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PART |—FINANCIAL INFORMATION

ltem 1. Condensed Consolidated Financial Statements

Nevro Corp.
Condensed Consolidated Balance Sheets
(unaudited)
(in thousands, except share and per share data)

Assets
Current assel
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowance for doub#fttounts of $97 and $10 at June 30, 2015 and
December 31, 2014, respectivi
Inventories, ne
Prepaid expenses and other current a:

Total current asse
Property and equipment, r
Other asset
Restricted cas

Total asset

Liabilities and stockholders’ equity
Current liabilities

Accounts payabl

Accrued liabilities

Other current liabilitie:

Total current liabilities
Notes payabli
Other lon¢-term liabilities

Total liabilities

Commitments and contingencies (Note
Stockholder' equity

December 31

Preferred stock, $0.001 par value, 10,000,000 staarthorized at June 30, 2015 and December 31; 2014

zero shares issued and outstanding at June 30,a2@lBecember 31, 20:

Common stock, $0.001 par value, 290,000,000 slzardmrized at June 30, 2015 and December 31,
2014; 27,801,538 and 24,865,491 shares issuedusthnding at June 30, 2015 and December 31

2014, respectivel
Additional paic-in capital
Accumulated other comprehensive incc
Accumulated defici
Total stockholder equity

Total liabilities and stockholde’ equity

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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June 30,
2015 2014
$ 58,71 $ 25,281
195,23¢ 151,52:
7,59: 6,61(
26,37: 14,85¢
3,59¢ 2,851
291,50 201,12!
2,82 647
2,092 424
90€ 30C
$ 297,32 $ 202,49
$ 7,25¢ $ 4,46(
8,72¢ 6,26¢
56 70
16,04( 10,79¢
19,62¢ 19,51:
132 117
35,80( 30,42¢
28 25
417,10: 293,94!
15¢ 77
(155,767 (121,97)
261,52° 172,07(
$ 297,32 $ 202,49
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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 incomt
Interest expens
Other income (expense), r

Loss before income taxi
Provision for income taxe

Net loss
Accretion of redeemable convertible preferred stmckedemption 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 an
diluted

Weighted average number of common shares usedripute basic an
diluted net loss per sha

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

Six Months Ended

June 30, June 30,

2015 2014 2015 2014
$ 11,41¢ $ 7,52¢ $ 21,08( $ 14,19(
5,50¢ 2,522 9,381 5,521
5,91( 5,00¢ 11,69¢ 8,66¢
5,26¢ 5,15( 10,26: 9,84¢
19,82: 7,31°F 32,95:; 13,52¢
25,08t 12,46¢ 43,21: 23,37:
(19,175 (7,467 (31,519 (14,707
11C 32 214 72

(687) — (1,359 —
17¢ 144 (83%) 382
(19,577 (7,285 (33,489 (14,249
15E 144 297 237
(19,726) (7,429 (33,786 (14,48Y)
— (44) — (87)
(19,726) (7,479 (33,786 (14,577
12¢C — (3) —
164 2 85 (11)
284 2 82 (12)
$  (19,44) $ (7,47) $ (33,709 $ (14,58)
$ 079 $ (659 % (139 $ (13.1)
25,564,24 1,136,25! 25,208,71 1,106,30.
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Nevro Corp.
Condensed Consolidated Statements of Cash Flows
(unaudited)
(in thousands)

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash usegerating activitie:
Depreciation and amortizatic
Stocl-based compensation expel
Amortization (accretion) of premium (discount) dros-term investment
Change in provision for doubtful accoul
Write-down of inventory
Non-cash interest expen
Changes in operating assets and liabili
Accounts receivabl
Inventories
Prepaid expenses and other current a
Other asset
Accounts payabl
Accrued liabilities
Other lon¢-term liabilities

Net cash used in operating activit
Cash flows from investing activities
Purchases of sh-term investment
Proceeds from maturity of sh-term investment

Restricted cas
Purchases of property and equipir

Net cash provided by (used in) investing activi

Cash flows from financing activities
Proceeds from issuance of common stock in unddenrfiublic offering
Proceeds from issuance of common stock from stptikbm exercise

Net cash provided by financing activiti
Effect of exchange rate on cash and cash equi

Net increase in cash and cash equival

Cash and cash equivalent
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Significant non-cash transactions
Property and equipment in accounts pay:

Vesting of earl-exercised stock optior

Six Months Ended

June 30,

2015 2014
$(33,78(  $(14,48Y)
13C 39
3,13( 79¢
(179) 182

88 —
1,30¢ 12

11¢€ —
(1,115 (137)
(12,74Y) (1,537
(740) (580)
(1,679 (25)
2,531 (48)
2,30: 65¢
15 43
(40,619 (15,080
(93,989 (15,267
50,52: 34,96¢

(60€) —
(1,85:) (180)
(45,919 19,52¢

118,44( —
1,56¢ 537
120,00t 537

(50) —
33,42« 4,98¢
25,28 12,40¢
$ 58,71 $ 17,39

$ 45z —
$ 27 $ 12¢

The accompanying notes are an integral part obtheadensed 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. Forgixenonths ended June 30, 2015, the
Company incurred a net loss of $33.8 million aneldu$40.6 million of cash in operations. At June&W.5 and December 31, 2014, the
Company had an accumulated deficit of $155.8 mmlaod $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 its initial public offering (IPOdmpleted in November 2014 and underwritten pulffiersng completed in June 2015 and
borrowings under a debt agreement. On May 8, 2BE5Companys Senza spinal cord stimulation product was apgté@ecommercializatio
in the United States by the U.S. Food and Drug Austriation (FDA). The Company’s ability to continteemeet its obligations and to achieve
its business objectives is dependent upon, amaigst things, commercializing its products in thaitgdd States, generating sufficient rever
and its ability to continue to control expensesig€essary, to meet its obligations as they beahredor the foreseeable future. Failure to
increase sales of its products, manage discretianarenditures or raise additional financing, agined, may adversely impact the Company’
ability to achieve its intended business objectives

The accompanying interim condensed consolidatehéiial statements as of June 30, 2015 and forixhaanths ended June 30, 2015
and 2014, and the related interim information cioretd within the notes to the financial statemeats,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 normelurring adjustments necessary to state
fairly the Company'’s financial position as of JuB® 2015, and the results of its operations and ftaws for the six months ended June 30,
2015 and 2014. Such adjustments are of a normalesmudring nature. The interim financial data agwife 30, 2015 is not necessarily
indicative of the results to be expected for tharyending December 31, 2015, or for any futureqokri

The accompanying condensed consolidated finanzitdraents and related financial information shduidead 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 Securitiasd Exchange Commission 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 ExecutiWéficer reviews financial
information presented on a consolidated basis,rapaaied by information about revenue by geograpgwon, for purposes of allocating
resources and evaluating financial performance.ddmpany has
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one business activity and there are no segmentgeasaho are held accountable for operations, tipgreesults or plans for levels or
components below the consolidated unit level. Adtwly, the Company has determined that it hasglsireportable and operating segment
structure. The Company and its Chief Executive g@ffievaluate performance based primarily on revémtiee geographic locations in which
the Company operates.

To date, the Company has derived substantiallgfats revenues from sales to customers in Austratid Europe, and has only recently
begun to sell its products in the Unites StateseRee by geography is based on the billing addre8te customer. The following table sets
forth countries with revenue accounting for mor@ntli0% of the total revenue during the periodsepres:

Three Months Six Months
Ended June 30 Ended June 30
201t 2014 2015 2014
Australia 30% 3% 29% 33%
United Kingdom 1€% 1€% 18% 18%
Germany 19% 20% 19% 18%
Netherland: 5% 9% 6% 11%

Long-lived assets located outside the United Statesiot material; therefore, disclosures have liggted 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 recomithe local currency. Accordingly, the asset$ lzbilities 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 tteshslsing the monthly average exchange rates dthangeriod when the transaction occurs.
The resulting foreign currency translation adjusttedrom this process are recorded in accumulateer comprehensive income (loss) in the
consolidated balance sheets.

Unrealized foreign exchange gains and losses fremmemeasurement of assets and liabilities dendeudna currencies other than the
functional currency of the reporting entity areaeted in other income (expense), net. Additionakglized gains and losses resulting from
transactions denominated in currencies other tharotcal currency are recorded in other incomedrgp), net in the consolidated statements
of operations. The Company recorded net unrealineidnet realized foreign currency transaction @ass) during the periods presented as
follows (in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net unrealized foreign currency gain (lo $ 1,15¢ $ 62C $ 66F $ 817
Net realized foreign currency gain (lo: $ (939 $ (45€6)  $(1,400 $(399

As the Company'’s international operations growriggks associated with fluctuation in currency satgll 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 dagsptan on engaging in hedging activities in thanfeature.

7
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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 cidlaget! 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 valuatigaluation 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 nfgy iom those estimates under different assunmgtiar conditions.

Concentration of Credit Risk and Other Risks and Urtertainties

Financial instruments that potentially subject @@nmpany 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 investmé@ntaoney market funds that were not federally irgduring the periods ended June 30,
2015 and December 31, 2014 and held cash in foteghks of approximately $5.5 million at June 3012@nd $4.3 million at December 31,
2014 that was not federally insured. The Comparsyrtod experienced any losses on its deposits tf @ad cash equivalents.

Substantially all of the Company’s revenue has loived from sales of its products in internatianarkets, principally Australia and
Europe. In the international markets in which ttmmpany participates, the Company uses both a diedes force and distributors to sell its
products. The Company performs ongoing credit eatadns of its direct customers and distributorggnot require collateral and maintains
allowances for potential credit losses on custaameepunts when deemed necessary.

During the three-month and six-month periods entigge 30, 2015, and during the three-month peridé&dune 30, 2014, no customer:
accounted for more than 10% of the Company’s reeeburing the six-month period ended June 30, 26@d,customer accounted for 11% of
the Companys revenue. As of June 30, 2015, one customer atebfior 10% of the accounts receivable balanceofA3ecember 31, 2014, 1
customers accounted for more than 10% of the Coypaccounts 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 govaant regulations, product liability,
manufacturing quality and scaling, uncertainty @frket acceptance of products and the need to obdaiitional financing. The Company is
dependent on third-party manufacturers and suppliersome cases sole- or single-source suppliers.

There can be no assurance that the Company’s produservices will continue to be accepted irekisting marketplaces or gain
acceptance in the U.S. marketplace, nor can tresnp 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.

The Company expects to incur substantial operdtisges for the next several years and may neetaincadditional financing in order
to launch and commercialize any products or prodaontlidates 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 Companyiaricial instruments, including cash equivalentsristerm investments, accounts
receivable, accounts payable and accrued lialsiliipproximate fair value due to their relativeipid maturities.

8
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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 equivalentalleohoney market funds in the amount of $41.5 omillind $10.6 million as of June 30,
2015 and December 31, 2014, respectively. At JIn@B315 and December 31, 2014, the Company’s apskiadents were held at institutions
in the United States and include deposits in a momarket fund which was unrestricted as to withdiber use.

Restricted Cash

Restricted cash as of June 30, 2015 consists eftdicate of deposit collateralizing payment ofiches related to the Company’s credit
cards of $0.3 million and a letter of credit of &@nillion representing collateral for the Companitslding lease entered into in March 2015.
Restricted cash of $0.3 million as of December2Bil4 represents a certificate of deposit collaizre payment of charges related to the
Company’s corporate credit cards.

Investment Securities

The Company classifies its investment securitiemvadable-forsale. Those investments with maturities of less ttfamonths at the de
of purchase are considered short-term investmé&htsse investments with maturities greater than d8ths 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
accumulated comprehensive income (loss).

A decline in the fair value of any security belowstthat is deemed other than temporary resubiscimarge 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 andesinged using the specific identification method fi@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 Compagularly reviews inventory quantities in coresition of actual loss experiences,
projected future demand and remaining shelf lifestmord a provision for excess and obsolete invgntthen appropriate.

The Company’s policy is to write down inventory tigno longer saleable, inventory that has a loasts in excess 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 excessitovg for that component and record a charge tentory 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 evaludtegntory quantities in consideration of actuaklesperience. In addition, the Company
determines at times that there may be certain tovgthat does not conform to our product requiretseAs a result of these evaluations, the
Company recognized a total write down for Senzameries of $1.3 million and $12,000 for the sixntits ended June 30, 2015 and 2014,
respectively. The Company’s estimation of the fatdemand for a particular component of the Senadyat may vary and may result in
changes in estimates of inventory values in antiquéar period.

Shipping and Handling Costs
Shipping and handling costs are expensed as irttarné are included in cost of revenue.

9
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Revenue Recognition

The Company recognizes revenue when all of thevatig criteria are met:
e 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 sapsesentative delivers its product at the poiritmgflantation at hospitals or medical
facilities, the Company recognizes revenue uponptetion of the procedure and authorization, whighresents satisfaction of the required
revenue recognition criteria. For the remainingsalvhich are sent from the Company’s distributienters directly to hospitals and medical
facilities, as well as distributor sales, wheredutt 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 representthiat in time when the customer has
taken ownership and assumed the risk of loss ancetiuired revenue recognition criteria are saiisfThe Company’s customers are obligate
to pay within specified terms regardless of wheif threy ever sell or use the products. The Compogs not offer rights of return or price
protection and it has no post-delivery obligations.

The Company has a limited one- to five-year wagrantmost customers in the markets in which it apes. Estimated warranty
obligations are recorded at the time of sale argthte, 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 estiéu useful life of the asset or the term of tlaesée Upon retirement or sale, the cost and relate
accumulated depreciation are removed from the digladed balance sheet and the resulting gain @, [bany, is reflected in operations.
Maintenance and repairs are charged to operat®mearred.

Impairment of Long-Lived Assets

The Company reviews long-lived assets for impairimérenever events or changes in circumstancesateltbat the carrying amount of
an asset might not be recoverable. When such art egeurs, 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 eitirediscounted cash flows or appraised value, mitipg on the nature of the asset. There
were no impairment charges or changes in estimateflll lives recorded through June 30, 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 recithe recognition of deferred tax assets and itegsilfor the expected future tax consequence
of events that have been recognized in the Comparyidensed consolidated financial statementscome tax returns. In estimating future
tax consequences, expected future events otheetf@iments or changes in the tax law or ratesarsidered. Valuation allowances are
provided when necessary to reduce deferred taxsassthe amount expected to be realized.

10
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The Company operates in various tax jurisdictiams ia subject to audit by various tax authoritibs.date, substantially all of the
Company'’s revenues have been derived outside ditiited States, and the taxes paid have been pirdotly due to income taxes in foreign
jurisdictions in which the Company conducts bussndhe Company provides for tax contingencies wheni is deemed probable that a
asset has been impaired or a tax liability has e&mnred for events such as tax claims or chang&sx laws. Tax contingencies are based
upon their technical merits, relative tax law, &lnel specific facts and circumstances as of eadrting period. Changes in facts and
circumstances could result in material changebe¢@mounts recorded for such tax contingencies.

The Company records uncertain tax positions orb#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 thiiposind (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 relasedauthority.

Comprehensive Income (Loss)

Comprehensive income (loss) represents all changes stockholders’ equity except those resulfiogn and distributions to
stockholders. The Company’s changes in unrealiagusgand losses on short-term available-for-salestment securities and foreign currency
translation adjustments represent the componerathef comprehensive income (loss) that are exdlfiden the reported net loss and have
been presented in the consolidated statementsepatipns and comprehensive loss.

Research and Development

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

Stock-Based Compensation

The Company accounts for stock-based compensatiangements with employees in accordance with AS&; Stock Based
Compensation ASC 718 requires the recognition of compensatixpense, using a fair value-based method, for cektted 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 awaad=f the grant date using valuation models, ssdh@aBlack-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 ¢
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stock options granted to date, the Company estithtevolatility data based on a study of publichded industry peer companies. For
purposes of identifying these peer companies, tiragany considered the industry, stage of developms&® and financial leverage of
potential comparable companies. The risk-free @sterate is based on the yield available on U.8adury zero-coupon issues similar in
duration to the expected term of the equity-settedrd.

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 stoclled by the weighted average
number of common shares outstanding during the@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 cdlonlahe 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 July 2015, the Financial Accounting StandardafiqFASB) issued ASU No. 2015-11, Inventory (Tog80): Simplifying the
Measurement of Inventory, which permits comparveséasure inventory at the lower of cost and rablevalue. ASU 2015-11 applies to all
business entities and is effective for public basientities for annual periods, and interim pearigidhin those annual periods, beginning after
December 15, 2016. Early adoption is permitted. Thepany is in the process of evaluating whetheatoption of ASU 2015-11 will have a
material effect on its consolidated financial staats.

In April 2015, the FASB issued ASU No. 2015-0@terest—Imputation of Interest (Subtopic 835-Fijnplifying the Presentation of
Debt Issuance Cos, which requires that debt issuance costs relatedrécognized debt liability be presented in thiahce sheet as a direct
deduction from the carrying amount of the relatettdiability, consistent with debt discounts. AQ015-03 applies to all business entities anc
is effective for public business entities for arimeriods, and interim periods within those anmeiods, beginning after December 15, 2015.
Early adoption is permitted. The Company does rpeet that the adoption of ASU 2015-03 will haveaterial effect on its consolidated
financial statements.

In May 2014, the FASB issued ASU No. 2014-B@yvenue from Contracts with Custom@rgpic 606), which supersedes the revenue
recognition requirements in ASC 6®evenue RecognitionThis ASU is based on the principle that revesu@cognized 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 arcrtainty of revenue and cash flows
arising from customer contracts, including sigrifitjudgments and changes in judgments and agsetgnized from costs incurred to obtain
or fulfill a contract. The ASU is effective for plibentities for annual and interim periods begimpafter December 15, 2017. Early adoption
prior to the original effective date is not permitt The Company has not determined the potenfittsfof this ASU on its consolidated
financial 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 servicig@ 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 adopfiéx8U 2014-12 to have a material
impact on its consolidated financial statementsdiadiosures.
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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 &mgrovide related footnote disclosures. The n@andard 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 thaldvioe received for an asset or an exit price frtdansfer 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 aoiakets for identical assets or liabiliti

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

» Level 3—Unobservable inputs that are suppdbtetittle or no market activity and that are sigeeft 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 whichgalifieant 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, ymegat/default projections based on historical @ other observable inputs. The follow
table sets forth the Company’s financial instrureeghait were measured at fair value on a recurrasistby level within the fair value hierarchy
(in thousands):

Balance as of June 30, 201 Level 1 Level 2 Level & Total

Assets:

Money market funds (i $41,500 $ — $— $ 41,50«

Commercial paper (i 206,30: — 206,30:
Total asset $41,50¢  $206,30: $— $247,80t

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 $10,59C  $159,52: $— $170,11:

(i) 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 consolidateditmksheets
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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):

June 30, 201¢
Gross Gross
Unrealized Unrealized
Amortized
Holding Holding Aggregate
Cost Gains Losses Fair Value
Investment Securities
Commercial paper ( $206,01: $ 291 $ —  $206,30:

(i) Includes $11.1 million of commercial paper thatlsssified as cash and cash equivalents on thebdated 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( — (©)] 19,03
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
(expense), net as incurred. The cost of secustiesis determined based on the specific identiicamethod. The Company has not recorded
any realized gains or losses on its investmentsgltine periods presented.

The contractual maturities of the Company’s investtrsecurities were all within one year as of J3¢®e2015 and December 31, 2014.

Inventories (in thousands)

June 30, 201 December 31, 201
Raw materials $ 9,31¢ $ 7,96(
Finished good 17,05¢ 6,89¢
$ 26,37 $ 14,85¢
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Property and Equipment, Net (in thousands)

June 30, 201 December 31, 201

Laboratory equipment $ 58¢ $ 39C
Computer equipment and softw 1,03¢ 12t
Furniture and fixture 16C 112
Leasehold improvemen 23 22
Construction in proces 1,36¢ 338
Total 3,17¢ 982
Less: Accumulated depreciation and amortiza (356 (339
Property and equipment, r $ 282 $ 647

The Company recognized depreciation and amortizaipense on property and equipment as followth@nsands):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Depreciation and amortization expense $ 84 $ 23 $ 13C $ 39
Accrued Liabilities (in thousands)

June 30, 201 December 31, 201
Accrued payroll and related expenses $ 4,91¢ $ 4,26¢
Accrued professional fe¢ 65C 184
Accrued taxe: 1,89( 99¢
Accrued clinical and research expen 25¢ 613
Accrued othe 1,017 20t
Total accrued liabilitie: $  8,72¢ $ 6,26¢

5. Commitments and Contingencies
Operating Leases

The Company entered into a non-cancellable opegrédimse effective May 1, 2010 for facilities in Mei®Park, as amended in 2012 to
extend the period of the lease until May 31, 20d%arch 2015, the Company again extended the lgmeagh September 30, 2015 and is
obligated to pay approximately $0.3 million in adlehal rent payments. In August 2014, the Companigred into a new facility lease for
warehouse space beginning on August 21, 2014 thrMay 31, 2015. In March 2015, the Company extertHedvarehouse lease through
February 2017 under which it is obligated to pagragimately $0.3 million in lease payments over iaining term of the lease.

In March 2015, the Company entered into a leaseesmgent for approximately 50,000 square feet oteffipace located in Redwood C
California for a period beginning on June 30, 2@h8 ending in May 2022, with initial annual paynseot approximately $2.0 million,
increasing to $2.4 million annually during the figaar of the lease term.
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The Company recognized rent expense during thegemdicated as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Rent expense $ 201 $ 15C $ 40¢ $ 282

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 lialsligguiring accrual or disclosure at June 30, 2f§1Becember 31, 2014.

Indemnification

The Company enters into standard indemnificatioareiements 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 infringementicidy any third-party with respect to the
Company’s technology. The term of these indemntificeagreements is generally perpetual. The maximpatantial amount of future
payments the Company could be required to makeruhdse agreements is not determinable becausepitves 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 reguahe Company to indemnify its
directors and officers against liabilities that naaise by reason of their status or service agitire 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¢hve®stimated fair value of these
indemnification agreements in excess of applicatdarance 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 (VGLjjeth 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, pesing devices to modulate nerve
signaling. The licenses granted are exclusive hadCompany has the right to sub-license. The agreewill terminate upon the last to expire
patent application, unless terminated earlier. ddgy@ement can be terminated any time after thraesyfeom March 2006 by Mayo or VGL.

Per the terms of the license, the Company is redu pay royalties based on the greater of eamedties 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 defineberagreement.

In March 2011, the Company entered into a PhakiEedinse 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.

The Company recognized royalty expense during #niogs indicated as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Royalty expense $ 11c $ 76 $ 21C $ 14z

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 intoetieem 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 ofathe calendar quarter during the period for \utttee 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 calculatied 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 gayment for the 8.0% per annum
of interest and making a payment in kind for theaaing amount, for which the 3.5% per annum adri@st 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 Gamentered into the first term loan for
$20.0 million on December 12, 2014, and incurrediclg fees of $0.5 million. Under the original agrent, the Company was eligible to et
into a second term loan for a principal amount13.$ million on or prior to March 31, 2015, uponetirg certain conditions. In March 2015,
the Company entered into a First Amendment undarédit facility with Capital Royalty Partnerseagtend the draw-down deadline of the
second draw from March 31, 2015 to June 29, 2013uhe 2015, the Company entered into a Second évmemt to extend the draw-down
deadline of the second draw from June 29, 201®mebnber 30, 2015. The Company may also enterittiord term loan for a principal
amount of $20.0 million on or prior to September 3015, subject to satisfaction of certain minimewmpliance conditions. Upon the
satisfaction of certain conditions precedent oprasr to September 30, 2016, the interest onlyquewill be extended so that the outstanding
principal amount of the terms loans will be payabhla single installment at maturity (the 24th dedy payment date after the first borrowing).
The credit facility contains customary events dadé, including in the event of bankruptcy or upbe 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 ofd$2ilion in 2015, $30.0 million in 2016, $40.0lfiwin 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 indebtedrasbtransactions with affiliates. As of
June 30, 2015, the Company was in compliance Wli#ipalicable covenants, and had not exercisedpt®n to make the second or third
drawdown under the agreement.
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As of June 30, 2015, future minimum payments ferribtes are as follows (in thousands):

Term

Loans
2015 $ 1,17¢
2016 2,33¢
2017 3,73¢
2018 7,977
2019 and beyon 14,96(
Total minimum payment 30,19(
Less: Amount representing inter: (9,290
Less: Amount representing closing and repaymerst (1,000)
Present value of minimum payme 20,00(
Less: Unamortized debt discot (459
Plus: Accretion of closing and repayment f 81
Notes payable, nt 19,62¢

Less: Notes payable, current port —
Non-current portion of notes payal $19,62¢

7. Convertible Preferred Stock

Prior to the IPO, the Company had outstanding BB 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 outstandideemabl
convertible preferred stock were automatically emed to 15,208,048 million shares of the Compangi®mmon stock.

The Company recorded the Series B and C redeeroab\ertible preferred stock at fair value on theedaf issuance. The Company
classified the Series B and C redeemable conveniteferred stock outside of stockholders’ defieitause the shares contain liquidation
features that are not solely within the Companystml. The Series B and C redeemable convertitdéepred shares were originally issued
with a contingent redemption feature, which allowteel holders to redeem their shares five yeareviatlg the issuance date of the Series B
C redeemable preferred shares. Accordingly, thegammy accreted the Series B and C redeemable cdnegrteferred stock for change in
redemption value with a change to accumulated defiche end of each reporting period. Accordinghe Company has accreted $44,000 an
$87,000 during the three- and six-month periodedriline 30, 2014, respectively.

8. Net Loss Per Share Attributable to Common Stockbiders

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

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

Net loss $ (19,720 $ (7,429 $ (33,78 $ (14,48Y
Accretion of convertible preferred stock to redeimmpt

value — (44 — (87)
Net loss attributable to common stockholc $ (19,720 $ (7,479 $ (33,780 $ (14,57)
Weighted average shares outstant 25,587,71 1,198,69; 25,234,02 1,161,39!
Less: weighted average shares subject to repur (23,467 (62,437) (25,310 (55,097)
Weighted average shares used to compute basic and

diluted net loss per sha 25,564,24 1,136,25' 25,208,71 1,106,30.
Net loss attributable to common stockholders pares

basic and dilute: $ (0.779) $ (6.5¢) $ (1.3 $ (13.19)
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Basic net loss attributable to common stockhol@ersshare is computed by dividing the net lossbatttable 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 attributabledmeon stockholders by the weighted average numfbmyromon 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 aiggepresented, 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 daipu of diluted shares outstanding:

June 30,
2015 2014
Convertible preferred stock — 15,208,04
Options to purchase common st¢ 2,968,933 2,796,37.
Total 2,968,93. 18,004,42

9. Employee Benefit Plans
401(k) Plan

In 2007, the Company adopted a 401(k) plan foertployees whereby eligible employees may contribpteo the maximum amount
permitted by the Internal Revenue Code. Under the, phe Company does not provide matching contiobs to employees.

Employee Stock Purchase Plan

Concurrent with the effectiveness of the Compangggstration statement on Form S-1 in November 2@ietCompany’s 2014
Employee Stock Purchase Plan (ESPP) became e#ettie ESPP allows eligible employees to purchares of the Company’s Class A
common stock at a discount through payroll dedustiaf up to 15% of their eligible compensation,jeabto any plan limitations. The ESPP
generally provides for six-month offering periodad at the end of each offering period, employeeshle to purchase shares at 85% of the
lower of the fair market value of the Company’s<3l& common stock on the first trading day of tffering period or on the last trading day
of the offering period.

There were no sales under the ESPP during the thoaths ended June 30, 2015 and 2014. Sharesldediba future purchase under the
ESPP were 0.4 million at June 30, 2015.
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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 began U.S. commercializatmfithe Senza system in May 2015. In order to na@ndbur PMA approval in the United
States, we need to comply with applicable lawsragdlations from the FDA and other relevant reguriatgencies. The Senza system rece
a CE Mark in 2010, and commercialization commernindgurope in 2010 and Australia in 2011 where ystean is reimbursed under existing
SCS codes. We market our products to physiciaBsiiope and Australia and sell to hospitals andatigpt surgery centers through both a
direct sales organization and distributors. Begigrin 2010, we established our international satganizations to support our product launch
outside of the United States.

Our SENZA-RCT U.S. pivotal study met its primarydasecondary non-inferiority endpoints. The analps$® demonstrated the
superiority of HF10 therapy over traditional SC8rtpies for treating both back and leg pain. W8BIBS therapy is indicated and reimbursed
for treating back and leg pain, it has limited edfiy in back pain and is utilized primarily foratmg leg pain, which has limited its market
adoption. In our pivotal study, HF10 therapy wasdestrated to provide significant and sustained Ipadn relief in addition to leg pain relief.
Additionally, HF10 therapy was demonstrated to pfepain relief without paresthesia, a constamlitny sensation that is the basis of
traditional SCS therapy. By utilizing anatomicaddeplacement instead of relying on paresthesiaOHRérapy is designed to reduce variability
in the operating procedure, providing meaningfuldfis to both patients and physicians. We beliggere positioned to transform and grow
the approximately $1.5 billion existing global S@@rket under current reimbursement by treating Ipeadk 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 June 30, 2015 was $1B8HIBN. A significant amount of our capital resaes has been used to support the
development of Senza and our HF10 therapy, inctydinr pivotal clinical trial, SENZA-RCT, which waitiated in May 2012. We intend to
make a significant investment building our U.S. ocoencial 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 suladtadditional 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$flamy 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 conguhto direct manufacturers, our
dependence on third-party manufacturers expostsgreater lead times increasing our risk of ineenbbsolesce comparatively.
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On November 5, 2014, our registration statemerftam S-1 relating to the initial public offerind?®) of common stock became
effective. Our IPO closed in November 2014 at whiote we issued 8,050,000 shares of our commoik stdtch included 1,050,000 shares
issued pursuant to the exercise in full by the awdeers of their option to purchase additional relsa We received cash proceeds of
approximately $131.6 million from the IPO, net efderwriting discounts and commissions and offedasts paid by us. In June 2015, we
completed an underwritten public offering of ourmmaoon stock, which included shares of our commooksheld by certain of our
stockholders, at which time we issued 2,470,587eshaf common stock, including 705,882 shares tsguesuant to the exercise in full by the
underwriters of their option to purchase additicsteres. We received cash proceeds of $118.4 mittiet of underwriting discounts and
commissions and offering costs paid by us.

Important Factors Affecting our Results of Operatians

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

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 requigsuiting 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 salgsresentatives is required to achieve grow
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 anlésarganization, and can vary depending upon lilgsipian’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 physictreat patients typically require us to
enter into purchasing contracts. This process edergthy and time-consuming and requires extensdgmotiations and management time. In
Europe, we may be required to engage in a cortidding process in order to sell our Senza produbich processes are only open at certain
periods of time, and we may not be successfulérbilding process.

We Do Not Expect Our Revenue Growth Rate in Intetioial Markets to Continue at Historic Rates

Our revenue increased from $18.2 million to $23illion to $32.6 million in the fiscal years 2012023 and 2014, respectively. Revenue
increased as a result of our sales of Senza inpéwuand Australia; however, we do not expect toinaetthis rate of revenue growth in these
international markets given our existing penetratiothese markets. Due to governmental reimburagyenstraints in the European SCS
market limiting the number of annual SCS implamtd aur current penetration in these markets, weedp grow less rapidly in the future
than we have in the past in this market.
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Inventory Buildup

Our Senza product consists of a substantial nuwidedividual components and, in order to market aall Senza effectively, we must
maintain high levels of inventory. In particulas, &e continue with our commercial launch of Semzthé United States, we will be
substantially increasing our levels of inventorg. @result, we will incur significant expendituassociated with the increases in our inventory
which will include satisfying certain minimum pui$e obligations, as demand for Senza in the USitates is developing. There may also be
times in which we determine that our inventory dnesmeet our product requirements, as was theinake six-month period ended June 30,
2015, wherein we recorded a write down of inventir§1.3 million. Further, the manufacturing praeésr Senza requires lengthy lead times,
during which components may become obsolete. Weatsayover-or under-estimate the amount neededyfem component, in which case
we may expend extra resources or be constrainee iamount of end product that we can produce.d fadors subject us to the risk of
inventory obsolescence and expiration, which may ke inventory impairment 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 yseiaim and patient experience. In the future, weeet to initiate clinical trials to suppt
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@&fectiveness 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 wor unaudited consolidated
financial statements, which have been prepareddardance with accounting principles generally ptee 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 apparentrfrother 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 consolidateddimlamhere have been no significant or materianges in our critical accounting polic
during the three months ended June 30, 2015.

Components of Results of Operations
Revenue

Our revenue is generated from sales to two typesistbmers: hospitals and outpatient medical fasliserved 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 Ugeiidrm 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 in which we sell our prow.
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We expect our revenue to fluctuate from quarteyuarter due to a variety of factors, including seadity, as we have historically
experienced lower sales in the summer months andhdrthe holidays, and the impact of the buyinggpas and implant volumes of our
hospitals and medical facilities, and third-paristidbutors. In addition, in the second quarteR015, we commenced commercial sales of
Senza in the U.S. and recorded associated revérappmximately $53,000. We anticipate that oualto¢venue will increase as we continue
our commercial launch in the U.S.

Cost of Revenue

We utilize contract manufactures for the productdisenza. Cost of revenue consists primarily gfuégition 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 coswvehue divided by revenue. Our gross margin has aee will continue to be affected
by a variety of factors, primarily by our costsh@ve our products manufactured for us, the ratimiai 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 fesias 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 wienoerto 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 expensentiréase 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 expense consists primarily of personnel castduding salary, employee benefits and stock-
based compensation expenses for our sales andtimgrgersonnel, including sales commissions, an@dmninistrative personnel that support
our general operations, such as information tedyyolexecutive management, financial accountingtauer services and human resources
personnel. We expense commissions at the timeeafdle. SG&A expense also includes costs attriteitalmarketing, 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 iretemarketing spending to generate sales oppaesirie expect SG&A expense to
continue to significantly increase as we build up sales and marketing personnel as we launch Senlza United States, continue to increast
the size of our sales and marketing organizatimesease our international presence and develomssidt our channel partners.
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During the first half of fiscal year 2015, our adhisirative expenses increased as we operateddia pompany. 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 @mpOur SG&A expense may fluctuate from periogaaod due to the seasonality of our
revenue and the timing and extent of our SG&A egpen

Interest Income and Interest Expen:

Interest Income consists primarily of interest imepearned on our investments and Interest Expemsasts of interest paid on our
outstanding debt.

Other Income (Expense), Net

Other income (expense), net consists primarilyoogifyjn currency transaction gains and losses anddms and losses from the
remeasurement of foreign-denominated balance<tti8. 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 alloee for deferred tax assets including net
operating loss carryforwards and R&D credits ariteptax credits.

Consolidated Results of Operations
Comparison of the three months ended June 30, 2@h8 2014

Revenue, Cost of Revenue, Gross Profit and Gross kgn

(in thousands) Three Months Ended June 30
2015 2014 Change
Revenue $11,41¢ $7,52¢ $3,89:
Cost of revenu 5,50¢ 2,52 2,98¢
Gross profit 5,91( 5,00¢ 90¢€
Gross margir 52% 66% (14)%

RevenueDuring the three months ended June 30, 2015, reviertueased to $11.4 million from $7.5 million dwgithe three months ended
June 30, 2014, an increase of $3.9 million, or 5ZBe net revenue increase was primarily attribetéblcontinued adoption of the Senza
system in markets where it has historically bedd,snd to a lesser extent, as a result of apprataly $53,000 recorded for the initial sales of
the Senza system in the United States.

Cost of Revenue, Gross Profit and Gross Margotal cost of revenue increased $3.0 million, d8%]1 in the three-month period ended
June 30, 2015 compared to the same period of theymwar primarily due to a $1.2 million chargevtdte down inventory that did not meet «
product requirements and an increase in the cqati@hasing manufactured products of $1.8 milliswalumes increased in the most recent
period. Gross profit increased $0.9 million, or 1880$5.9 million in the three-month period endade) 30, 2015 as compared to $5.0 million
in the three-month period ended June 30, 2014.Gaxit as a percentage of revenue, or gross maggcreased to 52% in the three-month
period ended June 30, 2015 compared to 66% irhtee-imonth period ended June 30, 2014 primarily @esult of the $1.2 million inventory
write down recorded in the three-month period entlete 30, 2015.
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Operating Expenses

Three Months Ended June 30

2015 2014

% of % of

Total Total
Amount Revenug¢ Amount Revenu¢ Change
(in thousands) Amount

Operating expense

Research and developm:e $ 5,26: 46% $ 5,15( 68% $ 11:
Sales, general and administrat 19,82: 174% 7,31¢ 97% 12,501
Total operating expens $25,08t 22(%  $12,46¢ 166%  $12,62(

Research and Development ExpelR&D expense increased $0.1 million in the three-thqreriod ended June 30, 2015 compared to the sar
period of the prior year, primarily due to an irese in headcount and related personnel and carsatiists of $0.3 million, offset by a decre
in clinical and development expenses of $0.2 mmillio

Sales, General and Administrative Exper®&8&A expense increased to $19.8 million in the ¢hmeonth period ended June 30, 2015 from $7.
million during the same period in the prior year,iacrease of $12.5 million, or 170%. This increase primarily due to an increase in

personnel costs of $8.6 million, increased tratralning, marketing, and associated supplies aafs$2.8 million, additional facilities costs of
$0.6 million, and an increase in legal and othefgssional services costs associated with beingohgocompany of $0.4 million.

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

Three Months Ended

June 30,
(in thousands) 2015 2014 Change
Interest income $ 1i1C $ 32 $ 78
Interest expens (687) — (6871)
Other income (expense), r 17t 144 31
Provision for income taxe 15& 144 11

Interest Incomelnterest income increased from $32,000 during lthee-month period ended June 30, 2014 to $11000Geithree-month
period ended June 30, 2015, primarily as a resdlteoincrease in average investment balances.

Interest Expensdnterest expense increased to $0.7 million durdrgthree-month period ended June 30, 2015 fromirete three-month
period ended June 30, 2014, primarily as a re$uhlteoincrease in debt outstanding during 2015 &salt of borrowing under our credit facil
in December 2014.

Other Income (Expense), N&ther income (expense), net was primarily comprafefdreign currency transaction gains and losassyell as
gains and losses from the remeasurement of fomigrency denominated balances. During the threetimperiod ended June 30, 2015, we
recorded a gain of $0.2 million, whereas duringghier period in 2014 we recorded a gain of $0. liom.

Provision for Income Taxelncome tax expense was $0.2 million and $0.1 mmilaring the three months ended June 30, 2015 G, 2
respectively, and was associated with foreign taWéss continue to generate tax losses for U.S. #dard state tax purposes and have net
operating loss carryforwards creating a deferrgdtset. We have a full valuation allowance for deferred tax assets.
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Comparison of the six months ended June 30, 20186 2014

Revenue, Cost of Revenue, Gross Profit and Gross kgn

(in thousands) Six Months Ended June 30
2015 2014 Change
Revenue $21,08( $14,19( $6,89(
Cost of revenu 9,381 5,521 3,86(
Gross profit 11,69¢ 8,66¢ 3,03(
Gross margir 55% 61% (6)%

RevenueDuring the six months ended June 30, 2015, reveraeased to $21.1 million from $14.2 million dugithe six months ended

June 30, 2014, an increase of $6.9 million, or 4f#tnarily attributable to continued adoption oétS8enza system in markets where it has
historically been sold, and to a lesser extentr@salt of approximately $53,000 recorded for thigal sales of the Senza system in the United
States.

Cost of Revenue, Gross Profit and Gross Margotal cost of revenue increased $3.9 million, d¥7h the six-month period ended June 30,
2015 compared to the same period of the prior paararily due to $1.3 million in writedowns of inmtory that did not meet our product
requirements, and an increase in the cost of pasechrenufactured products of $2.7 million as voluimereased in the most recent period.
Gross profit increased $3.0 million, or 35%, to #1illion in the six-month period ended June 3W2as compared to $8.7 million in the six:
month period ended June 30, 2014. Gross profites@entage of revenue, or gross margin, decrdassfils in the six-month period ended
June 30, 2015 compared to 61% in the six-monttodeended June 30, 2014 primarily as a result & 8illion in inventory writedowns
recorded in the six-month period ended June 305201

Operating Expenses

Six Months Ended June 30

2015 2014

% of % of

Total Total
Amount Revenu¢ Amount Revenu¢ Change
(in thousands) Amount

Operating expense

Research and developm:e $10,26: 49% $ 9,84¢ 6% $ 41t
Sales, general and administrat 32,95. 15€% 13,52¢ 95% 19,427
Total operating expens $43,21: 205%  $23,37: 165%  $19,84:

Research and Development ExpelR&D expense increased $0.4 million in the six-magpghiod ended June 30, 2015 compared to the same
period of the prior year, primarily due to an irese in headcount and related personnel and carsatiists of $0.9 million, offset by a decre

in clinical and development expenses of $0.4 nrilliothe 2015 period as compared to the prior 2iHréibd as we completed our preclinical
and regulatory costs to prepare our June 2014 Pinission in the prior year.

Sales, General and Administrative Exper8®8&A expense increased to $33.0 million in thersianth period ended June 30, 2015 from $13.-
million during the same period in the prior year,iacrease of $19.4 million, or 144%. This increase primarily due to an increase in
personnel costs of $12.2 million, increased travaining, marketing, and associated supplies aufstd.8 million, additional facilities costs of
$0.9 million, and an increase in legal and othefgmsional services costs associated with beingbigocompany of $1.3 million.
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Interest Income, Interest Expense and Other IncoméExpense), Net and Provision for Income Taxes

Six Months Ended

June 30,
(in thousands) 2015 2014 Change
Interest income $ 214 $ 72 $ 14z
Interest expens (1,359 — (1,359
Other income (expense), r (83%) 382 (1,217
Provision for income taxe 297 237 60

Interest Incomelnterest income increased from $72,000 during bkén®nth period ended June 30, 2014 to $214,0@06rsix-month period
ended June 30, 2015, primarily as a result ofribeease in average investment balances.

Interest Expensdnterest expense increased to $1.4 million dudmgsix-month period ended June 30, 2015 from zetbd six-month period
ended June 30, 2014, primarily as a result oflbeease in debt outstanding during 2015 as a reshtirrowing under our credit facility in
December 2014.

Other Income (Expense), N&ther income (expense), net was primarily comprafefdreign currency transaction gains and losassyell as
gains and losses from the remeasurement of forigrency denominated balances. During the six-mpatiod ended June 30, 2015, we
recorded losses of $0.8 million, whereas duringptter period in 2014 we recorded a gain of $0.4iomi.

Provision for Income Taxelncome tax expense was $0.3 million and $0.2 mmldaring the six months ended June 30, 2015 and,201
respectively, and was associated with foreign taWés continue to generate tax losses for U.S. #dard 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 June 30, 2015, we liaa@ced our operations through private placemehfseferred stock, the issuance of
common stock in our initial public offering (IPQ) November 2014 and our underwritten public offgiim June 2015, and a borrowing under
our credit facility. At June 30, 2015, we had casld cash equivalents and investments of $254.@omilBased on our current operating plan,
we expect that our cash on hand, together witlatiieipated funds from our operations and our ¢redility, will be sufficient to fund our
operations 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 may be required in oraebtild the associated sales, marketing
distribution infrastructure for commercializing Sann 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 may need to raibstantial additional capital, the
requirements of which will depend on many factorsluding:

» 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 W@nmercial infrastructure and sales force in cotioeavith commercialization
Senza in the United State

» the R&D activities we intend to undertake inl@rto expand the chronic pain indications and pcoénhancements that we intend
to pursue

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

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

27



Table of Contents

» the costs of filing, prosecuting, defending andetifig any patent claims and other intellectuapprty rights;

» the amount and timing of any draws we make undecadit facility;

e our need to implement additional infrastructure artdrnal systems

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

» the emergence of competing technologies or othezrad market developmen

Our success depends, in part, upon our abilitstabdish a competitive position in the neuromodafatnarket by securing broad market

acceptance of our HF10 therapy and Senza for ¢éla¢ntient of chronic pain conditions. Any productdeeelop that achieves regulatory
clearance or approval will have to compete for madcceptance and market share. We face signifoacampetition in the United States and
internationally, which we believe will intensify ag continue to commercialize in the U.S.. For epl@nour major competitors,
Medotronic, Inc., Boston Scientific Corporation adtd Jude Medical, Inc., have each approved neuratatidn systems in at least the United
States, Europe and Australia and have been edtablilfsr several years. In addition to these magonggetitors, we may also face competition

from other emerging competitors and smaller comgramniith active neuromodulation system developmesgniams that may emerge in 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 souraees uses of cash for each of the periods presbeied:

Six Months Ended

June 30,
2015 2014

(in thousands)
Net cash provided by (used il

Operating activitie: $(40,619) $(15,08()

Investing activities (45,919 19,52¢

Financing activitie: 120,00¢ 537

Effect of exchange rate on cash flo (50) —
Net increase in cash and cash equival $ 33,42« $ 4,98t

Cash Used in Operating Activitidet cash used in operating activities for the sonths ended June 30, 2015 was $40.6 million conopare
$15.1 million for the six months ended June 30, £@timarily as a result of the net losses recoiddte periods of $33.8 million and $14.5
million, respectively. During the six months endieohe 30, 2015, net cash used in operations wasfitssied by changes in our operating
assets and liabilities, including increases inautstanding long-term other assets of $1.7 miliad inventories of $12.7 million, and an
increase in accounts receivable of $1.1 milliontiply offset by an increase of $4.8 million incaeints payable and accrued liabilities, as wel
as non-cash stock based compensation expenselainfiBon. During the six-month period ended Juile 2014, the net cash used in
operations was affected by changes in our operaisgts and liabilities, including an increaseunautstanding prepaid and other assets of
$0.6 million and inventories of $1.5 million, offdey an increase of $0.7 million in accrued lig®@s and non-cash stock based compensation
expense of $0.8 million.

Cash Provided by Investing Activitidsvesting activities consisted primarily of changeivestment balances, including purchases and
maturities of short-term investments. During therabnths ended June 30, 2015, investments of $8libn matured and we purchased $94.C
million of new investments as compared to the sinths ended June 30, 2014 when $35.0 million ofstments matured and we purchased
$15.3 million in new investments. We additionallyrghased $1.9 million and $0.2 million of propeaityd equipment during the six months
ended June 30, 2015 and 2014, respectively.
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Cash Provided by Financing ActivitiéS8ash provided by financing activities was $120.0iom for the six months ended June 30, 2015 due t«
the cash received from the issuance of common stocir underwritten public offering in June 20bfaling $118.4 million and the $1.6
million received from the exercise of common stogitions as compared to $0.5 million received dutirgsix-month period ended June 30,
2014 as a result of the exercise of common stotikmg

Contractual Obligations and Commitments

In March 2015, we entered into a lease agreemeiipioroximately 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 theake term. In March 2015, we extended our wareHease through February 2017 under wl
we are obligated to pay approximately $0.3 milliofease payments over the remaining term of thedeand extended the lease for office
space in Menlo Park, California through Septemidi52 In March 2015, we entered into supply agreeésnith certain of our suppliers that
require an aggregate upfront payment of $1.8 mijlalong with certain minimum annual purchase comants that total an aggregate of
$80.2 million, with $35.2 million due in 2015, atite remainder due within one to three years. Addéi purchase commitments, which are
currently indeterminable, are due in each of tieaieing seven years of the agreement.

Off-Balance Sheet Arrangements

Through June 30, 2015, we did not have any relskips with unconsolidated organizations or finang#tnerships, such as structured
finance or special purpose entities that would Haaen established for the purpose of facilitatiffghalance sheet arrangements or other
contractually narrow or limited purposes. For infiation regarding indemnification obligations, reeiNote 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 dotfiations in interest rates and market prices.forary exposure to market risk is
interest rate sensitivity, which is affected by mpes 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 investsianthout assuming significant risk. To achieve objectives, we maintain a
portfolio of cash equivalents and investments uaidety of securities of high credit quality. Asdifne 30, 2015, we had cash and cash
equivalents of $58.7 million consisting of cash amshey market funds and short-term investmentsl66% million consisting of commercial
paper. We maintained investments in money marketdihat were not federally insured during thensonths ended June 30, 2015 and held
cash in foreign banks of approximately $5.5 millainJune 30, 2015 that was not federally insuregdo#ion of our investments may be sub
to interest rate risk and could fall in value if ket interest rates increase. However, becausameestments are primarily short-term in
duration, we believe that our exposure to interatst risk is not significant. We do not enter imeestments for trading or speculative purpose
and have not used any derivative financial instnisi€o manage our interest rate risk exposure. gothetical 1% change in interest rates
during any of the periods presented would not leada material impact on our consolidated finarstiaiements.

Foreign Currency Exchange Risk

To date, substantially all of our revenue and dipoiof our operating expenses are incurred outidéJnited States and are denomin
in foreign currencies and are subject to fluctuadidue to changes in foreign currency exchangs,rpéeticularly changes in the Australian
dollar, the Euro and the United Kingdom pound sigrlAdditionally, fluctuations in foreign currenexchange rates may cause us to recog
transaction gains and losses in our statementearftipns. As a component of other income (expemgeyecognized net foreign currency
transaction losses of $1.4 million and $0.4 millehiring the six months ended June 30, 2015 and,28%gectively. A hypothetical 10%
favorable or unfavorable change in the weightedayeforeign exchange rates
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for the six-month period ended June 30, 2015 wbalk affected the annualized consolidated foreigneacy-denominated operating loss by
approximately 3% for the year. To date, we haveemgaged in any foreign currency hedging transastids our international operations
grow, we will continue to reassess our approaaghdoaging the risks relating to fluctuations in eaay 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 infammeequired to be disclosed by a company in #ports that it files or submits under the
Exchange Act is recorded, processed, summarizedegatted within the time periods specified in 8#C's rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertfaation 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 principaldimcial officers, or persons performing similar ftioas, as appropriate to allow timely
decisions regarding required disclosure. Our mamagé recognizes that any controls and procedupesatter how well designed and
operated, can provide only reasonable assurareehidving their objectives and our management saci®ys applies its judgment in evaluati
the cost-benefit relationship of possible conteoisl procedures. Our disclosure controls and praesdare designed to provide reasonable
assurance of achieving their control objectives.

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, tasluated the effectiveness of our
disclosure controls and procedures as of June@®®,2he end of the period covered by this Quartedport on Form 10-Q. Based upon such
evaluation, our Chief Executive Officer and Chi@iancial 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 reasonfbgly to materially affect, our internal contraver financial reporting.
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PART Il: OTHER INFORMATION

Item 1. Legal Proceedings

On May 14, 2015, Boston Scientific Neuromodulat@orporation, a unit of Boston Scientific Corporatidiled with the U.S. Patent and
Trademark Office two petitions for inter partesiesv (IPR) alleging that certain claims of U.S. Patdo. 8,359,102 (the ‘102 patent) are
invalid due to prior art references. Through thR [fetitions, Boston Scientific seeks to invalididte challenged claims. The ‘102 patent is one
of Nevro’s 53 issued U.S. patents directed to Navirmovations in the neuromodulation field.

The same unit of Boston Scientific Corporation filesl four European Oppositions at the Europearimadffice, alleging all the claims of
Nevrc's EU Patent Nos. EP 2403589 (the ‘589 patent)2&EPL600 (the ‘600 patent), EP 2243510 (the ‘51emitand EP 2630984 (the ‘984
patent) are invalid. These oppositions were filadNmvember 4, 2014; December 4, 2014; January B;2nd April 7, 2015, respectively, and
seek to invalidate all the claims of the listedgpds. The ‘589 patent, the ‘600 patent, the ‘5li@maand the ‘984 patent are four of Nevro's
seven EU patents directed to Nevro's innovatiorthéneuromodulation field. In addition, Medtronieg. filed three European Oppositions at
the European Patent Office, alleging all the claghthe ‘589 patent, the ‘510 patent, and the ‘B8tent are invalid. The Medtronic, Inc.
oppositions were filed on October 13, 2014; Jan8aB015; and March 17, 2015, respectively, ané se@validate all the claims of the listed
patents.

Nevro intends to vigorously defend its intellectpedperty in these mattel

ltem 1A. Risk Factors

Investing in our common stock involves a high degrferisk. You should consider carefully the foltoyvrisks, together with all the other
information in this prospectus, including our fircal statements and notes thereto, before you trimesur common stock. If any of the
following risks actually materializes, our operainesults, financial condition and liquidity coubé materially adversely affected. As a res
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 forelesfaiture. In May 2015, the FDA
approved our PMA to market Senza in the UnitedeStatVe expect to continue to incur losses as wd buir U.S. commercial sales force and
ramp up our commercial launch in the United Staesyell as continue to investigate the use oftft0 therapy to treat other chronic pain
conditions. We incurred net losses of $33.8 milléon $30.7 million for the six months ended June2BA5 and the year ended December 31,
2014, respectively, and as of June 30, 2015 owmagtated deficit was $155.8 million. Our prior lesscombined with expected future losses,
have had and will continue to have, for the forabémfuture, an adverse effect on our stockholdegaity and working capital. If our revenue
grows more slowly than we anticipate, or if our igtig expenses are higher than we expect, we mialgenable to achieve profitability and
our financial condition could suffer. Even if wehieve profitability in the future, we may not bdeablo sustain profitability in subsequent
periods.

We are substantially dependent on market acceptaincie United States for our HF10 therapy, and tfi@lure of our HF10 therapy to
gain such market acceptance would negatively impagt business

Since our inception, we have devoted substantadllgf our efforts to the development and commeiasion of Senza and HF10 therapy
for the treatment of chronic leg and back painnfrinception through June 30, 2015, our total reeemas $103.0 million and was derived
nearly entirely from sales of Senza in Europe andtfalia. We have incurred and will in the futumeur significant costs, including costs to
build our sales force, in order to continue outidiaunch in the United States. If we are undblachieve significant market acceptance in the
United States, our results of operations will beeagely affected as the United States is expectbe the principal market for this product.
Because we do not have any other products currentigvelopment, if we are unsuccessful in comnadimng Senza or are unable to market
Senza as a result of a quality problem, failure#ntain or obtain additional regulatory approvalsexpected or serious complications or o
unforeseen negative effects related to our HF1@pyeor the other factors discussed in these &stofs, we would lose our only source of
revenue, and our business will be materially adhgraffected.
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We may in the future become involved in lawsuitspimtect or enforce our intellectual property, whicould be expensive and time
consuming, and ultimately unsuccessful, and coukekult in the diversion of significant resources,dteby hindering our ability to effective
commercialize our existing or future products. Iferare unable to obtain, maintain, protect, and ente 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 abiliseture effective patent protection for our progatd 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 costsweahave incurred, which would
adversely affect our ability to compe

» Patents may not issue from any of our currentlydpemnor future patent applicatior

» 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

» Even if our patents are determined by a caubet valid and enforceable, they may not be draftadterpreted sufficiently broadly
to prevent others from marketing products and ses/similar to ours or designing around our patdéfas example, third parties
may be able to make systems or devices that afasim 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 issudens 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 pateelevant to our technology of which we areawware. 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 apptios may have priority over our patent appliaaior 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 thimited States. There may be prior public disclostinat 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 UrStatks 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 temtdaws 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 legadns 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¢toiperty 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 prégmieights 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 prod
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features, which could reduce demand for our praduntaddition, we may need to defend our patents third-party challenges,
including interferences, derivation proceedingsexamination proceedings, post-grant review, iptates review, third-party
submissions oppositions, nullity actions, or otbatent proceedings. For example, two of our cortgrstiBoston Scientific
Neuromodulation Corporation, and Medtronic, Inayé filed oppositions in the European Union witbpect to certain of ot
patents. In addition, on May 14, 2015, Boston SdierNeuromodulation Corporation filed with the BSO two petitions for inter
partes review challenging the validity of our UPtent No. 8,359,102. We may also need to initidtengement claims or
litigation. Adverse proceedings such as litigatiwrthallenges to the validity of our patents carxgensive, time consuming and
may divert the efforts of our technical and manag@ersonnel, which could in turn harm our busimneghether or not we receive a
determination favorable to us. In addition, in affihgement or other adverse proceeding, a couyt deaide that the patent we s¢
to enforce is invalid or unenforceable, or may sefto stop the other party from using the technoligssue on the grounds that
patent in question does not cover the technologpuastion. An adverse result in any litigation ovgeeding could place one or
more of our patents at risk of being invalidatedieipreted narrowly or found unenforceable. Someuofcompetitors may be able
to devote significantly more resources to intellatproperty litigation, and may have significarttipader patent portfolios to as:
against us, if we assert our rights against thamthEr, because of the substantial discovery reduir connection with intellectual
property litigation, there is a risk that some af confidential information could be disclosed timarwise compromised during
litigation.

« We may not be able to accurately estimate otrobour future operating expenses in relationltaining, enforcing and/or
defending intellectual property, which could leadcash shortfalls. Our operating expenses mayudietsignificantly in the future
as a result of the costs of preparing, filing, pmging, defending and enforcing patent claimsa@thdr 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 manufactse, 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.”

We must demonstrate to physicians the merits of bllF10 therapy compared to those of our competitors.

Physicians play a significant role in determinihg tourse of a patient’s treatment and, as a re¢baltype of product that will be used to
treat a patient. As a result, our success dep@emtizge 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 ourgetitors’ SCS systems for use in
treating patients with chronic leg and back paiocéptance of our HF10 therapy depends on edugaliysjcians as to the distinctive
characteristics, perceived benefits, safety, ehsseand cost-effectiveness of Senza as comparear icompetitors’ SCS systems, and
communicating to physicians the proper applicatbour HF10 therapy. If we are not successful inwiacing physicians of the merits of our
HF10 therapy or educating them on the use of Seheg,may not use Senza and we may be unablereaise our sales, sustain our growth or
achieve profitability.

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

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

In order to successfully commercialize Senza inthed States, we must build a substantial disat#s force. As we initiate our
commercial launch and increase our marketing effove will need to retain, develop and grow the benof direct sales personnel that we
employ. We intend to continue to make a signifidamestment
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in recruiting and training sales representativasdimical representatives as we ramp up our cori@daunch in the United States. There is
significant competition for sales personnel exparés in relevant medical device sales. Once hihedltraining process is lengthy because it
requires significant education for new sales regmesgives to achieve the level of clinical competewith our products expected by physicie
Upon completion of the training, our sales repréa@res typically require lead time in the fieldgmow their network of accounts and achieve
the productivity levels we expect them to reachny individual territory. Furthermore, the use af products often requires or benefits from
direct support from us. If we are unable to attrawdtivate, develop and retain a sufficient numifequalified sales personnel, and if our sales
representatives do not achieve the productivitglewe expect them to reach, our revenue will mowvgat the rate we expect and our financial
performance will suffer. Also, to the extent weehjrersonnel from our competitors, we may have tib uvdil applicable non-competition
provisions have expired before deploying such persbin restricted territories or incur costs tlmoate personnel outside of such territories,
and we have been in the past, and may be subjédire allegations that these new hires have baproperly solicited, or that they have
divulged to us proprietary or other confidentigbirmation of their former employers. Any of thesgks 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 expeatt &is we continue our commercial launch in the édhftates our competitors will take
aggressive action to protect their current marksitpn. For example, in May 2015, one of our pipat competitors, Boston Scientific
Neuromodulation Corporation, filed with the USPTtpetitions for inter partes review challenging thalidity of our U.S. Patel
No. 8,359,102. We will face significant competitimnestablishing our market share in the UnitedeStand may encounter unfores
obstacles and competitive challenges in the Urstadties.

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 relutdgant 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 Adminisaition 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. Further, we may be able to obtain required
regulatory approvals to expand the indications fathich we may market and sell Senza.

The FDA requires manufacturers of medical devioawaintain regulatory approval by filing timely @ts and complying with numerc
regulations. There can be no assurance that agpeiVbe 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 guidelinesFDA and other agencies to maintain our PMA apal; and

» the manufacturing process and facilities we use nuyneet applicable requirements to maintain ddARpproval.
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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 coulduksn unexpected and significant costs for us emdsume management’s time and
other resources. The FDA could ask us to improvaugment manufacturing processes, collect and gead@ata 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 gadsties or lack of effectiveness. If we are unablebtain and maintain the necessary
regulatory approvals, our financial condition mayduversely affected, and our ability to grow dammally and internationally would likely be
limited.

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 refrgatbronic migraine. We will likely need to
conduct additional clinical studies in the futupestipport approval for these new indications. Semag not be approved for these additional
indications.

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

An important part of our sales process includesthgcation of physicians on the safe and effeatseeof our HF10 therapy and Senza,
particularly because Senza and high frequency neadalation treatment is relatively new as compaoeeisting low frequency traditional
SCS systems. In addition, we will need to spendtsuittial 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 experiedifBsulties during an initial procedure or othesei that physician may be less likely to
continue to use our product or to recommend ith@iophysicians. It is critical to the success wf commercialization efforts to educate
physicians on the proper use of Senza, and to geedhiem with adequate product support during dinicocedures. It is important for our
growth that these physicians advocate for the litsnaffour products in the broader marketplacghlysicians 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, magéective, less costly, easier to use
otherwise more attractive than Senza, our businest be adversely impacted.

The medical device industry is highly competitivelsubject to technological change. Our successriksp in part, upon our ability to
establish a competitive position in the neuromaiittiemarket by securing broad market acceptancaiofHF10 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 shardelive that the primary competitive factors in tleairomodulation market are
demonstrated clinical effectiveness, product safefjability and durability, ease of use, prodsepport and service, minimal side effects and
salesforce experience and relationships. We fapefigsiant 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 estblished 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 raétrgipatients for a randomized clinical
trial of a high-frequency SCS therapy. In additiothese major competitors, we may also face catmgefrom other emerging competitors
and smaller companies with active neuromodulatistesn development programs that may emerge inutinesf,. Many of the companies
developing or marketing competing products enjoyess advantages over us, including:

e more experienced sales forc

e greater name recognitio
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* more established sales and marketing programsiatribdtion networks
» earlier regulatory approve
» long established relationships with physicians laospitals;

« significant patent portfolios, including issudds. and foreign patents and pending patent agtjits, 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 compesitnd/or their technolog

» demonstrated ability to develop product enhancesnamtl new product offering

» established history of product reliability, safetyd durability;

« the ability to offer rebates or bundle multiple ot offerings to offer greater discounts or inces;
« greater financial and human resources for prodeetlbpment, 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 apgjy 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 fiemmapetition in recruiting and retaining
qualified sales, scientific, and management pemprstablishing 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 recently initiatecommercial sales 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 caisgd of the 28 Member States
of the European Union (EU), plus Norway, Liechtenstand Iceland. It was also approved by the Aliatiidherapeutic Goods Administration
(TGA), in 2011. In May 2015, the FDA approved obA&to market Senza in the United States, and als,sue have just recently launched
sales in the United States. As a result, we hdireied history of commercializing our product gealty and limited history of selling Senza in
the United States. We also have limited experiemzmging in commercial activities and limited ebshied relationships with physicians and
hospitals as well as third-party suppliers on wheendepend for the manufacture of our product. Asrganization, we have only just recently
commercially launched a product in the United Statemmenced a sales representative training progral conducted a launch of a similar
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 gairderaaarket acceptance in the countries in whicthawe already begun to commercialize
Senza or successfully commercialize it in the Whi¢ates for a number of reasons, including:

» established competitors with strong relationshifik wustomers, including physicians, hospitals #midi-party suppliers

» 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 ofaltomponents 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

36



Table of Contents

» the introduction and market acceptance of new, rafieetive or less expensive competing productstaalnologies

Moreover, physicians and hospitals may not perctigebenefits of our products and may be unwiltimghange from the SCS devices
they are currently using. Communicating the besditSenza and HF10 therapy to these physiciand@spltals requires a significant
commitment by our marketing team and sales orgtaizaPhysicians 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 recommeraetifrom other physicians that our product
is effective. We cannot predict when, if ever, pbigss and hospitals may adopt use of our prodiate are unable to educate physicians and
hospitals about the advantages of our HF10 themagySenza, do not achieve significantly greateketacceptance of our product, do not
gain momentum in our sales activities, or failignicantly grow our market share, we will not akle to grow our revenue and our business
and financial condition will be adversely affected.

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

Our revenue has increased from $18.2 million ferytbar ended December 31, 2012 to $23.5 millionHeryear ended December 31,
2013 to $32.6 million for the year ended Decemtier2®14 on the basis of our sales of Senza in Euaogd Australia; however, we do not
expect to continue this rate of revenue growtthase 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 markéfsrdsignificantly from the U.S. market, includiras a result of differences in payor systems,
competitive dynamics, market size, and patientrneat regimens. As a result of the differencesi@sé markets, you should not compare our
financial results in the international market ty @otential future results in the U.S. market noodd you rely on our past results as an
indication of our future performance.

Our success depends on physicians’ use of our HEi€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 is limited evidence supporting efficacy of tradi@i$SCS 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 eghand back pain. However, we may face challengasincing physicians, many of whom
have extensive experience with competitors’ SCHyets and established relationships with other @nigs, to appreciate the benefits of
HF10 therapy and, in particular, its ability toatdéack pain as well as leg pain, and adopt itrEatment of their patients. If Senza is unable to
gain acceptance by physicians for the treatmehaok pain, our potential to expand the existingrowdulation market will be significantly
limited and our revenue potential will be negatviehpacted.

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®6ife we only began commercializing Senza inteamaly in 2010. Because we
have a limited commercial track record compareoulocompetitors and Senza has been implanted ienpafor less than five years, physici
may be slower to adopt or recommend Senza. Fusiligle we believe our international commercial exgeece 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 unexpectsérious complications or other unforeseen megyaffects. Such results would likely
slow the adoption of Senza and significantly redogesales, which would harm our business and adlyeaffect our results of operations.

37



Table of Contents

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

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 repressubstantially all of our revenue from Senza sdte2010, we began selling Senza in
the EEA through distributors and, in August 201&,lvegan selling Senza in Australia through our ealas force and distributors. As of
June 30, 2015, we sell Senza directly in AustngitZrland, United Kingdom, Sweden, Australia, Beig, Luxembourg, Norway and
Germany and through distributors and agents lodatdte Netherlands, Spain, Italy, Slovakia, Turkéywait and Ireland. The sale and
shipment of Senza across international bordensetlsas the purchase of components from internatienurces, subject us to U.S. and foreigr
governmental trade, import and export, and cust@gslations and laws.

Compliance with these regulations and laws is g@stll exposes us to penalties for non-complianteer@aws and regulations that can
significantly impact us include various anti-brippdéaws, including the U.S. Foreign Corrupt Pradiéet, as well as export controls laws. Any
failure to comply with applicable legal and regolgtobligations 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 ourilgigors 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
e pricing pressure that we may experience internatipr

» 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 diyeatisorb medical costs
that may necessitate the reduction of the sellitgep of Senze

e competitive disadvantage to competition with estileld business and customer relationst

» the imposition of additional U.S. and foreign gaveental 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 compsa

* longer payment cycle:

» difficulties in maintaining consistency with outténnal guidelines
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» difficulties in enforcing agreements and collectiegeivables through certain foreign legal syste
» the imposition of costly and lengthy new exporelising requirement

» the imposition of U.S. or international sanno@against a country, company, person or entith whom we do business that would
restrict or prohibit continued business with thecieoned country, company, person or entity;

» the imposition of new trade restrictior

If we experience any of these risks, our saleomUd.S. jurisdictions may be harmed and our resfltsperations would suffer.

We are dependent upon third-party manufacturers asuppliers, 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 mactifee and assemble certain components of Senza.

Our suppliers may encounter problems during manwuifig for a variety of reasons, including, for exae, failure to follow specific
protocols and procedures, failure to comply witplegable legal and regulatory requirements, equiptnealfunction and environmental
factors, failure to properly conduct their own mesis affairs, and infringement of third-party itgefual property rights, any of which could
delay or impede their ability to meet our requiretse 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 ctimybusiness with u

e we may not be able to obtain an adequate supgtimely 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
United States or international marke

* we may have difficulty locating and qualifying atltative suppliers

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

e one or more of our sole- or single-source seppimay be unwilling or unable to supply composeitSenza, or may supply
products that do not conform with our product reguoients

» other customers may use fair or unfair negotiatémics and/or pressures to impede our use ofupplier;

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

« our suppliers may encounter financial or otgsiness 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 establadditional or alternative suppliers for commdizéion 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 obtainingguots from our third-party suppliers, or our inéiito obtain products from qualified
alternate sources at acceptable prices in a timalyner, could impair our ability to meet the demahdur customers and cause them to switc
to competing products. Given our reliance on cerséngle-source suppliers, we are especially suidepo supply shortages because we do
not have alternate suppliers currently available.
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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 otlhvstomers.

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 comgets 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 theg@ired commercial quantities of materials, or #eel of services we require, on a timely
basis and at commercially reasonable prices, anargv@nable to find one or more replacement suggpdiapable 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\iénro and Senza brands is critical to achievingesjtead acceptance of HF10 therapy,
particularly because of the highly competitive mataf 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 pain. Given the established nature of our @itgss, and our lack of full commercializationthre United States, it is likely that our future
marketing efforts will require us to incur signdiat additional expenses. These brand promotionites may not yield increased sales and,
even if they do, any sales increases may not dffigeéxpenses we incur to promote our brand. Ifaleo 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 mana€turing cost of Senza.

Currently, the gross profit generated from the sél8enza is not sufficient to cover our operagmgenses. To achieve our operating anc
strategic goals, we need to, among other thingsioethe per unit manufacturing cost of Senza. G&mnot be achieved without increasing the
volume of components that we purchase in ordeske idvantage of volume based pricing discounfsrawe manufacturing efficiency or
increase our volume to leverage manufacturing mamttcosts. If we are unable to improve manufaguefficiency and reduce manufacturing
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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 ocweref one or more factors that negatively imphetrhanufacturing or sales of Senza or
reduce our manufacturing efficiency may prevenfros achieving our desired reduction in manufacigicosts, which would negatively affi
our operating results and may prevent us fromrattgiprofitability.

If third -party payors do not provide adequate coverage arcthbursement 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 internatigoeaernment health administrative
authorities, private health insurers and other wigdions adequately cover and reimburse custofoetke 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 coueral 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 usingagand 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 3@&®gures using Senza, if approved, would be adelgudescribed by existing CPT,
HCPCS Il and ICD-9-CM codes for the implantatiorspfnal cord stimulators and related leads perfdrinevarious sites of care, some of our
target customers may be unwilling to adopt Senza more established or lower cost therapeuticradtéeres 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,olifgould 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 anthikmrirsement 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, ontaigied if obtained.

Reimbursement systems in international markets signyificantly by country and by region within someuntries, 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. Furth®eny international markets have government-meghdagalthcare 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 reisgrner
is not available for our current or future produatseither the United States or internationalhe tlemand for our products and our revenues
will be adversely affected.

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

We have been growing rapidly in recent periodslzanke a relatively short history of operating a®amercial company. As an
organization, we have only just recently commelgi@unched a product in the United States, commeércsales representative training
program and conducted a launch of a similar expesitee. A commercial launch and training progranthdf size is a significant undertaking
that requires substantial financial and managesgburces. We intend to continue to grow and mageence periods of rapid growth and
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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.

To achieve our revenue goals, we must successfidigase manufacturing output to meet expectedmestdemand. 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 delaysaauct availability and increases in expenses. gush delay or increased expense could
adversely affect our ability to generate our rexenu

Future growth will also impose significant addedpensibilities on management, including the neddeatify, 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, the hospital facilities where these physictreat patients typically require us to
enter into purchasing contracts. This process edergthy and timeonsuming and require extensive negotiations anthgement time. In tl
EU, from time to time certain institutions require to engage in a contract bidding process in\tkatehat such institutions are considering
making purchase commitments that exceed specifistithresholds, which vary by jurisdiction. Theseggsses are only open at certain pe
of time, and we may not be successful in the bigigirocess. If we do not receive access to hodpitdities via these contracting processes or
otherwise, or if we are unable to secure contractender successful bids, our sales may decrembewn operating results may be harmed.
Furthermore, we may expend significant effort iasth time-consuming processes and still may notrohtpurchase contract from such
hospitals.

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

We depend in part on medical device distributorgtie marketing and selling of our products in @erterritories in Europe. We depend on
these distributors’ efforts to market our produgts, we are unable to control their efforts comglietThese distributors typically sell a variety
of other, non-competing products that may limit tagources they dedicate to selling Senza. Iniaddive are unable to ensure that our
distributors comply with all applicable laws regagithe sale of our products. If our distributoad fo effectively market and sell Senza, in full
compliance with applicable laws, our operating ltssand business may suffer. Recruiting and retgigjualified third-party distributors and
training them in our technology and product offgriequires significant time and resources. To dgvahd expand our distribution, we must
continue to scale and improve our processes armbguoes that support our distributors. Furthespif relationship with a successful distrib
terminates, we may be unable to replace that kigtsr without disruption to our business. If wd faimaintain positive relationships with our
distributors, fail to develop new relationshipstwither distributors, including in new markets| faimanage, train or incentivize existing
distributors effectively, or fail to provide didtdtors with competitive products on attractive teyior if these distributors are not successful in
their sales efforts, our revenue may decrease andperating results, reputation and business redyabmed.

We may face product liability claims that could rgsin 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 insurandeigs may not be adequate and one or r
successful claims brought against us may have a
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material adverse effect on our business and resttiperations. For example, the U.S. Supreme Geugntly declined to hear an appeal wl
the U.S. Court of Appeals for the Ninth Circuitedlthat the 1976 Medical Device Amendments to #eeFal Food, Drug and Cosmetic Act
did not preempt state laws in a product liabiliase involving a medical device company. If otharrt®in the United States adopt similar
rulings, we may be subject to increased litigatisk in connection with our products. Product llapiclaims could negatively affect our
reputation, continued product sales, and our ghiitobtain and maintain regulatory approval for 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 otmduicts 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. €lihtesting 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 following:

» 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 clistudy on hold

» patients do not enroll in, or enroll at a lowetertdiian we expect, or do not complete a clinicalyt
» patients or investigators do not comply with stpdgtocols;
» patients do not return for pr-treatment follov-up at the expected rai

e patients experience serious or unexpected adwde effects for a variety of reasons that ntayiay 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

e sites participating in an ongoing clinical studytiwdiraw, requiring us to engage new si
» difficulties or delays associated with establishamglitional clinical sites

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

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

» regulatory inspections of our clinical studi@snanufacturing facilities require us to undertakerective action or suspend or
terminate our clinical studie

e changes in federal, state, or foreign governmestédites, regulations or policie
e interim results are inconclusive or unfavorablécaisnmediate and lor-term safety or efficacy
» the study design is inadequate to demonstrateysafiek efficacy; o
» the statistical endpoints are not r
Clinical failure can occur at any stage of theitestOur clinical studies may produce negativenaonclusive results, and we may dec
or regulators may require us, to conduct additiatialcal or nonelinical studies in addition to those we have pkthrOur failure to adequate

demonstrate the safety and effectiveness of aoyioflevices would prevent receipt of regulatonadamce or approval and, ultimately, the
commercialization of that device or indication fwe.
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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 dadéagrated at the applicable clinical trial sitehe
utility of the clinical trial itself. Principal in@stigators for our clinical trials may serve a®stific 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 affectgérpretation 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 FDA refusing to accept the data as
support for our future applications. Any such dedayejection could prevent us from commercializamy of our products currently in
development.

Even if our products are approved in the UnitedeStaAustralia and the EEA, comparable regulatatharities of additional foreign
countries must also approve the manufacturing asudketing of our products in those countries. Appitgwocedures 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 recrusind hire new employees, our operations and finaraesults 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 siigant 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 pricethe shares or the exercise prices of the options,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 abilitetain 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 lawsuit against one of our employeésgaig that the employee cannot work for us withioavitably disclosing Boston Scientific’s
proprietary information. Although we are not a gdd this lawsuit, it has impeded our ability tdiaé this employee. It is likely that we will
experience similar aggressive tactics by our coitgustas they seek to protect their market positp@mnticularly as 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 20tler the credit facility. In December 2014, wevd down $20.0 million under this
facility.
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Our credit facility also contains various covenaht limit our ability to engage in specified typef transactions. Subject to limited excepti
these covenants limit our ability to, among otlnengs:

» 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 andhades)

* merge, consolidate or liquidate; a

* enter into certain transactions with our affilial

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, $30.0lmit in 2016, $40.0 million in 2017, $50.0 million 2018 and $70.0 million in 2019. The
covenants in our credit facility may limit our ahjlto take certain actions and, in the event thatreach 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, serviteriuptions, 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 psea@nd 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 mgamtee information technology systems to recordcpss, and summarize financial
information and results of operations for intemredorting purposes and to comply with regulatoinyaricial reporting, legal, and tax
requirements. Our information technology systeroses of which are managed by third-parties, mayuseeptible 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 failteteecommunication 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 propertyplites, 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 suffignificant litigation regarding patent
rights occurs in the medical industry. Whether teeror 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 mdmgantial investments in patent portfolios antheting technologies, may have applied
for or obtained or may in the future apply for aidain,
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patents that will prevent, limit, or otherwise irieze with our ability to make, use, sell, and/gpert our products. For example, our major
competitors, Medtronic, Inc., Boston Scientific oration, and St. Jude Medical, Inc., each haveifiignt patent portfolios covering syster
subsystems, methods, and manufacturing processese thagpetitors may have one or more patents fortwifiey can threaten and/or initi
patent infringement actions against us and/or drupthird-party suppliers. Our ability to defeadrselves and/or our third-party suppliers
may be limited by our financial and human resourttes availability of reasonable defenses, andittimate acceptance of our defenses by the
courts or juries. Further, if such patents are sssfully asserted against us, this may result iadMerse impact on our business, including
injunctions, damages, and/or attorneys’ fees. Riora to time and in the ordinary course of businessmay develop noninfringement and/or
invalidity positions with respect to thingarty patents, which may or not be ultimately afjated as successful by a judge or jury if suclemtz
were asserted against us.

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 peezkinfringers could also provoke these partiessee 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. We mayddscome involved in disputes with
others regarding the ownership of intellectual proyprights. For example, we jointly develop inéellual property with certain parties, and
disagreements may therefore arise as to the owipaykthe intellectual property developed pursuarthese relationships. If we are unable to
resolve these disputes, we could lose valuabldéntgal property rights.

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

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

* obtain a license from the intellectual propemyner to continue selling, making, exporting, sing products, which license may
require substantial royalty payments and may naMaélable on reasonable terms, or at

» incur significant legal expense

e pay substantial damages or royalties to thgypenose intellectual property rights we may berfddo be infringing, potentially
including treble damages if the court finds that ithfringement was willful

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

» pay the attorney fees and costs of litigation ®ghrty whose intellectual property rights we mayfdund to be infringing

» find non-infringing substitute products, whicbuld be costly and create significant delay duthéoneed for FDA regulatory
clearance

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

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

From time to time, we may be subject to legal pediiegs 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 tezdirind management personnel from their normabrespilities. In addition, there could be
public announcements of the results of hearingsiom® or other interim proceedings or developmaeants, if securities analysts or investors
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perceive these results to be negative, it coule lzamaterial adverse effect on the price of ourmmomstock. 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 bahle& to commercialize one or
more of our products, all of which could have aenat adverse effect on our business, results efatpns 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 reputdgorther, as the number of participants ir
the neuromodulation industry grows, the possibiityntellectual property infringement claims agsins increases.

In addition, we may indemnify our customers, sugrgliand international distributors against claiglating to the infringement of the
intellectual property rights of third parties rétaf to our products, methods, and/or manufactupigesses. Third parties may assert
infringement claims against our customers, supglier distributors. These claims may require ugit@ate 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 customemgliers, or distributors or may be required tcaidticenses 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 invergionother matters of inventorship with respeauo patents or patent applications. An
unfavorable outcome in these or any other sucheaaiogs could require us to cease using the refatdhology or to attempt to license rights
to it from the prevailing party. Our business cobé&harmed if the prevailing party does not offeaudicense on commercially reasonable
terms, if any license is offered at all.

We may also become involved in other proceedingsh sis re-examination or opposition proceeding®réehe USPTO or its foreign
counterparts relating to our intellectual propeamtythe intellectual property rights of others. Tefoour competitors, Boston Scientific
Corporation, and Medtronic, Inc., have filed optiosis in the European Union with respect to certdiour patents. In addition, on May 14,
2015, Boston Scientific Neuromodulation Corporatiited with the USPTO two petitions for inter pateeview challenging the validity of our
U.S. Patent No. 8,359,102. We do not anticipatevileawill have a final result in the USPTO for aa$t 12 to 18 months. However, defending
our position in these proceedings will require ngemaent’s time and attention, as well as finanasts. An unfavorable outcome in this inter
partes review could cause us to lose certain viduatellectual property rights. Given the compe&tenvironment in which we operate, we
expect additional challenges to our intellectualpgarty portfolio as we commence commercializatibBenza in the U.S. An unfavorable
outcome in these or any other such proceedingsl@aulse us to lose valuable intellectual propégtyts and/or be unable to enforce our
intellectual property rights.

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. Qtre®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 delprovisions that affect the way patent
applications are prosecuted, redefine prior ar; 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 the
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operation of our business. The LeaBmith Act and its implementation could increaseuheertainties and costs surrounding the prosatuti
our patent applications and the enforcement ondefef our issued patents, all of which could haweaterial adverse effect on our business
and financial condition.

In addition, patent reform legislation may pashia future that could lead to additional unceriamaind increased costs surrounding the
prosecution, enforcement and defense of our patemtapplications. Furthermore, the U.S. Supremeat@mnd the U.S. Court of Appeals for
the Federal Circuit have made, and will likely dong 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 interpretaiopatent laws or changes to patent laws that tligtenacted 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 agesicénd 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 onbusiness.

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 wobdprohibitively expensive. The
requirements for patentability may differ in centabuntries, particularly developing countries, #melbreadth of patent claims allowed can be
inconsistent. In addition, the laws of some foreignntries may not protect our intellectual propeights to the same extent as laws in the
United States. Consequently, we may not be abpeeteent third parties from practicing our invensan all countries outside the United Sta
Competitors may use our technologies in jurisdictizvhere 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 matyheosufficient to terminate infringing
activities.

We do not have patent rights in certain foreignntoes in which a market may exist. Moreover, irefgn jurisdictions where we do ha
patent rights, proceedings to enforce such rightsdcresult in substantial costs and divert ouoreéfand 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 oumpeditive position in the international market
would be harmed.

If we fail to comply with our obligations under ouexisting intellectual property license with the a Foundation or under future licens
agreements, we could lose license rights that an@artant 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, anéweect that future license agreements will impwaepus diligence, royalty, insurance
and other obligations on us. For example, the Mayo
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License requires that we continue to use comméyaihsonable efforts to commercialize productsiporating the technology we license i
to satisfy other specified obligations, includifg fpayment of royalties on the sales of such prsdifove fail to comply with our obligations
under the Mayo License or future license agreemémscounterparty to the license may have the tgterminate such license. We do not
believe a termination of the Mayo License woulddan adverse impact on our ability to commercigfieaza due, in part, to our proprietary
patent rights; however, if the Mayo Foundation teates the license, we may be subject to dispultiistiem that could be costly and time-
consuming. Further, if any future licenses we eimtir are terminated, we may need to negotiate asrenginstated licenses with less favorable
terms, and we could lose access to critical tedgyotelated to our existing or future products.

We may be subject to damages resulting from clathet we or our employees have wrongfully used asalibsed 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®gse competitors), which include
Boston Scientific Corporation, Medtronic, Inc. a&d Jude Medical, Inc. Although we have procedurgsace 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 agsed an employee to breach the terms of his ardrecompetition or non-solicitation
agreement, or that we or these individuals hawagvartently 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 thegesIEven if we are successful in
defending against these claims, litigation coukltein 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 teclogies or features that are important or essetttialir products would have a material
adverse effect on our business, and may prevenbmsselling our products or from practicing ouopesses. 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 couddniper or prevent our ability to
commercialize our products, which could have aressk 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 naseognition in our markets o
interest and our business may be adversely affected

Our registered or unregistered trademarks or tinatiees may be challenged, infringed, circumventediaded generic or determined tc
infringing on other marks. We may not be able tt@ct our rights in these trademarks and trade sawigich we need in order to build name
recognition with potential partners or customersiin markets of interest. In addition, third pasti@ve registered trademarks similar and
identical to our trademarks in foreign jurisdictsprnd may in the future file for registration ath trademarks. If they succeed in registerin
developing common law rights in such trademarkd,ibwe were not successful in challenging suchdtpiarty rights, we may not be able to
use these trademarks to market our products iretbesntries. In any case, if we are unable to &stabame recognition based on our
trademarks and trade names, then we may not becbtenpete effectively and our business may bealy 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 protectionae rely on trade secrets, including unpatentexshvknow, technology and other
proprietary information, to maintain our competgtigosition. 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 veratavsy former or current employees. We
also enter into confidentiality and
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invention or patent assignment agreements wittemployees and consultants. Despite these effatgever, any of these parties may breach
the agreements and disclose our trade secretsth@dumpatented or unregistered proprietary infélonaand once disclosed, we are likely to
lose trade secret protection. Monitoring unauthexfimses and disclosures of our intellectual prgpswdifficult, and we do not know whether
the steps we have taken to protect our intellegitaberty will be effective. In addition, we maytr® able to obtain adequate remedies for ar
such breaches. Enforcing a claim that a partyallgglisclosed or misappropriated a trade secrdifficult, expensive and timeensuming, an
the outcome is unpredictable. In addition, sometsdnside and outside the United States are ldagwor unwilling to enforce trade secret
protection.

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 inteltéual property rights, design around our protetéetinology, or develop their own competit
technologies that fall outside of our intellectpabperty rights. In addition, our key employeeqysudtants, suppliers or other individuals with
access to our proprietary technology and know-h@y mcorporate that technology and know-how intojgets and inventions developed
independently or with third parties. As a resuispdites may arise regarding the ownership of tbpntary rights to such technology or know-
how, and any such dispute may not be resolvediifiaaar. If any of our trade secrets were to befldly obtained or independently developed
by a competitor, we would have no right to prewemn, or those to whom they communicate it, fromgishat 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 adverselya#d, as could our business.

Risks Related to our Financial and Operating Resu#t
We may be required to obtain additional funds inetffuture, and these funds may not be available ateptable terms or at all.

Our operations have consumed substantial amoumsof since inception, and we anticipate our exgsewnd| increase as we continue to
build a commercial sales force in the United Statesestigate the use of our HF10 therapy for teatment of other chronic pain conditions,
continue to grow our business and continue to apexra a public company. In particular, we belidhag tve will continue to expend substantial
resources for the foreseeable future on the comatigation of Senza in the United States, includsiages 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 includgscassociated with manufacturing
supply as well as marketing and selling Senzaen thited 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 efforfmrticularly in the United States, and
our efforts to develop Senza and our HF10 therapyhie treatment of chronic pain and technology mlementary to our current products. Our
existing resources may not allow us to conducbfathe activities that we believe would be benelfiédr our future growth. As a result, we ir
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 researuth development activities and the growth of owgifiess may be negatively impacted. As a
result, we may be unable to compete effectively.the year ended December 31, 2014, our net cashinoperating activities was
$31.1 million as compared to $21.1 million for tre|ar ended December 31, 2013. For the six monttiscedune 30, 2015, our net cash used i
operating activities was $40.6 million and, asuie) 30, 2015, our working capital was $275.5 milli@ur cash requirements in the future r
be significantly different from our current estirmatand 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 W@nmercial infrastructure and sales force in cotioeavith commercialization
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

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 unablaise funds on favorable terms, or at all.

The sale of additional equity or convertible dedtigities could result in additional dilution toraiockholders. If we borrow additional
funds or issue debt securities, these securitiell dmave rights superior to holders of our commimels and could contain covenants that will
restrict our operations. We might have to obtamd&ithrough arrangements with collaborative pastoenthers that may require us to
relinquish rights to our technologies, product ddates, 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 targuete effectively and the growth of our
business will be harmed.

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 fiu@yuate from quarter to quarter due to, amongist, the following reasons:
« physician and payor acceptance of Senza and ou0 ktHetapy:

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

» 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

e 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.
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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 contiraie commercial launch of Senza in the
United States, we intend to substantially increagdevels of inventory in order to meet our estimsedemand and, as a result, incur significar
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 thindarty manufacturers exposes us to greater lead fimeeeasing our risk of inventory obsolesce comatpeely. Furthermore
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 #illon, respectively, for the write down of excemsd obsolete inventory. If our estimate
required inventory are too high, we may be expdasddrther inventory obsolesce risk. In the evéuat &2 substantial portion of our inventory
becomes obsolete or expires, or in the event werexge a supply chain imbalance as described alimauld have a material adverse effect
on our earnings and cash flows due to the resuttirsgs associated with the inventory impairmentgésand costs required to replace such
inventory.

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 cliniteese seasonal variations are difficult to predadurately, may vary amongst different
markets, and at times may be entirely unpredictatihéch introduce additional risk into our businesswe rely upon forecasts of customer
demand to build inventory in advance of anticipagetds. 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 currenayctuations, and changes in foreign currency exchangates could impact our results of
operations.

All of our current business is located outsideWimnited States and, as a result, we generate rexarugcur expenses denominated in
currencies other than the U.S. dollar, a majortwbich is denominated in Euros and Australian Bxal In the first half of 2015, and all of
2014 and 2013, nearly all of our total revenue de&sominated in foreign currencies. As a resultngea in the exchange rates between such
foreign currencies and the U.S. dollar could matsrimpact our reported results of operations distbrt period to period comparisons.
Fluctuations in foreign currency exchange rates mgpact the reporting of our receivables and pbasaim non-U.S. currencies. As a result of
such foreign currency fluctuations, it could be endifficult to detect underlying trends in our ess and results of operations. In addition, tc
the extent that fluctuations in currency excharsges cause our results of operations to differ foumexpectations or the expectations of our
investors, the trading price of our common stockldde adversely affected.

In the future, we may engage in exchange rate hgdagtivities in an effort to mitigate the impaétexchange rate fluctuations. If our
hedging activities are not effective, changes imency exchange rates may have a more significap&¢t on our results of operations.
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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. InteRmtenue Code of 1986, as amended, a corporationridargoes an “ownership
change” is subject to limitations on its abilityutilize its pre-change net operating loss (NOLyyarwards and other tax attributes, such as
research and development tax credits to offsetdutaxable income and taxes.

As a result of our June 2015 underwritten publferfig, we have experienced a Section 382 “ownprshange.” We currently estimate
that this “ownership change” will not inhibit oubitity to utilize our NOLs. However, as a resultafy potential future “ownership changes:”
if we do not generate sufficient taxable incoméhia future, we may not be able to utilize a matgriation of our NOLs and tax credits, eve
we achieve profitability. If we are limited in oability to use our NOLs and tax credits in futuesays in which we have taxable income, we
pay more taxes than if we were able to fully uéilzur NOLs and tax credits. This could materiaitd adversely affect our results of
operations. As of December 31, 2014, we had federdlistate NOLs of $108.2 million and $31.7 millioespectively, available to offset futt
taxable income due to prior period losses, whigtoifutilized will begin to expire in 2026 and 208 federal and state purposes, respectivel

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 extengitgl governmental authorities, principally the FRAd corresponding state and fore
regulatory agencies and authorities, such as thiegislative bodies and the EEA Member State Coergéiuthorities. The FDA and other
U.S., EEA and foreign governmental agencies anllcgities 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

e 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 tiidaey 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.
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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 possithil any of these risks materialize, our busingssld be adversely affected.

Our business is subject to extensive governmenggluiation that could make it more expensive and ¢éironsuming for us to bring Senza to
market in the United States and introduce new orgroved products.

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

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

e Medical Device Quality Management System Requirdm@d80 13485:2003

* Occupational Safety and Health Administration regmients; an

» California Department of Health Services requiretag

Government regulation may impede our ability todwoet 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 alyitmasis, if at all. Any delay in obtaining,
or failure to obtain, such approvals could negéfiu@pact our marketing of any future products aaduce our product revenues.

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

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

In September 2012, the European Commission puldliphgposals for the revision of the EU regulataanfework 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 Directivhat must be implemented into national laws, thguRaion would be directly applicable in
all EEA Member States and so is intended to eliteicarrent national differences in regulation ofdical devices.

In October 2013, the European Parliament approyetkage of reforms to the European Commissiorgpgsals. Under the revised
proposals, only designated “special notified botiesuld be entitled to conduct conformity assesstaef high-risk devices, such as active
implantable devices. These special notified bodiéisneed to notify the European Commission whegytheceive an application for a
conformity assessment for a new high-risk devidee European Commission will then forward the nadifion and the accompanying
documents on the device to the Medical Devices @nation Group (MDCG), (a new, yet to be creatamtjyochaired by the European
Commission, and representatives of Member Stabegrf opinion. These new procedures may resuftdreé-assessment of our existing
medical devices, or a longer or more burdensomesasgent of our new products.
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If adopted, the Medical Devices Regulation is expedo enter into force in 2015 and become applkéctivee years thereafter. In its
current form it would, among other things, also as@ additional reporting requirements on manufacsuof high risk medical devices, impose
an obligation on manufacturers to appoint a “qiedifperson” responsible for regulatory compliarez®] provide for more strict clinical
evidence requirements. While we believe that thelivt Device Regulation, if adopted in its curréarm, would likely require reassessmer
Senza, the actual impact on Senza remains uncertéess and until the adoption of a final Medicahize Regulation.

Senza is subject to extensive governmental regafatn foreign jurisdictions, such as Europe, and otgilure 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 whth Essential Requirements and obtain the righffiw the CE Mark to Senza, we must
undergo a conformity assessment procedure, whigasvaccording to the type of medical device asdlassification. 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 conitfpiof its products with the Essential Requirenseatconformity assessment procedure
requires the intervention of a Notified Body, whishan organization designated by a competent atttad an EEA country to conduct
conformity assessments. Depending on the relexanfommity assessment procedure, the Notified Bodylds 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 Essdmiequirements. This Certificate entitles the mawtdrer to affix the CE mark to its medi
devices after having prepared and signed a rel@Beclaration of Conformity.

As a general rule, demonstration of conformity @&fdical devices and their manufacturers with theefssl Requirements must be bas
among other things, on the evaluation of clinicatiedsupporting the safety and performance of thdumts during normal conditions of use.
Specifically, a manufacturer must demonstratetthatdevice 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 tHerpsnce and safety of the device (e.g., produmliag and instructions for use) are
supported by suitable evidence. This assessmeritrauzased on clinical data, which can be obtafreed (1) clinical studies conducted on
devices being assessed, (2) scientific literatige fsimilar devices whose equivalence with the sse 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 fequivalent devices can be justified. The conduc
of clinical studies in the EEA is governed by detiregulatory obligations. These may include #guirement of prior authorization by the
competent authorities of the country in which thalg takes place and the requirement to obtainséipe opinion from a competent Ethics
Committee. This process can be expensive and tamstrning.

In order to continue to sell Senza in Europe, wstrmaintain our CE Mark and continue to comply vaiéntain EU Directives. Our failure to
continue to comply with applicable foreign regutgtoequirements, including those administered ihauties of the EEA countries, could
result in enforcement actions against us, includéfgsal, suspension or withdrawal of our CE Ciedits 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.
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Senza has been approved for marketing in the USitates, CE Marked in the EEA and approved by tBA ih Australia for specific
treatments and anatomies. We may only promote okehthe Senza SCS system for its specifically appd indications as described on the
approved label. We train our marketing and salesefagainst promoting our products for uses outsidiee 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 deemsdb@efiithe product in the n@approved indication as appropriate. There may beeased ris
of injury to patients if physicians attempt to wae product off-label. Furthermore, the use of praduct for indications other than those
approved by the applicable regulatory body mayefi@ctively treat such conditions, which could harar reputation in the marketplace am
physicians and patients.

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 breyome subject to costly litigation by our
customers or their patients. Product liability mlaicould divert management’s attention from oueduusiness, be expensive to defend, and
result in sizable damage awards against us thatnoilye covered by insurance. In addition, if tlBAFdetermines that our promotional
materials, training or physician support activitiesmstitute promotion of an off-label use, it covddjuest that we modify our training,
promotional materials or physician support actgtor subject us to regulatory or enforcement astimcluding the issuance of an untitled
letter, a warning letter, injunction, seizure, tfine or criminal penalties. It is also possibhat other federal, state or foreign enforcement
authorities might take action if they consider business activities to constitute promotion of #rabel use, which could result in significant
penalties, including, but not limited to, criminalyil and/or administrative penalties, damagesedi disgorgement, exclusion from participa
in government healthcare programs, and the curtaitrof our operations. Further, regulators or lagis may also enhance the enforcement
of, and attempt to curtail, any off-label use bysibians of medical devices in the future. Anyledde events could significantly harm our
business and results of operations and causeaak gtice 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 legislagiaverning the advertising and
promotion of medical devices. EEA Member Statediedgion 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 similar igregovernmental authorities have the authoritgetpuire 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. &aumdrs may, under their own initiative, conduptraduct 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 distributooautl occur as a result of component failures, mactufing errors, design or labeling defects o
other issues. Recalls, which include certain ra#ifons and corrections as well as removals, oz&enuld divert managerial and financial
resources and could have an adverse effect onir@auncial condition, harm our reputation with custss) and reduce our ability to achieve
expected revenue.

In addition, the manufacturing of our productsubject to extensive postarket regulation by the FDA and foreign regulatanghorities
and any failure by us or our contract manufactuoersuppliers to comply with regulatory requirenseaduld 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 thehmés used in, and the facilities and controls deedhe design, manufacture,
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quality assurance, labeling, packaging, sterilimgtstorage, shipping, and servicing of medicalais: These regulations are enforced througt
periodic inspections of manufacturing facilitiesnyAmanufacturing issues at our or our suppliergantract manufacturer&cilities, including
failure to comply with regulatory requirements, nragult in warning or untitled letters, manufaatgrrestrictions, voluntary or mandatory
recalls or corrections, fines, withdrawals of regaty clearances or approvals, product seizurgsjdtions, or the imposition of civil or

criminal penalties, which would adversely affect business results and prospects.

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

Under the FDA medical device reporting (MDR), regidns, medical device manufacturers are requoedibmit information to the FC
when they receive a report or become aware thaveel has or may have caused or contributed t@#nde serious injury or has or may ha
malfunction that would likely cause or contributedeath or serious injury if the malfunction wesegécur. All manufacturers placing medical
devices on the market in the EEA are legally bowneport incidents involving devices they prodacesell to the regulatory agency, or
competent authority, in whose jurisdiction the deait occurred. Under the EU Medical Devices Dikexc{Directive 93/42/EEC), an incident is
defined as any malfunction or deterioration in ¢haracteristics and/or performance of a deviceyadkas any inadequacy in the labeling or the
instructions for use which, directly or indirectipjght lead to or might have led to the death p&ent, 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,udirlg 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 redeshproducts. Regulatory authorities may also tk®ns against us, such as ordering recalls,
imposing fines, or seizing the affected productsy Aorrective action, whether voluntary or involanyt, will require the dedication of our time
and capital, distract management from operatingbasiness, 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 purducts, could have a significant adverse impaatuss.

The FDA and similar foreign governmental authositieich as the Competent Authorities of the EEA trsihave the authority to
require the recall of commercialized products ia ¢fvent of material deficiencies or defects in giesir manufacture or in the event that a
product poses an unacceptable risk to health. Matwrfers may, under their own initiative, recgliraduct if any material deficiency in a
device is found. A government-mandated or voluntapall 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 deficienciesiaades. Recalls of any of our products
would divert managerial and financial resourceslaane an adverse effect on our reputation, restitperations and financial condition,
which could impair our ability to produce our prathiin a cost-effective and timely manner in ortdemeet our customers’ demands. We may
also be required to bear other costs or take attt@wns that may have a negative impact on ourdwgales and our ability to generate profits.

We may be subject to federal, state and foreignltiezare 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 directiynfMedicare
Medicaid or other third-party payors for our prothjave are subject to healthcare fraud and abusgaton 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 prolsbamong 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 ongee 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 speaifierit to violate it

57



Table of Contents

» 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 fal 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 knowledgeeasdfdlstatutes or specific intent to violate th

« HIPAA, as amended by the Health InformationAreaogy for Economic and Clinical Health Act of ZOHITECH), and their
respective implementing regulations, which impasguirements on certain covered healthcare provitieath plans and healthc
clearinghouses as well as their business assotieteperform 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 seguwtandards 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 ineladctors, dentists, optometrists, podiatristsaribpractors) 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 acgushisuch data by June 30,
2014. Thereafter, manufacturers must submit refoyrthe 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-ppgyor, including commercial insurers; state lavat tequire device companies to
comply with the industry’s voluntary compliance delines and the relevant compliance guidance prgatedl 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 infdiomerelated to payments and other transfers afevéd physicians and other
healthcare providers or marketing expenditures;stak and foreign laws governing the privacy aaigty 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 enforcebuelies have recently increased their scrt
of interactions between healthcare companies aalihvare providers, which has led to a number eéstigations, prosecutions, convictions
and settlements in the healthcare industry. Respgrid investigations can be time-and resourcewwmirsg 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 otherwige ha adverse effect on our business.
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If our operations are found to be in violation ajaf the laws described above or any other governtat 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, whinbludes, among other things, a deductible 2.3%sexaix on any entity that
manufactures or imports medical devices offered&de 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 Stattes 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 patyadeisory board and payment
system reforms, including shared savings pilots@hdr provisions, may significantly affect the pagnt for, and the availability of, healthcare
services and result in fundamental changes to &&tealthcare reimbursement programs, any of wimai materially affect numerous aspects
of our business.

In addition, other legislative changes have beep@sed and adopted in the United States since @ was 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 targetedtileéduction of at least $1.2 trillion for the ye@013 through 2021, was unable to reach
required goals, thereby triggering the legislatioatutomatic reduction to several government progrdrhis includes aggregate reductions of
Medicare payments to providers of 2% per fiscalyahich went into effect on April 1, 2013, and Wwiégmain 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 Medigagments to certain providers, including hospitals

We expect that additional state and federal heafthreform measures will be adopted in the futamng, 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.

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 naweducts. However, we may not be able to succkgsfevelop 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 perfaméth our products.

The success of any new product offering or enharogémoe an existing product will depend on a nundddactors, 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 agjsréor 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 ofpyaducts; an
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* 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 competitoredéhice 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 devotdbstantial management time as a result of operatiaga public company.

As a public company, we incur significant legalc@anting and other expenses that we did not insar private company. For example,
we are subject to the reporting requirements oSbeurities Exchange Act of 1934, as amended (Xocbdhge Act), and are required to corr
with the applicable requirements of the SarbaneleyOikct of 2002 (the Sarbanes-Oxley Act), and tleel®-Frank Wall Street Reform and
Consumer Protection Act, as well as rules and egiguls subsequently implemented by the SEC anbléwe York Stock Exchange, including
the establishment and maintenance of effectivdatisce and financial controls and changes in cafigogovernance practices. We expect that
compliance with these requirements will increaselegal and financial compliance costs and will makme 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 mattel
devote substantial time to these public companyirements. In particular, we expect to incur sigaifit 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 difiyehe 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 cestsmay incur as a result of becoming a public campa 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 profitabilife 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 directots board committees or as executive officers

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

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

» delays or setbacks in the commercialization of &emzany future product candidat
e announcements of new products by us or our conopgt

» achievement of expected product sales and prdfttgk

» manufacture, supply or distribution shortac

» adverse actions taken by regulatory agencidsnespect to our clinical trials, manufacturinggly chain or sales and marketing
activities;

* our operating result:
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» 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 develajitiahal products

* any intellectual property infringement actions ihigh we may become involve

e announcements concerning our competitors or theéaaledkevice 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 &yt

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

» the loss of any of our key scientific or managenmparsonnel

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 markeepfa stock has been volatile, holders of thatkstmve sometimes instituted securities ¢
action litigation against the issuer. If any of stwckholders were to bring such a lawsuit agaisstve could incur substantial costs defending
the lawsuit and the attention of our managementavbe diverted from the operation of our businegsch could seriously harm our financial
position. Any adverse determination in litigatiaouéd also subject us to significant liabilities.

If securities or industry analysts issue an advermemisleading 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 covessséas an adverse or misleading opinion regardingursusiness model, our intellectual
property or our stock performance, or if our clalitrials and operating results fail to meet thpestations of analysts, our stock price would
likely decline. If one or more of these analystassecoverage 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 definetth@nJOBS Act, and we intend to take advantage rtdiiceexemptions from various
reporting requirements that are applicable to opludlic companies that are not emerging growth amgs 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 ofitigplal nonbinding advisory vote on
executive compensation and stockholder approvahgfgolden parachute payments not previously ajgoroWe cannot predict if investors
will find our common stock less attractive becawsewill rely on these exemptions. If some invesfard 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 are eligible to renaai emerging growth company until
the earlier of (1) the last day of the fiscal y&grfollowing the fifth anniversary of the complati of our IPO in
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November 2014, (b) in which we have total annuakgmrevenue of at least $1.0 billion, or (c) inethive are deemed to be a large accele!
filer, which means the market value of our commimtls that is held by noaffiliates exceeds $700 million as of the priord@@th, and (2) tt
date on which we have issued more than $1.0 bilfiaron-convertible debt during the prior threeyperiod. Based on our market
capitalization as of June 30, 2015, our statushan@erging growth company will cease on DecembgePB15 and we will be required to
comply with, among other requirements, the audittestation requirements of Section 404 for ours2@inual report.

If we are unable to implement and maintain effeativnternal 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 coudd 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-OReyrequires that we evaluate and determine tfez@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 telmar independent registered public accounting fitrast to our internal contr
over financial reporting for so long as we are ererying 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 iatezontrol 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 otiSe04 in a timely manner, if we are
unable to assert that our internal control ovearitial 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 IBEC, or other regulatory authorities,
which could require additional financial and maraget 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 trgghirice of our common stock. As a
result, our stockholders would experience immediétegion upon the purchase of any shares of ourraon stock sold at such discount. In
addition, as opportunities present themselves, @ enter into financing or similar arrangementthim future, including the issuance of debt
securities, preferred stock or common stock. lfiseeie common stock or securities convertible imimmon stock, our common stockholders
would experience additional dilution and, as a ltesur stock price may decline.

Sales of a substantial number of shares of our coomstock in the public market could cause our stqufice 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 resalednrection with our IPO lapse, the trading priceaf common stock could decline. As of
June 30, 2015, we had outstanding a total of apmaely 27.8 million shares of common stock. Ofsthehares, the 8,050,000 shares of our
common stock sold in the IPO and the 5,411,762eshsold by us and certain selling stockholdersiimJone 2015 underwritten public offeri
are freely tradable, without restriction (excepb#tserwise applicable), in the public market.
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In addition, in connection with our June 2015 umdéten public offering, our directors, executiviicers and certain selling
stockholders entered into lock-up agreements waghunderwriters of that offering that will expire &ugust 31, 2015, following which
approximately 9.0 million shares of common stock kg eligible for sale in the public market, sutijo the limitations of Rule 144 under the
Securities Act, to the extent applicable. J.P. Mor§ecurities LLC and Morgan Stanley & Co. LLCthmir sole discretion, may release the
common stock subject to these lock-up agreemerasyatime.

Furthermore, as of June 30, 2015, approximatelyrblléon shares of common stock that are eithefjesttio outstanding options or
reserved for future issuance under our equity itieemplans will become eligible for sale in the palmarket to the extent permitted by the
provisions of various vesting schedules, and Rdlednd 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 enan stock could decline.

The holders of up to approximately 13.5 million gsaof our outstanding common stock as of Jun@@D5 were entitled to rights with
respect to the registration of their shares unftkeiSecurities Act, subject to the loag-agreements described above. Registration oé thiesre
under the Securities Act would result in the shéexoming freely tradable without restriction untter Securities Act, except for shares
purchased by affiliates. Any sales of securitieshise stockholders could have a material advéiset @n the trading price of our common
stock.

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

As of June 30, 2015, our executive officers, dmesitholders of 5% or more of our capital stock Hredr respective affiliates held
approximately 44% of our outstanding voting stothese stockholders will have the ability to inflaerus through this ownership position,
may be able to determine all matters requiringldtoter approval. For example, these stockholderg oe 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 peg®or offers for our common stock that our stoters may feel are in their best interest.

Provisions in our charter documents and under Delare law could discourage a takeover that stockhatdmay 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 acquiretetely or prevent changes in control or changesiimmanagement without the consent of our
board of directors. The provisions in our charecuiments include the following:

» aclassified board of directors with thngear staggered terms, which may delay the abifigtackholders 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 directassetect a director to fill a vacancy created bydkpansion 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 directocémise, and the prohibition on removal
of directors without caus

» the ability of our board of directors to autizerthe issuance of shares of preferred stock@détermine 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
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the required approval of at least 66 2/3% of trerah 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 writsensent, which forces stockholder action to bertaktean annual or special meeting of
our stockholders

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

advance notice procedures that stockholders musplyowith in order to nominate candidates to ouaudloof directors or to propa
matters to be acted upon at a stockholders’ meetihigh may discourage or deter a potential acqdifoon conducting a
solicitation of proxies to elect the acqu’s own slate of directors or otherwise attemptinglitain 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 moréso€apital stock unless the holder has
held the stock for three years or, among otherpiaes, the board of directors has approved thestetion.

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 incorpamaaind amended and restated bylaws provide thatilviedemnify our directors and
officers to the fullest extent permitted by Delaavéaw.

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 servingeptiusiness 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 persaonsdbly believed to be in or not opposed to thé ibesrests of the registrant and,
with respect to any criminal proceeding, had nsoeable cause to believe such pe's conduct was unlawfu

we may, in our discretion, indemnify employaesl agents in those circumstances where indemindfices 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 wispeet 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 pacsons; 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 trom 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 fa@aontinuing commercial launch of Senza in thitddhStates, the continued
development of Senza for additional indications]uding clinical trial activities to potentially @and its indications for use, and for working
capital and general corporate purposes.

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

Not applicable

Item 5. Other Information.
None.
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ltem 6. Exhibits

Exhibit Incorporated by Reference
Number Description of Document Form Date Number Filed Herewith
3.1 Amended and Restated Certificate of Incorporat 8-K 11/22/201. 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
10.1 Offer Letter, dated as of March 30, 2015 and eiffecfpril 9, 2015, by and 8-K 4/9/2015 10.1
between the Company and Doug Alleavi
10.2 Second Amendment to Term Loan Agreement, dated &sne 29, 2015, by X
and between the Company and Capital Royalty Parthé&rP.
31.1 Certification of Chief Executive Officer requiregt Rule 13a-14(a) or X
Rule 15¢14(a).
31.2 Certification of Chief Financial Officer require¢ RRule 13a-14(a) or X
Rule 15¢14(a).
32.1* Certification required by Rule 13a-14(b) or RulaliB4(b) and Section 1350 X
of Chapter 63 of Title 18 of the United States C{®U.S.C. §135C
101.INS  XBRL Instance Documer X
101.SCF XBRL Taxonomy Extension Schema Docum X
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Docuntr X
101.DEF XBRL Taxonomy Extension Definition Linkbase Docum X
101.LAB  XBRL Taxonomy Extension Label Linkbase Docum X
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent X

* 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 aftelatecof this Quarterly Report on Form 10-Q, irresiye 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: August 6, 2015 /s/ MICHAEL DEMANE
Michael DeMane
Chief Executive Officer
(Principal Executive Officer

Date: August 6, 2015 /sl ANDREW H. GALLIGAN
Andrew H. Galligar
Vice President of Finance and Chief Financial GffiPrincipal
Financial and Accounting Office
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Exhibit 10.2
SECOND AMENDMENT TO TERM LOAN AGREEMENT

THIS SECOND AMENDMENT TO TERM LOAN AGREEMENT (thi$Amendment”), dated as of June 29, 2015 (the “Sdcon
Amendment Effective Date”), is made among NEVRO GQR Delaware corporation (the “Borrower”), and fimancial institutions listed on
the signature pages hereof under the heading “LER®Eeach a “Lender” and, collectively, the “Lenslgr

RECITALS

WHEREAS, the Borrower and the Lenders are partiesTerm Loan Agreement dated as of October 244,284 amended by that First
Amendment to Term Loan Agreement, dated as of M&r&015 (as the same may be further amendediedstupplemented or otherwise
modified from time to time, the “Loan Agreement”).

WHEREAS, the parties hereto desire to amend the lA@geement on the terms and subject to the camditset forth herein.

NOW, THEREFORE, in consideration of the mutual agnents, provisions and covenants contained heharparties agree as follows:

SECTION 1 Definitions; Interpretation.

(a) Terms Defined in Loan AgreemerAll capitalized terms used in this Amendment [{igéing in the recitals hereof) and not otherwise
defined herein shall have the meanings assign#tkto in the Loan Agreement.

(b) Interpretation The rules of interpretation set forth in Sectio®3 of the Loan Agreement shall be applicabléni® Amendment and
are incorporated herein by this reference.

SECTION 2 Amendment.

Subject to Section 3 hereof, effective as of theo8d Amendment Effective Date (as defined herind, in reliance upon the
representations and warranties of the Borrowefostt in this Amendment, the Loan Agreement is bgramended as follows:

(a) Section 6.02(a)(ipf the Loan Agreement is hereby amended and relsitafés entirety as follows:
“(i) Borrowing Date. The Borrowing in respect oftlsecond Term Loan shall occur on or prior to Septr 30, 2015.”

1



SECTION 3 Conditions of Effectiveness.

The effectiveness of this Amendment shall be sulgethe following conditions precedent:

(a) Borrower shall have paid Lenders a fully earmah-refundable amendment fee of $50,000 and kha# paid or reimbursed Lenders
for Lenders’ reasonable out of pocket costs an@&es@s incurred in connection with this Amendmemiuiding Lenders’ reasonable out of
pocket legal fees and costs, pursuargeation 12.03(apf the Loan Agreement.

(b) Borrower and all of the Lenders shall have dadgcuted and delivered this Amendment pursuaBettion 12.04f the Loan
Agreement; provided, however, that this Amendmaéatlsave no binding force or effect unless allditions set forth in this Section 3 have
been satisfied.

(c) No Default or Event of Default has occurredsocontinuing or will result after giving effect this Amendment.

(d) There has been no Material Adverse Effect sibeeember 31, 2013.

SECTION 4 Representations and Warranties; Reaffirmaion
The Borrower hereby represents and warrants to leaictier on the date hereof as follows:

(a) This Amendment is within the Borrower’s corpgerpowers and has been duly authorized by all sacggorporate and, if required,
by all necessary shareholder action. This Amendrasteen duly executed and delivered by the Barewd constitutes a legal, valid and
binding obligation of the Borrower, enforceable iaghthe Borrower in accordance with its terms,eptas such enforceability may be limited
by (a) bankruptcy, insolvency, reorganization, niatiam or similar laws of general applicability @éting the enforcement of creditors’ rights
and (b) the application of general principles afigg(regardless of whether such enforceabilitgaasidered in a proceeding in equity or at
law).

(b) No Default or Event of Default exists on theedhereof or will exist immediately after givingedt to this Amendment.

(c) Borrower hereby ratifies, confirms, reaffirnasid acknowledges its obligations under the Loanub@nts to which it is a party and
agrees that the Loan Documents to which it is &ypamain in full force and effect, undiminished ttys Amendment, except as expressly
provided herein. By executing this Amendment, Baepacknowledges that it has read, consulted wsthttorneys regarding, and understand
the Amendment.

SECTION 5 Miscellaneous.

(a) No Waiver. Nothing contained herein shall be deemed to @otsta waiver of compliance with any term or cdiwti contained in th
Loan Agreement or any of the other Loan Documentastitute a course of conduct or dealing ambegoiarties. Except as expressly stated
herein, the Lenders reserve all rights, privileged remedies under the Loan Documents. Except esdad hereby, the Loan Agreement and
other Loan Documents remain unmodified and inffuite and effect. All references in the Loan Docntado the Loan Agreement shall be
deemed to be references to the Loan Agreement esded hereby.



(b) Severabilityln case any provision of or obligation under thimé&nhdment shall be invalid, illegal or unenforcedblany jurisdiction,
the validity, legality and enforceability of thennaining provisions or obligations, or of such psien or obligation in any other jurisdiction,
shall not in any way be affected or impaired thgreb

(c) HeadingsHeadings and captions used in this Amendment (@etuthe Exhibits, Schedules and Annexes heretmy) are included
for convenience of reference only and shall nagiben any substantive effect.

(d) Integration This Amendment, together with the other Loan Dvoents, incorporates all negotiations of the patie®to with respect
to the subject matter hereof and is the final esgiom and agreement of the parties hereto witrerggp the subject matter hereof.

(e) CounterpartsThis Amendment may be executed in any numbeoohterparts, all of which taken together shall titute one and
the same instrument and any of the parties herajoarecute this Amendment by signing any such espatt.

(f) Controlling Provisions In the event of any inconsistencies between theigions of this Amendment and the provisionsrof ather
Loan Document, the provisions of this Amendmentigfmvern and prevail. Except as expressly modifigdhis Amendment, the Loan
Documents shall not be modified and shall remaiiuliforce and effect. This Amendment shall berded a Loan Document.

SECTION 6 GOVERNING LAW; SUBMISSION TO JURISDICTION . This Amendment and the rights and obligationthefpartie
hereunder shall be governed by, and construedciordance with, the law of the State of New Yorkluding Section 5-1401 of the New York
General Obligations Law, and without regard to giptes of conflicts of laws that would result iretapplication of the laws of any other
jurisdiction. The Borrower agrees that any suiticercor proceeding with respect to this Amendmaerdrgy other Loan Document to which it
a party or any judgment entered by any court ipeesthereof may be brought initially in the fedemastate courts in Houston, Texas or in the
courts of its own corporate domicile and irrevogatlbmits to the noexclusive jurisdiction of each such court for thegose of any such st
action, proceeding or judgment. This Section ®iglie benefit of the Lenders only and, as a resalt.ender shall be prevented from taking
proceedings in any other courts with jurisdictidn.the extent allowed by applicable Laws, the Leadeay take concurrent proceedings in
number of jurisdictions.

SECTION 7 WAIVER OF JURY TRIAL . THE BORROWER AND EACH LENDER HEREBY IRREVOCABLY WVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY ANDALL RIGHT TO TRIAL BY JURY IN ANY SUIT, ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS AMENRENT, THE OTHER LOAN DOCUMENTS OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have dulyoeted this Amendment, as of the date first abavien.

THE BORROWER

NEVRO CORP.

By  /s/ Andrew Galligan

Name: Andrew Galligar
Title: Chief Financial Office

[Signature Page to Second Amendment to Term Loarekgent]



THE LENDERS

CAPITAL ROYALTY PARTNERS Il L.P.
By CAPITAL ROYALTY PARTNERS Il GP L.P., its GenerBlartner
By CAPITAL ROYALTY PARTNERS Il GP LLC, its Generd&artner

By /s/ Nathan Hukill
Name: Nathan Hukill
Title:  Authorized Signator

CAPITAL ROYALTY PARTNERS Il - PARALLEL FUND “A” L.P .
By CAPITAL ROYALTY PARTNERS Il — PARALLEL FUND “A”GP L.P., its General Partner
By CAPITAL ROYALTY PARTNERS Il — PARALLEL FUND “A”GP LLC, its General Partner

By /s/ Nathan Hukill
Name: Nathan Hukill
Title:  Authorized Signator'

PARALLEL INVESTMENT OPPORTUNITIES PARTNERS Il L.P.
By PARALLEL INVESTMENT OPPORTUNITIES PARTNERS Il GB.P., its General Partner
By PARALLEL INVESTMENT OPPORTUNITIES PARTNERS Il GELC, its General Partner

By /s/ Nathan Hukill
Name: Nathan Hukill
Title:  Authorized Signator'

CAPITAL ROYALTY PARTNERS Il - PARALLEL FUND “B” (CA  YMAN) L.P.
By CAPITAL ROYALTY PARTNERS Il (CAYMAN) GP L.P., it General Partner
By CAPITAL ROYALTY PARTNERS Il (CAYMAN) GP LLC, itsGeneral Partner

By /s/ Nathan Hukill
Name: Nathan Hukill
Title:  Authorized Signator

[Signature Page to Second Amendment to Term Loaee¥gent]



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: August 6, 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: August 6, 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 ciea ended June 30, 2015, as filed with
the Securities and Exchange Commission (the “R@pddichael DeMane, Chief Executive Officer of t@®mpany, and Andrew H. Galligan,
Vice President of Finance and Chief Financial @ifiof the Company, respectively, do each herelyfggoursuant to 18 U.S.C. Section 13
as adopted pursuant to Section 906 of the Sarb@rkes- 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: August 6, 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




