964 

President and Chief
Executive Officer        

Peter L. Donato,   2017  $ 221,907   —    $ 165,253  $ 127,643    $ 26,050    $ 540,853 
Vice President and Chief
Financial Officer        

Gregory A. Harper,   2017  $ 287,700   —    $ 75,512  $ 97,473    $ —    $ 460,685 
Vice President of Research
and Development,
Operations and Product
Development        

 
 The amounts reported represent the aggregate grant date fair value of the options to purchase shares of our common stock granted to the Named Executive Officer in 2017, calculated in accordance
with the Financial Accounting Standard Board’s ASC Topic 718. Such grant date fair value does not take into account any estimated forfeitures related to service-vesting conditions. See Note 12 to our
financial statements as included in this prospectus for the assumptions used in calculating the grant date fair value of the stock options reported in this column.

footnotes continued on following page
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 Reflects amounts paid pursuant to our fiscal 2017 bonus program described in “Narrative Disclosure to Summary Compensation Table” below.
 Mr. Donato joined us as our Vice President and Chief Financial officer in April 10, 2017.
 The amount reported includes $26,050 representing payments to Mr. Donato for living expenses. If he terminates his employment with us voluntarily or for cause within 24 months of the effective date
of his employment, Mr. Donato will reimburse us all amounts paid to him for this relocation assistance.

Narrative Disclosure to Summary Compensation Table

The compensation of our Named Executive Officers generally consists of base salary, an annual cash bonus opportunity and long-term incentive
compensation in the form of equity awards.

Base Salary

The compensation committee reviews the base salaries of our executive officers, including our Named Executive Officers, from time to time and makes
adjustments (or, in the case of our Chief Executive Officer, may recommend adjustments for approval by our board of directors) as it determines to be
reasonable and necessary to reflect the scope of his or her performance, contributions, responsibilities, experience, prior salary level, position (in the case of
a promotion) and market conditions, including base salary amounts relative to similarly-situated executive officers at peer group companies.

Annual Cash Bonuses

Each of our Named Executive Officers was a participant in our 2017 annual cash bonus plan, pursuant to which each was eligible to earn a cash bonus based
on our achievement of pre-established revenue and earnings objectives, as well as on the achievement of individual performance goals. For 2017, the target
annual cash bonus opportunity for Mr. Thatcher was equal to 40% of his annual base salary and the target annual cash bonus opportunities for Messrs.
Donato and Harper were equal to 30% and 25%, respectively, of their annual base salaries. No bonuses were to be paid under our 2017 annual cash bonus
plan unless and until the compensation committee made a determination with respect to the attainment of the performance objectives. In early 2018, the
compensation committee determined that, based on our achievement levels with respect to the pre-established revenue and earnings objectives for 2017, as
well as an evaluation of each individual’s performance during 2017, to pay each of our Named Executive Officers the cash bonus amounts for 2017
performance as set forth in the column entitled “Non-Equity Incentive Plan Compensation” in the 2017 Summary Compensation Table above.

Long-Term Incentive Compensation

Historically, and prior to our initial public offering, we have generally granted options to purchase shares of our common stock to our employees, including
our Named Executive Officers. For a description of the options to purchase shares of our common stock granted to our Named Executive Officers in 2017,
please see the “2017 Outstanding Equity Awards at Fiscal Year-End Table” below.

Section 401(k) Savings Plan and Other Benefits

We maintain a tax-qualified Section 401(k) savings plan that provides eligible employees with an opportunity to save for retirement on a tax advantaged
basis. Eligible employees are able to defer eligible compensation subject to applicable annual limits under the Internal Revenue Code, or the Code.
Employees’ pre-tax contributions are allocated to each participant’s individual account and are then invested in selected investment alternatives according to
each participant’s direction. Employees are immediately and fully vested in their contributions. The Section 401(k) plan is intended to be qualified under
Section 401(a) of the Code with the plan’s related trust intended to be tax exempt under Section 501(a) of the Code. As a tax-qualified retirement plan,
contributions to the Section 401(k) plan and earnings on those contributions are not taxable to the employees until distributed from the plan. We also pay, on
behalf of our employees, including our Named Executive Officers, a portion of the premiums for health, life and disability insurance.
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Pension and Nonqualified Deferred Compensation Plans

We do not provide a pension plan for our employees, and none of our Named Executive Officers participated in a nonqualified deferred compensation plan
in 2017.

Employment Agreements

We have entered into employment agreements or offer letters with Messrs. Thatcher, Donato and Harper. The key terms and conditions of these agreements
are described below. For a discussion of the post-employment compensation arrangements with each of our Named Executive Officers, please see “Post-
Employment Compensation Arrangements” below.

Mr. Thatcher

We entered into an employment agreement with Mr. Thatcher dated November 1, 2014, pursuant to which we employ Mr. Thatcher as our President and
Chief Executive Officer. Under the agreement, we will use our best efforts to ensure that he is elected to be a voting member of our board of directors for as
long as Mr. Thatcher is employed as our President and Chief Executive Officer. Mr. Thatcher’s agreement does not specify a term of employment.

The agreement entitles Mr. Thatcher to an annual target bonus opportunity of 40% of his annual base salary, with the actual amount of such annual bonus
payable to be determined by our board of directors, based on the achievement of corporate or individual performance objectives determined and agreed to
by our board of directors and Mr. Thatcher. Mr. Thatcher’s current base salary is listed in the table above.

Messrs. Donato and Harper

We entered into an employment offer letter agreement with each of Mr. Donato, effective April 10, 2017, and Mr. Harper, effective September 12, 2016. The
employment of each is “at will” and each agreement endures until terminated by either party. Under the terms of his agreement, Mr. Donato is eligible to
receive a target annual bonus of 30% of his annual base salary. Mr. Harper’s agreement provides for a target annual bonus of 25% of his annual base salary,
with the actual amount of such bonus based on the achievement of corporate, departmental and individual performance goals defined by Mr. Harper and Mr.
Thatcher. Each of Mr. Donato’s and Mr. Harper’s current base salaries are listed in the table above.

Both Mr. Donato’s and Mr. Harper’s offer letters provide for the grant of a non-qualified stock option under our Amended and Restated 2003 Stock
Incentive Plan, or the 2003 Plan, to purchase shares equal to 0.85% and 0.65%, respectively, of our fully-diluted common stock. Twenty-five percent of each
such option vests on the first anniversary of the executive’s applicable start date, with the remainder vesting in 36 equal monthly installments thereafter.

Messrs. Donato and Harper are both entitled to relocation assistance under their respective agreements, provided that they complete such relocation within
24 months and 180 days, respectively.

Mr. Donato is eligible to receive reimbursement for weekly round-trip coach class airfare to Malvern; reimbursement of certain related travel expenses; a
temporary housing allowance in Malvern of up to $2,000 per month, as well as an allowance of up to $50 per day for food and living expenses; the option,
during the 24-month period following his hire date, to convert the balance of the assistance listed above to an allowance to pay for reasonable expenses, up
to $100,000, associated with moving his household goods to the Malvern area; a separate allowance for moving expenses up to $100,000; and a tax gross-up
payment to offset any tax liability Mr. Donato incurs as a result of any reimbursed moving expenses. If Mr. Donato resigns his position or is terminated for
cause within 24 months of his start date, he must reimburse any relocation reimbursement paid under his offer letter.
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Mr. Harper is eligible to receive up to $30,000 for expenses directly relating to the sale of his home in Ohio; up to $15,000 for temporary lodging expenses;
up to $10,000 reimbursement of expenses associated with moving Mr. Harper’s household goods to Malvern; and a tax gross-up payment to offset any tax
liability Mr. Harper incurs as a result of any reimbursed moving expenses.

Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information regarding the outstanding and unexercised stock options held by each of our Named Executive Officers as of
December 31, 2017. All of these awards were made pursuant to the Neuronetics, Inc. Amended and Restated 2003 Stock Incentive Plan, or the 2003 Plan.
The vesting schedule applicable to each outstanding equity award is described in the footnotes to the table below. For information regarding the vesting
acceleration provisions applicable to the equity awards of our Named Executive Officers, see “Post-Employment Compensation Arrangements” below.

2017 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END TABLE
 

NAME   
Option Grant

Date   

Number of
securities

underlying
unexercised

options
(#) exercisable   

Number of
securities

underlying
unexercised

options
(#) unexercisable   

Option
exercise

price
($)    

Option
expiration date 

Mr. Thatcher    02/19/15     8,720,199    2,592,491   $ 0.03    02/18/25 
   07/15/15     4,805,407    1,428,634   $ 0.03    07/14/25 
   07/20/17     —      3,354,403   $ 0.08    07/19/27 

Mr. Donato    04/12/17     —      3,042,067   $ 0.11    04/11/27 
   07/20/17     —      480,365   $ 0.08    07/19/27 

Mr. Harper    10/12/16     693,269    1,525,192   $ 0.11    10/11/26 
   07/20/17     —      350,311   $ 0.08    07/19/27 
   12/07/17     —      730,525   $ 0.14    12/06/27 

 
 Option to purchase shares of our common stock vested as to 25% of the shares subject to the option on November 1, 2015 and the remaining shares vest as to 1/36th of such shares each month
thereafter.

 Option to purchase shares of our common stock vests as to 25% of the shares subject to the option on the first anniversary of the Named Executive Officer’s relevant vesting commencement date and
the remaining shares vest as to 1/36  of such shares each month thereafter.

Executive Officer Post-Employment Compensation Arrangements

Mr. Thatcher

In the event the employment of Mr. Thatcher is terminated by us without “cause,” or he resigns for “good reason,” he is entitled to receive all accrued and
unpaid base salary and vacation, and subject to his timely execution of a release of claims in our favor, the annual cash bonus with respect to the calendar
year ended immediately prior for the cessation of his employment, a pro-rated target bonus for the calendar year in which such termination of employment
occurs, monthly severance payments equal to one-twelfth of his current base salary for a period of 18 months, reimbursement of premiums for COBRA
continuation coverage for 18 months and extension of the exercise period for any outstanding and vested stock options until the earlier to occur of (i) the
first anniversary of the employment termination date or (ii) the expiration of the option term.

In the event the employment of Mr. Thatcher is terminated for any other reason, he is entitled to receive all accrued and unpaid base salary and vacation,
and, if such termination of employment is the result of death or disability, the annual cash bonus with respect to the calendar year ended immediately prior
for the cessation of his employment and a pro-rated target bonus for the calendar year in which such termination of employment occurs.
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For purposes of his employment agreement:
 

 

•  “Cause” generally means Mr. Thatcher’s indictment, conviction or plea of guilty or no contest to a felony or to a misdemeanor involving
moral turpitude or that causes material damage to the our public image or reputation, or to our operations or financial performance; gross
negligence or willful misconduct with respect to his duties and responsibilities to us; alcohol or illegal substance abuse in the event we
have reasonable grounds for suspecting he is under the influence while at work and his ability to perform his duties and responsibilities has
been impaired; willful refusal or failure to perform any specific material lawful direction from our board of directors not cured within 30
days after delivery of written notice; willful and material breach of any written agreement with or duty owed to us; or if we determine that
he has intentionally omitted any requested information or falsified any disclosed information either in his resume or during the interview
process with us;

 

 

•  “Good reason” generally means, subject to certain cure rights and without Mr. Thatcher’s prior consent, due to a material adverse change in
his position with us that reduces his title, level of authority or duties/responsibilities; a reduction in base salary or target annual cash bonus;
our failure to provide that he is eligible to participate in benefit plans; relocation of Mr. Thatcher’s principal worksite more than 35 miles,
unless it reduces his commute; or any material breach of the agreement by us.

In addition, in the event of a change in control of us, Mr. Thatcher is entitled to a cash lump sum payment (less applicable withholding taxes) equal to 40%
of his then-current base salary, and his equity award granted under the 2003 Plan in connection with his appointment as our President and Chief Executive
Officer will be fully vested and exercisable immediately prior to (but contingent upon) the occurrence of a change in control, provided that he remains
continuously and actively employed with us through the change in control date.

Notwithstanding any other provision of his employment agreement, if any payment or benefit due under the employment agreement, together with all other
payments and benefits that Mr. Thatcher receives or is entitled to receive from us will constitute an “excess parachute payment” (as that term is defined in
Section 280G(b)(1) of the Code), such payments and benefits will be limited to the minimum extent necessary to ensure that no portion thereof will fail to
be tax deductible to us by reason of Section 280G.

Messrs. Donato and Harper

In the event the employment of either of Messrs. Donato or Harper is terminated by us without “cause,” each is eligible to receive three months of his then-
current base salary, at the discretion of our Board of Directors and provided that they execute a severance and release agreement in a form acceptable to us.

For purposes of these agreements, “cause” generally means Mr. Donato’s or Mr. Harper’s failure of refusal to carry out their duties or comply with the
lawful directives of our board of directors or our President and Chief Executive Officer; dishonesty or other willful misconduct; indictment, arraignment or
conviction of any felony or any other crime involving moral turpitude, fraud, dishonesty or theft; use or being under the influence of drugs or controlled
substances that have not been prescribed either in the course of performing their duties under the employment agreements or on our premises, or otherwise
affecting their ability to perform their respective roles; material breach or material failure to comply with the agreements; or any wanton or willful
dereliction of their duties.

Equity Award Acceleration

Under the terms of our 2003 Plan, if, in connection with a change of control, the equity awards are not assumed in full or substituted with equivalent awards,
the compensation committee may fully vest all
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outstanding equity awards or cancel all equity awards and pay the participant the difference between the fair market value of the stock underlying the equity
award and the exercise price or base price, if any, for such equity award. For purposes of the 2003 Plan, the term “change of control” means a sale of all or
substantially all our assets, consummation of a merger of us with or into another entity if our capital stock represents less than 50% of the voting power of
the surviving entity or its parent, the acquisition by a person of 50% or more of our voting stock or subject to various exceptions, the individuals on our
board of directors as of January 1, 2009 constitute less than a majority of our board of directors.

If, upon a change of control, awards are assumed by the successor corporation, and a participant is terminated without “cause” or for “good reason” at any
time in the period 90 days prior to a change of control or before the first anniversary of the effective date of such change of control, then such participant’s
awards will fully vest and/or become exercisable as of the later of the consummation of the change of control or the date of such participant’s termination.

2017 DIRECTOR COMPENSATION TABLE
 

Name   

Fees Earned or
Paid in Cash

($)   

Restricted
Stock Awards

($)(1)   

Option
Awards
($)(1)   

Non-Equity
Incentive

Plan
Compensation

($)   

All Other
Compensation

($)(2)   
Total

($)
B. Farley   $50,000  $44,384    —    —    $94,384
G. Muir   —      $21,235  —    —    $21,235

            
 

 The amounts reported represent the aggregate grant date fair value of the options to purchase shares of our common stock or restricted stock awards granted to the director in 2017, calculated in
accordance with the Financial Accounting Standard Board’s ASC Topic 718. Such grant date fair value does not take into account any estimated forfeitures related to service-vesting conditions. See
Note 12 to our financial statements as included in this prospectus for the assumptions used in calculating the grant date fair value of the stock options reported in this column.

Equity Benefit Plans

2003 Stock Incentive Plan

The 2003 Plan was adopted by our board of directors and approved by our stockholders in April 2003 and amended and restated effective January 1, 2009.
The 2003 Plan provides for the grant of stock options, stock appreciation rights, restricted stock and dividend equivalents to our employees, directors and
consultants. As of December 31, 2017, options to purchase 70,864,342 shares of our common stock remained outstanding under the 2003 Plan.

The 2003 Plan will be terminated on, and we will not make any further awards under the 2003 Plan following, the date on which grants may first be made
under the 2018 Equity Incentive Plan, or the 2018 Plan. However, any outstanding awards granted under the 2003 Plan will remain outstanding, subject to
the terms of the 2003 Plan and award agreements, until such outstanding awards vest and are exercised (as applicable) or until they terminate or expire by
their terms. The material terms of the 2003 Plan are summarized below.

Authorized Shares

A maximum of 83,883,011 shares of our common stock may be issued under the 2003 Plan. If an award under the 2003 Plan expires, terminates or is
forfeited, any shares subject to such award may, to the extent of such expiration, termination or forfeiture, be used again for new grants under the 2003 Plan.

Plan Administration

The compensation committee currently administers the 2003 Plan and the awards granted thereunder. The plan administrator may select participants, grant
awards, determine the terms and conditions of such
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awards, interpret the terms of the 2003 Plan and any award agreements and adopt rules and procedures for the administration, interpretation and operation of
the 2003 Plan.

Awards

The 2003 Plan provides for the discretionary grant of stock options, stock appreciation rights, restricted stock and dividend equivalents to our employees,
directors, advisors and consultants.

Stock Options. Stock options provide for the purchase of shares of our common stock in the future at an exercise price set on the grant date. The exercise
price of a stock option may not be less than 100% of the fair market value of the underlying share on the date of grant, except with respect to certain
substitute options granted in connection with a corporate transaction. The term of a stock option may not be longer than ten years. Vesting conditions are
determined by the plan administrator.

Stock Appreciation Rights. Stock appreciation rights provide for a payment, or payments, in cash or shares of our common stock, to the holder based upon
the difference between the fair market value of our common stock on the date of exercise and the stated exercise price at grant up to a maximum amount of
cash or number of shares. Stock appreciation rights may vest based on time or achievement of performance conditions.

Restricted Stock. Restricted stock is an award of nontransferable shares of our common stock that remain forfeitable unless and until specified conditions
are met. Conditions applicable to restricted stock may be based on continuing service, the attainment of performance goals and/or such other conditions as
the plan administrator may determine.

Dividend Equivalents. Dividend equivalents are a right extended to certain stock option holders that allow the option holder to receive a payment, in shares
or in cash, that is equivalent to the value of dividends paid on the shares subject to the option between the record date of the option and its exercise date.

Assignment and Transfers

Except as provided in the 2003 Plan, any award agreement or as expressly authorized by the plan administrator, a participant may not transfer stock options
issued under the 2003 Plan.

Change in Control

Upon a change of control of the company (as defined in the 2003 Plan), if awards are not assumed or substituted with equivalent awards, the compensation
committee may fully vest all outstanding equity awards or cancel all equity awards and pay the participant the difference between the fair market value of
the stock underlying the equity award and the exercise price or base price, if any, for such equity award.

If, upon a change of control, awards are assumed by the successor corporation, and a participant is terminated without “cause” or for “good reason” at any
time in the period 90 days prior to a change of control or before the first anniversary of the effective date of such change of control, then such participant’s
awards will fully vest and/or become exercisable as of the later of the consummation of the change of control or the date of such participant’s termination.

Plan Amendment and Termination

The 2003 Plan shall continue in effect for a term of ten years from its effective date. Notwithstanding the foregoing, our board of directors may at any time
terminate, amend or modify the 2003 Plan subject to stockholder approval in certain circumstances.
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2017 Bonus Plan

Each of our Named Executive Officers and directors participated in our 2017 bonus plan, pursuant to which each was eligible to receive a bonus based on
our achievement of specified revenue and earnings objectives, as well as on the achievement of individual performance goals. For 2017, target bonuses were
equal to 25% of each executive’s annual base salary, except for our Chief Executive Officer, whose target bonus was equal to 40% of his base salary, and our
Chief Financial Officer, whose target bonus was equal to 30% of his base salary.

The actual annual cash bonuses paid to our executive officers and directors for performance in 2017 are set forth in the Summary Compensation Table
above in the column titled “Non-Equity Incentive Plan Compensation”. We expect target bonus levels to remain the same under our 2018 bonus plan.

2018 Equity Incentive Plan

Our board of directors has adopted and our stockholders have approved prior to the completion of this offering the 2018 Plan. We do not expect to utilize
our 2018 Plan until after the completion of this offering, at which point no further grants will be made under our 2003 Stock Incentive Plan, or 2003 Plan, as
described above under “2003 Stock Incentive Plan.” No awards have been granted and no shares of our common stock have been issued under our 2018
Plan.

Stock Awards.    The 2018 Plan provides for the grant of incentive stock options within the meaning of Section 422 of the Code, nonstatutory stock options,
stock appreciation rights, restricted stock awards, restricted stock unit awards, performance-based stock awards, and other forms of equity compensation,
which are collectively referred to as stock awards. Additionally, the 2018 Plan provides for the grant of performance cash awards. Incentive stock options
may be granted only to employees. All other awards may be granted to employees, including officers, and to non-employee directors and consultants.

Share Reserve.    Initially, the aggregate number of shares of our common stock that may be issued pursuant to stock awards under the 2018 Plan after the
2018 Plan becomes effective is the sum of (i)                shares plus (ii) the number of shares reserved, and remaining available for issuance, under our 2003
Plan at the time our 2018 Plan becomes effective and (iii) the number of shares subject to stock options or other stock awards granted under our 2003 Plan
that would have otherwise returned to our 2003 Plan (such as upon the expiration or termination of a stock award prior to vesting). The number of shares of
our common stock reserved for issuance under our 2018 Plan will automatically increase on January 1 of each year, beginning on January 1, 2019 and
continuing through and including January 1, 2028, by     % of the total number of shares of our capital stock outstanding on December 31 of the preceding
calendar year, or a lesser number of shares determined by our board of directors. The maximum number of shares that may be issued upon the exercise of
incentive stock options under our 2018 Plan is                shares.

If a stock award granted under the 2018 Plan expires or otherwise terminates without being exercised in full, or is settled in cash, the shares of our common
stock not acquired pursuant to the stock award again will become available for subsequent issuance under the 2018 Plan. In addition, the following types of
shares under the 2018 Plan may become available for the grant of new stock awards under the 2018 Plan: (1) shares that are forfeited to or repurchased by
us prior to becoming fully vested; (2) shares withheld to satisfy income or employment withholding taxes; or (3) shares used to pay the exercise or purchase
price of a stock award. Shares issued under the 2018 Plan may be previously unissued shares or reacquired shares bought by us on the open market.

The maximum number of shares of common stock subject to stock awards granted under the 2018 Plan or otherwise during any one calendar year to any
non-employee director, taken together with any cash fees paid by us to such non-employee director during such calendar year for service on the board of
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directors, will not exceed $                in total value (calculating the value of any such stock awards based on the grant date fair value of such stock awards
for financial reporting purposes), or, with respect to the calendar year in which a non-employee director is first appointed or elected to our board of
directors, $                 .

Administration.    Our board of directors, or a duly authorized committee thereof, has the authority to administer the 2018 Plan. Our board of directors may
also delegate to one or more of our officers the authority to (1) designate employees (other than other officers) to be recipients of certain stock awards,
(2) determine the number of shares of common stock to be subject to such stock awards and (3) specify the other terms and conditions, including the strike
price or purchase price and vesting schedule, applicable to such awards. Subject to the terms of the 2018 Plan, our board of directors or the authorized
committee, referred to as the plan administrator, determines recipients, dates of grant, the numbers and types of stock awards to be granted and the terms and
conditions of the stock awards, including the period of their exercisability and vesting schedule applicable to a stock award. Subject to the limitations set
forth below, the plan administrator will also determine the exercise price, strike price or purchase price of awards granted and the types of consideration to
be paid for the award.

The plan administrator has the authority to modify outstanding awards under our 2018 Plan. Subject to the terms of our 2018 Plan, the plan administrator
has the authority, without stockholder approval, to reduce the exercise, purchase or strike price of any outstanding stock award, cancel any outstanding stock
award in exchange for new stock awards, cash or other consideration, or take any other action that is treated as a repricing under generally accepted
accounting principles, with the consent of any adversely affected participant.

Stock Options.    Incentive and nonstatutory stock options are evidenced by stock option agreements adopted by the plan administrator. The plan
administrator determines the exercise price for a stock option, within the terms and conditions of the 2018 Plan, provided that the exercise price of a stock
option generally cannot be less than 100% of the fair market value of our common stock on the date of grant. Options granted under the 2018 Plan vest at
the rate specified by the plan administrator.

The plan administrator determines the term of stock options granted under the 2018 Plan, up to a maximum of ten years. Unless the terms of an option
holder’s stock option agreement provide otherwise, if an option holder’s service relationship with us, or any of our affiliates, ceases for any reason other
than disability, death or cause, the option holder may generally exercise any vested options for a period of three months following the cessation of service.
The option term will automatically be extended in the event that exercise of the option following such a termination of service is prohibited by applicable
securities laws or our insider trading policy. If an option holder’s service relationship with us or any of our affiliates ceases due to disability or death, or an
option holder dies within a certain period following cessation of service, the option holder or a beneficiary may generally exercise any vested options for a
period of 12 months in the event of disability and 18 months in the event of death. In the event of a termination for cause, options generally terminate
immediately. In no event may an option be exercised beyond the expiration of its term.

Acceptable consideration for the purchase of common stock issued upon the exercise of a stock option will be determined by the plan administrator and may
include (1) cash, check, bank draft or money order, (2) a broker-assisted cashless exercise, (3) the tender of shares of our common stock previously owned
by the option holder, (4) a net exercise of the option if it is an nonqualified stock option and (5) other legal consideration approved by the plan administrator.

Unless the plan administrator provides otherwise, options generally are not transferable except by will, the laws of descent and distribution, or pursuant to a
domestic relations order. An option holder may designate a beneficiary, however, who may exercise the option following the option holder’s death.
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Tax Limitations on Incentive Stock Options.    The aggregate fair market value, determined at the time of grant, of our common stock with respect to
incentive stock options that are exercisable for the first time by an option holder during any calendar year under all of our stock plans may not exceed
$100,000. Options or portions thereof that exceed such limit will be treated as nonqualified stock options. No incentive stock option may be granted to any
person who, at the time of the grant, owns or is deemed to own stock possessing more than 10% of our total combined voting power or that of any of our
affiliates unless (1) the option exercise price is at least 110% of the fair market value of the stock subject to the option on the date of grant and (2) the term
of the incentive stock option does not exceed five years from the date of grant.

Restricted Stock Awards.    Restricted stock awards are evidenced by restricted stock award agreements adopted by the plan administrator. Restricted stock
awards may be granted in consideration for (1) cash, check, bank draft or money order, (2) services rendered to us or our affiliates or (3) any other form of
legal consideration. Common stock acquired under a restricted stock award may, but need not, be subject to a share repurchase option in our favor in
accordance with a vesting schedule as determined by the plan administrator. Rights to acquire shares under a restricted stock award may be transferred only
upon such terms and conditions as set by the plan administrator. Except as otherwise provided in the applicable award agreement, restricted stock unit
awards that have not vested will be forfeited upon the participant’s cessation of continuous service for any reason.

Restricted Stock Unit Awards.    Restricted stock unit awards evidenced by restricted stock unit award agreements adopted by the plan administrator.
Restricted stock unit awards may be granted in consideration for any form of legal consideration or for no consideration. A restricted stock unit award may
be settled by cash, delivery of stock, a combination of cash and stock as deemed appropriate by the plan administrator, or in any other form of consideration
set forth in the restricted stock unit award agreement. Additionally, dividend equivalents may be credited in respect of shares covered by a restricted stock
unit award. Rights under a restricted stock units award may be transferred only upon such terms and conditions as set by the plan administrator. Restricted
stock unit awards may be subject to vesting as determined by the plan administrator. Except as otherwise provided in the applicable award agreement,
restricted stock units that have not vested will be forfeited upon the participant’s cessation of continuous service for any reason.

Stock Appreciation Rights.    Stock appreciation rights are evidenced by stock appreciation grant agreements adopted by the plan administrator. The plan
administrator determines the strike price for a stock appreciation right, which generally cannot be less than 100% of the fair market value of our common
stock on the date of grant. Upon the exercise of a stock appreciation right, we will pay the participant an amount in cash or stock equal to (1) the excess of
the per share fair market value of our common stock on the date of exercise over the strike price, multiplied by (2) the number of shares of common stock
with respect to which the stock appreciation right is exercised. A stock appreciation right granted under the 2018 Plan vests at the rate specified in the stock
appreciation right agreement as determined by the plan administrator.

The plan administrator determines the term of stock appreciation rights granted under the 2018 Plan, up to a maximum of ten years. Unless the terms of a
participant’s stock appreciation right agreement provides otherwise, if a participant’s service relationship with us or any of our affiliates ceases for any
reason other than cause, disability or death, the participant may generally exercise any vested stock appreciation right for a period of three months following
the cessation of service. The stock appreciation right term will be further extended in the event that exercise of the stock appreciation right following such a
termination of service is prohibited by applicable securities laws. If a participant’s service relationship with us, or any of our affiliates, ceases due to
disability or death, or a participant dies within a certain period following cessation of service, the participant or a beneficiary may generally exercise any
vested stock appreciation right for a period of 12 months in the event of disability and 18 months in the
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event of death. In the event of a termination for cause, stock appreciation rights generally terminate immediately upon the occurrence of the event giving
rise to the termination of the individual for cause. In no event may a stock appreciation right be exercised beyond the expiration of its term.

Unless the plan administrator provides otherwise, stock appreciation rights generally are not transferable except by will, the laws of descent and distribution,
or pursuant to a domestic relations order. A stock appreciation right holder may designate a beneficiary, however, who may exercise the stock appreciation
right following the holder’s death.

Performance Awards.    The 2018 Plan permits the grant of performance-based stock and cash awards. The performance goals that may be selected include
one or more of the following: (1) earnings (including earnings per share and net earnings); (2) earnings before interest, taxes and depreciation; (3) earnings
before interest, taxes, depreciation and amortization; (4) total stockholder return; (5) return on equity or average stockholder’s stockholders’ equity;
(6) return on assets, investment, or capital employed; (7) stock price; (8) margin (including gross margin); (9) income (before or after taxes); (10) operating
income; (11) operating income after taxes; (12) pre-tax profit; (13) operating cash flow; (14) sales or revenue targets; (15) increases in revenue or product
revenue; (16) expenses and cost reduction goals; (17) improvement in or attainment of working capital levels; (18) economic value added (or an equivalent
metric); (19) market share; (20) cash flow; (21) cash flow per share; (22) share price performance; (23) debt reduction; (24) customer satisfaction;
(25) stockholders’ equity; (26) capital expenditures; (27) debt levels; (28) operating profit or net operating profit; (29) workforce diversity; (30) growth of
net income or operating income; (31) billings; (32) pre-clinical development related compound goals; (33) financing; (34) regulatory milestones, including
approval of a compound; (35) stockholder liquidity; (36) corporate governance and compliance; (37) product commercialization; (38) intellectual property;
(39) personnel matters; (40) progress of internal research or clinical programs; (41) progress of partnered; (42) partner satisfaction; (43) budget
management; (44) clinical achievements; (45) completing phases of a clinical study (including the treatment phase); (46) announcing or presenting
preliminary or final data from clinical studies; in each case, whether on particular timelines or generally; (47) timely completion of clinical trials;
(48) submission of INDs and NDAs and other regulatory achievements; (49) partner or collaborator achievements; (50) internal controls, including those
related to the Sarbanes-Oxley Act of 2002; (51) research progress, including the development of programs; (52) investor relations, analysts and
communication; (53) manufacturing achievements (including obtaining particular yields from manufacturing runs and other measurable objectives related to
process development activities); (54) strategic partnerships or transactions (including in-licensing and out-licensing of intellectual property); (55)
establishing relationships with commercial entities with respect to the marketing, distribution and sale of the Company’s products (including with group
purchasing organizations, distributors and other vendors); (56) supply chain achievements (including establishing relationships with manufacturers or
suppliers of active pharmaceutical ingredients and other component materials and manufacturers of the Company’s products); (57) co-development,
co-marketing, profit sharing, joint venture or other similar arrangements; (58) individual performance goals; (59) corporate development and planning goals;
and (60) other measures of performance selected by our board of directors or a committee thereof.

The performance goals may be based on company-wide performance or performance of one or more business units, divisions, affiliates, or business
segments, and may be either absolute or relative to the performance of one or more comparable companies or the performance of one or more relevant
indices. Unless specified otherwise in the award agreement at the time the award is granted or in such other document setting forth the performance goals at
the time the goals are established, we will appropriately make adjustments in the method of calculating the attainment of performance goals as follows:
(1) to exclude restructuring and/or other nonrecurring charges; (2) to exclude exchange rate effects; (3) to exclude the effects of changes to generally
accepted accounting principles; (4) to exclude the effects of any statutory adjustments to corporate tax rates; (5) to exclude the effects of any items that are
unusual
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in nature or occur infrequently as determined under generally accepted accounting principles; (6) to exclude the dilutive effects of acquisitions or joint
ventures; (7) to assume that any business divested by the Company achieved performance objectives at targeted levels during the balance of a Performance
Period following such divestiture; (8) to exclude the effect of any change in the outstanding shares of common stock of the Company by reason of any stock
dividend or split, stock repurchase, reorganization, recapitalization, merger, consolidation, spin-off, combination or exchange of shares or other similar
corporate change, or any distributions to common stockholders other than regular cash dividends; (9) to exclude the effects of stock based compensation and
the award of bonuses under the Company’s bonus plans; (10) to exclude costs incurred in connection with potential acquisitions or divestitures that are
required to be expensed under generally accepted accounting principles; (11) to exclude the goodwill and intangible asset impairment charges that are
required to be recorded under generally accepted accounting principles; and (12) to exclude the effect of any other unusual, nonrecurring gain or loss or
other extraordinary item. In addition, we retain the discretion to adjust or eliminate the compensation or economic benefit due upon attainment of the goals.
The performance goals may differ from participant to participant and from award to award.

Other Stock Awards.    The plan administrator may grant other awards based in whole or in part by reference to our common stock. The plan administrator
will set the number of shares under the stock award and all other terms and conditions of such awards.

Changes to Capital Structure.    In the event that there is a specified type of change in our capital structure, such as a stock split or recapitalization,
appropriate adjustments will be made to (1) the class and maximum number of shares reserved for issuance under the 2018 Plan, (2) the class and maximum
number of shares by which the share reserve may increase automatically each year, (3) the class and number of shares that may be issued upon the exercise
of incentive stock options and (4) the class and number of shares and exercise price, strike price, or purchase price, if applicable, of all outstanding stock
awards.

Corporate Transactions.    In the event of certain specified significant corporate transactions, the plan administrator has the discretion to take any of the
following actions with respect to stock awards:
 

 •  arrange for the assumption, continuation or substitution of a stock award by a surviving or acquiring entity or parent company;
 

 •  arrange for the assignment of any reacquisition or repurchase rights held by us to the surviving or acquiring entity or parent company;
 

 •  accelerate the vesting of the stock award and provide for its termination prior to the effective time of the corporate transaction;
 

 •  arrange for the lapse of any reacquisition or repurchase right held by us;
 

 
•  cancel or arrange for the cancellation of the stock award in exchange for such cash consideration, if any, as our board of directors may

deem appropriate or for no consideration; or
 

 
•  make a payment equal to the excess of (1) the value of the property the participant would have received upon exercise of the stock award

over (2) the exercise price or strike price otherwise payable in connection with the stock award.

Our plan administrator is not obligated to treat all stock awards, even those that are of the same type, in the same manner.

Under the 2018 Plan, a significant corporate transaction is generally the consummation of (1) a sale or other disposition of all or substantially all of our
consolidated assets, (2) a sale or other disposition of at
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least 50% of our outstanding securities, (3) a merger, consolidation or similar transaction following which we are not the surviving corporation or (4) a
merger, consolidation or similar transaction following which we are the surviving corporation but the shares of our common stock outstanding immediately
prior to such transaction are converted or exchanged into other property by virtue of the transaction.

Change in Control.    The plan administrator may provide, in an individual award agreement or in any other written agreement between a participant and us
that the stock award will be subject to additional acceleration of vesting and exercisability or settlement in the event of a change in control. Under the 2018
Plan, a change in control is generally (1) the acquisition by a person or entity of more than 50% of our combined voting power other than by merger,
consolidation or similar transaction, (2) a consummated merger, consolidation or similar transaction immediately after which our stockholders cease to own
more than 50% of the combined voting power of the surviving entity, (3) a consummated sale, lease or exclusive license or other disposition of all or
substantially all of our consolidated assets and (4) certain dissolutions, liquidations and changes in the board of directors.

Amendment and Termination.    Our board of directors has the authority to amend, suspend, or terminate our 2018 Plan, provided that such action does not
materially impair the existing rights of any participant without such participant’s written consent and provided further that certain types of amendments will
require the approval of our stockholders. No incentive stock options may be granted after the tenth anniversary of the date our board of directors adopts our
2018 Plan.

2018 Employee Stock Purchase Plan

Our board has adopted and our stockholders have approved our 2018 Employee Stock Purchase Plan, or 2018 ESPP.

Share Reserve.    The maximum number of shares of our common stock that may be issued under our 2018 ESPP is                shares. Additionally, the
number of shares of our common stock reserved for issuance under our 2018 ESPP will automatically increase on January 1 of each year, beginning on
January 1, 2019 and continuing through and including January 1, 2026, by the lesser of (1)     % of the total number of shares of our common stock
outstanding on December 31 of the preceding calendar year, (2)                 shares of our common stock or (3) such lesser number of shares of common stock
as determined by our board of directors. Shares subject to purchase rights granted under our 2018 ESPP that terminate without having been exercised in full
will not reduce the number of shares available for issuance under our 2018 ESPP.

Administration.    Our board of directors, or a duly authorized committee thereof, will administer our 2018 ESPP. Our board of directors has delegated its
authority to administer our 2018 ESPP to our compensation committee under the terms of the compensation committee’s charter.

Limitations.    Our employees, including executive officers, and the employees of any of our designated affiliates will be eligible to participate in our 2018
ESPP, provided they may have to satisfy one or more of the following service requirements before participating in our 2018 ESPP, as determined by the
administrator: (1) customary employment with us or one of our affiliates for more than 20 hours per week and five or more months per calendar year or
(2) continuous employment with us or one of our affiliates for a minimum period of time, not to exceed two years, prior to the first date of an offering. An
employee may not be granted rights to purchase stock under our 2018 ESPP (a) if such employee immediately after the grant would own stock possessing
5% or more of the total combined voting power or value of all classes of our common stock or (b) to the extent that such rights would accrue at a rate that
exceeds $25,000 worth of our stock for each calendar year that the rights remain outstanding.
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Our 2018 ESPP is intended to qualify as an employee stock purchase plan under Section 423 of the Code. The administrator may specify offerings with a
duration of not more than 27 months, and may specify one or more shorter purchase periods within each offering. Each offering will have one or more
purchase dates on which shares of our common stock will be purchased for the employees who are participating in the offering. The administrator, in its
discretion, will determine the terms of offerings under our 2018 ESPP.

A participant may not transfer purchase rights under our 2018 ESPP other than by will, the laws of descent and distribution or as otherwise provided under
our 2018 ESPP.

Payroll Deductions.    Our 2018 ESPP permits participants to purchase shares of our common stock through payroll deductions up to 15% of their earnings.
Unless otherwise determined by the administrator, the purchase price of the shares will be 85% of the lower of the fair market value of our common stock
on the first day of an offering or on the date of purchase. Participants may end their participation at any time during an offering and will be paid their
accrued contributions that have not yet been used to purchase shares. Participation ends automatically upon termination of employment with us.

Corporate Transactions.    In the event of certain specified significant corporate transactions, such as a merger or change in control, a successor corporation
may assume, continue or substitute each outstanding purchase right. If the successor corporation does not assume, continue or substitute for the outstanding
purchase rights, the offering in progress will be shortened and a new exercise date will be set. The participants’ purchase rights will be exercised on the new
exercise date and such purchase rights will terminate immediately thereafter.

Amendment and Termination.    Our board of directors has the authority to amend, suspend or terminate our 2018 ESPP, at any time and for any reason,
provided certain types of amendments will require the approval of our stockholders. Our 2018 ESPP will remain in effect until terminated by our board of
directors in accordance with the terms of our 2018 ESPP.

Limitation on Liability and Indemnification of Directors and Officers

Our amended and restated certificate of incorporation, which will be effective upon completion of this offering, limits our directors’ liability to the fullest
extent permitted under Delaware corporate law. Delaware corporate law provides that directors of a corporation will not be personally liable for monetary
damages for breach of their fiduciary duties as directors, except for liability:
 

 •  for any transaction from which the director derives an improper personal benefit;
 

 •  for any act or omission not in good faith or that involves intentional misconduct or a knowing violation of law;
 

 •  under Section 174 of the Delaware General Corporation Law (unlawful payment of dividends or redemption of shares); or
 

 •  for any breach of a director’s duty of loyalty to the corporation or its stockholders.

If the Delaware General Corporation Law is amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the
liability of our directors shall be eliminated or limited to the fullest extent permitted by the Delaware General Corporation Law, as so amended.

Delaware law and our amended and restated bylaws, which will be effective upon completion of this offering, provide that we will, in certain situations,
indemnify our directors and officers and may
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indemnify other employees and other agents, to the fullest extent permitted by law. Any indemnified
person is also entitled, subject to certain limitations, to payment or reimbursement of reasonable expenses (including attorneys’ fees and disbursements) in
advance of the final disposition of the proceeding.

We maintain a directors’ and officers’ insurance policy pursuant to which our directors and officers are insured against liability for certain actions taken in
their capacities as directors and officers. We believe that these provisions in our amended and restated certificate of incorporation and amended and restated
bylaws and this insurance policy are necessary to attract and retain qualified persons as directors and officers.

Insofar as indemnification for liabilities arising under the Securities Act, may be permitted to directors, officers or control persons, in the opinion of the
SEC, such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

The following includes a summary of transactions since January 1, 2015 to which we have been a party, in which the amount involved in the transaction
exceeded $120,000, and in which any of our directors, executive officers or, to our knowledge, beneficial owners of more than 5% of our voting securities or
any member of the immediate family of any of the foregoing persons had or will have a direct or indirect material interest, other than described below and
the equity and other compensation agreements that are described under “Executive and Director Compensation.”

Convertible Preferred Stock Financings

Series F Preferred Stock Financing.    In April 2015, we issued and sold to investors in private placements an aggregate of 102,334,194 shares of our
Series F convertible preferred stock at a purchase price of $0.3356 per share, for aggregate consideration of $34.3 million, including approximately
$18.6 million in principal and accrued interest under our convertible notes that were issued in 2014 and converted into shares of Series F convertible
preferred stock, which we refer to as our 2014 notes. Our 2014 notes accrued interest at a rate of 10%, compounding monthly.

Series G Preferred Stock Financing.    In June 2017, we issued and sold to investors in private placements an aggregate of 40,584,416 shares of our Series
G convertible preferred stock at a purchase price of $0.3696 per share, for aggregate consideration of $15.0 million.

The table below sets forth the number of shares of our Series F and Series G convertible preferred stock purchased by our executive officers, directors,
holders of more than 5% of our capital stock and their affiliated entities or immediate family members. Each share of our convertible preferred stock in the
table below will automatically convert into one share of our common stock upon the closing of this offering.
 

Participants   

Shares of
Series F

Convertible
Preferred

Stock   

Series F
Convertible

Preferred Stock
Aggregate

Purchase Price    

Shares of
Series G

Convertible
Preferred

Stock    

Series G
Convertible

Preferred Stock
Aggregate

Purchase Price  
5% or Greater Stockholders        
Entities affiliated with Investor Growth Capital,

LLC    14,955,168    $ 5,018,954    2,247,768   $ 830,775 
Onset IV, L.P.    9,108,153     3,056,696    1,251,033    462,382 
Entities affiliated with InterWest Partners    8,163,940     2,739,818    1,291,234    477,240 
Entities affiliated with Three Arch Partners    8,079,014     2,711,317    1,248,185    461,329 
New Leaf Ventures II, L.P.    12,222,657     4,101,924    1,933,174    714,501 
Entities affiliated with Polaris Venture Partners    6,567,206     2,203,954    1,033,250    381,889 
GE Ventures Limited    29,797,378   10,000,001    8,116,883    3,000,000 
CHV IV, L.P.    —     —      21,645,022    8,000,000 

 
 Additional details regarding these stockholders and their equity holdings are provided in this prospectus under the caption “Principal Stockholders.”
 Represents securities acquired by IGC Fund VI, L.P. Mr. Campe, a member of our board of directors, is affiliated with Investor Growth Capital, LLC
 Represents securities acquired by InterWest Partners VIII, L.P., InterWest Investors VIII, L.P. and InterWest Investors Q VIII, L.P.
 Represents securities acquired by Three Arch Partners IV, L.P., Three Arch Associates IV, L.P., Three Arch Capital, L.P. and TAC Associates, LP.

footnotes continued on following page
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 Mr. Hunt, a member of our board of directors, is affiliated with New Leaf Ventures II, L.P.
 Represents securities acquired by Polaris Venture Partners V, L.P., Polaris Venture Partners Entrepreneurs’ Fund V, L.P., Polaris Venture Partners Special Founders’ Fund V, L.P. and Polaris Venture

Partners Founders’ Fund V, L.P.
 Includes 11,081,508 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $3,718,954.41 in principal and accrued interest of the 2014 notes.
 Includes 6,117,269 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $2,052,955.73 in principal and accrued interest of the 2014 notes.
 Includes 6,432,955 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $2,158,899.72 in principal and accrued interest of the 2014 notes.
 Includes 6,421,612 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $2,155,093.10 in principal and accrued interest of the 2014 notes.
 Includes 9,631,109 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $3,232,200.37 in principal and accrued interest of the 2014 notes.
 Includes 5,184,981 shares of Series F convertible preferred stock issued upon conversion of an aggregate amount of $1,740,079.91 in principal and accrued interest of the 2014 notes.

Investors’ Rights Agreement

We entered into an amended and restated investors’ rights agreement, or the IRA, in June 2017 with the holders of our preferred stock, including certain of
our directors and entities to which certain of our directors are related. The agreement provides these holders the right, subject to the terms of the lock-up
agreements entered into in connection with this offering, to demand that we file a registration statement or request that their shares be covered by a
registration statement that we are otherwise filing. See “Description of Capital Stock—Registration Rights” for additional information. The agreement also
provides these holders pro rata participation rights, information rights and, in some cases, board observer rights, which will terminate upon completion of
this offering.

Stockholders’ Agreement

We entered into an amended and restated stockholders’ agreement, or the Stockholders’ Agreement, in June 2017 with the holders of our preferred stock,
including certain of our directors and entities in which certain of our directors are related. The agreement provides that each stockholder party to the
Stockholders’ Agreement shall vote their shares to maintain the size and membership of our board of directors as set forth therein. The agreement also
provides the stockholders party to the Stockholders’ Agreement with rights of first refusal and co-sale in connection with certain sales by specified
stockholders of the company. The shares of common stock and preferred stock held by stockholders party to the Stockholder Agreement are also subject to
certain drag-along rights set forth therein. The Stockholders’ Agreement will terminate upon the completion of this offering.

Employment Agreements

We have entered into an employment agreement or offer letters with our named executive officers, which are filed as exhibits to the registration statement of
which this prospectus forms a part. For more information regarding these agreements, see “Executive and Director Compensation—Employment
Agreements” and “Executive and Director Compensation—Executive Officer Post-Employment Compensation Arrangements.”

Indemnification Agreements

We have entered or will enter into indemnification agreements with each of our directors and executive officers, the form of which is filed as an exhibit to
the registration statement of which this prospectus forms a part. These agreements, among other things, will require us to indemnify each director (and in
certain cases their related venture capital funds) and executive officer to the fullest extent permitted by Delaware law, including indemnification of expenses
such as attorneys’ fees, judgments, fines and settlement amounts incurred by the director or executive officer in any action or proceeding, including any
action or proceeding by or in right of us, arising out of the person’s services as a director or executive officer, as the case may be.
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Stock Option Grants to Executive Officers and Directors

We have granted stock options to our named executive officers as more fully described in the section titled “Executive and Director Compensation.”

Policies and Procedures for Transactions with Related Persons

Prior to this offering, we have not had a formal policy regarding approval of transactions with related parties. Prior to the pricing of this offering, we expect
to adopt a related person transaction policy that sets forth our procedures for the identification, review, consideration and approval or ratification of related
person transactions. The policy will become effective immediately upon the effectiveness of the registration statement of which this prospectus is a part. For
purposes of our policy only, a “related person transaction” is a transaction, arrangement or relationship, or any series of similar transactions, arrangements or
relationships, in which we and any related person are, were or will be participants in which the amount involved exceeds $120,000. Transactions involving
compensation for services provided to us as an employee or director are not covered by this policy. A “related person” is any executive officer, director or
beneficial owner of more than 5% of any class of our voting securities, including any of their immediate family members and any entity owned or controlled
by such persons.

Under the policy, if a transaction has been identified as a related person transaction, including any transaction that was not a related person transaction when
originally consummated or any transaction that was not initially identified as a related person transaction prior to consummation, our management must
present information regarding the related person transaction to our audit committee or, if audit committee approval would be inappropriate, to another
independent body of our board of directors, for review, consideration and approval or ratification. The presentation must include a description of, among
other things, the material facts, interests, direct and indirect, of the related persons, benefits to us of the transaction and whether the transaction is on terms
that are comparable to the terms available to or from, as the case may be, an unrelated third party or to or from employees generally. Under the policy, we
will collect information that we deem reasonably necessary from each director, executive officer and, to the extent feasible, significant stockholder to enable
us to identify any existing or potential related-person transactions and to effectuate the terms of the policy. In addition, under our Code of Conduct that we
expect to adopt prior to the completion of this offering, our employees and directors will have an affirmative responsibility to disclose any transaction or
relationship that reasonably could be expected to give rise to a conflict of interest. In considering related person transactions, our audit committee, or other
independent body of our board of directors, will take into account the relevant available facts and circumstances including, but not limited to:
 

 •  the risks, costs and benefits to us;
 

 
•  the impact on a director’s independence in the event that the related person is a director, immediate family member of a director or an

entity with which a director is affiliated;
 

 •  the availability of other sources for comparable services or products; and
 

 •  the terms available to or from, as the case may be, unrelated third parties or to or from employees generally.

The policy requires that, in determining whether to approve, ratify or reject a related person transaction, our audit committee, or other independent body of
our board of directors, must consider, in light of known circumstances, whether the transaction is in, or is not inconsistent with, our best interests and those
of our stockholders, as our audit committee, or other independent body of our board of directors, determines in the good faith exercise of its discretion.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information regarding beneficial ownership of our common stock as of December 31, 2017 by:
 

 •  each person, or group of affiliated persons, known by us to beneficially own more than 5% of our common stock;
 

 •  each of our named directors and executive officers, individually; and
 

 •  all of our directors and executive officers as a group.

The beneficial ownership of our common stock is determined in accordance with the rules of the SEC and generally includes any shares of common stock
over which a person exercises sole or shared voting or investment power, or the right to receive the economic benefit of ownership. For purposes of the table
below, we deem common stock issuable pursuant to options and warrants that are currently exercisable or exercisable within 60 days of December 31, 2017
to be outstanding and to be beneficially owned by the person holding the options for the purposes of computing the percentage ownership of that person, but
we do not treat them as outstanding for the purpose of computing the percentage ownership of any other person.

The percentage of common stock beneficially owned has been computed on the basis of 325,389,508 shares of common stock outstanding as of
December 31, 2017. The table below does not reflect any shares of our common stock that our directors, officers or other stockholders named below may
purchase in this offering, including through the directed share program or otherwise, as described in the “Underwriting” section of this prospectus.
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Unless otherwise noted below, the address of each stockholder, director and executive officer is c/o Neuronetics, Inc., 3222 Phoenixville Pike, Malvern,
Pennsylvania 19355.
 

   

Number and Percentage of
Common Stock Beneficially

Owned Prior to Offering   

Percentage of Common
Stock Beneficially Owned

After the Offering  

Name of beneficial owner          

Assuming no
Exercise of
Option    

Assuming
Full

Exercise of
Option  

   Number    Percent   Percent    Percent  
5% or greater stockholders:        

Entities affiliated with Investor Growth Capital, LLC    52,006,869    16.0%    
Onset IV, L.P.    28,945,290    8.9%    
Entities affiliated with InterWest Partners    29,875,426    9.2%    
Entities affiliated with Three Arch Partners    28,879,399    8.9%    
New Leaf Ventures II, L.P.    44,728,047    13.7%    
Entities affiliated with Polaris Venture Partners    23,906,415    7.3%    
GE Ventures Limited    37,914,261    11.7%    
CHV IV, L.P.    21,645,022    6.7%    
QPIV, LLC    18,225,322    5.6%    

Directors and executive officers:        
Christopher Thatcher    14,622,277    4.3%    
Peter Donato    —      —      
Gregory Harper    785,705    *    
Stephen Campe    —      —      
Brian Farley    3,201,336    1.0%    
Paulina Hill    —      —      
Ronald Hunt    44,728,047    13.7%    
Wilfred Jaeger, M.D.    28,879,399    8.9%    
Glenn Muir    —      —      
All executive officers and directors as a group(9)    92,289,885    28.4%    

 
* Indicates beneficial ownership of less than 1% of the shares of common stock outstanding

 Consists of (i) 24,362,753 shares of common stock issuable upon conversion of convertible preferred stock held by Investor Growth Capital Limited (“Investor Limited”), (ii) 10,441,180 shares of
common stock issuable upon conversion of convertible preferred stock held by Investor Group, L.P. (“Investor Group”), and (iii) 17,202,936 shares of common stock issuable upon conversion of
convertible preferred stock held by IGC Fund VI, L.P. (“IGC Fund”). Investor Limited is a wholly-owned subsidiary of Investor Group; Investor Growth Capital, LLC (“Investor Growth”) is the
general partner of each of Investor Group and IGC Fund. Investor Growth is controlled by a Board of Directors consisting of Michael V. Oporto, Noah Walley and Lennart Johansson. Investor Growth
is deemed to share voting and investment power over the shares held by Investor Limited, Investor Group, and IGC Fund. The address of the foregoing entities is c/o Patricia Industries, 1177 Avenue
of the Americas, 47th Floor, New York, New York 10036.

 Consists of 28,945,290 shares of common stock issuable upon conversion of preferred stock. Onset IV Management, LLC is the general partner of Onset IV, L.P. Robert F. Kuhling, Jr. and Terry L.
Opdendyk are managing directors of Onset IV Management, LLC, the general partner of Onset IV, L.P., and have shared voting and investment power over the shares owned by Onset IV, L.P. The
address of Onset IV, L.P. is 2400 Sand Hill Road, Suite 150, Menlo Park, California 94025.

footnotes continued on following page
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 Consists of (i) 28,820,823 shares of common stock issuable upon conversion of convertible preferred stock held by InterWest Partners VIII, L.P., (ii) 230,044 shares of common stock issuable upon
conversion of convertible preferred stock held by InterWest Investors VIII, L.P. and (iii) 824,559 shares of common stock issuable upon conversion of convertible preferred stock held by InterWest
Investors Q VIII, L.P. InterWest Management Partners VIII, LLC is the general partner of the entities in this footnote. Philip T. Gianos, W. Stephen Holmes, Gilbert H. Kliman and Arnold L. Oronsky
are the managing directors of InterWest Management Partners VIII, LLC and share voting and investment power with respect to the shares held by the InterWest entities. The address of the InterWest
entities is c/o InterWest Partners, 2710 Sand Hill Road, Suite 200, Menlo Park, California 94025.

 Consists of (i) 11,302,205 shares of common stock issuable upon conversion of convertible preferred stock held by Three Arch Partners IV, L.P., (ii) 249,555 shares of common stock issuable upon
conversion of convertible preferred stock held by Three Arch Associates IV, L.P., (iii) 16,545,460 shares of common stock issuable upon conversion of convertible preferred stock held by Three Arch
Capital, L.P. and (iv) 782,179 shares of common stock issuable upon conversion of convertible preferred stock held by TAC Associates, LP. Three Arch Management IV, L.L.C. is the general partner
of Three Arch Partners IV, L.P. and Three Arch Associates IV, L.P. TAC Management, L.L.C. is the general partner of Three Arch Capital, L.P. and TAC Associates, L.P. The managing members of
both Three Arch Management IV, L.L.C. and TAC Management L.L.C. are Mark Wan and Wilfred Jaeger, and they may be deemed to have sole power to vote and dispose of the shares held by the
Three Arch Partners funds noted in this footnote. Wilfred Jaeger is a member of our Board of Directors. The address of the Three Arch funds is c/o TAC Associates, L.P., 19 South B. Street, Suite 14,
San Mateo, California 94401.

 Consists of 44,728,047 shares of common stock issuable upon conversion of convertible preferred stock. New Leaf Venture Management II L.L.C. is the general partner of New Leaf Venture
Associates II L.P., which in turn is the general partner of New Leaf Ventures II, L.P. Ronald M. Hunt, Vijay Lathi and Liam Ratclifte are the individual managers of New Leaf Venture Management
L.L.C., and they may be deemed to have shared power to vote and dispose of the shares held by New Leaf Ventures II, L.P. Ronald Hunt is a member of our Board of Directors. The address of this
fund is 7 Times Square, Suite 3502, New York, NY 10036.

 Consists of (i) 23,068,118 shares of common stock issuable upon conversion of convertible preferred stock held by Polaris Venture Partners V, L.P. (“PVP V”), (ii) 449,598 shares of common stock
issuable upon conversion of convertible preferred stock held by Polaris Venture Partners Entrepreneurs’ Fund V, L.P. (“PVPEF V”), (iii) 230,682 shares of common stock issuable upon conversion of
convertible preferred stock held by Polaris Venture Partners Special Founders’ Fund V, L.P. (“PVPSF V”), and (iv) 158,017 shares of common stock issuable upon conversion of convertible preferred
stock held by Polaris Venture Partners Founders’ Fund V, L.P. (“PVPFF V,” and together with PVP V, PVPEF V and PVPSF V, the “Polaris Funds”). Polaris Venture Management Co. III, LLC
(“PVM V”), the general partner of the entities in this footnote, may be deemed to have sole power to vote and dispose of the shares held by the Polaris Funds. Each of Jonathan Flint and Terrance
McGuire are the managing members of PVM V and may be deemed to have shared power to vote and dispose of the shares held by the Polaris Funds. The address of the Polaris Funds is One Marina
Park Drive, 10th Floor, Boston, Massachusetts 02210.

 Consists of 37,914,261 shares of common stock issuable upon conversion of convertible preferred stock. GE Ventures Limited exercises voting and investment power over shares held by it. GE
Ventures Limited is an indirect, wholly-owned subsidiary of General Electric Company, a public company. The address of GE Ventures Limited is 2882 Sand Hill Road, Suite 240, Menlo Park, CA
94025.

 Consists of 21,645,022 shares of common stock issuable upon conversion of convertible preferred stock. Ascension Ventures IV, LLC is the general partner of CHV IV, L.P. Ascension Ventures IV,
LLC is governed by a Board of Managers, which has authority to invest and vote the shares held by CHV IV, L.P. Signatory, and voting authority has been delegated to Matthew I. Hermann, Senior
Managing Director of Ascension Ventures IV, LLC. Decisions regarding liquidation of investment positions have been delegated by the Board to Anthony J. Speranzo, Executive Vice President and
Chief Financial Officer, Ascension, and Matthew I. Hermann, Senior Managing Director, Ascension Ventures IV, LLC, acting jointly. The address for each of the individuals and entities listed above
is Ascension Ventures, 101 South Hanley Road, Suite 200, Clayton, MO 63105.

 Consists of 18,225,322 shares of common stock issuable upon conversion of convertible preferred stock. QPIV, LLC is managed by Quaker BioVentures Management, LLC, the Executive Managers
of which are Richard Kollender, Sherrill Neff and Adele Oliva, who have shared voting and investment power over the shares held by QPIV, LLC. The address of QPIV, LLC is c/o Quaker Partners
Management, Cira Centre, 2929 Arch Street, Philadelphia, Pennsylvania 19104.
 Consists of 14,622,277 shares of common stock issuable upon exercise of outstanding options. Does not include 6,278,857 shares of common stock issuable upon exercise of outstanding options
which have not vested.

 Consists of 785,705 shares of common stock issuable upon exercise of outstanding options. Does not include 2,513,592 shares of common stock issuable upon exercise of outstanding options which
have not vested.

 Consists of (i) 282,773 shares of common stock, (ii) 1,010,382 shares of common stock issuable upon conversion of convertible preferred stock, (iii) 1,543,599 shares of restricted common stock and
(iv) 364,582 shares of common stock issuable upon exercise of outstanding options.

 Dr. Hill is affiliated with the investment manager of the Polaris Funds but does not have any voting or dispositive power with respect to the shares owned by the Polaris Funds referenced in footnote
(6) above.

 Consists of beneficial ownership of shares held by New Leaf Ventures II, L.P. described in note 5 above.
 Consists of beneficial ownership of shares held by entities affiliated with Three Arch Partners described in note 4 above.
 Underwriters’ option to purchase an additional              shares of common stock, as set out on the cover page of this prospectus.
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DESCRIPTION OF CAPITAL STOCK

The following description summarizes some of the terms of our amended and restated certificate of incorporation and amended and restated bylaws to be
effective following the completion of this offering, our outstanding warrants, our amended and restated investors’ rights agreement, and the General
Corporation Law of the State of Delaware. Because it is only a summary, it does not contain all of the information that may be important to you. For a
complete description, you should also refer to our amended and restated certificate of incorporation, amended and restated bylaws, warrants, and amended
and restated investors’ rights agreement, which are filed as exhibits to the registration statement of which this prospectus is part, as well as the relevant
provisions of the General Corporation Law of the State of Delaware.

General

Upon the completion of this offering, our amended and restated certificate of incorporation will authorize us to issue up to                shares of common
stock, $0.01 par value per share, and                shares of preferred stock, $0.01 par value per share, all of which shares of preferred stock will be
undesignated. Our board of directors may establish the rights and preferences of the preferred stock from time to time. As of December 31, 2017, we had
outstanding 6,712,597 shares of common stock, including 457,482 shares of unvested restricted common stock subject to repurchase by us, held by
99 stockholders of record. As of December 31, 2017, after giving effect to the conversion of all of the outstanding shares of our preferred stock into
318,676,911 shares of common stock, there would have been 325,389,508 shares of common stock issued and outstanding, held by 135 stockholders of
record.

Common Stock

Voting Rights

Each holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of the stockholders, including the election of
directors. Under our amended and restated certificate of incorporation and amended and restated bylaws, which will become effective upon consummation
of this offering, our stockholders will not have cumulative voting rights. Because of this, the holders of a majority of the shares of common stock entitled to
vote in any election of directors can elect all of the directors standing for election, if they should so choose.

Dividends

Subject to preferences that may be applicable to any then-outstanding preferred stock, holders of common stock are entitled to receive ratably those
dividends, if any, as may be declared from time to time by the board of directors out of legally available funds.

Liquidation

In the event of our liquidation, dissolution or winding up, holders of common stock will be entitled to share ratably in the net assets legally available for
distribution to stockholders after the payment of all of our debts and other liabilities and the satisfaction of any liquidation preference granted to the holders
of any then-outstanding shares of preferred stock.

Rights and Preferences

Holders of common stock have no preemptive, conversion or subscription rights and there are no redemption or sinking fund provisions applicable to the
common stock. The rights, preferences and privileges of the holders of common stock are subject to, and may be adversely affected by, the right of the
holders of shares of any series of preferred stock that we may designate in the future.
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Preferred Stock

As of December 31, 2017, there were 304,958,337 shares of convertible preferred stock outstanding, consisting of 4,800,000 shares of Series A-1
convertible preferred stock, 25,384,615 shares of Series A-2 convertible preferred stock, 17,000,000 shares of Series B convertible preferred stock,
20,958,084 shares of Series C convertible preferred stock, 49,426,229 shares of Series D convertible preferred stock, 44,470,799 shares of Series E
convertible preferred stock, 102,334,194 shares of Series F convertible preferred stock and 40,584,416 shares of Series G convertible preferred stock. All
currently outstanding shares of preferred stock will convert automatically into 318,676,911 shares of common stock upon completion of this offering.

Following the closing of this offering, our board of directors will have the authority under our amended and restated certificate of incorporation, without
further action by our stockholders, to issue up to                shares of preferred stock in one or more series, to establish from time to time the number of shares
to be included in each such series, to fix the rights, preferences and privileges of the shares of each wholly unissued series and any qualifications, limitations
or restrictions thereon, and to increase or decrease the number of shares of any such series, but not below the number of shares of such series then
outstanding.

Our board of directors may authorize the issuance of preferred stock with voting or conversion rights that could adversely affect the voting power or other
rights of the holders of our common stock. The purpose of authorizing our board of directors to issue preferred stock and determine its rights and
preferences is to eliminate delays associated with a stockholder vote on specific issuances. The issuance of preferred stock, while providing flexibility in
connection with possible acquisitions and other corporate purposes, could, among other things, have the effect of delaying, deferring or preventing a change
in control of us and may adversely affect the market price of our common stock and the voting and other rights of the holders of our common stock. It is not
possible to state the actual effect of the issuance of any shares of preferred stock on the rights of holders of common stock until the board of directors
determines the specific rights attached to that preferred stock.

We have no present plans to issue any shares of preferred stock following completion of this offering.

Warrants

In December 2012, we issued a preferred stock warrant to Comerica Bank, which was immediately exercisable for an aggregate 402,461 shares of our Series
E convertible preferred stock at an exercise price of $0.6746 per share. This warrant remains outstanding. The holder of this warrant may exercise it, at its
election, by check, by wire transfer of same-day funds, or other form of payment acceptable to the Company. The shares underlying the warrant are
considered registrable securities for purposes of our amended and restated investors’ rights agreement, or the IRA, and accordingly are entitled to
registration rights as described below under “—Registration Rights.” The warrant expires on December 20, 2022 if not earlier exercised.

In February 2014, we issued a preferred stock warrant to purchase an aggregate of 878,298 Series E convertible preferred shares at an exercise price of
$0.6746 per share to Oxford Finance LLC, which was later exchanged for warrants that are immediately exercisable for an aggregate of 878,298 shares of
our Series F convertible preferred stock at an exercise price of $0.3356 per share. This warrant remains outstanding. The holder of this warrant may exercise
it, at its election, by cashless exercise, by check, by wire transfer of same-day funds, or other form of payment acceptable to us. The warrants includes a
provision requiring the holder to sign a joinder to the IRA at the time the warrant is exercised, such that the shares underlying the warrant would be
considered registrable securities for the purposes of the IRA. The warrant expires on February 18, 2021 if not earlier exercised.
 

153



Table of Contents

In August 2016, March 2017 and December 2017, we issued preferred stock warrants to Oxford Finance LLC, each of which was immediately exercisable
for 588,498 shares of our Series F convertible preferred stock at an exercise price of $0.3356 per share. Each of these warrants remains outstanding. The
holder of these warrants may exercise either warrant, at its election, by cashless exercise, by check, by wire transfer of same-day funds, or other form of
payment acceptable to us. The warrants include a provision requiring the holder to sign a joinder to the IRA at the time such warrant is exercised, such that
the shares underlying the warrants would be considered registrable securities for the purposes of the IRA. The August 2016, March 2017 and December
2017 warrants expire on August 31, 2023, March 28, 2024 and December 27, 2024, respectively, if not earlier exercised.

The outstanding warrants which are currently exercisable to purchase shares of our Series E or Series F preferred stock, upon the completion of this offering
will become warrants to purchase shares of our common stock.

Options

As of December 31, 2017, there were outstanding options under our equity compensation plans to purchase an aggregate of 70,864,342 shares of our
common stock, with a weighted-average exercise price of $0.08 per share.

Registration Rights

We and the beneficial owners of our preferred stock have entered into the IRA. The registration rights provisions of this agreement provide those holders
with demand and piggyback registration rights with respect to their shares of our common stock, including common stock issuable upon conversion of our
preferred stock in connection with this offering, which we refer to herein as registrable shares. After registration pursuant to these rights, such shares of
common stock will become freely tradable without restriction under the Securities Act. The IRA restricts us from granting additional registration rights to
any other party without the consent of 60% of the holders of registrable securities unless such additional registration rights are no more favorable than those
in the IRA.

Demand Registration Rights

At any time beginning 180 days following the effective date of the registration statement of which this prospectus is a part, the holders of at least 20% of the
registrable shares who are party to the IRA, voting as a single class, have the right to demand that we file a registration statement for the registration of their
shares of common stock. These registration rights are subject to specified conditions and limitations, including the right of a managing underwriter to limit
the number of shares included in any such registration under specified circumstances. Upon such a request, we are required to effect the registration as
expeditiously as possible. An aggregate of 318,676,911 shares of common stock will be entitled to these demand registration rights upon the consummation
of this offering. We are not obligated to file a registration statement pursuant to this provision on more than two occasions (unless such registration
statement was not declared effective by the SEC).

Piggyback Registration Rights

If we propose to register any of our common stock under the Securities Act, either for our own account or for the account of other stockholders, other than
pursuant to certain specified registrations (including relating to company stock option plans), the holders of registrable shares will each be entitled to notice
of the registration and will be entitled to include their registrable shares in the related registration statement. These piggyback registration rights are subject
to specified conditions and limitations, including the right of a managing underwriter to limit the number of shares included in any such registration under
specified circumstances. An aggregate of 318,676,911 shares of common stock will be entitled to these piggyback registration rights upon the
consummation of this offering.
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Registration on Form S-3

At any time after the 90  day following the date our registration statement becomes effective, and subject to the lock-up agreements entered into in
connection with this offering, holders of our registrable shares who are parties to the IRA have the right to demand that we file a registration statement on
Form S-3, and holders of such shares will be entitled, upon their written request, to have such shares registered by us on a Form S-3 registration statement at
our expense, provided that such requested registration has an anticipated aggregate offering size to the public of at least $2.0 million, and subject to other
specified conditions and limitations.

In the event that any registration in which the holders of registrable shares participate pursuant to our IRA is an underwritten public offering, we agree to
enter into an underwriting agreement containing customary terms for such offering.

Expenses of Registration

We are required to pay all expenses, including fees and expenses of one counsel to represent the selling stockholders, relating to any demand, piggyback or
Form S-3 registration, other than underwriting discounts and commissions and stock transfer taxes, subject to specified conditions and limitations.

The IRA contains customary cross-indemnification provisions, pursuant to which we are obligated to indemnify the selling stockholders in the event of
material misstatements or omissions in the applicable registration statement attributable to us, and the selling stockholders are obligated to indemnify us for
material misstatements or omissions in the registration statement attributable to them, subject to certain limitations.

Termination of Registration Rights

We may not terminate the registration rights granted under the IRA without the consent of holders of at least 60% of the registrable shares who are party to
the IRA.

Anti-takeover Provisions

Section 203 of the Delaware General Corporation Law

We are subject to Section 203 of the Delaware General Corporation Law, which prohibits a Delaware corporation from engaging in any business
combination with any interested stockholder for a period of three years after the date that such stockholder became an interested stockholder, with the
following exceptions:
 

 
•  before such date, the board of directors of the corporation approved either the business combination or the transaction that resulted in the

stockholder becoming an interested stockholder;
 

 

•  upon completion of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at
least 85% of the voting stock of the corporation outstanding at the time the transaction began, excluding for purposes of determining the
voting stock outstanding, but not the outstanding voting stock owned by the interested stockholder, those shares owned (i) by persons who
are directors and also officers and (ii) employee stock plans in which employee participants do not have the right to determine
confidentially whether shares held subject to the plan will be tendered in a tender or exchange offer; or

 

 
•  on or after such date, the business combination is approved by the board of directors and authorized at an annual or special meeting of the

stockholders, and not by written consent, by the affirmative vote of at least 66 / % of the outstanding voting stock that is not owned by the
interested stockholder.
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In general, Section 203 defines a “business combination” to include the following:
 

 
•  any merger or consolidation involving the corporation or any direct or indirect majority-owned subsidiary of the corporation and the

interested stockholder;
 

 
•  any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder (in one

transaction or a series of transactions);
 

 
•  subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation or by any direct or indirect majority-

owned subsidiary of the corporation of any stock of the corporation or of such subsidiary to the interested stockholder;
 

 
•  any transaction involving the corporation or any direct or indirect majority-owned subsidiary of the corporation that has the effect of

increasing the proportionate share of the stock or any class or series of the corporation beneficially owned by the interested stockholder; or
 

 
•  the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits by or through

the corporation.

In general, Section 203 defines an “interested stockholder” as an entity or person who, together with the person’s affiliates and associates, beneficially owns,
or within three years prior to the time of determination of interested stockholder status did own, 15% or more of the outstanding voting stock of the
corporation.

Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws

Provisions in our amended and restated certificate of incorporation and our amended and restated bylaws that will become effective upon the completion of
this offering may discourage, delay or prevent a merger, acquisition or other change in control that stockholders may consider favorable, including
transactions in which stockholders might otherwise receive a premium for their shares. In addition, these provisions may frustrate or prevent any attempt by
our stockholders to replace or remove our current management by making it more difficult to replace or remove our board of directors. These provisions
include:
 

 •  a prohibition on stockholder action through written consent;
 

 •  no cumulative voting in the election of directors;
 

 
•  the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the

resignation, death or removal of a director;
 

 
•  a requirement that special meetings of stockholders be called only by the board of directors, the chairman of the board of directors, the

chief executive officer or, in the absence of a chief executive officer, the president;
 

 •  an advance notice requirement for stockholder proposals and nominations;
 

 •  the authority of our board of directors to issue preferred stock with such terms as our board of directors may determine; and
 

 
•  a requirement of approval of not less than 66 2/3% of all outstanding shares of our capital stock entitled to vote to amend any bylaws by

stockholder action, or to amend specific provisions of our amended and restated certificate of incorporation.

Choice of Forum

Our restated certificate will provide that the Court of Chancery of the State of Delaware will be the exclusive forum for:
 

 •  any derivative action or proceeding brought on our behalf;
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 •  any action asserting a breach of fiduciary duty;
 

 
•  any action asserting a claim against us arising pursuant to the Delaware General Corporation Law, our restated certificate, or our amended

and restated bylaws; or
 

 •  any action asserting a claim against us that is governed by the internal affairs doctrine.

The enforceability of similar choice of forum provisions in other companies’ certificates of incorporation has been challenged in legal proceedings, and it is
possible that, in connection with any action, a court could find the choice of forum provisions contained in our restated certificate to be inapplicable or
unenforceable in such action.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is                 .

Stock Exchange Listing

We intend to apply for listing of our common stock on the Nasdaq Global Market under the trading symbol “STIM.”
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to this offering, no public market existed for our common stock. Future sales of our common stock in the public market, or the availability of such
shares for sale in the public market, could adversely affect market prices prevailing from time to time. As described below, only a limited number of shares
will be available for sale shortly after this offering due to contractual and legal restrictions on resale. Nevertheless, sales of our common stock in the public
market after such restrictions lapse, or the perception that those sales may occur, could adversely affect the prevailing market price at such time and our
ability to raise equity capital in the future.

Based on the number of shares outstanding as of December 31, 2017, upon the closing of this offering and assuming no exercise of the underwriters’ option
to purchase additional shares,                  shares of common stock will be outstanding, after giving effect to the automatic conversion of all outstanding
shares of our convertible preferred stock into 318,676,911 shares of common stock upon the closing of this offering. All of the shares of common stock sold
in this offering will be freely tradable without restrictions or further registration under the Securities Act, except for any shares sold to our “affiliates,” as
that term is defined under Rule 144 under the Securities Act. The remaining                  shares of common stock held by existing stockholders are “restricted
securities,” as that term is defined in Rule 144 under the Securities Act. Restricted securities may be sold in the public market only if registered or if their
resale qualifies for exemption from registration described below under Rule 144 promulgated under the Securities Act or another available exemption.

As a result of the lock-up agreements described below and the provisions of Rules 144 and 701 under the Securities Act, the shares of common stock that
will be deemed restricted securities after this offering will be available for sale in the public market as follows:
 

 •  none of the existing restricted shares will be eligible for immediate sale upon the completion of this offering; and
 

 
•              restricted shares will be eligible for sale in the public market upon expiration of lock-up agreements 180 days after the date of this

prospectus, subject in certain circumstances to the volume, manner of sale and other limitations under Rule 144 and Rule 701 under the
Securities Act, which are summarized below.

Lock-up agreements

We and each of our directors, executive officers and all of our security holders have agreed that we and they will not, subject to limited exceptions, during
the period ending 180 days after the date of this prospectus:
 

 •  offer, pledge, announce the intention to sell, sell or contract to sell any shares of our common stock;
 

 •  sell any option or contract to purchase any shares of our common stock;
 

 •  purchase any option or contract to sell any shares of our common stock;
 

 •  grant any option, right or warrant to purchase any shares of our common stock;
 

 •  make any short sale or otherwise transfer or dispose of any shares of our common stock;
 

 
•  enter into any swap or other agreement that transfers, in whole or in part, the economic consequences of ownership of any shares of our

common stock whether any such swap or transaction is to be settled by delivery of shares or other securities, in cash or otherwise
 

 •  make demand for or exercise any right with respect to the registration statement of our common stock; or
 

 •  publicly announce the intention to do any of the foregoing.
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Piper Jaffray & Co. may, in its sole discretion and at any time or from time to time before the termination of the 180-day period, without public notice,
release all or any portion of the securities subject to lock-up agreements. There are no existing agreements between the underwriters and any of our
stockholders who will execute a lock-up agreement providing consent to the sale of shares prior to the expiration of the restricted period.

Upon the expiration of the lock-up period, all of the shares subject to such lock-up restrictions will become eligible for sale, subject to the limitations
discussed above.

In addition, at our request, the underwriters have reserved up to              shares of common stock, or approximately     % of the shares offered by this
prospectus, for sale, at the initial public offering price, to our directors, officers and current investors. Shares purchased by our directors and officers will be
subject to the 180-day lock-up restriction described above and in the ‘‘Underwriting’’ section of this prospectus. Accordingly, the number of shares freely
transferable upon completion of this offering will be reduced by the number of reserved shares purchased by our directors or officers, and there will be a
corresponding increase in the number of shares that become eligible for sale after 180 days from the date of this prospectus.

Rule 144

In general, non-affiliate persons who have beneficially owned restricted shares of our common stock for at least six months, and any of our affiliates who
owns either restricted or unrestricted shares of our common stock, are entitled to sell their securities without registration with the SEC under an exemption
from registration provided by Rule 144 under the Securities Act.

Non-affiliates

Any person who is not deemed to have been one of our affiliates at the time of, or at any time during the three months preceding, a sale may sell an
unlimited number of restricted securities under Rule 144 if:
 

 
•  the restricted securities have been held for at least six months, including the holding period of any prior owner other than one of our

affiliates (subject to certain exceptions);
 

 •  we have been subject to the Exchange Act periodic reporting requirements for at least 90 days before the sale; and
 

 •  we are current in our Exchange Act reporting at the time of sale.

Any person who is not deemed to have been an affiliate of ours at the time of, or at any time during the three months preceding, a sale and has held the
restricted securities for at least one year, including the holding period of any prior owner other than one of our affiliates, will be entitled to sell an unlimited
number of restricted securities without regard to the length of time we have been subject to Exchange Act periodic reporting or whether we are current in
our Exchange Act reporting. Non-affiliate resales are not subject to the manner of sale, volume limitation or notice filing provisions of Rule 144.

Affiliates

Persons seeking to sell restricted securities who are our affiliates at the time of, or any time during the three months preceding, a sale, would be subject to
the restrictions described above. They are also subject to additional restrictions, by which such person would be required to comply with the manner of sale
and notice provisions of Rule 144 and would be entitled to sell within any three-month period only that number of securities that does not exceed the greater
of either of the following:
 

 
•  1% of the number of shares of our common stock then outstanding, which will equal approximately                  shares immediately after the

completion of this offering based on the number of shares outstanding as of December 31, 2017; or
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•  the average weekly trading volume of our common stock on the stock exchange on which our shares are listed during the four calendar

weeks preceding the filing of a notice on Form 144 with respect to the sale.

Additionally, persons who are our affiliates at the time of, or any time during the three months preceding, a sale may sell unrestricted securities under the
requirements of Rule 144 described above, without regard to the six month holding period of Rule 144, which does not apply to sales of unrestricted
securities.

Rule 701

Rule 701 under the Securities Act, as in effect on the date of this prospectus, permits resales of shares in reliance upon Rule 144 but without compliance
with certain restrictions of Rule 144, including the holding period requirement. Most of our employees, executive officers or directors who purchased shares
under a written compensatory plan or contract may be entitled to rely on the resale provisions of Rule 701, but all holders of Rule 701 shares are required to
wait until 90 days after the date of this prospectus before selling their shares. However, all such shares are subject to lock-up agreements as described below
and in the section titled “Underwriting” and will become eligible for sale upon the expiration of the restrictions set forth in those agreements.

Equity Plans

We intend to file one or more registration statements on Form S-8 under the Securities Act to register all shares of common stock subject to outstanding
stock options issued or issuable and common stock issuable under our stock plans. We expect to file the registration statement covering shares offered
pursuant to our stock plans shortly after the date of this prospectus, permitting the resale of such shares by nonaffiliates in the public market without
restriction under the Securities Act and the sale by affiliates in the public market, subject to compliance with the resale provisions of Rule 144.

Registration Rights

Upon the closing of this offering, the holders of 321,723,164 shares of our common stock, including common stock issuable upon the conversion of our
preferred stock, or their transferees, and common stock issuable upon the exercise of outstanding warrants, will be entitled to specified rights with respect to
the registration of their registrable shares under the Securities Act, subject to certain limitations and the expiration, waiver or termination of the lock-up
agreements. Registration of these shares under the Securities Act would result in the shares becoming freely tradable without restriction under the Securities
Act immediately upon effectiveness of the registration. See “Description of Capital Stock—Registration Rights” for additional information.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES TO NON-U.S. HOLDERS

The following summary describes the material U.S. federal income tax consequences of the acquisition, ownership and disposition of our common stock
acquired in this offering by Non-U.S. Holders (as defined below). This discussion is not a complete analysis of all potential U.S. federal income tax
consequences relating thereto, and does not deal with foreign, state and local consequences that may be relevant to Non-U.S. Holders in light of their
particular circumstances, nor does it address U.S. federal tax consequences (such as gift and estate taxes) other than income taxes. Special rules different
from those described below may apply to certain Non-U.S. Holders that are subject to special treatment under the Internal Revenue Code of 1986, as
amended (or the Code), such as financial institutions, insurance companies, tax-exempt organizations, broker-dealers and traders in securities, U.S.
expatriates, “controlled foreign corporations,” “passive foreign investment companies,” corporations that accumulate earnings to avoid U.S. federal income
tax, corporations organized outside of the United States, any state thereof or the District of Columbia that are nonetheless treated as United States income
taxpayers for United States federal tax purposes, persons that hold our common stock as part of a “straddle,” “hedge,” “conversion transaction,” “synthetic
security” or integrated investment or other risk reduction strategy, persons who acquire our common stock through the exercise of an option or otherwise as
compensation, persons subject to the alternative minimum tax or federal Medicare contribution tax on net investment income, persons subject to special tax
accounting rules as a result of any item of gross income with respect to our common stock being taken into account in an “applicable financial statement”
(as defined in the Code), partnerships and other pass-through entities or arrangements, and investors in such pass-through entities or arrangements. Such
Non-U.S. Holders are urged to consult their own tax advisors to determine the U.S. federal, state, local and other tax consequences that may be relevant to
them. Furthermore, the discussion below is based upon the provisions of the Code, and Treasury regulations, rulings and judicial decisions thereunder as of
the date hereof, and such authorities may be repealed, revoked or modified, perhaps retroactively, so as to result in U.S. federal income tax consequences
different from those discussed below. We have not requested a ruling from the U.S. Internal Revenue Service, or IRS, with respect to the statements made
and the conclusions reached in the following summary, and there can be no assurance that the IRS will agree with such statements and conclusions. This
discussion assumes that the Non-U.S. Holder holds our common stock as a “capital asset” within the meaning of Section 1221 of the Code (generally,
property held for investment).

Persons considering the purchase of our common stock pursuant to this offering should consult their own tax advisors concerning the U.S. federal income,
estate and other tax consequences of acquiring, owning and disposing of our common stock in light of their particular situations as well as any consequences
arising under the laws of any other taxing jurisdiction, including any state, local or foreign tax consequences.

For the purposes of this discussion, a “Non-U.S. Holder” is, for U.S. federal income tax purposes, a beneficial owner of common stock that is neither a U.S.
Holder, nor a partnership (or other entity treated as a partnership for U.S. federal income tax purposes regardless of its place of organization or formation). A
“U.S. Holder” means a beneficial owner of our common stock that is for U.S. federal income tax purposes any of the following:
 

 •  an individual who is a citizen or resident of the United States;
 

 
•  a corporation or other entity treated as a corporation for U.S. federal income tax purposes created or organized in or under the laws of the

U.S., any state thereof or the District of Columbia;
 

 •  an estate the income of which is subject to U.S. federal income taxation regardless of its source; or
 

161



Table of Contents

 
•  a trust if it (1) is subject to the primary supervision of a court within the U.S. and one or more U.S. persons have the authority to control all

substantial decisions of the trust or (2) has a valid election in effect under applicable U.S. Treasury regulations to be treated as a U.S.
person.

Distributions

Distributions, if any, made on our common stock to a Non-U.S. Holder to the extent made out of our current or accumulated earnings and profits (as
determined under U.S. federal income tax principles) generally will constitute dividends for U.S. tax purposes and will be subject to withholding tax at a
30% rate or such lower rate as may be specified by an applicable income tax treaty, subject to the discussion below regarding effectively connected income
and foreign accounts. To obtain a reduced rate of withholding under a treaty, a Non-U.S. Holder generally will be required to provide us with a properly
executed IRS Form W-8BEN (in the case of individuals) or IRS Form W-8BEN-E (in the case of entities), or other appropriate form, including a U.S.
taxpayer identification number, or in certain circumstances, a foreign tax identifying number, and certifying the Non-U.S. Holder’s entitlement to benefits
under that treaty. This certification must be provided to us or our paying agent prior to the payment of dividends and must be updated periodically. In the
case of a Non-U.S. Holder that is an entity, Treasury Regulations and the relevant tax treaty provide rules to determine whether, for purposes of determining
the applicability of a tax treaty, dividends will be treated as paid to the entity or to those holding an interest in that entity. If a Non-U.S. Holder holds stock
through a financial institution or other agent acting on the holder’s behalf, the holder will be required to provide appropriate documentation to such
agent. The holder’s agent will then be required to provide certification to us or our paying agent, either directly or through other intermediaries. If you are
eligible for a reduced rate of U.S. federal withholding tax under an income tax treaty and you do not timely file the required certification, you may be able to
obtain a refund or credit of any excess amounts withheld by timely filing an appropriate claim for a refund with the IRS.

We generally are not required to withhold tax on dividends paid to a Non-U.S. Holder that are effectively connected with the Non-U.S. Holder’s conduct of
a trade or business within the United States. (and, if required by an applicable income tax treaty, are attributable to a permanent establishment that such
holder maintains in the United States) if a properly executed IRS Form W-8ECI, stating that the dividends are so connected, is furnished to us (or, if stock is
held through a financial institution or other agent, to such agent). In general, such effectively connected dividends will be subject to U.S. federal income tax,
on a net income basis at the regular graduated rates applicable to U.S. residents. A corporate Non-U.S. Holder receiving effectively connected dividends
may also be subject to an additional “branch profits tax,” which is imposed, under certain circumstances, at a rate of 30% (or such lower rate as may be
specified by an applicable treaty) on the corporate Non-U.S. Holder’s effectively connected earnings and profits, subject to certain adjustments. Non-U.S.
Holders should consult their tax advisors regarding any applicable income tax treaties that may provide for different rules.

To the extent distributions on our common stock, if any, exceed our current and accumulated earnings and profits, they will first reduce the Non-U.S.
Holder’s adjusted basis in our common stock, but not below zero, and then will be treated as gain to the extent of any excess, and taxed in the same manner
as gain realized from a sale or other disposition of common stock as described in the next section.

Gain on Disposition of Our Common Stock

Subject to the discussion below regarding backup withholding and foreign accounts, a Non-U.S. Holder generally will not be subject to U.S. federal income
tax with respect to gain realized on a sale or other disposition of our common stock unless (a) the gain is effectively connected with a trade or business of
such holder in the United States (and, if required by an applicable income tax treaty, is attributable to a permanent establishment that such holder maintains
in the United States), (b) the Non-U.S. Holder is a
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nonresident alien individual and is present in the United States for 183 or more days in the taxable year of the disposition and certain other conditions are
met or (c) we are or have been a “United States real property holding corporation” within the meaning of Code Section 897(c)(2) at any time within the
shorter of the five-year period preceding such disposition or such holder’s holding period. In general, we would be a U.S. real property holding corporation
if interests in U.S. real estate comprise (by fair market value) at least half of our business assets. We believe that we have not been and we are not, and do
not anticipate becoming, a U.S. real property holding corporation. Even if we are treated as a U.S. real property holding corporation, gain realized by a
Non-U.S. Holder on a disposition of our common stock will not be subject to U.S. federal income tax so long as (1) the Non-U.S. Holder owned, directly,
indirectly and constructively, no more than five percent of our common stock at all times within the shorter of (i) the five-year period preceding the
disposition or (ii) the holder’s holding period and (2) our common stock is regularly traded on an established securities market. There can be no assurance
that our common stock will continue to qualify as regularly traded on an established securities market. If any gain on your disposition is taxable because we
are a United States real property holding corporation and your ownership of our common stock exceeds 5%, you will be taxed on such disposition generally
in the manner applicable to U.S. persons.

If you are a Non-U.S. Holder described in (a) above, you will be required to pay tax on the net gain derived from the sale at regular graduated U.S. federal
income tax rates, and corporate Non-U.S. Holders described in (a) above may be subject to the additional branch profits tax at a 30% rate or such lower rate
as may be specified by an applicable income tax treaty. Gain described in (b) above will be subject to U.S. federal income tax at a flat 30% rate or such
lower rate as may be specified by an applicable income tax treaty, which gain may be offset by certain U.S.-source capital losses (even though you are not
considered a resident of the U.S.), provided that the Non-U.S. Holder has timely filed U.S. federal income tax returns with respect to such losses.

Information Reporting Requirements and Backup Withholding

Generally, we must report information to the IRS with respect to any dividends we pay on our common stock (even if the payments are exempt from
withholding), including the amount of any such dividends, the name and address of the recipient, and the amount, if any, of tax withheld. A similar report is
sent to the holder to whom any such dividends are paid. Pursuant to tax treaties or certain other agreements, the IRS may make its reports available to tax
authorities in the recipient’s country of residence.

Dividends paid by us (or our paying agents) to a Non-U.S. Holder may also be subject to U.S. backup withholding. U.S. backup withholding generally will
not apply to a Non-U.S. Holder who provides a properly executed IRS Form W-8BEN, IRS Form W-8BEN-E, or IRS Form W-ECI, or otherwise establishes
an exemption. Notwithstanding the foregoing, backup withholding may apply if the payor has actual knowledge, or reason to know, that the holder is a U.S.
person who is not an exempt recipient.

U.S. information reporting and backup withholding requirements generally will apply to the proceeds of a disposition of our common stock effected by or
through a U.S. office of any broker, U.S. or foreign, except that such information reporting and backup withholding requirements may be avoided if the
holder provides a properly executed IRS Form W-8BEN or IRS Form W-8BEN-E or otherwise meets documentary evidence requirements for establishing
non-U.S. person status or otherwise establishes an exemption. Generally, U.S. information reporting and backup withholding requirements will not apply to
a payment of disposition proceeds to a Non-U.S. Holder where the transaction is effected outside the U.S. through a non-U.S. office of a non-U.S.
broker. Information reporting and backup withholding requirements may, however, apply to a payment of disposition proceeds if the broker has actual
knowledge, or reason to know, that the holder is, in fact, a U.S. person. For information reporting and backup withholding purposes, certain brokers with
substantial U.S. ownership or operations will generally be treated in a manner similar to U.S. brokers.
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Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be credited against the tax liability of persons
subject to backup withholding, provided that the required information is timely furnished to the IRS.

Foreign Accounts

Sections 1471 through 1474 of the Code (commonly referred to as FATCA) impose a U.S. federal withholding tax of 30% on certain payments, including
dividends paid on and the gross proceeds of a disposition of our common stock paid to a foreign financial institution (as specifically defined by applicable
rules) unless such institution enters into an agreement with the U.S. government to withhold on certain payments and to collect and provide to the U.S. tax
authorities substantial information regarding U.S. account holders of such institution (which includes certain equity holders of such institution, as well as
certain account holders that are foreign entities with U.S. owners). FATCA also generally imposes a federal withholding tax of 30% on certain payments,
including dividends paid on and the gross proceeds of a disposition of our common stock to a non-financial foreign entity unless such entity provides the
withholding agent with either a certification that it does not have any substantial direct or indirect U.S. owners or provides information regarding substantial
direct and indirect U.S. owners of the entity. An intergovernmental agreement between the United States and an applicable foreign country may modify
those requirements. The withholding tax described above will not apply if the foreign financial institution or non-financial foreign entity otherwise qualifies
for an exemption from the rules. Holders are encouraged to consult with their own tax advisors regarding the possible implications of FATCA on their
investment in our common stock.

The withholding provisions described above currently apply to payments of dividends, and will apply to payments of gross proceeds from a sale or other
disposition of common stock on or after January 1, 2019.

EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR REGARDING THE TAX CONSEQUENCES OF
PURCHASING, HOLDING AND DISPOSING OF OUR COMMON STOCK, INCLUDING THE CONSEQUENCES OF ANY PROPOSED
CHANGE IN APPLICABLE LAW.
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UNDERWRITING

Piper Jaffray & Co. is acting as representative of each of the underwriters named below. Subject to the terms and conditions set forth in an underwriting
agreement among us and the underwriters, we have agreed to sell to the underwriters, and each of the underwriters has agreed, severally and not jointly, to
purchase from us, the number of shares of our common stock set forth opposite its name below.
 

Underwriters   
Number
of Shares 

Piper Jaffray & Co.   
William Blair & Company, LLC   
Canaccord Genuity LLC   
BTIG, LLC   
JMP Securities LLC   

    
 

Total   
    

 

Subject to the terms and conditions set forth in the underwriting agreement, the underwriters have agreed, severally and not jointly, to purchase all of the
shares sold under the underwriting agreement if any of these shares are purchased. If an underwriter defaults, the underwriting agreement provides that the
purchase commitments of the nondefaulting underwriters may be increased or the underwriting agreement may be terminated.

The underwriters have reserved up to                  shares of common stock, or approximately         % of the shares offered by this prospectus, for sale, at the
initial offering price, to our directors, officers and current investors in a directed share program. The number of shares available for sale to the general public
in the offering will be reduced to the extent these persons purchase the reserved shares. Any reserved shares that are not purchased under this program will
be offered by the underwriters to the general public on the same terms as the other shares offered by this prospectus. Shares purchased by our directors and
officers will be subject to the 180-day lock-up restriction described below in “—No Sales of Similar Securities.”

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act relating to losses or claims
resulting from material misstatements in or omissions from this prospectus, the registration statement of which this prospectus is a part, certain free writing
prospectuses that may be used in the offering and in any marketing materials used in connection with this offering and to contribute to payments the
underwriters may be required to make in respect of those liabilities.

Discounts and Commissions

The representative has advised us that the underwriters propose initially to offer the shares to the public at the public offering price set forth on the cover
page of this prospectus and to dealers at that price less a concession not in excess of $                per share. After a bona fide offering of the shares of our
common stock at the initial public offering price, the public offering price, concession or any other term of this offering may be changed. The underwriters
reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in part.
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The following table shows the public offering price, underwriting discount and proceeds, before expenses, to us. The information assumes either no exercise
or full exercise by the underwriters of their option to purchase additional shares.
 

   Per Share   
Without
Option    

With
Option  

Public Offering Price   $            $            $         
Underwriting Discount   $    $    $  
Proceeds, before expenses, to us   $    $    $  

The estimated offering expenses payable by us, exclusive of the underwriting discount and commissions, are approximately $                 million. We have
also agreed to reimburse the underwriters for certain of their expenses in an amount not to exceed $                 as set forth in the underwriting agreement.

The underwriting agreement provides that the obligations of the several underwriters to pay for and accept delivery of the shares of common stock offered
by this prospectus are subject to the approval of certain legal matters by their counsel and to certain other conditions. The underwriters are obligated to take
and pay for all of the shares of common stock offered by this prospectus if any such shares are taken. However, the underwriters are not required to take or
pay for the shares covered by the underwriters’ option to purchase additional shares, described below. If an underwriter defaults, the underwriting agreement
provides that the purchase commitments of the non-defaulting underwriters may be increased.

Option to Purchase Additional Shares

We have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus, to purchase up to                 additional shares of
common stock at the public offering price listed on the cover page of this prospectus, less the underwriting discount and commissions. The underwriters
may exercise this option solely for the purpose of covering overallotments, if any, made in connection with the offering of the shares of common stock
offered by this prospectus. To the extent the option is exercised, each underwriter will become obligated, subject to certain conditions, to purchase about the
same percentage of the additional shares of common stock as the number listed next to the underwriter’s name in the table above bears to the total number of
shares of common stock listed next to the names of all underwriters in the preceding table.

No Sales of Similar Securities

We, our executive officers and directors and all of our other stockholders have agreed not to sell or transfer any shares of our common stock or securities
convertible into, exchangeable or exercisable for, or that represent the right to receive shares of our common stock, for 180 days after the date of the
prospectus used to sell our common stock without first obtaining the written consent of Piper Jaffray & Co. Specifically, we and these other persons have
agreed, with certain limited exceptions, not to directly or indirectly:
 

 •  offer, pledge, announce the intention to sell, sell or contract to sell any shares of our common stock;
 

 •  sell any option or contract to purchase any shares of our common stock;
 

 •  purchase any option or contract to sell any shares of our common stock;
 

 •  grant any option, right or warrant to purchase any shares of our common stock;
 

 •  make any short sale or otherwise transfer or dispose of any shares of our common stock;
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•  enter into any swap or other agreement that transfers, in whole or in part, the economic consequences of ownership of any shares of our

common stock whether any such swap or transaction is to be settled by delivery of shares or other securities, in cash or otherwise
 

 •  make demand for or exercise any right with respect to the registration statement of our common stock; or
 

 •  publicly announce the intention to do any of the foregoing.

Listing

We have applied to list our common stock on the Nasdaq Global Market under the symbol “NEUR.” In order to meet the requirements for listing on that
exchange, the underwriters have undertaken to sell a minimum number of shares to a minimum number of beneficial owners as required by             .

Before this offering, there has been no public market for our common stock. The initial public offering price will be determined through negotiations among
us and the representative. In addition to prevailing market conditions, the factors to be considered in determining the initial public offering price are:
 

 •  the valuation multiples of publicly traded companies that the representative believes to be comparable to us;
 

 •  our financial information;
 

 •  the history of, and the prospects for, our company and the industry in which we compete;
 

 •  an assessment of our management, its past and present operations and the prospects for, and timing of, our future net sales;
 

 •  the present state of our development; and
 

 •  the above factors in relation to market values and various valuation measures of other companies engaged in activities similar to ours.

An active trading market for the shares may not develop. It is also possible that after this offering the shares will not trade in the public market at or above
the initial public offering price.

The underwriters do not expect to sell more than 5% of the shares in the aggregate to accounts over which they exercise discretionary authority.

Price Stabilization, Short Positions and Penalty Bids

Until the distribution of the shares is completed, SEC rules may limit underwriters and selling group members from bidding for and purchasing shares of our
common stock. However, the underwriters may engage in transactions that stabilize the price of our common stock, such as bids or purchases to peg, fix or
maintain that price.

In connection with this offering, the underwriters may purchase and sell shares of our common stock in the open market. These transactions may include
short sales, purchases on the open market to cover positions created by short sales and stabilizing transactions. Short sales involve the sale by the
underwriters of a greater number of shares than they are required to purchase in this offering. “Covered” short sales are sales made in an amount not greater
than the underwriters’ option to purchase additional shares described above. The underwriters may close out any covered short position by either exercising
their option or purchasing shares in the open market. In determining the source of shares to close out the covered short position, the underwriters will
consider, among other things, the price of shares available for purchase in the open market as compared to the price at which they may purchase shares
through the overallotment option. “Naked” short sales are sales in excess of the overallotment option. The
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underwriters must close out any naked short position by purchasing shares in the open market. A naked short position is more likely to be created if the
underwriters are concerned that there may be downward pressure on the price of our common stock in the open market after pricing that could adversely
affect investors who purchase in this offering. Stabilizing transactions consist of various bids for or purchases of shares of our common stock made by the
underwriters in the open market prior to the closing of this offering.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portion of the underwriting discount
received by it because the representative has repurchased shares sold by or for the account of such underwriter in stabilizing or short covering transactions.

Similar to other purchase transactions, the underwriters’ purchases to cover the syndicate short sales may have the effect of raising or maintaining the
market price of our common stock or preventing or retarding a decline in the market price of our common stock. As a result, the price of our common stock
may be higher than the price that might otherwise exist in the open market. The underwriters may conduct these transactions on the Nasdaq Global Market,
in the over-the-counter market or otherwise.

Neither we nor any of the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions described
above may have on the price of our common stock. In addition, neither we nor any of the underwriters make any representation that the representative will
engage in these transactions or that these transactions, once commenced, will not be discontinued without notice.

Electronic Offer, Sale and Distribution of Shares

In connection with this offering, certain of the underwriters or securities dealers may distribute prospectuses by electronic means, such as e-mail. In
addition, one or more of the underwriters may facilitate internet distribution for this offering to certain of their Internet subscription customers. Any such
underwriter may allocate a limited number of shares for sale to its online brokerage customers. An electronic prospectus is available on the internet websites
maintained by any such underwriter. Other than the prospectus in electronic format, the information on the websites of any such underwriter is not part of
this prospectus.

Other Relationships

The underwriters and their respective affiliates are full service financial institutions engaged in various activities, which may include securities trading,
commercial and investment banking, financial advisory, investment management, investment research, principal investment, hedging, financing and
brokerage activities. Certain of the underwriters or their affiliates may in the future engage in investment banking and other commercial dealings with us or
our affiliates in the ordinary course of business, for which they may receive customary fees and commissions.

In the ordinary course of their various business activities, the underwriters and their respective affiliates may make or hold a broad array of investments and
actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for their own account and for the
accounts of their customers, and such investment and securities activities may involve securities and/or instruments of the issuer. The underwriters and their
respective affiliates may also make investment recommendations and/or publish or express independent research views in respect of such securities or
instruments and may at any time hold, or recommend to clients that they acquire, long and/or short positions in such securities and instruments.
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Selling Restrictions

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive, each being referred to as a Relevant
Member State, an offer to the public of any shares of our common stock may not be made in that Relevant Member State, except that an offer to the public
in that Relevant Member State of any shares of our common stock may be made at any time under the following exemptions under the Prospectus Directive,
if they have been implemented in that Relevant Member State:

(a) to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(b) to fewer than 150, natural or legal persons (other than qualified investors as defined in the Prospectus Directive), as permitted under the Prospectus
Directive, subject to obtaining the prior consent of the representative for any such offer; or

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that no such offer of shares of our common stock shall
result in a requirement for the publication by us or any underwriter of a prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer to the public” in relation to any shares of our common stock in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and any shares of our common stock to be
offered so as to enable an investor to decide to purchase any shares of our common stock, as the same may be varied in that Member State by any measure
implementing the Prospectus Directive in that Member State, the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto,
including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes any relevant implementing measure in
the Relevant Member State, and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

United Kingdom

Each underwriter has represented and agreed that:

(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated an invitation or inducement to
engage in investment activity (within the meaning of Section 21 of the Financial Services and Markets Act 2000, or the FSMA) received by it in
connection with the issue or sale of the shares of our common stock in circumstances in which Section 21(1) of the FSMA does not apply to us; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the shares of our
common stock in, from or otherwise involving the United Kingdom.

Canada

The common stock may be sold only to purchasers purchasing as principal that are both “accredited investors” as defined in National Instrument 45-106
Prospectus and Registration Exemptions and “permitted clients” as defined in National Instrument 31-103 Registration Requirements, Exemptions and
Ongoing Registrant Obligations. Any resale of the shares of common stock must be made in accordance with an exemption from the prospectus
requirements and in compliance with the registration requirements of applicable securities laws.

Hong Kong

The common stock may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances which do not constitute an offer to
the public within the meaning of the Companies
 

169



Table of Contents

Ordinance (Cap. 32, Laws of Hong Kong), or (ii) to “professional investors” within the meaning of the Securities and Futures Ordinance (Cap. 571, Laws of
Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do not result in the document being a “prospectus” within the meaning of
the Companies Ordinance (Cap. 32, Laws of Hong Kong) and no advertisement, invitation or document relating to the shares may be issued or may be in the
possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely
to be accessed or read by, the public in Hong Kong (except if permitted to do so under the laws of Hong Kong) other than with respect to shares of common
stock which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” within the meaning of the Securities
and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other document or
material in connection with the offer or sale, or invitation for subscription or purchase, of the common stock may not be circulated or distributed, nor may
the shares of common stock be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons
in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore, or the SFA, (ii) to a
relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the conditions specified in Section 275 of the
SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA, in each case subject to compliance
with conditions set forth in the SFA.

Where the common stock are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which is to hold investments and the
entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the trust is an individual
who is an accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and interest
(howsoever described) in that trust shall not be transferred within six months after that corporation or that trust has acquired the shares of common stock
pursuant to an offer made under Section 275 of the SFA except:

(i) to an institutional investor (for corporations, under Section 274 of the SFA) or to a relevant person defined in Section 275(2) of the SFA, or to any
person pursuant to an offer that is made on terms that such shares, debentures and units of shares and debentures of that corporation or such rights and
interest in that trust are acquired at a consideration of not less than $200,000 (or its equivalent in a foreign currency) for each transaction, whether
such amount is to be paid for in cash or by exchange of securities or other assets, and further for corporations, in accordance with the conditions
specified in Section 275 of the SFA;

(ii) where no consideration is or will be given for the transfer; or

(iii) where the transfer is by operation of law.

Switzerland

The common stock may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange, or the SIX, or on any other stock exchange
or regulated trading facility in Switzerland. This document has been prepared without regard to the disclosure standards for issuance prospectuses under
 

170



Table of Contents

art. 652a or art. 1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the
listing rules of any other stock exchange or regulated trading facility in Switzerland. Neither this document nor any other offering or marketing material
relating to the shares of common stock or the offering may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, or the common stock have been or will be filed with or approved
by any Swiss regulatory authority. In particular, this document will not be filed with, and the offer of common stock will not be supervised by, the Swiss
Financial Market Supervisory Authority, and the offer of shares of common stock has not been and will not be authorized under the Swiss Federal Act on
Collective Investment Schemes, or the CISA. Accordingly, no public distribution, offering or advertising, as defined in CISA, its implementing. ordinances
and notices, and no distribution to any non-qualified investor, as defined in CISA, its implementing ordinances and notices, shall be undertaken in or from
Switzerland, and the investor protection afforded to acquirers of interests in collective investment schemes under CISA does not extend to acquirers of
common stock.

United Arab Emirates

This offering has not been approved or licensed by the Central Bank of the United Arab Emirates, or the UAE, Securities and Commodities Authority of the
UAE and/or any other relevant licensing authority in the UAE including any licensing authority incorporated under the laws and regulations of any of the
free zones established and operating in the territory of the UAE, in particular the Dubai Financial Services Authority, or the DFSA, a regulatory authority of
the Dubai International Financial Centre, or the DIFC. The offering does not constitute a public offer of securities in the UAE, DIFC and/or any other free
zone in accordance with the Commercial Companies Law, Federal Law No 8 of 1984 (as amended), DFSA Offered Securities Rules and NASDAQ Dubai
Listing Rules, accordingly, or otherwise. The shares of common stock may not be offered to the public in the UAE and/or any of the free zones.

The shares of common stock may be offered and issued only to a limited number of investors in the UAE or any of its free zones who qualify as
sophisticated investors under the relevant laws and regulations of the UAE or the free zone concerned.

France

This prospectus (including any amendment, supplement or replacement thereto) is not being distributed in the context of a public offering in France within
the meaning of Article L. 411-1 of the French Monetary and Financial Code (Code monétaire et financier).

This prospectus has not been and will not be submitted to the French Autorité des marchés financiers, or the AMF, for approval in France and accordingly
may not and will not be distributed to the public in France.

Pursuant to Article 211-3 of the AMF General Regulation, French residents are hereby informed that:

1. the transaction does not require a prospectus to be submitted for approval to the AMF;

2. persons or entities referred to in Point 2°, Section II of Article L. 411-2 of the Monetary and Financial Code may take part in the transaction solely for
their own account, as provided in Articles D. 411-1, D. 734-1, D. 744-1, D. 754-1 and D. 764-1 of the Monetary and Financial Code; and

3. the financial instruments thus acquired cannot be distributed directly or indirectly to the public otherwise than in accordance with Articles L. 411-1, L.
411-2, L. 412-1 and L. 621-8 to L. 621-8-3 of the Monetary and Financial Code.
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This prospectus is not to be further distributed or reproduced (in whole or in part) in France by the recipients of this prospectus. This prospectus has been
distributed on the understanding that such recipients will only participate in the issue or sale of our common stock for their own account and undertake not
to transfer, directly or indirectly, our common stock to the public in France, other than in compliance with all applicable laws and regulations and in
particular with Articles L. 411-1 and L. 411-2 of the French Monetary and Financial Code.

LEGAL MATTERS

The validity of the shares of common stock offered hereby will be passed upon for us by Cooley LLP, New York, New York. Certain legal matters will be
passed upon for the underwriters by Latham & Watkins, LLP, Costa Mesa, California.

EXPERTS

The financial statements of Neuronetics, Inc. as of December 31, 2016 and 2017, and for the years then ended, have been included herein and in the
registration statement in reliance upon the report of KPMG LLP, an independent registered public accounting firm, appearing elsewhere herein, and upon
the authority of said firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement on Form S-1 under the Securities Act, with respect to the shares of common stock being offered by this
prospectus. This prospectus, which constitutes part of the registration statement, does not contain all of the information in the registration statement and its
exhibits. For further information with respect to our company and the common stock offered by this prospectus, we refer you to the registration statement
and its exhibits. Statements contained in this prospectus as to the contents of any contract or any other document referred to are not necessarily complete,
and in each instance, we refer you to the copy of the contract or other document filed as an exhibit to the registration statement. Each of these statements is
qualified in all respects by this reference.

You can read our SEC filings, including the registration statement, over the internet at the SEC’s website at www.sec.gov. You may also read and copy any
document we file with the SEC at its public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You may also obtain copies of these
documents at prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the operation of the public reference facilities.

Upon completion of this offering, we will be subject to the information reporting requirements of the Exchange Act, and we will file reports, proxy
statements and other information with the SEC. These reports, proxy statements and other information will be available for inspection and copying at the
public reference room and website of the SEC referred to above. We also maintain a website at www.neurostar.com, at which you may access these materials
free of charge as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC. The information contained in, or that can be
accessed through, our website is not part of, and is not incorporated into, this prospectus.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors
Neuronetics, Inc.:

Opinion on the Financial Statements

We have audited the accompanying balance sheets of Neuronetics, Inc. (the Company) as of December 31, 2016 and 2017, the related statements of
operations, changes in convertible preferred stock and stockholders’ deficit, and cash flows for the years then ended, and the related notes (collectively, the
financial statements). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2016 and 2017, and the results of its operations and its cash flows for the years then ended, in conformity with U.S. generally accepted
accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB and auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement,
whether due to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ KPMG LLP

We have served as the Company’s auditor since 2003.

Philadelphia, Pennsylvania
March 16, 2018
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NEURONETICS, INC.

Balance Sheets
(in thousands, except per share data)

 

   December 31,   
December 31,

2017
Pro forma

(Unaudited)     2016   2017   
Assets     

Current assets:     
Cash and cash equivalents   $ 17,040  $ 29,147  $ 29,147 
Accounts receivable, net    3,577   4,267   4,267 
Inventory    1,696   2,468   2,468 
Prepaid expenses and other current assets    607   1,123   1,123 

    
 

   
 

   
 

Total current assets    22,920   37,005   37,005 
    

 
   

 
   

 

Property and equipment, net    1,628   1,359   1,359 
Other assets    250   574   574 

    
 

   
 

   
 

Total Assets   $ 24,798  $ 38,938  $ 38,938 
    

 

   

 

   

 

Liabilities, Convertible Preferred Stock and Stockholders’ Deficit     

Current liabilities:     
Accounts payable   $ 1,483  $ 2,513  $ 2,513 
Accrued expenses    6,034   7,511   7,511 
Deferred revenue    1,330   1,970   1,970 
Current portion of long-term debt, net    4,491   —     —   

    
 

   
 

   
 

Total current liabilities    13,338   11,994   11,994 
    

 
   

 
   

 

Long-term debt, net    15,647   29,556   29,556 
Deferred revenue    —     2,275   2,275 
Convertible preferred stock warrant liability    459   478   —   
Deferred rent    167   151   151 

    
 

   
 

   
 

Total Liabilities    29,611   44,454   43,976 
    

 
   

 
   

 

Commitments (Note 15)     
Convertible preferred stock, $0.01 par value: actual: 308,593 shares authorized, issuable in

series; 264,374 and 304,958 shares issued and outstanding at December 31, 2016 and 2017,
respectively; aggregate liquidation value of $ 108,324 at December 31, 2017; pro forma: no
shares authorized, issued or outstanding and no liquidation value at December 31, 2017    172,311   187,136   —   

    
 

   
 

   
 

Stockholders’ deficit:     
Preferred stock, $0.01 par value: actual: no shares authorized, issued or outstanding at

December 31, 2016 and 2017; pro forma:             shares authorized; no shares issued or
outstanding at December 31, 2017    —     —     —   

Common stock, $0.01 par value: actual: 407,024 shares authorized; 5,434 and 6,713 shares
issued and outstanding at December 31, 2016 and 2017, respectively; pro
forma:             shares authorized; 325,390 shares issued and outstanding at
December 31, 2017    54   67   3,254 

Additional paid-in capital    3,709   4,227   188,654 
Accumulated deficit    (180,887)   (196,946)   (196,946) 

    
 

   
 

   
 

Total Stockholder’s Deficit    (177,124)   (192,652)   (5,038) 
    

 
   

 
   

 

Total Liabilities, Convertible Preferred Stock and Stockholders’ Deficit   $ 24,798  $ 38,938  $ 38,938 
    

 

   

 

   

 

The accompanying notes are an integral part of these financial statements.
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NEURONETICS, INC.

Statements of Operations
(in thousands, except per share data)

 
   Years ended December 31,  
   2016   2017  
Revenues   $ 34,228  $ 40,433 
Cost of revenues    6,622   9,632 

    
 

   
 

Gross Profit    27,606   30,801 
    

 
   

 

Operating expenses:    
Sales and marketing    21,794   27,900 
General and administrative    6,926   8,572 
Research and development    8,223   7,937 

    
 

   
 

Total operating expenses    36,943   44,409 
    

 
   

 

Loss from Operations    (9,337)   (13,608) 
    

 
   

 

Other (income) expense:    
Interest expense    1,835   2,808 
Other (income) expense, net    62   (357) 

    
 

   
 

Net Loss   $ (11,234)  $ (16,059) 
    

 

   

 

Net loss per share of common stock outstanding, basic and diluted   $ (2.65)  $ (2.97) 
    

 

   

 

Weighted-average common shares outstanding, basic and diluted    4,246   5,401 
    

 

   

 

Pro forma net loss per share of common stock outstanding, basic and diluted (unaudited)    $ (0.05) 
     

 

Pro forma weighted-average common shares outstanding, basic and diluted (unaudited)     307,288 
     

 

The accompanying notes are an integral part of these financial statements.
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NEURONETICS, INC.

Statements of Changes in Convertible Preferred Stock and Stockholders’ Deficit
(in thousands)

 

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-in
Capital  

 Accumulated
Deficit  

 
Total

Stockholders’
Deficit    Shares   Amount   Shares   Amount    

Balance at December 31, 2015   264,374  $ 172,311   3,661  $ 37  $ 3,498  $ (169,653)  $ (166,118) 
Issuance of restricted stock awards   —     —     1,227   12   (12)   —     —   
Exercises of stock options   —     —     546   5   62   —     67 
Share-based compensation expense   —     —     —     —     161   —     161 
Net loss   —     —     —     —     —     (11,234)   (11,234) 

   
 

       
 

   
 

   
 

   
 

   
 

Balance at December 31, 2016   264,374   172,311   5,434   54   3,709   (180,887)   (177,124) 
   

 
       

 
   

 
   

 
   

 
   

 

Issuance of Series G convertible preferred stock, net of
issuance costs of $175   40,584   14,825   —     —     —     —     —   

Issuance of restricted stock awards   —     —     317   3   (3)   —     —   
Exercises of stock options   —     —     962   10   25   —     35 
Share-based compensation expense   —     —     —     —     496   —     496 
Net loss   —     —     —     —     —     (16,059)   (16,059) 

   
 

       
 

   
 

   
 

   
 

   
 

Balance at December 31, 2017   304,958  $187,136   6,713  $ 67  $ 4,227  $ (196,946)  $ (192,652) 
   

 

       

 

   

 

   

 

   

 

   

 

The accompanying notes are an integral part of these financial statements.
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NEURONETICS, INC.

Statements of Cash Flows
(in thousands)

 
   Years ended December 31,  
   2016   2017  
Cash Flows from Operating Activities:    

Net loss   $ (11,234)  $ (16,059) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation and amortization    673   596 
Share-based compensation    161   496 
Non-cash interest expense    391   722 
Change in fair value of convertible preferred stock warrant liability    108   (271) 
Cost of rental units purchased by customers    15   216 
Changes in certain assets and liabilities:    

Accounts receivable, net    (123)   (690) 
Inventory    (646)   (1,068) 
Prepaid expenses and other assets    (156)   (175) 
Accounts payable    734   788 
Accrued expenses    1,201   1,391 
Deferred revenue    363   2,915 
Deferred rent    (28)   (5) 

    
 

   
 

Net Cash Used in Operating Activities    (8,541)   (11,144) 
    

 
   

 

Cash Flows from Investing Activities:    
Purchases of property and equipment and capitalized software    (324)   (594) 

    
 

   
 

Net Cash Used in Investing Activities    (324)   (594) 
    

 
   

 

Cash Flows from Financing Activities:    
Proceeds from issuance of Series G convertible preferred stock, net    —     14,825 
Borrowings under credit facilities    5,000   10,000 
Payments of debt issuance costs    (171)   (1,015) 
Proceeds from exercises of stock options    67   35 

    
 

   
 

Net Cash Provided by Financing Activities    4,896   23,845 
    

 
   

 

Net (Decrease) Increase in Cash and Cash Equivalents    (3,969)   12,107 
Cash and Cash Equivalents, Beginning of Year    21,009   17,040 

    
 

   
 

Cash and Cash Equivalents, End of Year   $ 17,040  $ 29,147 
    

 

   

 

Supplemental disclosure of cash flow information:    
Cash paid for interest   $ 1,406  $ 2,043 
Transfer of inventory to property and equipment   $ (531)  $ (296) 

Supplemental disclosure of non-cash financing activities:    
Allocation of proceeds from debt financing to convertible preferred stock warrant liability   $ 135  $ 290 
Deferred initial public offering costs included in accounts payable and accrued expenses   $ —    $ 55 

The accompanying notes are an integral part of these financial statements.
 

F-6



Table of Contents

NEURONETICS, INC.

Notes to Financial Statements
 
1. DESCRIPTION OF BUSINESS

Neuronetics, Inc., or the Company, is a commercial stage medical technology company focused on designing, developing and marketing products that
improve the quality of life for patients who suffer from psychiatric disorders. The Company’s first commercial product, the NeuroStar Advanced Therapy
System, is a non-invasive and non-systemic office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength
magnetic field that induces electrical currents designed to stimulate specific areas of the brain associated with mood. The system was cleared in 2008 by the
United States Food and Drug Administration (FDA) to treat adult patients with major depressive disorder, or MDD, that have failed to achieve satisfactory
improvement from prior antidepressant medication in the current episode. The Company intends to continue to pursue development of its NeuroStar
Advanced Therapy for additional indications.

Liquidity

As of December 31, 2017, the Company had cash and cash equivalents of $29.1 million and an accumulated deficit of $196.9 million. The Company has
incurred negative cash flows from operating activities of $8.5 million and $11.1 million for the years ended December 31, 2016 and 2017, respectively. The
Company has incurred operating losses since its inception, and management anticipates that its operating losses will continue in the near term as the
Company seeks to expand its sales and marketing initiatives to support its growth into existing and new markets and invest in additional research and
development activities. The Company’s primary sources of capital to date have been from private placements of its convertible preferred securities,
borrowings under its credit facilities and sales of its products. As of December 31, 2017, the Company had $30.0 million of borrowings outstanding under
its credit facility, which matures March 2022 and has $5.0 million of additional availability, subject to the achievement of $45.0 million of trailing twelve
month revenues in 2018. Management believes that the Company’s cash and cash equivalents as of December 31, 2017, sales of its products and availability
of borrowing under its credit facility are sufficient to fund the Company’s operations at least into the second half of calendar year 2019.

Risks and Uncertainties

The Company’s ability to implement its business strategy is subject to numerous risks and uncertainties, including, but not limited to: uncertainty in the
Company’s ability to generate sufficient revenues from the commercialization of its products to achieve or sustain profitability; the need to raise additional
capital to fund the Company’s existing commercial operations, development and commercialization of new products and expansion of its operations;
uncertainty with regard to competitors’ development of competing products and technologies; uncertainty with regard to adoption and use of TMS therapy
by physicians and patients; comprehensive government regulation and oversight both in the United States and abroad; reliance on coverage and
reimbursement from third-party payers for treatments using the Company’s products; the Company has limited experience in marketing and selling its
products; and the Company relies significantly on technology to deliver treatments with its products.
 
2. BASIS OF PRESENTATION

The accompanying financial statements have been prepared in accordance with accounting principles generally accepted in the United States (GAAP). Any
reference in these notes to applicable guidance is meant to refer to GAAP as found in the Accounting Standards Codification (ASC) and Accounting
Standards Updates (ASU) promulgated by the Financial Accounting Standards Board (FASB).
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NEURONETICS, INC.

Notes to Financial Statements—(Continued)
 
Use of Estimates

The preparation of financial statements in accordance with GAAP and the rules and regulations of the United States Securities and Exchange Commission
(SEC) requires the use of estimates and assumptions, based on judgments considered reasonable, which affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. The Company bases its estimates and assumptions on historical experience, known trends and events and various other factors that
management believes to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of assets
and liabilities that are not readily apparent from other sources. Although management believes its estimates and assumptions are reasonable when made,
they are based upon information available at the time they are made. Management evaluates the estimates and assumptions on an ongoing basis and, if
necessary, makes adjustments. Due to the risks and uncertainties involved in the Company’s business and evolving market conditions, and given the
subjective element of the estimates and assumptions made, actual results may differ from estimated results. The most significant estimates and judgments
impact share-based compensation, convertible preferred stock warrants, product warranty accruals and the net realizable value of inventory.

Unaudited Pro Forma Financial Information

Immediately prior to the closing of an initial public offering, all of the Company’s outstanding convertible preferred stock will automatically convert into
common stock. The unaudited pro forma balance sheet as of December 31, 2017 assumes (i) the conversion of all outstanding convertible preferred stock as
of December 31, 2017, into an aggregate of 318.7 million shares of common stock and (ii) the reclassification of the $0.5 million convertible preferred stock
warrant liability to additional paid-in capital upon the automatic conversion convertible preferred stock warrants into common stock warrants. In the
statements of operations, unaudited pro forma basic and diluted net loss per share of common stock outstanding has been prepared to give effect to the
automatic conversion of all outstanding shares of convertible preferred stock as if this proposed initial public offering had occurred on the later of the
beginning of the reporting period or the issuance date of the convertible preferred stock.
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original maturity of three months or less to be cash equivalents. As of
December 31, 2016 and 2017, cash equivalents consisted of money market funds.

Concentrations of Credit Risk

The Company’s cash is held on deposit in demand accounts at a large financial institution in amounts in excess of the Federal Deposit Insurance
Corporation, or FDIC, insurance coverage limit of $250,000 per depositor, per FDIC-insured bank, per ownership category. Management has reviewed the
financial statements of this institution and believes it has sufficient assets and liquidity to conduct its operations in the ordinary course of business with little
or no credit risk to the Company.

Financial instruments that potentially subject the Company to concentrations of credit risk principally consist of cash equivalents and accounts receivable.
The Company limits its credit risk associated with
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cash equivalents by placing investments in highly-rated money market funds. The Company limits its credit risk with respect to accounts receivable by
performing credit evaluations when deemed necessary, but it does not require collateral to secure amounts owed by its customers.

Allowance for Doubtful Accounts

The Company maintains allowances for doubtful accounts for estimated losses resulting from amounts deemed to be uncollectible from its customers. These
allowances are for specific amounts on certain customer accounts based on facts and circumstances determined on a case-by-case basis.

Inventory

Inventory is stated at the lower of cost and net realizable value, with cost being determined on a first in, first out basis. The Company’s inventory is
primarily comprised of finished goods.

Property and Equipment

Property and equipment are recorded at cost. Maintenance and repairs are charged to expense as incurred and costs of improvements and renewals are
capitalized. Depreciation and amortization are recognized using the straight-line method based on the estimated useful lives of the related assets. The
Company uses an estimated useful life of three years for computers and software, five years for laboratory and office equipment, six years for devices in the
rental agreement program and the lesser of five years or the remaining life of the underlying facility lease for leasehold improvements.

Software development costs relating to assets to be sold in the normal course of business are included in research and development and are expensed as
incurred until technological feasibility is established. After technological feasibility is established, material software development costs are capitalized. As
of December 31, 2017, the Company had capitalized software costs of $0.4 million which are included in “Other assets” on the balance sheet.

Impairment of Long-Lived Assets

Long-lived assets, such as property and equipment, are tested for impairment when events or changes in circumstances indicate that the carrying value of the
asset may not be recoverable. Impairment testing requires management to estimate the future net undiscounted cash flows of an asset using assumptions
believed to be reasonable. Actual cash flows may differ from the estimates used in the impairment testing. If such assets are considered to be impaired, the
Company recognizes an impairment loss when and to the extent that the estimated fair value of an asset is less than its carrying value. The Company has not
recorded any impairment of its long-lived assets.

Warrant Liability

The Company’s current and previous credit facilities require the issuance of warrants to purchase the Company’s convertible preferred stock at the date of
borrowing. Because the convertible preferred stock warrants are a form of a contingently redeemable instrument, they are classified as liabilities on the
Company’s balance sheet. At the date of borrowing, the Company bifurcates the estimated fair value of the convertible preferred stock warrants from the
proceeds from borrowing, resulting in the recognition of a debt discount, and records a warrant liability on its balance sheet. This warrant liability is
revalued at each reporting period, with changes in fair value recorded in the Company’s statement of operations as a component of other income or expense.
The warrants will continue to be revalued at each reporting period until such time as they are exercised, expire, are reclassified to permanent equity or are
otherwise
 

F-9



Table of Contents

NEURONETICS, INC.

Notes to Financial Statements—(Continued)
 
settled. The valuation of the warrant liability is based upon estimates of the fair value of the underlying convertible preferred stock and the related volatility
and expected term for an illiquid instrument, which could vary significantly from period to period.

Immediately prior to the closing of an initial public offering in which all of the Company’s outstanding convertible preferred stock converts to common
stock, all of the Company’s outstanding convertible preferred stock warrants will automatically convert into common stock warrants. At such time, the
warrant liability will be remeasured at its estimated fair value and reclassified to additional paid-in capital on the Company’s balance sheet. Upon
reclassification into equity, the Company will cease mark-to-market accounting activities.

Deferred Debt Issuance Costs

The Company capitalizes direct costs incurred to obtain debt financing and amortizes these costs to interest expense over the term of the debt using the
effective interest method. These costs are recorded as a debt discount and the unamortized costs are netted against the related debt on the Company’s
balance sheet.

Revenue Recognition

Revenue is recognized when title and risk of ownership has been transferred, provided that persuasive evidence of an arrangement exists, the price is fixed
and determinable and collectability is reasonably assured. Transfer of title and risk of ownership occurs when the product is shipped or transferred to the
customer. The Company sells to end users in the United States and to third-party distributors outside the United States and does not provide return rights.
Sales to distributors outside the United States are in U.S. dollars.

The Company generates revenue from sales of NeuroStar Advanced Therapy Systems and treatment sessions. NeuroStar Advanced Therapy System revenue
consists primarily of a capital component, including updates to the equipment, attributable to the initial sale of the NeuroStar system unit. NeuroStar
Advanced Therapy Systems can be purchased outright or on a rent-to-own basis by certain customers. Treatment session revenue primarily includes sales of
NeuroStar treatment sessions and SenStar treatment links. The NeuroStar treatment sessions are access codes delivered electronically in the United States.
The SenStar treatment links are disposable units containing single-use access codes that are sold and used outside the United States. Access codes are
purchased separately by customers, primarily on an as-needed basis, and are required by the NeuroStar Advanced Therapy System in order to deliver the
treatment sessions.

The Company’s NeuroStar Advanced Therapy System sales in the United States typically have post-sale obligations of installation and training. These
obligations are fulfilled after product shipment, and the Company defers recognizing revenue until installation occurs. In accordance with the accounting
guidance related to multiple element arrangements, the Company defers the fair value attributable to the post-shipment training and recognizes such revenue
when the obligation is fulfilled. The Company bases the fair value of the training using stand-alone service rates. The Company’s sales to its third-party
distributors outside the United States do not have these post-sale obligations. The Company’s treatment sessions have no post-sale obligations and no return
rights. Revenues on the sales of treatment sessions are recognized upon delivery. Revenue related to operating leases for the Company’s NeuroStar
Advanced Therapy System is recognized over the term of the lease. Revenue attributable to the NeuroStar Advanced Therapy Systems purchased on a rent-
to-own basis are accounted for as operating leases and revenue is recognized on a straight-line basis over the term of the lease.
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The Company provides a one to two-year warranty for systems sold in the United States. Terms of product warranty differ amongst its third-party
distributors outside the United States, but are generally three years or less. The Company provides for the estimated cost to repair or replace products under
any warranty at the time of sale. The Company also offers its customers in the United States annual service contracts. Revenue from the sale of annual
service contracts is recognized on a straight-line basis over the period of the applicable contract. The Company also earns revenue from customers from
services outside of their warranty term or annual service contracts. Such service revenue is recognized as the services are provided.

Research and Development Expenses

Research and development activities are expensed as incurred. Costs incurred in obtaining technology licenses are charged immediately to research and
development expense if the technology licensed has not reached technological feasibility and has no alternative future uses.

Share-based Compensation

The Company recognizes the grant-date fair value of share-based awards issued as compensation as expense on a straight-line basis over the requisite
service period, which is generally the vesting period of the award. To date, the Company has not issued awards where vesting is subject to performance or
market conditions. The fair value of restricted stock awards is based on a determination by the board of directors of the estimated fair value of the common
stock at the date of grant. The fair value of stock options is estimated at the time of grant using the Black-Scholes option pricing model, which requires the
use of inputs and assumptions such as the estimated fair value of the underlying common stock, exercise price of the option, expected term, risk-free interest
rate, expected volatility and dividend yield, the most critical of which is the estimated fair value of the Company’s common stock.

The estimated fair value of each grant of stock options awarded during the years ended December 31, 2016 and 2017 was determined using the following
methods and assumptions:
 

 

•  Estimated Fair Value of Common Stock.    As the Company’s common stock has not historically been publicly traded, its board of
directors periodically estimated the fair value of the Company’s common stock considering, among other things, contemporaneous
valuations of its preferred and common stock prepared by an unrelated third-party valuation firm in accordance with the guidance provided
by the American Institute of Certified Public Accountants 2013 Practice Aid, Valuation of Privately-Held-Company Equity Securities
Issued as Compensation.

 

 

•  Expected Term.    Due to the lack of a public market for the trading of the Company’s common stock and the lack of sufficient company-
specific historical data, the expected term of employee stock options is determined using the “simplified” method, as prescribed in SEC
Staff Accounting Bulletin (SAB) No. 107 (SAB 107), whereby the expected life equals the arithmetic average of the vesting term and the
original contractual term of the option. The expected term of nonemployee stock options is equal to the contractual term.

 

 
•  Risk-free Interest Rate.    The risk-free interest rate is based on the interest rate payable on United States Treasury securities in effect at the

time of grant for a period that is commensurate with the assumed expected term.
 

 
•  Expected Volatility.    The expected volatility is based on historical volatilities of peer companies within the Company’s industry which

were commensurate with the expected term assumption, as described in SAB 107.
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•  Dividend Yield.    The dividend yield is 0% because the Company has never paid, and for the foreseeable future does not expect to pay, a

dividend on its common stock.

The inputs and assumptions used to estimate the fair value of share-based payment awards represent management’s best estimates and involve inherent
uncertainties and the application of management’s judgment. As a result, if factors change and management uses different inputs and assumptions, the
Company’s share-based compensation expense could be materially different for future awards.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss
and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in operations in the period that includes the enactment date. A valuation allowance is recorded to the extent it is more likely than not that some
portion or all of the deferred tax assets will not be realized.

Unrecognized income tax benefits represent income tax positions taken on income tax returns that have not been recognized in the Company’s financial
statements. The Company recognizes the benefit of an income tax position only if it is more likely than not that the tax position will be sustained upon tax
examination, based solely on the technical merits of the tax position. Otherwise, no benefit is recognized. The tax benefits recognized are measured based
on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement. Accrued interest and related penalties are classified
as income tax expense in the Company’s statements of operations, if applicable.

As of December 31, 2016 and 2017, the Company had deferred tax assets of $63.4 million and $47.3 million, respectively; these deferred tax assets are
primarily attributable to federal and state net operating loss carryforwards. Although the loss carryforwards are available to offset future taxable income,
they will begin to expire in 2020 for state and 2023 for federal. In addition, prior ownership changes may create a limitation in the Company’s ability to use
the net operating loss carryforwards for federal and state income tax purposes. These loss carryforwards have been fully offset by a valuation allowance
because management does not consider realization of these deferred tax assets to be more likely than not.

Corporate tax reform was enacted on December 22, 2017 and is effective for the Company for year ended December 31, 2017. The provisions of the
corporate tax reform did not have any impact to the Company due to the full valuation allowance position. As a result of the reduced corporate rate, the
Company’s deferred tax assets were revalued from 34% to 21%, which was fully offset by a reduction in the valuation allowance. In connection with the
corporate tax reform, the Medical Device Tax was suspended for another two years.
 
4. RECENT ACCOUNTING PRONOUNCEMENTS

JOBS Act Accounting Election

The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012. or the JOBS Act. Under the JOBS Act,
emerging growth companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as
those
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standards apply to private companies. The Company has elected to use this extended transition period for complying with new or revised accounting
standards that have different effective dates for public and private companies until the earlier of the date that it is (i) no longer an emerging growth company
or (ii) affirmatively and irrevocably opt out of the extended transition period provided in the JOBS Act. As a result, these financial statements may not be
comparable to companies that comply with the new or revised accounting pronouncements as of public company effective dates.

In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers” (Topic 606), regarding the accounting for and disclosures of
revenue recognition, with an effective date for public companies of annual and interim periods beginning after December 15, 2016. In July 2015, the FASB
issued ASU 2015-14, “Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date,” which deferred the effective date of the
previously issued revenue recognition guidance by one year. This guidance will be effective for public companies for annual and interim periods beginning
after December 15, 2017. For all other entities, including emerging growth companies, this standard is effective for annual reporting periods beginning after
December 15, 2018, and interim periods with annual periods beginning after December 15, 2019. Early adoption is permitted. This update provides a single
comprehensive model for accounting for revenue from contracts with customers. The model requires that revenue recognized reflect the actual consideration
to which the entity expects to be entitled in exchange for the goods or services defined in the contract, including in situations with multiple performance
obligations. In April 2016 and May 2016, the FASB issued ASU 2016-10, “Revenue from Contracts with Customers (Topic 606): Identifying Performance
Obligations and Licensing” and ASU 2016-12, “Revenue from Contracts with Customers (Topic 606): Narrow-Scope Improvements and Practical
Expedients,” respectively. Both of these updates provide improvements and clarification to the previously issued revenue recognition guidance. The new
standard can be adopted using one of two methods: the full retrospective method, which requires the standard to be applied to each prior period presented, or
the modified retrospective method, which requires the cumulative effect of adoption to be recognized as an adjustment to opening retained earnings in the
period of adoption. The new standard will result in additional revenue-related disclosures in the notes to the Company’s financial statements. The majority
of the Company’s revenue relates to the sales of NeuroStar Advanced Therapy Systems and treatment sessions to various customers. The Company is still
analyzing the impact of ASU 2014-09 on its financial statements and disclosures. The Company is also continuing to evaluate the impact on certain less
significant revenue streams. In addition, the new standard will require changes to the Company’s processes and controls to support additional disclosures,
and the Company is in the process of identifying and designing such changes to processes and controls to ensure readiness.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), with guidance regarding the accounting for and disclosure of leases. The update
requires lessees to recognize all leases, including operating leases, with a term greater than 12 months on the balance sheet. This update also requires lessees
and lessors to disclose key information about their leasing transactions. This guidance will be effective for public companies for annual and interim periods
beginning after December 15, 2018. For all other entities, including emerging growth companies, this standard is effective for annual reporting periods
beginning after December 15, 2019, and interim periods within annual periods beginning after December 15, 2020. Early adoption is permitted. The
Company is currently evaluating the effect that this guidance will have on its financial statements and related disclosures. The Company expects the
implementation of this standard to have an impact on its financial statements and related disclosures as its aggregate future minimum lease payments were
$1.7 million as of December 31, 2017 under its current non-cancelable office lease with an expiration date in 2021. The Company anticipates recognition on
its balance sheet of an additional asset and corresponding liability related to this lease.
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In March 2016, the FASB issued ASU 2016-09, Compensation—Stock Compensation (Topic 718): “Improvements to Employee Share-Based Payment
Accounting,” with guidance regarding the simplification of accounting for share-based payment award transactions. The update changes the accounting for
such areas as the accounting and cash flow classification for excess tax benefits and deficiencies; forfeitures; and tax withholding requirements and cash
flow classification. This guidance was effective for public companies for annual and interim periods beginning after December 15, 2016. The Company
adopted the new guidance effective January 1, 2017, and it did not have a material effect on its financial statements.

In May 2017, the FASB issued ASU 2017-09, Compensation—Stock Compensation (Topic 718): “Scope of Modification Accounting,” which provides
guidance about which changes to the terms or conditions of a share-based payment award require an entity to apply modification accounting in Topic 718.
This guidance will be effective for all entities for annual periods, and interim periods within those annual periods, beginning after December 15, 2017, with
early adoption permitted. The amendments in this ASU should be applied prospectively to an award modified on or after the adoption date. The Company
will adopt the new guidance effective January 1, 2018, and it is not expected to have a material effect on its financial statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): “Classification of Certain Cash Receipts and Cash Payments,” with
guidance intended to reduce the diversity in practice regarding how certain cash receipts and cash payments are presented and classified within the statement
of cash flows. The update addresses eight specific cash flow issues including: debt prepayment or debt extinguishment costs; the settlement of zero-coupon
debt instruments or other debt instruments with coupon interest rates that are insignificant in relation to the effective interest rate of the borrowing;
contingent consideration payments made after a business combination; proceeds from the settlement of insurance claims; proceeds from the settlement of
corporate-owned life insurance policies or bank-owned life insurance policies; distributions received from equity method investees; beneficial interests in
securitization transactions; and separately identifiable cash flows and application of the predominance principle. This guidance will be effective for public
companies for fiscal years beginning after December 15, 2017, and interim periods within those fiscal years. The Company will adopt the new guidance
effective January 1, 2018, and it is not expected to have a material effect on its financial statements.
 
5. FAIR VALUE MEASUREMENT AND FINANCIAL INSTRUMENTS

The carrying values of cash equivalents, accounts receivable, prepaids and other current assets, and accounts payable on the Company’s balance sheets
approximated their fair values as of December 31, 2016 and 2017 due to their short-term nature. The carrying values of the Company’s current and previous
credit facilities approximated their fair values as of December 31, 2016 and 2017 due to their variable interest rates.
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Certain of the Company’s financial instruments are measured at fair value using a three-level hierarchy that prioritizes the inputs used to measure fair value.
This hierarchy maximizes the use of observable inputs and minimizes the use of unobservable inputs. The three levels of inputs used to measure fair value
are as follows:
 

Level 1:   Inputs are quoted prices for identical instruments in active markets.

Level 2:
  

Inputs are quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not
active; or model-derived valuations whose inputs are observable or whose significant value drivers are observable.

Level 3:
  

Inputs are unobservable and reflect the Company’s own assumptions, based on the best information available, including the Company’s own
data.

The following tables set forth the carrying amounts and fair values of the Company’s financial instruments as of December 31, 2016 and 2017 (in
thousands):
 
  December 31, 2016  
        Fair Value Measurement Based on  

  
Carrying
Amount   

Fair
Value   

Quoted
Prices

In Active
Markets
(Level 1)   

Significant
other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)  

Assets      
Money market funds (cash equivalents)  $16,375  $16,375  $16,375  $ —    $ —   

Liabilities      
Convertible preferred stock warrant liability  $ 459  $ 459  $ —    $ —    $ 459 
 
  December 31, 2017  
        Fair Value Measurement Based on  

  
Carrying
Amount   

Fair
Value   

Quoted
Prices In

Active
Markets
(Level 1)   

Significant
other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)  

Assets      
Money market funds (cash equivalents)  $11,149  $11,149  $11,149  $ —    $ —   

Liabilities      
Convertible preferred stock warrant liability  $ 478  $ 478  $ —    $ —    $ 478 
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Significant changes in the estimated fair value of the Company’s convertible preferred stock will significantly impact the valuation of the convertible
preferred stock warrant liability. The fair value of the convertible preferred stock warrant liability was estimated using the Black-Scholes option pricing
model and the following inputs and assumptions as of December 31, 2016 and 2017:
 

   December 31,
   2016   2017
   Series E   Series F   Series E   Series F
Estimated fair value of convertible preferred stock   $0.52   $0.51   $0.33   $0.38
Exercise price   $0.6746   $0.3356   $0.6746   $0.3356
Remaining term (in years)   6.0   4.1-6.7   5.0   3.1-7.0
Risk-free interest rate   2.1%   1.7%-2.2%   2.2%   2.0%-2.3%
Expected volatility   39%   38%-40%   43%   43%-44%
Dividend yield   0%   0%   0%   0%

The following table presents the changes in Level 3 instruments measured on a recurring basis for the years ended December 31, 2016 and 2017 (in
thousands):
 

Balance at December 31, 2015   $ 216 
Issuance of warrants    135 
Change in fair value    108 

    
 

Balance at December 31, 2016    459 
    

 

Issuance of warrants    290 
Change in fair value    (271) 

    
 

Balance at December 31, 2017   $ 478 
    

 

 
6. ACCOUNTS RECEIVABLE

The following table presents the composition of accounts receivable, net as of December 31, 2016 and 2017 (in thousands):
 

   December 31,  
   2016   2017  
Gross accounts receivable—trade   $3,920  $4,684 
Less: Allowances for doubtful accounts    (343)   (417) 

    
 

   
 

Accounts receivable, net   $3,577  $4,267 
    

 

   

 

Bad debt expense was $0.1 million for each of the years ended December 31, 2016 and 2017. The following table presents a rollforward of the allowance
for doubtful accounts (in thousands):
 

   

Balance at
Beginning
of Period   

Bad Debt
Expense

Recognized  

Write-offs  of
Uncollectible

Balances    

Balance
at End of

Period  
Year ended December 31, 2016   $ (274)   (75)   6   $ (343) 
Year ended December 31, 2017   $ (343)   (116)   42   $ (417) 
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7. PROPERTY AND EQUIPMENT

The following table presents the composition of property and equipment, net as of December 31, 2016 and 2017 (in thousands):
 

   December 31,  
   2016   2017  
Laboratory equipment   $ 150  $ 150 
Office equipment    542   487 
Computer equipment and software    431   680 
Manufacturing equipment    273   273 
Leasehold improvements    153   153 
Rental equipment    1,743   1,447 

    
 

   
 

Property and equipment, gross    3,292   3,190 
Less: Accumulated depreciation    (1,664)   (1,831) 

    
 

   
 

Property and equipment, net   $ 1,628  $ 1,359 
    

 

   

 

Depreciation expense was $0.7 million and $0.6 million for the years ended December 31, 2016 and 2017, respectively.
 
8. ACCRUED EXPENSES

The following table presents the composition of accrued expenses as of December 31, 2016 and 2017 (in thousands):
 

   December 31,  
   2016    2017  
Compensation and related benefits   $3,361   $4,465 
Consulting and professional fees    453    461 
Research and development expenses    751    497 
Sales and marketing expenses    455    620 
Warranty    184    570 
Sales tax payable    308    322 
Interest payable    146    188 
Other    376    388 

    
 

    
 

Accrued expenses   $6,034   $ 7,511 
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9. DEBT

The following table presents the composition of debt as of December 31, 2016 and 2017 (in thousands):
 

   December 31,  
   2016   2017  
Outstanding principal   $20,000  $30,000 
Accrued final payment fees    682   940 
Less debt discounts    (544)   (1,384) 

    
 

   
 

Total long-term debt, net    20,138   29,556 
    

 
   

 

Less current portion of long-term debt, net    (4,491)   —   
    

 
   

 

Long-term debt, net   $15,647  $29,556 
    

 

   

 

Current $35.0 Million Credit Facility

In March 2017, the Company entered into a new loan and security agreement with Oxford Finance LLC, or Oxford, for a credit facility that replaced its
previous $25.0 million credit facility with Oxford and which allows it to borrow up to $35.0 million in three tranches of term loans: a Term A Loan in the
amount of $25.0 million, which was drawn down immediately upon closing in March 2017, a Term B Loan in the amount of $5.0 million, which was drawn
down in December 2017, and a Term C Loan in the amount of $5.0 million, which will become available to the Company upon the achievement of $45.0
million of trailing twelve month revenues in 2018. Each term loan accrues interest from the date of borrowing through the date of repayment at a floating
per annum rate of interest, which resets monthly and is equal to the greater of 8.15% or the 30 day U.S. LIBOR rate on the last business day of the month
plus 7.38%. The Company is also required to issue to Oxford at the date of each borrowing warrants to purchase its Series F or later series of convertible
preferred stock or, if it is a public company at the date of borrowing, warrants to purchase its common stock, with a seven year term and in an amount equal
to 3.95% of the first $5.0 million of each tranche borrowed. The credit facility matures and all amounts borrowed thereunder are due on March 1, 2022. As
of December 31, 2017, the Company had borrowed and had outstanding an aggregate of $30.0 million of principal under the credit facility.

The Term A Loan features an interest-only period through March 2019, during which time the Company is required to make monthly interest payments,
after which time the Company is required to make monthly payments of principal and interest based on a 36-month amortization schedule. However, if
$45.0 million of trailing twelve month revenues is achieved in 2018, the interest-only period can be extended for an additional 12 months through March
2020 and the amortization period then becomes 24 months. In connection with the drawdown of the Term A Loan, the Company issued to the lender
warrants to purchase 588,498 shares of its Series F convertible preferred stock, which have an exercise price of $0.3356 per share and which expire in
March 2024.

The Term B Loan features an interest-only period through March 2019, during which time the Company is required to make monthly interest payments,
after which time the Company is required to make monthly payments of principal and interest based on a 36-month amortization schedule. However, if
$45.0 million of trailing twelve month revenues is achieved in 2018, then the interest-only period can be extended for an additional 12 months through
March 2020 and the amortization period then becomes 24 months. In connection with the drawdown of the Term B Loan, the Company issued to the lender
warrants to purchase 588,498 shares of its Series F convertible preferred stock, which have an exercise price of $0.3356 per share and which expire in
December 2024.
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In addition to principal and interest payments due under the credit facility, the Company is required to make final payment fees to the lender due upon the
earlier of prepayment or maturity of each tranche, which are equal to 8%, 7% and 6.5% of the principal amounts of the Term A, Term B and Term C Loans,
respectively, except that if the interest-only periods on the Term A and Term B Loans are extended then the final payment fees increase to 8.5%, 7.5% and
7% of the principal amounts of the Term A, Term B and Term C Loans, respectively. The Company accrues the estimated final payment fees using the
effective interest rate, with a charge to non-cash interest expense, over the term of borrowing for each tranche. As of December 31, 2017, the effective
interest rates for the Term A and Term B Loans were 10.7% and 11.6%, respectively. If the Company prepays its term loans prior to their respective
scheduled maturities, it will also be required to make prepayment fees to the lender equal to 3% if prepaid on or before the first anniversary of funding, 2%
if prepaid after the first and on or before the second anniversary of funding or 1% if prepaid after the second anniversary of funding of the principal amounts
borrowed.

The Company’s obligations under the credit facility are secured by a first priority security interest in substantially all of its assets, other than its intellectual
property. The Company has agreed not to pledge or otherwise encumber any of its intellectual property. The loan and security agreement related to the credit
facility includes a financial maintenance covenant that requires the Company to achieve at least 75% of its trailing 12-month forecasted revenues, as
measured each month in accordance with a forecast that the Company provided to Oxford upon signing the agreement and future forecasts that the
Company is required to deliver to the lenders each year for the life of the credit facility, as well as customary affirmative and negative covenants. The
Company was in compliance with all of the covenants under its credit facility as of December 31, 2017.

The loan and security agreement related to the credit facility contains events of default, including, without limitation, events of default upon: (i) failure to
make payment pursuant to the terms of the agreement; (ii) violation of covenants; (iii) material adverse changes to the Company’s business; (iv) attachment
or levy on the Company’s assets or judicial restraint on its business; (v) insolvency; (vi) significant judgments, orders or decrees for payments by the
Company not covered by insurance; (vii) incorrectness of representations and warranties; (viii) incurrence of subordinated debt; (ix) revocation of
governmental approvals necessary for the Company to conduct its business; and (x) failure by the Company to maintain a valid and perfected lien on the
collateral securing the borrowing.

Based on a 36-month amortization of the outstanding principal amounts of the Term A and Term B Loans beginning on April 1, 2019 as discussed above,
the following table sets forth by year the Company’s required future principal payments (in thousands):
 

Year:   
Principal
Payments 

2018   $ —   
2019    7,500 
2020    10,000 
2021    10,000 
2022    2,500 

    
 

Total principal payments   $30,000 
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Previous $25.0 Million Credit Facility

Prior to March 2017, the Company had a $25.0 million credit facility in place with Oxford, which it entered into in February 2014 and which allowed it to
borrow up to $25.0 million in three tranches of term loans: a Term A Loan in the amount of $15.0 million, a Term B Loan in the amount of $5.0 million and
a Term C Loan in the amount of $5.0 million, which was never drawn down. Each term loan accrued interest at per annum rates ranging from 8.5% to 8.9%.
This facility featured an interest-only period on all tranches through March 2017, and the Company was also required to issue convertible preferred stock
warrants to the lender at the time of borrowing of each tranche.

In addition to principal and interest payments due under the previous $25.0 million credit facility, the Company was required to make final payment fees to
the lender upon the earlier of prepayment or maturity and equal to 8.5% and 4.7% of the principal amounts of the Term A and Term B Loans, respectively.
The Company accrued final payment fees using the effective interest rate, with a charge to non-cash interest expense, over the term of borrowing and until
its entry into the current credit facility in March 2017, at which time the Company paid the lender $1.0 million in satisfaction of all final payment fee
liabilities due under the prior credit facility. As of December 31, 2016, the effective interest rates for the previous Term A and Term B Loans were 10.4%
and 11.6%, respectively.

Management evaluated whether the current credit facility entered into in March 2017 represented a debt modification or extinguishment in accordance with
ASC 470-50, Debt—Modifications and Extinguishments. Upon determining that the change in cash flows between the previous and current credit facilities
was not greater than 10%, management accounted for the transaction as a debt modification. As of March 2017, the unamortized balance of deferred debt
issuance costs incurred in connection with the $25.0 million credit facility, and certain additional deferred debt issuance costs incurred in connection with
entry into the current credit facility, are being amortized to interest expense through March 2022 utilizing the effective interest method.

For the year ended December 31, 2016, the Company recognized interest expense of $1.8 million, of which $1.4 million was cash and $0.4 million was non-
cash interest expense related to the amortization of deferred debt issuance costs and accrual of final payment fees. For the year ended December 31, 2017,
the Company recognized interest expense of $2.8 million, of which $2.1 million was cash and $0.7 million was non-cash interest expense related to the
amortization of deferred debt issuance costs and accrual of final payment fees.
 
10. CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ DEFICIT

Common Stock

In June 2017, the Company amended its certificate of incorporation to increase the number of shares of common stock, $0.01 par value per share, authorized
for issuance from 341.9 million to 407.0 million shares, of which 6.7 million were issued and outstanding as of December 31, 2017. In addition, the
Company is required to reserve and keep available out of its authorized but unissued shares of common stock a number of shares sufficient to effect the
conversion into common stock of all outstanding shares of convertible preferred stock and convertible preferred stock warrants, plus stock options granted
and shares available for grant under its stock incentive plan.
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The following table summarizes the total number of shares of the Company’s common stock issued and reserved for issuance as of December 31, 2017 (in
thousands):
 

   December 31, 2017 
Shares of common stock issued    6,713 
Shares of common stock reserved for issuance for:   

Convertible preferred stock outstanding:   
Series A-1    4,800 
Series A-2    26,038 
Series B    20,217 
Series C    30,807 
Series D    49,426 
Series E    44,471 
Series F    102,334 
Series G    40,584 

Convertible preferred stock warrants outstanding:   
Series E    402 
Series F    2,644 

Stock options outstanding    70,864 
Shares available for grant under stock incentive plan    7,136 

    
 

Total shares of common stock issued and reserved for issuance    406,436 
    

 

 
 Shares of series A-2 convertible preferred stock convert to common stock at a ratio of 1.0257 shares of common stock per share of Series A-2 convertible preferred stock.
 Shares of series B convertible preferred stock convert to common stock at a ratio of 1.1892 shares of common stock per share of Series B convertible preferred stock.
 Shares of series C convertible preferred stock convert to common stock at a ratio of 1.4699 shares of common stock per share of Series C convertible preferred stock.

Each share of common stock entitles the holder to one vote on all matters submitted to a vote of the Company’s stockholders. Subject to preferences that
may apply to any outstanding preferred stock, holders of common stock are entitled to receive proportionally any dividends that the Company’s board of
directors may declare out of funds legally available for that purpose on a non-cumulative basis. The Company has never paid, and for the foreseeable future
does not expect to pay, a dividend on its common stock.

Convertible Preferred Stock

In June 2017, the Company amended its certificate of incorporation to increase the number of shares of convertible preferred stock, $0.01 par value per
share, authorized for issuance from 266.8 million to 308.6 million shares, of which the Company has designated and issued Series A-1, Series A-2, Series B,
Series C, Series D, Series E, Series F and Series G shares. Series A-1 through Series E shares of convertible preferred stock are referred to collectively as
Junior Securities and are subordinate to shares of Series G and Series F shares of convertible preferred stock. In June 2017, the Company sold an aggregate
of 40.6 million shares of its Series G convertible preferred stock in a private placement to certain of its existing investors, each taking their pro rata or super
pro rata share of the placement, as well as a new investor, at a purchase price of $0.3696 per share and received aggregate net proceeds of $14.8 million. All
of the Company’s convertible preferred stock is classified outside of stockholders’ deficit because the
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shares contain deemed liquidation rights that are a contingent redemption feature not solely within the control of the Company.

The following table summarizes the Company’s outstanding convertible preferred stock as of December 31, 2016 and 2017:
 

  

Shares
Authorized

and
Designated

(in thousands)  

Shares
Issued and

Outstanding
(in thousands)  

Carrying
Value

(in thousands)  

Liquidation
Value

per Share   

Liquidation
Value

(in thousands) 
Series A-1   4,800   4,800  $ 900  $ 0.0617  $ 296 
Series A-2   25,385   25,385   16,428  $ 0.2052   5,209 
Series B   17,000   17,000   16,859  $ 0.3168   5,386 
Series C   20,958   20,958   34,841  $ 0.5253   11,009 
Series D   49,426   49,426   29,970  $ 0.2874   14,205 
Series E   44,873   44,471   29,800  $ 0.5144   22,876 
Series F   105,567   102,334   43,513  $ 0.3356   34,343 

   
 

   
 

   
 

    
 

Balance at December 31, 2016   268,009   264,374   172,311    93,324 
   

 
   

 
   

 
    

 

Series G   40,584   40,584   14,825  $ 0.3696   15,000 
   

 
   

 
   

 
    

 

Balance at December 31, 2017   308,593   304,958  $ 187,136   $ 108,324 
   

 

   

 

   

 

    

 

Conversion

Each share and series of convertible preferred stock is convertible into common stock at any time at the option of the holder thereof at the conversion price
then in effect (each subject to adjustments upon the occurrence of certain dilutive events). At December 31, 2017, the conversion price for Series A-1,
Series D, Series E, Series F and Series G shares was equal to the original issue price, resulting in a common stock conversion ratio of 1:1. At December 31,
2017, as a result of past anti-dilution adjustments, the conversion price for Series A-2, Series B and Series C shares was below the original issue price,
resulting in common stock conversion ratios of 1:1.0257, 1:1.1892 and 1:1.4699, respectively.

All shares of each series of convertible preferred stock are convertible into common stock at the affirmative election of the holders of at least (i) 60% of the
outstanding shares of convertible preferred stock, (ii) 60% of the outstanding Series E convertible preferred stock, (iii) 75% of the outstanding Series F
convertible preferred stock and (iv) 55% of the outstanding Series G convertible preferred stock.

The Company may at any time require the conversion of all outstanding convertible preferred stock upon a qualified initial public offering of its common
stock with a public offering price of at least $0.5544 per share and aggregate gross proceeds of at least $30.0 million.

Liquidation Preferences

In the event of a liquidation, dissolution or winding up of the Company, either voluntary or involuntary, or in the event of a deemed liquidation event, which
includes a sale of the Company as defined in the Company’s Certificate of Incorporation, holders of Series G convertible preferred stock are entitled to
receive, in preference to all other stockholders, an amount equal to their original investment amount plus any declared and unpaid dividends. If upon the
occurrence of such event the assets and funds available for distribution are insufficient to pay such holders the full amount to which they are entitled, then
the
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entire assets and funds legally available for distribution shall be distributed ratably among the holders of the Series G convertible preferred stock in
proportion to the full amounts to which they would otherwise be entitled.

After payment in full of the liquidation preference of the Series G convertible preferred stock, holders of Series F convertible preferred stock are entitled to
receive, in preference to all holders of Junior Securities and common stock, an amount equal to their original investment amount plus any declared and
unpaid dividends. If upon the occurrence of such event the assets and funds available for distribution are insufficient to pay such holders the full amount to
which they are entitled, then the entire remaining assets and funds legally available for distribution shall be distributed ratably among the holders of the
Series F convertible preferred stock in proportion to the full amounts to which they would otherwise be entitled.

After payment in full of the liquidation preferences of the Series G and Series F convertible preferred stock, holders of Junior Securities are entitled to
receive an amount equal to $59.2 million in the aggregate. If upon the occurrence of such event the assets and funds available for distribution are insufficient
to pay such holders the full amount to which they are entitled, then the entire assets and funds legally available for distribution shall be distributed ratably
among the holders of the Junior Securities in proportion to the full amounts to which they would otherwise be entitled.

After payment in full of the liquidation preferences of the Series G, Series F and Junior Securities convertible preferred stock, holders of Series F
convertible preferred stock are entitled to receive an additional liquidation preference at an amount equal to $0.1678 per share. If upon the occurrence of
such event the assets and funds available for distribution are insufficient to pay such holders the full amount to which they are entitled, then the entire assets
and funds legally available for distribution shall be distributed ratably among the holders of the Series F convertible preferred stock in proportion to the full
amounts to which they would otherwise be entitled.

After payment in full of the liquidation preferences of the Series G, Series F and Junior Securities convertible preferred stock and the additional liquidation
preference for holders of Series F convertible preferred stock, holders of common stock and holders of Junior Securities, Series F and Series G convertible
preferred stock are entitled to receive a liquidation preference until the amount distributed to holders of the Series F convertible preferred stock equals
$1.0068 plus declared but unpaid dividends on each share and then to the holders of common stock and holders of Junior Securities and Series G convertible
preferred stock until the aggregate amount distributed to such holders equals the amount distributed to holders of Series F convertible preferred stock
divided by the Series F ownership percentage.

After payments of the above liquidation preferences have been made, any remaining assets shall be distributed ratably to holders of common stock and
holders of Series G, Series F and Junior Securities convertible preferred stock on an “as-converted” basis.

Dividends

Each class of convertible preferred stock is entitled to receive non-cumulative annual dividends at a rate of 9.0%, if and when declared by the Company’s
board of directors. The holders of Series G convertible preferred stock are entitled to dividends in preference to holders of any other class or series of the
Company’s stock. The holders of Series F convertible preferred stock are entitled to dividends in preference to all holders of Junior Securities and holders of
common stock. The holders of Junior Securities are entitled to dividends in preference to holders of common stock.
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In the event a dividend is declared to common stockholders, holders of each class of convertible preferred stock will also receive an equivalent dividend on
an “as-converted” basis. The Company has never paid, and for the foreseeable future does not expect to pay, a dividend on its common stock.

Voting

The holders of each class of convertible preferred stock are entitled to one vote for each share of common stock into which their shares of convertible
preferred stock may be converted and, subject to certain convertible preferred stock class votes specified in the Company’s Certificate of Incorporation or as
required by law, the holders of convertible preferred stock and common stock vote together on an “as-converted” basis.

Convertible Preferred Stock Warrants

The following table summarizes the Company’s outstanding convertible preferred stock warrants as of December 31, 2017:
 

   

Warrants
Outstanding

(in thousands)   
Exercise

Price    
Expiration

Date  
Series E    402   $0.6746    Dec-2022 
Series F    878   $0.3356    Feb-2021 
Series F    589   $0.3356    Aug-2023 
Series F    589   $0.3356    Mar-2024 
Series F    588   $0.3356    Dec-2024 

    
 

    

   3,046     
    

 

    

 
11. LOSS PER SHARE

The Company’s basic loss per common share is computed by dividing the net loss by the weighted-average number of shares of common stock outstanding
during the period. The Company’s restricted stock awards (non-vested shares) are issued and outstanding at the time of grant but are excluded from the
Company’s computation of weighted-average shares outstanding in the determination of basic loss per share until vesting occurs.

A net loss cannot be diluted, so when the Company is in a net loss position, basic and diluted loss per common share are the same. If in the future the
Company achieves profitability, the denominator of a diluted earnings per common share calculation will include both the weighted-average number of
shares outstanding and the number of common stock equivalents, if the inclusion of such common stock equivalents would be dilutive. Dilutive common
stock equivalents potentially include warrants, stock options and non-vested restricted stock awards using the treasury stock method, along with the effect, if
any, from the potential conversion of outstanding securities, such as convertible preferred stock.
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The following potentially dilutive securities outstanding as of December 31, 2016 and 2017 have been excluded from the denominator of the diluted loss per
share of common stock outstanding calculation (in thousands):
 

   December 31,  
   2016    2017  
Stock options    52,951    70,864 
Non-vested restricted stock awards    636    457 
Convertible preferred stock warrants    1,869    3,046 
Shares of convertible preferred stock as-converted    278,092    318,677 

The unaudited pro forma net loss per share is computed using the weighted-average number of shares of common stock outstanding after giving effect to the
conversion of all issued and outstanding shares of convertible preferred stock into shares of common stock immediately prior to the closing of the
Company’s proposed initial public offering as if the conversion had occurred at the later of the beginning of the reporting period or the issuance date of the
convertible preferred stock.

The following table summarizes the calculation of unaudited pro forma basic and diluted net loss per share of common stock for the year ended
December 31, 2017 (in thousands, except per share data):
 

Numerator:   
Net loss   $ (16,059) 

    
 

Denominator:   
Weighted-average common shares outstanding, basic and diluted    5,401 
Effect of pro forma adjustments:   

Conversion of convertible preferred stock into common stock    301,887 
    

 

Pro forma weighted-average common shares outstanding, basic and diluted    307,288 
    

 

Pro forma net loss per share of common stock outstanding, basic and diluted   $ (0.05) 
    

 

 
12. SHARE-BASED COMPENSATION

2003 Incentive Stock Plan

In April 2003 (and as subsequently amended), the Company adopted the 2003 Stock Incentive Plan (2003 Plan), which authorizes the issuance of up to
83.9 million shares in the form of restricted stock, stock appreciation rights and stock options to the Company’s directors, employees and consultants. The
amount and terms of grants are determined by the Company’s board of directors. To date, the Company has granted restricted stock awards only to an
independent member of its board of directors and only as compensation for board service. All stock options granted to date have had exercise prices equal to
the estimated fair value, as determined by the board of directors, of the underlying common stock on the date of the grant. The contractual term of stock
options may be up to 10 years, and stock options are exercisable in cash or as otherwise determined by the board of directors. Generally, stock options vest
25% upon the first anniversary of the date of grant and the remainder ratably monthly thereafter for 36 months. As of December 31, 2017, there were
7.1 million shares available for future issuance under the 2003 Plan.
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The amount of share-based compensation expense recognized by the Company by location in its statements of operations for the years ended December 31,
2016 and 2017 is as follows (in thousands):
 

   
Year ended

December 31,  
       2016           2017     
Cost of revenues   $ 5   $ 18 
Sales and marketing    49    141 
General and administrative    70    226 
Research and development    37    111 

    
 

    
 

Total   $ 161   $ 496 
    

 

    

 

Stock Options

The following table summarizes the Company’s stock option activity for the years ended December 31, 2016 and 2017:
 

   

Number of
Shares under

Option
(in thousands)  

Weighted-
average

Exercise Price
per Option    

Weighted-
average

Remaining
Contractual

Life (in 
years)    

Aggregate
Intrinsic

Value
(in thousands) 

Outstanding at December 31, 2015    51,237  $ 0.09     
Granted    7,392  $ 0.08     
Exercised    (546)  $ 0.12     
Forfeited    (4,661)  $ 0.20     
Expired    (471)  $ 0.68     

    
 

     

Outstanding at December 31, 2016    52,951  $ 0.07     
    

 
     

Granted    28,057  $ 0.10     
Exercised    (962)  $ 0.04     
Forfeited    (9,182)  $ 0.09     

    
 

     

Outstanding at December 31, 2017    70,864  $ 0.08    7.7   $ 515 
    

 

     

Exercisable at December 31, 2017    34,489  $ 0.08    6.3   $ 389 
    

 

     

Vested and expected to vest at December 31,
2017    70,864  $ 0.08    7.7   $ 515 

    

 

     

The Company recognized $0.2 million and $0.4 million of share-based compensation expense related to stock options during the years ended December 31,
2016 and 2017, respectively. As of December 31, 2017, there was $1.4 million of total unrecognized compensation cost related to non-vested stock options
which the Company expects to recognize over a weighted-average period of 3.2 years. The weighted-average grant-date fair value of stock options granted
during the years ended December 31, 2016 and 2017 was estimated at $0.04 and $0.05 per option, respectively. The total intrinsic value of stock options
exercised during the years ended December 31, 2016 and 2017 was de minimis and $0.1 million, respectively.
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For the years ended December 31, 2016 and 2017, the grant-date fair value of stock options was estimated at the time of grant using the following weighted-
average inputs and assumptions in the Black-Scholes option pricing model:
 

   2016   2017  
Estimated fair value of common stock   $0.08  $0.10 
Exercise price   $0.08  $0.10 
Expected term (in years)    6.0   6.0 
Risk-free interest rate    1.4%   2.0% 
Expected volatility    44.2%   48.0% 
Dividend yield    0%   0% 

Restricted Stock Awards

The following table summarizes the Company’s restricted stock award activity for the years ended December 31, 2016 and 2017:
 

   

Non-vested
Restricted

Stock  Awards
(in thousands)  

Weighted-
average

Grant-date
Fair  Value 

Non-vested at December 31, 2015    —     n/a 
Granted    1,227  $ 0.07 
Vested    (591)  $ 0.07 

    
 

 

Non-vested at December 31, 2016    636  $ 0.07 
Granted    317  $ 0.14 
Vested    (496)  $ 0.10 

    
 

 

Non-vested at December 31, 2017    457  $ 0.08 
    

 

 

The Company recognized $0.1 million of share-based compensation expense related to restricted stock awards during the year ended December 31, 2017.
As of December 31, 2017, there was minimal unrecognized compensation cost related to non-vested restricted stock awards which the Company expects to
recognize over a weighted-average period of 1.3 years. The grant-date fair value per share of restricted stock awards granted during the years ended
December 31, 2016 and 2017 was estimated at $0.07 and $0.14 per share, respectively. The total fair value at the vesting date of restricted stock awards
vested during the years ended December 31, 2016 and 2017 was minimal and $0.1 million, respectively.
 
13. EMPLOYEE BENEFIT PLANS

401(k) Defined Contribution Plan

The Company maintains a 401(k) defined contribution retirement plan which covers all of its employees. Employees are eligible to participate on the first of
the month following their date of hire. Under the 401(k) plan, participating employees may defer up to 100% of their pre-tax salary but not more than
statutory limits. There is currently no employer matching of employee contributions and employee contributions vest immediately.
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14. INCOME TAXES

The Company’s loss before income taxes was $11.2 million and $16.1 million for the years ended December 31, 2016 and 2017, respectively, and was
generated entirely in the United States. The Company did not record current or deferred income tax expense or benefit during the years ended December 31,
2016 and 2017.

A reconciliation of the statutory United States federal income tax rate to the Company’s effective tax rate is as follows:
 

   
Tax Year ended
December 31,  

   2016   2017  
U.S. federal statutory income tax rate    34.0%   34.0% 
State and local taxes, net of federal benefit    2.6%   2.7% 
Nondeductible expenses    (1.2)%   (0.3)% 
Research and development credits    2.0%   1.3% 
Tax rate change and true-up    (1.2)%   (138.0)% 
Change in valuation allowance    (36.2)%   100.3% 

    
 

   
 

Effective income tax rate    —  %   —  % 
    

 

   

 

The tax effects of temporary differences that gave rise to significant portions of the deferred tax assets were as follows (in thousands):
 

   December 31,  
   2016   2017  
Deferred tax assets:    

Net operating loss carryforwards   $ 56,441  $ 41,430 
Research and development credits    2,854   3,059 
Share-based compensation    295   316 
Accruals    778   753 
Capitalized start-up costs    2,729   1,530 
Other temporary differences    352   253 

    
 

   
 

Gross deferred tax assets    63,449   47,341 
Less: Valuation allowance    (63,449)   (47,341) 

    
 

   
 

Net deferred taxes   $ —    $ —   
    

 

   

 

In assessing the realizability of the net deferred tax asset, the Company considers all relevant positive and negative evidence in determining whether it is
more likely than not that some portion or all of the deferred income tax assets will not be realized. The realization of the gross deferred tax assets is
dependent on several factors, including the generation of sufficient taxable income prior to the expiration of the net operating loss carryforwards.
Management believes that it is more likely than not that the Company’s deferred income tax assets will not be realized. As such, there is a full valuation
allowance against the net deferred tax assets as of December 31, 2016 and 2017. The valuation allowance increased by $4.1 million during the year ended
December 31, 2016 due primarily to the generation of net operating losses during the year and decreased by $16.1 million during the year ended
December 31, 2017 due primarily to the decrease in the federal income tax rate from 34% to 21%.
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The following table summarizes carryforwards of federal net operating losses and tax credits as of December 31, 2017 (in thousands):
 

   Amount    
Expiration

Beginning in 
Federal net operating losses   $167,396    2023 
State net operating losses   $ 96,392    2020 
Research and development credits   $ 3,059    2023 

Under the Tax Reform Act of 1986 (1986 Act), the net operating loss and tax credit carryforwards are subject to review and possible adjustment by the
Internal Revenue Service and state tax authorities. Net operating loss and tax credit carryforwards may become subject to an annual limitation in the event
of certain cumulative changes in the ownership interest of significant shareholders over a three-year period in excess of 50 percent, as defined under
Sections 382 and 383 of the Internal Revenue Code, respectively, as well as similar state provisions. This could limit the amount of tax attributes that can be
utilized annually to offset future taxable income or tax liabilities. The amount of the annual limitation is determined based on the value of the Company
immediately prior to the ownership change. Subsequent ownership changes may further affect the limitation in future years. The Company has not done an
analysis to determine whether or not ownership changes, as defined by the 1986 Act, have occurred since inception.

The Company will recognize interest and penalties related to uncertain tax positions in income tax expense. As of December 31, 2017, the Company had no
accrued interest or penalties related to uncertain tax positions and no amounts have been recognized in the Company’s statements of operations. Due to net
operating loss and tax credit carry forwards that remain unutilized, income tax returns for tax years from inception through 2016 remain subject to
examination by the taxing jurisdictions.

In December 2017, the Tax Cuts and Jobs Act (2017 Tax Act) was enacted. The 2017 Tax Act includes a number of changes to existing United States tax
laws that impact the company, most notably a reduction of the United States corporate income tax rate from 35% (34% for the Company) to 21% for tax
years beginning after December 31, 2017. The 2017 Tax Act also provides for a one-time transition tax on certain foreign earnings and the acceleration of
depreciation for certain assets placed into service after September 27, 2017, as well as prospective changes beginning in 2018, including repeal of the
domestic manufacturing deduction, acceleration of tax revenue recognition, capitalization of research and development expenditures, additional limitations
on executive compensation and limitations on the deductibility of interest. Due to the enactment of the 2017 Tax Act, the Company reduced both its gross
deferred tax assets and the related valuation allowance by $22.2 million as of December 31, 2017, resulting in no net effect on the Company’s statement of
operations for the year ended December 31, 2017.
 
15. COMMITMENTS

Leases

In January 2013, the Company entered into a 93-month lease for its new headquarters office and warehouse. The Company also rents certain office
equipment. The Company recognizes rent expense on a straight-line basis over the lease period and has accrued for rent expense incurred but not yet paid.
Landlord allowances for tenant improvements are deferred and recognized as a reduction to rent expense on a straight-line basis and over the remaining
lease term.
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Rent expense under operating leases was $0.6 million and $0.5 million for the years ended December 31, 2016 and 2017, respectively.

The following is a schedule of future minimum annual payments at December 31, 2017 under non-cancelable operating lease agreements (in thousands):
 

For the years ending December 31,   
2018   $ 490 
2019    547 
2020    560 
2021    88 

    
 

Total future minimum lease payments   $1,685 
    

 

Executive Employment Agreements

The Company has entered into an employment agreement and offer letters with certain key executives, providing for compensation and severance in certain
circumstances, as defined in the agreements.
 
16. DISTRIBUTION AGREEMENT WITH TEIJIN PHARMA LIMITED

In October 2017, the Company entered into a seven and a half year distribution agreement with Teijin Pharma Limited, or Teijin, for the exclusive
distribution of its NeuroStar Advanced Therapy System to customers who will treat patients with MDD in Japan. Under the distribution agreement, Teijin is
generally restricted from selling competing products in Japan. The distribution agreement provides that the Company will have primary responsibility for
obtaining reimbursement approval for use of NeuroStar Advanced Therapy System for the treatment of MDD in Japan, and Teijin will promote the sales of
NeuroStar Advanced Therapy System for treatment of MDD in Japan. The Company has agreed to provide sales and technical support training to Teijin for
its NeuroStar Advanced Therapy Systems.

Teijin is required to purchase minimum dollar values of NeuroStar Advanced Therapy Systems and treatment sessions from the Company following
reimbursement approval by the Japanese Ministry of Health, Labour and Welfare, or JMHLW, for TMS treatment for MDD (or, if such approval requires
certified training on the NeuroStar Advanced Therapy System by a third party, then upon the first psychiatrist being issued his or her training certification).

In 2017, under the distribution agreement with Teijin, the Company received an upfront payment of $0.75 million and a milestone payment of $2.0 million
following JMHLW’s approval of marketing the NeuroStar Advanced Therapy System for the treatment of MDD in Japan. These upfront and milestone
payments have been deferred and are being recognized as revenue over the seven and one half year term of the agreement. Teijin is required to pay the
Company a milestone payment tied to JMHLW issuing reimbursement for use of its products for the treatment of MDD in Japan.

The distribution agreement is scheduled to expire on March 31, 2025, subject to earlier termination if we or Teijin breach the agreement, Teijin fails to
maintain distributor-level permits and approvals, Teijin fails to purchase from us specified dollar values of its sales forecasts, reimbursement for treatment of
MDD using the NeuroStar Advanced Therapy System is not obtained from JMHLW by specified dates or such reimbursement is below specified
minimums, Teijin reasonably believes that it is not commercially reasonable to continue distributing the NeuroStar Advanced Therapy System in Japan or
bankruptcy
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related events occur. The term of the distribution agreement will be automatically extended for two years unless either party gives the other party at least
two years’ prior written of notice of non-renewal, except that the Company cannot decline to renew the agreement if Teijin has purchased 100% of its sales
forecasts over the term of the agreement.
 
17. GEOGRAPHICAL SEGMENT INFORMATION

Operating segments are defined as components of an enterprise about which separate discrete information is available for evaluation by the chief operating
decision maker, or decision making group, in deciding how to allocate resources and in assessing performance. The Company currently operates in one
business segment as it is managed and operated as one business. A single management team that reports to the chief operating decision maker
comprehensively manages the entire business. The Company does not operate any material separate lines of business or separate business entities with
respect to its products or product development.

The following geographic data includes revenue generated from the Company’s third-party distributors. The Company’s revenue was generated in the
following geographic regions for the years indicated (in thousands):
 

   Year ended December 31,  
   2016   2017  
   Amount    % of Revenues  Amount    % of Revenues 
United States   $31,577    92%  $39,853    99% 
International    2,651    8%   580    1% 

    
 

    
 

   
 

    
 

Total revenues   $34,228    100%  $40,433    100% 
    

 

    

 

   

 

    

 

 
18. SUBSEQUENT EVENTS

The Company has evaluated subsequent events from the balance sheet date through March 16, 2018, the date at which the financial statements were
available to be issued, and determined there are no other items requiring disclosure.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS
 
Item 13. Other expenses of issuance and distribution.

The following table indicates the expenses to be incurred in connection with the offering described in this registration statement, other than underwriting
discounts and commissions, all of which will be paid by us. All amounts are estimated except the SEC registration fee, the Financial Industry Regulatory
Authority, Inc., or FINRA, filing fee and the                fee.
 
   Amount 
SEC Registration fee   $ * 
FINRA filing fee    * 
Nasdaq initial listing fee    * 
Accountants’ fees and expenses    * 
Legal fees and expenses    * 
Blue Sky fees and expenses    * 
Transfer Agent’s fees and expenses    * 
Printing and engraving expenses    * 
Miscellaneous    * 

    
 

Total expenses   $ * 
    

 

 
 To be provided by amendment

 
Item 14. Indemnification of directors and officers.

We are incorporated under the laws of the State of Delaware. Section 102 of the Delaware General Corporation Law permits a corporation to eliminate the
personal liability of directors of a corporation to the corporation or its stockholders for monetary damages for a breach of fiduciary duty as a director, except
where the director breached his duty of loyalty, failed to act in good faith, engaged in intentional misconduct or knowingly violated a law, authorized the
payment of a dividend or approved a stock repurchase in violation of Delaware corporate law or obtained an improper personal benefit.

Section 145 of the Delaware General Corporation Law provides that a corporation has the power to indemnify a director, officer, employee or agent of the
corporation and certain other persons serving at the request of the corporation in related capacities against expenses (including attorneys’ fees), judgments,
fines and amounts paid in settlements actually and reasonably incurred by the person in connection with an action, suit or proceeding to which he is or is
threatened to be made a party by reason of such position, if such person acted in good faith and in a manner he reasonably believed to be in or not opposed
to the best interests of the corporation, and, in any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful, except that,
in the case of actions brought by or in the right of the corporation, no indemnification shall be made with respect to any claim, issue or matter as to which
such person shall have been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or other adjudicating court
determines that, despite the adjudication of liability but in view of all of the circumstances of the case, such person is fairly and reasonably entitled to
indemnity for such expenses which the Court of Chancery or such other court shall deem proper.

As permitted by the Delaware General Corporation Law, our amended and restated certificate of incorporation and amended and restated bylaws to be in
effect upon the closing of this offering will provide that: (i) we are required to indemnify our directors to the fullest extent permitted by the Delaware
General Corporation Law; (ii) we may, in our discretion, indemnify our officers, employees
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and agents as set forth in the Delaware General Corporation Law; (iii) we are required, upon satisfaction of certain conditions, to advance all expenses
incurred by our directors in connection with certain legal proceedings; (iv) the rights conferred in the bylaws are not exclusive; and (v) we are authorized to
enter into indemnification agreements with our directors, officers, employees and agents.

In connection with this offering, we have entered into, or expect to enter into indemnification agreements with each of our directors and executive officers
that require us to indemnify them against expenses, judgments, fines, settlements and other amounts that any such person becomes legally obligated to pay
(including with respect to a derivative action) in connection with any proceeding, whether actual or threatened, to which such person may be made a party
by reason of the fact that such person is or was a director or officer of us or any of our affiliates, provided such person acted in good faith and in a manner
such person reasonably believed to be in, or not opposed to, our best interests. The indemnification agreements will also set forth certain procedures that
will apply in the event of a claim for indemnification thereunder. We intend to enter into similar indemnification agreements with our executive officers
prior to the completion of this offering. At present, no litigation or proceeding is pending that involves any of our directors or officers regarding which
indemnification is sought, nor are we aware of any threatened litigation that may result in claims for indemnification.

We maintain a directors’ and officers’ liability insurance policy. The policy insures directors and officers against unindemnified losses arising from certain
wrongful acts in their capacities as directors and officers and reimburses us for those losses for which we have lawfully indemnified the directors and
officers. The policy contains various exclusions.

In addition, the underwriting agreement filed as Exhibit 1.1 to this registration statement provides for indemnification by the underwriters of us and our
officers and directors for certain liabilities arising under the Securities Act, or otherwise. Our investor rights agreement with certain investors also provides
for cross-indemnification in connection with the registration of our common stock on behalf of such investors.
 
Item 15. Recent sales of unregistered securities.

Issuances of capital stock

Set forth below is information regarding securities issued by us within the past three years. Also included is the consideration received by us for such shares
and information relating to the section of the Securities Act, or rule of the Securities and Exchange Commission, under which exemption from registration
was claimed.

Preferred Stock Issuances.    In April 2015, we issued 102,334,194 shares of our Series F convertible preferred stock at a purchase price of $0.3356 per
share for aggregate consideration of $34,343,355.51. In June 2017, we issued 40,584,416 shares of our Series G convertible preferred stock at a purchase
price of $0.3696 per share for aggregate consideration of $15,000,000.

Plan-Related Issuances.    Over the past three years we granted to our directors, officers, employees, consultants and other service providers options and
restricted shares to purchase 59,894,583 shares of our common stock with per share exercise prices or grant prices ranging from $0.03 to $0.16 under our
2003 Plan.

Stock Option Grants

From March 16, 2015 through the date of the prospectus that is a part of this registration statement, we have granted options under our 2003 Plan to
purchase an aggregate of 58,350,984 shares of our common stock to employees, consultants and directors, at a weighted average exercise price of $0.08 per
share. Of these, no options have been cancelled without being exercised and no shares were issued upon the exercise of stock options.
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Restricted Stock Awards

We granted to an independent member of our board of directors restricted stock awards of 1,226,568 shares at an estimated grant-date fair value of $0.07 per
share on July 20, 2016 and 317,031 shares at an estimated grant-date fair value of $0.14 per share on October 19, 2017.

Warrants

In August 2016, March 2017 and December 2017, we issued preferred stock warrants to Oxford Finance LLC, each of which was immediately exercisable
for 588,498 shares of our Series F convertible preferred stock at an exercise price of $0.3356 per share. The August 2016, March 2017 and December 2017
warrants expire on August 31, 2023, March 28, 2024 and December 27, 2024, respectively, if not earlier exercised.

The outstanding warrants which are currently exercisable to purchase shares of our Series E or Series F convertible preferred stock will become warrants to
purchase shares of our common stock upon the completion of the offering to which this registration statement relates.

None of the foregoing transactions involved any underwriters, underwriting discounts or commissions, or any public offering. The sales of the above
securities were deemed to be exempt from registration under the Securities Act in reliance upon Section 4(2) of the Securities Act (or Regulation D or
Regulation S promulgated thereunder), or Rule 701 promulgated under Section 3(b) of the Securities Act as transactions by an issuer not involving any
public offering or pursuant to benefit plans and contracts relating to compensation as provided under Rule 701. The recipients of the securities in each of
these transactions represented their intentions to acquire the securities for investment only and not with a view to or for sale in connection with any
distribution thereof, and appropriate legends were placed upon the stock certificates issued in these transactions.
 
Item 16. Exhibits and financial statement schedules.

The exhibits to the registration statement are listed in the Exhibit Index attached hereto and are incorporated by reference herein. Financial statement
schedules have been omitted because the information required to be set forth therein is not applicable or is shown in the financial statements or notes
thereto.
 
Item 17. Undertakings.

The undersigned registrant hereby undertakes to provide to the underwriters at the closing specified in the underwriting agreement, certificates in such
denominations and registered in such names as required by the underwriters to permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the registrant
pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the SEC such indemnification is against public
policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the
payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action,
suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered, the registrant will, unless in
the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
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The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted from the form of prospectus filed as part of this
registration statement in reliance upon Rule 430A and contained in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared effective.

(2) For the purpose of determining any liability under the Securities Act, each post-effective amendment that contains a form of prospectus shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be
the initial bona fide offering thereof.
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EXHIBIT INDEX
 
Exhibit
Number  Description of Exhibit
  1.1à  Form of Underwriting Agreement

  3.1#  Eighth Amended and Restated Certificate of Incorporation of the Registrant (currently in effect)

  3.2#  Bylaws of the Registrant (currently in effect)

  3.3à  Form of Ninth Amended and Restated Certificate of Incorporation of the Registrant (to be effective upon the closing of this offering)

  3.4à  Form of Second Amended and Restated Bylaws of the Registrant (to be effective upon the closing of this offering)

  4.1à  Specimen Stock Certificate evidencing shares of common stock of the Registrant

  4.2#  Form of Warrant to Purchase Stock, by and between the Registrant and Oxford Finance LLC

  4.3#  Warrant to Purchase Stock, by and between the Registrant and Comerica Bank, dated December 20, 2012

  5.1à  Opinion of Cooley LLP

10.1*#  Distribution Agreement, by and between the Registrant and Teijin Pharma Limited, dated October 12, 2017

10.2#
 

Sixth Amended and Restated Investors’ Rights Agreement by and among the Registrant and certain of its stockholders, dated June 1,
2017

10.3#  Sixth Amended and Restated Stockholders’ Agreement by and among the Registrant and certain of its stockholders, dated June 1, 2017

10.4+#  Employment Agreement by and between the Registrant and Christopher Thatcher, dated as of November 1, 2014

10.5+#  Offer Letter, dated August 11, 2016, by and between the Registrant and Greg Harper

10.6+#  Offer Letter, dated February 27, 2017, by and between the Registrant and Peter Donato

10.7  Form of Indemnification Agreement between the Registrant and its non-employee directors and officers

10.8*#  Loan and Security Agreement by and between Oxford Finance LLC and the Registrant, dated March 28, 2017

10.9+#  Amended and Restated 2003 Stock Incentive Plan of the Registrant

10.10+  Form of 2018 Equity Incentive Plan (to be effective upon the closing of this offering)

10.11+  Form of 2018 Employee Stock Purchase Plan (to be effective upon the closing of this offering)

10.12#  Lease Agreement by and between Exeter 3222 Phoenixville, L.P. and the Registrant, dated January 3, 2013

10.13+  Form of Non-Qualified Stock Option Agreement for the Amended and Restated 2003 Stock Incentive Plan of the Registrant

10.14+à  Form of Incentive Stock Option Agreement for the Amended and Restated 2003 Stock Incentive Plan of the Registrant

23.1à  Consent of KPMG LLP, independent registered public accounting firm
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Exhibit
Number  Description of Exhibit

23.2à   Consent of Cooley LLP (included in Exhibit 5.1)

24.1à   Powers of Attorney (included on signature page)
 
+ Indicates management contract or compensatory plan.
* Portions of this exhibit (indicated by asterisks) have been omitted pursuant to a request for confidential treatment and have been separately filed with the Securities and Exchange Commission.
à To be submitted by amendment.
# Previously filed.
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SIGNATURES

Pursuant to the requirements of the Securities Act, the registrant has duly caused this registration statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City of Malvern, Commonwealth of Pennsylvania, on this                day of                , 2018.
 

NEURONETICS, INC.

By:   
 Christopher Thatcher
 Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL BY THESE PRESENTS, that each person whose signature appears below hereby constitutes and appoints Christopher Thatcher and Peter
Donato, and each of them, his true and lawful agent, proxy and attorney-in-fact, with full power of substitution and resubstitution, for him and in his name,
place and stead, in any and all capacities, to (i) act on, sign and file with the Securities and Exchange Commission any and all amendments (including post-
effective amendments) to this registration statement together with all schedules and exhibits thereto and any subsequent registration statement filed pursuant
to Rule 462(b) under the Securities Act of 1933, as amended, together with all schedules and exhibits thereto, (ii) act on, sign and file such certificates,
instruments, agreements and other documents as may be necessary or appropriate in connection therewith, (iii) act on and file any supplement to any
prospectus included in this registration statement or any such amendment or any subsequent registration statement filed pursuant to Rule 462(b) under the
Securities Act of 1933, as amended, and (iv) take any and all actions which may be necessary or appropriate to be done, as fully for all intents and purposes
as he might or could do in person, hereby approving, ratifying and confirming all that such agent, proxy and attorney-in-fact or any of his substitutes may
lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement on Form S-1 has been signed by the following persons in the
capacities held on the dates indicated.
 

Signature   Title  Date

   Chief Executive Officer and Director (Principal
Executive Officer)

                 , 2018
Chris Thatcher

 

    

   Chief Financial Officer (Principal Financial and
Accounting Officer)

                 , 2018
Peter Donato    

   Director                  , 2018
Stephen Campe    

   Director                  , 2018
Brian Farley    

   Director                  , 2018
Paulina Hill    

   Director                  , 2018
Ronald Hunt    

   Director                  , 2018
Wilfred Jaeger, M.D.    

   Director                  , 2018
Glenn Muir    
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FORM OF INDEMNIFICATION AGREEMENT

THIS INDEMNIFICATION AGREEMENT (this “Agreement”) is made and entered into as of [            ] between Neuronetics, Inc. a Delaware
corporation (the “Company”), and [            ] (“Indemnitee”).

WITNESSETH THAT:

WHEREAS, highly competent persons have become more reluctant to serve corporations as directors or officers or in other capacities unless they are
provided with adequate protection through insurance or adequate indemnification against inordinate risks of claims and actions against them arising out of
their service to and activities on behalf of the corporation;

WHEREAS, the Board of Directors of the Company (the “Board”) has determined that, in order to attract and retain qualified individuals, the Company
will attempt to maintain on an ongoing basis, at its sole expense, liability insurance to protect persons serving the Company and its subsidiaries from certain
liabilities. Although the furnishing of such insurance has been a customary and widespread practice among United States-based corporations and other
business enterprises, the Company believes that, given current market conditions and trends, such insurance may be available to it in the future only at higher
premiums and with more exclusions. At the same time, directors, officers, and other persons in service to corporations or business enterprises are being
increasingly subjected to expensive and time-consuming litigation relating to, among other things, matters that traditionally would have been brought only
against the Company or business enterprise itself.    The Bylaws of the Company (the “Bylaws”) and the Certificate of Incorporation of the Company (as
amended and/or restated from time to time, the “Charter”) of the Company provide for the indemnification of the officers and directors of the Company to the
maximum extent authorized by the Delaware General Corporation Law, as amended (the “Law”). Indemnitee may also be entitled to indemnification pursuant
to the Law;

WHEREAS, the By-laws, the Charter and the Law expressly provide that the indemnification provisions set forth therein are not exclusive, and thereby
contemplate that contracts may be entered into between the Company and members of the board of directors, officers and other persons with respect to
indemnification;

WHEREAS, the uncertainties relating to such insurance and to indemnification have increased the difficulty of attracting and retaining such persons;

WHEREAS, the Board has determined that the increased difficulty in attracting and retaining such persons is detrimental to the best interests of the
Company’s stockholders and that the Company should act to assure such persons that there will be increased certainty of such protection in the future;

WHEREAS, it is reasonable, prudent and necessary for the Company contractually to obligate itself to indemnify, and to advance expenses on behalf
of, such persons to the fullest extent permitted by applicable law so that they will serve or continue to serve the Company free from undue concern that they
will not be so indemnified;



WHEREAS, this Agreement is a supplement to and in furtherance of the indemnification provisions set forth in the Bylaws and the Charter and any
resolutions adopted pursuant thereto, and shall not be deemed a substitute therefor, nor to diminish or abrogate any rights of Indemnitee thereunder;

WHEREAS, Indemnitee does not regard the protection available under the Bylaws, the Charter and insurance as adequate in the present circumstances,
and may not be willing to serve as a director without adequate protection, and the Company desires Indemnitee to serve in such capacity. Indemnitee is
willing to serve, continue to serve and to take on additional service for or on behalf of the Company on the condition that he be so indemnified;

WHEREAS, Indemnitee may have certain rights to indemnification and/or insurance provided by the investor that Indemnitee represents on the Board
(the “Investor”), which Investor and Indemnitee intend to be secondary to the primary obligation of the Company to indemnify Indemnitee as provided herein,
with the Company’s acknowledgement and agreement to the foregoing being a material condition to Indemnitee’s willingness to serve on the Board; and

WHEREAS, in order to induce Indemnitee to serve or to continue to serve as a director of the Company, the Company has determined and agreed to
enter into this Agreement with Indemnitee.

NOW, THEREFORE, in consideration of Indemnitee’s service as a director of the Company after the date hereof, the parties hereto agree as
follows:

1.    Indemnity of Indemnitee. The Company hereby agrees to hold harmless and indemnify Indemnitee to the full extent authorized or permitted
by the Law, the Charter and the Bylaws. In furtherance of the foregoing indemnification, and without limiting the generality thereof:

(a)    Proceedings Other Than Proceedings by or in the Right of the Company. Indemnitee shall be entitled to the rights of
indemnification provided in this Section l(a) if, by reason of his Corporate Status (as hereinafter defined), he is, or is threatened to be made, a party to or
participant in any Proceeding (as hereinafter defined) other than a Proceeding by or in the right of the Company. Pursuant to this Section 1(a), Indemnitee
shall be indemnified against all Expenses (as hereinafter defined), judgments, penalties, fines and amounts paid in settlement actually and reasonably incurred
by him, or on his behalf, in connection with such Proceeding or any claim, issue or matter therein, if he acted in good faith and in a manner he reasonably
believed to be in or not opposed to the best interests of the Company, and with respect to any criminal Proceeding, had no reasonable cause to believe his
conduct was unlawful.

(b)    Proceedings by or in the Right of the Company. Indemnitee shall be entitled to the rights of indemnification provided in this
Section 1(b) if, by reason of his Corporate Status, he is, or is threatened to be made, a party to or participant in any Proceeding brought by or in the right of
the Company. Pursuant to this Section 1(b), Indemnitee shall be indemnified against all Expenses actually and reasonably incurred by him, or on his behalf, in
connection with such Proceeding if he acted in good faith and in a manner he reasonably
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believed to be in or not opposed to the best interests of the Company; provided, however, if applicable law so provides, no indemnification against such
Expenses shall be made in respect of any claim, issue or matter in such Proceeding as to which Indemnitee shall have been adjudged to be liable to the
Company unless and to the extent that the Court of Chancery of the State of Delaware shall determine that such indemnification may be made.

(c)    Indemnification for Expenses of a Party Who is Wholly or Partly Successful. Notwithstanding any other provision of this
Agreement, to the extent that Indemnitee is, by reason of his Corporate Status, a party to and is successful, on the merits or otherwise, in any Proceeding, he
shall be indemnified to the maximum extent permitted by law against all Expenses actually and reasonably incurred by him or on his behalf in connection
therewith. If Indemnitee is not wholly successful in such Proceeding but is successful, on the merits or otherwise, as to one or more but less than all claims,
issues or matters in such Proceeding, the Company shall indemnify Indemnitee against all Expenses actually and reasonably incurred by him or on his behalf
in connection with each successfully resolved claim, issue or matter. For purposes of this Section and without limitation, the termination of any claim, issue or
matter in such a Proceeding by dismissal, with or without prejudice, shall be deemed to be a successful result as to such claim, issue or matter.

2.    Additional Indemnity. In addition to, and without regard to any limitations on, the indemnification provided for in Section 1 of this
Agreement, the Company shall and hereby does indemnify and hold harmless Indemnitee against all Expenses, judgments, penalties, fines and amounts paid
in settlement actually and reasonably incurred by him or on his behalf if, by reason of his Corporate Status, he is, or is threatened to be made, a party to or
participant in any Proceeding (including a Proceeding by or in the right of the Company), including, without limitation, all liability arising out of the
negligence or active or passive wrongdoing of Indemnitee. The only limitation that shall exist upon the Company’s obligations pursuant to this Agreement
shall be that the Company shall not be obligated to make any payment to Indemnitee that is finally determined (under the procedures, and subject to the
presumptions, set forth in Sections 6 and 7 hereof) to be unlawful under Delaware law.

3.    Contribution in the Event of Joint Liability.

(a)    Whether or not the indemnification provided in Sections 1 and 2 hereof is available, in respect of any Proceeding in which the
Company is jointly liable with Indemnitee (or would be if joined in such Proceeding), the Company shall pay, in the first instance, the entire amount of any
judgment or settlement of such Proceeding without requiring Indemnitee to contribute to such payment and the Company hereby waives and relinquishes any
right of contribution it may have against Indemnitee. The Company shall not enter into any settlement of any Proceeding in which the Company is jointly
liable with Indemnitee (or would be if joined in such Proceeding) unless such settlement provides for a full and final release of all claims asserted against
Indemnitee.

(b)    Without diminishing or impairing the obligations of the Company set forth in the preceding subsection, if, for any reason,
Indemnitee shall elect or be required to pay all or any portion of any judgment or settlement in any threatened, pending or completed Proceeding in which the
Company is jointly liable with Indemnitee (or would be if joined in such
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Proceeding), the Company shall contribute to the amount of Expenses (including reasonable attorneys’ fees), judgments, penalties, fines and amounts paid in
settlement actually and reasonably incurred and paid or payable by Indemnitee in proportion to the relative benefits received by the Company and all officers,
directors or employees of the Company, other than Indemnitee, who are jointly liable with Indemnitee (or would be if joined in such Proceeding), on the one
hand, and Indemnitee, on the other hand, from the transaction from which such Proceeding arose; provided, however, that the proportion determined on the
basis of relative benefit may, to the extent necessary to conform to law, be further adjusted by reference to the relative fault of the Company and all officers,
directors or employees of the Company other than Indemnitee who are jointly liable with Indemnitee (or would be if joined in such Proceeding), on the one
hand, and Indemnitee, on the other hand, in connection with the events that resulted in such Expenses, judgments, penalties, fines or settlement amounts, as
well as any other equitable considerations which the Law may require to be considered. The relative fault of the Company and all officers, directors or
employees of the Company, other than Indemnitee, who are jointly liable with Indemnitee (or would be if joined in such Proceeding), on the one hand, and
Indemnitee, on the other hand, shall be determined by reference to, among other things, the degree to which their actions were motivated by intent to gain
personal profit or advantage, the degree to which their liability is primary or secondary and the degree to which their conduct is active or passive.

(c)    The Company hereby agrees to fully indemnify and hold Indemnitee harmless from any claims of contribution which may be
brought by officers, directors or employees of the Company, other than Indemnitee, who may be jointly liable with Indemnitee.

(d)    To the fullest extent permissible under applicable law and without diminishing or impairing the obligations of the Company set forth
in the preceding subsections of this Section 3, if the indemnification obligations of the Company provided for in this Agreement are unavailable to Indemnitee
for any reason whatsoever, the Company, in lieu of indemnifying Indemnitee, shall contribute to the amount incurred by Indemnitee, whether for judgments,
fines, penalties, excise taxes, amounts paid or to be paid in settlement and/or for Expenses, in connection with any claim relating to an indemnifiable event
under this Agreement, in such proportion as is deemed fair and reasonable in light of all of the circumstances of such Proceeding in order to reflect (i) the
relative benefits received by the Company and Indemnitee as a result of the event(s) and/or transaction(s) giving cause to such Proceeding; and/or (ii) the
relative fault of the Company (and its directors, officers, employees and agents) and Indemnitee in connection with such event(s) and/or transaction(s).

4.    Indemnification for Expenses of a Witness. Notwithstanding any other provision of this Agreement, to the extent that Indemnitee is, by
reason of his Corporate Status, a witness, or is made (or asked) to respond to discovery requests, in any Proceeding to which Indemnitee is not a party, he shall
be indemnified against all Expenses actually and reasonably incurred by him or on his behalf in connection therewith (to the extent that such Expenses are
paid by any other party).

5.    Advancement of Expenses. Notwithstanding any other provision of this Agreement, the Company shall reimburse Indemnitee for, or advance
all Expenses incurred by or
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on behalf of Indemnitee in connection with any Proceeding by reason of Indemnitee’s Corporate Status within ten (10) days after the receipt by the Company
of a statement or statements from Indemnitee requesting such advance or advances from time to time, whether prior to or after final disposition of such
Proceeding. Such statement or statements shall reasonably evidence the Expenses incurred by Indemnitee and shall include or be preceded or accompanied by
an undertaking by or on behalf of Indemnitee to repay within thirty (30) days of ultimate determination any Expenses advanced if it shall ultimately be
determined that Indemnitee is not entitled to be indemnified against such Expenses. Any advances and undertakings to repay pursuant to this Section 5 shall
be unsecured and interest free.

6.    Procedures and Presumptions for Determination of Entitlement to Indemnification. It is the intent of this Agreement to secure for Indemnitee
rights of indemnity that are as favorable as may be permitted under the Law and public policy of the State of Delaware. Accordingly, the parties agree that the
following procedures and presumptions shall apply in the event of any question as to whether Indemnitee is entitled to indemnification under this Agreement:

(a)    To obtain indemnification (including, but not limited to, the advancement of Expenses and contribution by the Company) under this
Agreement, Indemnitee shall submit to the Company a written request, including therein or therewith such documentation and information as is reasonably
available to Indemnitee and is reasonably necessary to determine whether and to what extent Indemnitee is entitled to indemnification. The Secretary of the
Company shall, promptly upon receipt of such a request for indemnification, advise the Board in writing that Indemnitee has requested indemnification.
Notwithstanding the foregoing, any failure of Indemnitee to provide such a request to the Company, or to provide such a request in a timely fashion, shall not
relieve the Company of any liability that it may have to Indemnitee unless, and to the extent that, such failure actually and materially prejudices the interests
of the Company.

(b)    Upon written request by Indemnitee for indemnification pursuant to the first sentence of Section 6(a) hereof, a determination with
respect to Indemnitee’s entitlement thereto shall be made in the specific case by one of the following four methods, which shall be at the election of the
Indemnitee: (1) by a majority vote of the Disinterested Directors (as hereinafter defined), even though less than a quorum, (2) by a committee of Disinterested
Directors designated by a majority vote of the Disinterested Directors, even though less than a quorum, (3) Independent Counsel (as hereinafter defined) in a
written opinion to the Board, a copy of which shall be delivered to the Indemnitee, or (4) by the stockholders of the Company.

(c)    If the determination of entitlement to indemnification is to be made by Independent Counsel pursuant to Section 6(b) hereof, the
Independent Counsel shall be selected as provided in this Section 6(c). The Independent Counsel shall be selected by Indemnitee (unless Indemnitee requests
that such selection be made by the Board). Indemnitee or the Company, as the case may be, may, within 10 days after such written notice of selection shall
have been given, deliver to the Company or to Indemnitee, as the case may be, a written objection to such selection; provided, however, that such objection
may be asserted only on the ground that the Independent Counsel so selected does not meet the requirements of “Independent
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Counsel” as defined in Section 13 of this Agreement, and the objection shall set forth with particularity the factual basis of such assertion. Absent a proper
and timely objection, the person so selected shall act as Independent Counsel. If a written objection is made and substantiated, the Independent Counsel
selected may not serve as Independent Counsel unless and until such objection is withdrawn or a court has determined that such objection is without merit. If,
within 20 days after submission by Indemnitee of a written request for indemnification pursuant to Section 6(a) hereof, no Independent Counsel shall have
been selected and not objected to, either the Company or Indemnitee may petition the Court of Chancery of the State of Delaware or other court of competent
jurisdiction for resolution of any objection which shall have been made by the Company or Indemnitee to the other’s selection of Independent Counsel and/or
for the appointment as Independent Counsel of a person selected by the court or by such other person as the court shall designate, and the person with respect
to whom all objections are so resolved or the person so appointed shall act as Independent Counsel under Section 6(b) hereof. The Company shall pay any and
all reasonable fees and expenses of Independent Counsel incurred by such Independent Counsel in connection with acting pursuant to Section 6(b) hereof, and
the Company shall pay all reasonable fees and expenses incident to the procedures of this Section 6(c), regardless of the manner in which such Independent
Counsel was selected or appointed.

(d)    In making a determination with respect to entitlement to indemnification hereunder, the person or persons or entity making such
determination shall presume that Indemnitee is entitled to indemnification under this Agreement. Anyone seeking to overcome this presumption shall have the
burden of proof and the burden of persuasion by clear and convincing evidence. Neither the failure of the Company (including by its directors or Independent
Counsel) to have made a determination prior to the commencement of any action pursuant to this Agreement that indemnification is proper in the
circumstances because Indemnitee has met the applicable standard of conduct, nor an actual determination by the Company (including by its directors or
Independent Counsel) that Indemnitee has not met such applicable standard of conduct, shall be a defense to the action or create a presumption that
Indemnitee has not met the applicable standard of conduct.

(e)    Indemnitee shall be deemed to have acted in good faith if Indemnitee’s action is based on the records or books of account of the
Enterprise (as hereinafter defined), including financial statements, or on information supplied to Indemnitee by the officers of the Enterprise in the course of
their duties, or on the advice of legal counsel for the Enterprise or on information or records given or reports made to the Enterprise by an independent
certified public accountant or by an appraiser or other expert selected with reasonable care by the Enterprise. In addition, the knowledge and/or actions, or
failure to act, of any director, officer, agent or employee of the Enterprise shall not be imputed to Indemnitee for purposes of determining the right to
indemnification under this Agreement. Whether or not the foregoing provisions of this Section 6(e) are satisfied, it shall in any event be presumed that
Indemnitee has at all times acted in good faith and in a manner he reasonably believed to be in or not opposed to the best interests of the Company. Anyone
seeking to overcome this presumption shall have the burden of proof and the burden of persuasion by clear and convincing evidence.

(f)    If the person, persons or entity empowered or selected under Section 6 to determine whether Indemnitee is entitled to
indemnification shall not have made a determination within thirty (30) days after receipt by the Company of the request therefor, the
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requisite determination of entitlement to indemnification shall be deemed to have been made and Indemnitee shall be entitled to such indemnification absent
(i) a misstatement by Indemnitee of a material fact, or an omission of a material fact necessary to make Indemnitee’s statement not materially misleading, in
connection with the request for indemnification, or (ii) a prohibition of such indemnification under applicable law; provided, however, that such 30-day period
may be extended for a reasonable time, not to exceed an additional fifteen (15) days, if the person, persons or entity making such determination with respect
to entitlement to indemnification in good faith requires such additional time to obtain or evaluate documentation and/or information relating thereto; and
provided, further, that the foregoing provisions of this Section 6(f) shall not apply if the determination of entitlement to indemnification is to be made by the
stockholders pursuant to Section 6(b) of this Agreement and if (A) within fifteen (15) days after receipt by the Company of the request for such determination,
the Board or the Disinterested Directors, if appropriate, resolve to submit such determination to the stockholders for their consideration at an annual meeting
thereof to be held within seventy-five (75) days after such receipt and such determination is made thereat, or (B) a special meeting of stockholders is called
within fifteen (15) days after such receipt for the purpose of making such determination, such meeting is held for such purpose within sixty (60) days after
having been so called and such determination is made thereat.

(g)    Indemnitee shall cooperate with the person, persons or entity making such determination with respect to Indemnitee’s entitlement to
indemnification, including providing to such person, persons or entity upon reasonable advance request any documentation or information which is not
privileged or otherwise protected from disclosure and which is reasonably available to Indemnitee and reasonably necessary to such determination. Any
Independent Counsel, member of the Board or stockholder of the Company shall act reasonably and in good faith in making a determination regarding the
Indemnitee’s entitlement to indemnification under this Agreement. Any costs or expenses (including reasonable attorneys’ fees and disbursements) incurred
by Indemnitee in so cooperating with the person, persons or entity making such determination shall be borne by the Company (irrespective of the
determination as to Indemnitee’s entitlement to indemnification) and the Company hereby indemnifies and agrees to hold Indemnitee harmless therefrom.

(h)    The Company acknowledges that a settlement or other disposition short of final judgment may be successful if it permits a party to
avoid expense, delay, distraction, disruption and uncertainty. In the event that any Proceeding to which Indemnitee is a party is resolved in any manner other
than by adverse judgment against Indemnitee (including, without limitation, settlement of such Proceeding with or without payment of money or other
consideration) it shall be presumed that Indemnitee has been successful on the merits or otherwise in such Proceeding. Anyone seeking to overcome this
presumption shall have the burden of proof and the burden of persuasion by clear and convincing evidence.

(i)    The termination of any Proceeding or of any claim, issue or matter therein, by judgment, order, settlement or conviction, or upon a
plea of nolo contendere or its equivalent, shall not (except as otherwise expressly provided in this Agreement) of itself adversely affect the right of Indemnitee
to indemnification or create a presumption that Indemnitee did not act in good faith and in a manner which he reasonably believed to be in or not opposed to
the best interests of the Company or, with respect to any criminal Proceeding, that Indemnitee had reasonable cause to believe that his conduct was unlawful.
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7.    Remedies of Indemnitee.

(a)    In the event that (i) a determination is made pursuant to Section 6 of this Agreement that Indemnitee is not entitled to
indemnification under this Agreement, (ii) advancement of Expenses is not timely made pursuant to Section 5 of this Agreement, (iii) no determination of
entitlement to indemnification is made pursuant to Section 6(b) of this Agreement within Ninety (90) days after receipt by the Company of the request for
indemnification, (iv) payment of indemnification is not made pursuant to this Agreement within ten (10) days after receipt by the Company of a written
request therefor, (v) payment of indemnification is not made within ten (10) days after a determination has been made that Indemnitee is entitled to
indemnification or such determination is deemed to have been made pursuant to Section 6 of this Agreement, or (vi) the Company or any other person takes
any action to declare this Agreement void or unenforceable, or institutes any litigation or other action or Proceeding designed to deny, or to recover from, the
Indemnitee the benefits provided or intended to be provided hereunder, Indemnitee shall be entitled to an adjudication in an appropriate court of the State of
Delaware, or in any other court of competent jurisdiction, of his entitlement to such indemnification. Indemnitee shall commence such proceeding seeking an
adjudication within one hundred eighty (180) days following the date on which Indemnitee first has the right to commence such proceeding pursuant to this
Section 7(a). The Company shall not oppose Indemnitee’s right to seek any such adjudication.

(b)    In the event that a determination shall have been made pursuant to Section 6(b) of this Agreement that Indemnitee is not entitled to
indemnification, any judicial proceeding commenced pursuant to this Section 7 shall be conducted in all respects as a de novo trial on the merits, and
Indemnitee shall not be prejudiced by reason of the adverse determination under Section 6(b).

(c)    If a determination shall have been made pursuant to Section 6(b) of this Agreement that Indemnitee is entitled to indemnification,
the Company shall be bound by such determination in any judicial proceeding commenced pursuant to this Section 7, absent (i) a misstatement by Indemnitee
of a material fact, or an omission of a material fact necessary to make Indemnitee’s misstatement not materially misleading in connection with the application
for indemnification or (ii) a prohibition of such indemnification under applicable law.

(d)    In the event that Indemnitee, pursuant to this Section 7, seeks a judicial adjudication of his rights under, or to recover damages for
breach of, this Agreement, or to recover under any directors’ and officers’ liability insurance policies maintained by the Company, the Company shall pay on
his behalf, in advance, any and all expenses (of the types described in the definition of Expenses in Section 13 of this Agreement) actually and reasonably
incurred by him in such judicial adjudication, regardless of whether Indemnitee ultimately is determined to be entitled to such indemnification, advancement
of expenses or insurance recovery. The Company authorizes Indemnitee from time to time to retain counsel of Indemnitee’s choice, at the expense of the
Company to the extent provided under applicable law, to advise and represent Indemnitee in connection with any such judicial adjudication or recovery,
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including without limitation, the initiation or defense of any litigation or other legal action, whether by or against the Company or any director, officer,
stockholder or other person affiliated with the Company; provided that (A) the employment of counsel by Indemnitee has been previously authorized by the
Company and (B) Indemnitee shall have reasonably concluded that there is a conflict of interest between the Company and Indemnitee with respect to any
judicial action. Notwithstanding any existing or prior attorney-client relationship between the Company and such counsel, the Company consents to
Indemnitee’s entering into an attorney-client relationship with such counsel, and in that connection, the Company and Indemnitee agree that a confidential
relationship shall exist between Indemnitee and such counsel.

(e)    The Company shall be precluded from asserting in any judicial proceeding commenced pursuant to this Section 7 that the
procedures and presumptions of this Agreement are not valid, binding and enforceable. The Company agrees that its execution of this Agreement shall
constitute a stipulation by which (and, if necessary, it shall stipulate in any such court that) it shall be irrevocably bound in any court of competent jurisdiction
in which a proceeding by Indemnitee for enforcement of his rights hereunder shall have been commenced, continued or appealed, that its obligations set forth
in this Agreement are unique and special, and that failure of the Company to comply with the provisions of this Agreement will cause irreparable and
irremediable injury to Indemnitee, for which a remedy at law will be inadequate. As a result, in addition to any other right or remedy Indemnitee may have at
law or in equity with respect to breach of this Agreement, Indemnitee shall be entitled to injunctive or mandatory relief directing specific performance by the
Company of its obligations under this Agreement. The Company shall indemnify Indemnitee against any and all Expenses and, if requested by Indemnitee,
shall (within ten (10) days after receipt by the Company of a written request therefor) advance, to the extent not prohibited by law, such Expenses to
Indemnitee, which are incurred by Indemnitee in connection with any action brought by Indemnitee for indemnification or advance of Expenses from the
Company under this Agreement or under any directors’ and officers’ liability insurance policies maintained by the Company, regardless of whether
Indemnitee ultimately is determined to be entitled to such indemnification, advancement of Expenses or insurance recovery, as the case may be.

(f)    Notwithstanding anything in this Agreement to the contrary, no determination as to entitlement to indemnification under this
Agreement shall be required to be made prior to the final disposition of the Proceeding.

8.    Non-Exclusivity; Survival of Rights; Primacy of Indemnification; Insurance; Subrogation.

(a)    The rights of indemnification and the right to receive advancement of Expenses as provided by this Agreement shall not be deemed
exclusive of any other rights to which Indemnitee may at any time be entitled under applicable law, the Charter, the Bylaws, any agreement, a vote of
stockholders, a resolution of directors or otherwise. No amendment, alteration or repeal of this Agreement or of any provision hereof shall limit or restrict any
right of Indemnitee under this Agreement in respect of any action taken or omitted by such Indemnitee in his Corporate Status prior to such amendment,
alteration or repeal. To the extent that a change in the Law, whether by statute or judicial decision, permits greater indemnification than would be afforded
currently under the Charter, the Bylaws and this Agreement, it is the intent of the
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parties hereto that Indemnitee shall enjoy by this Agreement the greater benefits so afforded by such change. No right or remedy herein conferred is intended
to be exclusive of any other right or remedy, and every other right and remedy shall be cumulative and in addition to every other right and remedy given
hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not
prevent the concurrent assertion or employment of any other right or remedy.

(b)    To the extent that the Company maintains an insurance policy or policies providing liability insurance for directors, officers,
employees, or agents or fiduciaries of the Company or of any other corporation, partnership, joint venture, trust, employee benefit plan or other enterprise that
such person serves at the request of the Company, Indemnitee shall be covered by such policy or policies in accordance with its or their terms to the maximum
extent of the coverage available for any director, officer, employee, agent or fiduciary under such policy or policies. If, at the time of the receipt of a notice of
a claim pursuant to the terms hereof, the Company has director and officer liability insurance in effect, the Company shall give prompt notice of the
commencement of such proceeding to the insurers in accordance with the procedures set forth in the respective policies. The Company shall thereafter take all
necessary or desirable action to cause such insurers to pay, on behalf of the Indemnitee, all amounts payable as a result of such proceeding in accordance with
the terms of such policies.

(c)    The Company hereby acknowledges that Indemnitee has or may have certain rights to indemnification, advancement of expenses
and/or insurance provided by the Investor and certain of its affiliates (collectively, the “Investor Indemnitors”). The Company hereby agrees (i) that it is the
indemnitor of first resort (i.e., its obligations to Indemnitee are primary and any obligation of the Investor Indemnitors to advance expenses or to provide
indemnification for the same expenses or liabilities incurred by Indemnitee are secondary), (ii) that it shall be required to advance the full amount of expenses
incurred by Indemnitee and shall be liable for the full amount of all Expenses, judgments, penalties, fines and amounts paid in settlement to the extent legally
permitted and as required by the terms of this Agreement, the Charter or the Bylaws (or any other agreement between the Company and Indemnitee), without
regard to any rights Indemnitee may have against the Investor Indemnitors, and, (iii) that it irrevocably waives, relinquishes and releases the Investor
Indemnitors from any and all claims against the Investor Indemnitors for contribution, subrogation or any other recovery of any kind in respect thereof. The
Company further agrees that no advancement or payment by the Investor Indemnitors on behalf of Indemnitee with respect to any claim for which Indemnitee
has sought indemnification from the Company shall affect the foregoing and the Investor Indemnitors shall have a right of contribution and/or be subrogated
to the extent of such advancement or payment to all of the rights of recovery of Indemnitee against the Company. The Company and Indemnitee agree that the
Investor Indemnitors are express third party beneficiaries of the terms of this Section 8(c). Further, if the Investor or an entity affiliated with the Investor
(“Investor Affiliate”) is, or is threatened to be made, a party to or a participant in any pending, threatened or contemplated action, suit or proceeding, and the
Investor or Investor Affiliate’s involvement in such action, suit or proceeding is directly or indirectly related to Indemnitee’s service to the Company as a
director of the Company, then the Investor or Investor Affiliate shall be entitled to all of the indemnification rights and remedies under this Agreement as are
afforded Indemnitee.
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(d)    Except as provided in Section 8(c) above, in the event of any payment under this Agreement, the Company shall be subrogated to
the extent of such payment to all of the rights of recovery of Indemnitee (other than against the Investor Indemnitors) with respect any insurance policy
maintained by the Company in favor of Indemnitee, who shall execute all papers required and take all action necessary to secure such rights, including
execution of such documents as are necessary to enable the Company to bring suit to enforce such rights in accordance with the terms of such insurance
policy.

(e)    Except as provided in Section 8(c) above and Section 9(a) below, the Company shall not be liable under this Agreement to make any
payment of amounts otherwise indemnifiable hereunder if and to the extent that Indemnitee has otherwise actually received such payment under any insurance
policy, contract, agreement or otherwise.

9.    Exception to Right of Indemnification. Notwithstanding any provision in this Agreement, the Company shall not be obligated under this
Agreement to indemnify Indemnitee in connection with any claim made against Indemnitee:

(a)    not permissible under law; or

(b)    for which payment has actually been made to or on behalf of Indemnitee under any insurance policy or other indemnity provision,
except with respect to any excess beyond the amount paid under any insurance policy or other indemnity provision, provided, that the foregoing shall not
affect the rights of Indemnitee or the Investor Indemnitors set forth in Section 8(c) above; or

(c)    for an accounting of profits made from the purchase and sale (or sale and purchase) by Indemnitee of securities of the Company
within the meaning of Section 16(b) of the Securities Exchange Act of 1934, as amended, or similar provisions of state statutory law or common law; or

(d)    in connection with any Proceeding (or any part of any Proceeding) initiated by Indemnitee, including any Proceeding (or any part of
any Proceeding) initiated by Indemnitee against the Company or its directors, officers, employees or other indemnitees, unless (i) the Board authorized the
Proceeding (or any part of any Proceeding) prior to its initiation, (ii) such Proceeding is being brought by Indemnitee to assert, interpret or enforce his rights
under this Agreement, or (iii) the Company provides the indemnification, in its sole discretion, pursuant to the powers vested in the Company under
applicable law.

10.    Duration of Agreement. All agreements and obligations of the Company contained herein shall continue during the period Indemnitee is a
director of the Company (or is or was serving at the request of the Company as a director, officer, employee or agent of another corporation, partnership, joint
venture, trust or other enterprise) and shall continue thereafter so long as Indemnitee shall be subject to any Proceeding (or any proceeding commenced under
Section 7 hereof) by reason of his Corporate Status, whether or not he is acting or serving in any such capacity at the time any liability or expense is incurred
for which indemnification can be provided under this Agreement. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the
parties hereto and their respective successors (including any direct
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or indirect successor by purchase, merger, consolidation or otherwise to all or substantially all of the business or assets of the Company), assigns, spouses,
heirs, executors and personal and legal representatives.

11.    Security. To the extent requested by Indemnitee and approved by the Board, the Company may at any time and from time to time provide
security to Indemnitee for the Company’s obligations hereunder through an irrevocable bank line of credit, funded trust or other collateral. Any such security,
once provided to Indemnitee, may not be revoked or released without the prior written consent of the Indemnitee.

12.    Enforcement.

(a)    The Company expressly confirms and agrees that it has entered into this Agreement and assumes the obligations imposed on it
hereby in order to induce Indemnitee to serve as a director of the Company, and the Company acknowledges that Indemnitee is relying upon this Agreement
in serving as a director of the Company.

(b)    This Agreement constitutes the entire agreement between the parties hereto with respect to the subject matter hereof and supersedes
all prior agreements and understandings, oral, written and implied, between the parties hereto with respect to the subject matter hereof.

13.    Definitions. For purposes of this Agreement:

(a)    “Corporate Status” describes the status of a person who is or was a director, officer, employee, agent or fiduciary of the Company or
of any other corporation, partnership, joint venture, trust, employee benefit plan or other enterprise that such person is or was serving at the express written
request of the Company.

(b)    “Disinterested Director” means a director of the Company who is not and was not a party to the Proceeding in respect of which
indemnification is sought by Indemnitee.

(c)    “Enterprise” shall mean the Company and any other corporation, partnership, joint venture, trust, employee benefit plan or other
enterprise that Indemnitee is or was serving at the express written request of the Company as a director, officer, employee, agent or fiduciary.

(d)    “Expenses” shall include all reasonable attorneys’ fees, retainers, court costs, transcript costs, fees of experts, witness fees, travel
expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery service fees and all other disbursements or expenses of the types
customarily incurred in connection with prosecuting, defending, preparing to prosecute or defend, investigating, participating, or being or preparing to be a
witness in a Proceeding or responding to, or objecting to, a request to provide discovery in any Proceeding. “Expenses” also shall include Expenses incurred
in connection with any appeal resulting from any Proceeding and any federal, state, local or foreign taxes imposed on the Indemnitee as a result of the actual
or deemed receipt of any payments under this Agreement, including without limitation, the premium, security for, and other costs relating to any cost bond,
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supersedeas bond, or other appeal bond or its equivalent, and, for purposes of Section 7(e), Expenses incurred by the Indemnitee in connection with the
interpretation, enforcement or defense of Indemnitee’s rights under this Agreement by litigation.

(e)    “Independent Counsel” means a law firm, or a member of a law firm, that is experienced in matters of corporation law, including
without limitation, the Law, and neither presently is, nor in the past five years has been, retained to represent: (i) the Company or Indemnitee in any matter
material to either such party (other than with respect to matters concerning Indemnitee under this Agreement, or of other indemnitees under similar
indemnification agreements), or (ii) any other party to the Proceeding giving rise to a claim for indemnification hereunder. Notwithstanding the foregoing, the
term “Independent Counsel” shall not include any person who, under the applicable standards of professional conduct then prevailing, would have a conflict
of interest in representing either the Company or Indemnitee in an action to determine Indemnitee’s rights under this Agreement. The Company agrees to pay
the reasonable fees of the Independent Counsel referred to above and to fully indemnify such counsel against any and all Expenses, claims, liabilities and
damages arising out of or relating to this Agreement or its engagement pursuant hereto.

(f)    “Proceeding” includes any threatened, pending or completed action, suit, arbitration, alternate dispute resolution mechanism,
investigation, inquiry, administrative hearing or any other actual, threatened or completed proceeding, whether brought by or in the right of the Company or
otherwise and whether civil, criminal, administrative or investigative, in which Indemnitee was, is or will be involved as a party or otherwise, by reason of the
fact that Indemnitee is or was a director of the Company, by reason of any action taken by him or of any inaction on his part while acting as a director of the
Company, or by reason of the fact that he is or was serving at the request of the Company as a director, officer, employee, agent or fiduciary of another
corporation, partnership, joint venture, trust, employee benefit plan or other Enterprise; in each case whether or not he is acting or serving in any such
capacity at the time any liability or expense is incurred for which indemnification can be provided under this Agreement; including one pending on or before
the date of this Agreement, but excluding one initiated by an Indemnitee pursuant to Section 7 of this Agreement to enforce his rights under this Agreement.

14.    Severability. If any provision or provisions of this Agreement shall be held by a court of competent jurisdiction to be invalid, void, illegal
or otherwise unenforceable for any reason whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Agreement (including
without limitation, each portion of any section of this Agreement containing any such provision held to be invalid, illegal or unenforceable that is not itself
invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby and shall remain enforceable to the fullest extent permitted by law; and
(b) to the fullest extent possible, the provisions of this Agreement (including, without limitation, each portion of any section of this Agreement containing any
such provision held to be invalid, illegal or unenforceable that is not itself invalid, illegal or unenforceable) shall be construed so as to give effect to the intent
manifested thereby. Without limiting the generality of the foregoing, this Agreement is intended to confer upon Indemnitee indemnification rights to the
fullest extent permitted by applicable law. In the event any provision hereof conflicts with any applicable law, such provision shall be deemed modified,
consistent with the aforementioned intent, to the extent necessary to resolve such conflict.
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15.    Modification and Waiver. No supplement, modification, termination or amendment of this Agreement shall be binding unless executed in
writing by both of the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall constitute a waiver of any other
provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.

16.    Notice By Indemnitee. Indemnitee agrees promptly to notify the Company in writing upon being served with or otherwise receiving any
summons, citation, subpoena, complaint, indictment, information or other document relating to any Proceeding or matter which may be subject to
indemnification covered hereunder. The failure to so notify the Company shall not relieve the Company of any obligation which it may have to Indemnitee
under this Agreement or otherwise unless and only to the extent that such failure or delay materially prejudices the Company.

17.    Notices. All notices and other communications given or made pursuant to this Agreement shall be in writing and shall be deemed
effectively given: (a) upon personal delivery to the party to be notified, (b) when sent by confirmed electronic mail or facsimile if sent during normal business
hours of the recipient, and if not so confirmed, then on the next business day, (c) five (5) days after having been sent by registered or certified mail, return
receipt requested, postage prepaid, or (d) one (1) day after deposit with a nationally recognized overnight courier, specifying next day delivery, with written
verification of receipt. All communications shall be sent:

(a)    If to Indemnitee, to the address set forth below Indemnitee signature hereto.

(b)    If to the Company, to:

Neuronetics, Inc.
3222 Phoenixville Pike
Malvern, PA 19355
Fax: 610-640-4206Attention: President

or to such other address as may have been furnished to Indemnitee by the Company or to the Company by Indemnitee, as the case may be.

18.    Identical Counterparts. This Agreement may be executed in one or more counterparts, each of which shall for all purposes be deemed to be
an original but all of which together shall constitute one and the same agreement. This Agreement may also be executed and delivered by facsimile signature
and in one or more counterparts, each of which shall be deemed an original, but all of which together shall constitute one and the same instrument. Only one
such counterpart signed by the party against whom enforceability is sought needs to be produced to evidence the existence of this Agreement.
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19.    Headings. The headings of the sections of this Agreement are inserted for convenience only and shall not be deemed to constitute part of
this Agreement or to affect the construction thereof.

20.    Governing Law. The parties agree that this Agreement shall be governed by, and construed and enforced in accordance with, the laws of the
State of Delaware without application of the conflict of laws principles thereof.

21.    Gender. Use of the masculine pronoun shall be deemed to include usage of the feminine pronoun where appropriate.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on and as of the day and year first above written.
 

NEURONETICS, INC.

By:   
 Name:
 Title:

INDEMNITEE
 
 
Name:
Address:   
 

[SIGNATURE PAGE TO INDEMNIFICATION AGREEMENT]



Exhibit 10.10

NEURONETICS, INC.

FORM 2018 EQUITY INCENTIVE PLAN

ADOPTED BY THE BOARD OF DIRECTORS: [        ], 2018
APPROVED BY THE STOCKHOLDERS: [        ], 2018

IPO DATE: [        ], 2018
 
1. GENERAL.

(a)    Successor to and Continuation of Prior Plan. The Plan is intended as the successor to and continuation of the Company’s Amended and
Restated 2003 Stock Incentive Plan (the “Prior Plan”). From and after 12:01 a.m. Eastern time on the IPO Date, no additional awards will be granted under
the Prior Plan. All Awards granted on or after 12:01 a.m. Eastern Time on the IPO Date will be granted under this Plan. All awards granted under the Prior
Plan will remain subject to the terms of the Prior Plan.

(i)    Any shares that would otherwise remain available for future grants under the Prior Plan as of 12:01 a.m. Eastern Time on the IPO Date (the
“Prior Plan’s Available Reserve”) will cease to be available under the Prior Plan at such time. Instead, that number of shares of Common Stock equal to the
Prior Plan’s Available Reserve will be added to the Share Reserve (as further described in Section 3(a) below) and will be immediately available for grants
and issuance pursuant to Stock Awards hereunder, up to the maximum number set forth in Section 3(a) below.

(ii)    In addition, from and after 12:01 a.m. Eastern time on the IPO Date, any shares subject, at such time, to outstanding stock awards granted
under the Prior Plan that (i) expire or terminate for any reason prior to exercise or settlement; (ii) are forfeited because of the failure to meet a contingency or
condition required to vest such shares or otherwise return to the Company; or (iii) are reacquired, withheld (or not issued) to satisfy a tax withholding
obligation in connection with an award or to satisfy the purchase price or exercise price of a stock award (such shares the “Returning Shares”) will
immediately be added to the Share Reserve (as further described in Section 3(a) below) as and when such shares become Returning Shares, up to the
maximum number set forth in Section 3(a) below.

(b)    Eligible Award Recipients. Employees, Directors and Consultants are eligible to receive Awards.

(c)    Available Awards. The Plan provides for the grant of the following Awards: (i) Incentive Stock Options, (ii) Nonstatutory Stock Options,
(iii) Stock Appreciation Rights, (iv) Restricted Stock Awards, (v) Restricted Stock Unit Awards, (vi) Performance Stock Awards, (vii) Performance Cash
Awards, and (viii) Other Stock Awards.

(d)    Purpose. The Plan, through the grant of Awards, is intended to help the Company secure and retain the services of eligible award recipients,
provide incentives for such persons to exert maximum efforts for the success of the Company and any Affiliate, and provide a means by which the eligible
recipients may benefit from increases in value of the Common Stock.
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2. ADMINISTRATION.

(a)    Administration by Board. The Board will administer the Plan. The Board may delegate administration of the Plan to a Committee or
Committees, as provided in Section 2(c).

(b)    Powers of Board. The Board will have the power, subject to, and within the limitations of, the express provisions of the Plan:

(i)    To determine: (A) who will be granted Awards; (B) when and how each Award will be granted; (C) what type of Award will be granted;
(D) the provisions of each Award (which need not be identical), including when a person will be permitted to exercise or otherwise receive cash or Common
Stock under the Award; (E) the number of shares of Common Stock subject to, or the cash value of, an Award; and (F) the Fair Market Value applicable to a
Stock Award.

(ii)    To construe and interpret the Plan and Awards granted under it, and to establish, amend and revoke rules and regulations for administration
of the Plan and Awards. The Board, in the exercise of these powers, may correct any defect, omission or inconsistency in the Plan or in any Award Agreement
or in the written terms of a Performance Cash Award, in a manner and to the extent it will deem necessary or expedient to make the Plan or Award fully
effective.

(iii)    To settle all controversies regarding the Plan and Awards granted under it.

(iv)    To accelerate, in whole or in part, the time at which an Award may be exercised or vest (or the time at which cash or shares of Common
Stock may be issued in settlement thereof).

(v)    To suspend or terminate the Plan at any time. Except as otherwise provided in the Plan or an Award Agreement, suspension or termination
of the Plan will not materially impair a Participant’s rights under the Participant’s then-outstanding Award without the Participant’s written consent, except as
provided in subsection (viii) below.

(vi)    To amend the Plan in any respect the Board deems necessary or advisable, including, without limitation, by adopting amendments relating
to Incentive Stock Options and certain nonqualified deferred compensation under Section 409A of the Code and/or bringing the Plan or Awards granted under
the Plan into compliance with the requirements for Incentive Stock Options or ensuring that they are exempt from, or compliant with, the requirements for
nonqualified deferred compensation under Section 409A of the Code, subject to the limitations, if any, of applicable law. If required by applicable law or
listing requirements, and except as provided in Section 9(a) relating to Capitalization Adjustments, the Company will seek stockholder approval of any
amendment of the Plan that (A) materially increases the number of shares of Common Stock available for issuance under the Plan, (B) materially expands the
class of individuals eligible to receive Awards under the Plan, (C) materially increases the benefits accruing to Participants under the Plan, (D) materially
reduces the price at which shares of
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Common Stock may be issued or purchased under the Plan, (E) materially extends the term of the Plan, or (F) materially expands the types of Awards
available for issuance under the Plan. Except as otherwise provided in the Plan or an Award Agreement, no amendment of the Plan will materially impair a
Participant’s rights under an outstanding Award without the Participant’s written consent.

(vii)    To submit any amendment to the Plan for stockholder approval, including, but not limited to, amendments to the Plan intended to satisfy
the requirements of (A) Section 422 of the Code regarding “incentive stock options” or (B) Rule 16b-3.

(viii)    To approve forms of Award Agreements for use under the Plan and to amend the terms of any one or more Awards, including, but not
limited to, amendments to provide terms more favorable to the Participant than previously provided in the Award Agreement, subject to any specified limits in
the Plan that are not subject to Board discretion; provided, however, that a Participant’s rights under any Award will not be impaired by any such amendment
unless (A) the Company requests the consent of the affected Participant, and (B) such Participant consents in writing. Notwithstanding the foregoing, (1) a
Participant’s rights will not be deemed to have been impaired by any such amendment if the Board, in its sole discretion, determines that the amendment,
taken as a whole, does not materially impair the Participant’s rights, and (2) subject to the limitations of applicable law, if any, the Board may amend the terms
of any one or more Awards without the affected Participant’s consent (A) to maintain the qualified status of the Award as an Incentive Stock Option under
Section 422 of the Code; (B) to change the terms of an Incentive Stock Option, if such change results in impairment of the Award solely because it impairs the
qualified status of the Award as an Incentive Stock Option under Section 422 of the Code; (C) to clarify the manner of exemption from, or to bring the Award
into compliance with, Section 409A of the Code; or (D) to comply with other applicable laws or listing requirements.

(ix)    Generally, to exercise such powers and to perform such acts as the Board deems necessary or expedient to promote the best interests of the
Company and that are not in conflict with the provisions of the Plan or Awards.

(x)    To adopt such procedures and sub-plans as are necessary or appropriate to permit participation in the Plan by Employees, Directors or
Consultants who are foreign nationals or employed outside the United States (provided that Board approval will not be necessary for immaterial modifications
to the Plan or any Award Agreement that are required for compliance with the laws of the relevant foreign jurisdiction).

(xi)    To effect, with the consent of any adversely affected Participant, (A) the reduction of the exercise, purchase or strike price of any
outstanding Stock Award; (B) the cancellation of any outstanding Stock Award and the grant in substitution therefor of a new (1) Option or SAR,
(2) Restricted Stock Award, (3) Restricted Stock Unit Award, (4) Other Stock Award, (5) cash and/or (6) other valuable consideration determined by the
Board, in its sole discretion, with any such substituted award (x) covering the same or a different number of shares of Common Stock as the cancelled Stock
Award and (y) granted under the Plan or another equity or compensatory plan of the Company; or (C) any other action that is treated as a repricing under
generally accepted accounting principles.
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 (c) Delegation to Committee.

(i)    General. The Board may delegate some or all of the administration of the Plan to a Committee or Committees. If administration of the Plan
is delegated to a Committee, the Committee will have, in connection with the administration of the Plan, the powers theretofore possessed by the Board that
have been delegated to the Committee, including the power to delegate to a subcommittee of the Committee any of the administrative powers the Committee
is authorized to exercise (and references in this Plan to the Board will thereafter be construed as being to the Committee or subcommittee, as applicable). Any
delegation of administrative powers will be reflected in resolutions, not inconsistent with the provisions of the Plan, adopted from time to time by the Board
or Committee (as applicable). The Board may retain the authority to concurrently administer the Plan with the Committee and may, at any time, revest in the
Board some or all of the powers previously delegated.

(ii)    Rule 16b-3 Compliance. The Committee may consist solely of two or more Non-Employee Directors in accordance with Rule 16b-3.

(d)    Delegation to an Officer. The Board may delegate to one (1) or more Officers the authority to do one or both of the following (i) designate
Employees who are not Officers to be recipients of Options and SARs (and, to the extent permitted by applicable law, other Stock Awards) and, to the extent
permitted by applicable law, the terms of such Awards, and (ii) determine the number of shares of Common Stock to be subject to such Stock Awards granted
to such Employees; provided, however, that the Board resolutions regarding such delegation will specify the total number of shares of Common Stock that
may be subject to the Stock Awards granted by such Officer and that such Officer may not grant a Stock Award to himself or herself. Any such Stock Awards
will be granted on the form of Stock Award Agreement most recently approved for use by the Committee or the Board, unless otherwise provided in the
resolutions approving the delegation authority. The Board may not delegate authority to an Officer who is acting solely in the capacity of an Officer (and not
also as a Director) to determine the Fair Market Value pursuant to Section 13(w)(iii) below.

(e)    Effect of Board’s Decision. All determinations, interpretations and constructions made by the Board in good faith will not be subject to review by
any person and will be final, binding and conclusive on all persons.

 
3. SHARES SUBJECT TO THE PLAN.

(a)    Share Reserve. Subject to Section 9(a) relating to Capitalization Adjustments, and the following sentence regarding the annual increase, the
aggregate number of shares of Common Stock that may be issued pursuant to Stock Awards will not exceed [            ] shares (the “Share Reserve”), which
number is the sum of (i) [            ] new shares, plus (ii) the number of shares subject to the Prior Plan’s Available Reserve, plus (iii) the number of shares that
are Returning Shares, as such shares become available from time to time.

In addition, the Share Reserve will automatically increase on January 1st of each year, for a period of not more than ten years, commencing on January
1st of the year following the year in which the IPO Date occurs and ending on (and including) January 1, 2028, in an amount equal to
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        % of the total number of shares of Capital Stock outstanding on December 31st of the preceding calendar year. Notwithstanding the foregoing, the Board
may act prior to January 1st of a given year to provide that there will be no January 1st increase in the Share Reserve for such year or that the increase in the
Share Reserve for such year will be a lesser number of shares of Common Stock than would otherwise occur pursuant to the preceding sentence.

For clarity, the Share Reserve in this Section 3(a) is a limitation on the number of shares of Common Stock that may be issued pursuant to the Plan.
Accordingly, this Section 3(a) does not limit the granting of Stock Awards except as provided in Section 7(a). Shares may be issued in connection with a
merger or acquisition as permitted by NASDAQ Listing Rule 5635(c) or, if applicable, NYSE Listed Company Manual Section 303A.08, AMEX Company
Guide Section 711 or other applicable rule, and such issuance will not reduce the number of shares available for issuance under the Plan.

(b)    Reversion of Shares to the Share Reserve. If a Stock Award or any portion thereof (i) expires or otherwise terminates without all of the shares
covered by such Stock Award having been issued or (ii) is settled in cash (i.e., the Participant receives cash rather than stock), such expiration, termination or
settlement will not reduce (or otherwise offset) the number of shares of Common Stock that may be available for issuance under the Plan. If any shares of
Common Stock issued pursuant to a Stock Award are forfeited back to or repurchased by the Company because of the failure to meet a contingency or
condition required to vest such shares in the Participant, then the shares that are forfeited or repurchased will revert to and again become available for issuance
under the Plan. Any shares reacquired by the Company in satisfaction of tax withholding obligations on a Stock Award or as consideration for the exercise or
purchase price of a Stock Award will again become available for issuance under the Plan.

(c)    Incentive Stock Option Limit. Subject to the provisions of Section 9(a) relating to Capitalization Adjustments, the aggregate maximum number
of shares of Common Stock that may be issued pursuant to the exercise of Incentive Stock Options will be [            ] shares of Common Stock.

(d)    Limitation on Grants to Non-Employee Directors. The maximum number of shares of Common Stock subject to Stock Awards granted under
the Plan or otherwise during any one calendar year to any Non-Employee Director, taken together with any cash fees paid by the Company to such
Non-Employee Director during such calendar year for service on the Board, will not exceed $[            ] in total value (calculating the value of any such Stock
Awards based on the grant date fair value of such Stock Awards for financial reporting purposes), or, with respect to the calendar year in which a
Non-Employee Director is first appointed or elected to the Board, $[            ].

(e)    Source of Shares. The stock issuable under the Plan will be shares of authorized but unissued or reacquired Common Stock, including shares
repurchased by the Company on the open market or otherwise.
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4. ELIGIBILITY.

(a)    Eligibility for Specific Stock Awards. Incentive Stock Options may be granted only to employees of the Company or a “parent corporation” or
“subsidiary corporation” thereof (as such terms are defined in Sections 424(e) and 424(f) of the Code). Stock Awards other than Incentive Stock Options may
be granted to Employees, Directors and Consultants; provided, however, that Stock Awards may not be granted to Employees, Directors and Consultants who
are providing Continuous Service only to any “parent” of the Company, as such term is defined in Rule 405 of the Securities Act, unless (i) the stock
underlying such Stock Awards is treated as “service recipient stock” under Section 409A of the Code (for example, because the Stock Awards are granted
pursuant to a corporate transaction such as a spin off transaction), (ii) the Company, in consultation with its legal counsel, has determined that such Stock
Awards are otherwise exempt from Section 409A of the Code, or (iii) the Company, in consultation with its legal counsel, has determined that such Stock
Awards comply with the distribution requirements of Section 409A of the Code.

(b)    Ten Percent Stockholders. A Ten Percent Stockholder will not be granted an Incentive Stock Option unless the exercise price of such Option is
at least 110% of the Fair Market Value on the date of grant and the Option is not exercisable after the expiration of five years from the date of grant.

 
5. PROVISIONS RELATING TO OPTIONS AND STOCK APPRECIATION RIGHTS.

Each Option or SAR will be in such form and will contain such terms and conditions as the Board deems appropriate. All Options will be separately
designated Incentive Stock Options or Nonstatutory Stock Options at the time of grant, and, if certificates are issued, a separate certificate or certificates will
be issued for shares of Common Stock purchased on exercise of each type of Option. If an Option is not specifically designated as an Incentive Stock Option,
or if an Option is designated as an Incentive Stock Option but some portion or all of the Option fails to qualify as an Incentive Stock Option under the
applicable rules, then the Option (or portion thereof) will be a Nonstatutory Stock Option. The provisions of separate Options or SARs need not be identical;
provided, however, that each Award Agreement will conform to (through incorporation of provisions hereof by reference in the applicable Award Agreement
or otherwise) the substance of each of the following provisions:

(a)    Term. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, no Option or SAR will be exercisable after the expiration of
ten years from the date of its grant or such shorter period specified in the Award Agreement.

(b)    Exercise Price. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, the exercise or strike price of each Option or SAR
will be not less than 100% of the Fair Market Value of the Common Stock subject to the Option or SAR on the date the Award is granted. Notwithstanding the
foregoing, an Option or SAR may be granted with an exercise or strike price lower than 100% of the Fair Market Value of the Common Stock subject to the
Award if such Award is granted pursuant to an assumption of or substitution for another option or stock appreciation right pursuant to a Corporate Transaction
and in a manner consistent with the provisions of Section 409A of the Code and, if applicable, Section 424(a) of the Code. Each SAR will be denominated in
shares of Common Stock equivalents.
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(c)    Purchase Price for Options. The purchase price of Common Stock acquired pursuant to the exercise of an Option may be paid, to the extent
permitted by applicable law and as determined by the Board in its sole discretion, by any combination of the methods of payment set forth below. The Board
will have the authority to grant Options that do not permit all of the following methods of payment (or otherwise restrict the ability to use certain methods)
and to grant Options that require the consent of the Company to use a particular method of payment. The permitted methods of payment are as follows:

(i)    by cash, check, bank draft or money order payable to the Company;

(ii)    pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board that, prior to the issuance of the stock
subject to the Option, results in either the receipt of cash (or check) by the Company or the receipt of irrevocable instructions to pay the aggregate exercise
price to the Company from the sales proceeds;

(iii)    by delivery to the Company (either by actual delivery or attestation) of shares of Common Stock;

(iv)    if an Option is a Nonstatutory Stock Option, by a “net exercise” arrangement pursuant to which the Company will reduce the number of
shares of Common Stock issuable upon exercise by the largest whole number of shares with a Fair Market Value that does not exceed the aggregate exercise
price; provided, however, that the Company will accept a cash or other payment from the Participant to the extent of any remaining balance of the aggregate
exercise price not satisfied by such reduction in the number of whole shares to be issued. Shares of Common Stock will no longer be subject to an Option and
will not be exercisable thereafter to the extent that (A) shares issuable upon exercise are used to pay the exercise price pursuant to the “net exercise,” (B)
shares are delivered to the Participant as a result of such exercise, and (C) shares are withheld to satisfy tax withholding obligations; or

(v)    in any other form of legal consideration that may be acceptable to the Board and specified in the applicable Award Agreement.

(d)    Exercise and Payment of a SAR. To exercise any outstanding SAR, the Participant must provide written notice of exercise to the Company in
compliance with the provisions of the Stock Appreciation Right Agreement evidencing such SAR. The appreciation distribution payable on the exercise of a
SAR will be not greater than an amount equal to the excess of (A) the aggregate Fair Market Value (on the date of the exercise of the SAR) of a number of
shares of Common Stock equal to the number of Common Stock equivalents in which the Participant is vested under such SAR, and with respect to which the
Participant is exercising the SAR on such date, over (B) the aggregate strike price of the number of Common Stock equivalents with respect to which the
Participant is exercising the SAR on such date. The appreciation distribution may be paid in Common Stock, in cash, in any combination of the two or in any
other form of consideration, as determined by the Board and contained in the Award Agreement evidencing such SAR.
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(e)    Transferability of Options and SARs. The Board may, in its sole discretion, impose such limitations on the transferability of Options and SARs
as the Board will determine. In the absence of such a determination by the Board to the contrary, the following restrictions on the transferability of Options
and SARs will apply:

(i)    Restrictions on Transfer. An Option or SAR will not be transferable except by will or by the laws of descent and distribution (or pursuant
to subsections (ii) and (iii) below), and will be exercisable during the lifetime of the Participant only by the Participant. The Board may permit transfer of the
Option or SAR in a manner that is not prohibited by applicable tax and securities laws. Except as explicitly provided in the Plan, neither an Option nor a SAR
may be transferred for consideration.

(ii)    Domestic Relations Orders. Subject to the approval of the Board or a duly authorized Officer, an Option or SAR may be transferred
pursuant to the terms of a domestic relations order, official marital settlement agreement or other divorce or separation instrument as permitted by Treasury
Regulations Section 1.421-1(b)(2). If an Option is an Incentive Stock Option, such Option may be deemed to be a Nonstatutory Stock Option as a result of
such transfer.

(iii)    Beneficiary Designation. Subject to the approval of the Board or a duly authorized Officer, a Participant may, by delivering written notice
to the Company, in a form approved by the Company (or the designated broker), designate a third party who, on the death of the Participant, will thereafter be
entitled to exercise the Option or SAR and receive the Common Stock or other consideration resulting from such exercise. In the absence of such a
designation, upon the death of the Participant, the executor or administrator of the Participant’s estate will be entitled to exercise the Option or SAR and
receive the Common Stock or other consideration resulting from such exercise. However, the Company may prohibit designation of a beneficiary at any time,
including due to any conclusion by the Company that such designation would be inconsistent with the provisions of applicable laws.

(f)    Vesting Generally. The total number of shares of Common Stock subject to an Option or SAR may vest and become exercisable in periodic
installments that may or may not be equal. The Option or SAR may be subject to such other terms and conditions on the time or times when it may or may not
be exercised (which may be based on the satisfaction of Performance Goals or other criteria) as the Board may deem appropriate. The vesting provisions of
individual Options or SARs may vary. The provisions of this Section 5(f) are subject to any Option or SAR provisions governing the minimum number of
shares of Common Stock as to which an Option or SAR may be exercised.

(g)    Termination of Continuous Service. Except as otherwise provided in the applicable Award Agreement or other agreement between the
Participant and the Company, if a Participant’s Continuous Service terminates (other than for Cause and other than upon the Participant’s death or Disability),
the Participant may exercise his or her Option or SAR (to the extent that the Participant was entitled to exercise such Award as of the date of termination of
Continuous Service) within the period of time ending on the earlier of (i) the date that is 90 days following the termination of the Participant’s Continuous
Service (or such longer or shorter period specified in the applicable Award Agreement), and (ii) the expiration of the term of the
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Option or SAR as set forth in the Award Agreement. If, after termination of Continuous Service, the Participant does not exercise his or her Option or SAR
(as applicable) within the applicable time frame, the Option or SAR will terminate.

(h)    Extension of Termination Date. If the exercise of an Option or SAR following the termination of the Participant’s Continuous Service (other
than for Cause and other than upon the Participant’s death or Disability) would be prohibited at any time solely because the issuance of shares of Common
Stock would violate the registration requirements under the Securities Act, then the Option or SAR will terminate on the earlier of (i) the expiration of a total
period of time (that need not be consecutive) equal to the applicable post termination exercise period after the termination of the Participant’s Continuous
Service during which the exercise of the Option or SAR would not be in violation of such registration requirements, and (ii) the expiration of the term of the
Option or SAR as set forth in the applicable Award Agreement. In addition, unless otherwise provided in a Participant’s Award Agreement, if the sale of any
Common Stock received on exercise of an Option or SAR following the termination of the Participant’s Continuous Service (other than for Cause) would
violate the Company’s insider trading policy, then the Option or SAR will terminate on the earlier of (i) the expiration of a period of months (that need not be
consecutive) equal to the applicable post-termination exercise period after the termination of the Participant’s Continuous Service during which the sale of the
Common Stock received upon exercise of the Option or SAR would not be in violation of the Company’s insider trading policy, or (ii) the expiration of the
term of the Option or SAR as set forth in the applicable Award Agreement.

(i)    Disability of Participant. Except as otherwise provided in the applicable Award Agreement or other agreement between the Participant and the
Company, if a Participant’s Continuous Service terminates as a result of the Participant’s Disability, the Participant may exercise his or her Option or SAR (to
the extent that the Participant was entitled to exercise such Option or SAR as of the date of termination of Continuous Service), but only within such period of
time ending on the earlier of (i) the date 12 months following such termination of Continuous Service (or such longer or shorter period specified in the Award
Agreement), and (ii) the expiration of the term of the Option or SAR as set forth in the Award Agreement. If, after termination of Continuous Service, the
Participant does not exercise his or her Option or SAR within the applicable time frame, the Option or SAR (as applicable) will terminate.

(j)    Death of Participant. Except as otherwise provided in the applicable Award Agreement or other agreement between the Participant and the
Company, if (i) a Participant’s Continuous Service terminates as a result of the Participant’s death, or (ii) the Participant dies within the period (if any)
specified in the Award Agreement for exercisability after the termination of the Participant’s Continuous Service for a reason other than death, then the Option
or SAR may be exercised (to the extent the Participant was entitled to exercise such Option or SAR as of the date of death) by the Participant’s estate, by a
person who acquired the right to exercise the Option or SAR by bequest or inheritance or by a person designated to exercise the Option or SAR upon the
Participant’s death, but only within the period ending on the earlier of (i) the date 18 months following the date of death (or such longer or shorter period
specified in the Award Agreement), and (ii) the expiration of the term of such Option or SAR as set forth in the Award Agreement. If, after the Participant’s
death, the Option or SAR is not exercised within the applicable time frame, the Option or SAR (as applicable) will terminate.
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(k)    Termination for Cause. Except as explicitly provided otherwise in a Participant’s Award Agreement or other individual written agreement
between the Company and the Participant, if a Participant’s Continuous Service is terminated for Cause, the Option or SAR will terminate immediately upon
such Participant’s termination of Continuous Service, and the Participant will be prohibited from exercising his or her Option or SAR from and after the time
of such termination of Continuous Service.

(l)    Non-Exempt Employees. If an Option or SAR is granted to an Employee who is a non-exempt employee for purposes of the Fair Labor Standards
Act of 1938, as amended, the Option or SAR will not be first exercisable for any shares of Common Stock until at least six months following the date of grant
of the Option or SAR (although the Award may vest prior to such date). Consistent with the provisions of the Worker Economic Opportunity Act, (i) if such
non-exempt Employee dies or suffers a Disability, (ii) upon a Corporate Transaction in which such Option or SAR is not assumed, continued, or substituted,
(iii) upon a Change in Control, or (iv) upon the Participant’s retirement (as such term may be defined in the Participant’s Award Agreement in another
agreement between the Participant and the Company, or, if no such definition, in accordance with the Company’s then current employment policies and
guidelines), the vested portion of any Options and SARs may be exercised earlier than six months following the date of grant. The foregoing provision is
intended to operate so that any income derived by a non-exempt employee in connection with the exercise or vesting of an Option or SAR will be exempt
from his or her regular rate of pay. To the extent permitted and/or required for compliance with the Worker Economic Opportunity Act to ensure that any
income derived by a non-exempt employee in connection with the exercise, vesting or issuance of any shares under any other Stock Award will be exempt
from the employee’s regular rate of pay, the provisions of this Section 5(l) will apply to all Stock Awards and are hereby incorporated by reference into such
Stock Award Agreements.

 
6. PROVISIONS OF STOCK AWARDS OTHER THAN OPTIONS AND SARS.

(a)    Restricted Stock Awards. Each Restricted Stock Award Agreement will be in such form and will contain such terms and conditions as the Board
will deem appropriate. To the extent consistent with the Company’s bylaws, at the Board’s election, shares of Common Stock may be (x) held in book entry
form subject to the Company’s instructions until any restrictions relating to the Restricted Stock Award lapse; or (y) evidenced by a certificate, which
certificate will be held in such form and manner as determined by the Board. The terms and conditions of Restricted Stock Award Agreements may change
from time to time, and the terms and conditions of separate Restricted Stock Award Agreements need not be identical. Each Restricted Stock Award
Agreement will conform to (through incorporation of the provisions hereof by reference in the agreement or otherwise) the substance of each of the following
provisions:

(i)    Consideration. A Restricted Stock Award may be awarded in consideration for (A) cash, check, bank draft or money order payable to the
Company, (B) past or future services to the Company or an Affiliate, or (C) any other form of legal consideration that may be acceptable to the Board, in its
sole discretion, and permissible under applicable law.
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(ii)    Vesting. Shares of Common Stock awarded under the Restricted Stock Award Agreement may be subject to forfeiture to the Company in
accordance with a vesting schedule to be determined by the Board.

(iii)    Termination of Participant’s Continuous Service. If a Participant’s Continuous Service terminates, the Company may receive through a
forfeiture condition or a repurchase right any or all of the shares of Common Stock held by the Participant that have not vested as of the date of termination of
Continuous Service under the terms of the Restricted Stock Award Agreement.

(iv)    Transferability. Rights to acquire shares of Common Stock under the Restricted Stock Award Agreement will be transferable by the
Participant only upon such terms and conditions as are set forth in the Restricted Stock Award Agreement, as the Board will determine in its sole discretion,
so long as Common Stock awarded under the Restricted Stock Award Agreement remains subject to the terms of the Restricted Stock Award Agreement.

(v)    Dividends. A Restricted Stock Award Agreement may provide that any dividends paid on Restricted Stock will be subject to the same
vesting and forfeiture restrictions as apply to the shares subject to the Restricted Stock Award to which they relate.

(b)    Restricted Stock Unit Awards. Each Restricted Stock Unit Award Agreement will be in such form and will contain such terms and conditions as
the Board will deem appropriate. The terms and conditions of Restricted Stock Unit Award Agreements may change from time to time, and the terms and
conditions of separate Restricted Stock Unit Award Agreements need not be identical. Each Restricted Stock Unit Award Agreement will conform to (through
incorporation of the provisions hereof by reference in the Agreement or otherwise) the substance of each of the following provisions:

(i)    Consideration. At the time of grant of a Restricted Stock Unit Award, the Board will determine the consideration, if any, to be paid by the
Participant upon delivery of each share of Common Stock subject to the Restricted Stock Unit Award. The consideration to be paid (if any) by the Participant
for each share of Common Stock subject to a Restricted Stock Unit Award may be paid in any form of legal consideration that may be acceptable to the
Board, in its sole discretion, and permissible under applicable law.

(ii)    Vesting. At the time of the grant of a Restricted Stock Unit Award, the Board may impose such restrictions on or conditions to the vesting
of the Restricted Stock Unit Award as it, in its sole discretion, deems appropriate.

(iii)    Payment. A Restricted Stock Unit Award may be settled by the delivery of shares of Common Stock, their cash equivalent, any
combination thereof or in any other form of consideration, as determined by the Board and contained in the Restricted Stock Unit Award Agreement.

(iv)    Additional Restrictions. At the time of the grant of a Restricted Stock Unit Award, the Board, as it deems appropriate, may impose such
restrictions or conditions that delay the delivery of the shares of Common Stock (or their cash equivalent) subject to a Restricted Stock Unit Award to a time
after the vesting of such Restricted Stock Unit Award.
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(v)    Dividend Equivalents. Dividend equivalents may be credited in respect of shares of Common Stock covered by a Restricted Stock Unit
Award, as determined by the Board and contained in the Restricted Stock Unit Award Agreement. At the sole discretion of the Board, such dividend
equivalents may be converted into additional shares of Common Stock covered by the Restricted Stock Unit Award in such manner as determined by the
Board. Any additional shares covered by the Restricted Stock Unit Award credited by reason of such dividend equivalents will be subject to all of the same
terms and conditions of the underlying Restricted Stock Unit Award Agreement to which they relate.

(vi)    Termination of Participant’s Continuous Service. Except as otherwise provided in the applicable Restricted Stock Unit Award
Agreement, such portion of the Restricted Stock Unit Award that has not vested will be forfeited upon the Participant’s termination of Continuous Service.
 
 (c) Performance Awards.

(i)    Performance Stock Awards. A Performance Stock Award is a Stock Award that is payable (including that may be granted, may vest or may
be exercised) contingent upon the attainment during a Performance Period of certain Performance Goals. A Performance Stock Award may, but need not,
require the Participant’s completion of a specified period of Continuous Service. The length of any Performance Period, the Performance Goals to be achieved
during the Performance Period, and the measure of whether and to what degree such Performance Goals have been attained will be conclusively determined
by the Board or Committee, in its sole discretion. In addition, to the extent permitted by applicable law and the applicable Award Agreement, the Board (or
Committee, as the case may be) may determine that cash may be used in payment of Performance Stock Awards.

(ii)    Performance Cash Awards. A Performance Cash Award is a cash award that is payable contingent upon the attainment during a
Performance Period of certain Performance Goals. A Performance Cash Award may also require the completion of a specified period of Continuous Service.
At the time of grant of a Performance Cash Award, the length of any Performance Period, the Performance Goals to be achieved during the Performance
Period, and the measure of whether and to what degree such Performance Goals have been attained will be conclusively determined by the Board or
Committee, in its sole discretion. The Board (or Committee, as the case may be) may specify the form of payment of Performance Cash Awards, which may
be cash or other property, or may provide for a Participant to have the option for his or her Performance Cash Award, or such portion thereof as the Board (or
Committee, as the case may be) may specify, to be paid in whole or in part in cash or other property.

(iii)    Board Discretion. The Board (or Committee, as the case may be) retains the discretion to adjust or eliminate the compensation or
economic benefit due upon attainment of Performance Goals and to define the manner of calculating the Performance Criteria it selects to use for a
Performance Period. Partial achievement of the specified criteria may result in the payment or vesting corresponding to the degree of achievement as specified
in the Stock Award Agreement or the written terms of a Performance Cash Award.
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(d)    Other Stock Awards. Other forms of Stock Awards valued in whole or in part by reference to, or otherwise based on, Common Stock, including
the appreciation in value thereof (e.g., options or stock rights with an exercise price or strike price less than 100% of the Fair Market Value of the Common
Stock at the time of grant) may be granted either alone or in addition to Stock Awards provided for under Section 5 and the preceding provisions of this
Section 6. Subject to the provisions of the Plan, the Board will have sole and complete authority to determine the persons to whom and the time or times at
which such Other Stock Awards will be granted, the number of shares of Common Stock (or the cash equivalent thereof) to be granted pursuant to such Other
Stock Awards and all other terms and conditions of such Other Stock Awards.

 
7. COVENANTS OF THE COMPANY.

(a)    Availability of Shares. The Company will keep available at all times the number of shares of Common Stock reasonably required to satisfy then-
outstanding Awards.

(b)    Securities Law Compliance. The Company will seek to obtain from each regulatory commission or agency, as necessary, such authority as may
be required to grant Stock Awards and to issue and sell shares of Common Stock upon exercise or vesting of the Stock Awards; provided, however, that this
undertaking will not require the Company to register under the Securities Act or other securities or applicable laws, the Plan, any Stock Award or any
Common Stock issued or issuable pursuant to any such Stock Award. If, after reasonable efforts and at a reasonable cost, the Company is unable to obtain
from any such regulatory commission or agency the authority that counsel for the Company deems necessary or advisable for the lawful issuance and sale of
Common Stock under the Plan, the Company will be relieved from any liability for failure to issue and sell Common Stock upon exercise or vesting of such
Stock Awards unless and until such authority is obtained. A Participant will not be eligible for the grant of an Award or the subsequent issuance of cash or
Common Stock pursuant to the Award if such grant or issuance would be in violation of any applicable law.

(c)    No Obligation to Notify or Minimize Taxes. The Company will have no duty or obligation to any Participant to advise such holder as to the tax
treatment or time or manner of exercising such Stock Award. Furthermore, the Company will have no duty or obligation to warn or otherwise advise such
holder of a pending termination or expiration of an Award or a possible period in which the Award may not be exercised. The Company has no duty or
obligation to minimize the tax consequences of an Award to the holder of such Award.

 
8. MISCELLANEOUS.

(a)    Use of Proceeds from Sales of Common Stock. Proceeds from the sale of shares of Common Stock pursuant to Awards will constitute general
funds of the Company.

(b)    Corporate Action Constituting Grant of Awards. Corporate action constituting a grant by the Company of an Award to any Participant will be
deemed completed as of the date of such corporate action, unless otherwise determined by the Board, regardless of when the instrument, certificate, or letter
evidencing the Award is communicated to, or actually received or accepted by, the Participant. In the event that the corporate records (e.g., Board
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consents, resolutions or minutes) documenting the corporate action constituting the grant contain terms (e.g., exercise price, vesting schedule or number of
shares) that are inconsistent with those in the Award Agreement or related grant documents as a result of a clerical error in the papering of the Award
Agreement or related grant documents, the corporate records will control and the Participant will have no legally binding right to the incorrect term in the
Award Agreement or related grant documents.

(c)    Stockholder Rights. No Participant will be deemed to be the holder of, or to have any of the rights of a holder with respect to, any shares of
Common Stock subject to an Award unless and until (i) such Participant has satisfied all requirements for exercise of, or the issuance of shares of Common
Stock under, the Award pursuant to its terms, and (ii) the issuance of the Common Stock subject to such Award has been entered into the books and records of
the Company.

(d)    No Employment or Other Service Rights. Nothing in the Plan, any Award Agreement or any other instrument executed thereunder or in
connection with any Award granted pursuant thereto will confer upon any Participant any right to continue to serve the Company or an Affiliate in the
capacity in effect at the time the Award was granted or will affect the right of the Company or an Affiliate to terminate (i) the employment of an Employee
with or without notice and with or without cause, (ii) the service of a Consultant pursuant to the terms of such Consultant’s agreement with the Company or
an Affiliate, or (iii) the service of a Director pursuant to the bylaws of the Company or an Affiliate, and any applicable provisions of the corporate law of the
state or foreign jurisdiction in which the Company or the Affiliate is domiciled or incorporated, as the case may be.

(e)    Change in Time Commitment. In the event a Participant’s regular level of time commitment in the performance of his or her services for the
Company and any Affiliates is reduced (for example, and without limitation, if the Participant is an Employee of the Company and the Employee has a
change in status from a full-time Employee to a part-time Employee or takes an extended leave of absence) after the date of grant of any Award to the
Participant, the Board has the right in its sole discretion to (x) make a corresponding reduction in the number of shares or cash amount subject to any portion
of such Award that is scheduled to vest or become payable after the date of such change in time commitment, and (y) in lieu of or in combination with such a
reduction, extend the vesting or payment schedule applicable to such Award. In the event of any such reduction, the Participant will have no right with respect
to any portion of the Award that is so reduced or extended.

(f)    Incentive Stock Option Limitations. To the extent that the aggregate Fair Market Value (determined at the time of grant) of Common Stock with
respect to which Incentive Stock Options are exercisable for the first time by any Optionholder during any calendar year (under all plans of the Company and
any Affiliates) exceeds $100,000 (or such other limit established in the Code) or otherwise does not comply with the rules governing Incentive Stock Options,
the Options or portions thereof that exceed such limit (according to the order in which they were granted) or otherwise do not comply with such rules will be
treated as Nonstatutory Stock Options, notwithstanding any contrary provision of the applicable Option Agreement(s).
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(g)    Investment Assurances. The Company may require a Participant, as a condition of exercising or acquiring Common Stock under any Award,
(i) to give written assurances satisfactory to the Company as to the Participant’s knowledge and experience in financial and business matters and/or to employ
a purchaser representative reasonably satisfactory to the Company who is knowledgeable and experienced in financial and business matters and that such
Participant is capable of evaluating, alone or together with the purchaser representative, the merits and risks of exercising the Award; and (ii) to give written
assurances satisfactory to the Company stating that the Participant is acquiring Common Stock subject to the Award for the Participant’s own account and not
with any present intention of selling or otherwise distributing the Common Stock. The foregoing requirements, and any assurances given pursuant to such
requirements, will be inoperative if (A) the issuance of the shares upon the exercise or acquisition of Common Stock under the Award has been registered
under a then currently effective registration statement under the Securities Act, or (B) as to any particular requirement, a determination is made by counsel for
the Company that such requirement need not be met in the circumstances under the then applicable securities laws. The Company may, upon advice of
counsel to the Company, place legends on stock certificates issued under the Plan as such counsel deems necessary or appropriate in order to comply with
applicable securities laws, including, but not limited to, legends restricting the transfer of the Common Stock.

(h)    Withholding Obligations. Unless prohibited by the terms of an Award Agreement, the Company may, in its sole discretion, satisfy any federal,
state or local tax withholding obligation relating to an Award by any of the following means or by a combination of such means: (i) causing the Participant to
tender a cash payment; (ii) withholding shares of Common Stock from the shares of Common Stock issued or otherwise issuable to the Participant in
connection with the Award; provided, however, that no shares of Common Stock are withheld with a value exceeding the maximum amount of tax required to
be withheld by law (or such lesser amount as may be necessary to avoid classification of the Stock Award as a liability for financial accounting purposes); (iii)
withholding cash from an Award settled in cash; (iv) withholding payment from any amounts otherwise payable to the Participant; or (v) by such other
method as may be set forth in the Award Agreement.

(i)    Electronic Delivery. Any reference herein to a “written” agreement or document will include any agreement or document delivered electronically,
filed publicly at www.sec.gov (or any successor website thereto) or posted on the Company’s intranet (or other shared electronic medium controlled by the
Company to which the Participant has access).

(j)    Deferrals. To the extent permitted by applicable law, the Board, in its sole discretion, may determine that the delivery of Common Stock or the
payment of cash, upon the exercise, vesting or settlement of all or a portion of any Award may be deferred and may establish programs and procedures for
deferral elections to be made by Participants. Deferrals by Participants will be made in accordance with Section 409A of the Code. Consistent with
Section 409A of the Code, the Board may provide for distributions while a Participant is still an employee or otherwise providing services to the Company.
The Board is authorized to make deferrals of Awards and determine when, and in what annual percentages, Participants may receive payments, including
lump sum payments, following the Participant’s termination of Continuous Service, and implement such other terms and conditions consistent with the
provisions of the Plan and in accordance with applicable law.
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(k)    Compliance with Section 409A of the Code. Unless otherwise expressly provided for in an Award Agreement, the Plan and Award Agreements
will be interpreted to the greatest extent possible in a manner that makes the Plan and the Awards granted hereunder exempt from Section 409A of the Code,
and, to the extent not so exempt, in compliance with Section 409A of the Code. If the Board determines that any Award granted hereunder is not exempt from
and is therefore subject to Section 409A of the Code, the Award Agreement evidencing such Award will incorporate the terms and conditions necessary to
avoid the consequences specified in Section 409A(a)(1) of the Code, and to the extent an Award Agreement is silent on terms necessary for compliance, such
terms are hereby incorporated by reference into the Award Agreement. Notwithstanding anything to the contrary in this Plan (and unless the Award
Agreement specifically provides otherwise), if the shares of Common Stock are publicly traded, and if a Participant holding an Award that constitutes
“deferred compensation” under Section 409A of the Code is a “specified employee” for purposes of Section 409A of the Code, no distribution or payment of
any amount that is due because of a “separation from service” (as defined in Section 409A of the Code without regard to alternative definitions thereunder)
will be issued or paid before the date that is six months following the date of such Participant’s “separation from service” (as defined in Section 409A of the
Code without regard to alternative definitions thereunder) or, if earlier, the date of the Participant’s death, unless such distribution or payment can be made in
a manner that complies with Section 409A of the Code, and any amounts so deferred will be paid in a lump sum on the day after such six month period
elapses, with the balance paid thereafter on the original schedule.

(l)    Clawback/Recovery. All Awards granted under the Plan will be subject to recoupment in accordance with any clawback policy that the Company
is required to adopt pursuant to the listing standards of any national securities exchange or association on which the Company’s securities are listed or as is
otherwise required by the Dodd-Frank Wall Street Reform and Consumer Protection Act or other applicable law. In addition, the Board may impose such
other clawback, recovery or recoupment provisions in an Award Agreement as the Board determines necessary or appropriate, including but not limited to a
reacquisition right in respect of previously acquired shares of Common Stock or other cash or property upon the occurrence of an event constituting Cause.
No recovery of compensation under such a clawback policy will be an event giving rise to a right to resign for “good reason” or “constructive termination” (or
similar term) under any agreement with the Company.

 
9. ADJUSTMENTS UPON CHANGES IN COMMON STOCK; OTHER CORPORATE EVENTS.

(a)    Capitalization Adjustments. In the event of a Capitalization Adjustment, the Board will appropriately and proportionately adjust: (i) the class(es)
and maximum number of securities subject to the Plan pursuant to Section 3(a), (ii) the class(es) of securities by which the share reserve is to increase
automatically each year pursuant to Section 3(a), (iii) the class(es) and maximum number of securities that may be issued pursuant to the exercise of Incentive
Stock Options pursuant to Section 3(c) and (iv) the class(es) and number of securities and price per share of stock subject to outstanding Stock Awards. The
Board will make such adjustments, and its determination will be final, binding and conclusive.

(b)    Dissolution. Except as otherwise provided in the Stock Award Agreement, in the event of a Dissolution of the Company, all outstanding Stock
Awards (other than Stock Awards
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consisting of vested and outstanding shares of Common Stock not subject to a forfeiture condition or the Company’s right of repurchase) will terminate
immediately prior to the completion of such Dissolution, and the shares of Common Stock subject to the Company’s repurchase rights or subject to a
forfeiture condition may be repurchased or reacquired by the Company notwithstanding the fact that the holder of such Stock Award is providing Continuous
Service; provided, however, that the Board may, in its sole discretion, cause some or all Stock Awards to become fully vested, exercisable and/or no longer
subject to repurchase or forfeiture (to the extent such Stock Awards have not previously expired or terminated) before the Dissolution is completed but
contingent on its completion.

(c)    Transaction. The following provisions shall apply to Stock Awards in the event of a Transaction unless otherwise provided in the instrument
evidencing the Stock Award or any other written agreement between the Company or any Affiliate and the Participant or unless otherwise expressly provided
by the Board at the time of grant of a Stock Award. In the event of a Transaction, then, notwithstanding any other provision of the Plan, the Board shall take
one or more of the following actions with respect to Stock Awards, contingent upon the closing or completion of the Transaction:

(i)    arrange for the surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s parent company) to assume or
continue the Stock Award or to substitute a similar stock award for the Stock Award (including, but not limited to, an award to acquire the same consideration
paid to the stockholders of the Company pursuant to the Transaction);

(ii)    arrange for the assignment of any reacquisition or repurchase rights held by the Company in respect of Common Stock issued pursuant to
the Stock Award to the surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s parent company);

(iii)    accelerate the vesting, in whole or in part, of the Stock Award (and, if applicable, the time at which the Stock Award may be exercised) to a
date prior to the effective time of such Transaction as the Board shall determine (or, if the Board shall not determine such a date, to the date that is five days
prior to the effective date of the Transaction), with such Stock Award terminating if not exercised (if applicable) at or prior to the effective time of the
Transaction;

(iv)    arrange for the lapse, in whole or in part, of any reacquisition or repurchase rights held by the Company with respect to the Stock Award;

(v)    cancel or arrange for the cancellation of the Stock Award, to the extent not vested or not exercised prior to the effective time of the
Transaction, in exchange for such cash consideration, if any, as the Board, in its sole discretion, may consider appropriate; and

(vi)    make a payment, in such form as may be determined by the Board equal to the excess, if any, of (A) the value of the property the
Participant would have received upon the exercise of the Stock Award immediately prior to the effective time of the Transaction, over (B) any exercise price
payable by such holder in connection with such exercise. For clarity, this
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payment may be zero ($0) if the value of the property is equal to or less than the exercise price. Payments under this provision may be delayed to the same
extent that payment of consideration to the holders of Common Stock in connection with the Transaction is delayed as a result of escrows, earn outs,
holdbacks or other contingencies.

The Board need not take the same action or actions with respect to all Stock Awards or portions thereof or with respect to all Participants. The Board
may take different actions with respect to the vested and unvested portions of a Stock Award.

(d)    Change in Control. A Stock Award may be subject to additional acceleration of vesting and exercisability upon or after a Change in Control as
may be provided in the Stock Award Agreement for such Stock Award or as may be provided in any other written agreement between the Company or any
Affiliate and the Participant.

 
10. PLAN TERM; EARLIER TERMINATION OR SUSPENSION OF THE PLAN.

The Board may suspend or terminate the Plan at any time. No Incentive Stock Options may be granted after the tenth anniversary of the earlier of (i) the
date the Plan is adopted by the Board (the “Adoption Date”), or (ii) the date the Plan is approved by the stockholders of the Company. No Awards may be
granted under the Plan while the Plan is suspended or after it is terminated.

 
11. EXISTENCE OF THE PLAN; TIMING OF FIRST GRANT OR EXERCISE.

The Plan will come into existence on the Adoption Date; provided, however, that no Stock Award may be granted prior to the IPO Date. In addition, no
Stock Award will be exercised (or, in the case of a Restricted Stock Award, Restricted Stock Unit Award, Performance Stock Award, or Other Stock Award,
no Stock Award will be granted) and no Performance Cash Award will be settled unless and until the Plan has been approved by the stockholders of the
Company, which approval will be within 12 months after the date the Plan is adopted by the Board.

 
12. CHOICE OF LAW.

The law of the State of Delaware will govern all questions concerning the construction, validity and interpretation of this Plan, without regard to that
state’s conflict of laws rules.
 
13. DEFINITIONS. As used in the Plan, the following definitions will apply to the capitalized terms indicated below:

(a)    “Affiliate” means, at the time of determination, any “parent” or “subsidiary” of the Company as such terms are defined in Rule 405 of the
Securities Act. The Board will have the authority to determine the time or times at which “parent” or “subsidiary” status is determined within the foregoing
definition.

(b)    “Award” means a Stock Award or a Performance Cash Award.
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(c)    “Award Agreement” means a written agreement between the Company and a Participant evidencing the terms and conditions of an Award.

(d)    “Board” means the Board of Directors of the Company.

(e)    “Capital Stock” means each and every class of common stock of the Company, regardless of the number of votes per share.

(f)    “Capitalization Adjustment” means any change that is made in, or other events that occur with respect to, the Common Stock subject to the Plan
or subject to any Stock Award after the Adoption Date without the receipt of consideration by the Company through merger, consolidation, reorganization,
recapitalization, reincorporation, stock dividend, dividend in property other than cash, large nonrecurring cash dividend, stock split, reverse stock split,
liquidating dividend, combination of shares, exchange of shares, change in corporate structure or any similar equity restructuring transaction, as that term is
used in Statement of Financial Accounting Standards Board Accounting Standards Codification Topic 718 (or any successor thereto). Notwithstanding the
foregoing, the conversion of any convertible securities of the Company will not be treated as a Capitalization Adjustment.

(g)    “Cause” shall have the meaning ascribed to such term in any written agreement between the Participant and the Company defining such term and,
in the absence of such agreement, such term means the termination of a Participant’s Continuous Service with the Company and its subsidiaries due to (i) such
Participant’s commission of any felony or any crime involving fraud, dishonesty or moral turpitude under the laws of the United States or any state thereof;
(ii) such Participant’s attempted commission of, or participation in, a fraud or act of dishonesty against the Company and/or its subsidiaries; (iii) such
Participant’s material violation of (A) any contract or agreement between the Participant and the Company and/or a subsidiary of the Company or (B) any
statutory duty owed to the Company and/or its subsidiaries; (iv) such Participant’s unauthorized use or disclosure of confidential information or trade secrets
of the Company and/or its subsidiaries; or (v) such Participant’s gross negligence or willful misconduct in the performance of the Participant’s duties. The
determination that a termination of the Participant’s Continuous Service is either for Cause or without Cause (within the meaning of the preceding clauses
(i) through (v)) shall be made by the Company, in its sole discretion. Any determination by the Company that the Continuous Service of a Participant was
terminated with or without Cause for the purposes of outstanding Awards held by such Participant shall have no effect upon any determination of the rights or
obligations of the Company or such Participant for any other purpose.

(h)    “Change in Control” means the occurrence, in a single transaction or in a series of related transactions, of any one or more of the following
events:

(i)    any Exchange Act Person becomes the Owner, directly or indirectly, of securities of the Company representing more than 50% of the
combined voting power of the Company’s then outstanding securities other than by virtue of a merger, consolidation or similar transaction. Notwithstanding
the foregoing, a Change in Control will not be deemed to occur (A) on account of the acquisition of securities of the Company directly from the Company,
(B) on account of the acquisition of securities of the Company by an investor, any affiliate
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thereof or any other Exchange Act Person that acquires the Company’s securities in a transaction or series of related transactions the primary purpose of
which is to obtain financing for the Company through the issuance of equity securities, (C) on account of the acquisition of securities of the Company by any
individual who is, on the IPO Date, either an executive officer or a Director (either, an “IPO Investor”) and/or any entity in which an IPO Investor has a direct
or indirect interest (whether in the form of voting rights or participation in profits or capital contributions) of more than 50% (collectively, the “IPO Entities”)
or on account of the IPO Entities continuing to hold shares that come to represent more than 50% of the combined voting power of the Company’s then
outstanding securities as a result of the conversion of any class of the Company’s securities into another class of the Company’s securities having a different
number of votes per share pursuant to the conversion provisions set forth in the Company’s Amended and Restated Certificate of Incorporation; or (D) solely
because the level of Ownership held by any Exchange Act Person (the “Subject Person”) exceeds the designated percentage threshold of the outstanding
voting securities as a result of a repurchase or other acquisition of voting securities by the Company reducing the number of shares outstanding, provided that
if a Change in Control would occur (but for the operation of this sentence) as a result of the acquisition of voting securities by the Company, and after such
share acquisition, the Subject Person becomes the Owner of any additional voting securities that, assuming the repurchase or other acquisition had not
occurred, increases the percentage of the then outstanding voting securities Owned by the Subject Person over the designated percentage threshold, then a
Change in Control will be deemed to occur;

(ii)    there is consummated a merger, consolidation or similar transaction involving (directly or indirectly) the Company and, immediately after
the consummation of such merger, consolidation or similar transaction, the stockholders of the Company immediately prior thereto do not Own, directly or
indirectly, either (A) outstanding voting securities representing more than 50% of the combined outstanding voting power of the surviving Entity in such
merger, consolidation or similar transaction or (B) more than 50% of the combined outstanding voting power of the parent of the surviving Entity in such
merger, consolidation or similar transaction, in each case in substantially the same proportions as their Ownership of the outstanding voting securities of the
Company immediately prior to such transaction; provided, however, that a merger, consolidation or similar transaction will not constitute a Change in Control
under this prong of the definition if the outstanding voting securities representing more than 50% of the combined voting power of the surviving Entity or its
parent are owned by the IPO Entities;

(iii)    there is consummated a sale, lease, exclusive license or other disposition of all or substantially all of the consolidated assets of the
Company and its Subsidiaries, other than a sale, lease, license or other disposition of all or substantially all of the consolidated assets of the Company and its
Subsidiaries to an Entity, more than 50% of the combined voting power of the voting securities of which are Owned by stockholders of the Company in
substantially the same proportions as their Ownership of the outstanding voting securities of the Company immediately prior to such sale, lease, license or
other disposition; provided, however, that a sale, lease, exclusive license or other disposition of all or substantially all of the consolidated assets of the
Company and its Subsidiaries will not constitute a Change in Control under this prong of the definition if the outstanding voting securities representing more
than 50% of the combined voting power of the acquiring Entity or its parent are owned by the IPO Entities;
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(iv)    the stockholders of the Company approve or the Board approves a plan of complete dissolution or liquidation of the Company, or a
complete dissolution or liquidation of the Company will otherwise occur, except for a liquidation into a parent corporation; or

(v)    individuals who, on the date the Plan is adopted by the Board, are members of the Board (the “Incumbent Board”) cease for any reason to
constitute at least a majority of the members of the Board; provided, however, that if the appointment or election (or nomination for election) of any new
Board member was approved or recommended by a majority vote of the members of the Incumbent Board then still in office, such new member will, for
purposes of this Plan, be considered as a member of the Incumbent Board.

Notwithstanding the foregoing definition or any other provision of the Plan, the term Change in Control will not include a sale of assets, merger or
other transaction effected exclusively for the purpose of changing the domicile of the Company and the definition of Change in Control (or any analogous
term) in an individual written agreement between the Company or any Affiliate and the Participant will supersede the foregoing definition with respect to
Awards subject to such agreement; provided, however, that if no definition of Change in Control or any analogous term is set forth in such an individual
written agreement, the foregoing definition will apply.

(i)    “Code” means the Internal Revenue Code of 1986, as amended, including any applicable regulations and guidance thereunder.

(j)    “Committee” means a committee of one or more Directors to whom authority has been delegated by the Board in accordance with Section 2(c).

(k)    “Common Stock” means, as of the IPO Date, the common stock of the Company, having one vote per share.

(l) “Company” means Neuronetics, Inc., a Delaware corporation.

(m)    “Consultant” means any person, including an advisor, who is (i) engaged by the Company or an Affiliate to render consulting or advisory
services and is compensated for such services, or (ii) serving as a member of the board of directors of an Affiliate and is compensated for such services.
However, service solely as a Director, or payment of a fee for such service, will not cause a Director to be considered a “Consultant” for purposes of the Plan.
Notwithstanding the foregoing, a person is treated as a Consultant under this Plan only if a Form S-8 Registration Statement under the Securities Act is
available to register either the offer or the sale of the Company’s securities to such person.

(n)    “Continuous Service” means that the Participant’s service with the Company or an Affiliate, whether as an Employee, Director or Consultant, is
not interrupted or terminated. A change in the capacity in which the Participant renders service to the Company or an Affiliate as an Employee, Consultant or
Director or a change in the entity for which the Participant renders such service, provided that there is no interruption or termination of the Participant’s
service with the Company or an Affiliate, will not terminate a Participant’s Continuous Service; provided, however, that if the Entity for which a Participant is
rendering services ceases to qualify as an Affiliate, as determined by the Board, in its sole discretion, such Participant’s
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Continuous Service will be considered to have terminated on the date such Entity ceases to qualify as an Affiliate. To the extent permitted by law, the Board
or the chief executive officer of the Company, in that party’s sole discretion, may determine whether Continuous Service will be considered interrupted in the
case of (i) any leave of absence approved by the Board or chief executive officer, including sick leave, military leave or any other personal leave, or
(ii) transfers between the Company, an Affiliate, or their successors. Notwithstanding the foregoing, a leave of absence will be treated as Continuous Service
for purposes of vesting in an Award only to such extent as may be provided in the Company’s leave of absence policy, in the written terms of any leave of
absence agreement or policy applicable to the Participant, or as otherwise required by law.

(o)    “Corporate Transaction” means the consummation, in a single transaction or in a series of related transactions, of any one or more of the
following events:

(i)    a sale or other disposition of all or substantially all, as determined by the Board, in its sole discretion, of the consolidated assets of the
Company and its Subsidiaries;

(ii)    a sale or other disposition of more than 50% of the outstanding securities of the Company;

(iii)    a merger, consolidation or similar transaction following which the Company is not the surviving corporation; or

(iv)    a merger, consolidation or similar transaction following which the Company is the surviving corporation but the shares of Common Stock
outstanding immediately preceding the merger, consolidation or similar transaction are converted or exchanged by virtue of the merger, consolidation or
similar transaction into other property, whether in the form of securities, cash or otherwise.

(p)     “Director” means a member of the Board.

(q)    “Disability” means, with respect to a Participant, the inability of such Participant to engage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment that can be expected to result in death or that has lasted or can be expected to last for a continuous
period of not less than 12 months, as provided in Sections 22(e)(3) and 409A(a)(2)(c)(i) of the Code, and will be determined by the Board on the basis of such
medical evidence as the Board deems warranted under the circumstances.

(r)    “Dissolution” means when the Company, after having executed a certificate of dissolution with the State of Delaware (or other applicable state),
has completely wound up its affairs. Conversion of the Company into a Limited Liability Company (or any other pass-through entity) will not be considered a
“Dissolution” for purposes of the Plan.

(s)    “Employee” means any person employed by the Company or an Affiliate. However, service solely as a Director, or payment of a fee for such
services, will not cause a Director to be considered an “Employee” for purposes of the Plan.
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(t)    “Entity” means a corporation, partnership, limited liability company or other entity.

(u)    “Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.

(v)    “Exchange Act Person” means any natural person, Entity or “group” (within the meaning of Section 13(d) or 14(d) of the Exchange Act), except
that “Exchange Act Person” will not include (i) the Company or any Subsidiary of the Company, (ii) any employee benefit plan of the Company or any
Subsidiary of the Company or any trustee or other fiduciary holding securities under an employee benefit plan of the Company or any Subsidiary of the
Company, (iii) an underwriter temporarily holding securities pursuant to a registered public offering of such securities, (iv) an Entity Owned, directly or
indirectly, by the stockholders of the Company in substantially the same proportions as their Ownership of stock of the Company; or (v) any natural person,
Entity or “group” (within the meaning of Section 13(d) or 14(d) of the Exchange Act) that, as of the IPO Date, is the Owner, directly or indirectly, of
securities of the Company representing more than 50% of the combined voting power of the Company’s then outstanding securities.

(w)    “Fair Market Value” means, as of any date, the value of the Common Stock determined as follows:

(i)    If the Common Stock is listed on any established stock exchange or traded on any established market, the Fair Market Value of a share of
Common Stock will be, unless otherwise determined by the Board, the closing sales price for such stock as quoted on such exchange or market (or the
exchange or market with the greatest volume of trading in the Common Stock) on the date of determination, as reported in a source the Board deems reliable.

(ii)    Unless otherwise provided by the Board, if there is no closing sales price for the Common Stock on the date of determination, then the Fair
Market Value will be the closing selling price on the last preceding date for which such quotation exists.

(iii)    In the absence of such markets for the Common Stock, the Fair Market Value will be determined by the Board in good faith and in a
manner that complies with Sections 409A and 422 of the Code.

(x)    “Incentive Stock Option” means an option granted pursuant to Section 5 of the Plan that is intended to be, and qualifies as, an “incentive stock
option” within the meaning of Section 422 of the Code.

(y)    “IPO Date” means the date of the underwriting agreement between the Company and the underwriter(s) managing the initial public offering of the
Common Stock, pursuant to which the Common Stock is priced for the initial public offering.

(z)    “Non-Employee Director” means a Director who either (i) is not a current employee or officer of the Company or an Affiliate, does not receive
compensation, either directly or indirectly, from the Company or an Affiliate for services rendered as a consultant or in any capacity other than as a Director
(except for an amount as to which disclosure would not
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be required under Item 404(a) of Regulation S-K promulgated pursuant to the Securities Act (“Regulation S-K”)), does not possess an interest in any other
transaction for which disclosure would be required under Item 404(a) of Regulation S-K, and is not engaged in a business relationship for which disclosure
would be required pursuant to Item 404(b) of Regulation S-K; or (ii) is otherwise considered a “non-employee director” for purposes of Rule 16b-3.

(aa)    “Nonstatutory Stock Option” means any Option granted pursuant to Section 5 of the Plan that does not qualify as an Incentive Stock Option.

(bb)    “Officer” means a person who is an officer of the Company within the meaning of Section 16 of the Exchange Act.

(cc)    “Option” means an Incentive Stock Option or a Nonstatutory Stock Option to purchase shares of Common Stock granted pursuant to the Plan.

(dd)    “Option Agreement” means a written agreement between the Company and an Optionholder evidencing the terms and conditions of an Option
grant. Each Option Agreement will be subject to the terms and conditions of the Plan.

(ee)    “Optionholder” means a person to whom an Option is granted pursuant to the Plan or, if applicable, such other person who holds an outstanding
Option.

(ff)    “Other Stock Award” means an award based in whole or in part by reference to the Common Stock which is granted pursuant to the terms and
conditions of Section 6(d).

(gg)    “Other Stock Award Agreement” means a written agreement between the Company and a holder of an Other Stock Award evidencing the terms
and conditions of an Other Stock Award grant. Each Other Stock Award Agreement will be subject to the terms and conditions of the Plan.

(hh)     “Own,” “Owned,” “Owner,” “Ownership” means a person or Entity will be deemed to “Own,” to have “Owned,” to be the “Owner” of, or to
have acquired “Ownership” of securities if such person or Entity, directly or indirectly, through any contract, arrangement, understanding, relationship or
otherwise, has or shares voting power, which includes the power to vote or to direct the voting, with respect to such securities.

(ii)    “Participant” means a person to whom an Award is granted pursuant to the Plan or, if applicable, such other person who holds an outstanding
Stock Award.

(jj)    “Performance Cash Award” means an award of cash granted pursuant to the terms and conditions of Section 6(c)(ii).

(kk)    “Performance Criteria” means the one or more criteria that the Board or Committee (as applicable) will select for purposes of establishing the
Performance Goals for a Performance Period. The Performance Criteria that will be used to establish such Performance Goals may be based on any one of, or
combination of, the following as determined by the Board or Committee: (i) earnings (including earnings per share and net earnings); (ii) earnings before
interest, taxes and depreciation; (iii) earnings before interest, taxes, depreciation and
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amortization; (iv) total stockholder return; (v) return on equity or average stockholder’s equity; (vi) return on assets, investment, or capital employed;
(vii) stock price; (viii) margin (including gross margin); (ix) income (before or after taxes); (x) operating income; (xi) operating income after taxes;
(xii) pre-tax profit; (xiii) operating cash flow; (xiv) sales or revenue targets; (xv) increases in revenue or product revenue; (xvi) expenses and cost reduction
goals; (xvii) improvement in or attainment of working capital levels; (xviii) economic value added (or an equivalent metric); (xix) market share; (xx) cash
flow; (xxi) cash flow per share; (xxii) share price performance; (xxiii) debt reduction; (xxiv) customer satisfaction; (xxv) stockholders’ equity; (xxvi) capital
expenditures; (xxvii) debt levels; (xxviii) operating profit or net operating profit; (xxix) workforce diversity; (xxx) growth of net income or operating income;
(xxxi) billings; (xxxii) pre-clinical development related compound goals; (xxxiii) financing; (xxxiv) regulatory milestones, including approval of a compound;
(xxxv) stockholder liquidity; (xxvi) corporate governance and compliance; (xxxvii) product commercialization; (xxxviii) intellectual property;
(xxxix) personnel matters; (xl) progress of internal research or clinical programs; (xli) progress of partnered programs; (xlii) partner satisfaction; (xliii) budget
management; (xliv) clinical achievements; (xlv) completing phases of a clinical study (including the treatment phase); (xlvi) announcing or presenting
preliminary or final data from clinical studies; in each case, whether on particular timelines or generally; (xlvii) timely completion of clinical trials;
(xlviii) submission of INDs and NDAs and other regulatory achievements; (xlix) partner or collaborator achievements; (l) internal controls, including those
related to the Sarbanes-Oxley Act of 2002; (li) research progress, including the development of programs; (lii) investor relations, analysts and
communication; (liii) manufacturing achievements (including obtaining particular yields from manufacturing runs and other measurable objectives related to
process development activities); (liv) strategic partnerships or transactions (including in-licensing and out-licensing of intellectual property; (lv) establishing
relationships with commercial entities with respect to the marketing, distribution and sale of the Company’s products (including with group purchasing
organizations, distributors and other vendors); (lvi) supply chain achievements (including establishing relationships with manufacturers or suppliers of active
pharmaceutical ingredients and other component materials and manufacturers of the Company’s products); (lvii) co-development, co-marketing, profit
sharing, joint venture or other similar arrangements; (lviii) individual performance goals; (lix) corporate development and planning goals; and (lx) other
measures of performance selected by the Board or Committee.

(ll)     “Performance Goals” means, for a Performance Period, the one or more goals established by the Board or Committee (as applicable) for the
Performance Period based upon the Performance Criteria. Performance Goals may be based on a Company-wide basis, with respect to one or more business
units, divisions, Affiliates, or business segments, and in either absolute terms or relative to the performance of one or more comparable companies or the
performance of one or more relevant indices. Unless specified otherwise by the Board (i) in the Award Agreement at the time the Award is granted or (ii) in
such other document setting forth the Performance Goals at the time the Performance Goals are established, the Board will appropriately make adjustments in
the method of calculating the attainment of Performance Goals for a Performance Period as follows: (1) to exclude restructuring and/or other nonrecurring
charges; (2) to exclude exchange rate effects; (3) to exclude the effects of changes to generally accepted accounting principles; (4) to exclude the effects of
any statutory adjustments to corporate tax rates; (5) to exclude the effects of any items that are unusual in nature or occur infrequently as determined under
generally accepted accounting principles; (6) to exclude the
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dilutive effects of acquisitions or joint ventures; (7) to assume that any business divested by the Company achieved performance objectives at targeted levels
during the balance of a Performance Period following such divestiture; (8) to exclude the effect of any change in the outstanding shares of common stock of
the Company by reason of any stock dividend or split, stock repurchase, reorganization, recapitalization, merger, consolidation, spin-off, combination or
exchange of shares or other similar corporate change, or any distributions to common stockholders other than regular cash dividends; (9) to exclude the effects
of stock based compensation and the award of bonuses under the Company’s bonus plans; (10) to exclude costs incurred in connection with potential
acquisitions or divestitures that are required to be expensed under generally accepted accounting principles; (11) to exclude the goodwill and intangible asset
impairment charges that are required to be recorded under generally accepted accounting principles; and (12) to exclude the effect of any other unusual,
non-recurring gain or loss or other extraordinary item. In addition, the Board or Committee (as applicable) retains the discretion to adjust or eliminate the
compensation or economic benefit due upon attainment of Performance Goals and to define the manner of calculating the Performance Criteria it selects to
use for such Performance Period. Partial achievement of the specified criteria may result in the payment or vesting corresponding to the degree of
achievement as specified in the Stock Award Agreement or the written terms of a Performance Cash Award.

(mm)    “Performance Period” means the period of time selected by the Board or Committee (as applicable) over which the attainment of one or more
Performance Goals will be measured for the purpose of determining a Participant’s right to and the payment of a Stock Award or a Performance Cash Award.
Performance Periods may be of varying and overlapping duration, at the sole discretion of the Board or Committee.

(nn)    “Performance Stock Award” means a Stock Award granted under the terms and conditions of Section 6(c)(i).

(oo)    “Plan” means this Neuronetics, Inc. 2018 Equity Incentive Plan.

(pp)    “Restricted Stock Award” means an award of shares of Common Stock which is granted pursuant to the terms and conditions of Section 6(a).

(qq)    “Restricted Stock Award Agreement” means a written agreement between the Company and a holder of a Restricted Stock Award evidencing the
terms and conditions of a Restricted Stock Award grant. Each Restricted Stock Award Agreement will be subject to the terms and conditions of the Plan.

(rr)    “Restricted Stock Unit Award” means a right to receive shares of Common Stock which is granted pursuant to the terms and conditions of
Section 6(b).

(ss)    “Restricted Stock Unit Award Agreement” means a written agreement between the Company and a holder of a Restricted Stock Unit Award
evidencing the terms and conditions of a Restricted Stock Unit Award grant. Each Restricted Stock Unit Award Agreement will be subject to the terms and
conditions of the Plan.

(tt)    “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act or any successor to Rule 16b-3, as in effect from time to time.
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(uu)    “Securities Act” means the Securities Act of 1933, as amended.

(vv)    “Stock Appreciation Right” or “SAR” means a right to receive the appreciation on Common Stock that is granted pursuant to the terms and
conditions of Section 5.

(ww)    “Stock Appreciation Right Agreement” means a written agreement between the Company and a holder of a Stock Appreciation Right
evidencing the terms and conditions of a Stock Appreciation Right grant. Each Stock Appreciation Right Agreement will be subject to the terms and
conditions of the Plan.

(xx)    “Stock Award” means any right to receive Common Stock granted under the Plan, including an Incentive Stock Option, a Nonstatutory Stock
Option, a Restricted Stock Award, a Restricted Stock Unit Award, a Stock Appreciation Right, a Performance Stock Award or any Other Stock Award.

(yy)    “Stock Award Agreement” means a written agreement between the Company and a Participant evidencing the terms and conditions of a Stock
Award grant. Each Stock Award Agreement will be subject to the terms and conditions of the Plan.

(zz)    “Subsidiary” means, with respect to the Company, (i) any corporation of which more than 50% of the outstanding capital stock having ordinary
voting power to elect a majority of the board of directors of such corporation (irrespective of whether, at the time, stock of any other class or classes of such
corporation will have or might have voting power by reason of the happening of any contingency) is at the time, directly or indirectly, Owned by the
Company, and (ii) any partnership, limited liability company or other entity in which the Company has a direct or indirect interest (whether in the form of
voting or participation in profits or capital contribution) of more than 50%.

(aaa)    “Ten Percent Stockholder” means a person who Owns (or is deemed to Own pursuant to Section 424(d) of the Code) stock possessing more
than 10% of the total combined voting power of all classes of stock of the Company or any Affiliate.

(bbb)    “Transaction” means a Corporate Transaction or a Change in Control.
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Exhibit 10.11

NEURONETICS, INC.

FORM OF 2018 EMPLOYEE STOCK PURCHASE PLAN

ADOPTED BY THE BOARD OF DIRECTORS:                    , 2018
APPROVED BY THE STOCKHOLDERS:                    , 2018

 
1.    GENERAL;PURPOSE.

(a)    The Plan provides a means by which Eligible Employees of the Company and certain designated Related Corporations may be given an
opportunity to purchase shares of Common Stock. The Plan permits the Company to grant a series of Purchase Rights to Eligible Employees under an
Employee Stock Purchase Plan.

(b)    The Company, by means of the Plan, seeks to retain the services of such Employees, to secure and retain the services of new Employees and to
provide incentives for such persons to exert maximum efforts for the success of the Company and its Related Corporations.

 
2.    ADMINISTRATION.

(a)    The Board will administer the Plan unless and until the Board delegates administration of the Plan to a Committee or Committees, as provided in
Section 2(c). References herein to the Board shall be deemed to refer to the Committee where such administration has been delegated.

(b)    The Board will have the power, subject to, and within the limitations of, the express provisions of the Plan:

(i)    To determine how and when Purchase Rights will be granted and the provisions of each Offering (which need not be identical).

(ii)    To designate from time to time which Related Corporations of the Company will be eligible to participate in the Plan.

(iii)    To construe and interpret the Plan and Purchase Rights, and to establish, amend and revoke rules and regulations for its administration. The
Board, in the exercise of this power, may correct any defect, omission or inconsistency in the Plan, in a manner and to the extent it deems necessary or
expedient to make the Plan fully effective.

(iv)    To settle all controversies regarding the Plan and Purchase Rights granted under the Plan.

(v)    To suspend or terminate the Plan at any time as provided in Section 12.

(vi)    To amend the Plan at any time as provided in Section 12.



(vii)    Generally, to exercise such powers and to perform such acts as it deems necessary or expedient to promote the best interests of the
Company and its Related Corporations and to carry out the intent that the Plan be treated as an Employee Stock Purchase Plan.

(viii)    To adopt such rules, procedures and sub-plans relating to the operation and administration of the Plan as are necessary or appropriate
under applicable local laws, regulations and procedures to permit or facilitate participation in the Plan by Employees who are foreign nationals or employed
or located outside the United States.

(c)    The Board may delegate some or all of the administration of the Plan to a Committee or Committees. If administration is delegated to a
Committee, the Committee will have, in connection with the administration of the Plan, the powers theretofore possessed by the Board that have been
delegated to the Committee, including the power to delegate to a subcommittee any of the administrative powers the Committee is authorized to exercise (and
references in this Plan to the Board will thereafter be to the Committee or subcommittee), subject, however, to such resolutions, not inconsistent with the
provisions of the Plan, as may be adopted from time to time by the Board. The Board may retain the authority to concurrently administer the Plan with the
Committee and may, at any time, revest in the Board some or all of the powers previously delegated. Whether or not the Board has delegated administration
of the Plan to a Committee, the Board will have the final power to determine all questions of policy and expediency that may arise in the administration of the
Plan.

(d)    All determinations, interpretations and constructions made by the Board in good faith will not be subject to review by any person and will be final,
binding and conclusive on all persons.

 
3. SHARES OF COMMON STOCK SUBJECT TO THE PLAN.

(a)    Subject to the provisions of Section 11(a) relating to Capitalization Adjustments, the maximum number of shares of Common Stock that may be
issued under the Plan will not exceed [            ] shares of Common Stock, plus the number of shares of Common Stock that are automatically added on
January 1st of each year for a period of up to ten years, commencing on the first January 1 following the year in which the IPO Date occurs and ending on
(and including) January 1, 2028, in an amount equal to the lesser of (i)         % of the total number of shares of Capital Stock outstanding on December 31st of
the preceding calendar year, and (ii) [            ] shares of Common Stock. Notwithstanding the foregoing, the Board may act prior to the first day of any
calendar year to provide that there will be no January 1st increase in the share reserve for such calendar year or that the increase in the share reserve for such
calendar year will be a lesser number of shares of Common Stock than would otherwise occur pursuant to the preceding sentence.

(b)    If any Purchase Right granted under the Plan terminates without having been exercised in full, the shares of Common Stock not purchased under
such Purchase Right will again become available for issuance under the Plan.

(c)    The stock purchasable under the Plan will be shares of authorized but unissued or reacquired Common Stock, including shares repurchased by the
Company on the open market.
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4. GRANT OF PURCHASE RIGHTS; OFFERING.

(a)    The Board may from time to time grant or provide for the grant of Purchase Rights to Eligible Employees under an Offering (consisting of one or
more Purchase Periods) on an Offering Date or Offering Dates selected by the Board. Each Offering will be in such form and will contain such terms and
conditions as the Board will deem appropriate, and will comply with the requirement of Section 423(b)(5) of the Code that all Employees granted Purchase
Rights will have the same rights and privileges. The terms and conditions of an Offering shall be incorporated by reference into the Plan and treated as part of
the Plan. The provisions of separate Offerings need not be identical, but each Offering will include (through incorporation of the provisions of this Plan by
reference in the document comprising the Offering or otherwise) the period during which the Offering will be effective, which period will not exceed 27
months beginning with the Offering Date, and the substance of the provisions contained in Sections 5 through 8, inclusive.

(b)    If a Participant has more than one Purchase Right outstanding under the Plan, unless he or she otherwise indicates in forms delivered to the
Company: (i) each form will apply to all of his or her Purchase Rights under the Plan, and (ii) a Purchase Right with a lower exercise price (or an earlier-
granted Purchase Right, if different Purchase Rights have identical exercise prices) will be exercised to the fullest possible extent before a Purchase Right
with a higher exercise price (or a later-granted Purchase Right if different Purchase Rights have identical exercise prices) will be exercised.

(c)    The Board will have the discretion to structure an Offering so that if the Fair Market Value of a share of Common Stock on the first Trading Day
of a new Purchase Period within that Offering is less than or equal to the Fair Market Value of a share of Common Stock on the Offering Date for that
Offering, then (i) that Offering will terminate immediately as of that first Trading Day, and (ii) the Participants in such terminated Offering will be
automatically enrolled in a new Offering beginning on the first Trading Day of such new Purchase Period.

 
5. ELIGIBILITY.

(a)    Purchase Rights may be granted only to Employees of the Company or, as the Board may designate in accordance with Section 2(b), to
Employees of a Related Corporation. Except as provided in Section 5(b), an Employee will not be eligible to be granted Purchase Rights unless, on the
Offering Date, the Employee has been in the employ of the Company or the Related Corporation, as the case may be, for such continuous period preceding
such Offering Date as the Board may require, but in no event will the required period of continuous employment be equal to or greater than two years. In
addition, the Board may (unless prohibited by law) provide that no Employee will be eligible to be granted Purchase Rights under the Plan unless, on the
Offering Date, such Employee’s customary employment with the Company or the Related Corporation is more than 20 hours per week and more than five
months per calendar year or such other criteria as the Board may determine consistent with Section 423 of the Code. The Board may also exclude from
participation in the Plan or any Offering Employees who are “highly compensated employees” (within the meaning of Section 414(q) of the Code) of the
Company or a Related Corporation or a subset of such highly compensated employees.
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(b)    The Board may provide that each person who, during the course of an Offering, first becomes an Eligible Employee will, on a date or dates
specified in the Offering which coincides with the day on which such person becomes an Eligible Employee or which occurs thereafter, receive a Purchase
Right under that Offering, which Purchase Right will thereafter be deemed to be a part of that Offering. Such Purchase Right will have the same
characteristics as any Purchase Rights originally granted under that Offering, as described herein, except that:

(i)    the date on which such Purchase Right is granted will be the “Offering Date” of such Purchase Right for all purposes, including
determination of the exercise price of such Purchase Right;

(ii)    the period of the Offering with respect to such Purchase Right will begin on its Offering Date and end coincident with the end of such
Offering; and

(iii)    the Board may provide that if such person first becomes an Eligible Employee within a specified period of time before the end of the
Offering, he or she will not receive any Purchase Right under that Offering.

(c)    No Employee will be eligible for the grant of any Purchase Rights if, immediately after any such Purchase Rights are granted, such Employee
owns stock possessing five percent or more of the total combined voting power or value of all classes of stock of the Company or of any Related Corporation.
For purposes of this Section 5(c), the rules of Section 424(d) of the Code will apply in determining the stock ownership of any Employee, and stock which
such Employee may purchase under all outstanding Purchase Rights and options will be treated as stock owned by such Employee.

(d)    As specified by Section 423(b)(8) of the Code, an Eligible Employee may be granted Purchase Rights only if such Purchase Rights, together with
any other rights granted under all Employee Stock Purchase Plans of the Company and any Related Corporations, do not permit such Eligible Employee’s
rights to purchase stock of the Company or any Related Corporation to accrue at a rate which, when aggregated, exceeds US $25,000 of Fair Market Value of
such stock (determined at the time such rights are granted, and which, with respect to the Plan, will be determined as of their respective Offering Dates) for
each calendar year in which such rights are outstanding at any time.

(e)    Officers of the Company and any designated Related Corporation, if they are otherwise Eligible Employees, will be eligible to participate in
Offerings under the Plan. Notwithstanding the foregoing, the Board may (unless prohibited by law) provide in an Offering that Employees who are highly
compensated Employees within the meaning of Section 423(b)(4)(D) of the Code will not be eligible to participate.

 
6. PURCHASE RIGHTS; PURCHASE PRICE.

(a)    On each Offering Date, each Eligible Employee, pursuant to an Offering made under the Plan, will be granted a Purchase Right to purchase up to
that number of shares of Common Stock purchasable either with a percentage or with a maximum dollar amount, as designated by the Board, but in either
case not exceeding 15% of such Employee’s earnings (as defined by the Board in each Offering) during the period that begins on the Offering Date (or such
later date as the Board determines for a particular Offering) and ends on the date stated in the Offering, which date will be no later than the end of the
Offering.
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(b)    The Board will establish one or more Purchase Dates during an Offering on which Purchase Rights granted for that Offering will be exercised and
shares of Common Stock will be purchased in accordance with such Offering.

(c)    In connection with each Offering made under the Plan, the Board may specify (i) a maximum number of shares of Common Stock that may be
purchased by any Participant on any Purchase Date during such Offering, (ii) a maximum aggregate number of shares of Common Stock that may be
purchased by all Participants pursuant to such Offering and/or (iii) a maximum aggregate number of shares of Common Stock that may be purchased by all
Participants on any Purchase Date under the Offering. If the aggregate purchase of shares of Common Stock issuable upon exercise of Purchase Rights
granted under the Offering would exceed any such maximum aggregate number, then, in the absence of any Board action otherwise, a pro rata (based on each
Participant’s accumulated Contributions) allocation of the shares of Common Stock (rounded down to the nearest whole share) available will be made in as
nearly a uniform manner as will be practicable and equitable.

(d)    The purchase price of shares of Common Stock acquired pursuant to Purchase Rights will be not less than the lesser of:

(i)    an amount equal to 85% of the Fair Market Value of the shares of Common Stock on the Offering Date; or

(ii)    an amount equal to 85% of the Fair Market Value of the shares of Common Stock on the applicable Purchase Date.

 
7. PARTICIPATION; WITHDRAWAL; TERMINATION.

(a)    An Eligible Employee may elect to participate in an Offering and authorize payroll deductions as the means of making Contributions by
completing and delivering to the Company, within the time specified in the Offering, an enrollment form provided by the Company. The enrollment form will
specify the amount of Contributions not to exceed the maximum amount specified by the Board. Each Participant’s Contributions will be credited to a
bookkeeping account for such Participant under the Plan and will be deposited with the general funds of the Company except where applicable law or
regulations requires that Contributions be deposited with a third party. If permitted in the Offering, a Participant may begin such Contributions with the first
payroll occurring on or after the Offering Date (or, in the case of a payroll date that occurs after the end of the prior Offering but before the Offering Date of
the next new Offering, Contributions from such payroll will be included in the new Offering). If permitted in the Offering, a Participant may thereafter reduce
(including to zero) or increase his or her Contributions. If required under applicable law or regulations or if specifically provided in the Offering, in addition
to or instead of making Contributions by payroll deductions, a Participant may make Contributions through the payment by cash, check or wire transfer prior
to a Purchase Date.
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(b)    During an Offering, a Participant may cease making Contributions and withdraw from the Offering by delivering to the Company a withdrawal
form provided by the Company. The Company may impose a deadline before a Purchase Date for withdrawing. Upon such withdrawal, such Participant’s
Purchase Right in that Offering will immediately terminate and the Company will distribute as soon as practicable to such Participant all of his or her
accumulated but unused Contributions and such Participant’s Purchase Right in that Offering shall thereupon terminate. A Participant’s withdrawal from that
Offering will have no effect upon his or her eligibility to participate in any other Offerings under the Plan, but such Participant will be required to deliver a
new enrollment form to participate in subsequent Offerings.

(c)    Unless otherwise required by applicable law or regulations, Purchase Rights granted pursuant to any Offering under the Plan will terminate
immediately if the Participant either (i) is no longer an Employee for any reason or for no reason (subject to any post-employment participation period
required by law) or (ii) is otherwise no longer eligible to participate. The Company will distribute as soon as practicable to such individual all of his or her
accumulated but unused Contributions.

(d)    During a Participant’s lifetime, Purchase Rights will be exercisable only by such Participant. Purchase Rights are not transferable by a Participant,
except by will, by the laws of descent and distribution, or, if permitted by the Company, by a beneficiary designation as described in Section 10.

(e)    Unless otherwise specified in the Offering or required by applicable law or regulations, the Company will have no obligation to pay interest on
Contributions.

 
8. EXERCISE OF PURCHASE RIGHTS.

(a)    On each Purchase Date, each Participant’s accumulated Contributions will be applied to the purchase of shares of Common Stock, up to the
maximum number of shares of Common Stock permitted by the Plan and the applicable Offering, at the purchase price specified in the Offering. No fractional
shares will be issued unless specifically provided for in the Offering.

(b)    Unless otherwise provided in the Offering, if any amount of accumulated Contributions remains in a Participant’s account after the purchase of
shares of Common Stock on the final Purchase Date of an Offering, then such remaining amount will not roll over to the next Offering and will instead be
distributed in full to such Participant after the final Purchase Date of such Offering without interest (unless otherwise required by applicable law or
regulations).

(c)    No Purchase Rights may be exercised to any extent unless the shares of Common Stock to be issued upon such exercise under the Plan are
covered by an effective registration statement pursuant to the Securities Act and the Plan is in material compliance with all applicable federal, state, foreign
and other securities and other laws applicable to the Plan. If on a Purchase Date the shares of Common Stock are not so registered or the Plan is not in such
compliance, no Purchase Rights will be exercised on such Purchase Date, and the Purchase Date
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will be delayed until the shares of Common Stock are subject to such an effective registration statement and the Plan is in material compliance, except that the
Purchase Date will in no event be more than 27 months from the Offering Date. If, on the Purchase Date, as delayed to the maximum extent permissible, the
shares of Common Stock are not registered and the Plan is not in material compliance with all applicable laws and regulations, no Purchase Rights will be
exercised and all accumulated but unused Contributions will be distributed to the Participants without interest.

 
9. COVENANTS OF THE COMPANY.

The Company will seek to obtain from each federal, state, foreign or other regulatory commission or agency having jurisdiction over the Plan such
authority as may be required to grant Purchase Rights and issue and sell shares of Common Stock thereunder unless the Company determines, in its sole
discretion, that doing so would cause the Company to incur costs that are unreasonable. If, after commercially reasonable efforts, the Company is unable to
obtain the authority that counsel for the Company deems necessary for the grant of Purchase Rights or the lawful issuance and sale of Common Stock under
the Plan, and at a commercially reasonable cost, the Company will be relieved from any liability for failure to grant Purchase Rights and/or to issue and sell
Common Stock upon exercise of such Purchase Rights.

 
10. DESIGNATION OF BENEFICIARY.

(a)    The Company may, but is not obligated to, permit a Participant to submit a form designating a beneficiary who will receive any shares of
Common Stock and/or Contributions from the Participant’s account under the Plan if the Participant dies before such shares and/or Contributions are
delivered to the Participant. The Company may, but is not obligated to, permit the Participant to change such designation of beneficiary. Any such designation
and/or change must be on a form approved by the Company.

(b)     If a Participant dies, and in the absence of a valid beneficiary designation, the Company will deliver any shares of Common Stock and/or
Contributions to the executor or administrator of the estate of the Participant. If no executor or administrator has been appointed (to the knowledge of the
Company), the Company, in its sole discretion, may deliver such shares of Common Stock and/or Contributions, without interest, to the Participant’s spouse,
dependents or relatives, or if no spouse, dependent or relative is known to the Company, then to such other person as the Company may designate.

 
11. ADJUSTMENTS UPON CHANGES IN COMMON STOCK; CORPORATE TRANSACTIONS.

(a)    In the event of a Capitalization Adjustment, the Board will appropriately and proportionately adjust: (i) the class(es) and maximum number of
securities subject to the Plan pursuant to Section 3(a), (ii) the class(es) and maximum number of securities by which the share reserve is to increase
automatically each year pursuant to Section 3(a), (iii) the class(es) and number of securities subject to, and the purchase price applicable to outstanding
Offerings and Purchase Rights, and (iv) the class(es) and number of securities that are the subject of the purchase limits under each ongoing Offering. The
Board will make these adjustments, and its determination will be final, binding and conclusive.
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(b)    In the event of a Corporate Transaction, then: (i) any surviving corporation or acquiring corporation (or the surviving or acquiring corporation’s
parent company) may assume or continue outstanding Purchase Rights or may substitute similar rights (including a right to acquire the same consideration
paid to the stockholders in the Corporate Transaction) for outstanding Purchase Rights, or (ii) if any surviving or acquiring corporation (or its parent
company) does not assume or continue such Purchase Rights or does not substitute similar rights for such Purchase Rights, then the Participants’ accumulated
Contributions will be used to purchase shares of Common Stock (rounded down to the nearest whole share) within ten business days prior to the Corporate
Transaction under the outstanding Purchase Rights, and the Purchase Rights will terminate immediately after such purchase.

 
12. AMENDMENT, TERMINATION OR SUSPENSION OF THE PLAN.

(a)    The Board may amend the Plan at any time in any respect the Board deems necessary or advisable. However, except as provided in Section 11(a)
relating to Capitalization Adjustments, stockholder approval will be required for any amendment of the Plan for which stockholder approval is required by
applicable law, regulations or listing requirements.

(b)    The Board may suspend or terminate the Plan at any time. No Purchase Rights may be granted under the Plan while the Plan is suspended or after
it is terminated.

(c)    Any benefits, privileges, entitlements and obligations under any outstanding Purchase Rights granted before an amendment, suspension or
termination of the Plan will not be materially impaired by any such amendment, suspension or termination except (i) with the consent of the person to whom
such Purchase Rights were granted, (ii) as necessary to comply with any laws, listing requirements, or governmental regulations (including, without
limitation, the provisions of Section 423 of the Code and the regulations and other interpretive guidance issued thereunder relating to Employee Stock
Purchase Plans) including without limitation any such regulations or other guidance that may be issued or amended after the date the Plan is adopted by the
Board, or (iii) as necessary to obtain or maintain favorable tax, listing, or regulatory treatment. To be clear, the Board may amend outstanding Purchase Rights
without a Participant’s consent if such amendment is necessary to ensure that the Purchase Right and/or the Plan complies with the requirements of
Section 423 of the Code.

 
13. EFFECTIVE DATE OF PLAN.

The Plan will become effective immediately prior to and contingent upon the IPO Date. No Purchase Rights will be exercised unless and until the Plan
has been approved by the stockholders of the Company, which approval must be within 12 months before or after the date the Plan is adopted (or if required
under Section 12(a) above, materially amended) by the Board.

 
14. MISCELLANEOUS PROVISIONS.

(a)    Proceeds from the sale of shares of Common Stock pursuant to Purchase Rights will constitute general funds of the Company.

(b)    A Participant will not be deemed to be the holder of, or to have any of the rights of a holder with respect to, shares of Common Stock subject to
Purchase Rights unless and until the Participant’s shares of Common Stock acquired upon exercise of Purchase Rights are recorded in the books of the
Company (or its transfer agent).
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(c)    The Plan and Offering do not constitute an employment contract. Nothing in the Plan or in the Offering will in any way alter the at will nature of a
Participant’s employment, if applicable, or be deemed to create in any way whatsoever any obligation on the part of any Participant to continue in the employ
of the Company or a Related Corporation, or on the part of the Company or a Related Corporation to continue the employment of a Participant.

(d)    The provisions of the Plan will be governed by the laws of the State of Delaware without resort to that state’s conflicts of laws rules.

(e)    If any particular provision of the Plan is found to be invalid or otherwise unenforceable, such provision will not affect the other provisions of the
Plan, but the Plan will be construed in all respects as if such invalid provision were omitted.

(f)    If any provision of the Plan does not comply with applicable law or regulations, such provision shall be construed in such a manner as to comply
with applicable law or regulations.

 
15.    DEFINITIONS.

As used in the Plan, the following definitions will apply to the capitalized terms indicated below:

(a)    “Board” means the Board of Directors of the Company.

(b)    “Capital Stock” means each and every class of common stock of the Company, regardless of the number of votes per share.

(c)    “Capitalization Adjustment” means any change that is made in, or other events that occur with respect to, the Common Stock subject to the Plan
or subject to any Purchase Right after the date the Plan is adopted by the Board without the receipt of consideration by the Company through merger,
consolidation, reorganization, recapitalization, reincorporation, stock dividend, dividend in property other than cash, large nonrecurring cash dividend, stock
split, liquidating dividend, combination of shares, exchange of shares, change in corporate structure or other similar equity restructuring transaction, as that
term is used in Financial Accounting Standards Board Accounting Standards Codification Topic 718 (or any successor thereto). Notwithstanding the
foregoing, the conversion of any convertible securities of the Company will not be treated as a Capitalization Adjustment.

(d)    “Code” means the Internal Revenue Code of 1986, as amended, including any applicable regulations and guidance thereunder.

(e)    “Committee” means a committee of one or more members of the Board to whom authority has been delegated by the Board in accordance with
Section 2(c).
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(f)    “Common Stock” means, as of the IPO Date, the common stock of the Company, having one vote per share.

(g)    “Company” means Neuronetics, Inc., a Delaware corporation.

(h)    “Contributions” means the payroll deductions and other additional payments specifically provided for in the Offering that a Participant
contributes to fund the exercise of a Purchase Right. A Participant may make additional payments into his or her account if specifically provided for in the
Offering, and then only if the Participant has not already had the maximum permitted amount withheld during the Offering through payroll deductions.

(i)    “Corporate Transaction” means the consummation, in a single transaction or in a series of related transactions, of any one or more of the
following events:

(i)    a sale or other disposition of all or substantially all, as determined by the Board in its sole discretion, of the consolidated assets of the
Company and its Subsidiaries;

(ii)    a sale or other disposition of more than 50% of the outstanding securities of the Company;

(iii)    a merger, consolidation or similar transaction following which the Company is not the surviving corporation; or

(iv)    a merger, consolidation or similar transaction following which the Company is the surviving corporation but the shares of Common Stock
outstanding immediately preceding the merger, consolidation or similar transaction are converted or exchanged by virtue of the merger, consolidation or
similar transaction into other property, whether in the form of securities, cash or otherwise.

(j)    “Director” means a member of the Board.

(k)    “Eligible Employee” means an Employee who meets the requirements set forth in the document(s) governing the Offering for eligibility to
participate in the Offering, provided that such Employee also meets the requirements for eligibility to participate set forth in the Plan.

(l)    “Employee” means any person, including an Officer or Director, who is “employed” for purposes of Section 423(b)(4) of the Code by the
Company or a Related Corporation. However, service solely as a Director, or payment of a fee for such services, will not cause a Director to be considered an
“Employee” for purposes of the Plan.

(m)    “Employee Stock Purchase Plan” means a plan that grants Purchase Rights intended to be options issued under an “employee stock purchase
plan,” as that term is defined in Section 423(b) of the Code.

(n)    “Exchange Act” means the Securities Exchange Act of 1934, as amended and the rules and regulations promulgated thereunder.
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(o)    “Fair Market Value” means, as of any date, the value of the Common Stock determined as follows:

(i)    If the Common Stock is listed on any established stock exchange or traded on any established market, the Fair Market Value of a share of
Common Stock will be the closing sales price for such stock as quoted on such exchange or market (or the exchange or market with the greatest volume of
trading in the Common Stock) on the date of determination, as reported in such source as the Board deems reliable. Unless otherwise provided by the Board,
if there is no closing sales price for the Common Stock on the date of determination, then the Fair Market Value will be the closing sales price on the last
preceding date for which such quotation exists.

(ii)    In the absence of such markets for the Common Stock, the Fair Market Value will be determined by the Board in good faith in compliance
with applicable laws and regulations and in a manner that complies with Sections 409A of the Code

(iii)    Notwithstanding the foregoing, for any Offering that commences on the IPO Date, the Fair Market Value of the shares of Common Stock
on the Offering Date will be the price per share at which shares are first sold to the public in the Company’s initial public offering as specified in the final
prospectus for that initial public offering.

(p)    “IPO Date” means the date of the underwriting agreement between the Company and the underwriters managing the initial public offering of the
Common Stock, pursuant to which the Common Stock is priced for the initial public offering.

(q)    “Offering” means the grant to Eligible Employees of Purchase Rights, with the exercise of those Purchase Rights automatically occurring at the
end of one or more Purchase Periods. The terms and conditions of an Offering will generally be set forth in the “Offering Document” approved by the Board
for that Offering.

(r)    “Offering Date” means a date selected by the Board for an Offering to commence.

(s)    “Officer” means a person who is an officer of the Company or a Related Corporation within the meaning of Section 16 of the Exchange Act.

(t)    “Participant” means an Eligible Employee who holds an outstanding Purchase Right.

(u)    “Plan” means this Neuronetics, Inc. 2018 Employee Stock Purchase Plan.

(v)    “Purchase Date” means one or more dates during an Offering selected by the Board on which Purchase Rights will be exercised and on which
purchases of shares of Common Stock will be carried out in accordance with such Offering.

(w)    “Purchase Period” means a period of time specified within an Offering, generally beginning on the Offering Date or on the first Trading Day
following a Purchase Date, and ending on a Purchase Date. An Offering may consist of one or more Purchase Periods.
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(x)    “Purchase Right” means an option to purchase shares of Common Stock granted pursuant to the Plan.

(y)    “Related Corporation” means any “parent corporation” or “subsidiary corporation” of the Company whether now or subsequently established, as
those terms are defined in Sections 424(e) and (f), respectively, of the Code.

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

(aa)    “Trading Day” means any day on which the exchange(s) or market(s) on which shares of Common Stock are listed, including but not limited to
the NYSE, Nasdaq Global Select Market, the Nasdaq Global Market, the Nasdaq Capital Market or any successors thereto, is open for trading.
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Exhibit 10.13

FORM OF NON-QUALIFIED STOCK OPTION AGREEMENT

FOR THE

NEURONETICS, INC.

AMENDED AND RESTATED 2003 STOCK INCENTIVE PLAN

This Non-Qualified Stock Option Agreement (this “Agreement”) consists of the following: the Grant and Award Agreement (below), an Exercise
Notice designated as Exhibit A and an Investment Representation Statement designated as Exhibit B, all of which are integral parts of one document that,
together with the Neuronetics, Inc. Amended and Restated 2003 Stock Incentive Plan (the “Plan”), a copy of which is attached and designated as Exhibit C,
defines the rights and obligations of the parties.

GRANT AND AWARD AGREEMENT

1.    Grant of Option and Exercise Price. Subject to the terms and conditions set forth herein and in the Plan, Neuronetics, Inc. (the “Company”)
hereby grants to [            ] (“Optionee”), effective [            ] (the “Grant Date”), a non-qualified stock option (the “Option”) to purchase up to [            ] shares
of Common Stock of the Company at an exercise price of $[            ] per share (the “Exercise Price”). The Option is intended to be a non-qualified stock
option as defined under section 422 of the Code and any regulations promulgated thereunder.

2.    Vesting of Option. The Option shall vest as follows: (a) 25% of the shares of Common Stock subject to the Option on the first anniversary of
the commencement of Optionee’s employment with the Company or its Subsidiary and then (b) 1/36th of the remaining unvested shares of Common Stock
subject to the Option each month thereafter.

3.    Time of Exercise. Subject to the vesting schedule in Section 2, Optionee may exercise all or some portion of the Option for any whole
number of shares from time to time up until the tenth anniversary of the Grant Date. Upon the tenth anniversary of the Grant Date, Optionee’s right to exercise
the Option shall terminate absolutely.

4.    Payment for Shares of Common Stock. Within three (3) days of the exercise of an Option and before delivery of the shares of Common
Stock, full payment for shares of Common Stock purchased upon the exercise of such Option shall be made in cash, or, subject to the approval of the
Committee, by (a) surrendering shares of Common Stock that have an aggregate Fair Market Value equal to the aggregate Exercise Price and that have been
held by Optionee for at least six months or (b) delivery of a properly executed exercise notice, together with irrevocable instructions to a Company-designated
broker to promptly deliver to the Company the amount of sale or loan proceeds required to pay the aggregate Exercise Price.



5.    Manner of Exercise.

(A)    The Option shall be exercised by delivery of an exercise notice in the form attached hereto as Exhibit A (the “Exercise Notice”),
which shall state Optionee’s election to exercise the Option, the whole number of shares with respect to which the Option is being exercised and such other
representations and agreements as may be required by the Company and contained in the Exercise Notice. The Exercise Notice shall be accompanied within
three (3) days by payment of the aggregate Exercise Price in a form permitted under Section 4 hereof. The Option shall be deemed to be exercised upon
receipt by the Company of such fully-executed Exercise Notice accompanied by payment of the aggregate Exercise Price within three (3) days of such
exercise. The Exercise Notice shall be irrevocable once given.

(B)    In the event the shares issuable upon the exercise of the Option have not been registered under the Securities Act of 1933, as
amended (the “Securities Act”), at the time the Option is exercised, Optionee shall, concurrently with the exercise of all or any portion of the Option, deliver
to the Company an Investment Representation Statement in the form attached hereto as Exhibit B, or take such other action to comply with the securities laws
of the United States or of any state, as the Company shall determine to be necessary.

6.    Issuance of Certificates. As promptly as the Company determines is reasonably practicable after the exercise of the Option, a certificate for
the shares of Common Stock issuable on the exercise of the Option shall be delivered to Optionee or to his or her personal representative, heir or legatee.

7.    Transferability.

(A)    The Option may not be transferred or assigned by Optionee except by will or the laws of descent and distribution or be exercised
other than by Optionee or, in the case of his or her death, by his or her personal representative, heir or legatee.

(B)    Prior to the Company becoming Publicly Traded, the shares acquired upon the exercise of the Option may not be transferred except
in accordance with the terms of this Agreement or by will or the laws of descent and distribution. Each certificate evidencing the shares acquired upon
exercise of the Option shall bear the legend set forth in the Investment Representation Statement.

8.    Taxes. Optionee shall be responsible to make appropriate provision for all taxes required to be withheld in connection with any Option, the
exercise thereof and the transfer of the shares of Common Stock. Such responsibility shall extend to all applicable federal, state, local or foreign withholding
taxes. The Company shall have the right to retain the number of shares of Common Stock whose aggregate Fair Market Value equals the amount to be
withheld in satisfaction of the applicable withholding taxes.

9.    Termination of Employment. If Optionee’s employment with the Company or its Subsidiary or Affiliate is terminated by reason of death or
Disability, then all vested Options may be exercised for twelve (12) months from the date of such termination or until the expiration of the term of the Option,
as provided in Section 3 above, whichever period is shorter. If Optionee’s employment with the Company or its Subsidiary or Affiliate is
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terminated for Cause, as determined by the Committee, then any Options which are unexercised shall terminate on the date of such termination, or notice of
such termination, if earlier. If Optionee’s employment with the Company or its Subsidiary or Affiliate is terminated for any reason other than death, Disability
or Cause, all vested Options may be exercised for three months from the date of such termination or until the expiration of the term of the Option, whichever
period is shorter. Any unvested Options shall be forfeited as of the date Optionee’s employment with the Company or its Subsidiary or Affiliate is terminated
for any reason. Additionally, any vested Option that is not exercised within the applicable period of time, as provided in this Section 9, after Optionee’s
termination of employment shall be irrevocably forfeited.

10.    Repurchase by Company. If Optionee’s employment with the Company or its Subsidiary or Affiliate is terminated prior to the Company’s
becoming Publicly Traded, the Company may repurchase any or all shares of Common Stock which have been issued to Optionee pursuant to this Agreement
(i) at the Fair Market Value of such shares on the date of such termination if such termination is not for Cause or (ii) if such termination is for Cause, at the
lesser of: (A) the Fair Market Value of such shares on the date of such termination or (B) the price Optionee paid for the shares (subject to any adjustment as
provided in Section 10 of the Plan). If the Company chooses to exercise its right to repurchase under this Section 10, it shall send Optionee written notice of
its intent to do so no more than 30 days after such termination. If after Optionee’s employment with the Company or its Subsidiary or Affiliate is terminated,
Optionee and/or his or her beneficiary acquires additional shares of Common Stock pursuant to an exercise under this Agreement prior to the Company’s
becoming Publicly Traded, the Company may repurchase any or all shares of Common Stock so acquired at the Fair Market Value of such shares on the date
of exercise, by providing written notice of its intent to do so within 30 days of such exercise.

11.    Right of First Refusal.

(A)    Exercise of Right. If Optionee desires to transfer all or any part of the shares acquired pursuant to this Agreement to any person
other than the Company (an “Offeror”), Optionee shall: (i) obtain in writing an irrevocable and unconditional bona fide offer (the “Offer”) for the purchase
thereof from the Offeror; and (ii) give written notice (the “Option Notice”) to the Company setting forth Optionee’s desire to transfer such shares, which
Option Notice shall be accompanied by a photocopy of the Offer and shall set forth at least the name and address of the Offeror and the price and terms of the
Offer. Upon receipt of the Option Notice, the Company shall have an assignable option to purchase any or all of such shares (the “Company Option Shares”)
specified in the Option Notice, such option to be exercisable by giving, within 30 days after receipt of the Option Notice, a written counter-notice to Optionee.
If the Company elects to purchase any or all of such Company Option Shares, it shall be obligated to purchase, and Optionee shall be obligated to sell to the
Company, such Company Option Shares at the price and terms indicated in the Offer within 30 days from the date of delivery by the Company of such
counter-notice.

(B)    Sale of Option Shares to Offeror. Optionee may, for 60 days after the expiration of the 30-day option period as set forth in
Section 11(A), sell to the Offeror, pursuant to the terms of the Offer, any or all of such Company Option Shares not purchased or
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agreed to be purchased by the Company or its assignee; provided, however, that Optionee shall not sell such Company Option Shares to such Offeror if such
Offeror is a competitor of the Company and the Company gives written notice to Optionee, within 30 days of its receipt of the Option Notice, stating that
Optionee shall not sell his or her Company Option Shares to such Offeror; and provided, further, that prior to the sale of such Company Option Shares to an
Offeror, such Offeror shall execute an agreement with the Company pursuant to which such Offeror agrees to be subject to the restrictions set forth in this
Section 11. If any or all of such Company Option Shares are not sold pursuant to an Offer within the time permitted above, the unsold Company Option
Shares shall remain subject to the terms of this Section 11.

(C)    Failure to Deliver Option Shares. If Optionee fails or refuses to deliver on a timely basis duly endorsed certificates representing
Company Option Shares to be sold to the Company or its assignee pursuant to this Section 11, the Company shall have the right to deposit the purchase price
for such Company Option Shares in a special account with any bank or trust company, giving notice of such deposit to Optionee, whereupon such Company
Option Shares shall be deemed to have been purchased by the Company. All such monies shall be held by the bank or trust company for the benefit of
Optionee. All monies deposited with the bank or trust company but remaining unclaimed for two years after the date of deposit shall be repaid by the bank or
trust company to the Company on demand, and Optionee shall thereafter look only to the Company for payment.

(D)    Expiration of Company’s Right of First Refusal. The first refusal rights of the Company set forth above shall remain in effect until
such time, if ever, as the Company becomes Publicly Traded, at which time the refusal rights of the Company set forth herein will automatically expire.

12.    Lock-up Agreement. Optionee agrees that in connection with the Company’s first underwritten public offering of Common Stock, upon the
request of the Company or the principal underwriter managing such public offering, the shares acquired pursuant to this Agreement may not be sold, offered
for sale or otherwise disposed of, including any sale pursuant to Rule 144, without the prior written consent of the Company or such underwriter, as the case
may be, for a period of up to 180 days after the effectiveness of the registration statement filed in connection with such offering.

13.    Rights Prior to Exercise. Neither Optionee nor Optionee’s personal representative, heir or legatee shall have any of the rights of a
stockholder with respect to any Common Stock until the date of the issuance to him or her of a certificate for such Common Stock as provided herein.

14.    Amendments. The Committee may from time to time amend the terms of this Agreement to the extent it deems appropriate to carry out the
terms and provisions of the Plan; provided that any amendment adverse to Optionee shall be effective only if consented to by Optionee in writing.

15.    Interpretation of Agreement and Plan. The Committee shall have sole power to interpret and construe any provisions of this Agreement or
the Plan. Any such interpretation or construction made by the Committee shall be final and conclusive and, insofar
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as possible, shall be consistent with the requirements of a non-qualified stock option. In the event of any differences between the provisions of this Agreement
and the terms of the Plan, the terms of the Plan will control.

16.    Option Not to Affect Employment. The Option granted hereunder shall not confer upon Optionee any right to continue in the employment
of the Company or its Subsidiary or Affiliate.

17.    Miscellaneous. The captions of this Agreement are not part of the provisions hereof and shall have no force or effect. All capitalized terms
not defined in this Agreement shall have the meaning set forth in the Plan unless the context clearly requires an alternative meaning. The invalidity or
unenforceability of any provision of this Agreement shall not affect the validity or enforceability of any other provision of this Agreement.

18.    Securities Laws. The Committee may from time to time impose any conditions on the exercise of the Option as it deems necessary or
advisable to ensure that all rights granted under the Plan satisfy the requirements of applicable securities laws. Such conditions may include, without
limitation, the partial or complete suspension of the right to exercise the Option or trade the shares issued upon exercise.

19.    Notices. All notices or other communications given hereunder shall be in writing, shall be sent by registered or certified mail, return receipt
requested, postage prepaid, or by hand delivery or by expedited delivery service, delivery charges prepaid and with acknowledged receipt of delivery. A
notice or other communication shall be deemed given on the date of acceptance or refusal of acceptance shown on such receipt, and shall be addressed, as the
case may be to Optionee and to the Company at the following applicable address:

(A)    If to Optionee, to the address specified by Optionee below.

(B)    If to the Company, to:

Neuronetics, Inc.
3222 Phoenixville Pike
Malvern, PA 19355
Attention: Chief Executive Officer

Any party may, by notice given in compliance with this Section, change its address for all subsequent notices.

20.    Adjustments for Changes in Capital Structure. If there shall be any change in the Common Stock of the Company through merger,
consolidation, reorganization, recapitalization, stock dividend, stock split, combination or exchange of shares, or the like, the restrictions contained in this
Agreement shall apply with equal force to additional and/or substitute securities, if any, received by Optionee in exchange for, or by virtue of his or her
ownership of, shares acquired pursuant to this Agreement, except as otherwise determined by the Board.
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21.    Entire Agreement. This Agreement constitutes the entire agreement of the parties with respect to the subject matter hereof. This Agreement
supersedes all prior discussions, negotiations, understandings, commitments and agreements with respect to such matters.

22.    Governing Law. To the extent not preempted by federal law, this Agreement shall be governed by and construed in accordance with the
laws of the State of Delaware without reference to rules relating to conflict of laws.
 

    NEURONETICS, INC.

Dated:                                         By:                                                                      
                Name:
                Title:

Dated:                                                                                                  
    EMPLOYEE NAME
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Exhibit A

EXERCISE NOTICE

FOR

NEURONETICS, INC. AMENDED AND RESTATED 2003 STOCK INCENTIVE PLAN

Neuronetics, Inc.
3222 Phoenixville Pike
Malvern, PA 19355

Attention: Chief Executive Officer

2.    Exercise of Option. Effective as of today,                    , 20         (the “Exercise Date”) the undersigned (“Optionee”) hereby elects to exercise
Optionee’s option (the “Option”) to purchase                     shares of the Common Stock (the “Shares”) of Neuronetics, Inc. (the “Company”), under and
pursuant to the Neuronetics, Inc. Amended and Restated 2003 Stock Incentive Plan (the “Plan”) and the Non-Qualified Stock Option Agreement dated
                (the “Option Agreement”).

3.    Delivery of Payment. Optionee shall deliver to the Company the full exercise price of the Shares, as set forth in the Option Agreement within three
(3) days of the Exercise Date.

4.    Representations of Optionee. Optionee acknowledges that Optionee has received, read and understands the Plan and the Option Agreement and
agrees to abide by and be bound by the terms and conditions contained therein.

5.    Rights as Stockholder. Until the issuance of the Shares, no right to vote or receive dividends or any other rights as a stockholder shall exist with
respect to the Shares, notwithstanding the exercise of the Option. The Shares shall be issued to Optionee as soon as practicable after the Option is exercised.
No adjustment shall be made for a dividend or other right for which the record date is prior to the date of issuance.

6.    Company’s Right of First Refusal. Before any Shares held by Optionee or any transferee may be sold or otherwise transferred, the Company or its
assignee(s) shall have a right of first refusal to purchase the Shares on the terms and conditions set forth in the Option Agreement.
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7.    Terms of the Plan and the Option Agreement Govern. Optionee specifically acknowledges that the Option and any Shares acquired upon exercise
of the Option are subject to all of the terms and conditions of the Plan and the Option Agreement.

8.    Tax Consultation. Optionee understands that Optionee may suffer adverse tax consequences as a result of Optionee’s purchase or disposition of the
Shares. Optionee represents that Optionee has consulted with all tax consultants Optionee deems advisable in connection with the purchase or disposition of
the Shares and that Optionee is not relying on the Company or the Committee for any tax advice.

9.    Restrictive Legends and Stop-Transfer Orders.

(A)    Legends. Optionee understands and agrees that the Company shall cause the legend set forth below or a legend substantially
equivalent thereto to be placed upon any certificate(s) evidencing ownership of the Shares together with any other legends that may be required by the
Company or by state or federal securities laws:

“THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE BEEN ACQUIRED FOR INVESTMENT AND HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), OR ANY APPLICABLE STATE SECURITIES LAWS.
THESE SECURITIES MAY NOT BE SOLD OR TRANSFERRED IN THE ABSENCE OF SUCH REGISTRATION OR AN EXEMPTION
THEREFROM UNDER THE ACT. ADDITIONALLY, THESE SECURITIES ARE SUBJECT TO A REPURCHASE RIGHT AND RIGHT OF
FIRST REFUSAL IN FAVOR OF NEURONETICS, INC. SPECIFIED IN THE NON-QUALIFIED STOCK OPTION AGREEMENT (THE “OPTION
AGREEMENT”) ISSUED PURSUANT TO THE NEURONETICS, INC. AMENDED AND RESTATED 2003 STOCK INCENTIVE PLAN (THE
“PLAN”) BETWEEN NEURONETICS, INC. AND THE OTHER PARTY THERETO (AS EACH OF THE SAME MAY BE AMENDED AND/OR
RESTATED FROM TIME TO TIME).

ANY ATTEMPT TO TRANSFER THESE SHARES, OTHER THAN BY WILL OR THE LAWS OF DESCENT AND DISTRIBUTION, WITHOUT
COMPLYING WITH THE TERMS OF THE PLAN OR THE OPTION AGREEMENT, OR ANY SUCCESSOR THERETO, SHALL BE NULL AND
VOID.”

(B)    Stop-Transfer Orders. Optionee agrees that, in order to ensure compliance with the restrictions referred to herein, the Company may
issue appropriate “stop transfer” instructions to its transfer agent, if any, and that, if the Company transfers its own securities, it may make appropriate
notations to the same effect in its own records.

(C)    Refusal to Transfer. The Company shall not be required (i) to transfer on its books any Shares that have been sold or otherwise
transferred in violation of any of the provisions of this Exercise Notice or (ii) to treat as owner of such Shares or to accord the right to vote or pay dividends to
any purchaser or other transferee to whom such Shares shall have been so transferred or as to which the Company has not received notice.
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10.    Entire Agreement. The Plan and Option Agreement are incorporated herein by reference. Unless otherwise defined herein, the terms contained in
the Exercise Notice shall have the same meaning as defined in the Plan and/or the Option Agreement. This Exercise Notice, the Plan and the Option
Agreement (and the Exhibits thereto) constitute the entire agreement of the parties with respect to the subject matter hereof and supersede in their entirety all
prior undertakings and agreements of the Company and Optionee with respect to the subject matter hereof, and may not be modified adversely to Optionee’s
interest except by means of a writing signed by the Company and Optionee. In the event of a conflict between the terms and conditions of this Exercise Notice
and the Plan, the terms and conditions of the Plan shall prevail.
 
Submitted by:    Accepted by:

   NEURONETICS, INC.

    By:                                                                                          
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Exhibit B

INVESTMENT REPRESENTATION STATEMENT

FOR

NEURONETICS, INC.

AMENDED AND RESTATED 2003 STOCK INCENTIVE PLAN

Optionee:                                                 

Shares:                                      shares of Common Stock of Neuronetics, Inc. (the “Shares”)

Amount Paid:                                          

Date:                                                        

In connection with the purchase of the above-listed Shares, the undersigned Optionee represents to the Company the following:

1.    Optionee is aware of the Company’s business affairs and financial condition and has acquired sufficient information about the Company to reach an
informed and knowledgeable decision to acquire the Shares. Optionee is acquiring these Shares for investment for Optionee’s own account only and not with
a view to, or for resale in connection with, any “distribution” thereof within the meaning of the Securities Act of 1933, as amended (the “Securities Act”).

2.    Optionee acknowledges and understands that the Shares constitute “restricted securities” under the Securities Act and have not been registered
under the Securities Act in reliance upon a specific exemption therefrom, which exemption depends upon, among other things, the bona fide nature of
Optionee’s investment intent as expressed herein. In this connection, Optionee understands that, in the view of the Securities and Exchange Commission, the
statutory basis for such exemption may be unavailable if Optionee’s representation was predicated solely upon a present intention to hold these Shares for the
minimum capital gains period specified under tax statutes, for a deferred sale, for or until an increase or decrease in the market price of the Shares or for a
period of one year or any other fixed period in the future. Optionee further understands that the Shares must be held indefinitely unless they are subsequently
registered under the Securities Act or an exemption from such registration is available. Optionee further acknowledges and understands that the Company is
under no obligation to register the Shares. Optionee understands that the certificate evidencing the Shares will be imprinted with a legend which prohibits the
transfer of the Shares unless they are registered or such registration is not required in the opinion of counsel satisfactory to the Company and with any other
legend required under applicable state securities laws.
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3.    Optionee is familiar with the provisions of Rule 701 and Rule 144, each promulgated under the Securities Act, which, in substance, permit limited
public resale of “restricted securities” acquired, directly or indirectly from the issuer thereof, in a non-public offering subject to the satisfaction of certain
conditions. Rule 701 provides that if the issuer qualifies under Rule 701 at the time of the grant of the Option to Optionee, the exercise will be exempt from
registration under the Securities Act. In the event the Company becomes subject to the reporting requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, ninety (90) days thereafter (or such longer period as any market stand-off agreement may require) the Shares exempt under Rule 701
may be resold, subject to the satisfaction of certain of the conditions specified by Rule 144, including: (a) the resale being made through a broker in an
unsolicited “broker’s transaction” or in transactions directly with a market maker (as said term is defined under the Securities Exchange Act of 1934); and, in
the case of an affiliate, (b) the availability of certain public information about the Company; (c) the amount of Shares being sold during any three month
period not exceeding the limitations specified in Rule 144(e); and (d) the timely filing of a Form 144, if applicable.

In the event that the Company does not qualify under Rule 701 at the time of grant of the Option, then the Shares may be resold in certain limited
circumstances subject to the provisions of Rule 144, which requires the resale to occur after a specified holding period.

4.    Optionee further understands that in the event all of the applicable requirements of Rule 701 or 144 are not satisfied, registration under the
Securities Act, compliance with Regulation A or some other registration exemption will be required; and that, notwithstanding the fact that Rules 144 and 701
are not exclusive, the Staff of the Securities and Exchange Commission has expressed its opinion that persons proposing to sell private placement securities
other than in a registered offering and otherwise than pursuant to Rules 144 or 701 will have a substantial burden of proof in establishing that an exemption
from registration is available for such offers or sales, and that such persons and their respective brokers who participate in such transactions do so at their own
risk. Optionee understands that no assurances can be given that any such other registration exemption will be available in such event.
 
Date:                         Signature of Optionee:                                                  
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Exhibit C

NEURONETICS, INC.
AMENDED AND RESTATED 2003 STOCK INCENTIVE PLAN

 
C - 1


