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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.
 

NEURONETICS, INC.
Balance Sheets

(Unaudited; In thousands, except per share data)
 
 

 
June 30,

2020   
December 31,

2019  
Assets         
Current assets:         

Cash and cash equivalents  $ 53,997  $ 75,708 
Accounts receivable, net   6,636   6,569 
Inventory   3,332   2,775 
Current portion of net investments in sales-type leases   1,305   880 
Current portion of prepaid commission expense   851   689 
Prepaid expenses and other current assets   1,091   1,830 

Total current assets   67,212   88,451 
Property and equipment, net   828   1,107 
Operating lease right-of-use assets   3,610   3,796 
Net investments in sales-type leases   2,082   1,730 
Prepaid commission expense   4,340   3,779 
Other assets   1,922   1,305 

Total Assets  $ 79,994  $ 100,168 
Liabilities and Stockholders’ Equity         
Current liabilities:         

Accounts payable  $ 2,324  $ 4,625 
Accrued expenses   5,661   9,031 
Deferred revenue   2,413   2,228 
Current portion of operating lease liabilities   577   559 
Current portion of long-term debt, net   34,373   11,250 

Total current liabilities   45,348   27,693 
Long-term debt, net   -   19,898 
Deferred revenue   1,935   2,106 
Operating lease liabilities   3,271   2,619 

Total Liabilities   50,554   52,316 
Commitments and contingencies (Note 16)         
Stockholders’ Equity:         

Preferred stock, $0.01 par value: 10,000 shares authorized; no shares issued or
   outstanding at June 30, 2020 and December 31, 2019   -   - 
Common stock, $0.01 par value: 200,000 shares authorized; 18,809 and 18,645
   shares issued and outstanding at June 30, 2020 and December 31, 2019,
   respectively   188   186 
Additional paid-in capital   299,717   297,753 
Accumulated deficit   (270,465)   (250,087)

Total Stockholders' Equity   29,440   47,852 
Total Liabilities and Stockholders’ Equity  $ 79,994  $ 100,168

 

 
The accompanying notes are an integral part of these unaudited interim financial statements.  
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NEURONETICS, INC.

Statements of Operations
(Unaudited; In thousands, except per share data)

 
  Three Months Ended   Six Months Ended  
  June 30,   June 30,  
  2020   2019   2020   2019  

Revenues  $ 9,741  $ 16,572  $ 21,217  $ 29,300 
Cost of revenues   2,323   4,171   5,134   6,978 

Gross Profit   7,418   12,401   16,083   22,322 
Operating expenses:                 

Sales and marketing   8,151   11,523   18,874   21,115 
General and administrative   4,010   4,261   9,298   8,860 
Research and development   2,116   3,224   5,137   6,010 

Total operating expenses   14,277   19,008   33,309   35,985 
Loss from Operations   (6,859)   (6,607)   (17,226)   (13,663)

Other (income) expense:                 
Interest expense   986   931   2,509   1,850 
Loss on extinguishment of debt   -   -   924   - 
Other (income) expense, net   (80)   (444)   (281)   (890)

Net Loss  $ (7,765)  $ (7,094)  $ (20,378)  $ (14,623)
Net loss per share of common stock outstanding, basic and diluted  $ (0.41)  $ (0.39)  $ (1.09)   (0.80)
Weighted-average common shares outstanding, basic and diluted   18,747   18,351   18,714   18,189

 

 
The accompanying notes are an integral part of these unaudited interim financial statements.
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NEURONETICS, INC.

Statement of Changes in Stockholders’ Equity
(Unaudited; In thousands)

 

  Common Stock   
Additional

Paid-in   Accumulated   
Total

Stockholders’  
  Shares   Amount   Capital   Deficit   Equity  

Balance at December 31, 2018   17,744  $ 177  $ 291,908  $ (221,043)  $ 71,042 
Share-based awards and options exercises   483   5   1,402   -   1,407 
Share-based compensation expense   -   -   501   -   501 
Net loss   -   -   -   (7,529)   (7,529)

Balance at March 31, 2019   18,227  $ 182  $ 293,811  $ (228,572)  $ 65,421 
Share-based awards and options exercises   218   2   468   -   470 
Share-based compensation expense   -   -   1,022   -   1,022 
Net loss   -   -   -   (7,094)   (7,094)

Balance at June 30, 2019   18,445  $ 184  $ 295,301  $ (235,666)  $ 59,819 
                     
Balance at December 31, 2019   18,645  $ 186  $ 297,753  $ (250,087)  $ 47,852 

Share-based awards and options exercises   81   1   75   -   76 
Share-based compensation expense   -   -   1,196   -   1,196 
Net loss   -   -   -   (12,613)   (12,613)

Balance at March 31, 2020   18,726  $ 187  $ 299,024  $ (262,700)  $ 36,511 
Share-based awards and options exercises   83   1   47   -   48 
Share-based compensation expense   -   -   646   -   646 
Net loss   -   -   -   (7,765)   (7,765)

Balance at June 30, 2020   18,809  $ 188  $ 299,717  $ (270,465)  $ 29,440
 

 
The accompanying notes are an integral part of these unaudited interim financial statements.
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NEURONETICS, INC.

Statements of Cash Flows
(Unaudited; In thousands)

 
  Six Months Ended June 30,  
  2020   2019  

Cash Flows from Operating Activities:         
Net loss  $ (20,378)  $ (14,623)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization   534   457 
Share-based compensation   1,842   1,523 
Non-cash interest expense   944   362 
Cost of rental units purchased by customers   122   77 
Loss on extinguishment of debt   622   - 
Changes in certain assets and liabilities:         

Accounts receivable, net   (66)   (1,216)
Inventory   (557)   (82)
Net investments in sales-type leases   (777)   (640)
Leasehold reimbursement   836   - 
Prepaid commission expense   (723)   (1,579)
Prepaid expenses and other assets   356   941 
Accounts payable   (2,408)   (228)
Accrued expenses   (3,492)   (1,044)
Deferred revenue   14   (366)

Net Cash Used in Operating Activities   (23,131)   (16,418)
Cash Flows from Investing Activities:         

Purchases of property and equipment and capitalized software   (484)   (398)
Net Cash Used in Investing Activities   (484)   (398)

Cash Flows from Financing Activities:         
Proceeds from issuance of long-term debt   41,360   - 
Repayment of long-term debt   (38,860)   - 
Payments of debt issuance costs   (721)   - 
Proceeds from exercises of stock options   124   1,877 

Net Cash Provided by Financing Activities   1,903   1,877 
Net Decrease in Cash and Cash Equivalents   (21,711)   (14,939)
Cash and Cash Equivalents, Beginning of Period   75,708   104,583 
Cash and Cash Equivalents, End of Period  $ 53,997  $ 89,644 

Supplemental disclosure of cash flow information:         
Cash paid for interest  $ 2,227  $ 1,494 
Transfer of inventory to property and equipment  $ -  $ 37 

Supplemental disclosure of non-cash investing and financing activities:         
Purchases of property and equipment and capitalized
   software in accounts payable and accrued expenses  $ -  $ 13

 

 
The accompanying notes are an integral part of these unaudited interim financial statements.
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)  
 
1. DESCRIPTION OF BUSINESS
Neuronetics, Inc., or the Company, is a commercial stage medical technology company focused on designing, developing and marketing products that
improve the quality of life for patients who suffer from psychiatric disorders. The Company’s first commercial product, the NeuroStar Advanced Therapy
System, is a non-invasive and non-systemic office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength
magnetic field that induces electrical currents designed to stimulate specific areas of the brain associated with mood. The system was cleared in 2008 by the
United States Food and Drug Administration, or the FDA, to treat adult patients with major depressive disorder, or MDD, who have failed to achieve
satisfactory improvement from prior antidepressant medication in the current episode. NeuroStar Advanced Therapy is also available in other parts of the
world, including Japan, where it is listed under Japan’s national health insurance. The Company intends to continue to pursue development of its NeuroStar
Advanced Therapy System for additional indications.

COVID-19
The Company is monitoring the impact of the COVID-19 pandemic on all aspects of its business and geographies, including how it will impact the
Company’s customers, supply chain, employees and other business partners. While the Company began to experience significant disruptions in March
2020 through the end of June 2020, from the COVID-19 pandemic, it is unable to predict the full impact that the COVID-19 pandemic may have on its
financial condition, results of operations and cash flows due to numerous uncertainties. These uncertainties include the scope, severity and duration of the
pandemic, the actions taken to contain the pandemic or mitigate its impact and the direct and indirect economic effects of the pandemic and containment
measures, among others. The outbreak of COVID-19 in many countries, including the United States, has significantly adversely impacted global economic
activity and has contributed to significant volatility and negative pressure in financial markets.

The Company applied for and received a $6.4 million loan in April 2020 under the Paycheck Protection Program (the “PPP”) established by the
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) on March 27, 2020.  Due to questions concerning the eligibility of public companies
similarly situated to the Company, on May 7, 2020, the Company repaid the loan in full, including interest accrued to date.

Liquidity

As of June 30, 2020, the Company had cash and cash equivalents of $54.0 million and an accumulated deficit of $270.5 million. The Company incurred
negative cash flows from operating activities of $30.5 million for the year ended December 31, 2019 and $23.1 million for the six months ended June 30,
2020. The Company has incurred operating losses since its inception, and management anticipates that its operating losses will continue in the near term as
the Company continues to invest in sales, marketing and product development activities. The Company’s primary sources of capital to date have been
proceeds from its IPO, private placements of its convertible preferred securities, borrowings under its credit facilities and revenues from sales of its
products. As of June 30, 2020, the Company had $35.0 million of borrowings outstanding under its credit facility, which has a final maturity in February
2025. As discussed in Note 12, the outstanding balance under the credit facility is classified as a current liability as of June 30, 2020. Management believes
that the Company’s cash and cash equivalents and anticipated revenues from sales of its products are sufficient to fund the Company’s operations
(including the potential repayment of the credit facility if a waiver or amendment is not obtained) for at least 12 months from the issuance of these financial
statements.  

2. BASIS OF PRESENTATION
The accompanying financial statements have been prepared in accordance with United States generally accepted accounting principles, or GAAP. Any
reference in these notes to applicable guidance is meant to refer to GAAP as found in the Accounting Standards Codification, or ASC, and Accounting
Standards Updates, or ASUs, promulgated by the Financial Accounting Standards Board, or FASB.

Interim Financial Statements
The accompanying unaudited interim financial statements have been prepared from the books and records of the Company in accordance with GAAP for
interim financial information and Rule 10-01 of Regulation S-X promulgated by the United States Securities and Exchange Commission, or SEC, which
permit reduced disclosures for interim periods. All adjustments, consisting only of normal recurring adjustments, necessary for a fair presentation of the
accompanying balance sheets and statements of operations and stockholders’ deficit and cash flows have been made. Although these interim financial
statements do not include all of the information and footnotes required for complete annual financial statements, management believes the disclosures are
adequate to make the information presented not misleading. Unaudited interim results of operations and cash flows for the three and six months ended
June 30, 2020 are not necessarily indicative of the results that may be expected for the full year. Unaudited interim financial statements and footnotes
should be read in conjunction with the audited financial statements and footnotes included in the Company’s Form 10-K filed with the SEC on March 3,
2020, wherein a more complete discussion of significant accounting policies and certain other information can be found.

7



NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 

Use of Estimates
The preparation of financial statements in accordance with GAAP and the rules and regulations of the SEC requires the use of estimates and assumptions,
based on judgments considered reasonable, which affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. The Company bases its estimates and
assumptions on historical experience, known trends and events and various other factors that management believes to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from
other sources. Although management believes its estimates and assumptions are reasonable when made, they are based upon information available at the
time they are made. Management evaluates the estimates and assumptions on an ongoing basis and, if necessary, makes adjustments. Due to the risks and
uncertainties involved in the Company’s business and evolving market conditions and given the subjective element of the estimates and assumptions made,
actual results may differ from estimated results.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The Company’s complete summary of significant accounting policies can be found in “Note 3. Summary of Significant Accounting Policies” in the audited
financial statements included in the Company’s Form 10-K filed with the SEC on March 3, 2020.

4. RECENT ACCOUNTING PRONOUNCEMENTS
 

New Accounting Standards Recently Adopted by the Company

In August 2018, the FASB issued ASU 2018-15, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement that is a Service Contract (“ASU 2018-15”), which aligns the requirements for
capitalizing implementation costs incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation costs
incurred to develop or obtain internal-use software (and hosting arrangements that include an internal use software license).

ASU 2018-15 is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal years. The amendments in ASU 2018-
15 should be applied either retrospectively or prospectively to all implementation costs incurred after the date of adoption. The Company adopted this
standard on a prospective basis, effective January 1, 2020.
 
New Accounting Standards Not Yet Adopted by the Company
In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments
(“Topic 326”). This ASU provides guidance for recognizing credit losses on financial instruments based on an estimate of current expected credit losses
model. The FASB subsequently issued ASU 2019-04, to clarify and address certain items related to the amendments in Topic 326.

ASU 2019-05, Financial Instruments - Credit Losses (Topic 326): Targeted Transition Relief, was issued to provide entities that have certain instruments
within the scope of ASC 326 with an option to irrevocably elect the fair value option under ASC 825-10, Financial Instruments - Overall, applied on an
instrument-by-instrument basis for eligible instruments.

These ASUs are effective for fiscal years beginning after December 15, 2022 for entities that are eligible to be defined by the SEC as a smaller reporting
company. The Company is a smaller reporting company.
 
5. FAIR VALUE MEASUREMENT AND FINANCIAL INSTRUMENTS
The carrying values of cash equivalents, accounts receivable, prepaids and other current assets, and accounts payable on the Company’s balance sheets
approximated their fair values as of June 30, 2020 and December 31, 2019 due to their short-term nature. The carrying values of the Company’s credit
facility approximated its fair value as of June 30, 2020 and December 31, 2019 due to its variable interest rate.
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 

Certain of the Company’s financial instruments are measured at fair value using a three-level hierarchy that prioritizes the inputs used to measure fair value.
This hierarchy maximizes the use of observable inputs and minimizes the use of unobservable inputs. The three levels of inputs used to measure fair value
are as follows:
 
Level 1: Inputs are quoted prices for identical instruments in active markets.
  

Level 2: Inputs are quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not
active; or model-derived valuations whose inputs are observable or whose significant value drivers are observable.

  

Level 3: Inputs are unobservable and reflect the Company’s own assumptions, based on the best information available, including the Company’s own
data.

 
The following tables set forth the carrying amounts and fair values of the Company’s financial instruments as of June 30, 2020 and December 31, 2019 (in
thousands):
 

  June 30, 2020  
          Fair Value Measurement Based on  

  
Carrying
Amount   Fair Value   

Quoted
Prices In

Active
Markets
(Level 1)   

Significant
other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)  

Assets                     
Money market funds (cash equivalents)  $ 51,362  $ 51,362  $ 51,362  $ -  $ -

 

 
  December 31, 2019  
          Fair Value Measurement Based on  

  
Carrying
Amount   Fair Value   

Quoted
Prices In

Active
Markets
(Level 1)   

Significant
other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)  

Assets                     
Money market funds (cash equivalents)  $ 67,650  $ 67,650  $ 67,650  $ -  $ -

 

 
6. ACCOUNTS RECEIVABLE
The following table presents the composition of accounts receivable, net as of June 30, 2020 and December 31, 2019 (in thousands):
 

  
June 30,

2020   
December 31,

2019  
Gross accounts receivable - trade  $ 7,990  $ 7,117 
Less: Allowances for doubtful accounts   (1,354)   (548)

Accounts receivable, net  $ 6,636  $ 6,569
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 
7. PROPERTY AND EQUIPMENT AND CAPITALIZED SOFTWARE
The following table presents the composition of property and equipment, net as of June 30, 2020 and December 31, 2019 (in thousands):
 

  
June 30,

2020   
December 31,

2019  
Laboratory equipment  $ 150  $ 150 
Office equipment   487   487 
Computer equipment and software   1,255   1,218 
Manufacturing equipment   273   273 
Leasehold improvements   423   423 
Rental equipment   519   763 

Property and equipment, gross   3,107   3,314 
Less: Accumulated depreciation   (2,279)   (2,207)

Property and equipment, net  $ 828  $ 1,107
 

 
As of June 30, 2020 and December 31, 2019, the Company had capitalized software costs, net of $1.3 million and $1.2 million, respectively, which are
included in “Other assets” on the balance sheet.
 
Depreciation and amortization expense was $0.2 million and $0.3 million for the three months ended June 30, 2020 and 2019, respectively and $0.5 million
and $0.5 million for the six months ended June 30, 2020 and 2019, respectively .

8. LEASES
Lessee:

The Company has operating leases for its corporate headquarters and office equipment, including copiers. The Company leases approximately 42,000
square foot facility in Malvern, Pennsylvania for its corporate headquarters, which includes office and warehouse space. The Company does not currently
have any finance leases or executed leases that have not yet commenced.

Operating lease rent expense was $0.2 million and $0.3 million for the three and six months ended June 30, 2020 and 2019, respectively. As of June 30,
2020 the weighted-average remaining lease term of operating leases was 7.6 years and the weighted-average discount rate was 6.5%.

In the first quarter of 2020, the Company received a reimbursement of $0.8 million for leasehold expenses previously incurred in connection with the lease
agreement for its Malvern facility. The reimbursement was recorded as an offset to the non-current lease liability that was established when the lease
agreement was executed.

The following table presents the supplemental cash flow information as a lessee related to leases (in thousands):
 

  Six Months Ended  
  June 30, 2020   June 30, 2019  

Cash paid for amounts included in the measurement of lease
   liabilities:         

Operating cash flows from operating leases  $ 394  $ 175 
Right-of-use assets obtained in exchange for lease obligations:         

Operating leases  $ -  $ 4,164
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 
The following table sets forth by year the required future payments of operating lease liabilities (in thousands):
 

  June 30, 2020  
Remainder of 2020  $ 297 
2021   616 
2022   641 
2023   637 
2024   646 
Thereafter   2,147 

Total lease payments   4,984 
Less imputed interest   (1,136)

Present value of operating lease liabilities  $ 3,848
 

 
Lessor sales-type leases:
 

Certain customers have purchased NeuroStar Advanced Therapy Systems on a rent-to-own basis. The lease term is three years with a customer option to
purchase the NeuroStar Advanced Therapy System at the end of the lease or automatic transfer of ownership of the NeuroStar Advanced Therapy System
at the end of the lease.
 
The following table sets forth the profit recognized on sales-type leases (in thousands):
 
  Three Months Ended June 30,   Six Months Ended June 30,  
  2020   2019   2020   2019  
Profit recognized at commencement, net  $ 474  $ 118  $ 726  $ 262 
Interest income   -   -   -   - 

Total sales-type lease income  $ 474  $ 118  $ 726  $ 262
 

 
The following table sets forth a maturity analysis of the undiscounted lease receivables related to sales-type leases (in thousands):
 

  
June 30,

2020  
Remainder of 2020  $ 653 
2021   1,347 
2022   1,143 
2023   244 

Total sales-type lease receivables  $ 3,387
 

 
As of June 30, 2020, the carrying amount of the lease receivables is $3.4 million. The Company does not have any unguaranteed residual assets.
 
Lessor operating leases:
 

NeuroStar Advanced Therapy Systems sold on a rent-to-own basis prior to January 1, 2019 are accounted for as operating leases. For the three months
ended June 30, 2020 and 2019, the Company recognized operating lease income of $0.1 million in each period. For the six months ended June 30, 2020 and
June 30, 2019, the Company recognized operating lease income of $0.2 million and $0.3 million, respectively.
 
The following table sets forth a maturity analysis of its undiscounted lease receivables related to operating leases:
 

  
June 30,

2020  
Remainder of 2020  $ 280 
2021   150 

Total lease receivables  $ 430
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 
The Company maintained Rental Equipment, net of $0.3 million and $0.5 million, as of June 30, 2020 and December 31, 2019, respectively, which are
included in “Property and equipment, net” on the balance sheet. Rental equipment depreciation expense was $0.02 million and $0.05 million for the three
months ended June 30, 2020 and 2019, respectively and $0.05 million and $0.1 million for the six months ended June 30, 2020 and 2019 .

9. PREPAID COMMISSION EXPENSE
 

The Company pays a commission on both System sales and Treatment Session sales. Since the commission paid for System sales is not commensurate with
the commission paid for Treatment Sessions, the Company capitalizes commission expense associated with System sales commissions paid that is
incremental to specifically anticipated future Treatment Session orders. In developing this estimate, the Company considered its historical Treatment
Session sales and customer retention rates, as well as technology development life cycles and other industry factors. These costs are periodically reviewed
for impairment.
 
NeuroStar Advanced Therapy System commissions are deferred and amortized on a straight-line basis over a seven year period equal to the average
customer term, which the Company deems to be the expected period of benefit for these costs.
 
On the Company's balance sheets, the current portion of capitalized contract costs is represented by the current portion of prepaid commission expense,
while the long-term portion is included in prepaid commission expense. Amortization expense was $0.2 million and $0.04 million for the three months
ended June 30, 2020 and 2019, respectively, and $0.4 million and $0.1 million for the six months ended June 30, 2020 and 2019, respectively.
 
10. ACCRUED EXPENSES
The following table presents the composition of accrued expenses as of June 30, 2020 and December 31, 2019 (in thousands):
 

  
June 30,

2020   
December 31,

2019  
Compensation and related benefits  $ 3,288  $ 5,724 
Consulting and professional fees   557   373 
Research and development expenses   368   674 
Sales and marketing expenses   113   127 
Warranty   559   639 
Sales and other taxes payable   432   700 
Interest payable   -   234 
Other   344   560 

Accrued expenses  $ 5,661  $ 9,031
 

 
 

11. DEFERRED REVENUE
Payment terms typically require payment upon shipment or installation of the System and additional payments as access codes for Treatment Sessions are
delivered, which can span several years after the System is first delivered and installed. The timing of revenue recognition compared to billings and cash
collections typically results in accounts receivable. However, sometimes customer advances and deposits might be required for certain customers and are
recorded as deferred revenue. For multi-year agreements, the Company generally invoices customers annually at the beginning of each annual coverage
period and recognizes revenue over the term of the coverage period.
 
As of June 30, 2020, the Company expects to recognize approximately the following percentages of deferred revenue by year:
 

Year:  
Revenue

Recognition  
Remainder of 2020   42%
2021   17%
2022   12%
2023   13%
2024   13%
Thereafter   3%

Total   100%
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NEURONETICS, INC.
Notes to Interim Financial Statements

(Unaudited)
 
Revenue recognized for the three and six months ended June 30, 2020 that was included in the contract liability balance at the beginning of the year was
$0.4 million and $1.3 million respectively, and primarily represented revenue earned from separately priced extended warranties, rent-to-own revenue,
milestone revenue, and clinical training.

Customers
For the three and six months ended June 30, 2020 one customer accounted for more than 10% of the Company’s revenues. No customer accounted for more
than 10% of the Company’s revenues for the same periods in 2019.
 
12. DEBT
The following table presents the composition of debt as of June 30, 2020 and December 31, 2019 (in thousands):
 

  
June 30,

2020   
December 31,

2019  
Outstanding principal  $ 35,000  $ 30,000 
Accrued final payment fees   1,925   1,838 
Less debt discounts   (2,552)   (690)

Total debt, net   34,373   31,148 
Less current portion   (34,373)   (11,250)
Long-term debt, net  $ -  $ 19,898

 

 
For the three months ended June 30, 2020, the Company recognized interest expense of $1.0 million, of which $0.8 million was cash and $0.2 million was
non-cash interest expense related to the amortization of deferred debt issuance costs and accrual of final payment fees. For the three months ended June 30,
2019, the Company recognized interest expense of $0.9 million, of which $0.7 million was cash paid for interest during the period and $0.2 million was
non-cash interest expense related to the amortization of deferred debt issuance costs and accrual of final payment fees.
 
For the six months ended June 30, 2020, the Company recognized interest expense of $2.5 million, of which $2.2 million was cash and $0.3 million was
non-cash interest expense related to the amortization of deferred debt issuance costs and accrual of final payment fees. For the six months ended June 30,
2019, the Company recognized interest expense of $1.9 million, of which $1.5 million was cash paid for interest during the period and $0.4 million was
non-cash interest expense related to the amortization of deferred debt issuance costs and accrual of final payment fees.
 
Solar Credit Facility

On March 2, 2020, the “Company entered into a loan and security agreement with Solar Capital Ltd., or Solar, as collateral agent, and other lenders defined
in the agreement, for a credit facility, or the Solar Facility, that replaced the Company’s previous $35.0 million credit facility with Oxford Finance LLC, or
Oxford, and such facility, the Oxford Facility.

The Solar Facility permits the Company to borrow up to an aggregate amount of $50.0 million in two tranches of term loans, a “Term A Loan” and “Term
B Loan.” On March 2, 2020, the Company borrowed an aggregate amount of $35.0 million, which was the aggregate amount available under the Term A
Loan portion of the Solar Facility. The Term A Loan portion of the Solar Facility matures, and all amounts borrowed thereunder are due, on February 28,
2025. Under the Term B Loan portion of the Solar Facility, the Company is permitted to borrow, at its election, up to an aggregate amount of $15.0 million,
(i) upon the Company achieving a specified amount of trailing twelve months net product revenue, and (ii) assuming there has been no event of default
under the Solar Facility prior to such election. Once the net product revenue condition has been satisfied, the Company may only make an election to
borrow under the Term B Loan portion of the Solar Facility until the earlier of (a) December 15, 2021, (b) 30 days following achievement of the net
product revenue condition or (c) the occurrence of an event of default.

Each of the Term A Loan and Term B Loan accrue interest from the date of borrowing through the date of repayment at a floating per annum rate of
interest, which resets monthly and is equal to 7.65% plus the greater of (a) 1.66% or (b) the rate per annum rate published by the Intercontinental Exchange
Benchmark Administration Ltd. The Term A Loan and the Term B Loan both include an interest-only period through March 1, 2022, after which time the
Company will be required to make monthly payments of principal and interest. Monthly principal payments are to be paid in equal amounts on a pro rata
basis to lenders. At the Company’s election, the interest only period may be extended through February 2023 if the Company satisfies a minimum net
product revenue covenant through March 1, 2022 and no event of default shall have occurred.
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In addition to the principal and interest payments due under the Solar Facility, the Company is required to pay a final payment fee to Solar due upon the
earlier of prepayment, acceleration or the maturity date of the Term A Loan or Term B Loan portion of the Solar Facility equal to 5.50% of the principal
amount of the term loans actually funded. The Company is accruing the final payment fees using the effective interest rate, with a charge to non-cash
interest expense, over the term of borrowing. If the Company prepays either the of the Term A Loan or Term B Loan prior to their respective scheduled
maturities, the Company will also be required to pay prepayment fees to Solar equal to 3% of the principal amount of such term loan then-prepaid if
prepaid on or before the first anniversary of funding, 2% of the principal amount of such term loan then-prepaid if prepaid after the first anniversary and on
or before the second anniversary of funding, or 1% of the principal amount of such term loan then-prepaid if prepaid after the second anniversary of
funding of the principal amounts borrowed.

The Company is also required to pay Solar an exit fee upon the occurrence, prior to March 2, 2030, of (a) any liquidation, dissolution or winding up of the
Company, (b) transaction that results in a person obtaining control over the Company, (c) the Company achieving $100 million in trailing twelve month net
product revenue or (d) the Company achieving $125 million in trailing twelve month net product revenue. The exit fee for liquidation, dissolution, winding
up or change of control of the Company is equal to 4.50% of the principal amount of the term loans actually funded. The exit fee for achieving either
$100 million or $125 million in trailing twelve-month net product revenue is equal to 2.25% of the principal amount of the term loans actually funded or, if
both net product revenue milestones are achieved, 4.50% of the principal amount of the term loans actually funded. The exit fee is capped at 4.50% of the
principal amount of the term loans actually funded.

The Company’s obligations under the Solar Facility are secured by a first priority security interest in substantially all of its assets, including its intellectual
property. The loan and security agreement requires the Company to comply with certain financial covenants as well as customary affirmative and negative
covenants.

The Solar Facility contains events of default, including, without limitation, events of default upon: (i) failure to make payment pursuant to the terms of the
agreement; (ii) violation of covenants; (iii) material adverse changes to the Company’s business; (iv) attachment or levy on the Company’s assets or
judicial restraint on its business; (v) insolvency; (vi) material cross-defaults; (vii) significant judgments, orders or decrees for payments by the Company
not covered by insurance; (viii) incorrectness of representations and warranties; (ix) incurrence of subordinated debt; (x) a termination or breach of a
guaranty; (xi) revocation of governmental approvals necessary for the Company to conduct its business; and (xii) failure by the Company to maintain a
valid and perfected lien on the collateral securing the borrowing.

As of June 30, 2020, the Company is in compliance with all covenants in the Solar Facility.

The Solar Facility includes a financial covenant requiring the attainment of a minimum trailing net revenue amount beginning on December 31, 2020.
Based upon the Company’s projected revenues for the rest of 2020, the Company believes that it is probable that this minimum revenue covenant will not
be achieved.  The Company is in discussions with the lenders for a potential covenant waiver or amendment, however, no formal agreement has been
executed.  The Solar Facility also includes subjective acceleration clauses which permit the lenders to accelerate the maturity date under certain
circumstances, including, but not limited to, material adverse effects on a Company’s financial status or otherwise.  In accordance with FASB ASC 470
because the Solar Facility contains subjective acceleration clauses and the assessment that it is probable that the revenue covenant will not be met as of
December 31, 2020, the outstanding principal under the Solar Facility is classified as a current liability in the accompanying balance sheet as of June 30,
2020.
 
Oxford Credit Facility
 

Prior to March 2020, the Company had a $35.0 million credit facility in place with Oxford, which it entered into in March 2017 and that allowed it to
borrow up to $35.0 million in three tranches of term loans: a Term A Loan in the amount of $25 million, which was drawn immediately upon closing in
March 2017, a Term B Loan in the amount of $5.0 million, which was drawn down in December 2017, and a Term C Loan in the amount of $5.0 million
which was never drawn down. Each term loan accrued interest from the date of borrowing through the date of repayment at a floating per annum rate of
interest, which reset monthly and was equal to the greater of (a) 8.15% or (b) the 30 day U.S. LIBOR on the last business day of the month plus 7.38%.
This facility featured an interest-only period on all tranches through March 2019.
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In addition to principal and interest payments due under the $35.0 million Oxford credit facility, the Company was required to make final payment fees to
Oxford upon the earlier of prepayment or maturity and equal to 8.5% and 7.5% of the principal amounts of the Term A and Term B Loans, respectively.
The Company accrued final payment fees using the effective interest rate, with a charge to non-cash interest expense, over the term of borrowing and until
its entry into the Solar credit facility in March 2020, at which time the Company paid Oxford $2.5 million in satisfaction of all final payment fee liabilities
due under the Oxford credit facility.
 
The Company evaluated whether the Solar Facility entered into in March 2020 represented a debt modification or extinguishment in accordance with ASC
470-50, Debt—Modifications and Extinguishments and determined that the existing debt was extinguished as a result of the full repayment of the existing
facility and concurrent issuance of a new credit facility with a new lender. The unamortized balance of the Company’s combined debt discount and deferred
issuance costs of $0.6 million related to the Oxford facility were accounted for as a loss on extinguishment of debt.
 
13. COMMON STOCK

Common Stock  
The following table summarizes the total number of shares of the Company’s common stock issued and reserved for issuance as of June 30, 2020 and
December 31, 2019 (in thousands):
 

  June 30, 2020   December 31, 2019  
Shares of common stock issued   18,809   18,645 
Shares of common stock reserved for issuance for:         

Common stock warrants outstanding   105   105 
Stock options outstanding   1,865   2,415 
Restricted stock units outstanding   1,289   245 
Shares available for grant under stock incentive plan   1,295   1,215 
Shares available for sale under employee stock purchase plan   608   421 

Total shares of common stock issued and
   reserved for issuance   23,971   23,046

 

 
Common Stock Warrants

The following table summarizes the Company’s outstanding common stock warrants as of June 30, 2020 and December 31, 2019:
 

Warrants
Outstanding

(in thousands)   
Exercise

Price   
Expiration

Date
 14  $ 19.55  Dec-2022
 30  $ 9.73  Feb-2021
 20  $ 9.73  Aug-2023
 20  $ 9.73  Mar-2024
 21  $ 9.73  Dec-2024
 105       

 
14. LOSS PER SHARE
The Company’s basic loss per common share is computed by dividing the net loss by the weighted-average number of shares of common stock outstanding
during the period. The Company’s restricted stock awards (non-vested shares) are issued and outstanding at the time of grant but are excluded from the
Company’s computation of weighted-average shares outstanding in the determination of basic loss per share until vesting occurs.

A net loss cannot be diluted, so when the Company is in a net loss position, basic and diluted loss per common share are the same. If in the future the
Company achieves profitability, the denominator of a diluted earnings per common share calculation will include both the weighted-average number of
shares outstanding and the number of common stock equivalents, if the inclusion of such common stock equivalents would be dilutive. Dilutive common
stock equivalents potentially include warrants, stock options and non-vested restricted stock awards and units using the treasury stock method, along with
the effect, if any, from the potential conversion of outstanding securities, such as convertible preferred stock.
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The following potentially dilutive securities outstanding as of June 30, 2020 and 2019 have been excluded from the denominator of the diluted loss per
share of common stock outstanding calculation (in thousands):
 

  June 30,  
  2020   2019  
Stock options   1,865   2,507 
Non-vested restricted stock awards   -   - 
Non-vested restricted stock units   1,289   184 
Common stock warrants   105   105

 

 
15. SHARE-BASED COMPENSATION
The amount of share-based compensation expense recognized by the Company by location in its statements of operations for the three and six months
ended June 30, 2020 and 2019 is as follows (in thousands):
 
  Three Months Ended June 30,   Six Months Ended June 30,  
  2020   2019   2020   2019  
Cost of revenues  $ 15  $ 19  $ 31  $ 29 
Sales and marketing   236   404   666   608 
General and administrative   261   479   868   697 
Research and development   134   120   277   189 

Total  $ 646  $ 1,022  $ 1,842  $ 1,523
 

2018 Equity Incentive Plan
In June 2018, the Company adopted the 2018 Equity Incentive Plan, or 2018 Plan, which authorized the issuance of up to 1.4 million shares, subject to an
annual 4% increase based on the number of shares of common stock outstanding, in the form of restricted stock, stock appreciation rights and stock options
to the Company’s directors, employees and consultants. The amount and terms of grants are determined by the Company’s board of directors. All stock
options granted to date have had exercise prices equal to the fair value, as determined by the closing price as reported by the Nasdaq Global Market, of the
underlying common stock on the date of grant. The contractual term of stock options is up to 10 years, and stock options are exercisable in cash or as
otherwise determined by the board of directors. Generally, stock options vest 25% upon the first anniversary of the date of grant and the remainder ratably
monthly thereafter for 36 months. Restricted stock awards and restricted stock units vest ratably in three equal installments on the first, second and third
anniversaries of the grant date. As of June 30, 2020, there were 1.3 million shares available for future issuance under the 2018 Plan.   

Stock Options

The following table summarizes the Company’s stock option activity for the six months ended June 30, 2020:
 

  

Number of
Shares under

Option
(in thousands)   

Weighted-
average

Exercise Price
per Option   

Weighted-
average

Remaining
Contractual

Life (in years)   

Aggregate
Intrinsic

Value
(in thousands)  

Outstanding at December 31, 2019   2,415  $ 7.11         
Granted   28  $ 2.94         
Exercised   (98)  $ 1.28         
Forfeited   (480)  $ 11.16         

Outstanding at June 30, 2020   1,865  $ 6.31   5.2  $ 527 
Exercisable at June 30, 2020   1,312  $ 4.63   3.8  $ 527 
Vested and expected to vest at June 30, 2020   1,865  $ 6.31   5.2  $ 527
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The Company recognized share-based compensation expense related to stock options of $0.3 million and $0.7 million for the three months ended June 30,
2020 and 2019, respectively and $0.8 million and $1.0 million for the six months ended June 30, 2020 and June 30, 2019. As of June 30, 2020, there was
$2.8 million of total unrecognized compensation cost related to non-vested stock options which the Company expects to recognize over a weighted-average
period of 2.6 years. The weighted-average grant-date fair value of stock options granted during the six months ended June 30, 2020 was estimated at $1.52
per option. The total intrinsic value of stock options exercised during the six months ended June 30, 2020 was $0.2 million.

For the six months ended June 30, 2020, the grant-date fair value of stock options was estimated at the time of grant using the following weighted-average
inputs and assumptions in the Black-Scholes option pricing model:
 

Estimated fair value of common stock  $ 2.94 
Exercise price  $ 2.94 
Expected term (in years)   6.1 
Risk-free interest rate   1%
Expected volatility   55%
Dividend yield   0%

 
Restricted Stock Awards and Restricted Stock Units
The following table summarizes the Company’s restricted stock award and restricted stock unit activity for the six months ended June 30, 2020:
 

  

Non-vested
Restricted

Stock Units
(in thousands)   

Weighted-
average

Grant-date
Fair Value  

Non-vested at December 31, 2019   245  $ 15.23 
Granted   1,504  $ 3.40 
Vested   (66)  $ 15.26 
Forfeited   (394)  $ 5.34 

Non-vested at June 30, 2020   1,289  $ 4.45
 

 
The Company recognized $0.4 million and $0.3 million in share-based compensation expense related to restricted stock awards and restricted stock units
for the three months ended June 30, 2020 and 2019, respectively and $1.0 million and $0.5 million for the six months ended June 30, 2020 and 2019. As of
June 30, 2020, there was $4.8 million of unrecognized compensation cost related to non-vested restricted stock awards and restricted stock units, which the
Company expects to recognize over a weighted-average period of 2.3 years. The total fair value at the vesting date of restricted stock awards and restricted
stock units vested during the six months ended June 30, 2020 was $0.2 million.
 
16. COMMITMENTS AND CONTINGENCIES
Executive Employment Agreements

The Company has entered into an employment agreement and offer letters with certain key executives, providing for compensation and severance in certain
circumstances, as defined in the agreements. In connection with the separation agreement with our former chief executive officer, the Company recorded
$0.0 million and $1.1 million in general administrative expense during thethree and six months ended June 30, 2020

Legal Matters
The Company is subject from time to time to various claims and legal actions arising during the ordinary course of its business. Management believes that
there are currently no claims or legal actions that would reasonably be expected to have a material adverse effect on the Company’s results of operations,
financial condition, or cash flows.
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17. GEOGRAPHICAL SEGMENT INFORMATION
Operating segments are defined as components of an enterprise about which separate discrete information is available for evaluation by the chief operating
decision maker, or decision-making group, in deciding how to allocate resources and in assessing performance. The Company currently operates in one
business segment as it is managed and operated as one business. A single management team that reports to the chief operating decision maker
comprehensively manages the entire business. The Company does not operate any material separate lines of business or separate business entities with
respect to its products or product development.

The following geographic data includes revenue generated from the Company’s third-party distributors. The Company’s revenue was generated in the
following geographic regions and by product line for the periods indicated (in thousands):
 

  Revenues by Geography  
  Three Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
United States  $ 9,267   95%  $ 15,890   96%
International   474   5%   682   4%

Total revenues  $ 9,741   100%  $ 16,572   100%
 

  
U.S. Revenues by Product Category

Three Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Advanced Therapy System  $ 2,338   25%  $ 4,628   29%
Treatment sessions   6,547   71%   10,847   68%
Other   382   4%   415   3%

Total U.S. revenues  $ 9,267   100%  $ 15,890   100%
 

  
International Revenues by Product Category

Three Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Advanced Therapy System  $ 310   66%  $ 465   68%
Treatment sessions   115   24%   114   17%
Other   49   10%   103   15%

Total International revenues  $ 474   100%  $ 682   100%
 
 

  Revenues by Geography  
  Six Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
United States  $ 20,444   96%  $ 28,436   97%
International   773   4%   864   3%

Total revenues  $ 21,217   100%  $ 29,300   100%
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U.S. Revenues by Product Category

Six Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Advanced Therapy System  $ 4,932   24%  $ 7,978   28%
Treatment sessions   14,740   72%   19,625   69%
Other   772   4%   833   3%

Total U.S. revenues  $ 20,444   100%  $ 28,436   100%
 
 
 

  
International Revenues by Product Category

Six Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Advanced Therapy System  $ 410   53%  $ 537   62%
Treatment sessions   192   25%   133   15%
Other   171   22%   194   23%

Total International revenues  $ 773   100%  $ 864   100%
 
 

18. SEVERANCE
On April 8, 2020, the Company took action to reduce expenses through a reduction in force (“RIF”).   As part of this action the Company terminated 95
employees who received separation benefits upon their termination. During the second quarter of 2020, the Company recorded a separation-related charge
for the RIF equal to the fair value of the terminated employees benefits as of the communication date in the amount of $2.1 million. This amount was paid
out during the quarter with the final payoff occurring on June 15, 2020.  

On April 10, 2020 the company entered into a transition agreement outlining the separation with its former chief executive officer.    In connection with this
agreement the company recorded $1.1 million of charges in salary, payroll tax and bonus expenses. During the second quarter, $0.3 million of termination
benefits were paid associated with the termination of the employee and charged against this liability. There was no other changes to the liability. As of June
30, 2020, $0.8 million remain in accrued liabilities for the unpaid portion of the separation benefits.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
The following discussion and analysis of our financial condition and results of operations, as well as other sections in this Quarterly Report on Form 10-Q,
should be read in conjunction with our unaudited interim financial statements and related notes thereto included elsewhere herein. In addition to historical
financial information, some of the information contained in the following discussion and analysis contains forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All statements other than
statements of historical facts, including statements regarding our future results of operations and financial position, business strategy, current and
prospective products, product approvals, research and development costs, current and prospective collaborations, timing and likelihood of success, plans
and objectives of management for future operations and future results of current and anticipated products, are forward-looking statements. These
statements involve known and unknown risks, uncertainties, assumptions and other important factors that may cause our actual results, performance or
achievements to be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements.
These risks and uncertainties include, without limitation, risks and uncertainties related to: the impact of the novel coronavirus, or COVID-19, pandemic
on general political and economic conditions, including as a result of efforts by governmental authorities to mitigate the COVID-19 pandemic, such as
travel bans, shelter in place orders and third-party business closures and the related impact on resource allocations, manufacturing and supply chains and
patient access to commercial products; our ability to execute our business continuity as well as our operational and budget plans in light of the COVID-19
pandemic; our ability to achieve or sustain profitable operations due to our history of losses; our reliance on the sale and usage of our NeuroStar
Advanced Therapy System to generate revenues; the scale and efficacy of our salesforce; availability of coverage and reimbursement from third-party
payors for treatments using our products; physician and patient demand for treatments using our products; developments in respect of competing
technologies and therapies for the indications that our products treat; product defects; our ability to obtain and maintain intellectual property protection
for our technology; developments in clinical trials or regulatory review of NeuroStar Advanced Therapy System for additional indications; and
developments in regulation in the United States and other applicable jurisdictions. For a discussion of these and other related risks, please refer to our
recent SEC filings which are available on the SEC’s website at www.sec.gov. These forward-looking statements are based on our expectations and
assumptions as of the date of this Quarterly Report on Form 10-Q. Except as required by law, we undertake no duty or obligation to update any forward-
looking statements contained in this Quarterly Report on Form 10-Q as a result of new information, future events or changes in our expectations.
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In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “expect,” “plan,” “anticipate,” “could,” “intend,”
“target,” “project,” “contemplates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of these terms or other similar
expressions. The forward-looking statements in this Quarterly Report on Form 10-Q are only predictions. We have based these forward-looking statements
largely on our current expectations and projections about future events and financial trends that we believe may affect our business, financial condition
and results of operations. These forward-looking statements speak only as of the date of this Quarterly Report on Form 10-Q and are subject to a number
of risks, uncertainties and assumptions described in “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in our Annual Report on Form 10-K filed with the SEC, on March 3, 2020. The events and circumstances reflected in our forward-looking
statements may not be achieved or occur and actual results could differ materially from those projected in the forward-looking statements. Moreover, we
operate in an evolving environment. New risk factors and uncertainties may emerge from time to time, and it is not possible for us to predict all risk factors
and uncertainties. Except as required by applicable law, we do not plan to publicly update or revise any forward-looking statements contained herein,
whether as a result of any new information, future events, changed circumstances or otherwise.

Overview
We are a commercial stage medical technology company focused on designing, developing and marketing products that improve the quality of life for
patients who suffer from psychiatric disorders. Our first commercial product, the NeuroStar® Advanced Therapy System, is a non-invasive and non-
systemic office-based treatment that uses transcranial magnetic stimulation, or TMS, to create a pulsed, MRI-strength magnetic field that induces electrical
currents designed to stimulate specific areas of the brain associated with mood. The system is cleared by the United States Food and Drug Administration,
or FDA, to treat adult patients with major depressive disorder, or MDD, that have failed to achieve satisfactory improvement from prior antidepressant
medication in the current MDD episode. NeuroStar Advanced Therapy is also available in other parts of the world, including Japan, where it is listed under
Japan’s national health insurance. NeuroStar Advanced Therapy is safe, clinically effective, reproducible and precise and we believe is supported by the
largest clinical data set of any competing TMS system. We are a market leader in TMS therapy based on our U.S. installed base of 1,122 active NeuroStar
Advanced Therapy Systems in approximately 889 psychiatrist offices as of June 30, 2020 and the estimated 89,368 patients treated with approximately 3.2
million of our treatment sessions through such date. We generated revenues of $9.7 million and $21.2 million for the three and six months ended June 30,
2020.

We designed the NeuroStar Advanced Therapy System as a non-invasive therapeutic alternative to treat patients who suffer from MDD and to address
many of the key limitations of other treatment options. We generate revenues from initial capital sales of our systems, recurring Treatment Sessions and
service and repair and extended warranty contracts. We derive the majority of our revenues from recurring Treatment Sessions. For the three months ended
June 30, 2020, revenues from sales of our Treatment Sessions and NeuroStar Advanced Therapy Systems represented 71% and 25% of our U.S. revenues,
respectively. For the six months ended June 30, 2020, revenues from sales of our Treatment Sessions and NeuroStar Advanced Therapy Systems
represented 72% and 24% of our U.S. revenues, respectively.

We currently sell our NeuroStar Advanced Therapy System and recurring Treatment Sessions in the United States with the collaborative support of our 114
employees as of June 30, 2020. Our sales force primarily targets 20,600 psychiatrists at 5,700 psychiatric practices that we estimate, based on data from
Symphony Health and our own internal estimates, treat approximately 42% of the total MDD patients in the United States who meet our labeled indication
and are insured. Some of our customers have and may purchase more than one NeuroStar Advanced Therapy System. Based on our commercial data, we
believe psychiatrists can recoup their initial capital investment in our system by providing a standard course of treatment to approximately 12 patients. We
believe psychiatrists can generate approximately $7,500 to $10,000 of revenue per patient for a standard course of treatment, which may provide
meaningful incremental income to their practices. We have a diverse customer base of psychiatrists in group psychiatric practices in the United States. For
the three and six months ended June 30, 2020, one customer accounted for more than 10% of our revenues.

We market our products in a few select markets outside the United States through independent distributors. International revenues represented 4% and 3%
of our total revenues for the six months ended June 30, 2020 and June 30, 2019, respectively. In October 2017, we entered into an exclusive distribution
agreement with Teijin Pharma Limited, or Teijin, for the distribution of our NeuroStar Advanced Therapy Systems and Treatment Sessions to customers
who will treat patients with MDD in Japan. We received regulatory approval for our system in Japan in September 2017, and we received the initial
reimbursement of JPY 12,000 per Treatment Session, which went into effect on June 1, 2019. We expect our international revenues to increase over time as
a percentage of our total revenues as we grow system placements and utilization in Japan.
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Our research and development efforts are focused on the following: hardware and software product developments and enhancements of our NeuroStar
Advanced Therapy System and clinical development relating to additional indications, which may include bipolar depression and post-traumatic stress
disorder. We outsource the manufacture of components of our NeuroStar Advanced Therapy Systems that are produced to our specifications, and individual
components are either shipped directly from our third-party contract manufacturers to our customers or consolidated into pallets at our Malvern,
Pennsylvania facility prior to shipment. Final installation of these systems occurs at the customer site.

Our total revenues decreased by $6.8 million, or 41%, from $16.6 million for the three months ended June 30, 2019 to $9.7 million for the three months
ended June 30, 2020 and by $8.1 million , or 28%, from $29.3 million for six months ended June 30, 2019 to $21.2 million for the six months ended June
30, 2020. For the three and six months ended June 30, 2020, our U.S. revenues were $9.3 million and $20.4 million compared to $15.9 million and $28.4
million for the three and six months ended June 30, 2019 , which represents a decrease of 42% and 28% period over period. We believe the decline was
primarily attributable to the impact of the COVID-19 pandemic and related governmental responses. We incurred net losses of $7.8 million and $20.4
million for the three and six months ended June 30, 2020 compared to net losses of $7.1 million and $14.6 million for the three and six months ended
June 30, 2019. We expect to continue to incur losses for the next several years as we invest in our commercial organization to support our planned sales
growth and while continuing to invest in our pipeline indications. As of June 30, 2020, we had an accumulated deficit of $270.5 million.

COVID-19
We are closely monitoring the impact of the COVID-19 pandemic on all aspects of our business and geographies, including how it will impact the
Company’s customers, supply chain, employees and other business partners. While we began to experience significant disruptions in March 2020 through
the end of June 2020 from the COVID-19 pandemic, we are unable to predict the impact that the COVID-19 pandemic may have on our financial
condition, results of operations and cash flows due to numerous uncertainties. These uncertainties include the scope, severity and duration of the pandemic,
the actions taken to contain the pandemic or mitigate its impact and the direct and indirect economic effects of the pandemic and containment measures,
among others. The outbreak of COVID-19 in many countries, including the United States, has significantly adversely impacted global economic activity
and has contributed to significant volatility and negative pressure in financial markets. The global impact of the outbreak has been rapidly evolving and, as
cases of COVID-19 have continued to be identified in additional countries, many countries, including the United States, have reacted by instituting
quarantines, mandating business and school closures and restricting travel. Certain states and cities, including where our principal place of business is
located, have also reacted by instituting quarantines, restrictions on travel, “shelter in place” rules, restrictions on types of business that may continue to
operate, and/or restrictions on the types of construction projects that may continue. The Company cannot predict if additional states and cities will
implement similar restrictions or when restrictions currently in place will expire. As a result, the COVID-19 pandemic is negatively impacting almost every
industry directly or indirectly, including industries in which the Company operates. Further, the impacts of a potential worsening of global economic
conditions and the continued disruptions to, and volatility in, the credit and financial markets, consumer spending as well as other unanticipated
consequences remain unknown.

On April 8, 2020, the Company adopted a plan to reduce operating expenses in connection with the COVID-19 pandemic and the resulting economic
downturn (the “Plan”). The Plan included a reduction in force across all functions within the Company (the “RIF”). The Company paid and recorded
separation-related charges for the RIF equal to $2.1 million. The Company estimates that the Plan will produce net savings of approximately $18 million
through December 31, 2020. Following the second quarter RIF, the Company’s workforce totaled 114 employees as of June 30, 2020.

The situation surrounding the COVID-19 pandemic remains fluid, and we are actively managing our response in collaboration with business partners and
assessing potential impacts to our financial position and operating results, as well as potential adverse developments in our business. For further
information regarding the impact of COVID-19 on the Company, see Part II, Item 1A titled “Risk Factors” of our Quarterly Report on Form 10-Q for the
period ended March 31, 2020.

Components of Our Results of Operations

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

NeuroStar Advanced Therapy System Revenues.    NeuroStar Advanced Therapy System revenues consist primarily of sales or rentals of a capital
component, including upgrades to the equipment attributable to the initial sale of the system. NeuroStar Advanced Therapy Systems can be purchased
outright or on a rent-to-own basis by certain customers. We had an installed base of 1,122 and 976 active NeuroStar Advanced Therapy Systems as of
June 30, 2020 and 2019, respectively.
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Treatment Session Revenues.    Treatment session revenues primarily include sales of NeuroStar Treatment Sessions and SenStar treatment links. The
NeuroStar Treatment Sessions are access codes that are delivered electronically in the United States. The SenStar treatment links are disposable units
containing single-use access codes that are sold and used outside the United States. Access codes are purchased separately by our customers, primarily on
an as-needed basis, and are required by the NeuroStar Advanced Therapy System in order to deliver treatment sessions.

Other Revenues.    Other revenues are derived primarily from service and repair and extended warranty contracts with our existing customers.

We refer you to the section titled “Critical Accounting Policies and Use of Estimates—Revenue Recognition” appearing in our Form 10-K filed with the
SEC on March 3, 2020. We also refer you to “Note 3. Summary of Significant Accounting Policies.”

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

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

Sales and Marketing Expenses

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

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

We anticipate that our general and administrative expenses will decrease in absolute dollars because of the actions taken by the company in response to the
COVID-19 pandemic and the company’s reduction in force announced in April 2020.

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

We plan to incur research and development expenses for the near future as we expect to continue our development of TMS Therapy for the treatment of
additional patient populations and new indications, as well as for various hardware and software development projects.  

Interest Expense

Interest expense consists of cash interest payable under our credit facility and non-cash interest attributable to the accrual of final payment fees and the
amortization of deferred financing costs related to our indebtedness.
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Other Expense (Income), Net
Other expense (income), net consists primarily of interest income earned on our money market account balances, and non-utilization fees paid to Oxford
related to our decision not to borrow the Term C Loan.

Results of Operations

Comparison of the Three Months ended June 30, 2020 and 2019
 

  
Three Months Ended

June 30,   Increase / (Decrease)  
  2020   2019   Dollars   Percentage  
  (in thousands, except percentages)  

Revenues  $ 9,741  $ 16,572  $ (6,831)   -41%
Cost of revenues   2,323   4,171   (1,848)   -44%

Gross Profit   7,418   12,401   (4,983)   -40%
Gross Margin   76.2%   74.8%         

Operating expenses:                 
Sales and marketing   8,151   11,523   (3,372)   -29%
General and administrative   4,010   4,261   (251)   -6%
Research and development   2,116   3,224   (1,108)   -34%

Total operating expenses   14,277   19,008   (4,731)   -25%
Loss from Operations   (6,859)   (6,607)   (252)   -4%

Other (income) expense:                 
Interest expense   986   931   55   6%
Other expense (income), net   (80)   (444)   364   -82%

Net Loss  $ (7,765)  $ (7,094)  $ (671)   -9%
 

  
Revenues by Geography

Three Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  
United States  $ 9,267   95%  $ 15,890   96%
International   474   5%   682   4%

Total revenues  $ 9,741   100%  $ 16,572   100%
 

  
U.S. Revenues by Product Category

Three Months Ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Advanced Therapy System  $ 2,338   25%  $ 4,628   29%
Treatment sessions   6,547   71%   10,847   68%
Other   382   4%   415   3%

Total U.S. revenues  $ 9,267   100%  $ 15,890   100%
 

  

United States NeuroStar Advanced Therapy System
Revenues by Type

Quarters ended June 30,  
  2020   2019  

  Amount   
% of

Revenues   Amount   
% of

Revenues  
  (in thousands, except percentages)  

NeuroStar Capital  $ 2,224   95%  $ 4,034   87%
Operating lease   114   5%   187   4%
Other   -   0%   407   9%

Total United States NeuroStar Advanced Therapy
   System revenues  $ 2,338   100%  $ 4,628   100%
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Revenues
Total revenues decreased by $6.8 million, or 41%, from $16.6 million for the three months ended June 30, 2019 to $9.7 million for the three months ended
June 30, 2020. The decrease was driven by a 42% and 30% reduction in U.S. and International revenue, respectively, primarily due to the impact of the
COVID-19 pandemic.

NeuroStar Advanced Therapy System revenues represented 25% and 29% of U.S. revenues for the three months ended June 30, 2020 and 2019,
respectively. U.S. NeuroStar Advanced Therapy System revenue for the second quarter of 2020 was $2.3 million, a decrease of 50% versus second quarter
2019 revenue of $4.6 million. The decrease was primarily driven by lower blended NeuroStar Capital System average selling prices due to higher mix of
sales type leases during the quarter, as well as lower other revenue related to fewer HP Coil upgrades sold in the second quarter of 2020. In the quarter, the
Company sold 61 systems, equal to the prior year quarter.

As of June 30, 2020, we had an installed base of 1,122 active Systems in the United States. This represents an increase of 126 units, or 13%, over the active
installed base as of June 30, 2019.
 
Treatment Session revenues in the United States represented 71% and 68% of total revenues in the United States for the three months ended June 30, 2020
and 2019, respectively, and decreased by 40% from $10.8 million for the three months ended June 30, 2019 to $6.5 million for the three months ended
June 30, 2020. The decrease was primarily driven by a decline in average revenue per active system, largely driven by a reduction in per click Treatment
Session volume during March which we believe was caused by the impact from COVID-19.   

Cost of Revenues and Gross Margin

Cost of revenues decreased by $1.8 million or 44% from $4.2 million for the three months ended June 30, 2019 to $2.3 million for the three months ended
June 30, 2020 when compared to the three months ended June 30, 2019 Gross margin increased from 74.8% for the three months ended June 30, 2019 to
76.2% for the three months ended June 30, 2020. The increase was primarily a result of a change in the product mix of revenues versus the prior year as
well as reduced personnel supporting our installation efforts.

Sales and Marketing Expenses
Sales and marketing expenses decreased by $3.4 million, or 29%, from $11.5 million for the three months ended June 30, 2019 to $8.2 million for the three
months ended June 30, 2020. The decrease was primarily due to reduced marketing expenses, including trade shows and advertising, travel expenses and
personnel costs.

General and Administrative Expenses
General and administrative expenses decreased by $0.3 million, or 6%, from $4.3 million for the three months ended June 30, 2019 to $4.0 million for the
three months ended June 30, 2020. The decrease was primarily due to lower personnel and other expenses.

Research and Development Expenses

Research and development expenses decreased $1.1 million, or 34%, from $3.2 million for the three months ended June 30, 2019 to $2.1 million for the
three months ended June 30, 2020. The decrease was primarily due to reduced product development, personnel and travel expenses.

Interest Expense
Interest expense increased $0.1 million, or 6% from $0.9 million for the three months ended June 30, 2019 to $1.0 million for the three months ended
June 30, 2020. We also refer you to “Note 12. DEBT.”

Other Expense (Income), Net
Other expense (income), net decreased by $0.4 million, from $(0.4) million for the three months ended June 30, 2019 to $(0.1) million for the three months
ended June 30, 2020, primarily as a result of decreased interest income earned on the Company’s money market accounts.
 
Liquidity and Capital Resources

Overview
On July 2, 2018, we closed our IPO, in which we issued and sold 6.325 million shares of our common stock, which included shares sold pursuant to an
option granted to the underwriters to purchase additional shares, at a public offering price of $17.00 per share. We received net proceeds of $96.5 million
after deducting underwriting discounts, commissions, and other offering expenses paid by us. Our common stock is listed on the Nasdaq Global Market
under the trading symbol “STIM.”
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As of June 30, 2020, we had cash and cash equivalents of $54.0 million and an accumulated deficit of $270.5 million, compared to cash and cash
equivalents of $75.7 million and an accumulated deficit of $250.1 million as of December 31, 2019. We incurred negative cash flows from operating
activities of $23.1 million and $16.4 million for the six months ended June 30, 2020 and June 30, 2019, respectively. We have incurred operating losses
since our inception, and we anticipate that our operating losses will continue in the near term as we seek to expand our sales and marketing initiatives to
support our growth in existing and new markets, invest funds in additional research and development activities and utilize cash for other corporate
purposes. Our primary sources of capital to date have been from our IPO, private placements of our convertible preferred securities, borrowings under our
credit facilities and sales of our products. As of June 30, 2020, the Company had $35.0 million of borrowings outstanding under its credit facility, which
has a final maturity in February 2025. As discussed in Note 12, the outstanding balance under the credit facility is classified as a current liability as of
June 30, 2020 Management believes that the Company’s cash and cash equivalents and anticipated revenues from sales of its products are sufficient to fund
the Company’s operations  (including the potential repayment of the credit facility if a waiver or amendment is not obtained) for at least 12 months from
the issuance of these financial statements.

We cannot predict our revenues and expenses in the short term as a result of the COVID-19 pandemic and related governmental responses. We also incur
additional costs as a public company. Based on our current business plan, we believe that our cash and cash equivalents and anticipated revenues from sales
of our products will be sufficient to meet our cash requirements through August 5, 2021. However, if these sources are insufficient to satisfy our liquidity
requirements, we may seek to sell additional common or preferred equity or debt securities or enter into a new credit facility or another form of third-party
funding or seek other debt financing. If we raise additional funds by issuing equity or equity-linked securities, our stockholders would experience dilution
and any new equity securities could have rights, preferences and privileges superior to those of holders of our common stock. Debt financing, if available,
may involve covenants restricting our operations or our ability to incur additional debt. We cannot be assured that additional equity, equity-linked or debt
financing will be available on terms favorable to us or our stockholders, or at all. It is also possible that we may allocate significant amounts of capital
towards products or technologies for which market demand is lower than expected and, as a result, abandon such efforts. If we are unable to maintain our
current financing or obtain adequate additional financing when we require it, or if we obtain financing on terms which are not favorable to us, or if we
expend capital on products or technologies that are unsuccessful, our ability to continue to support our business growth and to respond to business
challenges could be significantly limited, or we may be required to delay the development, commercialization and marketing of our products.

Our current and future funding requirements will depend on many factors, including:
 • the impact of COVID-19 and related governmental responses;
 • our ability to achieve revenue growth and improve operating margins;
 • compliance with the terms and conditions, including covenants, set forth in our credit facility;
 • the cost of expanding our operations and offerings, including our sales and marketing efforts;
 • our ability to improve or maintain coverage and reimbursement arrangements with domestic third-party and government payors, particularly

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

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

improving our sales to our current customers;
 • the cost of research and development activities, including research and development relating to additional indications, which may include

bipolar depression and PTSD;
 • the effect of competing technological and market developments;
 • costs related to international expansion; and
 • the potential cost of and delays in product development as a result of any regulatory oversight applicable to our products.

Cash Flows
The following table sets forth a summary of our cash flows for the six months ended June 30, 2020 and 2019
 

  Six Months Ended June 30,  
  2020   2019  
  (in thousands)  

Net Cash Used in Operating Activities  $ (23,131)  $ (16,418)
Net Cash Used in Investing Activities   (484)   (398)
Net Cash Provided by Financing Activities   1,903   1,877 

Net Decrease in Cash and Cash Equivalents  $ (21,712)  $ (14,939)
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Net Cash Used in Operating Activities
Net cash used in operating activities for the six months ended June 30, 2020 was $23.1 million, consisting primarily of a net loss of $20.4 million and a
decrease in net operating liabilities of $6.8 million, partially offset by non-cash charges of $4.1 million. The decrease in net operating liabilities was
primarily due to decreases in accounts payable and accrued expenses as a result of timing and the 2020 payments of 2019 incentive compensation and
commissions accrued as of December 31, 2019. Non-cash charges consisted of loss on debt extinguishment, depreciation and amortization, non-cash
interest expense, share-based compensation, and the cost of rental units purchased by customers.

Net cash used in operating activities for the six months ended June 30, 2019 was $16.4 million, consisting primarily of a net loss of $14.6 million and a
decrease in net operating liabilities of $4.2 million, partially offset by non-cash charges of $2.4 million. Non-cash charges consisted of depreciation and
amortization, non-cash interest expense, share-based compensation and the cost of rental units purchased by customers.

Net Cash Used in Investing Activities

Net cash used in investing activities for the six months ended June 30, 2020 and the six months ended June 30, 2019 was $0.5 million and $0.4 million
respectively, and was in each case attributable to purchases of property and equipment and capitalized software costs.

Net Cash Provided by Financing Activities
Net cash provided by financing activities for the six months ended June 30, 2020 was $1.9 million and consisted of additional proceeds from our loan
refinance and cash proceeds related to stock option exercises. Net cash provided by financing activities for the six months ended June 30, 2019 was $1.9
million, consisting of cash proceeds related to stock option exercises.

Indebtedness
Solar Credit Facility

On March 2, 2020, the “Company entered into a loan and security agreement with Solar Capital Ltd. (“Solar”), as collateral agent, and other lenders
defined in the agreement, for a credit facility (the “Solar Facility”) that replaced the Company’s previous $35.0 million credit facility with Oxford Finance
LLC (“Oxford”, and such facility, the “Oxford Facility”).

The Solar Facility permits the Company to borrow up to an aggregate amount of $50.0 million in two tranches of term loans, a “Term A Loan” and “Term
B Loan.” On March 2, 2020, the Company borrowed an aggregate amount of $35.0 million, which was the aggregate amount available under the Term A
Loan portion of the Solar Facility. The Term A Loan portion of the Solar Facility matures, and all amounts borrowed thereunder are due, on February 28,
2025. Under the Term B Loan portion of the Solar Facility, the Company is permitted to borrow, at its election, up to an aggregate amount of $15.0 million,
(i) upon the Company achieving a specified amount of trailing twelve months net product revenue, and (ii) assuming there has been no event of default
under the Solar Facility prior to such election. Once the net product revenue condition has been satisfied, the Company may only make an election to
borrow under the Term B Loan portion of the Solar Facility until the earlier of (a) December 15, 2021, (b) 30 days following achievement of the net
product revenue condition or (c) the occurrence of an event of default.

Each of the Term A Loan and Term B Loan accrue interest from the date of borrowing through the date of repayment at a floating per annum rate of
interest, which resets monthly and is equal to 7.65% plus the greater of (a) 1.66% or (b) the rate per annum rate published by the Intercontinental Exchange
Benchmark Administration Ltd. The Term A Loan and the Term B Loan both include an interest-only period through March 1, 2022, after which time the
Company will be required to make monthly payments of principal and interest. Monthly principal payments are to be paid in equal amounts on a pro rata
basis to lenders. At the Company’s election, the interest only period may be extended through February 2023 if the Company satisfies a minimum net
product revenue covenant through March 1, 2022 and no event of default shall have occurred.

In addition to the principal and interest payments due under the Solar Facility, the Company is required to pay a final payment fee to Solar due upon the
earlier of prepayment, acceleration or the maturity date of the Term A Loan or Term B Loan portion of the Solar Facility equal to 5.50% of the principal
amount of the term loans actually funded. The Company is accruing the final payment fees using the effective interest rate, with a charge to non-cash
interest expense, over the term of borrowing. If the Company prepays either the of the Term A Loan or Term B Loan prior to their respective scheduled
maturities, the Company will also be required to pay prepayment fees to Solar equal to 3% of the principal amount of such term loan then-prepaid if
prepaid on or before the first anniversary of funding, 2% of the principal amount of such term loan then-prepaid if prepaid after the first anniversary and on
or before the second anniversary of funding, or 1% of the principal amount of such term loan then-prepaid if prepaid after the second anniversary of
funding of the principal amounts borrowed.
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The Company is also required to pay Solar an exit fee upon the occurrence, prior to March 2, 2030, of (a) any liquidation, dissolution or winding up of the
Company, (b) transaction that results in a person obtaining control over the Company, (c) the Company achieving $100 million in trailing twelve month net
product revenue or (d) the Company achieving $125 million in trailing twelve month net product revenue. The exit fee for liquidation, dissolution, winding
up or change of control of the Company is equal to 4.50% of the principal amount of the term loans actually funded. The exit fee for achieving either
$100 million or $125 million in trailing twelve-month net product revenue is equal to 2.25% of the principal amount of the term loans actually funded or, if
both net product revenue milestones are achieved, 4.50% of the principal amount of the term loans actually funded. The exit fee is capped at 4.50% of the
principal amount of the term loans actually funded.

The Company’s obligations under the credit facility are secured by a first priority security interest in substantially all of its assets, including its intellectual
property. The loan and security agreement requires the Company to comply with certain financial covenants as well as customary affirmative and negative
covenants.

The Solar Facility contains events of default, including, without limitation, events of default upon: (i) failure to make payment pursuant to the terms of the
agreement; (ii) violation of covenants; (iii) material adverse changes to the Company’s business; (iv) attachment or levy on the Company’s assets or
judicial restraint on its business; (v) insolvency; (vi) material cross-defaults; (vii) significant judgments, orders or decrees for payments by the Company
not covered by insurance; (viii) incorrectness of representations and warranties; (ix) incurrence of subordinated debt; (x) a termination or breach of a
guaranty; (xi) revocation of governmental approvals necessary for the Company to conduct its business; and (xii) failure by the Company to maintain a
valid and perfected lien on the collateral securing the borrowing.

As of June 30, 2020, the Company is in compliance with all covenants in the Solar Facility.

The Solar Facility includes a financial covenant requiring the attainment of a minimum trailing net revenue amount beginning on December 31, 2020.
Based upon the Company’s projected revenues for the rest of 2020, the Company believes that it is probable that this minimum revenue covenant will not
be achieved.  The Company is in discussions with the lenders for a potential covenant waiver or amendment, however, no formal agreement has been
executed.  The Solar Facility also includes subjective acceleration clauses which permit the lenders to accelerate the maturity date under certain
circumstances, including, but not limited to, material adverse effects on a Company’s financial status or otherwise.  In accordance with FASB ASC 470
because the Solar Facility contains subjective acceleration clauses and the assessment that it is probable that the revenue covenant will not be met as of
December 31, 2020, the outstanding principal under the Solar Facility is classified as a current liability in the accompanying balance sheet as of June 30,
2020.
 
 

Oxford Credit Facility
 

Prior to March 2020, the Company had a $35.0 million credit facility in place with Oxford, which it entered into in March 2017 and that allowed it to
borrow up to $35.0 million in three tranches of term loans: a Term A Loan in the amount of $25 million, which was drawn immediately upon closing in
March 2017, a Term B Loan in the amount of $5.0 million, which was drawn down in December 2017, and a Term C Loan in the amount of $5.0 million
which was never drawn down. Each term loan accrued interest from the date of borrowing through the date of repayment at a floating per annum rate of
interest, which reset monthly and was equal to the greater of (a) 8.15% or (b) the 30 day U.S. LIBOR on the last business day of the month plus 7.38%.
This facility featured an interest-only period on all tranches through March 2019.
 
In addition to principal and interest payments due under the $35.0 million Oxford credit facility, the Company was required to make final payment fees to
Oxford upon the earlier of prepayment or maturity and equal to 8.5% and 7.5% of the principal amounts of the Term A and Term B Loans, respectively.
The Company accrued final payment fees using the effective interest rate, with a charge to non-cash interest expense, over the term of borrowing and until
its entry into the Solar credit facility in March 2020, at which time the Company paid Oxford $2.5 million in satisfaction of all final payment fee liabilities
due under the Oxford credit facility.
 
The Company evaluated whether the Solar credit facility entered into in March 2020 represented a debt modification or extinguishment in accordance with
ASC 470-50, Debt—Modifications and Extinguishments and determined that the existing debt was extinguished as a result of the full repayment of the
existing facility and concurrent issuance of a new credit facility with a new lender. The unamortized balance of the Company’s combined debt discount and
deferred issuance costs of $0.6 million related to the Oxford facility were accounted for as a loss on extinguishment of debt.
 
 

Cash and Non-Cash Interest Expense
For the three months ended June 30, 2020, we recognized interest expense of $1.0 million, of which $0.8 million was cash and $0.2 million was non-cash
interest expense related to the amortization of deferred financing costs. For the three months ended June 30, 2019, we recognized interest expense of
$0.9 million, of which $0.7 million was cash and $0.2 million was non-cash interest expense related to the amortization of deferred financing costs and
accrual of final payment fees.
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Off-Balance Sheet Arrangements
We do not maintain any off-balance sheet arrangements, partnerships or other relationships with unconsolidated entities, often referred to as structured
finance or special-purpose entities, which are established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or
limited purposes.

Commitments and Contractual Obligations

As of June 30, 2020, there was one significant change to our commitments and future minimum contractual obligations as set forth in our Form 10-K, filed
with the SEC on March 3, 2020. We refer you to “Note 12. Debt” in the financial statements included in this Quarterly Report on Form 10-Q for
information regarding our new debt agreement.

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

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

Recent Accounting Pronouncements
We refer you to “Note 3. Summary of Significant Accounting Policies” and “Note 4. Recent Accounting Pronouncements” in “Notes to Interim Financial
Statements” located in “Part I – FINANCIAL INFORMATION, Item 1. Financial Statements”.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Our cash is held on deposit in demand accounts at a large financial institution in amounts in excess of the Federal Deposit Insurance Corporation, or FDIC,
insurance coverage limit of $250,000 per depositor, per FDIC-insured bank, per ownership category. We have reviewed the financial statements of this
institution and believe it has sufficient assets and liquidity to conduct its operations in the ordinary course of business with little or no credit risk to us.

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

As discussed above in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Liquidity and Capital Resources -
Indebtedness” section of this Quarterly Report on Form 10-Q, our credit facility bears interest at 7.65% plus the greater of (a) 1.66% or (b) the rate per
annum rate published by the Intercontinental Exchange Benchmark Administration Ltd. As a result, we are exposed to risks from changes in interest rates.

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

We do not currently have any exposure to foreign currency fluctuations and do not engage in any hedging activities as part of our normal course of
business.
 
COVID-19
 

During the first and second quarters of 2020, the Company experienced a material impact to revenue, particularly with regards to U.S. treatment session
revenues. As noted in the Company’s April 8, 2020 press release, the Company expects that capital equipment sales and treatment session revenues will be
materially impacted by this pandemic as customers are deferring capital purchase decisions, and new patient treatment starts and system utilization have
declined compared to pre-COVID-19 projections.

The Company previously withdrew full year 2020 guidance on April 8, 2020. At this date, the Company is currently unable to estimate the specific
duration or scale of the impact of the COVID-19 pandemic on its financial and operating results.
 
Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures
The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended, or
Exchange Act, refers to controls and procedures that are designed to ensure that information required to be disclosed by a company in the reports that it
files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by a
company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management, including its
principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure. As required by Rules 13a-
15(b) and 15d-15(b) of the Exchange Act, our management, with the participation of our Principal Executive Officer and Chief Financial Officer, evaluated
the effectiveness of our disclosure controls and procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on that
evaluation, our Principal Executive Officer and our Chief Financial Officer concluded that our disclosure controls and procedures were effective at the
reasonable assurance level as of June 30, 2020.

Management’s Report on Internal Control Over Financial Reporting
Internal control over financial reporting refers to the process designed by, or under the supervision of, our Principal Executive Officer and Chief Financial
Officer, and effected by our board of directors, management and other personnel, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles, and includes those
policies and procedures that: (1) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions
of our assets; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that our receipts and expenditures are being made only in accordance with authorizations of our management
and directors; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
company’s assets that could have a material effect on the financial statements.
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Internal control over financial reporting may not prevent or detect all errors and all fraud. A control system, no matter how well conceived and operated,
can provide only reasonable, not absolute, assurance that the objectives of the control system are achieved. Further, the design of a control system must be
balanced against resource constraints, and therefore the benefits of controls must be considered relative to their costs. Given the inherent limitations in all
systems of controls, no evaluation of controls can provide absolute assurance all control issues and instances of fraud, if any, within a company have been
detected. These inherent limitations include the realities that judgments in decision making can be faulty and that breakdowns can occur because of a
simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by
management override of the controls. The design of any system of controls is also based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions; over time, controls may
become inadequate because of changes in conditions or the degree of compliance with policies or procedures may deteriorate. Accordingly, given the
inherent limitations in a cost-effective system of internal control, financial statement misstatements due to error or fraud may occur and may not be
detected. Our disclosure controls and procedures are designed to provide reasonable, not absolute, assurance of achieving their objectives. We conduct
periodic evaluations of our systems of controls to enhance, where necessary, our control policies and procedures.

Management is responsible for establishing and maintaining adequate internal control over our financial reporting, as such term is defined in Rules 13a-
15(f) and 15d-15(f) under the Exchange Act. Under the supervision and with the participation of our management, including our Principal Executive
Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting. Management has used
the framework set forth in the report entitled “Internal Control—Integrated Framework (2013)” published by the Committee of Sponsoring Organizations
of the Treadway Commission to evaluate the effectiveness of our internal control over financial reporting. Based on its evaluation, management has
concluded that our internal control over financial reporting was effective as of June 30, 2020 at the reasonable assurance level.

Changes in Internal Control over Financial Reporting
During the quarter ended June 30, 2020, there were no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) of the
Exchange Act) which materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings.
We are subject from time to time to various claims and legal actions arising during the ordinary course of our business. We believe that there are currently
no claims or legal actions that would reasonably be expected to have a material adverse effect on our results of operations, financial condition, or cash
flows.

Item 1A. Risk Factors.

In addition to the other information set forth in this Quarterly Report on Form 10-Q, you should carefully consider the factors discussed in Part I, Item 1A
“Risk Factors” of our Annual Report on Form 10-K for the fiscal year ended December 31, 2019, filed with the SEC on March 3, 2020, and our Quarterly
Report on Form 10-Q for the fiscal quarter ended March, 31, 2020, filed with the SEC on May 5, 2020. With the exception of the following, there have
been no material changes in reported risk factors from the information reported in our Annual Report on Form 10-K for the fiscal year ended December 31,
2019 and our Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2020.
 
The COVID-19 pandemic has had, and we expect will continue to have, an adverse effect on our business, results of operations, financial condition
and cash flows, the nature and extent of which are highly uncertain and unpredictable.
 

Our operations and interactions with healthcare systems, providers and patients expose us to risks associated with public health crises, including epidemics
and pandemics such as COVID-19. In particular, the continuing global spread of COVID-19, including corresponding preventative and precautionary
measures that we and other businesses, communities and governments are taking to mitigate the spread of the disease, has led to unprecedented restrictions
on, disruptions in, and other related impacts on business and personal activities. Further, in addition to travel restrictions put in place beginning in early
2020, countries, states and governments may continue to close borders, impose prolonged quarantines or other restrictions and requirements on travel, and
further limit our ability to conduct business in-person as we did prior to COVID-19, requiring businesses, including our business, to use alternative
methods of communication. It is likely the COVID-19 pandemic will cause an economic slowdown of potentially extended duration, and it is possible that
it could cause a global recession.
 
Together with the preventative and precautionary measures being taken, as well as the corresponding need to adapt to new and different methods of
communication and conducting business, COVID-19 is having, and will likely continue to have, an adverse impact on significant aspects of our company
and business, including on demand for and supply of our products, operations, supply chains and distribution systems, our ability to research and develop
and bring to market new products and services, and our ability to generate cash flow, and may have an adverse impact on our ability to access capital.
Although we consider treatment by NeuroStar to be a medical necessity, our experience since March 2020 demonstrates that quarantine and similar public
health orders cause a material reduction in sales of NeuroStar and in NeuroStar utilization. It is not possible to predict the possibility, locations or timing of
such orders but if such orders are re-imposed regionally or nationally in the United States or Japan or if unemployment or loss of insurance coverage
continues or worsens from the present situation, our business, cash flows, financial condition and results of operations will continue to be negatively
affected.
 
A significant number of our suppliers, vendors, distributors and manufacturing facilities have been adversely affected by the COVID-19 pandemic,
including by adversely impacting the ability of their employees to get to their places of work and maintain the continuity of their on-site operations. These
impacts could impair our ability to move our products through distribution channels to end customers, and any such delay or shortage in the supply of
components or materials may result in our inability to satisfy demand for our products in a timely manner or at all, which could harm our reputation, future
sales and profitability.
 
In addition, COVID-19 has impacted and may further impact the global economy and capital markets, including by negatively impacting demand for our
products, access to capital markets, foreign currency exchange rates, and interest rates, each of which may adversely impact our business and liquidity. We
could experience loss of sales and profits due to delayed payments or insolvency of healthcare professionals, hospitals and other customers, suppliers and
vendors facing liquidity issues.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Recent Issuances of Unregistered Securities
None.

Item 3. Defaults Upon Senior Securities.

Not applicable.

Item 4. Mine Safety Disclosures.
Not applicable.

Item 5. Other Information.
None.
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Item 6. Exhibits.
The following is a list of exhibits filed as part of this Quarterly Report on Form 10-Q. Where so indicated, exhibits that were previously filed are
incorporated by reference. For exhibits incorporated by reference, the location of the exhibit in the previous filing is indicated.
 

Exhibit
Number  Description

    

  10.1  Employment Agreement, dated July 14, 2020, by and between Neuronetics, Inc. and Keith J. Sullivan (incorporated by reference to Exhibit
10.1 to the Current Report on Form 8-K filed with the SEC on July 17, 2020).

  10.2*  Form of Neuronetics, Inc. Performance Restricted Stock Unit Grant Notice and Award Agreement under Nasdaq Listing Rule 5635(c)(4).
  10.3*  Form of Neuronetics, Inc. Performance Restricted Stock Unit Grant Notice and Award Agreement under the 2018 Equity Incentive Plan.
  10.4*  Form of Neuronetics, Inc. Restricted Stock Unit Grant Notice and Award Agreement under Nasdaq Listing Rule 5635(c)(4).
  10.5*  Form of Neuronetics, Inc. Stock Option Grant Notice and Agreement (Nonstatutory Stock Option) under Nasdaq Listing Rule 5635(c)(4).
  10.6*  Performance Restricted Stock Unit Grant Notice and Award Agreement, dated July 14, 2020, by and between Neuronetics, Inc. and Keith J.

Sullivan.
  10.7*  Restricted Stock Unit Grant Notice and Award Agreement, dated July 14, 2020, by and between Neuronetics, Inc. and Keith J. Sullivan.
  10.8*  Stock Option Grant Notice and Agreement (Nonstatutory Stock Option), dated July 14, 2020, by and between Neuronetics, Inc. and Keith J.

Sullivan.
  31.1*  Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
  31.2*  Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
  32.1**  Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act

of 2002.
  32.2**  Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act

of 2002.
101.INS  Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because iXBRL tags are embedded

within the Inline XBRL document.
101.SCH  Inline XBRL Taxonomy Extension Schema Document
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE  Inline XBRL Taxonomy Extension Presentation Linkbase Document
104  Cover Page Interactive Data File (Formatted as Inline XBRL and contained Exhibit 101).
 

* Filed herewith.

** This certification is being furnished solely to accompany this Quarterly Report on Form 10-Q pursuant to 18 U.S.C Section 1350 and is not being
filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liability of that section, nor shall it
be deemed incorporated by reference into any filing of the registrant under the Securities Act of 1933, as amended, or the Securities Exchange Act
of 1934, as amended, whether made before or after the date hereof, regardless of any general incorporation language in such filing.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
 
 NEURONETICS, INC.

(Registrant)
    
Date: August 4, 2020 By:  /s/ Keith J. Sullivan
 Name:  Keith J. Sullivan
 Title:  President and Chief Executive Officer
   (Principal Executive Officer)
    
Date: August 4, 2020 By:  /s/ Stephen Furlong
 Name:  Stephen Furlong
 Title:  VP, Finance and Chief Financial Officer
   (Principal Financial and Accounting Officer)
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Exhibit 10.2
 

NEURONETICS, INC.

PERFORMANCE RESTRICTED STOCK UNIT GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby awards to Participant a Restricted Stock Unit Award for the number of shares of the Company’s Common Stock
(“Performance Restricted Stock Units”) set forth below (the “Award”).  The Award is subject to all of the terms and conditions as set forth in this notice of
grant (this “Performance Restricted Stock Unit Grant Notice”) and the Performance Restricted Stock Unit Award Agreement (the “Award Agreement”),
which is attached hereto and incorporated herein in its entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this
Award has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Performance Restricted Stock Units shall not count
toward the Share Reserve. However, the Award will be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein
in its entirety.  Capitalized terms not explicitly defined herein shall have the meanings set forth in the Plan or the Award Agreement.  In the event of any
conflict between the terms in this Restricted Stock Unit Grant Notice or the Award Agreement and the Plan, the terms of the Plan shall control.  
 

Participant: [                    ]
Date of Grant: [                    ]
Number of Performance Restricted Stock Units: [                    ]

 
Vesting Schedule: [                    ]
  
Issuance Schedule: Subject to any Capitalization Adjustment, one share of Common Stock (or its cash equivalent, at the discretion of the

Company) will be issued for each Performance Restricted Stock Unit that vests at the time set forth in Section 6 of the
Award Agreement.

 
Additional Terms/Acknowledgements:  Participant acknowledges receipt of, and understands and agrees to, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan. Participant further acknowledges that as of the Date of Grant, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan set forth the entire understanding between Participant and the Company regarding the acquisition of the
Common Stock pursuant to the Award specified above and supersede all prior oral and written agreements on the terms of this Award, with the exception, if
applicable, of (i) restricted stock unit awards or options previously granted and delivered to Participant, (ii) the written employment agreement, offer letter
or other written agreement entered into between the Company and Participant specifying the terms that should govern this specific Award, and (iii) any
compensation recovery policy that is adopted by the Company or is otherwise required by applicable law.

By accepting this Award, Participant acknowledges having received and read this Performance Restricted Stock Unit Grant Notice, the Award Agreement
and the Plan and agrees to all of the terms and conditions set forth in these documents.  Participant consents to receive Plan documents by electronic
delivery and to participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.
 
NEURONETICS, INC.  PARTICIPANT

     
   
By: Signature    
     
Title:   Date:  
     
Date:     
 
ATTACHMENTS: Award Agreement and 2018 Equity Incentive Plan
 

 



 
ATTACHMENT I

NEURONETICS, INC.

PERFORMANCE RESTRICTED STOCK UNIT AWARD AGREEMENT

Pursuant to the Performance Restricted Stock Unit Grant Notice (the “Grant Notice”) and this Performance Restricted Stock Unit
Award Agreement (the “Agreement”), Neuronetics, Inc. (the “Company”) has awarded you (“Participant”) a Performance Restricted Stock
Unit Award (the “Award”) for the number of Performance Restricted Stock Units/shares indicated in the Grant Notice. This is an inducement
grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this Award has been granted outside of the Company’s 2018 Equity Incentive
Plan (the “Plan”), and the Performance Restricted Stock Units shall not count toward the Share Reserve.  However, the Award will be
governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  Capitalized terms not
explicitly defined in this Agreement or the Grant Notice shall have the same meanings given to them in the Plan. The terms of your Award, in
addition to those set forth in the Grant Notice, are as follows.

1. GRANT OF THE AWARD. This Award represents the right to be issued on a future date one (1) share of Common Stock for
each Performance Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under Section 3 below) as
indicated in the Grant Notice. As of the Date of Grant, the Company will credit to a bookkeeping account maintained by the Company for
your benefit (the “Account”) the number of Performance Restricted Stock Units/shares of Common Stock subject to the Award.
Notwithstanding the foregoing, the Company reserves the right to issue you the cash equivalent of Common Stock, in part or in full
satisfaction of the delivery of Common Stock in connection with the vesting of the Performance Restricted Stock Units, and, to the extent
applicable, references in this Agreement and the Grant Notice to Common Stock issuable in connection with your Performance Restricted
Stock Units will include the potential issuance of its cash equivalent pursuant to such right.  This Award was granted in consideration of your
services to the Company.

2. VESTING. Subject to the limitations contained herein, your Award will vest, if at all, in accordance with the vesting
schedule provided in the Grant Notice.  Vesting will cease upon the termination of your Continuous Service and the Performance Restricted
Stock Units credited to the Account that were not vested on the date of such termination will be forfeited at no cost to the Company and you
will have no further right, title or interest in or to such Award or the shares of Common Stock to be issued in respect of such portion of the
Award.

3. NUMBER OF SHARES. The number of Performance Restricted Stock Units subject to your Award may be adjusted from
time to time for Capitalization Adjustments, as provided in the Plan. Any additional Performance Restricted Stock Units, shares, cash or
other property that becomes subject to the Award pursuant to this Section 3, if any, shall be subject, in a manner determined by the Board, to
the same forfeiture restrictions, restrictions on transferability, and time and manner of delivery as applicable to the other Performance
Restricted Stock Units and shares covered by your Award. Notwithstanding the provisions of this Section 3, no fractional shares or rights for
fractional shares of Common Stock shall be created pursuant to this Section 3. Any fraction of a share will be rounded down to the nearest
whole share.

4. SECURITIES LAW COMPLIANCE. You may not be issued any Common Stock under your Award unless the shares of
Common Stock underlying the Performance Restricted Stock Units are either (i) then registered under the Securities Act, or (ii) the Company
has determined that such issuance would be exempt from the registration requirements of the Securities Act. Your Award must also comply
with other applicable laws and regulations governing the Award, and you shall not receive such Common Stock if the Company determines
that such receipt would not be in material compliance with such laws and regulations.

 



 

5. TRANSFER RESTRICTIONS. Prior to the time that shares of Common Stock have been delivered to you, you may not
transfer, pledge, sell or otherwise dispose of this Award or the shares issuable in respect of your Award, except as expressly provided in this
Section 5. For example, you may not use shares that may be issued in respect of your Performance Restricted Stock Units as security for a
loan. The restrictions on transfer set forth herein will lapse upon delivery to you of shares in respect of your vested Performance Restricted
Stock Units.

(a) Death.  Your Award is transferable by will and by the laws of descent and distribution. At your death,
vesting of your Award will cease and your executor or administrator of your estate shall be entitled to receive, on behalf of your estate, any
Common Stock or other consideration that vested but was not issued before your death.

(b) Domestic Relations Orders.  Upon receiving written permission from the Board or its duly authorized
designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your right to receive the distribution of Common Stock or other consideration hereunder, pursuant to a domestic relations order,
marital settlement agreement or other divorce or separation instrument as permitted by applicable law that contains the information required
by the Company to effectuate the transfer. You are encouraged to discuss the proposed terms of any division of this Award with the Company
General Counsel prior to finalizing the domestic relations order or marital settlement agreement to verify that you may make such transfer,
and if so, to help ensure the required information is contained within the domestic relations order or marital settlement agreement.  

6. DATE OF ISSUANCE.

(a) The issuance of shares in respect of the Performance Restricted Stock Units is intended to comply with
Treasury Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a manner.  Subject to the satisfaction of the
Withholding Obligation set forth in Section 11 of this Agreement, in the event one or more Performance Restricted Stock Units vests, the
Company shall issue to you one (1) share of Common Stock for each Performance Restricted Stock Unit that vests on the applicable vesting
date(s) (subject to any adjustment under Section 3 above, and subject to any different provisions in the Grant Notice). Each issuance date
determined by this paragraph is referred to as an “Original Issuance Date”.

(b) If the Original Issuance Date falls on a date that is not a business day, delivery shall instead occur on the
next following business day. In addition, if:

(i) the Original Issuance Date does not occur (1) during an “open window period” applicable to you,
as determined by the Company in accordance with the Company’s then-effective policy on trading in Company securities, or (2) on a date
when you are otherwise permitted to sell shares of Common Stock on an established stock exchange or stock market (including but not
limited to under a previously established written trading plan that meets the requirements of Rule 10b5-1 under the Exchange Act and was
entered into in compliance with the Company's policies (a “10b5-1 Arrangement”)), and

(ii) either (1) a Withholding Obligation does not apply, or (2) the Company decides, prior to the
Original Issuance Date, (A) not to satisfy the Withholding Obligation by withholding shares of Common Stock from the shares otherwise
due, on the Original Issuance Date, to you under this Award, and (B) not to permit you to enter into a “same day sale” commitment with a
broker-dealer pursuant to Section 11 of this Agreement (including but not limited to a commitment under a 10b5-1 Arrangement) and (C) not
to permit you to pay your Withholding Obligation in cash,

 



 

then the shares that would otherwise be issued to you on the Original Issuance Date will not be delivered on such
Original Issuance Date and will instead be delivered on the first business day when you are not prohibited from selling shares of
the Company’s Common Stock in the open public market, but in no event later than December 31 of the calendar year in which
the Original Issuance Date occurs (that is, the last day of your taxable year in which the Original Issuance Date occurs), or, if and
only if permitted in a manner that complies with Treasury Regulations Section 1.409A-1(b)(4), no later than the date that is the
15th day of the third calendar month of the applicable year following the year in which the shares of Common Stock under this
Award are no longer subject to a “substantial risk of forfeiture” within the meaning of Treasury Regulations Section 1.409A-1(d).

(c) The form of delivery (e.g., a stock certificate or electronic entry evidencing such shares) shall be determined
by the Company.

7. DIVIDENDS.  You shall receive no benefit or adjustment to your Award with respect to any cash dividend, stock dividend
or other distribution that does not result from a Capitalization Adjustment; provided, however, that this sentence will not apply with respect
to any shares of Common Stock that are delivered to you in connection with your Award after such shares have been delivered to you.

8. RESTRICTIVE LEGENDS. The shares of Common Stock issued in respect of your Award shall be endorsed with appropriate
legends as determined by the Company.

9. EXECUTION OF DOCUMENTS. You hereby acknowledge and agree that the manner selected by the Company by which you
indicate your consent to your Grant Notice is also deemed to be your execution of your Grant Notice and of this Agreement. You further
agree that such manner of indicating consent may be relied upon as your signature for establishing your execution of any documents to be
executed in the future in connection with your Award.

10. AWARD NOT A SERVICE CONTRACT.

(a) Nothing in this Agreement (including, but not limited to, the vesting of your Award or the issuance of the
shares in respect of your Award), the Plan or any covenant of good faith and fair dealing that may be found implicit in this Agreement or the
Plan shall: (i) confer upon you any right to continue in the employ or service of, or affiliation with, the Company or an Affiliate; (ii)
constitute any promise or commitment by the Company or an Affiliate regarding the fact or nature of future positions, future work
assignments, future compensation or any other term or condition of employment or affiliation; (iii) confer any right or benefit under this
Agreement or the Plan unless such right or benefit has specifically accrued under the terms of this Agreement or Plan; or (iv) deprive the
Company of the right to terminate you at will and without regard to any future vesting opportunity that you may have.

(b) By accepting this Award, you acknowledge and agree that the right to continue vesting in the Award
pursuant to the vesting schedule provided in the Grant Notice may not be earned unless (in addition to any other conditions described in the
Grant Notice and this Agreement) you continue as an employee, director or consultant at the will of the Company and affiliate, as applicable
(not through the act of being hired, being granted this Award or any other award or benefit) and that the Company has the right to reorganize,
sell, spin-out or otherwise restructure one or more of its businesses or Affiliates at any time or from time to time, as it deems appropriate (a
“reorganization”). You acknowledge and agree that such a reorganization could result in the termination of your Continuous Service, or the
termination of Affiliate status of your employer and the loss of benefits available to you under this Agreement, including but not limited to,
the termination of the right to continue vesting in the Award. You further acknowledge and agree that this Agreement, the Plan, the
transactions contemplated hereunder and the vesting schedule set forth herein or any covenant of good faith and fair dealing that may be
found implicit in any of them do not constitute an express or implied promise of continued engagement as an employee or consultant for the
term of this Agreement, for any period, or at all, and shall not interfere in any way with the Company’s right to terminate your Continuous
Service at any time, with or without your cause or notice, or to conduct a reorganization.

 



 

11. WITHHOLDING OBLIGATION.

(a) On each vesting date, and on or before the time you receive a distribution of the shares of Common Stock in
respect of your Performance Restricted Stock Units, and at any other time as reasonably requested by the Company in accordance with
applicable tax laws, you hereby authorize any required withholding from the Common Stock issuable to you and/or otherwise agree to make
adequate provision, including in cash, for any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the
Company or any Affiliate that arise in connection with your Award (the “Withholding Obligation”).  

(b) By accepting this Award, you acknowledge and agree that the Company or any Affiliate may, in its sole
discretion, satisfy all or any portion of the Withholding Obligation relating to your Performance Restricted Stock Units by any of the
following means or by a combination of such means: (i) causing you to pay any portion of the Withholding Obligation in cash; (ii)
withholding from any compensation otherwise payable to you by the Company; (iii) withholding shares of Common Stock from the shares of
Common Stock issued or otherwise issuable to you in connection with the Award with a Fair Market Value (measured as of the date shares of
Common Stock are issued pursuant to Section 6) equal to the amount of such Withholding Obligation; provided, however, that the number of
such shares of Common Stock so withheld will not exceed the amount necessary to satisfy the Withholding Obligation using the maximum
statutory withholding rates for federal, state, local and foreign tax purposes, including payroll taxes, that are applicable to supplemental
taxable income; and provided, further, that to the extent necessary to qualify for an exemption from application of Section 16(b) of the
Exchange Act, if applicable, such share withholding procedure will be subject to the express prior approval of the Board or the Company’s
Compensation Committee; and/or (iv) permitting or requiring you to enter into a “same day sale” commitment, if applicable, with a broker-
dealer that is a member of the Financial Industry Regulatory Authority (a “FINRA Dealer”), pursuant to this authorization and without
further consent,  whereby you irrevocably elect to sell a portion of the shares to be delivered in connection with your Performance Restricted
Stock Units to satisfy the Withholding Obligation and whereby the FINRA Dealer irrevocably commits to forward the proceeds necessary to
satisfy the Withholding Obligation directly to the Company and/or its Affiliates. Unless the Withholding Obligation is satisfied, the Company
shall have no obligation to deliver to you any Common Stock or any other consideration pursuant to this Award.

(c) In the event the Withholding Obligation arises prior to the delivery to you of Common Stock or it is
determined after the delivery of Common Stock to you that the amount of the Withholding Obligation was greater than the amount withheld
by the Company, you agree to indemnify and hold the Company harmless from any failure by the Company to withhold the proper amount.

12. TAX CONSEQUENCES.  The Company has no duty or obligation to minimize the tax consequences to you of this Award
and shall not be liable to you for any adverse tax consequences to you arising in connection with this Award. You are hereby advised to
consult with your own personal tax, financial and/or legal advisors regarding the tax consequences of this Award and by signing the Grant
Notice, you have agreed that you have done so or knowingly and voluntarily declined to do so. You understand that you (and not the
Company) shall be responsible for your own tax liability that may arise as a result of this investment or the transactions contemplated by this
Agreement.

13. UNSECURED OBLIGATION. Your Award is unfunded, and as a holder of a vested Award, you shall be considered an
unsecured creditor of the Company with respect to the Company’s obligation, if any, to issue shares or other property pursuant to this
Agreement. You shall not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued pursuant to
this Agreement until such shares are issued to you pursuant to Section 6 of this Agreement. Upon such issuance, you will obtain full voting
and other rights as a stockholder of the Company. Nothing contained in this Agreement, and no action taken pursuant to its provisions, shall
create or be construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.

 



 

14. NOTICES. Any notice or request required or permitted hereunder shall be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this Award by electronic means or to request your consent
to participate in the Plan by electronic means. By accepting this Award, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

15. HEADINGS. The headings of the Sections in this Agreement are inserted for convenience only and shall not be deemed
to constitute a part of this Agreement or to affect the meaning of this Agreement.

16. MISCELLANEOUS.

(a) The rights and obligations of the Company under your Award shall be transferable by the Company to any
one or more persons or entities, and all covenants and agreements hereunder shall inure to the benefit of, and be enforceable by, the
Company’s successors and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your Award.

(c) You acknowledge and agree that you have reviewed your Award in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your Award and fully understand all provisions of your Award.

(d) This Agreement shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Agreement shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.

17. GOVERNING PLAN DOCUMENT. Your Award is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your Award, and is further subject to all interpretations, amendments, rules and regulations which may from time to
time be promulgated and adopted pursuant to the Plan. Your Award (and any compensation paid or shares issued under your Award) is
subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing
regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to voluntarily terminate
employment upon a resignation for “good reason,” or for a “constructive termination” or any similar term under any plan of or agreement
with the Company.

18. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of the Award subject to this Agreement shall not be included as
compensation, earnings, salaries, or other similar terms used when calculating benefits under any employee benefit plan (other than the Plan)
sponsored by the Company or any Affiliate except as such plan otherwise expressly provides. The Company expressly reserves its rights to
amend, modify, or terminate any or all of the employee benefit plans of the Company or any Affiliate.

 



 

19. SEVERABILITY. If all or any part of this Agreement or the Plan is declared by any court or governmental authority to be
unlawful or invalid, such unlawfulness or invalidity shall not invalidate any portion of this Agreement or the Plan not declared to be unlawful
or invalid. Any Section of this Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a
manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.

20. OTHER DOCUMENTS. You hereby acknowledge receipt or the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act. In addition, you acknowledge receipt of the Company’s policy permitting
certain individuals to sell shares only during certain "window" periods and the Company's insider trading policy, in effect from time to time.

21. AMENDMENT. This Agreement may not be modified, amended or terminated except by an instrument in writing, signed
by you and by a duly authorized representative of the Company. Notwithstanding the foregoing, this Agreement may be amended solely by
the Board by a writing which specifically states that it is amending this Agreement, so long as a copy of such amendment is delivered to you,
and provided that, except as otherwise expressly provided in the Plan, no such amendment materially adversely affecting your rights
hereunder may be made without your written consent. Without limiting the foregoing, the Board reserves the right to change, by written
notice to you, the provisions of this Agreement in any way it may deem necessary or advisable to carry out the purpose of the Award as a
result of any change in applicable laws or regulations or any future law, regulation, ruling, or judicial decision, provided that any such change
shall be applicable only to rights relating to that portion of the Award which is then subject to restrictions as provided herein.

22. COMPLIANCE WITH SECTION 409A OF THE CODE. This Award is intended to be exempt from the application of Section
409A of the Code, including but not limited to by reason of complying with the “short-term deferral” rule set forth in Treasury Regulation
Section 1.409A-1(b)(4) and any ambiguities herein shall be interpreted accordingly.  Notwithstanding the foregoing, if it is determined that
the Award fails to satisfy the requirements of the short-term deferral rule and is otherwise not exempt from, and determined to be deferred
compensation subject to Section 409A of the Code, this Award shall comply with Section 409A to the extent necessary to avoid adverse
personal tax consequences and any ambiguities herein shall be interpreted accordingly.  If it is determined that the Award is deferred
compensation subject to Section 409A and you are a “Specified Employee” (within the meaning set forth in Section 409A(a)(2)(B)(i) of the
Code) as of the date of your “Separation from Service” (as defined in Section 409A), then the issuance of any shares that would otherwise be
made upon the date of your Separation from Service or within the first six (6) months thereafter will not be made on the originally scheduled
date(s) and will instead be issued in a lump sum on the date that is six (6) months and one day after the date of the Separation from Service,
with the balance of the shares issued thereafter in accordance with the original vesting and issuance schedule set forth above, but if and only
if such delay in the issuance of the shares is necessary to avoid the imposition of adverse taxation on you in respect of the shares under
Section 409A of the Code. Each installment of shares that vests is intended to constitute a “separate payment” for purposes of Treasury
Regulation Section 1.409A-2(b)(2).

* * * * *

This Performance Restricted Stock Unit Award Agreement shall be deemed to be signed by the Company and the Participant upon
the signing by the Participant of the Performance Restricted Stock Unit Grant Notice to which it is attached.
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NEURONETICS, INC.
PERFORMANCE RESTRICTED STOCK UNIT GRANT NOTICE

Neuronetics, Inc. (the “Company”), pursuant to its 2018 Equity Incentive Plan (the “Plan”), hereby awards to Participant a Performance Restricted Stock
Unit Award for the number of shares of the Company’s Common Stock (“Performance Restricted Stock Units”) set forth below (the “Award”).  The
Award is subject to all of the terms and conditions as set forth in this notice of grant (this “Performance Restricted Stock Unit Grant Notice”), and in the
Plan and the Performance Restricted Stock Unit Award Agreement (the “Award Agreement”), both of which are attached hereto and incorporated herein in
their entirety.  Capitalized terms not explicitly defined herein shall have the meanings set forth in the Plan or the Award Agreement.  In the event of any
conflict between the terms in this Performance Restricted Stock Unit Grant Notice or the Award Agreement and the Plan, the terms of the Plan shall
control.  

 
Participant:  [                    ]
Date of Grant:  [                    ]
Number of Performance Restricted Stock Units:  [                    ]

 
Vesting Schedule:  [                    ]

 
Issuance Schedule: Subject to any Capitalization Adjustment, one share of Common Stock (or its cash equivalent, at the discretion of the

Company) will be issued for each Performance Restricted Stock Unit that vests at the time set forth in Section 6 of the Award
Agreement.

Additional Terms/Acknowledgements:  Participant acknowledges receipt of, and understands and agrees to, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan.  Participant further acknowledges that as of the Date of Grant, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan set forth the entire understanding between Participant and the Company regarding the acquisition of the
Common Stock pursuant to the Award specified above and supersede all prior oral and written agreements on the terms of this Award, with the exception, if
applicable, of (i) restricted stock unit awards or options previously granted and delivered to Participant, (ii) the written employment agreement, offer letter
or other written agreement entered into between the Company and Participant specifying the terms that should govern this specific Award, and (iii) any
compensation recovery policy that is adopted by the Company or is otherwise required by applicable law.

By accepting this Award, Participant acknowledges having received and read this Performance Restricted Stock Unit Grant Notice, the Award Agreement
and the Plan and agrees to all of the terms and conditions set forth in these documents.  Participant consents to receive Plan documents by electronic
delivery and to participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.
 
NEURONETICS, INC.  PARTICIPANT

       
By:  Signature     
       
Title:    Date:   
       
Date:       
 
ATTACHMENTS: Award Agreement and 2018 Equity Incentive Plan



ATTACHMENT I

NEURONETICS, INC.

PERFORMANCE RESTRICTED STOCK UNIT AWARD AGREEMENT
 

Pursuant to the Performance Restricted Stock Unit Grant Notice (the “Grant Notice”) and this Performance Restricted Stock Unit
Award Agreement (the “Agreement”), Neuronetics, Inc. (the “Company”) has awarded you (“Participant”) a Performance Restricted Stock
Unit Award (the “Award”) pursuant to the Company’s 2018 Equity Incentive Plan (the “Plan”) for the number of Performance Restricted
Stock Units/shares indicated in the Grant Notice.  Capitalized terms not explicitly defined in this Agreement or the Grant Notice shall have
the same meanings given to them in the Plan. The terms of your Award, in addition to those set forth in the Grant Notice, are as follows.

1. GRANT OF THE AWARD.  This Award represents the right to be issued on a future date one (1) share of Common Stock for
each Performance Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under Section 3 below) as
indicated in the Grant Notice. As of the Date of Grant, the Company will credit to a bookkeeping account maintained by the Company for
your benefit (the “Account”) the number of Performance Restricted Stock Units/shares of Common Stock subject to the Award.
Notwithstanding the foregoing, the Company reserves the right to issue you the cash equivalent of Common Stock, in part or in full
satisfaction of the delivery of Common Stock in connection with the vesting of the Performance Restricted Stock Units, and, to the extent
applicable, references in this Agreement and the Grant Notice to Common Stock issuable in connection with your Performance Restricted
Stock Units will include the potential issuance of its cash equivalent pursuant to such right.  This Award was granted in consideration of your
services to the Company.

2. VESTING.  Subject to the limitations contained herein, your Award will vest, if at all, in accordance with the vesting
schedule provided in the Grant Notice.  Vesting will cease upon the termination of your Continuous Service and the Performance Restricted
Stock Units credited to the Account that were not vested on the date of such termination will be forfeited at no cost to the Company and you
will have no further right, title or interest in or to such Award or the shares of Common Stock to be issued in respect of such portion of the
Award.

3. NUMBER OF SHARES.  The number of Performance Restricted Stock Units subject to your Award may be adjusted from
time to time for Capitalization Adjustments, as provided in the Plan. Any additional Performance Restricted Stock Units, shares, cash or
other property that becomes subject to the Award pursuant to this Section 3, if any, shall be subject, in a manner determined by the Board, to
the same forfeiture restrictions, restrictions on transferability, and time and manner of delivery as applicable to the other Performance
Restricted Stock Units and shares covered by your Award. Notwithstanding the provisions of this Section 3, no fractional shares or rights for
fractional shares of Common Stock shall be created pursuant to this Section 3. Any fraction of a share will be rounded down to the nearest
whole share.

4. SECURITIES LAW COMPLIANCE.  You may not be issued any Common Stock under your Award unless the shares of
Common Stock underlying the Performance Restricted Stock Units are either (i) then registered under the Securities Act, or (ii) the Company
has determined that such issuance would be exempt from the registration requirements of the Securities Act. Your Award must also comply
with other applicable laws and regulations governing the Award, and you shall not receive such Common Stock if the Company determines
that such receipt would not be in material compliance with such laws and regulations.



5. TRANSFER RESTRICTIONS.  Prior to the time that shares of Common Stock have been delivered to you, you may not
transfer, pledge, sell or otherwise dispose of this Award or the shares issuable in respect of your Award, except as expressly provided in this
Section 5. For example, you may not use shares that may be issued in respect of your Performance Restricted Stock Units as security for a
loan. The restrictions on transfer set forth herein will lapse upon delivery to you of shares in respect of your vested Performance Restricted
Stock Units.

(a) Death.  Your Award is transferable by will and by the laws of descent and distribution. At your death,
vesting of your Award will cease and your executor or administrator of your estate shall be entitled to receive, on behalf of your estate, any
Common Stock or other consideration that vested but was not issued before your death.

(b) Domestic Relations Orders.  Upon receiving written permission from the Board or its duly authorized
designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your right to receive the distribution of Common Stock or other consideration hereunder, pursuant to a domestic relations order,
marital settlement agreement or other divorce or separation instrument as permitted by applicable law that contains the information required
by the Company to effectuate the transfer. You are encouraged to discuss the proposed terms of any division of this Award with the Company
General Counsel prior to finalizing the domestic relations order or marital settlement agreement to verify that you may make such transfer,
and if so, to help ensure the required information is contained within the domestic relations order or marital settlement agreement.  

6. DATE OF ISSUANCE.

(a) The issuance of shares in respect of the Performance Restricted Stock Units is intended to comply with
Treasury Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a manner.  Subject to the satisfaction of the
Withholding Obligation set forth in Section 11 of this Agreement, in the event one or more Performance Restricted Stock Units vests, the
Company shall issue to you one (1) share of Common Stock for each Performance Restricted Stock Unit that vests on the applicable vesting
date(s) (subject to any adjustment under Section 3 above, and subject to any different provisions in the Grant Notice). Each issuance date
determined by this paragraph is referred to as an “Original Issuance Date”.

(b) If the Original Issuance Date falls on a date that is not a business day, delivery shall instead occur on the
next following business day. In addition, if:

(i) the Original Issuance Date does not occur (1) during an “open window period” applicable to you,
as determined by the Company in accordance with the Company’s then-effective policy on trading in Company securities, or (2) on a date
when you are otherwise permitted to sell shares of Common Stock on an established stock exchange or stock market (including but not
limited to under a previously established written trading plan that meets the requirements of Rule 10b5-1 under the Exchange Act and was
entered into in compliance with the Company's policies (a “10b5-1 Arrangement”)), and

(ii) either (1) a Withholding Obligation does not apply, or (2) the Company decides, prior to the
Original Issuance Date, (A) not to satisfy the Withholding Obligation by withholding shares of Common Stock from the shares otherwise
due, on the Original Issuance Date, to you under this Award, and (B) not to permit you to enter into a “same day sale” commitment with a
broker-dealer pursuant to Section 11 of this Agreement (including but not limited to a commitment under a 10b5-1 Arrangement) and (C) not
to permit you to pay your Withholding Obligation in cash, then the shares that would otherwise be issued to you on the Original Issuance
Date will not be delivered on such Original Issuance Date and



will instead be delivered on the first business day when you are not prohibited from selling shares of the Company’s Common Stock in the
open public market, but in no event later than December 31 of the calendar year in which the Original Issuance Date occurs (that is, the last
day of your taxable year in which the Original Issuance Date occurs), or, if and only if permitted in a manner that complies with Treasury
Regulations Section 1.409A-1(b)(4), no later than the date that is the 15th day of the third calendar month of the applicable year following
the year in which the shares of Common Stock under this Award are no longer subject to a “substantial risk of forfeiture” within the meaning
of Treasury Regulations Section 1.409A-1(d).

(c) The form of delivery (e.g., a stock certificate or electronic entry evidencing such shares) shall be determined
by the Company.

7. DIVIDENDS.  You shall receive no benefit or adjustment to your Award with respect to any cash dividend, stock dividend
or other distribution that does not result from a Capitalization Adjustment; provided, however, that this sentence will not apply with respect
to any shares of Common Stock that are delivered to you in connection with your Award after such shares have been delivered to you.

8. RESTRICTIVE LEGENDS.  The shares of Common Stock issued in respect of your Award shall be endorsed with appropriate
legends as determined by the Company.

9. EXECUTION OF DOCUMENTS.  You hereby acknowledge and agree that the manner selected by the Company by which you
indicate your consent to your Grant Notice is also deemed to be your execution of your Grant Notice and of this Agreement. You further
agree that such manner of indicating consent may be relied upon as your signature for establishing your execution of any documents to be
executed in the future in connection with your Award.

10. AWARD NOT A SERVICE CONTRACT.

(a) Nothing in this Agreement (including, but not limited to, the vesting of your Award or the issuance of the
shares in respect of your Award), the Plan or any covenant of good faith and fair dealing that may be found implicit in this Agreement or the
Plan shall: (i) confer upon you any right to continue in the employ or service of, or affiliation with, the Company or an Affiliate; (ii)
constitute any promise or commitment by the Company or an Affiliate regarding the fact or nature of future positions, future work
assignments, future compensation or any other term or condition of employment or affiliation; (iii) confer any right or benefit under this
Agreement or the Plan unless such right or benefit has specifically accrued under the terms of this Agreement or Plan; or (iv) deprive the
Company of the right to terminate you at will and without regard to any future vesting opportunity that you may have.

(b) By accepting this Award, you acknowledge and agree that the right to continue vesting in the Award
pursuant to the vesting schedule provided in the Grant Notice may not be earned unless (in addition to any other conditions described in the
Grant Notice and this Agreement) you continue as an employee, director or consultant at the will of the Company and affiliate, as applicable
(not through the act of being hired, being granted this Award or any other award or benefit) and that the Company has the right to reorganize,
sell, spin-out or otherwise restructure one or more of its businesses or Affiliates at any time or from time to time, as it deems appropriate (a
“reorganization”). You acknowledge and agree that such a reorganization could result in the termination of your Continuous Service, or the
termination of Affiliate status of your employer and the loss of benefits available to you under this Agreement, including but not limited to,
the termination of the right to continue vesting in the Award. You further acknowledge and agree that this Agreement, the Plan, the
transactions contemplated hereunder and the vesting schedule set forth herein or any covenant of good faith and fair dealing that may be
found implicit in any of them do not constitute an express or implied promise of continued engagement as an employee or consultant for the
term of this Agreement, for any period, or at all, and shall not interfere in any way with the Company’s right to terminate your Continuous
Service at any time, with or without your cause or notice, or to conduct a reorganization.



11. WITHHOLDING OBLIGATION.

(a) On each vesting date, and on or before the time you receive a distribution of the shares of Common Stock in
respect of your Performance Restricted Stock Units, and at any other time as reasonably requested by the Company in accordance with
applicable tax laws, you hereby authorize any required withholding from the Common Stock issuable to you and/or otherwise agree to make
adequate provision, including in cash, for any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the
Company or any Affiliate that arise in connection with your Award (the “Withholding Obligation”).  

(b) By accepting this Award, you acknowledge and agree that the Company or any Affiliate may, in its sole
discretion, satisfy all or any portion of the Withholding Obligation relating to your Performance Restricted Stock Units by any of the
following means or by a combination of such means: (i) causing you to pay any portion of the Withholding Obligation in cash; (ii)
withholding from any compensation otherwise payable to you by the Company; (iii) withholding shares of Common Stock from the shares of
Common Stock issued or otherwise issuable to you in connection with the Award with a Fair Market Value (measured as of the date shares of
Common Stock are issued pursuant to Section 6) equal to the amount of such Withholding Obligation; provided, however, that the number of
such shares of Common Stock so withheld will not exceed the amount necessary to satisfy the Withholding Obligation using the maximum
statutory withholding rates for federal, state, local and foreign tax purposes, including payroll taxes, that are applicable to supplemental
taxable income; and provided, further, that to the extent necessary to qualify for an exemption from application of Section 16(b) of the
Exchange Act, if applicable, such share withholding procedure will be subject to the express prior approval of the Board or the Company’s
Compensation Committee; and/or (iv) permitting or requiring you to enter into a “same day sale” commitment, if applicable, with a broker-
dealer that is a member of the Financial Industry Regulatory Authority (a “FINRA Dealer”), pursuant to this authorization and without
further consent,  whereby you irrevocably elect to sell a portion of the shares to be delivered in connection with your Performance Restricted
Stock Units to satisfy the Withholding Obligation and whereby the FINRA Dealer irrevocably commits to forward the proceeds necessary to
satisfy the Withholding Obligation directly to the Company and/or its Affiliates. Unless the Withholding Obligation is satisfied, the Company
shall have no obligation to deliver to you any Common Stock or any other consideration pursuant to this Award.

(c) In the event the Withholding Obligation arises prior to the delivery to you of Common Stock or it is
determined after the delivery of Common Stock to you that the amount of the Withholding Obligation was greater than the amount withheld
by the Company, you agree to indemnify and hold the Company harmless from any failure by the Company to withhold the proper amount.

12. TAX CONSEQUENCES.  The Company has no duty or obligation to minimize the tax consequences to you of this Award
and shall not be liable to you for any adverse tax consequences to you arising in connection with this Award. You are hereby advised to
consult with your own personal tax, financial and/or legal advisors regarding the tax consequences of this Award and by signing the Grant
Notice, you have agreed that you have done so or knowingly and voluntarily declined to do so. You understand that you (and not the
Company) shall be responsible for your own tax liability that may arise as a result of this investment or the transactions contemplated by this
Agreement.

13. UNSECURED OBLIGATION.  Your Award is unfunded, and as a holder of a vested Award, you shall be considered an
unsecured creditor of the Company with respect to the Company’s obligation, if any, to issue shares or other property pursuant to this
Agreement. You shall not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued pursuant to
this Agreement until such shares are issued to you pursuant to Section 6 of this Agreement. Upon such issuance, you will obtain full voting
and other rights as a stockholder of the Company. Nothing contained in this Agreement, and no action taken pursuant to its provisions, shall
create or be construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.



14. NOTICES.  Any notice or request required or permitted hereunder shall be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this Award by electronic means or to request your consent
to participate in the Plan by electronic means. By accepting this Award, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

15. HEADINGS.  The headings of the Sections in this Agreement are inserted for convenience only and shall not be deemed
to constitute a part of this Agreement or to affect the meaning of this Agreement.

16. MISCELLANEOUS.

(a) The rights and obligations of the Company under your Award shall be transferable by the Company to any
one or more persons or entities, and all covenants and agreements hereunder shall inure to the benefit of, and be enforceable by, the
Company’s successors and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your Award.

(c) You acknowledge and agree that you have reviewed your Award in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your Award and fully understand all provisions of your Award.

(d) This Agreement shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Agreement shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.

17. GOVERNING PLAN DOCUMENT.  Your Award is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your Award, and is further subject to all interpretations, amendments, rules and regulations which may from time to
time be promulgated and adopted pursuant to the Plan. Your Award (and any compensation paid or shares issued under your Award) is
subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing
regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to voluntarily terminate
employment upon a resignation for “good reason,” or for a “constructive termination” or any similar term under any plan of or agreement
with the Company.



18. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS.  The value of the Award subject to this Agreement shall not be included
as compensation, earnings, salaries, or other similar terms used when calculating benefits under any employee benefit plan (other than the
Plan) sponsored by the Company or any Affiliate except as such plan otherwise expressly provides. The Company expressly reserves its
rights to amend, modify, or terminate any or all of the employee benefit plans of the Company or any Affiliate.

19. SEVERABILITY.  If all or any part of this Agreement or the Plan is declared by any court or governmental authority to be
unlawful or invalid, such unlawfulness or invalidity shall not invalidate any portion of this Agreement or the Plan not declared to be unlawful
or invalid. Any Section of this Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a
manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.

20. OTHER DOCUMENTS. You hereby acknowledge receipt or the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act. In addition, you acknowledge receipt of the Company’s policy permitting
certain individuals to sell shares only during certain "window" periods and the Company's insider trading policy, in effect from time to time.

21. AMENDMENT.  This Agreement may not be modified, amended or terminated except by an instrument in writing, signed
by you and by a duly authorized representative of the Company. Notwithstanding the foregoing, this Agreement may be amended solely by
the Board by a writing which specifically states that it is amending this Agreement, so long as a copy of such amendment is delivered to you,
and provided that, except as otherwise expressly provided in the Plan, no such amendment materially adversely affecting your rights
hereunder may be made without your written consent. Without limiting the foregoing, the Board reserves the right to change, by written
notice to you, the provisions of this Agreement in any way it may deem necessary or advisable to carry out the purpose of the Award as a
result of any change in applicable laws or regulations or any future law, regulation, ruling, or judicial decision, provided that any such change
shall be applicable only to rights relating to that portion of the Award which is then subject to restrictions as provided herein.

22. COMPLIANCE WITH SECTION 409A OF THE CODE.  This Award is intended to be exempt from the application of Section
409A of the Code, including but not limited to by reason of complying with the “short-term deferral” rule set forth in Treasury Regulation
Section 1.409A-1(b)(4) and any ambiguities herein shall be interpreted accordingly.  Notwithstanding the foregoing, if it is determined that
the Award fails to satisfy the requirements of the short-term deferral rule and is otherwise not exempt from, and determined to be deferred
compensation subject to Section 409A of the Code, this Award shall comply with Section 409A to the extent necessary to avoid adverse
personal tax consequences and any ambiguities herein shall be interpreted accordingly.  If it is determined that the Award is deferred
compensation subject to Section 409A and you are a “Specified Employee” (within the meaning set forth in Section 409A(a)(2)(B)(i) of the
Code) as of the date of your  “Separation from Service” (as defined in Section 409A), then the issuance of any shares that would otherwise be
made upon the date of your Separation from Service or within the first six (6) months thereafter will not be made on the originally scheduled
date(s) and will instead be issued in a lump sum on the date that is six (6) months and one day after the date of the Separation from Service,
with the balance of the shares issued thereafter in accordance with the original vesting and issuance schedule set forth above, but if and only
if such delay in the issuance of the shares is necessary to avoid the imposition of adverse taxation on you in respect of the shares under
Section 409A of the Code. Each installment of shares that vests is intended to constitute a “separate payment” for purposes of Treasury
Regulation Section 1.409A-2(b)(2).

* * * * *
 

This Performance Restricted Stock Unit Award Agreement shall be deemed to be signed by the Company and the Participant upon
the signing by the Participant of the Performance Restricted Stock Unit Grant Notice to which it is attached.



ATTACHMENT II

2018 EQUITY INCENTIVE PLAN

Omitted pursuant to Regulation S-K Item 601(a)(5)



Exhibit 10.4
 

NEURONETICS, INC.
RESTRICTED STOCK UNIT GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby awards to Participant a Restricted Stock Unit Award for the number of shares of the Company’s Common Stock
(“Restricted Stock Units”) set forth below (the “Award”).  The Award is subject to all of the terms and conditions as set forth in this notice of grant (this
“Restricted Stock Unit Grant Notice”) and the Restricted Stock Unit Award Agreement (the “Award Agreement”), which is attached hereto and
incorporated herein in its entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this Award has been granted outside
of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units shall not count toward the Share Reserve. However, the Award
will be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  Capitalized terms not explicitly
defined herein shall have the meanings set forth in the Plan or the Award Agreement.  In the event of any conflict between the terms in this Restricted Stock
Unit Grant Notice or the Award Agreement and the Plan, the terms of the Plan shall control.  
 

Participant: [                    ]
Date of Grant: [                    ]
Vesting Commencement Date: [                    ]
Number of Restricted Stock Units: [                    ]

 
Vesting Schedule: [                    ]
  
Issuance Schedule: Subject to any Capitalization Adjustment, one share of Common Stock (or its cash equivalent, at the discretion of the

Company) will be issued for each Restricted Stock Unit that vests at the time set forth in Section 6 of the Award Agreement.
 
Additional Terms/Acknowledgements:  Participant acknowledges receipt of, and understands and agrees to, this Restricted Stock Unit Grant Notice, the
Award Agreement and the Plan. Participant further acknowledges that as of the Date of Grant, this Restricted Stock Unit Grant Notice, the Award
Agreement and the Plan set forth the entire understanding between Participant and the Company regarding the acquisition of the Common Stock pursuant
to the Award specified above and supersede all prior oral and written agreements on the terms of this Award, with the exception, if applicable, of (i)
restricted stock unit awards or options previously granted and delivered to Participant, (ii) the written employment agreement, offer letter or other written
agreement entered into between the Company and Participant specifying the terms that should govern this specific Award, and (iii) any compensation
recovery policy that is adopted by the Company or is otherwise required by applicable law.

By accepting this Award, Participant acknowledges having received and read the Restricted Stock Unit Grant Notice, the Award Agreement and the Plan
and agrees to all of the terms and conditions set forth in these documents.  Participant consents to receive Plan documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated by the
Company.
 
NEURONETICS, INC.  PARTICIPANT

     
   
By:   Signature
     
Title:   Date:  
     
Date:     
 
ATTACHMENTS: Award Agreement and 2018 Equity Incentive Plan
 

 



 
ATTACHMENT I

NEURONETICS, INC.

RESTRICTED STOCK UNIT AWARD AGREEMENT

Pursuant to the Restricted Stock Unit Grant Notice (the “Grant Notice”) and this Restricted Stock Unit Award Agreement (the
“Agreement”), Neuronetics, Inc. (the “Company”) has awarded you (“Participant”) a Restricted Stock Unit Award (the “Award”) for the
number of Restricted Stock Units/shares indicated in the Grant Notice. This is an inducement grant under NASDAQ Listing Rule 5635(c)
(4).  Accordingly, this Award has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock
Units shall not count toward the Share Reserve.  However, the Award will be governed in all respects as if issued under the Plan, which is
attached hereto and incorporated herein in its entirety.  Capitalized terms not explicitly defined in this Agreement or the Grant Notice shall
have the same meanings given to them in the Plan. The terms of your Award, in addition to those set forth in the Grant Notice, are as follows.

1. GRANT OF THE AWARD. This Award represents the right to be issued on a future date one (1) share of Common Stock for
each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under Section 3 below) as indicated in the
Grant Notice. As of the Date of Grant, the Company will credit to a bookkeeping account maintained by the Company for your benefit (the
“Account”) the number of Restricted Stock Units/shares of Common Stock subject to the Award. Notwithstanding the foregoing, the
Company reserves the right to issue you the cash equivalent of Common Stock, in part or in full satisfaction of the delivery of Common
Stock in connection with the vesting of the Restricted Stock Units, and, to the extent applicable, references in this Agreement and the Grant
Notice to Common Stock issuable in connection with your Restricted Stock Units will include the potential issuance of its cash equivalent
pursuant to such right.  This Award was granted in consideration of your services to the Company.

2. VESTING. Subject to the limitations contained herein, your Award will vest, if at all, in accordance with the vesting
schedule provided in the Grant Notice.  Vesting will cease upon the termination of your Continuous Service and the Restricted Stock Units
credited to the Account that were not vested on the date of such termination will be forfeited at no cost to the Company and you will have no
further right, title or interest in or to such Award or the shares of Common Stock to be issued in respect of such portion of the Award.

3. NUMBER OF SHARES. The number of Restricted Stock Units subject to your Award may be adjusted from time to time for
Capitalization Adjustments, as provided in the Plan. Any additional Restricted Stock Units, shares, cash or other property that becomes
subject to the Award pursuant to this Section 3, if any, shall be subject, in a manner determined by the Board, to the same forfeiture
restrictions, restrictions on transferability, and time and manner of delivery as applicable to the other Restricted Stock Units and shares
covered by your Award. Notwithstanding the provisions of this Section 3, no fractional shares or rights for fractional shares of Common
Stock shall be created pursuant to this Section 3. Any fraction of a share will be rounded down to the nearest whole share.

4. SECURITIES LAW COMPLIANCE. You may not be issued any Common Stock under your Award unless the shares of
Common Stock underlying the Restricted Stock Units are either (i) then registered under the Securities Act, or (ii) the Company has
determined that such issuance would be exempt from the registration requirements of the Securities Act. Your Award must also comply with
other applicable laws and regulations governing the Award, and you shall not receive such Common Stock if the Company determines that
such receipt would not be in material compliance with such laws and regulations.
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5. TRANSFER RESTRICTIONS. Prior to the time that shares of Common Stock have been delivered to you, you may not
transfer, pledge, sell or otherwise dispose of this Award or the shares issuable in respect of your Award, except as expressly provided in this
Section 5. For example, you may not use shares that may be issued in respect of your Restricted Stock Units as security for a loan. The
restrictions on transfer set forth herein will lapse upon delivery to you of shares in respect of your vested Restricted Stock Units.

(a) Death. Your Award is transferable by will and by the laws of descent and distribution. At your death,
vesting of your Award will cease and your executor or administrator of your estate shall be entitled to receive, on behalf of your estate, any
Common Stock or other consideration that vested but was not issued before your death.

(b) Domestic Relations Orders. Upon receiving written permission from the Board or its duly authorized
designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your right to receive the distribution of Common Stock or other consideration hereunder, pursuant to a domestic relations order,
marital settlement agreement or other divorce or separation instrument as permitted by applicable law that contains the information required
by the Company to effectuate the transfer. You are encouraged to discuss the proposed terms of any division of this Award with the Company
General Counsel prior to finalizing the domestic relations order or marital settlement agreement to verify that you may make such transfer,
and if so, to help ensure the required information is contained within the domestic relations order or marital settlement agreement.  

6. DATE OF ISSUANCE.

(a) The issuance of shares in respect of the Restricted Stock Units is intended to comply with Treasury
Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a manner.  Subject to the satisfaction of the Withholding
Obligation set forth in Section 11 of this Agreement, in the event one or more Restricted Stock Units vests, the Company shall issue to you
one (1) share of Common Stock for each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under
Section 3 above, and subject to any different provisions in the Grant Notice). Each issuance date determined by this paragraph is referred to
as an “Original Issuance Date”.

(b) If the Original Issuance Date falls on a date that is not a business day, delivery shall instead occur on the
next following business day. In addition, if:

(i) the Original Issuance Date does not occur (1) during an “open window period” applicable to you,
as determined by the Company in accordance with the Company’s then-effective policy on trading in Company securities, or (2) on a date
when you are otherwise permitted to sell shares of Common Stock on an established stock exchange or stock market (including but not
limited to under a previously established written trading plan that meets the requirements of Rule 10b5-1 under the Exchange Act and was
entered into in compliance with the Company's policies (a “10b5-1 Arrangement”)), and

(ii) either (1) a Withholding Obligation does not apply, or (2) the Company decides, prior to the
Original Issuance Date, (A) not to satisfy the Withholding Obligation by withholding shares of Common Stock from the shares otherwise
due, on the Original Issuance Date, to you under this Award, and (B) not to permit you to enter into a “same day sale” commitment with a
broker-dealer pursuant to Section 11 of this Agreement (including but not limited to a commitment under a 10b5-1 Arrangement) and (C) not
to permit you to pay your Withholding Obligation in cash, then the shares that would otherwise be issued to you on the Original Issuance
Date will not be delivered on such Original Issuance Date and will instead be delivered on the first business day when you are not prohibited
from selling shares of the
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Company’s Common Stock in the open public market, but in no event later than December 31 of the calendar year in which the Original
Issuance Date occurs (that is, the last day of your taxable year in which the Original Issuance Date occurs), or, if and only if permitted in a
manner that complies with Treasury Regulations Section 1.409A-1(b)(4), no later than the date that is the 15th day of the third calendar
month of the applicable year following the year in which the shares of Common Stock under this Award are no longer subject to a
“substantial risk of forfeiture” within the meaning of Treasury Regulations Section 1.409A-1(d).

(c) The form of delivery (e.g., a stock certificate or electronic entry evidencing such shares) shall be determined
by the Company.

7. DIVIDENDS.  You shall receive no benefit or adjustment to your Award with respect to any cash dividend, stock dividend
or other distribution that does not result from a Capitalization Adjustment; provided, however, that this sentence will not apply with respect
to any shares of Common Stock that are delivered to you in connection with your Award after such shares have been delivered to you.

8. RESTRICTIVE LEGENDS. The shares of Common Stock issued in respect of your Award shall be endorsed with appropriate
legends as determined by the Company.

9. EXECUTION OF DOCUMENTS. You hereby acknowledge and agree that the manner selected by the Company by which you
indicate your consent to your Grant Notice is also deemed to be your execution of your Grant Notice and of this Agreement. You further
agree that such manner of indicating consent may be relied upon as your signature for establishing your execution of any documents to be
executed in the future in connection with your Award.

10. AWARD NOT A SERVICE CONTRACT.

(a) Nothing in this Agreement (including, but not limited to, the vesting of your Award or the issuance of the
shares in respect of your Award), the Plan or any covenant of good faith and fair dealing that may be found implicit in this Agreement or the
Plan shall: (i) confer upon you any right to continue in the employ or service of, or affiliation with, the Company or an Affiliate; (ii)
constitute any promise or commitment by the Company or an Affiliate regarding the fact or nature of future positions, future work
assignments, future compensation or any other term or condition of employment or affiliation; (iii) confer any right or benefit under this
Agreement or the Plan unless such right or benefit has specifically accrued under the terms of this Agreement or Plan; or (iv) deprive the
Company of the right to terminate you at will and without regard to any future vesting opportunity that you may have.

(b) By accepting this Award, you acknowledge and agree that the right to continue vesting in the Award
pursuant to the vesting schedule provided in the Grant Notice may not be earned unless (in addition to any other conditions described in the
Grant Notice and this Agreement) you continue as an employee, director or consultant at the will of the Company and affiliate, as applicable
(not through the act of being hired, being granted this Award or any other award or benefit) and that the Company has the right to reorganize,
sell, spin-out or otherwise restructure one or more of its businesses or Affiliates at any time or from time to time, as it deems appropriate (a
“reorganization”). You acknowledge and agree that such a reorganization could result in the termination of your Continuous Service, or the
termination of Affiliate status of your employer and the loss of benefits available to you under this Agreement, including but not limited to,
the termination of the right to continue vesting in the Award. You further acknowledge and agree that this Agreement, the Plan, the
transactions contemplated hereunder and the vesting schedule set forth herein or any covenant of good faith and fair dealing that may be
found implicit in any of them do not constitute an express or implied promise of continued engagement as an employee or consultant for the
term of this Agreement, for any period, or at all, and shall not interfere in any way with the Company’s right to terminate your Continuous
Service at any time, with or without your cause or notice, or to conduct a reorganization.
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11. WITHHOLDING OBLIGATION.

(a) On each vesting date, and on or before the time you receive a distribution of the shares of Common Stock in
respect of your Restricted Stock Units, and at any other time as reasonably requested by the Company in accordance with applicable tax laws,
you hereby authorize any required withholding from the Common Stock issuable to you and/or otherwise agree to make adequate provision,
including in cash, for any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the Company or any
Affiliate that arise in connection with your Award (the “Withholding Obligation”).  

(b) By accepting this Award, you acknowledge and agree that the Company or any Affiliate may, in its sole
discretion, satisfy all or any portion of the Withholding Obligation relating to your Restricted Stock Units by any of the following means or
by a combination of such means: (i) causing you to pay any portion of the Withholding Obligation in cash; (ii) withholding from any
compensation otherwise payable to you by the Company; (iii) withholding shares of Common Stock from the shares of Common Stock
issued or otherwise issuable to you in connection with the Award with a Fair Market Value (measured as of the date shares of Common Stock
are issued pursuant to Section 6) equal to the amount of such Withholding Obligation; provided, however, that the number of such shares of
Common Stock so withheld will not exceed the amount necessary to satisfy the Withholding Obligation using the maximum statutory
withholding rates for federal, state, local and foreign tax purposes, including payroll taxes, that are applicable to supplemental taxable
income; and provided, further, that to the extent necessary to qualify for an exemption from application of Section 16(b) of the Exchange Act,
if applicable, such share withholding procedure will be subject to the express prior approval of the Board or the Company’s Compensation
Committee; and/or (iv) permitting or requiring you to enter into a “same day sale” commitment, if applicable, with a broker-dealer that is a
member of the Financial Industry Regulatory Authority (a “FINRA Dealer”), pursuant to this authorization and without further consent,
whereby you irrevocably elect to sell a portion of the shares to be delivered in connection with your Restricted Stock Units to satisfy the
Withholding Obligation and whereby the FINRA Dealer irrevocably commits to forward the proceeds necessary to satisfy the Withholding
Obligation directly to the Company and/or its Affiliates. Unless the Withholding Obligation is satisfied, the Company shall have no
obligation to deliver to you any Common Stock or any other consideration pursuant to this Award.

(c) In the event the Withholding Obligation arises prior to the delivery to you of Common Stock or it is
determined after the delivery of Common Stock to you that the amount of the Withholding Obligation was greater than the amount withheld
by the Company, you agree to indemnify and hold the Company harmless from any failure by the Company to withhold the proper amount.

12. TAX CONSEQUENCES.  The Company has no duty or obligation to minimize the tax consequences to you of this Award
and shall not be liable to you for any adverse tax consequences to you arising in connection with this Award. You are hereby advised to
consult with your own personal tax, financial and/or legal advisors regarding the tax consequences of this Award and by signing the Grant
Notice, you have agreed that you have done so or knowingly and voluntarily declined to do so. You understand that you (and not the
Company) shall be responsible for your own tax liability that may arise as a result of this investment or the transactions contemplated by this
Agreement.

13. UNSECURED OBLIGATION. Your Award is unfunded, and as a holder of a vested Award, you shall be considered an
unsecured creditor of the Company with respect to the Company’s obligation, if any, to issue shares or other property pursuant to this
Agreement. You shall not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued pursuant to
this Agreement until such shares are issued to you pursuant to Section 6 of this Agreement. Upon such issuance, you will obtain full voting
and other rights as a stockholder of the Company. Nothing contained in this Agreement, and no action taken pursuant to its provisions, shall
create or be construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.
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14. NOTICES. Any notice or request required or permitted hereunder shall be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this Award by electronic means or to request your consent
to participate in the Plan by electronic means. By accepting this Award, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

15. HEADINGS. The headings of the Sections in this Agreement are inserted for convenience only and shall not be deemed
to constitute a part of this Agreement or to affect the meaning of this Agreement.

16. MISCELLANEOUS.

(a) The rights and obligations of the Company under your Award shall be transferable by the Company to any
one or more persons or entities, and all covenants and agreements hereunder shall inure to the benefit of, and be enforceable by, the
Company’s successors and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your Award.

(c) You acknowledge and agree that you have reviewed your Award in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your Award and fully understand all provisions of your Award.

(d) This Agreement shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Agreement shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.

17. GOVERNING PLAN DOCUMENT. Your Award is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your Award, and is further subject to all interpretations, amendments, rules and regulations which may from time to
time be promulgated and adopted pursuant to the Plan. Your Award (and any compensation paid or shares issued under your Award) is
subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing
regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to voluntarily terminate
employment upon a resignation for “good reason,” or for a “constructive termination” or any similar term under any plan of or agreement
with the Company.

18. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of the Award subject to this Agreement shall not be included as
compensation, earnings, salaries, or other similar terms used when calculating benefits under any employee benefit plan (other than the Plan)
sponsored by the Company or any Affiliate except as such plan otherwise expressly provides. The Company expressly reserves its rights to
amend, modify, or terminate any or all of the employee benefit plans of the Company or any Affiliate.
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19. SEVERABILITY. If all or any part of this Agreement or the Plan is declared by any court or governmental authority to be
unlawful or invalid, such unlawfulness or invalidity shall not invalidate any portion of this Agreement or the Plan not declared to be unlawful
or invalid. Any Section of this Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a
manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.

20. OTHER DOCUMENTS. You hereby acknowledge receipt or the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act. In addition, you acknowledge receipt of the Company’s policy permitting
certain individuals to sell shares only during certain "window" periods and the Company's insider trading policy, in effect from time to time.

21. AMENDMENT. This Agreement may not be modified, amended or terminated except by an instrument in writing, signed
by you and by a duly authorized representative of the Company. Notwithstanding the foregoing, this Agreement may be amended solely by
the Board by a writing which specifically states that it is amending this Agreement, so long as a copy of such amendment is delivered to you,
and provided that, except as otherwise expressly provided in the Plan, no such amendment materially adversely affecting your rights
hereunder may be made without your written consent. Without limiting the foregoing, the Board reserves the right to change, by written
notice to you, the provisions of this Agreement in any way it may deem necessary or advisable to carry out the purpose of the Award as a
result of any change in applicable laws or regulations or any future law, regulation, ruling, or judicial decision, provided that any such change
shall be applicable only to rights relating to that portion of the Award which is then subject to restrictions as provided herein.

22. COMPLIANCE WITH SECTION 409A OF THE CODE. This Award is intended to be exempt from the application of Section
409A of the Code, including but not limited to by reason of complying with the “short-term deferral” rule set forth in Treasury Regulation
Section 1.409A-1(b)(4) and any ambiguities herein shall be interpreted accordingly.  Notwithstanding the foregoing, if it is determined that
the Award fails to satisfy the requirements of the short-term deferral rule and is otherwise not exempt from, and determined to be deferred
compensation subject to Section 409A of the Code, this Award shall comply with Section 409A to the extent necessary to avoid adverse
personal tax consequences and any ambiguities herein shall be interpreted accordingly.  If it is determined that the Award is deferred
compensation subject to Section 409A and you are a “Specified Employee” (within the meaning set forth in Section 409A(a)(2)(B)(i) of the
Code) as of the date of your “Separation from Service” (as defined in Section 409A), then the issuance of any shares that would otherwise be
made upon the date of your Separation from Service or within the first six (6) months thereafter will not be made on the originally scheduled
date(s) and will instead be issued in a lump sum on the date that is six (6) months and one day after the date of the Separation from Service,
with the balance of the shares issued thereafter in accordance with the original vesting and issuance schedule set forth above, but if and only
if such delay in the issuance of the shares is necessary to avoid the imposition of adverse taxation on you in respect of the shares under
Section 409A of the Code. Each installment of shares that vests is intended to constitute a “separate payment” for purposes of Treasury
Regulation Section 1.409A-2(b)(2).

* * * * *

This Restricted Stock Unit Award Agreement shall be deemed to be signed by the Company and the Participant upon the signing
by the Participant of the Restricted Stock Unit Grant Notice to which it is attached.
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Omitted pursuant to Regulation S-K Item 601(a)(5)
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Exhibit 10.5

 
NEURONETICS, INC.

STOCK OPTION GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby grants to Optionholder an option to purchase the number of shares of the Company’s Common Stock set forth
below.  This option is subject to all of the terms and conditions as set forth in this Stock Option Grant Notice, in the Option Agreement and the Notice of
Exercise, all of which are attached hereto and incorporated herein in their entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)
(4).  Accordingly, this stock option has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units
shall not count toward the Share Reserve. However, this stock option will be governed in all respects as if issued under the Plan, which is attached hereto
and incorporated herein in its entirety.  Capitalized terms not explicitly defined herein but defined in the Plan or the Option Agreement will have the same
definitions as in the Plan or the Option Agreement. If there is any conflict between the terms in this Stock Option Grant Notice and the Plan, the terms of
the Plan will control.
 

Optionholder: [                    ]
Date of Grant: [                    ]
Vesting Commencement Date: [                    ]
Number of Shares Subject to Option: [                    ]
Exercise Price (Per Share): [                    ]
Total Exercise Price: [                    ]
  
Expiration Date: [                    ]

 
Type of Grant:  ☐  Incentive Stock Option1 ☐  Nonstatutory Stock Option
        
Exercise Schedule:  Same as Vesting Schedule    
        
Vesting Schedule:  [                    ]    
        
Payment:  By one or a combination of the following items (described in the Option Agreement):
        
  ☐  By cash, check, bank draft or money order payable to the Company
  ☐  Pursuant to a Regulation T Program if the shares are publicly traded
  ☐  By delivery of already-owned shares if the shares are publicly traded
  ☐  If and only to the extent this option is a Nonstatutory Stock Option, and subject to the Company’s consent at the time of

exercise, by a “net exercise” arrangement
 

 
1 If this is an Incentive Stock Option, it (plus other outstanding Incentive Stock Options) cannot be first exercisable for more than $100,000 in value (measured by exercise

price) in any calendar year.  Any excess over $100,000 is a Nonstatutory Stock Option.
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Additional Terms/Acknowledgements:  Optionholder acknowledges receipt of, and understands and agrees to, this Stock Option Grant Notice, the Option
Agreement and the Plan.  Optionholder acknowledges and agrees that this Stock Option Grant Notice and the Option Agreement may not be modified,
amended or revised except as provided in the Plan. Optionholder further acknowledges that as of the Date of Grant, this Stock Option Grant Notice, the
Option Agreement, and the Plan set forth the entire understanding between Optionholder and the Company regarding this option award and supersede all
prior oral and written agreements, promises and/or representations on that subject with the exception of, if applicable, (i) equity awards previously granted
and delivered to Optionholder, (ii) any compensation recovery policy that is adopted by the Company or is otherwise required by applicable law and
(iii) any written employment agreement, severance agreement, offer letter or other written agreement entered into between the Company and Participant
specifying the terms that should govern this specific option.  By accepting this option, Optionholder consents to receive such documents by electronic
delivery and to participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

 
NEURONETICS, INC.  OPTIONHOLDER:
     
   
By:    Signature
     
Title:   Date:  
     
Date:     
 

ATTACHMENTS:  Option Agreement, 2018 Equity Incentive Plan and Notice of Exercise
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ATTACHMENT I

NEURONETICS, INC.
 

OPTION AGREEMENT
(NONSTATUTORY STOCK OPTION)

Pursuant to your Stock Option Grant Notice (“Grant Notice”) and this Option Agreement, Neuronetics, Inc. (the “Company”) to
purchase the number of shares of the Company’s Common Stock indicated in your Grant Notice at the exercise price indicated in your Grant
Notice.  The option is granted to you effective as of the date of grant set forth in the Grant Notice (the “Date of Grant”).  This is an
inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this stock option has been granted outside of the Company’s 2018
Equity Incentive Plan (the “Plan”), and the Restricted Stock Units shall not count toward the Share Reserve.  However, this stock option will
be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  If there is any conflict
between the terms in this Option Agreement and the Plan, the terms of the Plan will control. Capitalized terms not explicitly defined in this
Option Agreement or in the Grant Notice but defined in the Plan will have the same definitions as in the Plan.

The details of your option, in addition to those set forth in the Grant Notice and the Plan, are as follows:

1. VESTING.  Subject to the provisions contained herein, your option will vest as provided in your Grant Notice.  Vesting
will cease upon the termination of your Continuous Service.

2. NUMBER OF SHARES AND EXERCISE PRICE.  The number of shares of Common Stock subject to your option and your
exercise price per share in your Grant Notice will be adjusted for Capitalization Adjustments.

3. EXERCISE RESTRICTION FOR NON-EXEMPT EMPLOYEES.  If you are an Employee eligible for overtime compensation under
the Fair Labor Standards Act of 1938, as amended (that is, a “Non-Exempt Employee”), and except as otherwise provided in the Plan, you
may not exercise your option until you have completed at least six (6) months of Continuous Service measured from the Date of Grant, even
if you have already been an employee for more than six (6) months. Consistent with the provisions of the Worker Economic Opportunity Act,
you may exercise your option as to any vested portion prior to such six (6) month anniversary in the case of (i) your death or disability, (ii) a
Corporate Transaction in which your option is not assumed, continued or substituted, (iii) a Change in Control or (iv) your termination of
Continuous Service on your “retirement” (as defined in the Company’s benefit plans).  

4. METHOD OF PAYMENT.  You must pay the full amount of the exercise price for the shares you wish to exercise.  You may
pay the exercise price in cash or by check, bank draft or money order payable to the Company or in any other manner permitted by your
Grant Notice, which may include one or more of the following:

(a) Provided that at the time of exercise the Common Stock is publicly traded, pursuant to a program developed
under Regulation T as promulgated by the Federal Reserve Board that, prior to the issuance of Common Stock, results in either the receipt of
cash (or check) by the Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the sales
proceeds.  This manner of payment is also known as a “broker-assisted exercise”, “same day sale”, or “sell to cover”.
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(b) Provided that at the time of exercise the Common Stock is publicly traded, by delivery to the Company

(either by actual delivery or attestation) of already-owned shares of Common Stock that are owned free and clear of any liens, claims,
encumbrances or security interests, and that are valued at Fair Market Value on the date of exercise.  “Delivery” for these purposes, in the
sole discretion of the Company at the time you exercise your option, will include delivery to the Company of your attestation of ownership of
such shares of Common Stock in a form approved by the Company.  You may not exercise your option by delivery to the Company of
Common Stock if doing so would violate the provisions of any law, regulation or agreement restricting the redemption of the Company’s
stock.

(c) If this option is a Nonstatutory Stock Option, subject to the consent of the Company at the time of exercise,
by a “net exercise” arrangement pursuant to which the Company will reduce the number of shares of Common Stock issued upon exercise of
your option by the largest whole number of shares with a Fair Market Value that does not exceed the aggregate exercise price.  You must pay
any remaining balance of the aggregate exercise price not satisfied by the “net exercise” in cash or other permitted form of payment.  Shares
of Common Stock will no longer be outstanding under your option and will not be exercisable thereafter if those shares (i) are used to pay the
exercise price pursuant to the “net exercise,” (ii) are delivered to you as a result of such exercise, and (iii) are withheld to satisfy your tax
withholding obligations.

5. WHOLE SHARES.  You may exercise your option only for whole shares of Common Stock.

6. SECURITIES LAW COMPLIANCE.  In no event may you exercise your option unless the shares of Common Stock issuable
upon exercise are then registered under the Securities Act or, if not registered, the Company has determined that your exercise and the
issuance of the shares would be exempt from the registration requirements of the Securities Act.  The exercise of your option also must
comply with all other applicable laws and regulations governing your option, and you may not exercise your option if the Company
determines that such exercise would not be in material compliance with such laws and regulations (including any restrictions on exercise
required for compliance with Treas. Reg. 1.401(k)-1(d)(3), if applicable).

7. TERM.  You may not exercise your option before the Date of Grant or after the expiration of the option’s term.  The term
of your option expires, subject to the provisions of Section 5(h) of the Plan, upon the earliest of the following:

(a) immediately upon the termination of your Continuous Service for Cause;

(b) three (3) months after the termination of your Continuous Service for any reason other than Cause, your
Disability or your death (except as otherwise provided in Section 8(d) below); provided, however, that if during any part of such three (3)
month period your option is not exercisable solely because of the condition set forth in the section above regarding “Securities Law
Compliance,” your option will not expire until the earlier of the Expiration Date or until it has been exercisable for an aggregate period of
three (3) months after the termination of your Continuous Service; provided further, if during any part of such three (3) month period, the sale
of any Common Stock received upon exercise of your option would violate the Company’s insider trading policy, then your option will not
expire until the earlier of the Expiration Date or until it has been exercisable for an aggregate period of three (3) months after the termination
of your Continuous Service during which the sale of the Common Stock received upon exercise of your option would not be in violation of
the Company’s insider trading policy.  Notwithstanding the foregoing, if (i) you are a Non-Exempt Employee, (ii) your Continuous Service
terminates within six (6) months after the Date of Grant, and (iii) you have vested in a portion of your option at the time of your termination
of Continuous Service, your option will not expire until the earlier of (x) the later of (A) the date that is seven (7) months after the Date of
Grant, and (B) the date that is three (3) months after the termination of your Continuous Service, and (y) the Expiration Date;
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(c) twelve (12) months after the termination of your Continuous Service due to your Disability (except as

otherwise provided in Section 7(d)) below;

(d) eighteen (18) months after your death if you die either during your Continuous Service or within three (3)
months after your Continuous Service terminates for any reason other than Cause;

(e) the Expiration Date indicated in your Grant Notice; or

(f) the day before the tenth (10th) anniversary of the Date of Grant.

If your option is an Incentive Stock Option, note that to obtain the federal income tax advantages associated with an Incentive
Stock Option, the Code requires that at all times beginning on the Date of Grant and ending on the day three (3) months before the date of
your option’s exercise, you must be an employee of the Company or an Affiliate, except in the event of your death or Disability.  The
Company has provided for extended exercisability of your option under certain circumstances for your benefit but cannot guarantee that your
option will necessarily be treated as an Incentive Stock Option if you continue to provide services to the Company or an Affiliate as a
Consultant or Director after your employment terminates or if you otherwise exercise your option more than three (3) months after the date
your employment with the Company or an Affiliate terminates.

8. EXERCISE.

(a) You may exercise the vested portion of your option (and the unvested portion of your option if your Grant
Notice so permits) during its term by (i) delivering a Notice of Exercise (in a form designated by the Company) or completing such other
documents and/or procedures designated by the Company for exercise and (ii) paying the exercise price and any applicable withholding taxes
to the Company’s Secretary, stock plan administrator, or such other person as the Company may designate, together with such additional
documents as the Company may then require.

(b) By exercising your option you agree that, as a condition to any exercise of your option, the Company may
require you to enter into an arrangement providing for the payment by you to the Company of any tax withholding obligation of the
Company arising by reason of (i) the exercise of your option, (ii) the lapse of any substantial risk of forfeiture to which the shares of
Common Stock are subject at the time of exercise, or (iii) the disposition of shares of Common Stock acquired upon such exercise.

(c) If your option is an Incentive Stock Option, by exercising your option you agree that you will notify the
Company in writing within fifteen (15) days after the date of any disposition of any of the shares of the Common Stock issued upon exercise
of your option that occurs within two (2) years after the Date of Grant or within one (1) year after such shares of Common Stock are
transferred upon exercise of your option.

9. TRANSFERABILITY.  Except as otherwise provided in this Section 9, your option is not transferable, except by will or by
the laws of descent and distribution, and is exercisable during your life only by you.  

(a) Certain Trusts.  Upon receiving written permission from the Board or its duly authorized designee, you
may transfer your option to a trust if you are considered to be the sole beneficial owner (determined under Section 671 of the Code and
applicable state law) while the option is held in the trust.  You and the trustee must enter into transfer and other agreements required by the
Company.  
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(b) Domestic Relations Orders.  Upon receiving written permission from the Board or its duly authorized

designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your option pursuant to the terms of a domestic relations order, official marital settlement agreement or other divorce or separation
instrument as permitted by Treasury Regulation 1.421-1(b)(2) that contains the information required by the Company to effectuate the
transfer.  You are encouraged to discuss the proposed terms of any division of this option with the Company prior to finalizing the domestic
relations order or marital settlement agreement to help ensure the required information is contained within the domestic relations order or
marital settlement agreement.  If this option is an Incentive Stock Option, this option may be deemed to be a Nonstatutory Stock Option as a
result of such transfer.

(c) Beneficiary Designation.  Upon receiving written permission from the Board or its duly authorized
designee, you may, by delivering written notice to the Company, in a form approved by the Company and any broker designated by the
Company to handle option exercises, designate a third party who, on your death, will thereafter be entitled to exercise this option and receive
the Common Stock or other consideration resulting from such exercise.  In the absence of such a designation, your executor or administrator
of your estate will be entitled to exercise this option and receive, on behalf of your estate, the Common Stock or other consideration resulting
from such exercise.

10. OPTION NOT A SERVICE CONTRACT.  Your option is not an employment or service contract, and nothing in your option
will be deemed to create in any way whatsoever any obligation on your part to continue in the employ of the Company or an Affiliate, or of
the Company or an Affiliate to continue your employment.  In addition, nothing in your option will obligate the Company or an Affiliate,
their respective stockholders, boards of directors, officers or employees to continue any relationship that you might have as a Director or
Consultant for the Company or an Affiliate.

11. WITHHOLDING OBLIGATIONS.

(a) At the time you exercise your option, in whole or in part, and at any time thereafter as requested by the
Company, you hereby authorize withholding from payroll and any other amounts payable to you, and otherwise agree to make adequate
provision for (including by means of a “same day sale” pursuant to a program developed under Regulation T as promulgated by the Federal
Reserve Board to the extent permitted by the Company), any sums required to satisfy the federal, state, local and foreign tax withholding
obligations of the Company or an Affiliate, if any, which arise in connection with the exercise of your option.  

(b) If this option is a Nonstatutory Stock Option, then upon your request and subject to approval by the
Company, and compliance with any applicable legal conditions or restrictions, the Company may withhold from fully vested shares of
Common Stock otherwise issuable to you upon the exercise of your option a number of whole shares of Common Stock having a Fair Market
Value, determined by the Company as of the date of exercise, not in excess of the maximum amount of tax required to be withheld by law (or
such lower amount as may be necessary to avoid classification of your option as a liability for financial accounting
purposes).    Notwithstanding the filing of such election, shares of Common Stock shall be withheld solely from fully vested shares of
Common Stock determined as of the date of exercise of your option that are otherwise issuable to you upon such exercise.  Any adverse
consequences to you arising in connection with such share withholding procedure shall be your sole responsibility.

(c) You may not exercise your option unless the tax withholding obligations of the Company and/or any
Affiliate are satisfied.  Accordingly, you may not be able to exercise your option when desired even though your option is vested, and the
Company will have no obligation to issue a certificate for such shares of Common Stock or release such shares of Common Stock from any
escrow provided for herein, if applicable, unless such obligations are satisfied.
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12. TAX CONSEQUENCES. You hereby agree that the Company does not have a duty to design or administer the Plan or its

other compensation programs in a manner that minimizes your tax liabilities. You will not make any claim against the Company, or any of its
Officers, Directors, Employees or Affiliates related to tax liabilities arising from your option or your other compensation. In particular, you
acknowledge that this option is exempt from Section 409A of the Code only if the exercise price per share specified in the Grant Notice is at
least equal to the “fair market value” per share of the Common Stock on the Date of Grant and there is no other impermissible deferral of
compensation associated with the option.

13. NOTICES.  Any notices provided for in your option or the Plan will be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company.  The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this option by electronic means or to request your consent
to participate in the Plan by electronic means.  By accepting this option, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

14. GOVERNING PLAN DOCUMENT.  Your option is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your option, and is further subject to all interpretations, amendments, rules and regulations, which may from time to
time be promulgated and adopted pursuant to the Plan.  If there is any conflict between the provisions of your option and those of the Plan,
the provisions of the Plan will control.  In addition, your option (and any compensation paid or shares issued under your option) is subject to
recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing regulations
thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by applicable law.

15. OTHER DOCUMENTS.  You hereby acknowledge receipt of and the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act, which includes the Plan prospectus.  In addition, you acknowledge receipt
of the Company’s policy permitting certain individuals to sell shares only during certain “window” periods and the Company’s insider
trading policy, in effect from time to time.

16. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS.  The value of this option will not be included as compensation, earnings,
salaries, or other similar terms used when calculating your benefits under any employee benefit plan sponsored by the Company or any
Affiliate, except as such plan otherwise expressly provides. The Company expressly reserves its rights to amend, modify, or terminate any of
the Company’s or any Affiliate’s employee benefit plans.

17. VOTING RIGHTS.  You will not have voting or any other rights as a stockholder of the Company with respect to the
shares to be issued pursuant to this option until such shares are issued to you.   Upon such issuance, you will obtain full voting and other
rights as a stockholder of the Company.  Nothing contained in this option, and no action taken pursuant to its provisions, will create or be
construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.

18. SEVERABILITY.  If all or any part of this Option Agreement or the Plan is declared by any court or governmental
authority to be unlawful or invalid, such unlawfulness or invalidity will not invalidate any portion of this Option Agreement or the Plan not
declared to be unlawful or invalid.  Any Section of this Option Agreement (or part of such a Section) so declared to be unlawful or invalid
shall, if possible, be construed in a manner which will give effect to the terms of such Section or part of a Section to the fullest extent
possible while remaining lawful and valid.
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19. MISCELLANEOUS.

(a) The rights and obligations of the Company under your option will be transferable to any one or more
persons or entities, and all covenants and agreements hereunder will inure to the benefit of, and be enforceable by the Company’s successors
and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your option.

(c) You acknowledge and agree that you have reviewed your option in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your option, and fully understand all provisions of your option.

(d) This Option Agreement will be subject to all applicable laws, rules, and regulations, and to such approvals
by any governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Option Agreement will be binding on any successor
to the Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of
all or substantially all of the business and/or assets of the Company.
 

* * *
 

This Option Agreement will be deemed to be signed by you upon the signing by you of the Stock Option Grant Notice to which it
is attached.
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ATTACHMENT II

2018 EQUITY INCENTIVE PLAN

Omitted pursuant to Regulation S-K Item 601(a)(5)
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ATTACHMENT III

NOTICE OF EXERCISE

NEURONETICS, INC.

Date of Exercise: _______________

This constitutes notice to Neuronetics, Inc. (the “Company”) under my stock option that I elect to purchase the below number of
shares of Common Stock of the Company (the “Shares”) for the price set forth below.
 

Type of option (check one): Incentive  ☐ Nonstatutory  ☐

Stock option dated: _______________ _______________

Number of Shares as
to which option is
exercised: _______________ _______________

Certificates to be
issued in name of: _______________ _______________

Total exercise price: $______________ $______________

Cash payment delivered
herewith: $______________ $______________

 
[Value of ________ Shares delivered herewith1: $______________ $______________]

[Value of ________ Shares pursuant to net
exercise2: $______________ $______________]

[Regulation T Program (cashless exercise3): $______________ $______________]

 
 
1    Shares must meet the public trading requirements set forth in the option.  Shares must be valued in accordance with the terms of the

option being exercised, and must be owned free and clear of any liens, claims, encumbrances or security interests.  Certificates must be
endorsed or accompanied by an executed assignment separate from certificate.

2    The option must be a Nonstatutory Stock Option, and the Company must have established net exercise procedures at the time of exercise,
in order to utilize this payment method.

3    Shares must meet the public trading requirements set forth in the option.  
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By this exercise, I agree (i) to provide such additional documents as you may require pursuant to the terms of the Neuronetics, Inc.

2018 Equity Incentive Plan, (ii) to provide for the payment by me to you (in the manner designated by you) of your withholding obligation, if
any, relating to the exercise of this option, and (iii) if this exercise relates to an incentive stock option, to notify you in writing within fifteen
(15) days after the date of any disposition of any of the Shares issued upon exercise of this option that occurs within two (2) years after the
date of grant of this option or within one (1) year after such Shares are issued upon exercise of this option.
 

Very truly yours,
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Exhibit 10.6
NEURONETICS, INC.

PERFORMANCE RESTRICTED STOCK UNIT GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby awards to Participant a Restricted Stock Unit Award for the number of shares of the Company’s Common Stock
(“Restricted Stock Units”) set forth below (the “Award”).  The Award is subject to all of the terms and conditions as set forth in this notice of grant (this
“Performance Restricted Stock Unit Grant Notice”) and the Restricted Stock Unit Award Agreement (the “Award Agreement”), which is attached hereto
and incorporated herein in its entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this Award has been granted
outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units shall not count toward the Share Reserve. However, the
Award will be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  Capitalized terms not
explicitly defined herein shall have the meanings set forth in the Plan or the Award Agreement.  In the event of any conflict between the terms in this
Restricted Stock Unit Grant Notice or the Award Agreement and the Plan, the terms of the Plan shall control.  

 
Participant:  Keith Sullivan
Date of Grant:  July 14, 2020
Number of Restricted Stock Units:  500,000
 

Vesting Schedule: The Restricted Stock Units will vest based on appreciation of the Company’s Common Stock price, measured using a
trailing 30-day volume weighted average price (“30 Day VWAP”) of a share of the Company’s Common Stock.  The
specifics of such vesting are set forth in a notice delivered by the Company to Participant on the Date of Grant.

Issuance Schedule: Subject to any Capitalization Adjustment, one share of Common Stock (or its cash equivalent, at the discretion of the
Company) will be issued for each Restricted Stock Unit that vests at the time set forth in Section 6 of the Award
Agreement.

Additional Terms/Acknowledgements:  Participant acknowledges receipt of, and understands and agrees to, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan. Participant further acknowledges that as of the Date of Grant, this Performance Restricted Stock Unit Grant
Notice, the Award Agreement and the Plan set forth the entire understanding between Participant and the Company regarding the acquisition of the
Common Stock pursuant to the Award specified above and supersede all prior oral and written agreements on the terms of this Award, with the exception, if
applicable, of (i) restricted stock unit awards or options previously granted and delivered to Participant, (ii) the written employment agreement, offer letter
or other written agreement entered into between the Company and Participant specifying the terms that should govern this specific Award, and (iii) any
compensation recovery policy that is adopted by the Company or is otherwise required by applicable law.

By accepting this Award, Participant acknowledges having received and read this Performance Restricted Stock Unit Grant Notice, the Award Agreement
and the Plan and agrees to all of the terms and conditions set forth in these documents.  Participant consents to receive Plan documents by electronic
delivery and to participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.
 
NEURONETICS, INC.  PARTICIPANT

   
/s/ W. Andrew Macan  /s/ Keith J. Sullivan
By: W. Andrew Macan                                 Signature
     
Title:Office of the President, SVP & GC  Date:July 14, 2020
     
Date:July 14, 2020    
     
ATTACHMENTS: Award Agreement and 2018 Equity Incentive Plan

 



 
ATTACHMENT I

NEURONETICS, INC.

PERFORMANCE RESTRICTED STOCK UNIT AWARD AGREEMENT

Pursuant to the Performance Restricted Stock Unit Grant Notice (the “Grant Notice”) and this Restricted Stock Unit Award
Agreement (the “Agreement”), Neuronetics, Inc. (the “Company”) has awarded you (“Participant”) a Restricted Stock Unit Award (the
“Award”) for the number of Restricted Stock Units/shares indicated in the Grant Notice. This is an inducement grant under NASDAQ Listing Rule
5635(c)(4).  Accordingly, this Award has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units
shall not count toward the Share Reserve. However, the Award will be governed in all respects as if issued under the Plan, which is attached hereto and
incorporated herein in its entirety.  Capitalized terms not explicitly defined in this Agreement or the Grant Notice shall have the same meanings
given to them in the Plan. The terms of your Award, in addition to those set forth in the Grant Notice, are as follows.

1. GRANT OF THE AWARD. This Award represents the right to be issued on a future date one (1) share of Common Stock for
each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under Section 3 below) as indicated in the
Grant Notice. As of the Date of Grant, the Company will credit to a bookkeeping account maintained by the Company for your benefit (the
“Account”) the number of Restricted Stock Units/shares of Common Stock subject to the Award. Notwithstanding the foregoing, the
Company reserves the right to issue you the cash equivalent of Common Stock, in part or in full satisfaction of the delivery of Common
Stock in connection with the vesting of the Restricted Stock Units, and, to the extent applicable, references in this Agreement and the Grant
Notice to Common Stock issuable in connection with your Restricted Stock Units will include the potential issuance of its cash equivalent
pursuant to such right.  This Award was granted in consideration of your services to the Company.

2. VESTING. Subject to the limitations contained herein, your Award will vest, if at all, in accordance with the vesting
schedule provided in the Grant Notice.  Vesting will cease upon the termination of your Continuous Service and the Restricted Stock Units
credited to the Account that were not vested on the date of such termination will be forfeited at no cost to the Company and you will have no
further right, title or interest in or to such Award or the shares of Common Stock to be issued in respect of such portion of the Award.

3. NUMBER OF SHARES. The number of Restricted Stock Units subject to your Award may be adjusted from time to time for
Capitalization Adjustments, as provided in the Plan. Any additional Restricted Stock Units, shares, cash or other property that becomes
subject to the Award pursuant to this Section 3, if any, shall be subject, in a manner determined by the Board, to the same forfeiture
restrictions, restrictions on transferability, and time and manner of delivery as applicable to the other Restricted Stock Units and shares
covered by your Award. Notwithstanding the provisions of this Section 3, no fractional shares or rights for fractional shares of Common
Stock shall be created pursuant to this Section 3. Any fraction of a share will be rounded down to the nearest whole share.

4. SECURITIES LAW COMPLIANCE. You may not be issued any Common Stock under your Award unless the shares of
Common Stock underlying the Restricted Stock Units are either (i) then registered under the Securities Act, or (ii) the Company has
determined that such issuance would be exempt from the registration requirements of the Securities Act. Your Award must also comply with
other applicable laws and regulations governing the Award, and you shall not receive such Common Stock if the Company determines that
such receipt would not be in material compliance with such laws and regulations.
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5. TRANSFER RESTRICTIONS. Prior to the time that shares of Common Stock have been delivered to you, you may not
transfer, pledge, sell or otherwise dispose of this Award or the shares issuable in respect of your Award, except as expressly provided in this
Section 5. For example, you may not use shares that may be issued in respect of your Restricted Stock Units as security for a loan. The
restrictions on transfer set forth herein will lapse upon delivery to you of shares in respect of your vested Restricted Stock Units.

(a) Death.  Your Award is transferable by will and by the laws of descent and distribution. At your death,
vesting of your Award will cease and your executor or administrator of your estate shall be entitled to receive, on behalf of your estate, any
Common Stock or other consideration that vested but was not issued before your death.

(b) Domestic Relations Orders.  Upon receiving written permission from the Board or its duly authorized
designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your right to receive the distribution of Common Stock or other consideration hereunder, pursuant to a domestic relations order,
marital settlement agreement or other divorce or separation instrument as permitted by applicable law that contains the information required
by the Company to effectuate the transfer. You are encouraged to discuss the proposed terms of any division of this Award with the Company
General Counsel prior to finalizing the domestic relations order or marital settlement agreement to verify that you may make such transfer,
and if so, to help ensure the required information is contained within the domestic relations order or marital settlement agreement.  

6. DATE OF ISSUANCE.

(a) The issuance of shares in respect of the Restricted Stock Units is intended to comply with Treasury
Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a manner.  Subject to the satisfaction of the Withholding
Obligation set forth in Section 11 of this Agreement, in the event one or more Restricted Stock Units vests, the Company shall issue to you
one (1) share of Common Stock for each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under
Section 3 above, and subject to any different provisions in the Grant Notice). Each issuance date determined by this paragraph is referred to
as an “Original Issuance Date”.

(b) If the Original Issuance Date falls on a date that is not a business day, delivery shall instead occur on the
next following business day. In addition, if:

(i) the Original Issuance Date does not occur (1) during an “open window period” applicable to you,
as determined by the Company in accordance with the Company’s then-effective policy on trading in Company securities, or (2) on a date
when you are otherwise permitted to sell shares of Common Stock on an established stock exchange or stock market (including but not
limited to under a previously established written trading plan that meets the requirements of Rule 10b5-1 under the Exchange Act and was
entered into in compliance with the Company's policies (a “10b5-1 Arrangement”)), and

(ii) either (1) a Withholding Obligation does not apply, or (2) the Company decides, prior to the
Original Issuance Date, (A) not to satisfy the Withholding Obligation by withholding shares of Common Stock from the shares otherwise
due, on the Original Issuance Date, to you under this Award, and (B) not to permit you to enter into a “same day sale” commitment with a
broker-dealer pursuant to Section 11 of this Agreement (including but not limited to a commitment under a 10b5-1 Arrangement) and (C) not
to permit you to pay your Withholding Obligation in cash,
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then the shares that would otherwise be issued to you on the Original Issuance Date will not be delivered on such Original
Issuance Date and will instead be delivered on the first business day when you are not prohibited from selling shares of the Company’s
Common Stock in the open public market, but in no event later than December 31 of the calendar year in which the Original Issuance Date
occurs (that is, the last day of your taxable year in which the Original Issuance Date occurs), or, if and only if permitted in a manner that
complies with Treasury Regulations Section 1.409A-1(b)(4), no later than the date that is the 15th day of the third calendar month of the
applicable year following the year in which the shares of Common Stock under this Award are no longer subject to a “substantial risk of
forfeiture” within the meaning of Treasury Regulations Section 1.409A-1(d).

(c) The form of delivery (e.g., a stock certificate or electronic entry evidencing such shares) shall be determined
by the Company.

7. DIVIDENDS.  You shall receive no benefit or adjustment to your Award with respect to any cash dividend, stock dividend
or other distribution that does not result from a Capitalization Adjustment; provided, however, that this sentence will not apply with respect
to any shares of Common Stock that are delivered to you in connection with your Award after such shares have been delivered to you.

8. RESTRICTIVE LEGENDS. The shares of Common Stock issued in respect of your Award shall be endorsed with appropriate
legends as determined by the Company.

9. EXECUTION OF DOCUMENTS. You hereby acknowledge and agree that the manner selected by the Company by which you
indicate your consent to your Grant Notice is also deemed to be your execution of your Grant Notice and of this Agreement. You further
agree that such manner of indicating consent may be relied upon as your signature for establishing your execution of any documents to be
executed in the future in connection with your Award.

10. AWARD NOT A SERVICE CONTRACT.

(a) Nothing in this Agreement (including, but not limited to, the vesting of your Award or the issuance of the
shares in respect of your Award), the Plan or any covenant of good faith and fair dealing that may be found implicit in this Agreement or the
Plan shall: (i) confer upon you any right to continue in the employ or service of, or affiliation with, the Company or an Affiliate; (ii)
constitute any promise or commitment by the Company or an Affiliate regarding the fact or nature of future positions, future work
assignments, future compensation or any other term or condition of employment or affiliation; (iii) confer any right or benefit under this
Agreement or the Plan unless such right or benefit has specifically accrued under the terms of this Agreement or Plan; or (iv) deprive the
Company of the right to terminate you at will and without regard to any future vesting opportunity that you may have.

(b) By accepting this Award, you acknowledge and agree that the right to continue vesting in the Award
pursuant to the vesting schedule provided in the Grant Notice may not be earned unless (in addition to any other conditions described in the
Grant Notice and this Agreement) you continue as an employee, director or consultant at the will of the Company and affiliate, as applicable
(not through the act of being hired, being granted this Award or any other award or benefit) and that the Company has the right to reorganize,
sell, spin-out or otherwise restructure one or more of its businesses or Affiliates at any time or from time to time, as it deems appropriate (a
“reorganization”). You acknowledge and agree that such a reorganization could result in the termination of your Continuous Service, or the
termination of Affiliate status of your employer and the loss of benefits available to you under this Agreement, including but not limited to,
the termination of the right to continue vesting in the Award. You further acknowledge and agree that this Agreement, the Plan, the
transactions contemplated hereunder and the vesting schedule set forth herein or any covenant of good faith and fair dealing that may be
found implicit in any of them do not constitute an express or implied promise of continued engagement as an employee or consultant for the
term of this Agreement, for any period, or at all, and shall not interfere in any way with the Company’s right to terminate your Continuous
Service at any time, with or without your cause or notice, or to conduct a reorganization.
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11. WITHHOLDING OBLIGATION.

(a) On each vesting date, and on or before the time you receive a distribution of the shares of Common Stock in
respect of your Restricted Stock Units, and at any other time as reasonably requested by the Company in accordance with applicable tax laws,
you hereby authorize any required withholding from the Common Stock issuable to you and/or otherwise agree to make adequate provision,
including in cash, for any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the Company or any
Affiliate that arise in connection with your Award (the “Withholding Obligation”).  

(b) By accepting this Award, you acknowledge and agree that the Company or any Affiliate may, in its sole
discretion, satisfy all or any portion of the Withholding Obligation relating to your Restricted Stock Units by any of the following means or
by a combination of such means: (i) causing you to pay any portion of the Withholding Obligation in cash; (ii) withholding from any
compensation otherwise payable to you by the Company; (iii) withholding shares of Common Stock from the shares of Common Stock
issued or otherwise issuable to you in connection with the Award with a Fair Market Value (measured as of the date shares of Common Stock
are issued pursuant to Section 6) equal to the amount of such Withholding Obligation; provided, however, that the number of such shares of
Common Stock so withheld will not exceed the amount necessary to satisfy the Withholding Obligation using the maximum statutory
withholding rates for federal, state, local and foreign tax purposes, including payroll taxes, that are applicable to supplemental taxable
income; and provided, further, that to the extent necessary to qualify for an exemption from application of Section 16(b) of the Exchange Act,
if applicable, such share withholding procedure will be subject to the express prior approval of the Board or the Company’s Compensation
Committee; and/or (iv) permitting or requiring you to enter into a “same day sale” commitment, if applicable, with a broker-dealer that is a
member of the Financial Industry Regulatory Authority (a “FINRA Dealer”), pursuant to this authorization and without further
consent,  whereby you irrevocably elect to sell a portion of the shares to be delivered in connection with your Restricted Stock Units to
satisfy the Withholding Obligation and whereby the FINRA Dealer irrevocably commits to forward the proceeds necessary to satisfy the
Withholding Obligation directly to the Company and/or its Affiliates. Unless the Withholding Obligation is satisfied, the Company shall have
no obligation to deliver to you any Common Stock or any other consideration pursuant to this Award.

(c) In the event the Withholding Obligation arises prior to the delivery to you of Common Stock or it is
determined after the delivery of Common Stock to you that the amount of the Withholding Obligation was greater than the amount withheld
by the Company, you agree to indemnify and hold the Company harmless from any failure by the Company to withhold the proper amount.

12. TAX CONSEQUENCES.  The Company has no duty or obligation to minimize the tax consequences to you of this Award
and shall not be liable to you for any adverse tax consequences to you arising in connection with this Award. You are hereby advised to
consult with your own personal tax, financial and/or legal advisors regarding the tax consequences of this Award and by signing the Grant
Notice, you have agreed that you have done so or knowingly and voluntarily declined to do so. You understand that you (and not the
Company) shall be responsible for your own tax liability that may arise as a result of this investment or the transactions contemplated by this
Agreement.

13. UNSECURED OBLIGATION. Your Award is unfunded, and as a holder of a vested Award, you shall be considered an
unsecured creditor of the Company with respect to the Company’s obligation, if any, to issue shares or other property pursuant to this
Agreement. You shall not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued pursuant to
this Agreement until such shares are issued to you pursuant to Section 6 of this Agreement. Upon such issuance, you will obtain full voting
and other rights as a stockholder of the Company. Nothing contained in this Agreement, and no action taken pursuant to its provisions, shall
create or be construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.
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14. NOTICES. Any notice or request required or permitted hereunder shall be given in writing (including electronically) and

will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this Award by electronic means or to request your consent
to participate in the Plan by electronic means. By accepting this Award, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

15. HEADINGS. The headings of the Sections in this Agreement are inserted for convenience only and shall not be deemed
to constitute a part of this Agreement or to affect the meaning of this Agreement.

16. MISCELLANEOUS.

(a) The rights and obligations of the Company under your Award shall be transferable by the Company to any
one or more persons or entities, and all covenants and agreements hereunder shall inure to the benefit of, and be enforceable by, the
Company’s successors and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your Award.

(c) You acknowledge and agree that you have reviewed your Award in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your Award and fully understand all provisions of your Award.

(d) This Agreement shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Agreement shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.

17. GOVERNING PLAN DOCUMENT. Your Award is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your Award, and is further subject to all interpretations, amendments, rules and regulations which may from time to
time be promulgated and adopted pursuant to the Plan. Your Award (and any compensation paid or shares issued under your Award) is
subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing
regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to voluntarily terminate
employment upon a resignation for “good reason,” or for a “constructive termination” or any similar term under any plan of or agreement
with the Company.

18. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of the Award subject to this Agreement shall not be included as
compensation, earnings, salaries, or other similar terms used when calculating benefits under any employee benefit plan (other than the Plan)
sponsored by the Company or any Affiliate except as such plan otherwise expressly provides. The Company expressly reserves its rights to
amend, modify, or terminate any or all of the employee benefit plans of the Company or any Affiliate.
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19. SEVERABILITY. If all or any part of this Agreement or the Plan is declared by any court or governmental authority to be

unlawful or invalid, such unlawfulness or invalidity shall not invalidate any portion of this Agreement or the Plan not declared to be unlawful
or invalid. Any Section of this Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a
manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.

20. OTHER DOCUMENTS. You hereby acknowledge receipt or the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act. In addition, you acknowledge receipt of the Company’s policy permitting
certain individuals to sell shares only during certain "window" periods and the Company's insider trading policy, in effect from time to time.

21. AMENDMENT. This Agreement may not be modified, amended or terminated except by an instrument in writing, signed
by you and by a duly authorized representative of the Company. Notwithstanding the foregoing, this Agreement may be amended solely by
the Board by a writing which specifically states that it is amending this Agreement, so long as a copy of such amendment is delivered to you,
and provided that, except as otherwise expressly provided in the Plan, no such amendment materially adversely affecting your rights
hereunder may be made without your written consent. Without limiting the foregoing, the Board reserves the right to change, by written
notice to you, the provisions of this Agreement in any way it may deem necessary or advisable to carry out the purpose of the Award as a
result of any change in applicable laws or regulations or any future law, regulation, ruling, or judicial decision, provided that any such change
shall be applicable only to rights relating to that portion of the Award which is then subject to restrictions as provided herein.

22. COMPLIANCE WITH SECTION 409A OF THE CODE. This Award is intended to be exempt from the application of Section
409A of the Code, including but not limited to by reason of complying with the “short-term deferral” rule set forth in Treasury Regulation
Section 1.409A-1(b)(4) and any ambiguities herein shall be interpreted accordingly.  Notwithstanding the foregoing, if it is determined that
the Award fails to satisfy the requirements of the short-term deferral rule and is otherwise not exempt from, and determined to be deferred
compensation subject to Section 409A of the Code, this Award shall comply with Section 409A to the extent necessary to avoid adverse
personal tax consequences and any ambiguities herein shall be interpreted accordingly.  If it is determined that the Award is deferred
compensation subject to Section 409A and you are a “Specified Employee” (within the meaning set forth in Section 409A(a)(2)(B)(i) of the
Code) as of the date of your “Separation from Service” (as defined in Section 409A), then the issuance of any shares that would otherwise be
made upon the date of your Separation from Service or within the first six (6) months thereafter will not be made on the originally scheduled
date(s) and will instead be issued in a lump sum on the date that is six (6) months and one day after the date of the Separation from Service,
with the balance of the shares issued thereafter in accordance with the original vesting and issuance schedule set forth above, but if and only
if such delay in the issuance of the shares is necessary to avoid the imposition of adverse taxation on you in respect of the shares under
Section 409A of the Code. Each installment of shares that vests is intended to constitute a “separate payment” for purposes of Treasury
Regulation Section 1.409A-2(b)(2).

* * * * *

This Restricted Stock Unit Award Agreement shall be deemed to be signed by the Company and the Participant upon the signing
by the Participant of the Performance Restricted Stock Unit Grant Notice to which it is attached.ATTACHMENT II
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2018 EQUITY INCENTIVE PLAN

Omitted pursuant to Regulation S-K Item 601(a)(5)
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Exhibit 10.7

NEURONETICS, INC.
RESTRICTED STOCK UNIT GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby awards to Participant a Restricted Stock Unit Award for the number of shares of the Company’s Common Stock
(“Restricted Stock Units”) set forth below (the “Award”).  The Award is subject to all of the terms and conditions as set forth in this notice of grant (this
“Restricted Stock Unit Grant Notice”) and the Restricted Stock Unit Award Agreement (the “Award Agreement”), which is attached hereto and
incorporated herein in its entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this Award has been granted outside
of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units shall not count toward the Share Reserve. However, the Award
will be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  Capitalized terms not explicitly
defined herein shall have the meanings set forth in the Plan or the Award Agreement.  In the event of any conflict between the terms in this Restricted Stock
Unit Grant Notice or the Award Agreement and the Plan, the terms of the Plan shall control.  

 

Participant:  Keith Sullivan
Date of Grant:  July 14, 2020
Vesting Commencement Date:  July 14, 2020
Number of Restricted Stock Units:  500,000
 

Vesting Schedule: 25% on the first anniversary of the Vesting Commencement Date, 25% on the second anniversary of the Vesting
Commencement Date, 25% on the third anniversary of the Vesting Commencement Date and 25% on the fourth
anniversary of the Vesting Commencement Date, in each case subject to Participant’s Continuous Service through each
such vesting date.

 

Issuance Schedule: Subject to any Capitalization Adjustment, one share of Common Stock (or its cash equivalent, at the discretion of the
Company) will be issued for each Restricted Stock Unit that vests at the time set forth in Section 6 of the Award
Agreement.

Additional Terms/Acknowledgements:  Participant acknowledges receipt of, and understands and agrees to, this Restricted Stock Unit Grant Notice, the
Award Agreement and the Plan. Participant further acknowledges that as of the Date of Grant, this Restricted Stock Unit Grant Notice, the Award
Agreement and the Plan set forth the entire understanding between Participant and the Company regarding the acquisition of the Common Stock pursuant
to the Award specified above and supersede all prior oral and written agreements on the terms of this Award, with the exception, if applicable, of (i)
restricted stock unit awards or options previously granted and delivered to Participant, (ii) the written employment agreement, offer letter or other written
agreement entered into between the Company and Participant specifying the terms that should govern this specific Award, and (iii) any compensation
recovery policy that is adopted by the Company or is otherwise required by applicable law.

By accepting this Award, Participant acknowledges having received and read the Restricted Stock Unit Grant Notice, the Award Agreement and the Plan
and agrees to all of the terms and conditions set forth in these documents.  Participant consents to receive Plan documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated by the
Company.
 
NEURONETICS, INC.  PARTICIPANT

/s/ W. Andrew Macan  /s/ Keith J. Sullivan
By:  W. Andrew Macan  Signature
       
Title:  Office of the President, SVP & GC  Date:  July 14, 2020
       
Date:  July 14, 2020     
 
ATTACHMENTS: Award Agreement and 2018 Equity Incentive Plan



 
ATTACHMENT I

NEURONETICS, INC.

RESTRICTED STOCK UNIT AWARD AGREEMENT
 

Pursuant to the Restricted Stock Unit Grant Notice (the “Grant Notice”) and this Restricted Stock Unit Award Agreement (the
“Agreement”), Neuronetics, Inc. (the “Company”) has awarded you (“Participant”) a Restricted Stock Unit Award (the “Award”) for the
number of Restricted Stock Units/shares indicated in the Grant Notice. This is an inducement grant under NASDAQ Listing Rule 5635(c)
(4).  Accordingly, this Award has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock
Units shall not count toward the Share Reserve.  However, the Award will be governed in all respects as if issued under the Plan, which is
attached hereto and incorporated herein in its entirety.  Capitalized terms not explicitly defined in this Agreement or the Grant Notice shall
have the same meanings given to them in the Plan. The terms of your Award, in addition to those set forth in the Grant Notice, are as follows.

1. GRANT OF THE AWARD. This Award represents the right to be issued on a future date one (1) share of Common Stock for
each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under Section 3 below) as indicated in the
Grant Notice. As of the Date of Grant, the Company will credit to a bookkeeping account maintained by the Company for your benefit (the
“Account”) the number of Restricted Stock Units/shares of Common Stock subject to the Award. Notwithstanding the foregoing, the
Company reserves the right to issue you the cash equivalent of Common Stock, in part or in full satisfaction of the delivery of Common
Stock in connection with the vesting of the Restricted Stock Units, and, to the extent applicable, references in this Agreement and the Grant
Notice to Common Stock issuable in connection with your Restricted Stock Units will include the potential issuance of its cash equivalent
pursuant to such right.  This Award was granted in consideration of your services to the Company.

2. VESTING. Subject to the limitations contained herein, your Award will vest, if at all, in accordance with the vesting
schedule provided in the Grant Notice.  Vesting will cease upon the termination of your Continuous Service and the Restricted Stock Units
credited to the Account that were not vested on the date of such termination will be forfeited at no cost to the Company and you will have no
further right, title or interest in or to such Award or the shares of Common Stock to be issued in respect of such portion of the Award.

3. NUMBER OF SHARES. The number of Restricted Stock Units subject to your Award may be adjusted from time to time for
Capitalization Adjustments, as provided in the Plan. Any additional Restricted Stock Units, shares, cash or other property that becomes
subject to the Award pursuant to this Section 3, if any, shall be subject, in a manner determined by the Board, to the same forfeiture
restrictions, restrictions on transferability, and time and manner of delivery as applicable to the other Restricted Stock Units and shares
covered by your Award. Notwithstanding the provisions of this Section 3, no fractional shares or rights for fractional shares of Common
Stock shall be created pursuant to this Section 3. Any fraction of a share will be rounded down to the nearest whole share.
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4. SECURITIES LAW COMPLIANCE. You may not be issued any Common Stock under your Award unless the shares of

Common Stock underlying the Restricted Stock Units are either (i) then registered under the Securities Act, or (ii) the Company has
determined that such issuance would be exempt from the registration requirements of the Securities Act. Your Award must also comply with
other applicable laws and regulations governing the Award, and you shall not receive such Common Stock if the Company determines that
such receipt would not be in material compliance with such laws and regulations.

5. TRANSFER RESTRICTIONS. Prior to the time that shares of Common Stock have been delivered to you, you may not
transfer, pledge, sell or otherwise dispose of this Award or the shares issuable in respect of your Award, except as expressly provided in this
Section 5. For example, you may not use shares that may be issued in respect of your Restricted Stock Units as security for a loan. The
restrictions on transfer set forth herein will lapse upon delivery to you of shares in respect of your vested Restricted Stock Units.

(a) Death. Your Award is transferable by will and by the laws of descent and distribution. At your death,
vesting of your Award will cease and your executor or administrator of your estate shall be entitled to receive, on behalf of your estate, any
Common Stock or other consideration that vested but was not issued before your death.

(b) Domestic Relations Orders. Upon receiving written permission from the Board or its duly authorized
designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your right to receive the distribution of Common Stock or other consideration hereunder, pursuant to a domestic relations order,
marital settlement agreement or other divorce or separation instrument as permitted by applicable law that contains the information required
by the Company to effectuate the transfer. You are encouraged to discuss the proposed terms of any division of this Award with the Company
General Counsel prior to finalizing the domestic relations order or marital settlement agreement to verify that you may make such transfer,
and if so, to help ensure the required information is contained within the domestic relations order or marital settlement agreement.  

6. DATE OF ISSUANCE.

(a) The issuance of shares in respect of the Restricted Stock Units is intended to comply with Treasury
Regulations Section 1.409A-1(b)(4) and will be construed and administered in such a manner.  Subject to the satisfaction of the Withholding
Obligation set forth in Section 11 of this Agreement, in the event one or more Restricted Stock Units vests, the Company shall issue to you
one (1) share of Common Stock for each Restricted Stock Unit that vests on the applicable vesting date(s) (subject to any adjustment under
Section 3 above, and subject to any different provisions in the Grant Notice). Each issuance date determined by this paragraph is referred to
as an “Original Issuance Date”.

(b) If the Original Issuance Date falls on a date that is not a business day, delivery shall instead occur on the
next following business day. In addition, if:

(i) the Original Issuance Date does not occur (1) during an “open window period” applicable to you,
as determined by the Company in accordance with the Company’s then-effective policy on trading in Company securities, or (2) on a date
when you are otherwise permitted to sell shares of Common Stock on an established stock exchange or stock market (including but not
limited to under a previously established written trading plan that meets the requirements of Rule 10b5-1 under the Exchange Act and was
entered into in compliance with the Company's policies (a “10b5-1 Arrangement”)), and

-3-



 
(ii) either (1) a Withholding Obligation does not apply, or (2) the Company decides, prior to the

Original Issuance Date, (A) not to satisfy the Withholding Obligation by withholding shares of Common Stock from the shares otherwise
due, on the Original Issuance Date, to you under this Award, and (B) not to permit you to enter into a “same day sale” commitment with a
broker-dealer pursuant to Section 11 of this Agreement (including but not limited to a commitment under a 10b5-1 Arrangement) and (C) not
to permit you to pay your Withholding Obligation in cash, then the shares that would otherwise be issued to you on the Original Issuance
Date will not be delivered on such Original Issuance Date and will instead be delivered on the first business day when you are not prohibited
from selling shares of the Company’s Common Stock in the open public market, but in no event later than December 31 of the calendar year
in which the Original Issuance Date occurs (that is, the last day of your taxable year in which the Original Issuance Date occurs), or, if and
only if permitted in a manner that complies with Treasury Regulations Section 1.409A-1(b)(4), no later than the date that is the 15th day of
the third calendar month of the applicable year following the year in which the shares of Common Stock under this Award are no longer
subject to a “substantial risk of forfeiture” within the meaning of Treasury Regulations Section 1.409A-1(d).

(c) The form of delivery (e.g., a stock certificate or electronic entry evidencing such shares) shall be determined
by the Company.

7. DIVIDENDS.  You shall receive no benefit or adjustment to your Award with respect to any cash dividend, stock dividend
or other distribution that does not result from a Capitalization Adjustment; provided, however, that this sentence will not apply with respect
to any shares of Common Stock that are delivered to you in connection with your Award after such shares have been delivered to you.

8. RESTRICTIVE LEGENDS. The shares of Common Stock issued in respect of your Award shall be endorsed with appropriate
legends as determined by the Company.

9. EXECUTION OF DOCUMENTS. You hereby acknowledge and agree that the manner selected by the Company by which you
indicate your consent to your Grant Notice is also deemed to be your execution of your Grant Notice and of this Agreement. You further
agree that such manner of indicating consent may be relied upon as your signature for establishing your execution of any documents to be
executed in the future in connection with your Award.

10. AWARD NOT A SERVICE CONTRACT.

(a) Nothing in this Agreement (including, but not limited to, the vesting of your Award or the issuance of the
shares in respect of your Award), the Plan or any covenant of good faith and fair dealing that may be found implicit in this Agreement or the
Plan shall: (i) confer upon you any right to continue in the employ or service of, or affiliation with, the Company or an Affiliate; (ii)
constitute any promise or commitment by the Company or an Affiliate regarding the fact or nature of future positions, future work
assignments, future compensation or any other term or condition of employment or affiliation; (iii) confer any right or benefit under this
Agreement or the Plan unless such right or benefit has specifically accrued under the terms of this Agreement or Plan; or (iv) deprive the
Company of the right to terminate you at will and without regard to any future vesting opportunity that you may have.

(b) By accepting this Award, you acknowledge and agree that the right to continue vesting in the Award
pursuant to the vesting schedule provided in the Grant Notice may not be earned unless (in addition to any other conditions described in the
Grant Notice and this Agreement) you continue as an employee, director or consultant at the will of the Company and affiliate, as applicable
(not through the act of being hired, being granted this Award or any other award or benefit) and that the Company has
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the right to reorganize, sell, spin-out or otherwise restructure one or more of its businesses or Affiliates at any time or from time to time, as it
deems appropriate (a “reorganization”). You acknowledge and agree that such a reorganization could result in the termination of your
Continuous Service, or the termination of Affiliate status of your employer and the loss of benefits available to you under this Agreement,
including but not limited to, the termination of the right to continue vesting in the Award. You further acknowledge and agree that this
Agreement, the Plan, the transactions contemplated hereunder and the vesting schedule set forth herein or any covenant of good faith and fair
dealing that may be found implicit in any of them do not constitute an express or implied promise of continued engagement as an employee
or consultant for the term of this Agreement, for any period, or at all, and shall not interfere in any way with the Company’s right to terminate
your Continuous Service at any time, with or without your cause or notice, or to conduct a reorganization.

11. WITHHOLDING OBLIGATION.

(a) On each vesting date, and on or before the time you receive a distribution of the shares of Common Stock in
respect of your Restricted Stock Units, and at any other time as reasonably requested by the Company in accordance with applicable tax laws,
you hereby authorize any required withholding from the Common Stock issuable to you and/or otherwise agree to make adequate provision,
including in cash, for any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the Company or any
Affiliate that arise in connection with your Award (the “Withholding Obligation”).  

(b) By accepting this Award, you acknowledge and agree that the Company or any Affiliate may, in its sole
discretion, satisfy all or any portion of the Withholding Obligation relating to your Restricted Stock Units by any of the following means or
by a combination of such means: (i) causing you to pay any portion of the Withholding Obligation in cash; (ii) withholding from any
compensation otherwise payable to you by the Company; (iii) withholding shares of Common Stock from the shares of Common Stock
issued or otherwise issuable to you in connection with the Award with a Fair Market Value (measured as of the date shares of Common Stock
are issued pursuant to Section 6) equal to the amount of such Withholding Obligation; provided, however, that the number of such shares of
Common Stock so withheld will not exceed the amount necessary to satisfy the Withholding Obligation using the maximum statutory
withholding rates for federal, state, local and foreign tax purposes, including payroll taxes, that are applicable to supplemental taxable
income; and provided, further, that to the extent necessary to qualify for an exemption from application of Section 16(b) of the Exchange Act,
if applicable, such share withholding procedure will be subject to the express prior approval of the Board or the Company’s Compensation
Committee; and/or (iv) permitting or requiring you to enter into a “same day sale” commitment, if applicable, with a broker-dealer that is a
member of the Financial Industry Regulatory Authority (a “FINRA Dealer”), pursuant to this authorization and without further consent,
whereby you irrevocably elect to sell a portion of the shares to be delivered in connection with your Restricted Stock Units to satisfy the
Withholding Obligation and whereby the FINRA Dealer irrevocably commits to forward the proceeds necessary to satisfy the Withholding
Obligation directly to the Company and/or its Affiliates. Unless the Withholding Obligation is satisfied, the Company shall have no
obligation to deliver to you any Common Stock or any other consideration pursuant to this Award.

(c) In the event the Withholding Obligation arises prior to the delivery to you of Common Stock or it is
determined after the delivery of Common Stock to you that the amount of the Withholding Obligation was greater than the amount withheld
by the Company, you agree to indemnify and hold the Company harmless from any failure by the Company to withhold the proper amount.
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12. TAX CONSEQUENCES.  The Company has no duty or obligation to minimize the tax consequences to you of this Award

and shall not be liable to you for any adverse tax consequences to you arising in connection with this Award. You are hereby advised to
consult with your own personal tax, financial and/or legal advisors regarding the tax consequences of this Award and by signing the Grant
Notice, you have agreed that you have done so or knowingly and voluntarily declined to do so. You understand that you (and not the
Company) shall be responsible for your own tax liability that may arise as a result of this investment or the transactions contemplated by this
Agreement.

13. UNSECURED OBLIGATION. Your Award is unfunded, and as a holder of a vested Award, you shall be considered an
unsecured creditor of the Company with respect to the Company’s obligation, if any, to issue shares or other property pursuant to this
Agreement. You shall not have voting or any other rights as a stockholder of the Company with respect to the shares to be issued pursuant to
this Agreement until such shares are issued to you pursuant to Section 6 of this Agreement. Upon such issuance, you will obtain full voting
and other rights as a stockholder of the Company. Nothing contained in this Agreement, and no action taken pursuant to its provisions, shall
create or be construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.

14. NOTICES. Any notice or request required or permitted hereunder shall be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this Award by electronic means or to request your consent
to participate in the Plan by electronic means. By accepting this Award, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

15. HEADINGS. The headings of the Sections in this Agreement are inserted for convenience only and shall not be deemed
to constitute a part of this Agreement or to affect the meaning of this Agreement.

16. MISCELLANEOUS.

(a) The rights and obligations of the Company under your Award shall be transferable by the Company to any
one or more persons or entities, and all covenants and agreements hereunder shall inure to the benefit of, and be enforceable by, the
Company’s successors and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your Award.

(c) You acknowledge and agree that you have reviewed your Award in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your Award and fully understand all provisions of your Award.

(d) This Agreement shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.

-6-



 
(e) All obligations of the Company under the Plan and this Agreement shall be binding on any successor to the

Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.

17. GOVERNING PLAN DOCUMENT. Your Award is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your Award, and is further subject to all interpretations, amendments, rules and regulations which may from time to
time be promulgated and adopted pursuant to the Plan. Your Award (and any compensation paid or shares issued under your Award) is
subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing
regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law. No recovery of compensation under such a clawback policy will be an event giving rise to a right to voluntarily terminate
employment upon a resignation for “good reason,” or for a “constructive termination” or any similar term under any plan of or agreement
with the Company.

18. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of the Award subject to this Agreement shall not be included as
compensation, earnings, salaries, or other similar terms used when calculating benefits under any employee benefit plan (other than the Plan)
sponsored by the Company or any Affiliate except as such plan otherwise expressly provides. The Company expressly reserves its rights to
amend, modify, or terminate any or all of the employee benefit plans of the Company or any Affiliate.

19. SEVERABILITY. If all or any part of this Agreement or the Plan is declared by any court or governmental authority to be
unlawful or invalid, such unlawfulness or invalidity shall not invalidate any portion of this Agreement or the Plan not declared to be unlawful
or invalid. Any Section of this Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be construed in a
manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful and valid.

20. OTHER DOCUMENTS. You hereby acknowledge receipt or the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act. In addition, you acknowledge receipt of the Company’s policy permitting
certain individuals to sell shares only during certain "window" periods and the Company's insider trading policy, in effect from time to time.

21. AMENDMENT. This Agreement may not be modified, amended or terminated except by an instrument in writing, signed
by you and by a duly authorized representative of the Company. Notwithstanding the foregoing, this Agreement may be amended solely by
the Board by a writing which specifically states that it is amending this Agreement, so long as a copy of such amendment is delivered to you,
and provided that, except as otherwise expressly provided in the Plan, no such amendment materially adversely affecting your rights
hereunder may be made without your written consent. Without limiting the foregoing, the Board reserves the right to change, by written
notice to you, the provisions of this Agreement in any way it may deem necessary or advisable to carry out the purpose of the Award as a
result of any change in applicable laws or regulations or any future law, regulation, ruling, or judicial decision, provided that any such change
shall be applicable only to rights relating to that portion of the Award which is then subject to restrictions as provided herein.
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22. COMPLIANCE WITH SECTION 409A OF THE CODE. This Award is intended to be exempt from the application of Section

409A of the Code, including but not limited to by reason of complying with the “short-term deferral” rule set forth in Treasury Regulation
Section 1.409A-1(b)(4) and any ambiguities herein shall be interpreted accordingly.  Notwithstanding the foregoing, if it is determined that
the Award fails to satisfy the requirements of the short-term deferral rule and is otherwise not exempt from, and determined to be deferred
compensation subject to Section 409A of the Code, this Award shall comply with Section 409A to the extent necessary to avoid adverse
personal tax consequences and any ambiguities herein shall be interpreted accordingly.  If it is determined that the Award is deferred
compensation subject to Section 409A and you are a “Specified Employee” (within the meaning set forth in Section 409A(a)(2)(B)(i) of the
Code) as of the date of your “Separation from Service” (as defined in Section 409A), then the issuance of any shares that would otherwise be
made upon the date of your Separation from Service or within the first six (6) months thereafter will not be made on the originally scheduled
date(s) and will instead be issued in a lump sum on the date that is six (6) months and one day after the date of the Separation from Service,
with the balance of the shares issued thereafter in accordance with the original vesting and issuance schedule set forth above, but if and only
if such delay in the issuance of the shares is necessary to avoid the imposition of adverse taxation on you in respect of the shares under
Section 409A of the Code. Each installment of shares that vests is intended to constitute a “separate payment” for purposes of Treasury
Regulation Section 1.409A-2(b)(2).

* * * * *
 

This Restricted Stock Unit Award Agreement shall be deemed to be signed by the Company and the Participant upon the signing
by the Participant of the Restricted Stock Unit Grant Notice to which it is attached.

-8-



 
ATTACHMENT II

2018 EQUITY INCENTIVE PLAN

Omitted pursuant to Regulation S-K Item 601(a)(5)
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Exhibit 10.8

NEURONETICS, INC.

STOCK OPTION GRANT NOTICE

Neuronetics, Inc. (the “Company”) hereby grants to Optionholder an option to purchase the number of shares of the Company’s Common Stock set forth
below.  This option is subject to all of the terms and conditions as set forth in this Stock Option Grant Notice, in the Option Agreement and the Notice of
Exercise, all of which are attached hereto and incorporated herein in their entirety.  This is an inducement grant under NASDAQ Listing Rule 5635(c)
(4).  Accordingly, this stock option has been granted outside of the Company’s 2018 Equity Incentive Plan (the “Plan”), and the Restricted Stock Units
shall not count toward the Share Reserve. However, this stock option will be governed in all respects as if issued under the Plan, which is attached hereto
and incorporated herein in its entirety.  Capitalized terms not explicitly defined herein but defined in the Plan or the Option Agreement will have the same
definitions as in the Plan or the Option Agreement. If there is any conflict between the terms in this Stock Option Grant Notice and the Plan, the terms of
the Plan will control.
 

Optionholder: Keith Sullivan
Date of Grant: July 14, 2020
Vesting Commencement Date: July 14, 2020
Number of Shares Subject to Option: 1,000,000
Exercise Price (Per Share): $1.98
Total Exercise Price: $1,980,000
  
Expiration Date: July 14, 2030

 

Type of Grant: ☐  Incentive Stock Option1     ☒  Nonstatutory Stock Option

Exercise Schedule: Same as Vesting Schedule  

Vesting Schedule: 25% of the shares of Common Stock subject to this Stock Option Grant Notice on the first anniversary of the Vesting
Commencement Date and then (b) 1/48th of the shares of Common Stock subject to this Stock Option Grant Notice each
month thereafter, subject to Optionholder’s Continuous Service as of each such date

Payment: By one or a combination of the following items (described in the Option Agreement):

☐ By cash, check, bank draft or money order payable to the Company
☐ Pursuant to a Regulation T Program if the shares are publicly traded
☐ By delivery of already-owned shares if the shares are publicly traded
☐ If and only to the extent this option is a Nonstatutory Stock Option, and subject to the Company’s consent at the
time of exercise, by a “net exercise” arrangement

 
1 If this is an Incentive Stock Option, it (plus other outstanding Incentive Stock Options) cannot be first exercisable for more than $100,000 in value (measured by exercise

price) in any calendar year.  Any excess over $100,000 is a Nonstatutory Stock Option.
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Additional Terms/Acknowledgements:  Optionholder acknowledges receipt of, and understands and agrees to, this Stock Option Grant Notice, the Option
Agreement and the Plan.  Optionholder acknowledges and agrees that this Stock Option Grant Notice and the Option Agreement may not be modified,
amended or revised except as provided in the Plan. Optionholder further acknowledges that as of the Date of Grant, this Stock Option Grant Notice, the
Option Agreement, and the Plan set forth the entire understanding between Optionholder and the Company regarding this option award and supersede all
prior oral and written agreements, promises and/or representations on that subject with the exception of, if applicable, (i) equity awards previously granted
and delivered to Optionholder, (ii) any compensation recovery policy that is adopted by the Company or is otherwise required by applicable law and
(iii) any written employment agreement, severance agreement, offer letter or other written agreement entered into between the Company and Participant
specifying the terms that should govern this specific option.  By accepting this option, Optionholder consents to receive such documents by electronic
delivery and to participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.
 

NEURONETICS, INC.  PARTICIPANT

/s/ W. Andrew Macan  /s/ Keith J. Sullivan
By:  W. Andrew Macan  Signature
       
Title:  Office of the President, SVP & GC  Date:  July 14, 2020
       
Date:  July 14, 2020     
 

ATTACHMENTS:  Option Agreement, 2018 Equity Incentive Plan and Notice of Exercise
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ATTACHMENT I

NEURONETICS, INC.
 

OPTION AGREEMENT
(NONSTATUTORY STOCK OPTION)

Pursuant to your Stock Option Grant Notice (“Grant Notice”) and this Option Agreement, Neuronetics, Inc. (the “Company”) to
purchase the number of shares of the Company’s Common Stock indicated in your Grant Notice at the exercise price indicated in your Grant
Notice.  The option is granted to you effective as of the date of grant set forth in the Grant Notice (the “Date of Grant”).  This is an
inducement grant under NASDAQ Listing Rule 5635(c)(4).  Accordingly, this stock option has been granted outside of the Company’s 2018
Equity Incentive Plan (the “Plan”), and the Restricted Stock Units shall not count toward the Share Reserve.  However, this stock option will
be governed in all respects as if issued under the Plan, which is attached hereto and incorporated herein in its entirety.  If there is any conflict
between the terms in this Option Agreement and the Plan, the terms of the Plan will control. Capitalized terms not explicitly defined in this
Option Agreement or in the Grant Notice but defined in the Plan will have the same definitions as in the Plan.

The details of your option, in addition to those set forth in the Grant Notice and the Plan, are as follows:

1. VESTING.  Subject to the provisions contained herein, your option will vest as provided in your Grant Notice.  Vesting
will cease upon the termination of your Continuous Service.

2. NUMBER OF SHARES AND EXERCISE PRICE.  The number of shares of Common Stock subject to your option and your
exercise price per share in your Grant Notice will be adjusted for Capitalization Adjustments.

3. EXERCISE RESTRICTION FOR NON-EXEMPT EMPLOYEES.  If you are an Employee eligible for overtime compensation under
the Fair Labor Standards Act of 1938, as amended (that is, a “Non-Exempt Employee”), and except as otherwise provided in the Plan, you
may not exercise your option until you have completed at least six (6) months of Continuous Service measured from the Date of Grant, even
if you have already been an employee for more than six (6) months. Consistent with the provisions of the Worker Economic Opportunity Act,
you may exercise your option as to any vested portion prior to such six (6) month anniversary in the case of (i) your death or disability, (ii) a
Corporate Transaction in which your option is not assumed, continued or substituted, (iii) a Change in Control or (iv) your termination of
Continuous Service on your “retirement” (as defined in the Company’s benefit plans).  

4. METHOD OF PAYMENT.  You must pay the full amount of the exercise price for the shares you wish to exercise.  You may
pay the exercise price in cash or by check, bank draft or money order payable to the Company or in any other manner permitted by your
Grant Notice, which may include one or more of the following:

(a) Provided that at the time of exercise the Common Stock is publicly traded, pursuant to a program developed
under Regulation T as promulgated by the Federal Reserve Board that, prior to the issuance of Common Stock, results in either the receipt of
cash (or check) by the Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the sales
proceeds.  This manner of payment is also known as a “broker-assisted exercise”, “same day sale”, or “sell to cover”.
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(b) Provided that at the time of exercise the Common Stock is publicly traded, by delivery to the Company

(either by actual delivery or attestation) of already-owned shares of Common Stock that are owned free and clear of any liens, claims,
encumbrances or security interests, and that are valued at Fair Market Value on the date of exercise.  “Delivery” for these purposes, in the
sole discretion of the Company at the time you exercise your option, will include delivery to the Company of your attestation of ownership of
such shares of Common Stock in a form approved by the Company.  You may not exercise your option by delivery to the Company of
Common Stock if doing so would violate the provisions of any law, regulation or agreement restricting the redemption of the Company’s
stock.

(c) If this option is a Nonstatutory Stock Option, subject to the consent of the Company at the time of exercise,
by a “net exercise” arrangement pursuant to which the Company will reduce the number of shares of Common Stock issued upon exercise of
your option by the largest whole number of shares with a Fair Market Value that does not exceed the aggregate exercise price.  You must pay
any remaining balance of the aggregate exercise price not satisfied by the “net exercise” in cash or other permitted form of payment.  Shares
of Common Stock will no longer be outstanding under your option and will not be exercisable thereafter if those shares (i) are used to pay the
exercise price pursuant to the “net exercise,” (ii) are delivered to you as a result of such exercise, and (iii) are withheld to satisfy your tax
withholding obligations.

5. WHOLE SHARES.  You may exercise your option only for whole shares of Common Stock.

6. SECURITIES LAW COMPLIANCE.  In no event may you exercise your option unless the shares of Common Stock issuable
upon exercise are then registered under the Securities Act or, if not registered, the Company has determined that your exercise and the
issuance of the shares would be exempt from the registration requirements of the Securities Act.  The exercise of your option also must
comply with all other applicable laws and regulations governing your option, and you may not exercise your option if the Company
determines that such exercise would not be in material compliance with such laws and regulations (including any restrictions on exercise
required for compliance with Treas. Reg. 1.401(k)-1(d)(3), if applicable).

7. TERM.  You may not exercise your option before the Date of Grant or after the expiration of the option’s term.  The term
of your option expires, subject to the provisions of Section 5(h) of the Plan, upon the earliest of the following:

(a) immediately upon the termination of your Continuous Service for Cause;

(b) three (3) months after the termination of your Continuous Service for any reason other than Cause, your
Disability or your death (except as otherwise provided in Section 8(d) below); provided, however, that if during any part of such three (3)
month period your option is not exercisable solely because of the condition set forth in the section above regarding “Securities Law
Compliance,” your option will not expire until the earlier of the Expiration Date or until it has been exercisable for an aggregate period of
three (3) months after the termination of your Continuous Service; provided further, if during any part of such three (3) month period, the sale
of any Common Stock received upon exercise of your option would violate the Company’s insider trading policy, then your option will not
expire until the earlier of the Expiration Date or until it has been exercisable for an aggregate period of three (3) months after the termination
of your Continuous Service during which the sale of the Common Stock received upon exercise of your option would not be in violation of
the Company’s insider trading policy.  Notwithstanding the foregoing, if (i) you are a Non-Exempt Employee, (ii) your Continuous Service
terminates within six (6) months after the Date of Grant, and (iii) you have vested in a portion of your option at the time of your termination
of Continuous Service, your option will not expire until the earlier of (x) the later of (A) the date that is seven (7) months after the Date of
Grant, and (B) the date that is three (3) months after the termination of your Continuous Service, and (y) the Expiration Date;

2
170813649 v2



 
(c) twelve (12) months after the termination of your Continuous Service due to your Disability (except as

otherwise provided in Section 7(d)) below;

(d) eighteen (18) months after your death if you die either during your Continuous Service or within three (3)
months after your Continuous Service terminates for any reason other than Cause;

(e) the Expiration Date indicated in your Grant Notice; or

(f) the day before the tenth (10th) anniversary of the Date of Grant.

If your option is an Incentive Stock Option, note that to obtain the federal income tax advantages associated with an Incentive
Stock Option, the Code requires that at all times beginning on the Date of Grant and ending on the day three (3) months before the date of
your option’s exercise, you must be an employee of the Company or an Affiliate, except in the event of your death or Disability.  The
Company has provided for extended exercisability of your option under certain circumstances for your benefit but cannot guarantee that your
option will necessarily be treated as an Incentive Stock Option if you continue to provide services to the Company or an Affiliate as a
Consultant or Director after your employment terminates or if you otherwise exercise your option more than three (3) months after the date
your employment with the Company or an Affiliate terminates.

8. EXERCISE.

(a) You may exercise the vested portion of your option (and the unvested portion of your option if your Grant
Notice so permits) during its term by (i) delivering a Notice of Exercise (in a form designated by the Company) or completing such other
documents and/or procedures designated by the Company for exercise and (ii) paying the exercise price and any applicable withholding taxes
to the Company’s Secretary, stock plan administrator, or such other person as the Company may designate, together with such additional
documents as the Company may then require.

(b) By exercising your option you agree that, as a condition to any exercise of your option, the Company may
require you to enter into an arrangement providing for the payment by you to the Company of any tax withholding obligation of the
Company arising by reason of (i) the exercise of your option, (ii) the lapse of any substantial risk of forfeiture to which the shares of
Common Stock are subject at the time of exercise, or (iii) the disposition of shares of Common Stock acquired upon such exercise.

(c) If your option is an Incentive Stock Option, by exercising your option you agree that you will notify the
Company in writing within fifteen (15) days after the date of any disposition of any of the shares of the Common Stock issued upon exercise
of your option that occurs within two (2) years after the Date of Grant or within one (1) year after such shares of Common Stock are
transferred upon exercise of your option.

9. TRANSFERABILITY.  Except as otherwise provided in this Section 9, your option is not transferable, except by will or by
the laws of descent and distribution, and is exercisable during your life only by you.  

(a) Certain Trusts.  Upon receiving written permission from the Board or its duly authorized designee, you
may transfer your option to a trust if you are considered to be the sole beneficial owner (determined under Section 671 of the Code and
applicable state law) while the option is held in the trust.  You and the trustee must enter into transfer and other agreements required by the
Company.  

3
170813649 v2



 
(b) Domestic Relations Orders.  Upon receiving written permission from the Board or its duly authorized

designee, and provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may
transfer your option pursuant to the terms of a domestic relations order, official marital settlement agreement or other divorce or separation
instrument as permitted by Treasury Regulation 1.421-1(b)(2) that contains the information required by the Company to effectuate the
transfer.  You are encouraged to discuss the proposed terms of any division of this option with the Company prior to finalizing the domestic
relations order or marital settlement agreement to help ensure the required information is contained within the domestic relations order or
marital settlement agreement.  If this option is an Incentive Stock Option, this option may be deemed to be a Nonstatutory Stock Option as a
result of such transfer.

(c) Beneficiary Designation.  Upon receiving written permission from the Board or its duly authorized
designee, you may, by delivering written notice to the Company, in a form approved by the Company and any broker designated by the
Company to handle option exercises, designate a third party who, on your death, will thereafter be entitled to exercise this option and receive
the Common Stock or other consideration resulting from such exercise.  In the absence of such a designation, your executor or administrator
of your estate will be entitled to exercise this option and receive, on behalf of your estate, the Common Stock or other consideration resulting
from such exercise.

10. OPTION NOT A SERVICE CONTRACT.  Your option is not an employment or service contract, and nothing in your option
will be deemed to create in any way whatsoever any obligation on your part to continue in the employ of the Company or an Affiliate, or of
the Company or an Affiliate to continue your employment.  In addition, nothing in your option will obligate the Company or an Affiliate,
their respective stockholders, boards of directors, officers or employees to continue any relationship that you might have as a Director or
Consultant for the Company or an Affiliate.

11. WITHHOLDING OBLIGATIONS.

(a) At the time you exercise your option, in whole or in part, and at any time thereafter as requested by the
Company, you hereby authorize withholding from payroll and any other amounts payable to you, and otherwise agree to make adequate
provision for (including by means of a “same day sale” pursuant to a program developed under Regulation T as promulgated by the Federal
Reserve Board to the extent permitted by the Company), any sums required to satisfy the federal, state, local and foreign tax withholding
obligations of the Company or an Affiliate, if any, which arise in connection with the exercise of your option.  

(b) If this option is a Nonstatutory Stock Option, then upon your request and subject to approval by the
Company, and compliance with any applicable legal conditions or restrictions, the Company may withhold from fully vested shares of
Common Stock otherwise issuable to you upon the exercise of your option a number of whole shares of Common Stock having a Fair Market
Value, determined by the Company as of the date of exercise, not in excess of the maximum amount of tax required to be withheld by law (or
such lower amount as may be necessary to avoid classification of your option as a liability for financial accounting
purposes).    Notwithstanding the filing of such election, shares of Common Stock shall be withheld solely from fully vested shares of
Common Stock determined as of the date of exercise of your option that are otherwise issuable to you upon such exercise.  Any adverse
consequences to you arising in connection with such share withholding procedure shall be your sole responsibility.
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(c) You may not exercise your option unless the tax withholding obligations of the Company and/or any

Affiliate are satisfied.  Accordingly, you may not be able to exercise your option when desired even though your option is vested, and the
Company will have no obligation to issue a certificate for such shares of Common Stock or release such shares of Common Stock from any
escrow provided for herein, if applicable, unless such obligations are satisfied.

12. TAX CONSEQUENCES. You hereby agree that the Company does not have a duty to design or administer the Plan or its
other compensation programs in a manner that minimizes your tax liabilities. You will not make any claim against the Company, or any of its
Officers, Directors, Employees or Affiliates related to tax liabilities arising from your option or your other compensation. In particular, you
acknowledge that this option is exempt from Section 409A of the Code only if the exercise price per share specified in the Grant Notice is at
least equal to the “fair market value” per share of the Common Stock on the Date of Grant and there is no other impermissible deferral of
compensation associated with the option.

13. NOTICES.  Any notices provided for in your option or the Plan will be given in writing (including electronically) and
will be deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit
in the United States mail, postage prepaid, addressed to you at the last address you provided to the Company.  The Company may, in its sole
discretion, decide to deliver any documents related to participation in the Plan and this option by electronic means or to request your consent
to participate in the Plan by electronic means.  By accepting this option, you consent to receive such documents by electronic delivery and to
participate in the Plan through an on-line or electronic system established and maintained by the Company or another third party designated
by the Company.

14. GOVERNING PLAN DOCUMENT.  Your option is subject to all the provisions of the Plan, the provisions of which are
hereby made a part of your option, and is further subject to all interpretations, amendments, rules and regulations, which may from time to
time be promulgated and adopted pursuant to the Plan.  If there is any conflict between the provisions of your option and those of the Plan,
the provisions of the Plan will control.  In addition, your option (and any compensation paid or shares issued under your option) is subject to
recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and any implementing regulations
thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by applicable law.

15. OTHER DOCUMENTS.  You hereby acknowledge receipt of and the right to receive a document providing the information
required by Rule 428(b)(1) promulgated under the Securities Act, which includes the Plan prospectus.  In addition, you acknowledge receipt
of the Company’s policy permitting certain individuals to sell shares only during certain “window” periods and the Company’s insider
trading policy, in effect from time to time.

16. EFFECT ON OTHER EMPLOYEE BENEFIT PLANS.  The value of this option will not be included as compensation, earnings,
salaries, or other similar terms used when calculating your benefits under any employee benefit plan sponsored by the Company or any
Affiliate, except as such plan otherwise expressly provides. The Company expressly reserves its rights to amend, modify, or terminate any of
the Company’s or any Affiliate’s employee benefit plans.

17. VOTING RIGHTS.  You will not have voting or any other rights as a stockholder of the Company with respect to the
shares to be issued pursuant to this option until such shares are issued to you.   Upon such issuance, you will obtain full voting and other
rights as a stockholder of the Company.  Nothing contained in this option, and no action taken pursuant to its provisions, will create or be
construed to create a trust of any kind or a fiduciary relationship between you and the Company or any other person.
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18. SEVERABILITY.  If all or any part of this Option Agreement or the Plan is declared by any court or governmental

authority to be unlawful or invalid, such unlawfulness or invalidity will not invalidate any portion of this Option Agreement or the Plan not
declared to be unlawful or invalid.  Any Section of this Option Agreement (or part of such a Section) so declared to be unlawful or invalid
shall, if possible, be construed in a manner which will give effect to the terms of such Section or part of a Section to the fullest extent
possible while remaining lawful and valid.

19. MISCELLANEOUS.

(a) The rights and obligations of the Company under your option will be transferable to any one or more
persons or entities, and all covenants and agreements hereunder will inure to the benefit of, and be enforceable by the Company’s successors
and assigns.

(b) You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your option.

(c) You acknowledge and agree that you have reviewed your option in its entirety, have had an opportunity to
obtain the advice of counsel prior to executing and accepting your option, and fully understand all provisions of your option.

(d) This Option Agreement will be subject to all applicable laws, rules, and regulations, and to such approvals
by any governmental agencies or national securities exchanges as may be required.

(e) All obligations of the Company under the Plan and this Option Agreement will be binding on any successor
to the Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of
all or substantially all of the business and/or assets of the Company.
 

*    *    *
 

This Option Agreement will be deemed to be signed by you upon the signing by you of the Stock Option Grant Notice to which it
is attached.
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ATTACHMENT II

2018 EQUITY INCENTIVE PLAN

Omitted pursuant to Regulation S-K Item 601(a)(5)
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ATTACHMENT III

NOTICE OF EXERCISE

NEURONETICS, INC.
Date of Exercise: _______________

 
This constitutes notice to Neuronetics, Inc. (the “Company”) under my stock option that I elect to purchase the below number of

shares of Common Stock of the Company (the “Shares”) for the price set forth below.

Type of option (check one): Incentive  ☐ Nonstatutory  ☐

Stock option dated: _______________ _______________

Number of Shares as
to which option is
exercised: _______________ _______________

Certificates to be
issued in name of: _______________ _______________

Total exercise price: $______________ $______________

Cash payment delivered
herewith: $______________ $______________

   

   

[Value of ________ Shares delivered herewith1: $______________ $______________]

[Value of ________ Shares pursuant to net
exercise2: $______________ $______________]

[Regulation T Program (cashless exercise3): $______________ $______________]

 
 

 
1    Shares must meet the public trading requirements set forth in the option.  Shares must be valued in accordance with the terms of the

option being exercised, and must be owned free and clear of any liens, claims, encumbrances or security interests.  Certificates must be
endorsed or accompanied by an executed assignment separate from certificate.

2    The option must be a Nonstatutory Stock Option, and the Company must have established net exercise procedures at the time of exercise,
in order to utilize this payment method.

3    Shares must meet the public trading requirements set forth in the option.  
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By this exercise, I agree (i) to provide such additional documents as you may require pursuant to the terms of the Neuronetics, Inc.

2018 Equity Incentive Plan, (ii) to provide for the payment by me to you (in the manner designated by you) of your withholding obligation, if
any, relating to the exercise of this option, and (iii) if this exercise relates to an incentive stock option, to notify you in writing within fifteen
(15) days after the date of any disposition of any of the Shares issued upon exercise of this option that occurs within two (2) years after the
date of grant of this option or within one (1) year after such Shares are issued upon exercise of this option.
 
 

Very truly yours,
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Exhibit 31.1

CERTIFICATION

I, Keith J. Sullivan, certify that:

1. I have reviewed this Annual Report on Form 10-Q of Neuronetics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

 (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures, and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such
evaluation; and

 (d) Disclosed in this report, any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
Date: August 4, 2020  By:  /s/ Keith J. Sullivan
  Name:  Keith J. Sullivan
  Title:  President and Chief Executive Officer
    (Principal Executive Officer)
 

 



 
Exhibit 31.2

CERTIFICATION

I, Stephen Furlong, certify that:

1. I have reviewed this Annual Report on Form 10-Q of Neuronetics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

 (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures, and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such
evaluation; and

 (d) Disclosed in this report, any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
Date: August 4, 2020  By:  /s/ Stephen Furlong
  Name:  Stephen Furlong
  Title:  VP, Finance, Chief Financial Officer and Member of the Office of the

President
    (Principal Financial and Accounting Officer)
 

 



 
Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Neuronetics, Inc. (the “Company”) for the fiscal quarter ended June 30, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

 (1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

 
Date: August 4, 2020 By:  /s/ Keith J. Sullivan
 Name:  Keith J. Sullivan
 Title:  President and Chief Executive Officer(Principal

Executive Officer)
 

 

 



 
Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Neuronetics, Inc. (the “Company”) for the fiscal quarter ended June 30, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

 (1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

 
Date: August 4, 2020 By:  /s/ Stephen Furlong
 Name:  Stephen Furlong
 Title:  VP, Finance, Chief Financial Officer and Member

of the Office of the President(Principal Financial
and Accounting Officer)
 

 

 


