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5,000,000 Shares ' N euronet | cS
NEURONETICS, Inc.

Common Stock
S per share

* Neuronetics, Inc. is offering 5,000,000 shares of ~ # This is our imitial public offering and no public
common stock. market currently exists for our shares.

* We anticipate that the initial public offering price  * Proposed Nasdaq Global Market trading
will be between $14.00 and $16.00 per share. symbaol: “STIM.™

This investment involves risks. See “Risk Factors™ beginning on page 12.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012,
and, as such, have elected to comply with certain reduced public company reporting requirements for this
prospectus and furure filings.

Per Share Total

Initial public offering price.. ... oo it i ina s iaaeas §
Underwriting discounts and commissions!!!

Proceeds to Neuronetics, Inc., before expenses .. ... o i

Il See “Underwriting™ for additional informarion regarding underwriring compensation,

We bave granted to the underwriters an option to purchase up to 750,000 additional shares of common
stock from us at the initial public offering price, less the underwriting discounts and commissions, for
30 days after the date of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved of
anyone's investment in these securities, or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense,

The underwriters expect to deliver the shares of common stock to investors on or about , 2018,

Piper Jaffray William Blair
Canaccord Genuity BTIG JMP Securities

The date of this prospectus is
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Until , 2018 (25 days after the date of this prospectus), 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.

» « B

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 781 active NeuroStar Advanced Therapy Systems in approximately 615 psychiatrist offices and the estimated 50,000 patients treated
with approximately 1.8 million of our treatment sessions. We generated revenues of $40.4 million for the year ended December 31, 2017 and $10.2
million for the three months ended March 31, 2018.

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 March 31, 2018, we had an installed base of 781 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 126 people as of March 31, 2018. 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 year ended December 31, 2017 compared to 78% of our U.S. revenues for the prior year. For the three months ended March 31, 2018, we generated
revenues of $10.2 million, which represented an increase of 35% compared to the same period in the prior year. For the three months ended March 31,
2018, our U.S. revenues were $10.0 million, which represented an increase of 35% compared to the same period in the prior year. Revenues from
treatment sessions represented 72% of our U.S. revenues for the three months ended March 31, 2018, compared to 78% of our U.S. revenues for the
same period in the prior year.

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
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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 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
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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 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.
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Our Strengths

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 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.

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 781
active NeuroStar Advanced Therapy Systems in approximately 615 psychiatrist offices, the estimated 50,000 patients treated with over
1.8 million of our treatment sessions, and our $40.4 million and $10.2 million in revenues in 2017 and the three months ended March
31, 2018, respectively. We believe these factors provide us meaningful competitive advantages by creating significant barriers to entry
to other TMS providers.
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Our Strategy

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 March 31, 2018, 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 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 approximately 205 million covered lives or about 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 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;
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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;

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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Issuer

Common stock offered by us

Common stock to be outstanding after this offering

Option to purchase additional shares of common stock

Use of proceeds

Directed share program

Risk factors

Proposed Nasdaq Global Market symbol

THE OFFERING

Neuronetics, Inc.

5,000,000 shares (or 5,750,000 shares if the
underwriters exercise their option to purchase
additional shares in full).

16,245,558 shares (or 16,995,558 shares if the
underwriters exercise their option to purchase
additional shares in full).

The underwriters have a 30-day option to purchase up
to 750,000 additional shares of common stock from
us.

We intend to use the net proceeds from this offering
to fund the further commercialization and marketing
of our NeuroStar Advanced Therapy System,
primarily through expansion of our sales, customer
support and practice development teams; 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.”

At our request, the underwriters have reserved up to
250,000 shares of common stock, or approximately
5% 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.

You may read the “Risk Factors” section of this
prospectus beginning 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.

“STIM”
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The number of shares of our common stock to be outstanding after this offering is based on 11,245,558 shares of our common stock outstanding
as of March 31, 2018, which includes 12,823 shares of unvested restricted stock. The number of shares of common stock outstanding as of March 31,
2018 excludes:

2,669,144 shares of common stock issuable upon the exercise of stock options outstanding as of March 31, 2018, with a weighted-
average exercise price of $2.63 per share;

224,703 shares of common stock issuable upon the exercise of stock options granted after March 31, 2018, with a weighted-average
exercise price of $7.54 per share;

105,095 shares of common stock issuable upon the exercise of warrants outstanding as of March 31, 2018 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 $11.03 per share;

46,670 shares of common stock reserved for future issuance under our Amended and Restated 2003 Stock Incentive Plan, as amended,
or 2003 Plan;

1,334,315 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

243,699 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 0.0345-for-1 reverse split for our common stock;

the automatic conversion of all outstanding shares of our convertible preferred stock into 10,994,280 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 or settlement of restricted stock units;
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 750,000 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 are derived from our audited financial statements appearing at the end of this
prospectus. The statements of operations data for the three months ended March 31, 2017 and 2018 and the balance sheet data as of March 31, 2018 are
derived from our unaudited interim financial statements appearing at the end of this prospectus. We have prepared our unaudited interim financial
statements on the same basis as our audited financial statements and have included, in our opinion, all adjustments, consisting only of normal recurring
adjustments, necessary for a fair presentation of the financial information set forth in those statements. 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. Our interim results are not necessarily indicative of results to be expected for the full year ending December 31,
2018, or any other period.

Years ended Three Months ended
December 31, March 31,
2016 2017 2017 2018

(in thousands, except per share data)
Statements of Operations Data:

Revenues $ 34,228 $ 40,433 $ 7,526 $10,152
Cost of revenues 6,622 9,632 1,538 2,457
Gross Profit 27,606 30,801 5,988 7,695
Operating expenses:
Sales and marketing 21,794 27,900 6,306 8,109
General and administrative 6,926 8,572 1,642 2,636
Research and development 8,223 7,937 2,028 1,555
Total operating expenses 36,943 44,409 9,976 12,300
Loss from Operations (9,337)  (13,608)  (3,988) (4,605)
Other (income) expense:
Interest expense 1,835 2,808 550 921
Other (income) expense, net 62 (357) (24) (29)
Net Loss $(11,234)  $(16,059) $(4,514) $(5,497)
Net loss per share of common stock outstanding, basic and
diluted® $ (76.95) $ (86.34) $(27.03) $(24.43)
Weighted-average common shares outstanding, basic and
diluted® 146 186 167 226
Pro forma net loss per share of common stock outstanding,
basic and diluted (unaudited)® $ (1.51) $ (0.49)
Pro forma weighted-average common shares outstanding, basic
and diluted (unaudited)® 10,601 11,220

(1) See “Note 11. Loss per Share” in our audited and unaudited interim 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 March 31, 2018
Pro Pro forma as
Actual forma(1) Adjusted®

(in thousands)
Balance Sheet Data:

Cash and cash equivalents $ 20,354 $ 20,354 $ 87,334
Working capital 19,522 19,522 86,272
Total assets 32,016 32,016 97,372
Long-term debt, net 29,803 29,803 29,803
Convertible preferred stock warrant liability 485 — —

Convertible preferred stock 187,136 — —

Total stockholders’ (deficit) equity (197,974) (10,353) 56,397

(1) 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 10,994,280 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.

(2) Data presented on a pro forma as adjusted basis to give further effect to our issuance and sale of 5,000,000 shares of common stock in this offering at an assumed initial public offering price of
$15.00 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 $15.00 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 $4.7 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 $14.0 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 since inception, including net losses of $11.2 million, $16.1 million and $5.5 million for the years ended December 31, 2016
and 2017 and the three months ended March 31, 2018, respectively. As a result of ongoing losses, as of March 31, 2018, we had an accumulated deficit of
$202.4 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
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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 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 March 31, 2018, our sales organization consisted of five independent distributors in five countries, and 126 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 anticipate changes in technology and market demand, as well
as psychiatrist practices to successfully
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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.
While these suppliers have generally met our demand requirements on a timely basis in the past, their
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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, and from $7.5 million for the three months
ended March 31, 2017 to $10.2 million for the three months ended March 31, 2018. 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
March 31, 2018. 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 March 31, 2018, 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 cannot be certain that we or our licensors were the first to file any patent application related to our
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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 or may incorrectly predict whether a third party’s pending patent application will issue with claims of
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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

33



Table of Contents

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;

34



Table of Contents

. 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 as of March 31, 2018, 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

36



Table of Contents

the Internal Revenue Code of 1986, as amended, and corresponding provisions of state law, if a 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 March 31, 2018, 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 reqgulation 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
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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 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.
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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.

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
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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.

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
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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.

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 requlatory 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
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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.

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.
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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 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-kickb