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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934

For the quarterly period ended March 31, 2015

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number: 001-36715

Nevro Corp.

(Exact name of registrant as specified in its chaer)

Delaware 56-2568057
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

4040 Campbell Avenue

Menlo Park, CA
(Address of principal executive offices)

94025
(Zip Code)

(650) 251-0005
(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by Seati® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y No O



Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maocelerated filer, or a smaller reporting
company. See definitions of “large accelerated fitaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated file [J Accelerated filel O

Non-accelerated file (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantstell company (as defined in Rule 12b-2 of the BExge Act). YesO No

As of April 30, 2015 there were 24,897,647 shafah@registrant’'s common stock, par value $0.0érighare, outstanding.




Table of Contents

Nevro Corp.

TABLE OF CONTENTS

Page

PART |—FINANCIAL INFORMATION 3
Item 1. Condensed Consolidated Financial Statenfantudited 3
Condensed Consolidated Balance Sheets as of Mar@035 and December 31, 2C 3
Condensed Consolidated Statements of Operation€amprehensive Loss for the three months endediMa&dg 2015 and 201 4
Condensed Consolidated Statements of Cash Flovteddhree months ended March 31, 2015 and . 5
Notes to Condensed Consolidated Financial Statexr 6
Item 2. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior 18
Item 3. Quantitative and Qualitative DisclosureAbMarket Risk 24
Item 4. Controls and Procedul 24
PART Il —OTHER INFORMATION 26
Item 1. Legal Proceedin( 26
Iltem 1A. Risk Factor 26
Item 2. Unregistered Sales of Equity Securities ldad of Proceec 51
Item 3. Defaults Upon Senior Securit 51
Item 4. Mine Safety Disclosurt 51
Item 5. Other Informatio 51
Item 6. Exhibits 52
SIGNATURES 53



Table of Contents

PART |—FINANCIAL INFORMATION

ltem 1. Condensed Consolidated Financial Statements
Nevro Corp.
Condensed Consolidated Balance Sheets

(unaudited)
(in thousands, except share and per share data)

December 31

March 31,
2015 2014
Assets
Current assetl
Cash and cash equivalel $ 21,98¢ $ 25,28
Shor-term investment 137,23. 151,52:
Accounts receivable, net of allowance for doub#fttounts of $10 and $10 at March 31, 2015 and

December 31, 2014, respectivi 7,31¢ 6,61(
Inventories, ne 18,23¢ 14,85¢
Prepaid expenses and other current a: 3,02¢ 2,851

Total current asse 187,79:. 201,12!
Property and equipment, r 1,18¢ 647
Other asset 2,33 424
Restricted cas 90€ 30C

Total asset $ 192,22( $ 202,49t
Liabilities and stockholders’ equity
Current liabilities

Accounts payabl $ 8,151 $ 4,46(
Accrued liabilities 5,21¢ 6,26¢
Other current liabilitie: 60 70

Total current liabilities 13,42¢ 10,79¢
Notes payabli 19,56¢ 19,51
Other lon¢-term liabilities 104 117

Total liabilities 33,10: 30,42¢
Commitments and contingencies (Note
Stockholder equity

Preferred stock, $0.001 par value, 10,000,000 stearthorized at March 31, 2015 and December 31,

2014; zero shares issued and outstanding at Mdrck03.5 and December 31, 2C — —
Common stock, $0.001 par value, 290,000,000 shzargmrized at March 31, 2015 and December 31

2014; 24,896,511 and 24,865,491 shares issuedusthnding at March 31, 2015 and December :

2014, respectivel 25 25
Additional paic-in capital 295,25! 293,94!
Accumulated other comprehensive income (I (12%) 77
Accumulated defici (136,03) (121,97)

Total stockholder equity 159,11¢ 172,07(
Total liabilities and stockholde’ equity $ 192,22( $ 202,49¢

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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Nevro Corp.

Condensed Consolidated Statements of Operations aftbmprehensive Loss

(unaudited)
(in thousands, except share and per share data)

Revenue
Cost of revenu

Gross profit
Operating expens¢
Research and developmt
Sales, general and administrat

Total operating expens

Loss from operation
Interest incom
Interest expens
Other income (expense), r

Loss before income taxi
Provision for income taxe

Net loss
Accretion of redeemable convertible preferred stociedemption valu

Net loss attributable to common stockholc

Other comprehensive income (los
Changes in foreign currency translation adjustr
Changes in gains (losses) on s-term investments, ni

Net change in other comprehensive |

Comprehensive los

Net loss per share attributable to common stocldrs|dasic and dilute

Weighted average number of common shares usedripute basic and diluted net loss per sl

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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Three Months Ended

March 31,
2015 2014
$ 9,662 $ 6,66¢
3,87: 2,99¢
5,78¢ 3,66¢
4,99¢ 4,69¢
13,13( 6,21(
18,12¢ 10,90¢
(12,339 (7,24))
104 40
(679) —
(1,010 23¢
(13,919 (6,96%)
14z 93
(14,06() (7,056)
— 43
(14,060 (7,099
(129) —
(79) (13
(202) (13)
$ (14,26)) $ (7,110
$ (057 $  (6.60
24,849,22 1,075,93.
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Nevro Corp.
Condensed Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Three Months Ended

March 31,
2015 2014
Cash flows from operating activities
Net loss $(14,06() $ (7,05¢€)
Adjustments to reconcile net loss to net cash usegerating activitie:
Depreciation and amortizatic 46 16
Stocl-based compensation expel 1,21¢ 40~
Amortization (accretion) of premium (discount) dros-term investment (77) 10z
Write down of inventory 264 24
Non-cash interest expen 58 —
Changes in operating assets and liabili
Accounts receivabl (704) 80
Inventories (3,649 8
Prepaid expenses and other current a (A75) (796
Other asset (2,909 (23
Accounts payabl 3,49¢ 13z
Accrued liabilities (1,339 (96¢)
Other lon¢-term liabilities (13 (25)
Net cash used in operating activit (16,829 (8,100
Cash flows from investing activities
Purchases of shterm investment (3,74)) (11,939
Proceeds from maturity of sh-term investment 18,02: 23,12:
Restricted cas (60€) —
Purchases of property and equipir (228) (109)
Net cash provided by investing activiti 13,441 11,07:
Cash flows from financing activities
Proceeds from issuance of common st 79 29
Net cash provided by financing activiti 79 29
Net increase (decrease) in cash and cash equis (3,309 3,00z
Cash and cash equivalent
Cash and cash equivalents at beginning of p¢ 25,28: 12,40¢
Cash and cash equivalents at end of pe $21,98: $1541:
Significant non-cash transactions
Property and equipment in accounts pay: $ 36C 33
Vesting of earl-exercised stock optior $ 13 $ 114

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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Nevro Corp.

Notes to Condensed Consolidated Financial Statement
(unaudited)

1. Formation and Business of the Company

The Company was incorporated in Minnesota on Maf;i2006 to manufacture and market innovative adtivlantable medical
devices for the treatment of neurological disordeitgally focusing on the treatment of chronic paSubsequently, the Company was
reincorporated in Delaware on October 4, 2006 atatated to California.

Since inception, the Company has incurred net $o88d negative cash flows from operations. Dutigyear ended December 31, 2014
the Company incurred a net loss of $30.7 milliod ased $31.1 million of cash in operations. Forttiree months ended March 31, 2015, the
Company incurred a net loss of $14.1 million aneldu$16.8 million of cash in operations. At March 3015 and December 31, 2014, the
Company had an accumulated deficit of $136.0 nmlaod $122.0 million, respectively, and does ngieekto experience positive cash flows
in the near future. The Company has financed ojpeisto date primarily through private placemeritequity securities, the issuance of
common stock in the initial public offering (IPQropleted in November 2014 and borrowings under @greement. On May 8, 2015, the
Company’s Senza spinal cord stimulation product agsoved for commercialization in the United Stdig the U.S. Food and Drug
Administration (FDA). The Company’s ability to cimie to meet its obligations and to achieve itsimss objectives is dependent upon,
amongst other things, commercializing its prodircthie United States, generating sufficient reverard its ability to continue to control
expenses, if necessary, to meet its obligationkesbecome due for the foreseeable future. Faitunecrease sales of its products, manage
discretionary expenditures or raise additionalritiag, as required, may adversely impact the Coryipability to achieve its intended
business objectives.

The accompanying interim condensed consolidatehéiial statements as of March 31, 2015 and fothtte months ended March 31,
2015 and 2014, and the related interim informationtained within the notes to the financial statet®eare unaudited. The unaudited interim
condensed consolidated financial statements hase frepared in accordance with generally accemteauating principles for interim
financial information and on the same basis astltited financial statements. In the opinion of ag@ment, the accompanying unaudited
interim condensed consolidated financial statememtsain all adjustments which include only normeglurring adjustments necessary to state
fairly the Company'’s financial position as of Margh, 2015, and the results of its operations asti 8aws for the three months ended
March 31, 2015 and 2014. Such adjustments arenofraal and recurring nature. The results for tmeghmonths ended March 31, 2015 are
necessarily indicative of the results to be expktte the year ending December 31, 2015, or forfatyre period.

The accompanying condensed consolidated finanzitdraents and related financial information shdudidead in conjunction with the
audited consolidated financial statements anddlaead notes thereto for the year ended Decemh&03% included in the Company’s Annual
Report filed on Form 10-K filed with the Securiti@sd Exchange Commission (SEC) on March 18, 2015.

2. Summary of Significant Accounting Policies
Basis of Presentation

These condensed consolidated financial statemewntsiteen prepared in accordance with accountimgipies generally accepted in the
United States of America (U.S. GAAP). The condensmusolidated financial statements include the Camgfs accounts and those of its
wholly owned subsidiaries. All intercompany accauand transactions have been eliminated.

Segments

The chief operating decision maker for the Compartiie Chief Executive Officer. The Chief ExecutWéficer reviews financial
information presented on a consolidated basis,rapaaied by information about revenue by geograpgon, for purposes of allocating
resources and evaluating financial performance.ddmpany has one business activity and there asegmment managers who are held
accountable for operations, operating results angfor levels or components below the consolidatedievel. Accordingly, the Company has
determined that it has a single reportable andatipey segment structure. The Company and its Ghxetutive Officer evaluate performance
based primarily on revenue in the geographic looatin which the Company operat



The Company derives all of its revenues from s@lesistomers in Australia and Europe, and has eobggun to sell its products in the
Unites States. Revenue by geography is based diilling address of the customer. The followingl¢aets forth countries with revenue

accounting for more than 10% of the total revenueng) the periods presented:

Three Months
Ended March 31,

2015 2014
Australia 27% 27%
United Kingdom 22% 15%
Germany 18% 15%
Netherlands 7% 14%



Table of Contents

Long-lived assets and operating income outsidéJiiieed States are not material; therefore, discleshave been limited to revenue.

Foreign Currency Translation

The Company’s consolidated financial statementpegpared in U.S. dollars (USD). Its foreign sulzsiés use their local currency as
their functional currency and maintain their recmthe local currency. Accordingly, the asset l@ilities of these subsidiaries are
translated into USD using the current exchangesiiateffect at the balance sheet date and equityusts are translated into USD using
historical rates. Revenues and expenses are ttathslsing the monthly average exchange rates dthangeriod when the transaction occurs.
The resulting foreign currency translation adjusttadrom this process are recorded in accumulateer comprehensive income (loss) in the
consolidated balance sheets. Unrealized foreighamge gains and losses from the remeasuremergeitamnd liabilities denominated in
currencies other than the functional currency efréporting entity are recorded in Other incomgéese), net. The Company recorded net
unrealized foreign currency transaction gain (la$s§(0.5) million and $0.2 million during the tlrenonths ended March 31, 2015 and 2014,
respectively. Additionally, realized gains and Essesulting from transactions denominated in cweigs other than the local currency are
recorded in Other income (expense), net in theal@aed statements of operations. The Companydecorealized foreign currency
transaction gain (loss) of $(0.5) million, and $8I0), during the three months ended March 31, 20@52814, respectively.

As the Company'’s international operations growritks associated with fluctuation in currency satéll become greater, and the
Company will continue to reassess its approachanaging this risk. In addition, currency fluctuasoor a weakening USD can increase the
costs of the Company'’s international expansionddi®, the Company has not entered into any for@igrency hedging contracts. Based on it:
current international structure, the Company daggpfan on engaging in hedging activities in thanfature.

Use of Estimates

The preparation of financial statements in accacdamith U.S. GAAP requires management to make eséisnand assumptions that
affect the amounts reported in the condensed cioiaset] financial statements and accompanying n8igsificant accounting estimates and
management judgments reflected in the condensesblidated financial statements include items schllawances for doubtful accounts;
clinical accruals; stock-based compensation; dégitiien and amortization periods; inventory valuafigaluation of investments and deferred
tax assets, including valuation allowances. Estimate based on historical experience, where afydicand other assumptions believed to be
reasonable by the management. Actual results nifgy diom those estimates under different assunmgtior conditions.

Concentration of Credit Risk and Other Risks and Urtertainties

Financial instruments that potentially subject @@mpany to a concentration of credit risk consistash, cash equivalents and
investments. The majority of the Company’s cadireisl by one financial institution in the United ®sof America in excess of federally
insured limits. The Company maintained investméntaoney market funds that were not federally iesdluring the periods ended March 31
2015 and December 31, 2014 and held cash in foleghks of approximately $5.1 million at March 30,18 and $4.3 million at December 31,
2014 that was not federally insured. The Comparsyrtod experienced any losses on its deposits tf @ad cash equivalents.

All of the Company’s revenue has been derived fsahes of its products in international marketsaggally Australia and Europe. In the
international markets in which the Company partitgs, the Company uses both a direct sales fotdiatributors to sell its products. The
Company performs ongoing credit evaluations oflitsct customers and distributors, does not requdtateral and maintains allowances for
potential credit losses on customer accounts wieemeéd necessary.

During the three-month period ended March 31, 2@b5ustomers accounted for more than 10% of thrag@oy’s revenue, and during
the three-month period ended March 31, 2014, ostomer accounted for 14% of the Compamgvenue. As of March 31, 2015, one custc
accounted for 12% of the accounts receivable belafs of December 31, 2014, no customer accountechdére than 10% of the Company’s
accounts receivable balance.

The Company is subject to risks common to earlgestaedical device companies, including, but noitéchto, new technological
innovations, dependence on key personnel, protecfiproprietary technology, compliance with govaent regulations, product liability,
manufacturing quality and scaling, uncertainty @frket acceptance of products and the need to obdaiitional financing. The Company is
dependent on thi-party manufacturers and suppliers, in some cade- or single-source suppliers



There can be no assurance that the Company’s peoduservices will continue to be accepted irekisting marketplaces or gain
acceptance in the U.S. marketplace, nor can ttesnp assurance that any future products or sercie be developed or manufactured at an
acceptable cost and with appropriate performanaeacheristics, or that such products or servicdisbwisuccessfully marketed, if at all.
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The Company expects to incur substantial operatisges for the next several years and will neaabtain additional financing in order
to launch and commercialize any products or prodantiidates for which it receives regulatory apptoVhere can be no assurance that such
financing will be available or will be at terms aptable by the Company.

Fair Value of Financial Instruments

The carrying amounts of certain of the Companyiatfiicial instruments, including cash equivalentsrtsterm investments, accounts
receivable, accounts payable and accrued lialsiliipproximate fair value due to their relativedpid maturities.

Cash and Cash Equivalents

The Company considers all highliguid investments purchased with an original migguf three months or less at the date of purche
be cash equivalents. Cash and cash equivalentalmeohoney market funds in the amount of $10.0 onilind $10.6 million as of March 31,
2015 and December 31, 2014, respectively. At M&% 015 and December 31, 2014, the Company’semsivalents were held in
institutions in the United States and include dépads a money market fund which was unrestrictedoawithdrawal or use.

Restricted Cash

Restricted cash of $0.3 million as of December2Ril4 represents a certificate of deposit collatare payment of charges related to the
Company’s corporate credit cards. Restricted cagif March 31, 2015 represents $0.3 million of difteate of deposit collateralizing
payment of charges related to the Compsueyédit cards and also includes $0.6 million repnéing collateral for a letter of credit relatedtie
Company’s lease entered into in March 2015.

Investment Securities

The Company classifies its investment securitiesvadlable-forsale. Those investments with maturities of lesa tamonths at the de
of purchase are considered short-term investm&htsse investments with maturities greater than dths at the date of purchase are
considered long-term investments. The Company’estment securities classified as available-for-aederecorded at fair value based upon
guoted market prices at period end. Unrealizedsgaimil losses, deemed temporary in nature, areteepas a separate component of
comprehensive income (loss).

A decline in the fair value of any security belowstthat is deemed other than temporary resuliscimarge to earnings and the
corresponding establishment of a new cost basithésecurity. Premiums (discounts) are amortiaedréted) over the life of the related
security as an adjustment to yield using the dttdige interest method. Dividend and interest meoare recognized when earned. Realized
gains and losses are included in earnings andesireed using the specific identification method d@termining the cost of securities sold.

Inventories

Inventories are stated at the lower of cost to lpase or manufacture the inventory or the marketevaf such inventory. Cost is
determined using the standard cost method whichoappates the first-in, first-out basis. Marketwalis determined as the lower of
replacement cost or net realizable value. The Compegularly reviews inventory quantities in coresation of actual loss experiences,
projected future demand and remaining shelf lifestmord a provision for excess and obsolete invgntdien appropriate.

The Company'’s policy is to write down inventory thas become obsolete, inventory that has a ce# lmeexcess of its expected net
realizable value and inventory in excess of exgentgquirements. The estimate of excess quantgtisghbjective and primarily dependent on
Company’s estimates of future demand for a padicptoduct. If the estimate of future demand isdumate based on actual sales, the
Company may increase the write down for excessnitovg for that component and record a charge tentwy impairment in the
accompanying consolidated statements of operatindscomprehensive loss. The Company periodicatiyuetes the carrying value of
inventory on hand for potential excess amounts deenand using the same lower of cost or marketomgpras that has been used to value th
inventory. The Company also periodically evaluategntory quantities in consideration of actuaklesperience. As a result of these
evaluations, the Company recognized a total widterdfor Senza inventories of $0.3 million and $29,06or the three months ended March
2015 and 2014, respectively. The Company’s estonaif the future demand for a particular comporméithe Senza product may vary and
may result in changes in estimates in any partiquéaiod.

Shipping and Handling Costs

Shipping and handling costs are expensed as irtcarre are included in cost of revenue.

8
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Revenue Recognition
The Company recognizes revenue when all of thevatig criteria are met:
» persuasive evidence of an arrangement e
» the sales price is fixed or determinat
» collection of the relevant receivable is probattltha time of sale; an

» delivery has occurred or services have been redc

For a majority of sales, where the Company’s sapgesentative delivers its product at the poinbgflantation at hospitals or medical
facilities, the Company recognizes revenue uponptetion of the procedure and authorization, whigbresents satisfaction of the required
revenue recognition criteria. For the remainingsaivhich are sent from the Company’s distributienters directly to hospitals and medical
facilities, as well as distributor sales, whereduret is ordered in advance of an implantation pdace and a valid purchase order has been
received, the Company recognizes revenue at theedfrshipment of the product, which representgtiiat in time when the customer has
taken ownership and assumed the risk of loss andetiiuired revenue recognition criteria are satisfThe Company’s customers are obligate
to pay within specified terms regardless of wheif threy ever sell or use the products. The Compiogs not offer rights of return or price
protection and it has no post-delivery obligations.

The Company has a limited one-year warranty to mastomers in the international markets in whiabpiérates. Warranty terms may
vary once the Company has commercialized in theedrtates. Estimated warranty obligations arerdezbat the time of sale and to date,
warranty costs have been insignificant.

Property and Equipment

Property and equipment are stated at cost lessragated depreciation and amortization. Depreciatibproperty and equipment is
computed using the straight-line method over tlse@sestimated useful lives of three to five yehesasehold improvements are amortized on
a straight-line basis over the shorter of the estiéah useful life of the asset or the term of tlasée Upon retirement or sale, the cost and relate
accumulated depreciation are removed from the disiaded balance sheet and the resulting gain ar, ibany, is reflected in operations.
Maintenance and repairs are charged to operat®mearred.

Impairment of Long-Lived Assets

The Company reviews long-lived assets for impairtwémenever events or changes in circumstancesatedtbat the carrying amount of
an asset might not be recoverable. When such art eveurs, management determines whether therbdeasimpairment by comparing the
anticipated undiscounted future net cash flow$éorelated asset group’s carrying value. If antassmonsidered impaired, the asset is written
down to fair value, which is determined based eitrediscounted cash flows or appraised value, mi#ipg on the nature of the asset. There
were no impairment charges or changes in estimagefll lives recorded through March 31, 2015.

Income Taxes

The Company prepares quarterly estimates of itptaxision using a discrete approach. Additionaly Company records income taxes
using the asset and liability method, which recgittee recognition of deferred tax assets and itedslifor the expected future tax consequence
of events that have been recognized in the Compamyidensed consolidated financial statementsconie tax returns. In estimating future
tax consequences, expected future events otheetfaiments or changes in the tax law or ratesarsidered. Valuation allowances are
provided when necessary to reduce deferred taxsassthe amount expected to be realized.

The Company operates in various tax jurisdictiams ia subject to audit by various tax authorities.date, all of the Comparg/revenue
have been derived outside of the United Statesttanthxes paid have been predominantly due tariedaxes in foreign jurisdictions in which
the Company conducts business. The Company profodésx contingencies whenever it is deemed priebtitat a tax asset has been impaire
or a tax liability has been incurred for eventstsas tax claims or changes in tax laws. Tax costiages are based upon their technical merits
relative tax law, and the specific facts and cirstances as of each reporting period. Changestis &l circumstances could result in materia
changes to the amounts recorded for such tax gmniaies.

The Company records uncertain tax positions or#sés of a two-step process whereby (1) a detetiome made as to whether it is
more likely than not that the tax positions will fiestained based on the technical merits of thiéipognd (2) for those tax positions that meet
the more-likely-than-not recognition threshold, @@mpany recognizes the largest amount of tax itehat is greater than 50% likely to be
realized upon ultimate settlement with the reldgedauthority.



Comprehensive Income (Loss)

Comprehensive income (loss) represents all chainges stockholders’ equity except those resulfiogn and distributions to
stockholders. The Company’s unrealized gains assk® on short-term available-for-sale investmeruriiées and foreign currency translation
adjustments represent the components of other @mpsive income (loss) that are excluded fromdpented net loss and have been
presented in the consolidated statements of opasatnd comprehensive loss.
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Research and Development

Research and development (R&D), costs, including peduct development, regulatory compliance aimdaal research, are charged to
operations as incurred in the consolidated statéesta#roperations and comprehensive loss. Such oudigle personneklated costs, includir
stock-based compensation, supplies, services, ciafiom, allocated facilities and information sees, clinical trial and related clinical
manufacturing expenses, fees paid to investigaftes and other indirect costs.

Stock-Based Compensation

The Company accounts for stock-based compensatiangements with employees in accordance with ASE; Stock Based
Compensation ASC 718 requires the recognition of compensatigmense, using a fair value-based method, for cekstted to all share-based
payments including stock options.

The Company’s determination of the fair value afcktoptions on the date of grant utilizes the Bi&ckoles option-pricing model and is
impacted by its common stock price as well as ceamg assumptions regarding a number of highly dexngnd subjective variables. These
variables include, but are not limited to, expedtrdh that options will remain outstanding, expdatemmon stock price volatility over the
term of the option awards, risk-free interest rated expected dividends.

The fair value is recognized over the period duriigch an optionee is required to provide servioesxchange for the option award,
known as the requisite service period (usuallywisting period) on a straight-line basis. Stockeblasompensation expense recognized at fair
value includes the impact of estimated forfeitufidse Company estimates future forfeitures at the dagrant and revises the estimates, if
necessary, in subsequent periods if actual foriestdiffer from those estimates.

Equity instruments issued to non-employees arerdecbat their fair value on the measurement dadeas® subject to periodic
adjustments as the underlying equity instrumenss. iéhe fair value of options granted to consufiasitexpensed when vested. The non-
employee stock-based compensation expense wasatetiah for all periods presented.

Estimating the fair value of equity-settled awaadsof the grant date using valuation models, sedh&Black-Scholes option pricing
model, is affected by assumptions regarding a nummbeomplex variables. Changes in the assumptiansmaterially affect the fair value and
ultimately how much stockased compensation expense is recognized. Thes#s ae subjective and generally require signifiearalysis an
judgment to develop. For all stock options graritedate, the Company estimated the volatility detsed on a study of publicly traded indu
peer companies. For purposes of identifying these pompanies, the Company considered the indssage of development, size and
financial leverage of potential comparable compauniée risk-free interest rate is based on thelyaghilable on U.S. Treasury zero-coupon
issues similar in duration to the expected terrthefequity-settled award.

The Company recognizes a benefit from stock-basetpensation as additional paid-in capital if arréneental tax benefit is realized by
following the with-and-without approach. In additidhe company has also elected to ignore thedottax effects of stock-based
compensation deductions for financial and accogn@porting purposes.

Net Loss per Share of Common Stock

Basic net loss per common share is calculated\wglidg the net loss attributable to common stocled by the weighted average
number of common shares outstanding during th@gewithout consideration for potentially dilutigecurities. Diluted net loss per share is
computed by dividing the net loss attributabledmeon stockholders by the weighted average numibmyromon shares and potentially
dilutive securities outstanding for the period. parposes of the diluted net loss per share cadloalghe Company’s redeemable convertible
preferred stock and convertible preferred stock@rdmon stock options are considered to be potgntidutive securities. Because the
Company has reported a net loss in all periodsepted, diluted net loss per common share is the sanbasic net loss per common share for
those periods.

Recent Accounting Pronouncements

In April 2015, the Financial Accounting Standardsal (FASB) issued ASU No. 2015-08terest—Imputation of Interest (Subtopic
835-30): Simplifying the Presentation of Debt Igstm Costs which requires that debt issuance costs relat@drécognized debt liability be
presented in the balance sheet as a direct deddaotim the carrying amount of the related debtiligh consistent with debt discounts. ASU
2015-03 applies to all business entities and iscéiffe for public business entities for annual pesi and interim periods within those annual
periods, beginning after December 15, 2015. Eatbpton is permitted. The Company does not exgettthe adoption of ASU 2015-03 will
have a material effect on its consolidated finadrstiatements



In May 2014, the FASB issued ASU No. 2014-B@yvenue from Contracts with Custom@rspic 606), which supersedes the revenue
recognition requirements in ASC 6% evenue RecognitiorThis ASU is based on the principle that reversuecognized to depict the transfer
of goods or services to customers in an amountréfigicts the consideration to which the entityentp to be entitled in exchange for those
goods or services. The ASU also requires additidisalosure about the nature, amount, timing arcértainty of revenue and cash flows
arising from customer contracts, including sigrfit judgments and changes in judgments and asssignized from costs incurred to obtain
or fulfill a

10



Table of Contents

contract. The ASU is effective for public entitfes annual and interim periods beginning after Deber 15, 2016. In April 2015, the FASB
proposed to defer for one year the effective datbe@new revenue standard, with an option thatldvpermit companies to adopt the standard
as early as the original effective date. Early didopprior to the original effective date is notrmitted. The Company has not determined the
potential effects of this ASU on its consolidatethhcial statements.

In June 2014, the FASB issued ASU 2014A&;ounting for Share-Based Payments When the Tafrens Award Provide That a
Performance Target Could Be Achieved after the RiéguService Perio. ASU 2014-12 requires that a performance targataffects vesting
and could be achieved after the requisite serviciog be treated as a performance condition. ASU2IR is effective for the Company in its
first quarter of 2016 with early adoption permitt&the Company does not expect its pending adopfiéx6U 2014-12 to have a material
impact on its consolidated financial statementsdiadiosures.

In August 2014, the FASB issued ASU No. 2014Disclosure of Uncertainties About an Entity’s Atyilio Continue as a Going
Concern. The new standard provides guidance around marag&mesponsibility to evaluate whether thereuisssantial doubt about an
entity’s ability to continue as a going concern amgrovide related footnote disclosures. The n&ndard is effective for fiscal years, and
interim periods within those fiscal years, beginpaiter December 15, 2016. Early adoption is peeaitThe adoption of this standard is not
expected to have a material impact on the Compamyisolidated financial statements.

3. Fair Value Measurements

Fair value is defined as the exchange price thaldvoe received for an asset or an exit price patdansfer a liability in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. Valuation
techniques used to measure fair value must maxithzese of observable inputs and minimize theofismobservable inputs.

The fair value hierarchy defines a three-level aibn hierarchy for disclosure of fair value measnents as follows:
» Level —Observable inputs, such as quoted prices in aoiauets for identical assets or liabiliti

* Level 2—Observable inputs other than Levelitgs, such as quoted prices for similar assetgbitities, quoted prices in markets
that are not active, or other inputs that are olag#e or can be corroborated by observable maat fdr substantially the full term
of the assets or liabilitie

» Level 3—Unobservable inputs that are suppdbietittle or no market activity and that are sigeeit to the fair value of the assets
or liabilities.

Cash Equivalents and Short-Term Investments

The Company’s cash equivalents are comprised @stnvents in money market funds that are classifiedevel 1 of the fair value
hierarchy. To value its money market funds, the Gany values the funds at $1 stable net asset wahieh is the market pricing convention
for identical assets that the Company has thetaldliaccess. The Company’s short-term investmamtsomprised of commercial paper, time
deposits and corporate notes. All short-term innesits have been classified within Level 2 of thevalue hierarchy because of the sufficient
observable inputs for revaluation. The Company’¢dl@ investments are valued using third-partyipgeources. The pricing services utilize
industry-standard valuation models, including battome and market-based approaches, for whichgalificant inputs are observable, either
directly or indirectly, to estimate fair value. Eeeinputs include reported trades of and brokelédegotes on the same or similar investments
issuer credit spreads, benchmark investments, ymega/default projections based on historical @ead other observable inputs. The follow
table sets forth the Company’s financial instrureehait were measured at fair value on a recurrasistby level within the fair value hierarchy
(in thousands):

Balance as of March 31, 201 Level 1 Level 2 Level & Total
Assets:
Money market funds (i $9997 $ — $— $ 9,997
Time deposits (ii 10,00: — — 10,00:
Commercial paper (i — 131,17: — 131,17:
Total asset $19,99¢ $131,17: $— $151,16¢
Balance as of December 31, 20: Level 1 Level 2 Level & Total
Assets:
Money market funds (i $1059C $ — $— $ 10,59(
Commercial paper (i — 140,48: — 140,48
Corporate notes (i — 19,031 — 19,031
Total asset $10,59( $159,52: $— $170,11:
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() included in cash and cash equivalents on the caedieconsolidated balance she
(i) included in either cash and cash equivalents at-term investments on the condensed consolidatedicaksheets

4. Balance Sheet Components
Investments

The fair value of the Company’s cash, cash equitaland short-term investments approximates thepective carrying amounts due to
their short-term maturity. The following is a summaf the gross unrealized gains and unrealizese®®n the Company’s investment
securities (in thousands):

March 31, 2015

Gross Gross
Unrealized Unrealized
Amortized
Holding Holding Aggregate
Cost Gains Losses Fair Value
Investment Securities

Commercial paper ( $131,04« $ 127 $ — $131,17:
Time deposit: 10,00( 1 — 10,00
Total securities $141,04- $ 12¢ $ — $141,17:

(i) Includes $3.9 million of commercial paper that eessified as cash and cash equivalents on theldated balance shet

December 31, 201.

Gross Gross
Unrealized Unrealized
Amortized
Holding Holding Aggregate
Cost Gains Losses Fair Value
Investment Securities
Commercial paper ( $140,27: $ 211 $ — $140,48:
Corporate note 19,04( — 3 19,031
Total securities $159,31: $ 211 $ 3 $159,52:

(i) Includes $8.0 million of commercial paper thatlessified as cash and cash equivalents on the nsadeonsolidated balance sh

Realized gains or losses and other-than-tempomgpgirments, if any, on available-for-sale secusitiee reported in other income or
expense as incurred. The cost of securities saldtermined based on the specific identificatiortirod. The Company has not recorded any
realized gains on its investments during the perjpesented.

The contractual maturities of the Company’s investtrsecurities were all within one year as of M&&h2015 and December 31, 2014.

Inventories (in thousands)

March 31, 201¢ December 31, 201
Raw materials $ 8,29¢ $ 7,96(
Finished good 9,93¢ 6,89¢
$ 18,23¢ $ 14,85¢
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Property and Equipment, Net (in thousands)

March 31, 201¢ December 31, 201

Laboratory equipment $ 31t $ 39C
Computer equipment and softw 41¢€ 12t
Furniture and fixture 112 112
Leasehold improvemen 22 22
Construction in proces 593 333
Total 1,46( 982
Less: Accumulated depreciation and amortiza (277) (339
Property and equipment, r $ 1,18¢ $ 647

The Company recognized depreciation and amortiz&ipense on property and equipment during the timenths ended March 31,
2015 and 2014 of $46,000 and $16,000, respectively.

Accrued Liabilities (in thousands)

March 31, 201! December 31, 201

Accrued payroll and related expenses $ 2,852 $ 4,26¢
Accrued professional fee 711 184
Accrued taxe: 771 99¢
Accrued clinical and research expen 30& 613
Accrued othe 57¢ 20&
Total accrued liabilitie: $ 5,21¢ $ 6,26¢

5. Commitments and Contingencies
Operating Leases

The Company entered into a non-cancellable operédimse effective May 1, 2010 for facilities in M@iPark, as amended in 2012 to
extend the period of the lease until May 31, 20a%Jarch 2015, the Company extended the lease ¢iv@eptember 30, 2015 and is obligatec
to pay approximately $0.3 million in additional tggayments. In August 2014, the Company enteredamntew facility lease for warehouse
space beginning on August 21, 2014 through May2815. In March 2015, the Company extended the vearshlease through February 2017
under which it is obligated to pay approximately3illion in lease payments over the remainingtef the lease.

In March 2015, the Company entered into a leaseesgent for approximately 50,000 square feet oteffipace located in Redwood C
California for a period beginning in June 2015 anding in May 2022, with initial annual paymentsapproximately $2.0 million, increasing
to $2.4 million annually during the final year btlease term.

Rent expense for the three months ended March@®@5 2nd March 31, 2014 was $0.2 million and $0.iani respectively.
13
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Contingencies

From time to time, the Company may have certairtingant liabilities that arise in the ordinary cserof business activities. The
Company accrues a liability for such matters whes probable that future expenditures will be madd such expenditures can be reasonabl
estimated. There have been no contingent lialslitgguiring accrual or disclosure at March 31, 26lBecember 31, 2014.

Indemnification

The Company enters into standard indemnificatioarsiements in the ordinary course of businessuBntgo these arrangements, the
Company indemnifies, holds harmless and agreesintburse the indemnified parties for losses suffereincurred by the indemnified party,
in connection with any trade secret, copyrightepabr other intellectual property infringementigidby any third-party with respect to the
Company'’s technology. The term of these indemrtificaagreements is generally perpetual. The maximpatential amount of future
payments the Company could be required to makeruhdse agreements is not determinable becausepives claims that may be made
against the Company in the future, but have nobgen made.

The Company has entered into indemnification agesdsnwith its directors and officers that may reguhe Company to indemnify its
directors and officers against liabilities that nzaise by reason of their status or service asfdire or officers, other than liabilities arising
from willful misconduct of the individual. The masum potential amount of future payments the Compamyd be required to make under
these indemnification agreements is unlimited; haavethe Company has director and officer insurarmesrage that reduces the Company’s
exposure and enables the Company to recover apartiany future amounts paid. The Company beli¢ve®stimated fair value of these
indemnification agreements in excess of applicaldarance coverage is minimal.

The Company has not incurred costs to defend lasveuisettle claims related to these indemnificatigreements. No liability associated
with such indemnifications has been recorded te.dat

License Agreement

In March 2006, the Company entered into an ameadddestated license agreement with the Mayo Fdiomdfor Medical Education
and Research (Mayo), and Venturi Group LLC (VGLjjet provides the Company access to certain know-dnad licensed patents owned by
Mayo and VGL for treatment of central, autonomid @eripheral nervous system disorders, includirig, pssing devices to modulate nerve
signaling. The licenses granted are exclusive RadCompany has the right to sub-license. The agraewill terminate upon the last to expire
patent application, unless terminated earlier. 3dgr@ement can be terminated any time after thraesyfeom March 2006 by Mayo or VGL.

Per the terms of the license, the Company is reduiy pay royalties based on the greater of eamadties or a minimum royalty. The
earned royalty is based on a percentage of net eéleensed products either by the Company ostlielicensee. The minimum royalty
payment is based on royalty periods as definederagreement.

In March 2011, the Company entered into a Phakiedéinse Agreement with Mayo which provides the Campaccess to the certain
know-how and licensed patents owned by Mayo. Téenbes granted are exclusive and the Company @aigtt to sub-license.
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Per terms of the license, the Company is requoed t
» Pay a retainer fee of $40,000 per annum startinggM2011 and ending on February 2013;

» Pay royalties based on the greater of earnggltres or a minimum royalty. The earned royaltes based on a percentage of net
sales of licensed products either by the Comparleosul-licensee. The minimum annual royalty payment is0$200.

Royalties paid during the three months ended Madgt?015 and March 31, 2014 were $0.1 million add $nillion, respectively.

6. Notes Payable
Capital Royalty Term Loan

On October 24, 2014, the Company entered into ditdeeility (the “credit facility”) with Capital Ryalty Partners and certain of its
affiliates (the “lenders”) under which, subjectcirtain conditions, the Company may enter intoegthieem loan agreements totaling $50.0
million with the lenders on or before SeptemberZmL5. Under the credit facility, each term loatoibe paid over 24 quarterly payment
periods, with the first payment due on the last diathe calendar quarter during the period for \uttee term loan is made. The first twelve
quarterly payments will be interest only paymeats] the last twelve quarterly payments will be équstaliments in which interest and
principal amounts are paid. Interest is calculatiea fixed rate of 11.5% per annum. During therggeonly period for the first twelve quarterly
payments under each term loan, the Company mayteletake the 11.5% interest payment by makingsa payment for the 8.0% per annum
of interest and making a payment in kind for thma&ing amount, for which the 3.5% per annum ddiiest would be added to the outstanding
principal amount of the loans. The Company hagihjitchosen not to elect the payment in kind optidhe final payment will also include an
additional amount for closing and repayment feasvadent to 5% of the term loan agreement. The Camentered into the first term loan for
$20.0 million on December 12, 2014, and incurrexiclg fees of $0.5 million. The Company is eligitdeenter into a second term loan for a
principal amount of $10.0 million on or prior to k& 31, 2015, upon meeting certain conditions. brdh 2015, the Company entered into a
First Amendment under its credit facility with CtgdiRoyalty Partners to extend the draw-down deadhf the second draw from March 31,
2015 to June 29, 2015. The Company may also aerteaithird term loan for a principal amount of 2illion on or prior to September 30,
2015, upon, among other conditions, raising $30I0om in net proceeds from a private equity finargor receiving FDA approval of the
Company'’s premarket approval (PMA) for Senza. Uftensatisfaction of certain conditions precedenbioprior to September 30, 2016,
including the receipt of FDA approval of the ComparPMA for Senza, the interest only period will &eended so that the outstanding
principal amount of the terms loans will be payahla single installment at maturity (the 24th dady payment date after the first borrowing).
The credit facility contains customary events dadé, including in the event of bankruptcy or upbie occurrence of a material adverse
change. The Company’s obligations under the cfadility are collateralized by substantially allitd assets, including its intellectual property.

The credit facility includes affirmative and negaticovenants, including certain minimum financiavenants for pre-specified liquidity
and revenue requirements. In particular, the Comparequired to maintain a minimum of $5.0 milliohcash and certain cash equivalents,
and the Company must achieve minimum revenue of0$28lion in 2015, $30.0 million in 2016, $40.0lfiwn in 2017, $50.0 million in 2018
and $70.0 million in 2019. In addition, the crefditility prohibits the payment of cash dividendstba Companys capital stock and also plac
restrictions on mergers, sales of assets, investm@currence of liens, incurrence of indebtedragsbtransactions with affiliates. As of
March 31, 2015, the Company was in compliance walitapplicable covenant



As of March 31, 2015, future minimum payments far hotes are as follows (in thousands):

2015
2016
2017
2018
2019 and beyon

Total minimum payment
Less: Amount representing inter:

Less: Amount representing closing and repaymerst

Present value of minimum payme|
Less: Unamortized debt discot

Plus: Accretion of closing and repayment f

Notes payable, nt
Less: Notes payable, current port

Non-current portion of notes payal
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7. Convertible Preferred Stock

Prior to the IPO, the Company had outstanding 1048 shares of convertible preferred stock. Ehelnesof preferred stock was
convertible to one share of common stock. Uporctbsing of the Compang’IPO on November 11, 2014, all shares of outstanigideemabl
convertible preferred stock were automatically @ed to 15,208,048 million shares of the Compangismon stock.

The Company recorded the Series B and C redeeroablertible preferred stock at fair value on thieda@f issuance. The Company
classifies the Series B and C redeemable conveniteferred stock outside of stockholders’ defieitause the shares contain liquidation
features that are not solely within the Companygstol. The Series B and C redeemable convertitdéepred shares were originally issued
with a contingent redemption feature, which allowleel holders to redeem their shares five yeareviatig the issuance date of the Series B
C redeemable preferred shares. Accordingly, thefamy accreted the Series B and C redeemable cdnegteferred stock for change in
redemption value with a change to accumulated idafiche end of each reporting period. Accordingie Company has accreted $43,000
during the three-month period ended March 31, 2014.

8. Net Loss Per Share Attributable to Common Stockbiders

The following table summarizes the computationadib and diluted net loss per share attributabt®tomon stockholders of the
Company (in thousands, except share and per shtag d

Three Months Ended

March 31,
2015 2014

Net loss $ (14,060 $ (7,056
Accretion of convertible preferred stock to redeimpt/alue (43)
Net loss attributable to common stockholc $ (14,060 $ (7,099
Weighted average shares outstanc 24,876,38 1,123,68
Less: weighted average shares subject to repur (27,159 (47,75))
Weighted average shares used to compute basidlatetichet loss

per share 24,849,22 1,075,93.
Net loss attributable to common stockholders pareshbasic an

diluted $ (0.57) $ (6.60)

Basic net loss attributable to common stockhol@ersshare is computed by dividing the net losdbattable to common stockholders by
the weighted average number of common shares adtatafor the period. Diluted net loss attributatdecommon stockholders per share is
computed by dividing the net loss attributable damenon stockholders by the weighted average numfimromon shares and dilutive comn
stock equivalents outstanding for the period, deiteed using the treasury-stock method and the esAverted method, for convertible
securities, if inclusion of these is dilutive. Basa the Company has reported a net loss for aigepresented, diluted net loss per common
share is the same as basic net loss per commaon feinahose periods. The following potentially dile securities outstanding at the end of the
periods presented have been excluded from the datiqu of diluted shares outstanding:

March 31,
2015 2014
Convertible preferred stock — 15,208,04
Options to purchase common st¢ 3,315,94 2,791,13;
Total 3,315,94 17,999,18

16



Table of Contents

9. Employee Benefit Plan
In 2007, the Company adopted a 401(k) plan foentployees whereby eligible employees may contribpte the maximum amount
permitted by the Internal Revenue Code. Under thae, phe Company does not provide matching coniobs to employees.
10. Subsequent Events
On May 8, 2015, the FDA approved the Company’s Pl¥Amarketing the Senza spinal cord stimulatiordpiai in the United States.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

You should read the following management’s disomsand analysis of our financial condition and rkswf operations in conjunction
with our unaudited condensed consolidated finansialements and notes thereto included in Pateiml1 of this Quarterly Report on Form
10-Q and with our audited consolidated financi@tetnents and notes thereto for the year ended Dearedd, 2014, included in our Form 10-
K filed with the U.S. Securities and Exchange Casioin (SEC) on March 18, 201

Special note regarding forward-looking statements

This report contains forward-looking statements theolve risks and uncertainties. Our actual ressabuld differ materially from those
discussed in the forward-looking statements. Theesients contained in this report that are notlptnistorical are forward-looking statements
within the meaning of Section 27A of the Securiéds of 1933, as amended (the Securities Act), S@ction 21E of the Securities Exchange
Act of 1934, as amended (the Exchange Act). Ford@oking statements are often identified by the efseords such as, but not limited to,
“anticipate,” “believe,” “can,” “continue,” “could,“estimate,” “expect,” “intend,” “may,” “plan,” “poject,” “seek,” “should,” “strategy,”
“target,” “will,” “would” and similar expressionsrovariations intended to identify forward-lookinatements. These statements are based on
the beliefs and assumptions of our management tasadormation currently available to managemé&uich forward-looking statements are
subject to risks, uncertainties and other importactiors that could cause actual results and thiagi of certain events to differ materially from
future results expressed or implied by such forWaaking statements. Factors that could cause wiribate to such differences include, but
are not limited to, those identified below and #hdsscussed in the section titled “Risk Factorgluded under Part Il, Item 1A below.
Furthermore, such forward-looking statements spedk as of the date of this report. Except as neglby law, we undertake no obligation to
update any forward-looking statements to refleetgs or circumstances after the date of such seatm

Overview

We are a medical device company that has develapgadommercialized an innovative neuromodulati@tfgim for the treatment of
chronic pain. Our Senza system is the only spioal stimulation (SCS), system that delivers ouppigary HF10 therapy. On May 8, 2015,
our premarket approval (PMA) application for ounda SCS system, or Senza, was approved by thé=0o8.and Drug Administration
(FDA). Accordingly, we expect to begin U.S. commalization of the Senza system in May 2015. In otdemaintain our PMA approval in
the U.S. we need to comply with applicable laws aglilations from the FDA and other relevant retpriaagencies. The Senza system
received a CE Mark in 2010, and commercializatiommenced in Europe in 2010 and Australia in 201&relthe system is reimbursed under
existing SCS codes. We market our products to playss in Europe and Australia and sell to hosp#als outpatient surgery centers through
both a direct sales organization and distributBegjinning in 2010, we established our internaticadés organizations to support our product
launch outside of the United States.

Our SENZA-RCT U.S. pivotal study, a non-inferiorgtiudy, met its primary and secondary endpoints,cam posthoc statistical analys
supports the superiority of HF10 therapy over tiadal SCS therapies for treating both leg and ha@ik. While SCS therapy is indicated and
reimbursed for treating back and leg pain, it a#téd efficacy in back pain and is utilized printyafor treating leg pain, which has limited its
market adoption. In our pivotal study, HF10 therams demonstrated to provide significant and sosthback pain relief in addition to leg
pain relief. Additionally, HF10 therapy was demaastd to provide pain relief without paresthesiapastant tingling sensation that is the b
of traditional SCS therapy. By utilizing anatomitehd placement instead of relying on paresthéHtd 0 therapy is designed to reduce
variability in the operating procedure, providingamingful benefits to both patients and physici&ie.believe we are positioned to transform
and grow the approximately $1.5 billion existinglghl SCS market under current reimbursement byitigehack pain in addition to leg pain
and by eliminating paresthesia.

Since our inception, we have financed our operatfmmarily through equity financings and borrowsngnder our debt facility. Our
accumulated deficit as of March 31, 2015 was $184lllon. A significant amount of our capital reseas has been used to support the
development of Senza and our HF10 therapy, inctydinr pivotal clinical trial, SENZA-RCT, which weitiated in May 2012. We intend to
make a significant investment building our U.S. coencial infrastructure and sales force and in ridagiand training our sales representative:
for U.S. commercialization. We also intend to coné to make significant investments in researchdavelopment (R&D), to develop Senza
to treat other chronic pain indications, includo@nducting clinical trials to support our futurgudatory submissions. As a result of these and
other factors, we expect to continue to incur nssés for the next several years and require sulatadditional funding, which may include
future equity and debt financings.

We rely on third-party suppliers for all of the cpoments of Senza and for the assembly of the sy$fiamy of these suppliers are
currently single-source suppliers. We are alsoireduo maintain high levels of inventory, and aa®sult, we are subject to the risk of
inventory obsolescence and expiration, which may ke inventory impairment charges. In particuder e initiate our commercial launch of
Senza in the United States, we will be substagtiatireasing our levels of inventory in order togheur estimated demand and, as a result,
incur significant expenditures associated with sncheases in our inventory. Additionally, as comguhto direct manufacturers, our
dependence on third-party manufacturers expostsgreater lead times increasing our risk of ineenbbsolesce comparatively.
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Important Factors Affecting our Results of Operatians

We believe there are several important factorshihae impacted and that we expect will impact esults of operations.

We Do Not Expect Our Revenue Growth Rate in Intetio@al Markets to Continue at Historic Rates

Our revenue increased from $18.2 million to $23illion to $32.6 million in the fiscal years 2012)23 and 2014, respectively. Revenue
increased as a result of our sales of Senza inpgwuand Australia; however, we do not expect toinaetthis rate of revenue growth in these
international markets given our existing penetratiothese markets. Due to governmental reimburagremnstraints in the European SCS
market limiting the number of annual SCS implamtd aur current penetration in these markets, weeqo grow less rapidly in the future
than we have in the past in this market.

Significant Investment in U.S. Sales Organizatic

We have started to make significant investmentsuitding our U.S. commercial infrastructure andesdbrce and in recruiting and
training our sales representatives for U.S. comiakzation. This is a lengthy process that requiezsuiting appropriate sales representatives
establishing a commercial infrastructure in thetelhiStates, and training our sales representatweswill require significant investment by
Following initial training for Senza, our sales regentatives typically require lead time in thédfi® grow their network of accounts and
produce sales results. Successfully recruitingteaiding a sufficient number of productive salegresentatives is required to achieve growl
the rate we expect.

Importance of Physician Awareness and Acceptancesehze

We continue to invest in programs to educate imtigonal physicians who treat chronic pain aboutatieantages of Senza. This requires
significant commitment by our marketing team anésarganization, and can vary depending upon liysipian’s practice specialization,
personal preferences and geographic location. Weanpeting with well-established companies inindustry that have strong existing
relationships with many of these physicians. Edaggbhysicians about the advantages of Senza,rdlugmncing these physicians to use Senz:
to treat chronic pain, is required to grow our reye

Access to Hospital Facilitie

In the United States, in order for physicians te 8enza, the hospital facilities where these phaysictreat patients typically require us to
enter into purchasing contracts. This process edergthy and time-consuming and requires extensdgotiations and management time. In
Europe, we may be required to engage in a contidding process in order to sell our Senza produbich processes are only open at certain
periods of time, and we may not be successfulérbilding process.

Inventory Buildup

Our Senza product consists of a substantial nuwiiedividual components and, in order to marked aell Senza effectively, we must
maintain high levels of inventory. In particulas, &e initiate our commercial launch of Senza inih®., we will be substantially increasing
levels of inventory. As a result, we will incur sificant expenditures associated with the increasesir inventory, which will include
satisfying certain minimum purchase obligationsdesand for Senza in the United States is devealoinrther, the manufacturing process fo
Senza requires lengthy lead times, during whichpmmments may become obsolete. We may also overdariestimate the amount needed of
given component, in which case we may expend ezfaurces or be constrained in the amount of eodiuot that we can produce. These
factors subject us to the risk of inventory obsoéege and expiration, which may lead to inventorgairment charges.

Investment in Research and Clinical Tria

We intend to continue investing in R&D to expantbinew indications and chronic pain conditions$enza, as well as develop product
enhancements to improve outcomes and enhance yiseiaim and patient experience. In the future, wgeet to initiate clinical trials to suppi
the development of Senza and HF10 therapy forrdarhent of other chronic pain conditions. We h&ithat our continuing clinical research
and regulatory efforts will continue to drive adoptof Senza. While R&D and clinical testing amaéi consuming and costly, we believe that
clinical data demonstrating efficacy, safety anst@&dfectiveness is critical to increasing the dibopof HF10 therapy



Critical Accounting Policies, Significant Judgmentsand Use of Estimates

Our management'’s discussion and analysis of fimeoindition and results of operations are baseh worr unaudited consolidated
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States of America.
The preparation of these financial statements requis to make estimates and judgments that dffeceported amounts of assets, liabilities,
revenues and expenses. On an ongoing basis, weasyalur critical accounting policies and estimafée base our estimates on historical
experience and on various other assumptions théelieve to be reasonable in the circumstancesethdts of which form the basis for
making judgments about the carrying values of asmad liabilities that are not readily apparentrfrather sources. Actual results may differ
from these estimates under different assumptiodscanditions. Our significant accounting policiee eore fully described in Note 2 of the
accompanying unaudited condensed consolidateddi@mlamhere have been no significant or materianges in our critical accounting polic
during the three months ended March 31, 2015.
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Components of Results of Operations
Revenue

Our revenue is generated from sales to two typesistbmers: hospitals and outpatient medical tasliserved through a direct sales
force, and third-party distributors. Sales to htapiand medical facilities represent the majasitpur revenue. Product sales to hospitals and
medical facilities are billed to and paid by thespitals as part of their normal payment processits,payment received by us in the form of
electronic transfer, check or credit card paymEmduct sales to distributors are billed to andl figi the distributors as part of their normal
payment processes, with payment received by useifiarm of an electronic transfer.

Revenue from sales of Senza fluctuate based osetlieg price of the system, as the sales price ©fstem varies among jurisdictions,
and the mix of sales by jurisdiction. In additiouy revenue may fluctuate based on the ratio alfsttb permanent implants. Our revenue from
international sales can also be significantly intpddy fluctuations in foreign currency exchangesaas our sales are denominated in the
currency in the countries that we sell our prodirtts

We expect our revenue to fluctuate from quartequarter due to a variety of factors, including seadity, as we have historically
experienced lower sales in the summer months anchdrthe holidays, and the impact of the buyinggoas and implant volumes of our
hospitals and medical facilities, and third-paristidbutors.

Cost of Revenue

We utilize contract manufactures for the productibisenza. Cost of revenue consists primarily gjuéition costs of the components of
Senza, allocated manufacturing overhead, royalyngats, scrap and inventory obsolescence, as wélis#ribution-related expenses, such as
logistics and shipping costs, net of costs chatgenistomers.

We calculate gross margin as revenue less costvehue divided by revenue. Our gross margin has aee will continue to be affected
by a variety of factors, primarily by our costshi@ve our products manufactured for us, the ratimiais to permanent implants, the period of
time between a trial and the related permanentant@nd, to a lesser extent, the percentage ofiptedve sell to distributors as compared to
those sold directly to hospitals and medical féesias our gross margin is typically higher ondoicis we sell directly as compared to product
we sell through distributors. We expect our grossgim to be positively affected over time to théeex we are successful in reducing
manufacturing costs as our sales volume increbkmgever, our gross margin may fluctuate from petmgeriod.

Operating Expenses

Our operating expenses consist of R&D, sales, géaad administrative expense (SG&A). Personndkcare the most significant
component of operating expenses and consist aiesl®enefits, stock-based compensation and safemissions. We expect operating
expenses to increase in absolute dollars, as wenaoerto invest to grow our business.

Research and DevelopmeR&D costs are expensed as incurred. R&D expenssistsmprimarily of personnel costs, including sglar
employee benefits and stock-based compensatiomsa&pdor our R&D employees. R&D expense also iredurbsts associated with product
design efforts, development prototypes, testingjal trial programs and regulatory activitiesntactors and consultants, equipment and
software to support our development, facilities arfdrmation technology. We expect R&D expensemtoease in absolute dollars as we
continue to develop product enhancements to Serdzdevelop our HF10 therapy to treat other chrpaia indications, including conducting
additional clinical studies. Our R&D expenses mlagtiiate from period to period due to the timing @xtent of our R&D and clinical trial
expenses.

Sales, General and Administrati@G&A expenses consist primarily of personnel castduding salary, employee benefits and stock-
based compensation expenses for our sales andtingrgersonnel, including sales commissions, an@dmninistrative personnel that support
our general operations, such as information tedgyglexecutive management, financial accountingtauer services and human resources
personnel. We expense commissions at the timeeafdle. SG&A expense also includes costs attriteitabmarketing, as well as travel,
intellectual property and other legal fees, finahaudit fees, insurance, fees for other consukinyices, depreciation and facilities.

In the last 24 months, we significantly increadegldize of our sales presence internationally amdegtically in anticipation of approval
and launch of Senza in the United States and isetemarketing spending to generate sales oppaesire expect SG&A expenses to
continue to significantly increase as we build up sales and marketing personnel in anticipatioapgfroval and launch of Senza in the Unitec
States, continue to increase the size of our saldsnarketing organizations and increase our iatemal presence and develop and assist oul
channel partners.
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During the first quarter of fiscal year 2015, odnanistrative expenses increased as we operatagbalslic company. We expect our
administrative expenses will continue to increaseva increase our headcount and expand our faaitidyinformation technology to support
our operations as a public company. Additionallg, anticipate increased expenses related to aedil,Iregulatory and tax-related services
associated with maintaining compliance with exclealigting and SEC requirements, director and offisseurance premiums and investor
relations costs associated with being a public @mgpOur SG&A expenses may fluctuate from periogenod due to the seasonality of our
revenue and the timing and extent of our SG&A expsen

Interest Income (Expense), N

Interest income (expense), net consists primafilpterest income earned on our investments aregést paid on our outstanding debt.

Other Income (Expense), Net

Other income (expense), net consists primarilyooéifjn currency transaction gains and losses anddms and losses from the
remeasurement of foreign-denominated balancestti8. dollar.

Provision for Income Taxe:!

The Company prepares quarterly estimates of itptaxision using a discrete approach. Provisionrfoome taxes consists primarily of
income taxes in foreign jurisdictions in which wenduct business. We maintain a full valuation aloee for deferred tax assets including net
operating loss carryforwards and R&D credits arftbotax credits.

Consolidated Results of Operations
Comparison of the three months ended March 31, 2@tsl March 31, 2014

Revenue, Cost of Revenue, Gross Profit and Gross kgn

(in thousands) Three Months Ended March 31,

2015 2014 Change

Revenue $9,66: $6,66¢ $2,99¢

Cost of revenu 3,87: 2,99¢ 874

Gross profit 5,78¢ 3,66¢ 2,12¢
Gross margir 60% 55% 5%

RevenueDuring the three months ended March 31, 2015, nexémcreased to $9.7 million from $6.7 million dwgithe three months ended
March 31, 2014, an increase of $3.0 million, or 45¥spite a significant appreciation of the U.Slad@ompared to foreign currency exchai
rates used in the three months ended March 31, 20fdnet revenue increase was primarily attridetéd continued adoption of the Senza
system.

Cost of Revenue, Gross Profit and Gross Margjotal cost of revenue increased $0.9 million, d¥62® the three-month period ended

March 31, 2015 compared to the same period of tioe year primarily due to an increase in the céstgurchase manufactured products of
$0.5 million and an increase in personnel cos®0od million. Gross profit increased $2.1 milliar,58%, to $5.8 million, in the three-month
period ended March 31, 2015 as compared to $3libmih the three-month period ended March 31, 2@4r product costs as a percent of
revenue decreased as our average cost per unfitbdrieom economies of scale with higher unit vokes compared to the same period last
year. While our revenues were reduced in part byaghpreciation of the U.S. dollar in the tl-month period ended March 31, 2015, our costs
were primarily incurred in U.S. dollars, which résun a reduced overall gross margin. During tire¢-month period ended March 31, 2015
our reduced product costs were only partially dffgethe effect of revenues being negatively affecby a strengthening U.S. dollar, as gross
margins increased a net 5% compared to the-month period ended March 31, 20.



Operating Expenses

(in thousands)

Operating expense
Research and developm
Sales, general and administrat

Total operating expens

Three Months Ended March 31,

2015 2014

% of % of

Total Total
Amount Revenu¢ Amount Revenu¢ Change
Amount
$ 4,99¢ 52% $ 4,69¢ 70% $ 30z
13,13( 13€% 6,21( 93%  6,92(
$18,12¢ 18% $10,90¢ 165% $7,22:
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Research and Development ExpenR&D expense increased $0.3 million in the three-thgeriod ended March 31, 2015 compared to the
same period of the prior year, primarily due tararease in headcount and related personnel cb$&® million, offset by a decrease in
development expenses of $0.2 million in the 201rfopeas compared to the prior 2014 period.

Sales, General and Administrative ExpenS&s&A expense increased to $13.1 million in the ¢hmeonth period ended March 31, 2015 from
$6.2 million during the same period in the prioagen increase of $6.9 million, or 111%, primadlye to an increase in personnel costs of
$3.2 million, facilities related expenses of $0.8lion and travel expenses of $1.0 million as wer@ased sales headcount to support growth.
We also had an increase in marketing expenses.8ffillion and legal and other professional servierpenses of $0.9 million to support our
commercial growth and due to increased costs asgacwith being a public company.

Interest Income, Interest Expense and Other IncoméExpense), Net and Provision for Income Taxes

Three Months Ended March 31,

(in thousands) 2015 2014 Change
Interest income $ 104 $ 4C $ 64
Interest expens (673 — (673
Other income (expense), r (2,010 238 (1,249
Provision for income taxe 14z 93 49

Interest Incomelnterest income increased from $40,000 during lthee-month period ended March 31, 2014 to $104i9@e three-month
period ended March 31, 2015, primarily as a resiuthe increase in average investment balancesgltiie period ended March 31, 2015 as
compared to the prior year period.

Interest Expensdnterest expense increased to $673,000 durinchtiee4month period ended March 31, 2015 from zethérthree-month
period ended March 31, 2014, primarily as a resiulhe increase in debt outstanding during 201& eesult of borrowing under our credit
facility in December 2014.

Other Income (Expense), Nétther income (expense), net was primarily compridedreign currency transaction gains and losassyell as
gains and losses from the remeasurement of fomigrency denominated balances. During the threetimperiod ended March 31, 2015, we
recorded losses of $1.0 million, whereas duringptther period in 2014 we recorded a gain of $0.Riomi.

Provision for Income Taxelncome tax expense was $0.1 million and $0.1 mmildaring the three months ended March 31, 20152814,
respectively, and was associated with foreign taWéss continue to generate tax losses for U.S. &deard state tax purposes and have net
operating loss carryforwards creating a deferrgdatset. We have a full valuation allowance for deferred tax assets.

Liquidity, Capital Resources and Plan of Operations

Since our inception through March 31, 2015, we Haanced our operations through private placemehfseferred stock, the issuance
of common stock in our initial public offering (IRCGand borrowing under our credit facility. At Mar81, 2015, we had cash and cash
equivalents and investments of $159.2 million. Blase our current operating plan, we expect thatcash on hand, together with the
anticipated funds from our operations and our ¢riadility, will be sufficient to fund our operatis through at least the next twelve months.

We expect to incur substantial expenditures irfoheseeable future in connection with the expansioour U.S. commercial
infrastructure and sales force in connection with@mmercial launch of Senza in the United Stdteaddition, we intend to make
investments in the development of Senza and HF@ply for the treatment of other chronic pain ctads, including ongoing research and
development programs and clinical trials. We expleat additional funding will be required in orderbuild the associated sales, marketing
distribution infrastructure for commercializing Sarnin the United States.

We may continue to seek funds through equity ot fiencings, or through other sources of financiidequate additional funding may
not be available to us on acceptable terms oll.aDal failure to raise capital in the future coblaive a negative impact on our financial
condition and our ability to pursue our businesatsgies. We anticipate that we will need to raislestantial additional capital, the
requirements of which will depend on many factarsluding:

» the costs of commercialization activities rethto commercializing Senza in the United Statesedsewhere, including product
sales, marketing, manufacturing and distribut

* the scope and timing of our investment in ou8.\tommercial infrastructure and sales forceimeation with commercialization of
Senza in the United State
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» the R&D activities we intend to undertake id@rto expand the chronic pain indications and pcoénhancements that we intend
to pursue
» the degree and rate of market acceptance of Serha United States and elsewh
« changes or fluctuations in our inventory supplydseand forecasts of our supply nee
» the costs of filing, prosecuting, defending andbetifiig any patent claims and other intellectuapprty rights;
» the amount and timing of any draws we make undecmdit facility;
* our need to implement additional infrastructure amedrnal systems
» our ability to hire additional personnel to suppauit operations as a public company;

» the emergence of competing technologies or othegrad market developmen

Our success depends, in part, upon our abilitstabdish a competitive position in the neuromodafamarket by securing broad market
acceptance of our HF10 therapy and Senza for ¢éla¢gnbent of chronic pain conditions. Any productdeselop that achieves regulatory
clearance or approval will have to compete for raadcceptance and market share. We face signifocampetition in the United States and
internationally, which we believe will intensify ag enter the U.S. market. For example, our majarpetitors, Medtronic, Inc., Boston
Scientific Corporation and St. Jude Medical, Ihaye each approved neuromodulation systems imstt flee United States, Europe and
Australia and have been established for severabybaaddition to these major competitors, we ralgp face competition from other emerging
competitors and smaller companies with active naadulation system development programs that maygaria the future.

If we are unable to raise additional funds wherdedewe may be required to delay, reduce or tetmis@me or all of our commercial
development plans.

The following table sets forth the primary souraed uses of cash for each of the periods preséetou:

Three Months Ended March 31,

2015 2014
(in thousands)
Net cash provided by (used il
Operating activitie: $ (16,829 $ (8,100
Investing activities 13,447 11,07:
Financing activitie: 79 29
Net increase (decrease) in cash and cash equis $ (3,309) $ 3,002

Cash Used in Operating Activitidet cash used in operating activities for the thimeaiths ended March 31, 2015 was $16.8 million cameqh
to $8.1 million for the three months ended MarchZ&114, primarily as a result of the net lossesnded in the periods of $14.1 million and
$7.1 million, respectively. During the three monémeled March 31, 2015, net cash used in operatiassalso affected by changes in our
operating assets and liabilities, including incessaism our outstanding long-term other assets & #iillion and inventories of $3.6 million, and
an increase in accounts receivable of $0.7 millgantially offset by an increase of $2.2 millionancounts payable and accrued liabilities, as
well as non-cash stock based compensation expé$dezmillion. During the three-month period endédrch 31, 2014, the net cash used in
operations was affected by changes in our operassgts and liabilities, including a decrease mootistanding prepaid and other assets of
$0.8 million and a decrease of $1.0 million in aet liabilities, offset by non-cash stock based pensation expense of $0.4 million.

Cash Provided by Investing Activitiésvesting activities consisted primarily of changeivestment balances, including purchases and
maturities of short-term investments. During thee¢hmonths ended March 31, 2015, investments af$h8lion matured and we purchased
$3.7 million of new investments as compared tottinee months ended March 31, 2014 when $23.1 mibfdnvestments matured and we
purchased $11.9 million of new investments.

Cash Provided by Financing ActivitieS8ash provided by financing activities was $79,0a(tie three months ended March 31, 2015 due t
cash received from the exercise of common stodbegis compared to $29,000 received during treetnonth period ended March 31, 2C
as a result of the exercise of common stock options
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Contractual Obligations and Commitments

In March 2015, we entered into a lease agreemeipioroximately 50,000 square feet of office sgacated in Redwood City,
California for a period beginning in June 2015 anding in May 2022, with initial annual paymentsapproximately $2.0 million, increasing
to $2.4 million annually in the final year of theslse term. In March 2015, we extended our wareHease through February 2017 under w|
we are obligated to pay approximately $0.3 milliohease payments over the remaining term of thedeln March 2015, we entered into
supply agreements with certain of our suppliers thquire an aggregate upfront payment of $1.8anillalong with certain minimum annual
purchase commitments that total an aggregate a2$80lion, with $35.2 million due in 2015, and themainder due within one to three years.
Additional purchase commitments, which are curseimtieterminable, are due in each of the remais&gn years of the agreement.

Off-Balance Sheet Arrangements

Through March 31, 2015, we did not have any refetiips with unconsolidated organizations or finahpartnerships, such as structurec
finance or special purpose entities that would Haaen established for the purpose of facilitatiffghalance sheet arrangements or other
contractually narrow or limited purposes. For imf@tion regarding indemnification obligations, ref@Note 5 to the condensed consolidated
financial statements within this report.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk
Interest Rate Risl

We are exposed to limited market risk related totfiations in interest rates and market prices.fiorary exposure to market risk is
interest rate sensitivity, which is affected by mhes in the general level of U.S. interest ratég grimary objective of our investment activit
is to preserve our capital to fund our operations.

We also seek to maximize income from our investsianithout assuming significant risk. To achieve objectives, we maintain a
portfolio of cash equivalents and investments uaidety of securities of high credit quality. AsMfrch 31, 2015, we had cash and cash
equivalents of $22.0 million consisting of cash amahey market funds and short-term investmentsl87® million consisting of commercial
paper, time deposits and corporate notes durinthtiee months ended March 31, 2015. We maintaimegstments in money market funds 1
were not federally insured during the three moetided March 31, 2015 and held cash in foreign bah&gproximately $5.1 million at
March 31, 2015 that was not federally insured. Atipa of our investments may be subject to interatt risk and could fall in value if market
interest rates increase. However, because ourtmeass are primarily shoterm in duration, we believe that our exposurenterest rate risk
not significant. We do not enter into investmeiatstfading or speculative purposes and have nat asg derivative financial instruments to
manage our interest rate risk exposure. A hypathketi% change in interest rates during any of #réogs presented would not have had a
material impact on our consolidated financial stasts.

Foreign Currency Exchange Risk

To date, all of our revenue and a portion of owrating expenses are incurred outside the UnitegtStnd are denominated in foreign
currencies and are subject to fluctuations dudnémges in foreign currency exchange rates, paatiguthanges in the Australian dollar, the
Euro and the United Kingdom pound sterling. Addiitly, fluctuations in foreign currency exchanggsamay cause us to recognize
transaction gains and losses in our statementerfatipns. We recognized net foreign currency tretisa gains (losses) of $(0.5) million and
$61,000 during the three months ended March 315 20 2014, respectively. A hypothetical 10% fabtear unfavorable change in the
weighted average foreign exchange rates for thegoended March 31, 2015 would have affected trialized consolidated foreign-
currency-denominated operating loss by approxima®s for the year. To date, we have not engageahynforeign currency hedging
transactions. As our international operations gnoe/will continue to reassess our approach to magafe risks relating to fluctuations in
currency rates.

We do not believe that inflation and change inggibad a significant impact on our results of diena for any periods presented in our
consolidated financial statements.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures,”efidd in Rules 13a-15(e) and 15d-15(e) under #teh&nge Act refers to controls and
procedures that are designed to ensure that infameequired to be disclosed by a company in éports that it files or submits under the
Exchange Act is recorded, processed, summarizedegudted within the time periods specified in 8C's rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertfaiation required to be disclosed by a
company in the reports that it files or submitsemitie Exchange Act is accumulated and communidatéte company’s management,
including its principal executive and principaldincial officers, or persons performing similar ftiogs, as appropriate to allow timely
decisions regarding required disclosure. Our mamagé recognizes that any controls and proceducesaiter how well designed and
operated, can provide only reasonable assurareehidving their objectives and our management saciys applies its judgment in evaluati
the cos-benefit relationship of possible controls and pthges. Our disclosure controls and proceduresesigided to provide reasonal



assurance of achieving their control objectives.
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Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, tasluated the effectiveness of our
disclosure controls and procedures as of Marcl2315, the end of the period covered by this Quigrieeport on Form 1@. Based upon su
evaluation, our Chief Executive Officer and Chi&idancial Officer have concluded that our disclostoatrols and procedures were effectiv
the reasonable assurance level as of such date.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control oveairfcial reporting that occurred during the periodered by this Quarterly Report on Form
10-Q that has materially affected, or is reasonébkgly to materially affect, our internal controVer financial reporting.
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PART Il: OTHER INFORMATION

Item 1. Legal Proceedings

We are not currently subject to any material lgateedings.

ltem 1A. Risk Factors

Investing in our common stock involves a high degrferisk. You should consider carefully the follogwrisks, together with all the other
information in this prospectus, including our firdial statements and notes thereto, before you trimesur common stock. If any of the
following risks actually materializes, our operairesults, financial condition and liquidity couteé materially adversely affected. As a result,
the trading price of our common stock could dectind you could lose part or all of your investment.

Risks Related to our Business

We have a history of significant losses. If we dotrachieve and sustain profitability, our financialondition could suffer.

We have experienced significant net losses, andxpect to continue to incur losses for the foreskectture. In May 2015, the FDA
approved our PMA to market Senza in the UnitedeStand we have not yet commercially launched tbdyzt in the United States. We
expect to continue to incur losses as we buildlh&. commercial sales force and initiate our conmaétaunch in the United States, as well ac
continue to investigate the use of our HF10 thetapyeat other chronic pain conditions. We incdmet losses of $14.1 million and
$30.7 million for the three months ended MarchZ115 and the year ended December 31, 2014, respigctand as of March 31, 2015 our
accumulated deficit was $136.0 million. Our priosdes, combined with expected future losses, hateahd will continue to have, for the
foreseeable future, an adverse effect on our stidkhs’ deficit and working capital. If our revengeows more slowly than we anticipate, or if
our operating expenses are higher than we expeatnay not be able to achieve profitability and finaincial condition could suffer. Even if
we achieve profitability in the future, we may et able to sustain profitability in subsequentquisi

We are substantially dependent on market acceptaincthe United States for our HF10 therapy, and ti@ilure of our HF10 therapy to
gain such market acceptance would negatively impawgt business

Since our inception, we have devoted substantidllgf our efforts to the development and comméiasion of Senza and HF10 therapy
for the treatment of chronic leg and back painnkmception through March 31, 2015, our total rexewas $91.6 million and was derived
entirely from sales of Senza in Europe and Austraife have incurred and will in the future incugrsficant costs, including costs to build our
sales force, in order to commercially launch inltheted States. If we are unable to achieve sigaifi market acceptance in the United States
our results of operations will be adversely affdais the United States is expected to be the pahoiarket for this product. Because we dc
have any other products currently in developmémteiare unsuccessful in commercializing Senza®uaable to market Senza as a result
quality problem, failure to maintain or obtain atitthial regulatory approvals, unexpected or seraamplications or other unforeseen negative
effects related to our HF10 therapy or the othetoi@ discussed in these risk factors, we would s only source of revenue, and our
business will be materially adversely affected.

We may in the future become involved in lawsuitspimtect or enforce our intellectual property, whicould be expensive and time
consuming, and ultimately unsuccessful, and coukkult in the diversion of significant resources,dteby hindering our ability to effective
commercialize our existing or future products. Ifexare unable to obtain, maintain, protect, and enfe our intellectual property, our
business will be negatively affected.

The market for medical devices is subject to rapahnological change and frequent litigation regayghatent and other intellectual
property rights. It is possible that our patent§icanses may not withstand challenges made by®treprotect our rights adequately.

Our success depends in large part on our abilisetwre effective patent protection for our prodaetd processes in the United States
and internationally. We have filed and intend tataaue to file patent applications for various agpef our technology and trademark
applications to protect our brand and businesss#é& to obtain and maintain patents and otheréctekl property rights to restrict the ability
of others to market products or services that npisggriate our technology and/or infringe our irgetual property to compete with our
products.

However, we face the risks that:

* We may fail to secure necessary patents, gatignpermitting competitors to market competinggucts and make, use or sell
products that are substantially the same as odm®utiincurring the sizeable development costswhahave incurred, which would
adversely affect our ability to compe

» Patents may not issue from any of our currentlydpemnor future patent applicatior
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» Our already-granted patents and any futurenpgt@ay not survive legal challenges to their scgpbdity or enforceability, or
provide significant protection for us, and they nheyre-examined or invalidated, and/or may be faorige unenforceable or not
cover competing product

» Evenif our patents are determined by a caubet valid and enforceable, they may not be draftédterpreted sufficiently broadly
to prevent others from marketing products and ses/similar to ours or designing around our patéfas example, third parties
may be able to make systems or devices that aiasitm ours but that are not covered by the claifhsur patents. Third parties
may assert that we or our licensors were not tisetfh make the inventions covered by our issudemns or pending patent
applications. The claims of our issued patentsabent applications when issued may not cover ommgercial technology or the
future products and services that we develop. W moahave freedom to operate unimpeded by thenpatghts of others. Third
parties may have dominating, blocking or other pigteelevant to our technology of which we areawére. In addition, because
patent applications in the United States and marsidn jurisdictions are typically not publishediuth8 months after the filing of
certain priority documents (or, in some casesnatgublished until they issue as patents) andusecpublications in the scientific
literature often lag behind actual discoveriescamnot be certain that others have not filed patpptications for our technology or
our contemplated technology. Any such patent apfitios may have priority over our patent applicadior issued patents, which
could further require us to obtain rights to isspatents covering such technologies. If anothetygaas filed a U.S. patent
application on inventions similar to ours, dependim when the timing of the filing date falls undertain patent laws, we may
have to participate in a priority contest (suclaasnterference proceeding) declared by the U.&nPand Trademark Office
(USPTO), to determine priority of invention in tbkaited States. There may be prior public disclosdin@t could invalidate our
inventions or parts of our inventions of which we aot aware. Further, we may not develop additipraprietary technologies
and, even if we do, they may not be patente

» Patent law can be highly uncertain and invalemplex legal and factual questions for which int@ot principles remain
unresolved. In the United States and in many forgigsdictions, policies regarding the breadtitiaims allowed in patents can be
inconsistent. The U.S. Supreme Court and the UoBrt@f Appeals for the Federal Circuit have maade] will likely continue to
make, changes in how the patent laws of the Ur8tatks are interpreted. Similarly, foreign couasénmade, and will likely
continue to make, changes in how the patent lawisdin respective jurisdictions are interpreted. ¥danot predict future change:
the interpretation of patent laws or changes temqtdaws that might be enacted into law by U.S. faneign legislative bodies.
Those changes may materially affect our patenfatent applications, our ability to obtain patemtshe patents and patent
applications of our licensors. Future protectiondor proprietary rights is uncertain because legaans afford only limited
protection and may not adequately protect our sightpermit us to gain or keep our competitive atlwge, which could adversely
affect our financial condition and results of opirmas.

* Monitoring unauthorized uses of our intelle¢toperty is difficult and costly. From time tarte, we seek to analyze our
competitors’ products and services, and may irfuhee seek to enforce our patents or other prégoyieights against potential
infringement. However, the steps we have takerrdtept our proprietary rights may not be adequaggrévent misappropriation of
our intellectual property. We may not be able ttedeunauthorized use of, or take appropriate dtepsforce, our intellectual
property rights. Our competitors may also indepetigelevelop similar technology. Any inability toeaningfully protect our
intellectual property could result in competitoffedng products that incorporate our product feasuwhich could reduce demand
for our products. In addition, we may need to ddfear patents from third-party challenges, inclgdinterferences, derivation
proceedings, re-examination proceedings, post-geadw, inter partes review, third-party submissi@ppositions, nullity actions,
or other patent proceedings. We may need to iaiti#ftingement claims or litigation. Adverse prodegs such as litigation can be
expensive, time consuming and may divert the effoftour technical and managerial personnel, wbaaiid in turn harm our
business, whether or not we receive a determinddioorable to us. In addition, in an infringememgeeding, a court may decide
that the patent we seek to enforce is invalid @nfiorceable, or may refuse to stop the other gesty using the technology at iss
on the grounds that the patent in question doesawr the technology in question. An adverse tesuny litigation could place
one or more of our patents at risk of being inwatkd or interpreted narrowly. Some of our competitnay be able to devote
significantly more resources to intellectual prdapditigation, and may have significantly broadetent portfolios to assert against
us, if we assert our rights against them. Furthecause of the substantial discovery required imection with intellectual proper
litigation, there is a risk that some of our coefitial information could be disclosed or otherwdsenpromised during litigatior

 We may not be able to accurately estimate otrobour future operating expenses in relationltaining, enforcing and/or
defending intellectual property, which could leactaish shortfalls. Our operating expenses mayudietsignificantly in the future
as a result of the costs of preparing, filing, pasging, defending and enforcing patent claimsathdr patent related costs,
including litigation costs and the results of slitigation.

 We may also be forced to enter into cross-Beemgreements with competitors in order to manufactise, sell, import and/or
export products or services that are covered byompetitors’ intellectual property rights. If weed to use our intellectual
property to enter such cross-license agreementgytcompromise the value of our intellectual propdue to the fact that our
competitors may be able to manufacture, use,isgliprt and/or export our patented technolc

For additional information regarding risks relatedur intellectual property, see “Risks Relatedhtellectual Property.”
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We must demonstrate to physicians the merits of bll#10 therapy compared to those of our competitors.

Physicians play a significant role in determinihg tourse of a patient’s treatment and, as a reékaltype of product that will be used to
treat a patient. As a result, our success depé@ntigge part, on effectively marketing our HF1@rdpy to physicians. In order for us to sell
Senza, we must successfully demonstrate to physitiee merits of our HF10 therapy compared to oumpetitors’ SCS systems for use in
treating patients with chronic leg and back paiocéptance of our HF10 therapy depends on edugaltiygjcians as to the distinctive
characteristics, perceived benefits, safety, ehasaand cost-effectiveness of Senza as comparmar tcompetitors’ SCS systems, and
communicating to physicians the proper applicatbour HF10 therapy. If we are not successful inviocing physicians of the merits of our
HF10 therapy or educating them on the use of Seheg,may not use Senza and we may be unablerneaise our sales, sustain our growth or
achieve profitability.

In addition, we believe support of our productspbysicians is essential for market acceptance dapten. If we do not receive support
from physicians or long-term data does not showbt#heefits of using our HF10 therapy, physicians matyuse Senza. In such circumstances,
our results of operations would be materially adebr affected.

If we fail to develop and retain an effective ditegales force in the United States, our businessldcsuffer.

In order to commercialize Senza in the United Statee must build a substantial direct sales folsewe initiate our commercial launch
and increase our marketing efforts, we will needetain, develop and grow the number of directssplrsonnel that we employ. We intend to
make a significant investment in recruiting andnirag sales representatives and clinical represigataas we ramp up to commercially launch
in the United States. There is significant compmtifor sales personnel experienced in relevanticaédevice sales. Once hired, the training
process is lengthy because it requires signifiedntation for new sales representatives to achievéevel of clinical competency with our
products expected by physicians. Upon completiohetraining, our sales representatives typiaatuire lead time in the field to grow their
network of accounts and achieve the productivitele we expect them to reach in any individualitery. Furthermore, the use of our prodt
often requires or benefits from direct support fragn If we are unable to attract, motivate, develog retain a sufficient number of qualified
sales personnel, and if our sales representativesidachieve the productivity levels we expectritie reach, our revenue will not grow at the
rate we expect and our financial performance witfes. Also, to the extent we hire personnel froan competitors, we may have to wait until
applicable non-competition provisions have explietbre deploying such personnel in restrictedttigs or incur costs to relocate personnel
outside of such territories, and we have beendrptst, and may be subject to future allegatioatsttiese new hires have been improperly
solicited, or that they have divulged to us prajarig or other confidential information of their foer employers. Any of these risks may
adversely affect our business.

Our competitors are large, well-established compmmivith substantially greater resources than us drale a long history of competing in
the SCS market.

Our current and potential competitors are publicdgled, or are divisions of publicly-traded, majoedical device companies that have
substantially greater financial, technical, saled marketing resources than we do. The existingaI8CS market is estimated to be
approximately $1.5 billion in 2014, with the Unit&tates comprising approximately 80% of the mai®éten the size of the existing and
potential market in the United States, we expeat &ls we initiate our commercial launch and laundhe United States our competitors will
take aggressive action to protect their currenketgposition. For example, in 2012, one of our gipal competitors, Boston Scientific
Corporation, made a number of allegations regartiedgSENZA-RCT U.S. pivotal study, including thag Wwad introduced bias into the study.
We will face significant competition in establisgiour market share in the United States and maguetter unforeseen obstacles and
competitive challenges in the United States.

In addition, we face a particular challenge overitanthe long-standing practices by some physicénssing the neuromodulation
products of our larger, more established compstitehysicians who have completed many successpldits using the neuromodulation
products made by these competitors may be relutdant new products from a source with which tlaeg less familiar. If these physicians do
not try and subsequently adopt our product, thenmexenue growth will slow or decline.

Further, a number of our competitors are curreciyducting, or we anticipate will be conductingnidal trials to demonstrate the rest
of their SCS systems. The results of these trigg be equivalent to, or potentially better thae, tasults of our pivotal U.S. trial.

If we fail to maintain U.S. Food and Drug Administion approval to market and sell Senza, or if sugpproval is impacted in the future
we will be unable to commercially distribute and rkat Senza in the United States.

The FDA requires manufacturers of medical devioawaintain regulatory approval by filing timely @ts and complying with numerc
regulations. There can be no assurance that agpeilvee maintained. For example:

* we may not be able to maintain to the F's satisfaction that our product is safe and effedir its intended usi
» we may fail to comply with the requisite guidelin®sFDA and other agencies to maintain our PMA apal; and

» the manufacturing process and facilities we use nyneet applicable requirements to maintain ddARpproval.



In addition, although the FDA has approved our PMASenza, we may suffer from product liabilityather issues that impact our
ability to continue to market the Senza systenhénUWnited States.

Failing to maintain approval from the FDA couldutsn unexpected and significant costs for us emalsume management’s time and
other resources. The FDA could ask us to improvaugment manufacturing processes, collect and geadata on the quality or safety of our
product, or issue us a warning letter relating titers that may result in removal of our productrfrthe market. Additionally, we will be
required to obtain FDA approval prior to making angdification to the device, and the FDA may reviie approval or impose other
restrictions if post-market data demonstrates ga$sties or lack of effectiveness. If we are unablebtain and maintain the necessary
regulatory approvals, our financial condition mayduversely affected, and our ability to grow damally and internationally would likely be
limited.

If we are unable to educate physicians on the safel effective use of our HF10 therapy and Senza,way be unable to achieve o
expected growth.

An important part of our sales process includesthgcation of physicians on the safe and effeatseof our HF10 therapy and Senza,
particularly because Senza and high frequency neadalation treatment is relatively new as compaoeeiisting low frequency traditional
SCS systems. In addition, we will need to spendtsuttial time educating physicians using traditi®@s systems on the value of our HF10
therapy as demonstrated by our pivotal U.S. clirdega. Physicians typically need to perform seiveracedures to become comfortable using
HF10 therapy and Senza. If a physician experieditBsulties during an initial procedure or otherei that physician may be less likely to
continue to use our product or to recommend itheiophysicians. It is critical to the success wf commercialization efforts to educate
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physicians on the proper use of Senza, and to gedhiem with adequate product support during dinicocedures. It is important for our
growth that these physicians advocate for the litsnaffour products in the broader marketplac@hl§sicians misuse or ineffectively use our
products, it could result in unsatisfactory patieatcomes, patient injuries, negative publicityawsuits against us, any of which could have a
adverse effect on our business.

If our competitors are better able to develop andnket neuromodulation products that are safer, magéfective, less costly, easier to use
otherwise more attractive than Senza, our businests be adversely impacted.

The medical device industry is highly competitivelaubject to technological change. Our successrikyp in part, upon our ability to
establish a competitive position in the neuromotiliiamarket by securing broad market acceptanaaioHF10 therapy and Senza for the
treatment of chronic pain conditions. Any produet eevelop that achieves regulatory clearance awoapp including Senza, will have to
compete for market acceptance and market sharddlidve that the primary competitive factors in tieiromodulation market are
demonstrated clinical effectiveness, product safefjability and durability, ease of use, prodsepport and service, minimal side effects and
salesforce experience and relationships. We fapgfigsiant competition in the United States andrin&tionally, which we believe will intensify
as we enter the U.S. market. For example, our ntajorpetitors, Medtronic, Inc., Boston Scientificr@oration and St. Jude Medical, Inc., €
has approved neuromodulation systems in at leadtttited States, Europe, and Australia and have és&blished for several years. In
addition, we understand that St. Jude Medical ikimg on a U.S. pivotal study for its burst stimiga technology, intended for chronic pain
relief with minimal paresthesia, and that BostoreBiific has made public its commencement of reégrgipatients for a randomized clinical
trial of a high-frequency SCS therapy. In additiorthese major competitors, we may also face catigrefrom other emerging competitors
and smaller companies with active neuromodulatistesn development programs that may emerge inutineef. Many of the companies
developing or marketing competing products enjoyess advantages over us, including:

* more experienced sales forc

* greater name recognitio

* more established sales and marketing programsiatribdtion networks
e earlier regulatory approve

* long established relationships with physicians bospitals;

» significant patent portfolios, including issugds. and foreign patents and pending patent agdfmits, as well as the resources to
enforce patents against us or any of our -party suppliers and distributol

» the ability to acquire and integrate our compesitand/or their technolog

« demonstrated ability to develop product enhancesnamil new product offering

» established history of product reliability, safetyd durability;

» the ability to offer rebates or bundle multiple guot offerings to offer greater discounts or inoesg;
» greater financial and human resources for prodeeeidpment, sales, and marketing; .

» greater experience in and resources for coimyoesearch and development, clinical studies,ufsaturing, preparing regulatory
submissions, obtaining regulatory clearance or@mifor products and marketing approved prodt

Our competitors may develop and patent processpsoducts earlier than us, obtain patents that apgyy to us at any time, obtain
regulatory clearance or approvals for competingipets more rapidly than us or develop more effectivless expensive products or
technologies that render our technology or prodabtolete or less competitive. We also face fiemapetition in recruiting and retaining
qualified sales, scientific, and management pemipstablishing clinical trial sites and enrollipgtients in clinical studies. If our competitors
are more successful than us in these matters,usimdss may be harmed.

We only recently began commercializing Senza in BEA and Australia, and only just received approwal market Senza in the United
States, and we may never achieve market accepte

Senza has been CE marked since 2010, enablingcesnimercialize it throughout the EEA, which is caoisgd of the 28 Member States
of the European Union (EU), plus Norway, Liechteiseind Iceland. It was also approved by the Aliatfidherapeutic Goods Administration
(TGA), in 2011. In May 2015, the FDA approved olRto market Senza in the United States, and we mmt yet commercially launched
sales in the United States. As a result, we hdireied history of commercializing our product gealty and no history of selling Senza in the
United States. We also have limited experience gingan commercial activities and limited estabédtrelationships with physicians and
hospitals as well as third-party suppliers on wheendepend for the manufacture of our product. Asrganization, we have never
commercially launched a product in the United Stat®r commenced a sales representative trainogygam or conducted a launch of a sim
expected size. A commercial launch and traininggram of this size is a significant undertaking ttesfuires substantial financial and
managerial resources. We may be unable to gairdbroaarket acceptance in the countries in whiclinaee already begun to commercialize
Senza or successfully commercialize it in the Whiates for a number of reasons, including:

» established competitors with strong relationshifik wustomers, including physicians, hospitals #midi-party suppliers
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» limitations in our ability to demonstrate diféatiation and advantages of our product comparedmpeting products and the
relative safety, efficacy and ease of use of oadpct;

» the limited size of our sales force and the leayminrve required to gain experience selling oudpob;

» the inability to obtain sufficient supply ofgltomponents for Senza or secure second-sourcbesgppour main suppliers are
unable to fulfill our orders

« insufficient financial or other resources to supmar commercialization efforts necessary to rgardfitability; and

« the introduction and market acceptance of new, raffextive or less expensive competing productstaadnologies

Moreover, physicians and hospitals may not perctigebenefits of our products and may be unwiltimghange from the SCS devices
they are currently using. Communicating the bese@fitSenza and HF10 therapy to these physiciantasypitals requires a significant
commitment by our marketing team and sales orgéaizaPhysicians and hospitals may be slow to chahgir practices because of perceivec
risks arising from the use of new products. Phgsisimay not recommend or use Senza until therelis lang-term commercial experience to
convince them to alter their existing treatmenthods, or until they receive additional recommeratetifrom other physicians that our product
is effective. We cannot predict when, if ever, pbigs and hospitals may adopt use of our prodirate are unable to educate physicians and
hospitals about the advantages of our HF10 thesiagySenza, do not achieve significantly greateketaacceptance of our product, do not
gain momentum in our sales activities, or failigmgficantly grow our market share, we will not &bkle to grow our revenue and our business
and financial condition will be adversely affected.

Our past results in the international markets in wdh we commercialize Senza should not be relied mjps an indication of our future
performance in those markets or in the United Sta

Our revenue has increased from $18.2 million ferybar ended December 31, 2012 to $23.5 milliotHeryear ended December 31,
2013 to $32.6 million for the year ended Decemler2B14 on the basis of our sales of Senza in Euaop Australia; however, we do not
expect to continue this rate of revenue growthhase international markets. Due to our current fpatien in these markets, we expect to grow
less rapidly in the future than we have in the paghiese markets.

In addition, the characteristics of these markédfsrdsignificantly from the U.S. market, includirgs a result of differences in payor systems,
competitive dynamics, market size, and patientitneat regimens. As a result of the differenceshi@sé markets, you should not compare our
financial results in the international market ty @otential future results in the U.S. market nowdd you rely on our past results as an
indication of our future performance.

Our success depends on physicians’ use of our Hfi€rapy to treat chronic back pain.

Our success is dependent on physicians’ acceptarttase of our HF10 therapy to treat chronic batk.pVe believe a significant
limitation of current neuromodulation systems ig limited evidence supporting efficacy of tradigdi$CS for treating chronic back pain.
Senza utilizes high-frequency stimulation technglogpable of delivering waveform of up to 10,000fbizspinal cord stimulation that has
been shown to be effective in the treatment of exghand back pain. However, we may face challesgasincing physicians, many of whom
have extensive experience with competitors’ SCSlyets and established relationships with other @nigs, to appreciate the benefits of
HF10 therapy and, in particular, its ability toatdack pain as well as leg pain, and adopt itrsatment of their patients. If Senza is unable to
gain acceptance by physicians for the treatmehaok pain, our potential to expand the existingrogwdulation market will be significantly
limited and our revenue potential will be negatwviehpacted.

Traditional SCS has been available for over 40 ygawhile Senza has only been commercially availagitece 2010 and, as a result, we have
a limited track record compared to our competitors.

Traditional SCS has been commercialized since 1®6ile we only began commercializing Senza inteamaly in 2010. Because we
have a limited commercial track record compareduiocompetitors and Senza has been implanted ienpafor less than five years, physici
may be slower to adopt or recommend Senza. Fusilgle we believe our international commercial exgrece and our European two year
study and U.S. pivotal study support the safetyeffettiveness of our HF10 therapy, future studiegatient experience over a longer period
of time may indicate that treatment with our HF@rapy does not achieve non-inferiority statuscaspared to treatment with competitive
products or that our HF10 therapy causes unexpectedrious complications or other unforeseen megaffects. Such results would likely
slow the adoption of Senza and significantly redmgesales, which would harm our business and adieaffect our results of operations.

Furthermore, if patients with traditional SCS impktions were to experience unexpected or seriongplications or other unforeseen
effects, the market for Senza may be adverselyt&ifie even if such effects are not applicable twSe
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Our international operations subject us to certagperating risks, which could adversely impact owsults of operations and financial
condition.

Sales of Senza outside the United States reprebalitef our revenue from Senza sales. In 2010b&gan selling Senza in the EEA
through distributors and, in August 2011, we begglling Senza in Australia through our own salesd@nd distributors. As of March 31,
2015, we sell Senza directly in Austria, Switzedadnited Kingdom, Sweden, Australia, Belgium, Lotourg and Germany and through
distributors and agents located in the NetherlaBdajn, Italy, Slovakia, Turkey, Kuwait and Irelaffthe sale and shipment of Senza across
international borders, as well as the purchas®wifponents from international sources, subject ws.% and foreign governmental trade,
import and export, and customs regulations and.laws

Compliance with these regulations and laws is g@stll exposes us to penalties for non-compliantieer@aws and regulations that can
significantly impact us include various anti-brippéaws, including the U.S. Foreign Corrupt Pradiéet, as well as export controls laws. Any
failure to comply with applicable legal and regulgtobligations could impact us in a variety of wakat include, but are not limited to,
significant criminal, civil and administrative pdti@s, including imprisonment of individuals, finaad penalties, denial of export privileges,
seizure of shipments, restrictions on certain lssractivities and exclusion or debarment from gowent contracting.

Our international operations expose us and ourilligors to risks inherent in operating in forejgnisdictions. These risks include:

« difficulties in enforcing our intellectual pregty rights and in defending against third-partedis and intellectual property
enforcement actions against us, our distributarang of our thir-party suppliers

» reduced or varied protection for intellectual pnapeights in some countrie
* pricing pressure that we may experience internatipyr

» foreign currency exchange rate fluctuatic

» ashortage of hic-quality sales people and distributc

« thirdparty reimbursement policies that may require sofrtee patients who receive our products to diyeaisorb medical costs
that may necessitate the reduction of the sellimgep of Senze

e competitive disadvantage to competition with estileld business and customer relationst

» the imposition of additional U.S. and foreign gavaental controls or regulatior

* economic instability

» changes in duties and tariffs, license obligatiand other nc-tariff barriers to trade

« the imposition of restrictions on the activitiesfofeign agents, representatives and distribu

« scrutiny of foreign tax authorities which could uktsn significant fines, penalties and additioteates being imposed on
» laws and business practices favoring local comsa

* longer payment cycle:

« difficulties in maintaining consistency with outténnal guidelines

» difficulties in enforcing agreements and collectiegeivables through certain foreign legal syste
« the imposition of costly and lengthy new exporglising requirement

* the imposition of U.S. or international sannsagainst a country, company, person or entitly whiom we do business that would
restrict or prohibit continued business with thac®ned country, company, person or entity;

» the imposition of new trade restrictiot
If we experience any of these risks, our salemU.S. jurisdictions may be harmed and our resfltsperations would suffer.

We are dependent upon third-party manufacturers aswppliers, in some cases sole- or single-sourgepdiers, making us vulnerable to
supply shortages and problems and price fluctuasomvhich could harm our busines:

We rely on a limited number of suppliers who magtifee and assemble certain components of Senza.

Our suppliers may encounter problems during manuifig for a variety of reasons, including, for exae, failure to follow specific
protocols and procedures, failure to comply witplegable legal and regulatory requirements, equiptealfunction and environmental
factors, failure to properly conduct their own mesis affairs, and infringement of third-party ilgetual property rights, any of which could
delay or impede their ability to meet our requiratse Our reliance on these third-party suppliess aubjects us to other risks that could harm
our business, including



» third parties may threaten or enforce theieliettual property rights against our suppliersiclvimay cause disruptions or delays in
shipment, or may force our suppliers to cease cotimybusiness with u:
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* we may not be able to obtain an adequate supgytimely manner or on commercially reasonable te

* we are not a major customer of many of our e and these suppliers may therefore give atbhstomers’ needs higher priority
than ours

« our suppliers, especially new suppliers, makererrors in manufacturing that could negativefgetfthe efficacy or safety of
Senza, impacting our ability to maintain our PMAsgval, or cause delays in shipment, impactingadaility to meet demand in tl
U.S. or international market

* we may have difficulty locating and qualifying atiative suppliers

e switching components or suppliers may requitapct redesign and possibly submission to FDA, BNoAified Bodies, or other
foreign regulatory bodies, which could significgnthpede or delay our commercial activiti

e one or more of our sc- or single-source suppliers may be unwilling or unable to suppmponents of Senz
» other customers may use fair or unfair negotiatémtics and/or pressures to impede our use ofupplier;

» the occurrence of a fire, natural disaster or otlagsstrophe impacting one or more of our supptieayg affect their ability to delive
products to us in a timely manner; ¢

» our suppliers may encounter financial or otesiness hardships unrelated to our demand, wiighd énhibit their ability to fulfill
our orders and meet our requireme

We may not be able to sufficiently quickly estableditional or alternative suppliers for commedizétion in the United States if
necessary, in part because we may need to undexdaltonal activities to establish such supplessequired by the regulatory approval
process. Any interruption or delay in obtaininggarots from our third-party suppliers, or our inéhito obtain products from qualified
alternate sources at acceptable prices in a timakyner, could impair our ability to meet the demahdur customers and cause them to switc
to competing products. Given our reliance on cersaigle-source suppliers, we are especially suiddepo supply shortages because we do
not have alternate suppliers currently available.

We rely upon third-party, single-source, and in tain cases sole-source, suppliers for many of tleenponents and materials used in Senza,
and for critical manufacturing and packaging serws, and the loss of any of these suppliers couldnh@ur business.

A number of the critical components used in Semeasapplied to us from single-source, or in certaises sole-source, suppliers,
including our implantable pulse generator (IPGsadks and lead extenders, neurostimulator compqrietgsietry modules, batteries, and
packaging services. Our ability to supply Senzamentially depends, in part, on our ability to ohtaisupply of these components that has
been manufactured in accordance with regulatoryirements and in sufficient quantities for commalization and clinical testing. We have
not entered into manufacturing, supply or qualgyegments with all of our single-source and solé@® suppliers, some of which supply
components critical to our products. We are ndiadethat our single-source or sole-source suppliéll be able to meet our demand for their
products and services, either because of the nafurer agreements with those suppliers, or ouitdichexperience with those suppliers, or due
to our relative importance as a customer to thapelgers. It may be difficult for us to assess tladility to timely meet our demand in the
future based on past performance. While our supgpfiave generally met our demand for their prodaota timely basis in the past, they may
subordinate our needs in the future to their otlvstomers.

Establishing additional or replacement supplierdtie components or processes used in Senzaliireelg may not be accomplished
quickly. If we are able to find a replacement sigaplsuch replacement supplier would need to béfopthand may require additional
regulatory authority approval, which could resalfurther delay. While we seek to maintain adequatentory of the single-source or sole-
source components and materials used in our predaicy interruption or delay in the supply of comgats or materials, or our inability to
obtain components or materials from alternate ssuat acceptable prices in a timely manner, confghir our ability to meet the demand of
our customers and cause them to cancel orders.

If our third-party suppliers fail to deliver thegeired commercial quantities of materials, or #eel of services we require, on a timely
basis and at commercially reasonable prices, andreveinable to find one or more replacement sugpliapable of production at a
substantially equivalent cost in substantially gglént volumes and quality and on a timely basis,dontinued commercialization of Senza
would be impeded, delayed, limited or preventedgctvicould harm our business, results of operatifinancial condition and prospects.

We may not be able to establish or strengthen orartal.

We believe that establishing and strengthenind\inro and Senza brands is critical to achievingesjtead acceptance of HF10 therapy,
particularly because of the highly competitive matof the market for SCS products. Promoting arsitipming our brand will depend largely
on the success of our marketing efforts and ouityld provide physicians with a reliable proddiet successful treatment of chronic leg and
back
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pain. Given the established nature of our compstitand our lack of commercialization in the Unigdtes, it is likely that our future
marketing efforts will require us to incur signdiet additional expenses. These brand promotiowitees may not yield increased sales and,
even if they do, any sales increases may not dffieeéxpenses we incur to promote our brand. Ifaitéo successfully promote and maintain
our brand, or if we incur substantial expensesin@successful attempt to promote and maintairboamd, our HF10 therapy may not be
accepted by physicians, which would adversely affec business, results of operations and finarcatition.

Our ability to achieve profitability will dependnipart, on our ability to reduce the per unit managturing cost of Senza.

Currently, the gross profit generated from the sél8enza is not sufficient to cover our operatmgenses. To achieve our operating an
strategic goals, we need to, among other thingsijoethe per unit manufacturing cost of Senza. G&mnot be achieved without increasing the
volume of components that we purchase in ordeste idvantage of volume based pricing discounfsrawe manufacturing efficiency or
increase our volume to leverage manufacturing aamticosts. If we are unable to improve manufaajueificiency and reduce manufacturing
overhead costs per unit, our ability to achievditability will be severely constrained. Any inciggin manufacturing volumes is dependent
upon a corresponding increase in sales. The ocmeref one or more factors that negatively implaetrhanufacturing or sales of Senza or
reduce our manufacturing efficiency may prevenfrom achieving our desired reduction in manufactygosts, which would negatively afft
our operating results and may prevent us fromrattgiprofitability.

If third -party payors do not provide adequate coverage aithbursement for the use of Senza, our revenud b negatively impacted.

Our success in marketing Senza depends and wiindkim large part on whether U.S. and internatigeaernment health administrative
authorities, private health insurers and other wizgdions adequately cover and reimburse custofoethe cost of our products.

In the United States, we expect to derive neatlgwai sales from sales of Senza to hospitals atpbtient surgery centers who typically
bill various third-party payors, including Medicaiedicaid, private commercial insurance comparfieg)th maintenance organizations and
other healthcare-related organizations, to covarral portion of the costs and fees associateld 8&nza and bill patients for any applicable
deductibles or co-payments. Access to adequateageand reimbursement for SCS procedures usirggand our other products in
development) by third-party payors is essentightacceptance of our products by our customers.

Because there is generally no separate reimbursdorenedical devices and other supplies used @h guiocedures, including Senza anc
our HF10 therapy, and because we believe that $@®gures using Senza, if approved, would be adelyudescribed by existing CPT,
HCPCS Il and ICD-9-CM codes for the implantatiorspfnal cord stimulators and related leads perfdrmevarious sites of care, some of our
target customers may be unwilling to adopt Senza more established or lower cost therapeuticradtéres already available or subsequently
become available. Further, any decline in the arnpayors are willing to reimburse our customers3aS procedures using Senza could mak
it difficult for new customers to adopt Senza andld create additional pricing pressure for us,clitdould adversely affect our ability to inv
in and grow our business.

Third-party payors, whether foreign or domesticgovernmental or commercial, are developing inéregyg sophisticated methods of
controlling healthcare costs. In addition, in theitdd States, no uniform policy of coverage anthirirsement for medical device products an
services exists among third-party payors. Therefmreerage and reimbursement for medical devicdymts and services can differ
significantly from payor to payor. In addition, pag continually review new technologies for possibbverage and can, without notice, deny
coverage for these new products and procedurea.r@sult, the coverage determination process én @fttime-consuming and costly process
that will require us to provide scientific and atial support for the use of our products to eagfopaeparately, with no assurance that cove
and adequate reimbursement will be obtained, ontaiaied if obtained.

Reimbursement systems in international markets sinificantly by country and by region within somauntries, and reimbursement
approvals must be obtained on a country-by-coumdigis. In many international markets, a producttrhasapproved for reimbursement before
it can be approved for sale in that country. Furthgny international markets have government-meghdogalthcare systems that control
reimbursement for new devices and procedures. ¥amnple, the governmental healthcare system in Erhas not yet approved reimbursen
of Senza. In most markets there are private inggragstems as well as governmergnaged systems. If sufficient coverage and reisgier
is not available for our current or future produatseither the United States or internationalhe tlemand for our products and our revenues
will be adversely affectec



If we fail to properly manage our anticipated grokjtour business could suffe

We have been growing rapidly in recent periodstzanke a relatively short history of operating a®amercial company. In May 2015,
the FDA approved our PMA to market Senza in theéthStates, and we have not yet commercially laegh¢he product in the United States.
As an organization, we have never commercially ¢l a product in the United States, nor commeacles representative training
program or conducted a launch of a similar expesteel A commercial launch and training progranthig size is a significant undertaking t
requires substantial financial and managerial nessu We intend to continue to grow and may expedageriods of rapid growth and
expansion, which could place a significant addaicstrain on our limited personnel, informationheology systems and other resources. In
particular, the hiring of our direct sales forcahe United States requires significant managenfigancial and other supporting resources.
failure by us to manage our growth effectively cbibhve an adverse effect on our ability to ach@mwedevelopment and commercialization
goals.
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To achieve our revenue goals, we must successfdigase manufacturing output to meet expectedbmestdemand. In the future, we
may experience difficulties with manufacturing yig] quality control, component supply and shortagegialified personnel, among other
problems. These problems could result in delaysaduct availability and increases in expenses. gugh delay or increased expense could
adversely affect our ability to generate our revenu

Future growth will also impose significant addedp@nsibilities on management, including the neadeatify, recruit, train and integra
additional employees. In addition, rapid and sigaifit growth will place a strain on our administratand operational infrastructure.

In order to manage our operations and growth wengiéd to continue to improve our operational armthagement controls, reporting and
information technology systems and financial inéicontrol procedures. If we are unable to managegmwth effectively, it may be difficult
for us to execute our business strategy and ouatipg results and business could suffer.

If we fail to receive access to hospital facilitiesur sales may decreas

In the United States, in order for physicians te 8enza, we expect that the hospital facilitiesrertieese physicians treat patients will
typically require us to enter into purchasing caats. This process can be lengthy and time-conguand require extensive negotiations and
management time. In the EU, from time to time geri@astitutions require us to engage in a contbédtiing process in the event that such
institutions are considering making purchase commaiitts that exceed specified cost thresholds, wrach by jurisdiction. These processes are
only open at certain periods of time, and we maybmosuccessful in the bidding process. If we doraceive access to hospital facilities via
these contracting processes or otherwise, or ifingaunable to secure contracts or tender succdsdfylour sales may decrease and our
operating results may be harmed. Furthermore, weeaxpend significant effort in these time-consumimgcesses and still may not obtain a
purchase contract from such hospitals.

We rely in part on a small group of third-party ditbutors to effectively distribute our products side the United States.

We depend in part on medical device distributorglie marketing and selling of our products in aierterritories in Europe and Australia. We
depend on these distributoesfforts to market our products, yet we are unableontrol their efforts completely. These distrimsttypically sel

a variety of other, non-competing products that hirait the resources they dedicate to selling Sehraddition, we are unable to ensure that
our distributors comply with all applicable lawgjeeding the sale of our products. If our distrivattail to effectively market and sell Senza, in
full compliance with applicable laws, our operatiegults and business may suffer. Recruiting atadrmieg qualified third-party distributors
and training them in our technology and producgifig requires significant time and resources. &eetbp and expand our distribution, we
must continue to scale and improve our processgprantedures that support our distributors. Furtifieur relationship with a successful
distributor terminates, we may be unable to repthaedistributor without disruption to our busisel we fail to maintain positive
relationships with our distributors, fail to devploew relationships with other distributors, inchglin new markets, fail to manage, train or
incentivize existing distributors effectively, @ilfto provide distributors with competitive prodsion attractive terms, or if these distributors
are not successful in their sales efforts, ourmaeemay decrease and our operating results, réputaid business may be harmed.

We may face product liability claims that could rdsin costly litigation and significant liabilities.

Manufacturing and marketing of Senza, and clinieating of our HF10 therapy, may expose us to prblibility and other tort claims.
Although we have, and intend to maintain, liabilitgurance, the coverage limits of our insurandecigs may not be adequate and one or r
successful claims brought against us may have ariabadverse effect on our business and resultperfations. For example, the U.S.
Supreme Court recently declined to hear an appkaterthe U.S. Court of Appeals for the Ninth Citeuied that the 1976 Medical Device
Amendments to the Federal Food, Drug and Cosmeticdiél not preempt state laws in a product liapitihse involving a medical device
company. If other courts in the United States adoptlar rulings, we may be subject to increastgdtion risk in connection with our
products. Product liability claims could negativel§ect our reputation, continued product saled, @ ability to obtain and maintain
regulatory approval for our products.

If clinical studies for future indications do not duce results necessary to support regulatory céeee or approval in the United States
elsewhere, we will be unable to commercialize otwducts for these indications.

We are currently conducting clinical trials for arto explore the potential for HF10 therapy tati@her chronic pain indications,
including pre-spinal surgery patients, chronicaotable neck and upper extremity pain and refrgetbronic migraine. We will likely need to
conduct additional clinical studies in the futusestipport approval for these new indications. Ctihtesting takes many years, is expensive ar
carries uncertain outcomes. The initiation and detign of any of these studies may be preventeldydd, or halted for numerous reasons,
including, but not limited to, the followiny



the FDA, institutional review boards (IRBs)hiets Committees, EU Competent Authorities or otiegulatory authorities do not
approve a clinical study protocol, force us to nfipdi previously approved protocol, or place a cliistudy on hold

patients do not enroll in, or enroll at a loweertitan we expect, or do not complete a clinical\st
patients or investigators do not comply with stpdgtocols;

patients do not return for p-treatment follov-up at the expected rai
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* patients experience serious or unexpected adwde effects for a variety of reasons that nmayiay not be related to our products
such as the advanced stage -morbidities that may exist at the time of treatmeatising a clinical study to be put on hc

» sites participating in an ongoing clinical studytiwdraw, requiring us to engage new si
» difficulties or delays associated with establishamiglitional clinical sites

» third-party clinical investigators decline tarficipate in our clinical studies, do not perfatme clinical studies on the anticipated
schedule, or perform in a manner inconsistent thighinvestigator agreement, clinical study protpgobd clinical practices, other
FDA, IRB or Ethics Committee requirements, and BAémber State or other foreign regulations govermingjcal trials;

» third-party organizations do not perform data collectod analysis in a timely or accurate man

e regulatory inspections of our clinical stud@smanufacturing facilities require us to undertakerective action or suspend or
terminate our clinical studie

» changes in federal, state, or foreign governmestédites, regulations or policie
» interim results are inconclusive or unfavorablecaisnmediate and lor-term safety or efficacy
* the study design is inadequate to demonstrateysarfiet efficacy; o

» the statistical endpoints are not ir

Clinical failure can occur at any stage of theitgstOur clinical studies may produce negativengonclusive results, and we may dec
or regulators may require us, to conduct additiatinlcal or nonelinical studies in addition to those we have pkthrOur failure to adequate
demonstrate the safety and effectiveness of aoyioflevices would prevent receipt of regulatonadace or approval and, ultimately, the
commercialization of that device or indication fe.

We could also encounter delays if the FDA conclutias our financial relationships with investigateesults in a perceived or actual
conflict of interest that may have affected theiptetation of a study, the integrity of the da¢agrated at the applicable clinical trial sitelw
utility of the clinical trial itself. Principal inestigators for our clinical trials may serve astific advisors or consultants to us from time to
time and receive cash compensation and/or stodtrapin connection with such services. If thesatiehships and any related compensatic
or ownership interest by the clinical investigatarrying out the study result in perceived or alctaaflicts of interest, or if the FDA concludes
that the financial relationship may have affectg@ripretation of the study, the integrity of theadgenerated at the applicable clinical trial site
may be questioned and the utility of the clinicaltitself may be jeopardized, which could resnlthe delay or rejection of our PMA by the
FDA. Any such delay or rejection could prevent iy commercializing any of our products currentlydevelopment.

Even if our products are approved in the UnitedeStaAustralia and the EEA, comparable regulatotharities of additional foreign
countries must also approve the manufacturing asaudketing of our products in those countries. Appitqrocedures vary among jurisdictions
and can involve requirements and administrativéereyeriods different from, and greater than, thosthe United States, Australia or the
EEA, including additional preclinical studies omital trials. Any of these occurrences may harmhmsiness, financial condition and
prospects significantly.

If we fail to retain our key executives or recrufind hire new employees, our operations and finaramsults may be adversely effected wt
we attract other highly qualified personnel.

Our future success depends, in part, on our abdigontinue to retain our executive officers attfieo key employees and recruit and hire
new employees. All of our executive officers andestemployees are at-will employees, and therefag terminate employment with us at
any time with no advance notice. The replacemeangfof our key personnel likely would involve sifigant time and costs, may significantly
delay or prevent the achievement of our businegctibes and may harm our business.

In addition, many of our employees have becomeilbisaon become vested in a substantial amountazksor number of stock options.
Our employees may be more likely to leave us ifshares they own or the shares underlying thetedesptions have significantly appreciated
in value relative to the original purchase pricéthe shares or the exercise prices of the optioni,the exercise prices of the options that the
hold are significantly below the market price of stommon stock. Further, our employees’ abilitgkercise those options and sell their stock
in a public market may result in a higher than rartarnover rate.

Our future success also depends on our abilitetein executive officers and other key employeekaitract new key employees. Many
executive officers and employees in the neuromditmand medical device industry are subject tiztstron-compete or confidentiality
agreements with their employers, including our ncmpetitors Medtronic, Inc., Boston Scientific @grand St. Jude Medical, Inc. In
addition, some of our existing and future employa@sor may be subject to confidentiality agreemerith previous employers. Our
competitors may allege breaches of and seek ta@fuch non-compete agreements or initiate lingatased on such confidentiality
agreements. Such litigation, whether or not medtay, may impede our ability to attract or use eiee officers and other key employees whc
have been employed by our competitors and maytrigsimtellectual property claims against us. BasBrientific Corp., for example, has
initiated a
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lawsuit against one of our employees alleging th@tmployee cannot work for us without inevitadbisclosing Boston Scientific’s proprietary
information. Although we are not a party to thig/aiit, it has impeded our ability to utilize thimployee. It is likely that we will experience
similar aggressive tactics by our competitors ay geek to protect their market position, partidylas we prepare to enter the U.S. market.

Our credit facility contains restrictions that lintiour flexibility in operating our business.

In October 2014, we entered into a term loan agee¢mvith Capital Royalty Partners and certain efiffiliates, which we refer to as our
credit facility. Subject to certain conditions, Wave access to borrow up to $50.0 million princgrabunt of senior secured term loan finan
in up to three draws on or before September 305 20@er the credit facility. In December 2014, wevddown $20.0 million under this
facility. Our credit facility also contains variogsvenants that limit our ability to engage in sfied types of transactions. Subject to limited
exceptions, these covenants limit our ability topag other things:

» sell, lease, transfer, exclusively license or dégpof our asset

e create, incur, assume or permit to exist additiomdbtedness or lien

* make restricted payments, including paying divideod, repurchasing or making distributions withpees to our capital stoc
* make specified investments (including loans andades)

* merge, consolidate or liquidate; a

e enter into certain transactions with our affilia

In addition, our credit facility contains certaindncial covenants, including certain minimum ppegfied liquidity and revenue
requirements. In particular, we are required tomaan a minimum of $5.0 million of cash and certeash equivalents, and we must achieve
minimum revenue of $25.0 million in 2015, $30.0lroit in 2016, $40.0 million in 2017, $50.0 millien 2018 and $70.0 million in 2019. The
covenants in our credit facility may limit our @bjlto take certain actions and, in the event iatreach one or more covenants, our lenders
may choose to declare an event of default and reduat we immediately repay all amounts outstapdierminate the commitment to extend
further credit and foreclose on the collateral ¢gdrto it to collateralize such indebtedness, winictudes our intellectual property. In addition,
if we fail to meet the required covenants, we wit have access to the additional tranches underrtdit facility.

Failure to protect our information technology infretructure against cybebased attacks, network security breaches, seriteriuptions, or
data corruption could significantly disrupt our opations and adversely affect our business and opimg results.

We rely on information technology and telephonevaeks and systems, including the Internet, to pseand transmit sensitive electrc
information and to manage or support a varietyusiitess processes and activities, including shilisg, marketing, procurement and supply
chain, manufacturing, and distribution. We use gmitge information technology systems to recordcpss, and summarize financial
information and results of operations for intem&dorting purposes and to comply with regulatoinyaricial reporting, legal, and tax
requirements. Our information technology systeroses of which are managed by third-parties, mayuseegptible to damage, disruptions, or
shutdowns due to computer viruses, attacks by ctenpiackers, failures during the process of upaigdr replacing software, databases or
components thereof, power outages, hardware failteeecommunication failures, user errors, orstad@hic events. Despite the precautionan
measures we have taken to prevent breakdowns imfmumation technology and telephone systemsuyifaystems suffer severe damage,
disruption, or shutdown and we are unable to &ffelst resolve the issues in a timely manner, owilbess and operating results may suffer.

Risks Related to Intellectual Property

We may in the future become involved in lawsuitsdefend ourselves against intellectual propertygiiges, which could be expensive and
time consuming, and ultimately unsuccessful, anduteb result in the diversion of significant resourseand hinder our ability to
commercialize our existing or future products.

Our success depends in part on not infringing #temds or violating the other proprietary rightotifers. Intellectual property disputes
can be costly to defend and may cause our busiopesating results and financial condition to suffégnificant litigation regarding patent
rights occurs in the medical industry. Whether meeror not, it is possible that U.S. and foreigtepts and pending patent applications
controlled by third parties may be alleged to camar products. We may also face allegations thaemployees have misappropriated the
intellectual property rights of their former empéwg or other third parties. Our competitors in kbt United States and abroad, many of whic
have substantially greater resources and have mdnantial investments in patent portfolios anapeting technologies, may have applied
for or obtained or may in the future apply for artdain, patents that will prevent, limit, or othéserinterfere with our ability to make, use, sell
and/or export our products. For example, our megonpetitors, Medtronic, Inc., Boston Scientific @grand St. Jude Medical, Inc., each have
significant patent portfolios covering systems,-sybtems, methods, and manufacturing processesemnpetitors may have one or more
patents for which they can threaten and/or initgtent infringement actions against us and/oradmur third-party suppliers. Our ability to
defend ourselves and/or our third-party supplieay fve limited by our financial and human resourtes availability of reasonable defenses,
and the ultimate acceptance of our defenses byahes or juries. Further, if such patents are sssftlly asserted against us, this may result i
an adverse impact on our business, including irjans, damages, and/or attorneys’ fees. From torterte and in the ordinary course of
business, we may develop noninfringement and/alidity positions with respect to third-party paterwhich may or not be ultimately
adjudicated as successful by a judge or jury ihquatents were asserted agains
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We may receive in the future, particularly as aljputompany, communications from patent holdersluding non-practicing entities,
alleging infringement of patents or other inteliedtproperty rights or misappropriation of tradersés, or offering licenses to such intellectual
property. Any claims that we assert against pestkiufringers could also provoke these partiessed counterclaims against us alleging that
we infringe their intellectual property rights. Aty given time, we may be involved as either angiffior a defendant in a number of patent
infringement actions, the outcomes of which maybwknown for prolonged periods of time.

The large number of patents, the rapid rate of patent applications and issuances, the complexifidse technologies involved and the
uncertainty of litigation significantly increaseethisks related to any patent litigation. Any pdigrintellectual property litigation also could
force us to do one or more of the following:

» stop selling, making, using, or exporting produbes use the disputed intellectual prope

« obtain a license from the intellectual propexyner to continue selling, making, exporting, sing products, which license may
require substantial royalty payments and may na@vadélable on reasonable terms, or at

e incur significant legal expense

* pay substantial damages or royalties to th/penose intellectual property rights we may berfdto be infringing, potentially
including treble damages if the court finds that ithfringement was willful

+ ifalicense is available from a third-partye wiay have to pay substantial royalties, upfroes fer grant croseenses to intellectu
property rights for our products and servic

* pay the attorney fees and costs of litigation toghrty whose intellectual property rights we mayfdund to be infringing

« find non-infringing substitute products, whicbuld be costly and create significant delay duia¢oneed for FDA regulatory
clearance

« find alternative supplies for infringing prods®r processes, which could be costly and crégiéisant delay due to the need for
FDA regulatory clearance; andi

» redesign those products or processes thahgdrany third-party intellectual property, whichutibbe costly, disruptive, and/or
infeasible.

From time to time, we may be subject to legal pediegs and claims in the ordinary course of busingth respect to intellectual
property. Even if resolved in our favor, litigation other legal proceedings relating to intelletpraperty claims may cause us to incur
significant expenses, and could distract our texdirdind management personnel from their normabrespilities. In addition, there could be
public announcements of the results of hearingsiom® or other interim proceedings or developmeantsl, if securities analysts or investors
perceive these results to be negative, it coule lramaterial adverse effect on the price of ourrmomstock. Finally, any uncertainties
resulting from the initiation and continuation afyditigation could have a material adverse effatur ability to raise the funds necessary to
continue our operations.

If any of the foregoing occurs, we may have to dittw existing products from the market or may bahl& to commercialize one or
more of our products, all of which could have aeniat adverse effect on our business, results efaijons and financial condition. Any
litigation or claim against us, even those withimgrit, may cause us to incur substantial costscanttl place a significant strain on our
financial resources, divert the attention of mamaget from our core business and harm our reputdiorther, as the number of participants ir
the neuromodulation industry grows, the possibiityntellectual property infringement claims agsins increases.

In addition, we may indemnify our customers, suggliand international distributors against claielatng to the infringement of the
intellectual property rights of third parties rétaf to our products, methods, and/or manufactupimmgesses. Third parties may assert
infringement claims against our customers, supglier distributors. These claims may require usit@te or defend protracted and costly
litigation on behalf of our customers, suppliergistributors, regardless of the merits of thesénts. If any of these claims succeed, we me
forced to pay damages on behalf of our customapgpliers, or distributors or may be required toadticenses for the products they use. If
cannot obtain all necessary licenses on commeygidisonable terms, our customers may be forcetbpousing our products, or our suppliers
may be forced to stop providing us with products.

Similarly, interference or derivation proceedingsyoked by third parties or brought by the USPT@uy foreign patent authority may be
necessary to determine the priority of inventionstber matters of inventorship with respect to patents or patent applications. We may alsc
become involved in other proceedings, such as am@ation or opposition proceedings, before the TUS®r its foreign counterparts relating
to our intellectual property or the intellectuabperty rights of others. Two of our competitorssBm Scientific Neuromodulation Corporation,
and Medtronic, Inc., have filed oppositions in Eiropean Union with respect to certain of our p@tein unfavorable outcome in these or
other such proceedings could require us to ceasg tiee related technology or to attempt to licenghbts to it from the prevailing party, or
could
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cause us to lose valuable intellectual propertigtsigOur business could be harmed if the prevapisdy does not offer us a license on
commercially reasonable terms, if any license fsrefl at all. Litigation or other proceedings mai &nd, even if successful, may result in
substantial costs and distract our management tfued employees. We may also become involved inutiéspwith others regarding the
ownership of intellectual property rights. For exdey we jointly develop intellectual property witkBrtain parties, and disagreements may
therefore arise as to the ownership of the intellelqroperty developed pursuant to these relatigss If we are unable to resolve these
disputes, we could lose valuable intellectual prypeghts.

Changes in patent law could diminish the value aitpnts in general, thereby impairing our ability farotect our existing and future
products.

Recent patent reform legislation could increaseautizertainties and costs surrounding the prosetufiour patent applications and the
enforcement or defense of our issued patents. Qre®ber 16, 2011, the Leahy-Smith America Invents(fe Leahy-Smith Act), was signed
into law. The Leahy-Smith Act includes a numbesighificant changes to U.S. patent law. These aelprovisions that affect the way patent
applications are prosecuted, redefine prior art; affect patent litigation, and switched the Unittdtes patent system from a “first-to-invent”
system to a “first-to-file” system. Under a “firgi-file” system, assuming the other requirementgpftentability are met, the first inventor to
file a patent application generally will be entitl® the patent on an invention regardless of wdredhother inventor had made the invention
earlier. The USPTO recently developed new regulateind procedures to govern administration of tehly- Smith Act, and many of the
substantive changes to patent law associated lgtheahy-Smith Act, in particular, the first-toefiprovisions, only became effective on
March 16, 2013. Accordingly, it is not clear whidany, impact the Leahy-Smith Act will have on thgeration of our business. The Leahy-
Smith Act and its implementation could increaseuheertainties and costs surrounding the prosetwotiour patent applications and the
enforcement or defense of our issued patentsf alhich could have a material adverse effect onbginess and financial condition.

In addition, patent reform legislation may pashia future that could lead to additional unceriamtaind increased costs surrounding the
prosecution, enforcement and defense of our patentapplications. Furthermore, the U.S. SupremeatG@mnd the U.S. Court of Appeals for
the Federal Circuit have made, and will likely doné to make, changes in how the patent laws obthieed States are interpreted. Similarly,
foreign courts have made, and will likely continraenake, changes in how the patent laws in thepaetive jurisdictions are interpreted. We
cannot predict future changes in the interpretadiopatent laws or changes to patent laws that tfiglenacted into law by United States and
foreign legislative bodies. Those changes may nadieaffect our patents or patent applications andability to obtain additional patent
protection in the future.

Obtaining and maintaining patent protection depends compliance with various procedural, documentsuission, fee payment and other
requirements imposed by governmental patent agesicéad our patent protection could be reduced amehated for non-compliance with
these requirements.

The USPTO and various foreign governmental patgebeies require compliance with a number of procaddocumentary, fee
payment, and other similar provisions during thieptapplication process. In addition, periodic memance fees on issued patents often mus
be paid to the USPTO and foreign patent agenciestbe lifetime of the patent. While an unintentiblapse can in many cases be cured by
payment of a late fee or by other means in accaelarnth the applicable rules, there are situationghich noncompliance can result in
abandonment or lapse of the patent or patent atiolic resulting in partial or complete loss ofgudtrights in the relevant jurisdiction. Non-
compliance events that could result in abandonmelapse of a patent or patent application incline are not limited to, failure to respond to
official actions within prescribed time limits, ngayment of fees and failure to properly legalind aubmit formal documents. If we fail to
maintain the patents and patent applications cogerur products or procedures, we may not be aldéop a competitor from marketing
products that are the same as or similar to our, @rch would have a material adverse effect onbuginess.

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

Filing, prosecuting and defending patents on oadpcts in all countries throughout the world wolidprohibitively expensive. The
requirements for patentability may differ in cemntabuntries, particularly developing countries, #melbreadth of patent claims allowed can be
inconsistent. In addition, the laws of some foretgnntries may not protect our intellectual propeights to the same extent as laws in the
United States. Consequently, we may not be abbeeteent third parties from practicing our invensan all countries outside the United Sta
Competitors may use our technologies in jurisdidizvhere we have not obtained patent protectialet@lop their own products and, further,
may export otherwise infringing products to temigs in which we have patent protection that matyh®osufficient to terminate infringing
activities.

We do not have patent rights in certain foreignntoas in which a market may exist. Moreover, irefgn jurisdictions where we do ha
patent rights, proceedings to enforce such rigbtddcresult in substantial costs and divert ouore$fand attention from other aspects of our
business, could put our patents at risk of beinglidated or interpreted narrowly, and our pateligations at risk of not issuing.
Additionally, such proceedings could provoke ttpatties to assert claims against us. We may negfiri@ any lawsuits that we initiate and
damages or other remedies awarded, if any, magaobmmercially meaningful. Thus, we may not be ablstop a competitor from market
and selling in foreign countries products thattheesame as or similar to our products, and oumpetitive position in the international market
would be harmed.
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If we fail to comply with our obligations under ouexisting intellectual property license with the Ma Foundation or under future licens
agreements, we could lose license rights that anpartant to our business.

We are currently a party to a license agreemestNthyo License), with the Mayo Foundation for MedliEducation and Research (the
Mayo Foundation). Our Mayo License imposes, anégwaect that future license agreements will impwaeipus diligence, royalty, insurance
and other obligations on us. For example, the Magense requires that we continue to use comméyaiehsonable efforts to commercialize
products incorporating the technology we license tarsatisfy other specified obligations, includihg payment of royalties on the sales of
such products. If we fail to comply with our obligms under the Mayo License or future license agrents, the counterparty to the license
may have the right to terminate such license. Waaldelieve a termination of the Mayo License widodve an adverse impact on our ability
to commercialize Senza due, in part, to our préprjepatent rights; however, if the Mayo Foundatiemminates the license, we may be subjec
to disputes with them that could be costly and tooasuming. Further, if any future licenses we emit® are terminated, we may need to
negotiate new or reinstated licenses with lessrible terms, and we could lose access to critigdinology related to our existing or future
products.

We may be subject to damages resulting from clathegt we or our employees have wrongfully used wdlibsed alleged trade secrets of our
competitors or are in breach of non-competition non-solicitation agreements with our competitors.

We could in the future be subject to claims thatoweur employees have inadvertently or otherwissdwr disclosed alleged trade
secrets or other proprietary information of forraerployers or competitors. In addition, six of oimenexecutive officers and key employees,
including our Chief Executive Officer, have workied our major competitors (or companies acquiredh@®se competitors), which include
Boston Scientific Corporation, Medtronic, Inc. add Jude Medical, Inc. Although we have procedurgdace that seek to prevent our
employees and consultants from using the inteliqitoperty, proprietary information, knomew or trade secrets of others in their work fq
we may in the future be subject to claims that gsed an employee to breach the terms of his ardrecompetition or non-solicitation
agreement, or that we or these individuals haagj\vartently or otherwise, used or disclosed tregalll trade secrets or other proprietary
information of a former employer or competitor.igétion may be necessary to defend against thaga|Even if we are successful in
defending against these claims, litigation couklitein substantial costs and could be a distradtiamanagement. If our defense to those
claims fails, in addition to paying monetary damgagecourt could prohibit us from using technolsgie features that are essential to our
products, if such technologies or features areddorincorporate or be derived from the trade ssaeother proprietary information of the
former employers. An inability to incorporate teologies or features that are important or essetttialr products would have a material
adverse effect on our business, and may prevenommsselling our products or from practicing ouppesses. In addition, we may lose valuabl
intellectual property rights or personnel. Moregwaty such litigation or the threat thereof mayeadely affect our ability to hire employees or
contract with independent sales representativégs@\of key personnel or their work product couddhniper or prevent our ability to
commercialize our products, which could have areesty effect on our business, results of operatiodsfinancial condition.

If our trademarks and trade names are not adequgtplotected, then we may not be able to build namgognition in our markets o
interest and our business may be adversely affected

Our registered or unregistered trademarks or tnadees may be challenged, infringed, circumventediagled generic or determined tc
infringing on other marks. We may not be able tot@ct our rights in these trademarks and trade samwigich we need in order to build name
recognition with potential partners or customersun markets of interest. In addition, third psstieve registered trademarks similar and
identical to our trademarks in foreign jurisdictsprand may in the future file for registration ath trademarks. If they succeed in registerin
developing common law rights in such trademarkd,iiwe were not successful in challenging suchdtiparty rights, we may not be able to
use these trademarks to market our products iretbesntries. In any case, if we are unable to Bskabame recognition based on our
trademarks and trade names, then we may not beébtenpete effectively and our business may bemdly affected.

If we are unable to protect the confidentiality olr trade secrets, our business and competitiveitpms may be harmed

In addition to patent and trademark protectionaee rely on trade secrets, including unpatentexvkhow, technology and other
proprietary information, to maintain our competiiposition. We seek to protect our trade secnefsait, by entering into non-disclosure and
confidentiality agreements with parties who haveeas to them, such as our consultants and veratopsy former or current employees. We
also enter into confidentiality and invention otgra assignment agreements with our employees @mlitants. Despite these efforts,
however, any of these parties may breach the agmnetsrand disclose our trade secrets and otheremtpdtor unregistered proprietary
information, and once disclosed, we are likelya®el trade secret protection. Monitoring unauthdrizees and disclosures of our intellectual
property is difficult, and we do not know whethke tsteps we have taken to protect our intellegitaderty will be effective. In addition, we
may not be able to obtain adequate remedies fosacly breaches. Enforcing a claim that a partgallly disclosed or misappropriated a trade
secret is difficult, expensive and tintensuming, and the outcome is unpredictable. litiadd some courts inside and outside the Unitedes
are less willing or unwilling to enforce trade setqorotection.

Further, our competitors may independently dev&lupwledge, methods and kndvew similar, equivalent, or superior to our protaig
technology. Competitors could purchase our prodaistsattempt to replicate some or all of the coitipetadvantages we derive from our
development efforts, willfully infringe our intekiéual property rights, design around our protetéetinology, or develop their own competit
technologies that fall outside of our intellectpabperty rights. In addition, our key employeesysudtants, suppliers or other individuals with
access to our proprietary technology and k-how may incorporate that technology and k-how into projects and inventions develog
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independently or with third parties. As a resulspdites may arise regarding the ownership of tbpnetary rights to such technology or know-
how, and any such dispute may not be resolvediifiear. If any of our trade secrets were to befldly obtained or independently developed
by a competitor, we would have no right to previéein, or those to whom they communicate it, froingishat technology or information to
compete with us and our competitive position cdaddadversely affected. If our intellectual propestyot adequately protected so as to protec
our market against competitors’ products and methodr competitive position could be adverselycatéd, as could our business.

Risks Related to our Financial and Operating Resu#t
We will be required to obtain additional funds it¢ future, and these funds may not be availableagteptable terms or at all.

Our operations have consumed substantial amourmzsbf since inception, and we anticipate our exggendl| increase as we build a
commercial sales force in the United States, ingatt the use of our HF10 therapy for the treatroéother chronic pain conditions, continue
to grow our business and transition to operating pablic company. In particular, we believe thatwill continue to expend substantial
resources for the foreseeable future on the comatieation of Senza in the United States, includsiades and marketing efforts and sales
representative training, seeking additional foreiggulatory approvals, the preparation and subomssi regulatory filings and the clinical
development of any other product candidates we chagse to pursue. These expenditures will includtscassociated with manufacturing
supply as well as marketing and selling Senzaerthited States and elsewhere, as well as any fithee products approved for sale, rese
and development, conducting preclinical studiesdimical trials and obtaining regulatory approvals

We believe that our growth will depend, in part,aur ability to fund our commercialization efforfgrticularly in the United States, and
our efforts to develop Senza and our HF10 therapyhe treatment of chronic pain and technology mlementary to our current products. Our
existing resources may not allow us to conduobfathe activities that we believe would be benefiéor our future growth. As a result, we nr
need to seek funds in the future. If we are untblaise funds on favorable terms, or at all, we mat be able to support our
commercialization efforts or increase our researut development activities and the growth of owifiess may be negatively impacted. As a
result, we may be unable to compete effectively.the year ended December 31, 2014, our net cashin®perating activities was
$31.1 million as compared to $21.1 million for trear ended December 31, 2013. For the three mentiesd March 31, 2015, our net cash
used in operating activities was $16.8 million aaslpf March 31, 2015, our working capital was $4fillion. Our cash requirements in the
future may be significantly different from our cent estimates and depend on many factors, including

» the costs of commercialization activities rethto commercializing Senza in the United Statesedsewhere, including product
sales, marketing, manufacturing and distribut

» the scope and timing of our investment in our d@nmercial infrastructure and sales force in cotioeavith commercialization
Senza in the United State

« the R&D activities we intend to undertake id@erto expand the chronic pain indications and pcbénhancements that we intend
to pursue

» the degree and rate of market acceptance of Seriha United States and elsewhe

» changes or fluctuations in our inventory supplydseand forecasts of our supply nee

» the costs of filing, prosecuting, defending andetifig any patent claims and other intellectuapprty rights;
» the amount and timing of any draws we make undecmdit facility;

e our need to implement additional infrastructure artdrnal systems

» our ability to hire additional personnel to suppauit operations as a public company;

» the emergence of competing technologies or othezrad market developmen

To finance these activities, we may seek fundsuthindborrowings or through additional rounds of ficiag, including private or public
equity or debt offerings and collaborative arrangata with corporate partners. We may be unableaise funds on favorable terms, or at all.

The sale of additional equity or convertible dedatigities could result in additional dilution toraiockholders. If we borrow additional
funds or issue debt securities, these securitielsldtave rights superior to holders of our commimels and could contain covenants that will
restrict our operations. We might have to obtamdithrough arrangements with collaborative pastoenthers that may require us to
relinquish rights to our technologies, product dgdates, or products that we otherwise would nahgelish. If we do not obtain additional
resources, our ability to capitalize on businegsoofunities will be limited, we may be unable torguete effectively and the growth of our
business will be harmed.
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Our operating results may vary significantly fronuqrter to quarter, which may negatively impact ostock price in the future.

Our quarterly revenue and results of operations flugyuate from quarter to quarter due to, amorgist, the following reasons:
» physician and payor acceptance of Senza and ou0 Hetapy:

« the timing, expense and results of our comnaéraition efforts in the United States and elsewhersearch and development
activities, clinical trials and regulatory appraosi

» fluctuations in our expenses associated with irsingaour inventory, expanding our commercial operet and operating as a pul
company;

» the introduction of new products and technologiesix competitors

» the productivity of our sales representati

» supplier, manufacturing or quality problems withr puoducts;

» the timing of stocking orders from our distributc

» changes in our pricing policies or in the pricirgigies of our competitors or suppliers; &

» changes in coverage amounts or government anc-party payor’ reimbursement policie:

Because of these and other factors, it is likeft th some future period our operating results mofl meet investor expectations or those
of public market analysts.

Any unanticipated change in revenues or operagsglts is likely to cause our stock price to flat&s New information may cause
investors and analysts to revalue our businesghwdould cause a decline in our stock price.

We are required to maintain high levels of inventgmwhich could consume a significant amount of otgsources, reduce our cash flows &
lead to inventory impairment charges.

As a result of the need to maintain substantialewef inventory, we are subject to the risk oféntory obsolescence and expiration,
which may lead to inventory impairment charges. @aducts consist of a substantial number of irttligl components. In order to market anc
sell Senza effectively, we often must maintain Heyrels of inventory. In particular, as we prepfmeour commercial launch of Senza in the
U.S., we intend to substantially increase our leedlinventory in order to meet our estimated desireamd, as a result, incur significant
expenditures associated with such increases imweantory. The manufacturing process requires kntgad times, during which components
of our products may become obsolete, and we mar oveinder-estimate the amount needed of a gieemponent, in which case we may
expend extra resources or be constrained in theianed end product that we can produce. As comptrelirect manufacturers, our
dependence on thimdarty manufacturers exposes us to greater lead fimeeeasing our risk of inventory obsolesce coratpaely. Furthermor
our products have a limited shelf life due to s$itmation requirements, and part or all of a giveaduct or component may expire and its value
would become impaired and we would be require@¢ord an impairment charge. For example, duringyéae ended December 31, 2014 and
2013, we recorded charges of $0.8 million and #iillon, respectively, and for the three monthseshilarch 31, 2015 we recorded charges
of $0.3 million, for the write down of excess arusolete inventory. If our estimates of requiredeimtory are too high, we may be exposed to
further inventory obsolesce risk. In the event thatibstantial portion of our inventory becomestiie or expires, or in the event we
experience a supply chain imbalance as describeeeali could have a material adverse effect oneaunings and cash flows due to the
resulting costs associated with the inventory impant charges and costs required to replace swentory.

The seasonality of our business creates varianceum quarterly revenue, which makes it difficult tcompare or forecast our financial
results.

Our revenue fluctuates on a seasonal basis, wiffiettsthe comparability of our results betweeriqas. For example, in certain years
we have historically experienced lower sales insilamer months and around the holidays, primatily th the buying patterns and implant
volumes of our distributors, hospitals and clinitkese seasonal variations are difficult to predéurately, may vary amongst different
markets, and at times may be entirely unpredictatihich introduce additional risk into our businesswe rely upon forecasts of customer
demand to build inventory in advance of anticipagelds. In addition, we believe our limited histaommercializing our products has, in part,
made our seasonal patterns more difficult to disomaking it more difficult to predict future seasb patterns.

We are subject to risks associated with currenaycfuations, and changes in foreign currency exchanates could impact our results of
operations.

All of our current business is located outsideWinited States and, as a result, we generate rexariugcur expenses denominated in
currencies other than the U.S. dollar, a majoritwbich is denominated in Euros and Australian Bl In 2014 and 2013, nearly all of our
total revenue was denominated in foreign currendiesa result, changes in the exchange rates betstesh foreign currencies and the U.S.
dollar could materially impact our reported resolt®perations and distort period to period congmrs. Fluctuations in foreign currency
exchange rates also impact the reporting of owgivables and payables in r-U.S. currencies. As a result of such foreign cunye



fluctuations, it could be more difficult to detemtderlying trends in our business and results efapns. In addition, to the extent that
fluctuations in currency exchange rates causeasults of operations to differ from our expectasian the expectations of our investors, the
trading price of our common stock could be advegraéfected.
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In the future, we may engage in exchange rate hgdgitivities in an effort to mitigate the impaétxchange rate fluctuations. If our
hedging activities are not effective, changes imency exchange rates may have a more significap&¢t on our results of operations.

Our ability to use our net operating losses and teredits to offset future taxable income and taxasy be subject to certain limitations.

In general, under Section 382 of the U.S. InteRmlenue Code of 1986, as amended (the Code), aratigm that undergoes an
“ownership change” is subject to limitations onatslity to utilize its pre-change net operatingddNOL), carryforwards and other tax
attributes, such as research and development ¢diteto offset future taxable income and taxes.

We may in the future experience one or more Se@&gh“ownership changes.” If so, or if we do nohgete sufficient taxable income,
we may not be able to utilize a material portiomof NOLs and tax credits, even if we achieve pability. If we are limited in our ability to
use our NOLs and tax credits in future years inclvhie have taxable income, we will pay more takes if we were able to fully utilize our
NOLs and tax credits. This could materially andexdely affect our results of operations. As of Deber 31, 2014, we had federal and s
NOLs of $108.2 million and $31.7 million, respeetiy, available to offset future taxable income, tlugrior period losses, which if not utiliz
will begin to expire in 2026 and 2016 for federatiastate purposes, respectively.

Risks Related to Regulation of our Industry

Senza is subject to extensive governmental regalatand our failure to comply with applicable regqeiments could cause our business
suffer.

The medical device industry is regulated extengibgl governmental authorities, principally the FRAd corresponding state and fore
regulatory agencies and authorities, such as thiegislative bodies and the EEA Member State Coergeiuthorities. The FDA and other
U.S., EEA and foreign governmental agencies anllagities regulate and oversee, among other thinis,respect to medical devices:

» design, development and manufacturi

e testing, labeling, content and language of instonstfor use and storag
+ clinical trials;

» product safety

* marketing, sales and distributic

» pre-market regulatory clearance and appro

» conformity assessment procedut

e recorc-keeping procedure

» advertising and promotiol

» recalls and other field safety corrective actic

» post-market surveillance, including reportifgleaths or serious injuries and malfunctions tiidhey were to recur, could lead to
death or serious injun

e pos-market studies; ar
e product import and expot
The laws and regulations to which we are subjeztamplex and have tended to become more strirgyenttime. Legislative or

regulatory changes could result in restriction®onability to carry on or expand our operatiorighkr than anticipated costs or lower than
anticipated sales.

Our failure to comply with U.S. federal and staggulations or EEA or other foreign regulations &alile in the countries where we
operate could lead to the issuance of warningrietieuntitled letters, the imposition of injunet suspensions or loss of regulatory clearanc
or approvals, product recalls, termination of disttion, product seizures or civil penalties. e thost extreme cases, criminal sanctions or
closure of our manufacturing facilities are possitil any of these risks materialize, our busingssld be adversely affected.
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Our business is subject to extensive governmenggjuiation that could make it more expensive and ¢imonsuming for us to bring Senza to
market in the United States and introduce new orgroved products.

Our products must comply with regulatory requireisémposed by the FDA in the United States andlamaigencies in foreign
jurisdictions. These requirements involve lengthd detailed laboratory and clinical testing proaedusampling activities, extensive age
review processes, and other costly and time-conmsyigiiocedures. It often takes several years tefgdtiese requirements, depending on the
complexity and novelty of the product. We also subject to numerous additional licensing and reguyarequirements relating to safe
working conditions, manufacturing practices, envirental protection, fire hazard control, and digpha$ hazardous or potentially hazardous
substances. Some of the most important requirementaust comply with include:

» the Federal Food, Drug, and Cosmetic Act and thA’'s implementing regulations (Title 21 CFi
e European Union CE mark requiremet

* Medical Device Quality Management System Requirdm@80 13485:2003

* Occupational Safety and Health Administration regmients; an

» California Department of Health Services requiretas

Government regulation may impede our ability todwet clinical studies and to manufacture and sgllexisting and future products.
Government regulation also could delay our marketihnew products for a considerable period of tand impose costly procedures on our
activities. Foreign regulatory agencies may notrap@ Senza and any of our future products on alyilvesis, if at all. Any delay in obtaining,
or failure to obtain, such approvals could negdfiu@pact our marketing of any future products aaduce our product revenues.

Our products remain subject to strict regulatomtoms on manufacturing, marketing and use. We brajforced to modify or recall a
product after release in response to regulatoiigract unanticipated difficulties encountered imgeal use. Any such action could have a
material effect on the reputation of our producetd an our business and financial position.

Further, regulations may change, and any additiggailation could limit or restrict our ability tese any of our technologies, which
could harm our business. We could also be suljewttv international, federal, state or local retiofes that could affect our research and
development programs and harm our business in esden ways. If this happens, we may have to ingnifigant costs to comply with such
laws and regulations, which will harm our resuft®perations.

In September 2012, the European Commission puldlipheposals for the revision of the EU regulatogniework for medical devices.
The proposal would replace the Medical Devices @ive and the Active Implantable Medical Devicesdative with a new regulation (the
Medical Devices Regulation). Unlike the Directithat must be implemented into national laws, thguRaion would be directly applicable in
all EEA Member States and so is intended to elitaicarrent national differences in regulation oftical devices.

In October 2013, the European Parliament approymatkage of reforms to the European Commissiorspgsals. Under the revised
proposals, only designated “special notified batesuld be entitled to conduct conformity assesstaef high-risk devices, such as active
implantable devices. These special notified bodiisneed to notify the European Commission whegytheceive an application for a
conformity assessment for a new high-risk devidee European Commission will then forward the nagifion and the accompanying
documents on the device to the Medical Devices dination Group (MDCG), (a new, yet to be createmtjyochaired by the European
Commission, and representatives of Member Stabegrf opinion. These new procedures may resultand-assessment of our existing
medical devices, or a longer or more burdensonmesassent of our new products.

If adopted, the Medical Devices Regulation is expédo enter into force in 2015 and become applictiree years thereafter. In its current
form it would, among other things, also impose #@iddal reporting requirements on manufacturersigii lisk medical devices, impose an
obligation on manufacturers to appoint a “qualiffEtson” responsible for regulatory compliance, pravide for more strict clinical evidence
requirements. While we believe that the Medical iDeRegulation, if adopted in its current form, Wblikely require reassessment of Senza,
the actual impact on Senza remains uncertain uakegsintil the adoption of a final Medical Devicedrilation.

Senza is subject to extensive governmental regalain foreign jurisdictions, such as Europe, and otailure to comply with applicable
requirements could cause our business to suffer.



In the EEA, Senza must comply with the EssentiaiRements laid down in Annex | to the EU Activediantable Medical Devices
Directive. Compliance with these requirements [gexequisite to be able to affix the CE mark toZenvithout which they cannot be marke
or sold in the EEA. To demonstrate compliance whthEssential Requirements and obtain the righffie the CE Mark to Senza, we must
undergo a conformity assessment procedure, whighsraccording to the type of medical device asdliassification. Except for low risk
medical devices (Class | with no measuring functiad which are not sterile), where the manufacteaerissue an EC Declaration of
Conformity based on a self-assessment of the canilfpiof its products with the Essential Requirenseatconformity assessment procedure
requires the intervention of a Notified Body, whishan organization designated by a competent &tithaf an EEA country to conduct
conformity assessments. Depending on the relevarioomity assessment procedure, the Notified Boduldr audit and examine the Techni
File and the quality system for the manufactursjgieand final inspection of our devices. The NetifBody issues a CE Certificate of
Conformity following successful completion of a éormity assessment procedure conducted in relatiadhe medical device and its
manufacturer and their conformity with the EssdiRiequirements. This Certificate entitles the mawtdrer to affix the CE mark to its medi
devices after having prepared and signed a reE@BDeclaration of Conformity.

43



Table of Contents

As a general rule, demonstration of conformity @dical devices and their manufacturers with theeftssl Requirements must be bas
among other things, on the evaluation of clinicatibdsupporting the safety and performance of thdymts during normal conditions of use.
Specifically, a manufacturer must demonstrate tthatlevice achieves its intended performance durimgnal conditions of use and that the
known and foreseeable risks, and any adverse ewetsinimized and acceptable when weighed agtiadtenefits of its intended
performance, and that any claims made about tHerpgaince and safety of the device (e.g., produmliag and instructions for use) are
supported by suitable evidence. This assessmeritbauzmsed on clinical data, which can be obtafrard (1) clinical studies conducted on
devices being assessed, (2) scientific literatom fsimilar devices whose equivalence with the sss device can be demonstrated or (3) bof
clinical studies and scientific literature. Wittspect to active implantable medical devices or £ldglevices, the manufacturer must conduct
clinical studies to obtain the required clinicatajainless reliance on existing clinical data frequivalent devices can be justified. The conduc
of clinical studies in the EEA is governed by detdiregulatory obligations. These may include #guirement of prior authorization by the
competent authorities of the country in which thelg takes place and the requirement to obtainsétipe opinion from a competent Ethics
Committee. This process can be expensive and tamstrning.

In order to continue to sell Senza in Europe, wetmaintain our CE Mark and continue to comply vagiitain EU Directives. Our failure to
continue to comply with applicable foreign regulgtoequirements, including those administered kiyaities of the EEA countries, could
result in enforcement actions against us, includafgsal, suspension or withdrawal of our CE Ciedifs of Conformity by our Notified Body
(the British Standards Institution (BSI)), whichutt impair our ability to market products in the A the future.

The misuse or off-label use of our product may hawuar image in the marketplace, result in injuriebat lead to product liability suits,
which could be costly to our business, or resultdastly investigations and sanctions from the FDAdother regulatory bodies if we are
deemed to have engaged in off-label promotion.

Senza has been approved for marketing in the USitates, CE Marked in the EEA and approved by tBA in Australia for specific
treatments and anatomies. We may only promote okahthe Senza SCS system for its specifically eyga indications as described on the
approved label. We train our marketing and salesefagainst promoting our products for uses outsidke approved indications for use,
known as “off-label uses.” We cannot, however, prava physician from using our product off-labelhen in the physician’s independent
professional medical judgment he or she deems agpte. There may be increased risk of injury toquas if physicians attempt to use our
product off-label. Furthermore, the use of our piddor indications other than those approved leyapplicable regulatory body may not
effectively treat such conditions, which could havor reputation in the marketplace among physicéarspatients.

Physicians may also misuse our product or use ipgyrechniques if they are not adequately traipetentially leading to injury and an
increased risk of product liability. If our produstmisused or used with improper technique, we begome subject to costly litigation by our
customers or their patients. Product liability alaicould divert management’s attention from ouedmrsiness, be expensive to defend, and
result in sizable damage awards against us thatnoilye covered by insurance. In addition, if tlBAFdetermines that our promotional
materials or training constitute promotion of aftlabel use, it could request that we modify oairing or promotional materials or subject us
to regulatory or enforcement actions, includingigseiance of an untitled letter, a warning lefigunction, seizure, civil fine or criminal
penalties. It is also possible that other fedestate or foreign enforcement authorities might ta&kon if they consider our business activitie
constitute promotion of an off-label use, which ldoeesult in significant penalties, including, gt limited to, criminal, civil and/or
administrative penalties, damages, fines, disgoeggnexclusion from participation in governmentlttezare programs, and the curtailment of
our operations. Any of these events could signifiggharm our business and results of operationscamnise our stock price to decline.

Further, the advertising and promotion of our piidus subject to EEA Member States laws implemegnilirective 93/42/EEC
concerning Medical Devices (the EU Medical Devibasctive), Directive 2006/114/EC concerning mislieey and comparative advertising,
and Directive 2005/29/EC on unfair commercial pis, as well as other EEA Member State legislagioverning the advertising and
promotion of medical devices. EEA Member Statediegiion may also restrict or impose limitationsaur ability to advertise our products
directly to the general public. In addition, volant EU and national Codes of Conduct provide guiéslon the advertising and promotion of
our products to the general public and may impwsidtions on our promotional activities with héwlare professionals.

Senza may in the future be subject to notificatiomscalls, or voluntary market withdrawals that ctsliharm our reputation, business ar
financial results.

The FDA, EEA Competent Authorities and samforeign governmental authorities have the atityr¢o require the recall of
commercialized products in the event of materidiictEncies or defects in design or manufacture tloatld affect patient safety. In the case of
the FDA, the authority to require a recall musblsed on an FDA finding that there is a reasoratalability that the device would cause
serious adverse health consequences or death. ddnrdgrs may, under their own initiative, condupt@duct notification or recall to inform
physicians of changes to instructions for use (IFW)f a deficiency in a device is found or sudpdc A government-mandated recall or
voluntary recall by us or one of our distributooauttl occur as a result of component failures, mactufing errors, design or labeling defects o
other issues. Recalls, which include certain rasifons and corrections as well as removals, oz&enuld divert managerial and financial
resources and could have an adverse effect orirancial condition, harm our reputation with cuséss) and reduce our ability to achieve
expected revenue.
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In addition, the manufacturing of our productstibject to extensive postarket regulation by the FDA and foreign regulatauyhorities
and any failure by us or our contract manufactuoersuppliers to comply with regulatory requirengecbuld result in recalls, facility closures,
and other penalties. We and our suppliers and @citnanufacturers are subject to the FDA’s Quditgtem Regulation (QSR), and
comparable foreign regulations which govern thehwmés used in, and the facilities and controls degdhe design, manufacture, quality
assurance, labeling, packaging, sterilization,agfer shipping, and servicing of medical devicegsEhregulations are enforced through peri
inspections of manufacturing facilities. Any maratfaing issues at our or our suppliers’ or contraahufacturers’ facilities, including failure
to comply with regulatory requirements, may resulivarning or untitled letters, manufacturing regtons, voluntary or mandatory recalls or
corrections, fines, withdrawals of regulatory cheares or approvals, product seizures, injunctionthe imposition of civil or criminal
penalties, which would adversely affect our businesults and prospects.

We are required to report certain malfunctions, dea, and serious injuries associated with our praxs, which can result in voluntary
corrective actions or agency enforcement actions.

Under the FDA medical device reporting (MDR), reggidns, medical device manufacturers are requeaibmit information to the FC
when they receive a report or become aware thava&el has or may have caused or contributed t@thae serious injury or has or may ha
malfunction that would likely cause or contribubedeath or serious injury if the malfunction wesedcur. All manufacturers placing medical
devices on the market in the EEA are legally bowenekport incidents involving devices they prodocesell to the regulatory agency, or
competent authority, in whose jurisdiction the denit occurred. Under the EU Medical Devices Dikec{Directive 93/42/EEC), an incident is
defined as any malfunction or deterioration in¢haracteristics and/or performance of a deviceyadsas any inadequacy in the labeling or the
instructions for use which, directly or indirectipjght lead to or might have led to the death pagient, or user or of other persons or to a
serious deterioration in their state of health.

Malfunction of our products could result in futweluntary corrective actions, such as recalls,uditlg corrections, or customer
notifications, or agency action, such as inspeatioenforcement actions. If malfunctions do ocewe,may be unable to correct the
malfunctions adequately or prevent further malfiomg, in which case we may need to cease manuéaand distribution of the affected
products, initiate voluntary recalls, and redeshlgmproducts. Regulatory authorities may also tak®ns against us, such as ordering recalls,
imposing fines, or seizing the affected productsy Aorrective action, whether voluntary or involamyt, will require the dedication of our time
and capital, distract management from operatingoosiness, and may harm our reputation and finaresalts.

A recall of our products, either voluntarily or ahe direction of the FDA, an EEA Competent Authoyibr another governmental authority
or the discovery of serious safety issues with prwducts, could have a significant adverse impaatus.

The FDA and similar foreign governmental authositieich as the Competent Authorities of the EEA tra@sihave the authority to
require the recall of commercialized products & évent of material deficiencies or defects inglesir manufacture or in the event that a
product poses an unacceptable risk to health. Matwfers may, under their own initiative, recgliraduct if any material deficiency in a
device is found. A government-mandated or voluntanall by us or one of our distributors could acas a result of an unacceptable risk to
health, component failures, manufacturing erroesjgh or labeling defects or other deficienciesigades. Recalls of any of our products
would divert managerial and financial resourcesfaanke an adverse effect on our reputation, restibperations and financial condition,
which could impair our ability to produce our pratkiin a cost-effective and timely manner in ordemeet our customers’ demands. We may
also be required to bear other costs or take eitigns that may have a negative impact on ourdwgales and our ability to generate profits.

We may be subject to federal, state and foreignlttezare laws and regulations, and a finding of faite to comply with such laws and
regulations could have a material adverse effectaur business.

Although we do not provide healthcare servicespstiblaims for thirdparty reimbursement, or receive payments directijnfMedicare
Medicaid or other third-party payors for our prothjave are subject to healthcare fraud and abgggation and enforcement by federal, state
and foreign governments, which could significarmthpact our business. In the United States, the thassmay affect our ability to operate
include, but are not limited to:

» the federal Anti-Kickback Statute, which proksbamong other things, persons and entities koowingly and willfully soliciting,
receiving, offering, or paying remuneration, ditedr indirectly, in cash or in kind, in exchang® br to induce either the referral
an individual for, or the purchase, lease, ordeeoommendation of, any good, facility, item onges for which payment may be
made, in whole or in part, under federal healthgaograms such as Medicare and Medicaid. A persemtity does not need to
have actual knowledge of this statute or spedilfierit to violate it

» federal civil and criminal false claims lawsdazivil monetary penalty laws, including civil whisblower or qui tam actions, that
prohibit, among other things, knowingly presentiogcausing to be presented, claims for paymeapproval to the federal
government that are false or fraudulent, knowinghking a false statement material to an obligattopay or transmit money or
property to the federal government or knowingly aeading or knowingly and improperly avoiding or desing an obligation to
pay or transmit money or property to the federalegoment;

» the federal Health Insurance Portability and¢@mtability Act of 1996 (HIPAA), which created ferdl criminal laws that prohibit
executing a scheme to defraud any healthcare bhgmefiram or making false statements relating tdtheare matters. A person or
entity does not need to have actual knowledgeesdlstatutes or specific intent to violate th
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» HIPAA, as amended by the Health InformationAremogy for Economic and Clinical Health Act of ZOHITECH), and their
respective implementing regulations, which impasguirements on certain covered healthcare provitierdth plans and healthc
clearinghouses as well as their business assotiateperform services for them that involve indivally identifiable health
information, relating to the privacy, security anahsmission of individually identifiable healthfanmation without appropriate
authorization, including mandatory contractual teas well as directly applicable privacy and segwtandards and requiremer

» the federal physician sunshine requirement®utite Patient Protection and Affordable Care Astamended by the Health Care
and Education Reconciliation Act (collectively, th€A), which require certain manufacturers of drudsvices, biologics, and
medical supplies to report annually to the U.S. &&pent of Health and Human Services informatidateel to payments and other
transfers of value to physicians (defined to inelg@ctors, dentists, optometrists, podiatrists@mbpractors) and teaching
hospitals, and ownership and investment interests iy physicians and their immediate family mersb&he period between
August 1, 2013 and December 31, 2013 was therégirting period, and manufacturers were requina@port aggregate payment
data by March 31, 2014, and to report detailed maytrdata and submit legal attestation to the acguhsuch data by June 30,
2014. Thereafter, manufacturers must submit refoyrthie 90th day of each subsequent calendar

» state and foreign law equivalents of each efahove federal laws, such as state anti-kickbadKalse claims laws that may apply
to items or services reimbursed by any third-ppayor, including commercial insurers; state laveg tequire device companies to
comply with the industry’s voluntary compliance dgiines and the relevant compliance guidance progated! by the federal
government, or otherwise restrict payments that beagnade to healthcare providers and other poteefexral sources; state laws
that require device manufacturers to report infdiomarelated to payments and other transfers afevéd physicians and other
healthcare providers or marketing expenditures;saat and foreign laws governing the privacy aaligty of health information
in certain circumstances, many of which differ freach other in significant ways and often are meempted by HIPAA

The scope and enforcement of each of these lawscisrtain and subject to rapid change in the cueevironment of healthcare reform,
especially in light of the lack of applicable prdeat and regulations. Federal and state enforcebuglies have recently increased their scrt
of interactions between healthcare companies aalthoare providers, which has led to a number eéstigations, prosecutions, convictions
and settlements in the healthcare industry. Redpgrid investigations can be time-and resourcewwmsg and can divert management’s
attention from the business. Additionally, as ailtesf these investigations, healthcare provideid entities may have to agree to additional
onerous compliance and reporting requirements dopa consent decree or corporate integrity agesd. Any such investigation or
settlement could increase our costs or otherwise ba adverse effect on our business

If our operations are found to be in violation afyaf the laws described above or any other goveniai regulations that apply to us r
or in the future, we may be subject to penaltiesiuiding civil and criminal penalties, damagesefindisgorgement, exclusion from
governmental health care programs, and the curtaiiror restructuring of our operations, any of vatgould adversely affect our ability to
operate our business and our financial results.

Healthcare legislative reform measures may have atemial adverse effect on u

In March 2010, the ACA was signed into law, whiobludes, among other things, a deductible 2.3%sexXeix on any entity that
manufactures or imports medical devices offeredséde in the United States, with limited exceptj@ftective January 1, 2013. This excise ta
is resulting in a significant increase in the taxden on our industry, and if any efforts we unalegtto offset the excise tax are unsuccessful a
we begin to sell the product in the United Staties,increased tax burden could have an adverset effieour results of operations and cash
flows. Other elements of the PPACA, including conapiae effectiveness research, an independent patyadgwisory board and payment
system reforms, including shared savings pilots@thdr provisions, may significantly affect the pagnt for, and the availability of, healthcare
services and result in fundamental changes to étealthcare reimbursement programs, any of wimiais materially affect numerous aspects
of our business.

In addition, other legislative changes have beep@sed and adopted in the United States since @#ewas enacted. On August 2, 20
the Budget Control Act of 2011 among other thirgeated measures for spending reductions by Cosighedoint Select Committee on Defi
Reduction, tasked with recommending a targetedideéduction of at least $1.2 trillion for the ye@013 through 2021, was unable to reach
required goals, thereby triggering the legislatioattomatic reduction to several government progrdrhis includes aggregate reductions of
Medicare payments to providers up to 2% per figeak, which went into effect on April 1, 2013, amill remain in effect through 2024 unless
additional Congressional action is taken. On JanBaP013, the American Taxpayer Relief Act of 2@t ATRA), was signed into law
which, among other things, further reduced Medigaygments to certain providers, including hospitals

We expect that additional state and federal healthreform measures will be adopted in the futang, of which could limit the amounts
that federal and state governments will pay foltheare products and services, which could resuleduced demand for our product
candidates or additional pricing pressures.
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Our future success depends on our ability to depeleceive regulatory clearance or approval for,chmtroduce new products or product
enhancements that will be accepted by the marked itimely manner.

It is important to our business that we build aefiipe of product offerings for treatment of chropain. As such, our success will depend
in part on our ability to develop and introduce rawducts. However, we may not be able to succlgsfevelop and obtain regulatory
clearance or approval for product enhancementsewrproducts, or these products may not be accéptptiysicians or the payors who
financially support many of the procedures perfatméth our products.

The success of any new product offering or enhapoéiho an existing product will depend on a nundfdactors, including our ability
to:
« identify and anticipate physician and patient nqgedgperly;
» develop and introduce new products or product ecdraents in a timely manne
» avoid infringing upon the intellectual propertyhtg of third parties
» demonstrate, if required, the safety and efficaayeav products with data from preclinical and alii studies
» obtain the necessary regulatory clearances or agisréor new products or product enhanceme
« comply fully with FDA and foreign regulations on rkating of new devices or modified produc
» provide adequate training to potential users ofyaducts; an
* receive adequate coverage and reimbursement foeguoes performed with our produc
If we do not develop new products or product enbarents in time to meet market demand or if thenesisfficient demand for these

products or enhancements, or if our competitoreéhtce new products with functionalities that arpesior to ours, our results of operations
will suffer.

Risks Related to Our Common Stock

We incur significantly increased costs and devoubstantial management time as a result of operatiaga public company.

As a public company, we incur significant legalc@aenting and other expenses that we did not insuar private company. For example,
we are subject to the reporting requirements obeurities Exchange Act of 1934, as amended Exichange Act), and are required to
comply with the applicable requirements of the 8ads-Oxley Act of 2002 (the Sarbanes-Oxley Act)l, hre Dodd-Frank Wall Street Reform
and Consumer Protection Act, as well as rules agdlations subsequently implemented by the SEGh#lew York Stock Exchange,
including the establishment and maintenance otttffe disclosure and financial controls and charnge®rporate governance practices. We
expect that compliance with these requirementsimgiiease our legal and financial compliance castbwill make some activities more time
consuming and costly.

In addition, we expect that our management andr gteesonnel will need to divert attention from agt@mnal and other business mattei
devote substantial time to these public companyirements. In particular, we expect to incur sigmaifit expenses and devote substantial
management effort toward ensuring compliance vighrequirements of Section 404 of the SarbanesyOddg which will increase when we
are no longer an emerging growth company, as difiyethe JOBS Act. We will need to hire additioaatounting and financial staff with
appropriate public company experience and techaimadunting knowledge and may need to establishtamal audit function. We cannot
predict or estimate the amount of additional cegtsmay incur as a result of becoming a public camgpa the timing of such costs. Additional
compensation costs and any future equity awardsngilease our compensation expense, which woualease our general and administrative
expense and could adversely affect our profitabili¥e also expect that operating as a public compalh make it more difficult and expensi
for us to obtain director and officer liability imsance on reasonable terms. As a result, it mapdre difficult for us to attract and retain
qualified people to serve on our board of diregtots board committees or as executive officers

Our stock price may be volatile and our stockholdenay not be able to resell shares of our commartktat or above the price they paid.

The trading price of our common stock could be lyigiolatile and could be subject to wide fluctuatan response to various factors,
some of which are beyond our control. These fadtaiside those discussed in this “Risk Factorstiseoof this document and others such as:

» delays in the commercialization of Senza or anyriiproduct candidate
* announcements of new products by us or our conopgt
» achievement of expected product sales and prdfttgk

« manufacture, supply or distribution shortag
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» adverse actions taken by regulatory agencidsnespect to our clinical trials, manufacturingsly chain or sales and marketing
activities;

* our operating result:

» results from, or any delays in, clinical trial prams relating to our product candidal

» changes or developments in laws or regulationsegige to our product:

e any adverse changes in our relationship with angufeeturers or supplier

» the success of our efforts to acquire or develajitiadhal products

* any intellectual property infringement actions ihigh we may become involve

e announcements concerning our competitors or theaaledievice industry in gener:

» actual or anticipated fluctuations in our operatiegults;

» FDA or other U.S. or foreign regulatory actionseaffng us or our industry or other healthcare mefareasures in the United Stat
» changes in financial estimates or recommendatigrseburities analyst:

» trading volume of our common stoc

» sales of our common stock by us, our executiveeffi and directors or our stockholders in the &t

» general economic and market conditions and ovualiuations in the United States equity markets

» the loss of any of our key scientific or managengparsonnel

In addition, the stock markets in general, andntiagkets for medical device stocks in particulakehaxperienced volatility that may he
been unrelated to the operating performance osther. These broad market fluctuations may adleastect the trading price or liquidity of
our common stock. In the past, when the markeemfa stock has been volatile, holders of thatistmve sometimes instituted securities ¢
action litigation against the issuer. If any of stwckholders were to bring such a lawsuit agaiestve could incur substantial costs defending
the lawsuit and the attention of our managementavbe diverted from the operation of our businegsich could seriously harm our financial
position. Any adverse determination in litigatioouéd also subject us to significant liabilities.

If securities or industry analysts issue an adversemisleading opinion regarding our stock, our stk price and trading volume coul
decline.

The trading market for our common stock is influeth@y the research and reports that industry arrgiexs analysts publish about us or
our business. If any of the analysts who covesssas an adverse or misleading opinion regardingursusiness model, our intellectual
property or our stock performance, or if our claitrials and operating results fail to meet thpestations of analysts, our stock price would
likely decline. If one or more of these analystasgcoverage of us or fail to publish reports oregsilarly, we could lose visibility in the
financial markets, which in turn could cause oocktprice or trading volume to decline.

We are an “emerging growth company” and as a resoftthe reduced disclosure and governance requireseapplicable to emerging
growth companies, our common stock may be lessaattve to investors

We are an “emerging growth company,” as definethénJOBS Act, and we intend to take advantage rtdiceexemptions from various
reporting requirements that are applicable to opldlic companies that are not emerging growth aomgs including, but not limited to, not
being required to comply with the auditor attestatiequirements of Section 404, reduced discloshligations regarding executive
compensation in our periodic reports and proxyest&nts and exemptions from the requirements ofitpka nonbinding advisory vote on
executive compensation and stockholder approvahgfgolden parachute payments not previously agkdWe cannot predict if investors
will find our common stock less attractive becawsewill rely on these exemptions. If some invesford our common stock less attractive i
result, there may be a less active trading madkeddir common stock and our stock price may be molaile. We may take advantage of
these reporting exemptions until we are no longegraerging growth company. We will remain an enmaggjrowth company until the earlier
of (1) the last day of the fiscal year (a) follogithe fifth anniversary of the completion of ouQfh November 2014, (b) in which we have
total annual gross revenue of at least $1.0 billasr(c) in which we are deemed to be a large acatdd filer, which means the market value of
our common stock that is held by non-affiliateseeds $700 million as of the prior June 30th, andh@ date on which we have issued more
than $1.0 billion in non-convertible debt during thrior three-year period.
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If we are unable to implement and maintain effeatiinternal control over financial reporting in théuture, investors may lose confidence
the accuracy and completeness of our financial refsoand the market price of our common stock colld adversely affected.

As a public company, we are required to maintaierimal control over financial reporting and to regmy material weaknesses in such
internal control. Section 404 of the Sarbanes-ORleyrequires that we evaluate and determine tfec#feness of our internal control over
financial reporting and, beginning with our secamhual report following our IPO, which will be four fiscal year ending December 31, 2(
provide a management report on internal controt émancial reporting. The Sarbanes-Oxley Act alsguires that our internal control over
financial reporting be attested to by our indep@ndegistered public accounting firm, to the extertare no longer an “emerging growth
company,”as defined by the JOBS Act. We do not expect telmav independent registered public accounting &ttast to our internal contr
over financial reporting for so long as we are exerying growth company.

If we have a material weakness in our internal mdmver financial reporting, we may not detecbesron a timely basis and our financ
statements may be materially misstated. We ateeiptocess of designing and implementing the iaterontrol over financial reporting
required to comply with this obligation, which pess will be time consuming, costly and complicatedie identify material weaknesses in
our internal control over financial reporting, ievare unable to comply with the requirements otiBe@04 in a timely manner, if we are
unable to assert that our internal control oveairdicial reporting are effective, or, when requinedhie future, if our independent registered
public accounting firm is unable to express an igpiras to the effectiveness of our internal contradr financial reporting, investors may lose
confidence in the accuracy and completeness dfimamcial reports and the market price of our comratock could be adversely affected, anc
we could become subject to investigations by theksexchange on which our securities are listeel SBEC, or other regulatory authorities,
which could require additional financial and maragat resources.

If we sell shares of our common stock in future fincings, stockholders may experience immediate titiiu and, as a result, our stock pric
may decline.

We may from time to time issue additional sharesashmon stock at a discount from the current trgqqtirice of our common stock. As a
result, our stockholders would experience immedidteion upon the purchase of any shares of ourroon stock sold at such discount. In
addition, as opportunities present themselves, ag enter into financing or similar arrangementthim future, including the issuance of debt
securities, preferred stock or common stock. lfisgee common stock or securities convertible imimmon stock, our common stockholders
would experience additional dilution and, as altesur stock price may decline.

Sales of a substantial number of shares of our coomrstock in the public market could cause our stquiice to fall.

If our existing stockholders sell, or indicate atention to sell, substantial amounts of our comstock in the public market after the
lock-up and other legal restrictions on resaleanrection with our IPO lapse, the trading priceaf common stock could decline. As of
March 31, 2015, we had outstanding a total of axiprately 24.9 million shares of common stock. Gfgh shares, the 8,050,000 shares of ou
common stock sold in the IPO are freely tradabiéhout restriction (except as otherwise applicakle}he public market.

In addition, the lock-up agreements pertaininguol®O expired on May 4, 2015, following which apximately 16.8 million additional
shares of common stock became eligible for satkarpublic market, approximately 9.6 million of whishares were held by current directors
executive officers and other affiliates and maysbbject to Rule 144 under the Securities Act.

Furthermore, as of March 31, 2015, approximatelyngillion shares of common stock that are eithéjextt to outstanding options or
reserved for future issuance under our equity iticemplans will become eligible for sale in the palmarket to the extent permitted by the
provisions of various vesting schedules, and Rdkednd Rule 701 under the Securities Act. If treditional shares of common stock are
sold, or if it is perceived that they will be soid,the public market, the trading price of our e¢nan stock could decline.

The holders of up to approximately 16.5 million gsaof our outstanding common stock as of Marct2815 will be entitled to rights
with respect to the registration of their sharedaurthe Securities Act, subject to vesting schedatel to the lock-up agreements described
above. Registration of these shares under the fHiesukct would result in the shares becoming fydeddable without restriction under the
Securities Act, except for shares purchased bijedés. Any sales of securities by these stockhsldeuld have a material adverse effect or
trading price of our common stoc



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

As of March 31, 2015, our executive officers, diogs, holders of 5% or more of our capital stocH their respective affiliates held
approximately 61% of our outstanding voting stothkese stockholders will have the ability to inflaerus through this ownership position,
may be able to determine all matters requiringldtotder approval. For example, these stockholderg Ioe able to control elections of
directors, amendments of our organizational docusyem approval of any merger, sale of assetstt@mranajor corporate transaction. This r
prevent or discourage unsolicited acquisition pegp®or offers for our common stock that our stotlers may feel are in their best interest.
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Provisions in our charter documents and under Delare law could discourage a takeover that stockhefdmay consider favorable and m
lead to entrenchment of management.

Our amended and restated certificate of incorpmmaand amended and restated bylaws contain progisiat could significantly reduce
the value of our shares to a potential acquiretetaly or prevent changes in control or changesiim@management without the consent of our
board of directors. The provisions in our char@euiments include the following:

» aclassified board of directors with thngear staggered terms, which may delay the abifistackholders to change the member
of a majority of our board of director

* no cumulative voting in the election of directasich limits the ability of minority stockholders tlect director candidate

» the exclusive right of our board of directasselect a director to fill a vacancy created byekpansion of the board of directors or
the resignation, death or removal of a directoriclviprevents stockholders from being able to fitancies on our board of
directors;

» the required approval of at least 66 2/3% efghares entitled to vote to remove a directocémse, and the prohibition on removal
of directors without caus

» the ability of our board of directors to autizerthe issuance of shares of preferred stock@deétermine the price and other terms
of those shares, including preferences and votgigs, without stockholder approval, which couldused to significantly dilute tF
ownership of a hostile acquirc

» the ability of our board of directors to alter diylaws without obtaining stockholder appro

» the required approval of at least 66 2/3% of therah entitled to vote at an election of directoradopt, amend or repeal our byle
or repeal the provisions of our amended and restdificate of incorporation regarding the elentand removal of director

« a prohibition on stockholder action by writteonsent, which forces stockholder action to bertaktean annual or special meeting of
our stockholders

« the requirement that a special meeting of stolders may be called only by the board of direstarthich may delay the ability of
our stockholders to force consideration of a prapos to take action, including the removal of dis; anc

« advance notice procedures that stockholders musplgowith in order to nominate candidates to ouaroloof directors or to propa
matters to be acted upon at a stockholders’ meetihigth may discourage or deter a potential acqdifmm conducting a
solicitation of proxies to elect the acqu’s own slate of directors or otherwise attemptingkitain control of us

In addition, these provisions would apply even & were to receive an offer that some stockholderg consider beneficial.

We are also subject to the atdgkeover provisions contained in Section 203 ofleéaware General Corporation Law. Under Sectia,
a corporation may not, in general, engage in anessi combination with any holder of 15% or morés€apital stock unless the holder has
held the stock for three years or, among otheriaes, the board of directors has approved thesaetion.

Claims for indemnification by our directors and affers may reduce our available funds to satisfy sessful third-party claims against us
and may reduce the amount of money available to us.

Our amended and restated certificate of incorpamadind amended and restated bylaws provide thatilviemdemnify our directors and
officers to the fullest extent permitted by Delaaéaw.

In addition, as permitted by Section 145 of thead®are General Corporation Law, our amended andtessbylaws and our
indemnification agreements that we have enterexvith our directors and officers provide that:

« we will indemnify our directors and officersrfserving us in those capacities or for servingeotiusiness enterprises at our reques
to the fullest extent permitted by Delaware lawldDere law provides that a corporation may indegnsifch person if such person
acted in good faith and in a manner such persaonsibly believed to be in or not opposed to thé ibesrests of the registrant and,
with respect to any criminal proceeding, had neoeable cause to believe such pe's conduct was unlawfu

* we may, in our discretion, indemnify employe®sl agents in those circumstances where indemtidiices permitted by applicable
law;



we are required to advance expenses, as incuaedy tdirectors and officers in connection withatefing a proceeding, except t

such directors or officers shall undertake to repagh advances if it is ultimately determined thath person is not entitled to
indemnification;

we will not be obligated pursuant to our amehded restated bylaws to indemnify a person wisipeet to proceedings initiated by

that person against us or our other indemniteegmwith respect to proceedings authorized byboard of directors or brought to
enforce a right to indemnificatiol

the rights conferred in our amended and redtagéaws are not exclusive, and we are authoriaeghter into indemnification
agreements with our directors, officers, employa®s agents and to obtain insurance to indemnifia pecsons; an

we may not retroactively amend our amendedrasthted bylaw provisions to reduce our indemriiiceobligations to directors,
officers, employees and ager
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We do not currently intend to pay dividends on aaommon stock, and, consequently, our stockholdexsility to achieve a return on their
investment will depend on appreciation in the priokour common stock.

We do not currently intend to pay any cash divideod our common stock for the foreseeable future.cdfrently intend to invest our
future earnings, if any, to fund our growth. Additally, the terms of our credit facility prohibis rom paying cash dividends on our capital
stock. Therefore, our stockholders are not likelyeiceive any dividends on our common stock forftiheseeable future. Since we do not in
to pay dividends, our stockholders’ ability to rieeea return on their investment will depend on &rtyre appreciation in the market value of
our common stock. There is no guarantee that amnoon stock will appreciate or even maintain thegoat which our stockholders have
purchased it.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Unregistered Sales of Equity Securities

None.

Use of Proceeds

In November 2014, we completed our initial publfteang (IPO), and issued 8,050,000 shares of oanroon stock, including the
underwriter’'s exercise of their over-allotment optiat an initial offering price to the public cE&00. We received net proceeds from the IPO
of approximately $131.6 million, after deductingdemwriting discounts and commissions of approxitye$&0.1 million and estimated offeri
costs of approximately $3.1 million. None of th@erses associated with the IPO were paid to dirgaddficers, persons owning 10% or more
of any class of equity securities, or to their agses, or to our affiliates. The underwriters wéfe. Morgan, Morgan Stanley, Leerink Partners
and JMP Securities.

Shares of our common stock began trading on the Yak Stock Exchange on November 6, 2014. The shaeze registered under the
Securities Act of 1933, as amended (the Secudtitl on a registration statement on Form S-1 (Btegfion No. 333-199156), which was
declared effective by the Securities and Exchamgar@ission (SEC), on November 5, 2014.

We expect to use the proceeds from the IPO to fumdactivities related to seeking U.S. regulatgrgraval and preparing for the
commercial launch of Senza in the United States fanworking capital and general corporate purgo3éere has been no material change ir
the planned use of proceeds from our IPO as destitbour prospectus dated November 5, 2014, viligd the SEC pursuant to Rule 424(b)
under the Securities Act.

Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures

Not applicable

Item 5. Other Information.

None.
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Iltem 6. Exhibits

Exhibit Incorporated by Reference
Number Description of Documen Form Date Number Filed Herewith
3.1 Amended and Restated Certificate of Incorporat 8-K 11/12/201. 3.1
3.2 Amended and Restated Bylav 8-K 11/12/201. 3.2
4.1 Reference is made to Exhibits 3.1 through
4.2 Form of Common Stock Certificat S-1/A  10/27/201. 4.2

10.1t First Amendment to the Product Supply and Develagmgreement, dated
as of March 4, 2015, by and between the CompanyeagiePicher Medical

Power LLC. 10-K 3/18/2015  10.5(b)
10.2 Second Amendment to Lease, dated as of Februag018, by and between
the Company and Deerfield Campbell LL 10-K 3/18/201& 10.7(c)
10.3 First Amendment to Term Loan Agreement, dated @darth 9, 2015, by
and between the Company and Capital Royalty Parthé&rP. 10-K 3/18/201t 10.21(b
10.4t Supply Agreement, dated March 13, 2015, by and &etvthe Company and
Centro de Construccion de Cardioestimuladores dejihy S.A 10-K 3/18/201& 10.22
10.5 Lease Agreement, dated as of March 5, 2015, bybatween the Company
and Westport Office Park, LL( 10-K 3/18/201& 10.23
31.1 Certification of Chief Executive Officer requireg Rule 13a-14(a) or
Rule 15¢14(a). X
31.2 Certification of Chief Financial Officer require¢ RRule 13a-14(a) or
Rule 15¢14(a). X

32.1* Certification required by Rule 13a-14(b) or RulaliB4(b) and Section 1350
of Chapter 63 of Title 18 of the United States C{®U.S.C. §135C

101.INS  XBRL Instance Documet

101.SCF XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docunir
101.DEF XBRL Taxonomy Extension Definition Linkbase Docur
101.LAB  XBRL Taxonomy Extension Label Linkbase Docum
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Doent

X X X X X X X

T Portions of this exhibit (indicated by asteriskaye been omitted pursuant to a request for cenfiid treatment and this exhibit has been
filed separately with the SE!

# Indicates management contract or compensatory

* The certification attached as Exhibit 32.1 thet@mpanies this Quarterly Report on FormQ& not deemed filed with the SEC and is n
be incorporated by reference into any filing of Ke€orp. under the Securities Act of 1933, as aradndr the Securities Exchange Act of
1934, as amended, whether made before or aftelatfecof this Quarterly Report on Form 10-Q, irresive of any general incorporation
language contained in such filir
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, as amended, the registrant Hgscdused this report to be signed
its behalf by the undersigned thereunto duly aizledr

NEVRO CORP.
(Registrant

Date: May 11, 2015 /s! MICHAEL DEMANE
Michael DeMane
Chief Executive Officer
(Principal Executive Officer

Date: May 11, 2015 /sl ANDREW H. GALLIGAN
Andrew H. Galligar
Vice President of Finance and Chief Financial Gific
(Principal Financial and Accounting Office

53



Exhibit 31.1
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO

SECURITIES EXCHANGE ACT RULES 13A-14(A) AND 15D-14(A)

I, Michael DeMane, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Nevro Corp.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Evaluated the effectiveness of the registragigslosure controls and procedures and presentesi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; an

(c) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal céoirer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reportin

Date: May 11, 2015

/s/ MICHAEL DEMANE

Michael DeMane
Chief Executive Office
(principal executive officer



Exhibit 31.2
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO

SECURITIES EXCHANGE ACT RULES 13A-14(A) AND 15D-14(A)

I, Andrew H. Galligan, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Nevro Corp.

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Evaluated the effectiveness of the registragigslosure controls and procedures and presentesi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; an

(c) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal céoirer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reportin

Date: May 11, 2015

/s ANDREW H. GALLIGAN

Andrew H. Galligar
Vice President of Finance and Chief Financial (@ff
(principal financial and accounting office



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 of Nevror@dthe “Company”) on Form 10-Q for the fiscal ¢iga ended March 31, 2015, as filed
with the Securities and Exchange Commission (theptit”), Michael DeMane, Chief Executive Officertbe Company, and Andrew H.
Galligan, Vice President of Finance and Chief FaialnOfficer of the Company, respectively, do ehehneby certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that:

» The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; anc
« The information in the Report fairly presentsall material respects, the financial conditiomaesults of operations of the
Company.
Date: May 11, 2015

/s MICHAEL DEMANE
Michael DeMane

Chief Executive Officer
(principal executive officer

/s/ ANDREW H. GALLIGAN

Andrew H. Galligan

Vice President of Finance and Chief Financial if
(principal financial and accounting office




