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CALCULATION OF REGISTRATION FEE

Title of Each Class of

Securities to be Registered

Amount

to be
Registered

Proposed
Maximum

Offering Price
Per Share

Proposed
Maximum
Aggregate

Offering Price

Amount of

Registration Fee (2)
1.75% Convertible Senior Notes
due 2021 $172,500,000 (1)(2) 100% $172,500,000 (1)(2) $17,371
Common stock, par value $0.001
per share �  (3) �  �  (3) �  (4)

(1) Includes 1.75% Convertible Senior Notes due 2021 that may be purchased by the underwriters pursuant to their
option to purchase up to an additional 15% principal amount of Convertible Senior Notes, solely to cover
over-allotments.

(2) Calculated in accordance with Rule 457(r) under the Securities Act of 1933, as amended (the �Securities Act�).
(3) Includes an indeterminate number of shares of common stock issuable upon conversion of the convertible senior

notes at the initial conversion price of approximately $96.37 per share of common stock. Pursuant to Rule 416
under the Securities Act, such number of shares of common stock registered hereby shall include an
indeterminate number of shares of common stock that may be issued in connection with a stock split, stock
dividend, recapitalization or similar event.

(4) Pursuant to Rule 457(i), there is no additional filing fee with respect to the shares of common stock issuable upon
conversion of the convertible senior notes because no additional consideration will be received in connection with
the exercise of the conversion privilege.
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Prospectus Supplement

(To Prospectus Dated June 6, 2016)

$150,000,000

1.75% Convertible Senior Notes due 2021

Interest Payable June 1 and December 1

We are offering $150,000,000 principal amount of our 1.75% Convertible Senior Notes due 2021. The notes will bear
interest at a rate of 1.75% per year, payable semiannually in arrears on June 1 and December 1 of each year, beginning
on December 1, 2016. The notes will mature on June 1, 2021, unless earlier repurchased or converted.

Holders may convert their notes at their option at any time prior to the close of business on the business day
immediately preceding December 1, 2020, only under the following circumstances: (1) during any calendar quarter
commencing after the calendar quarter ending on September 30, 2016 (and only during such calendar quarter), if the
last reported sale price of the common stock for at least 20 trading days (whether or not consecutive) during a period
of 30 consecutive trading days ending on the last trading day of the immediately preceding calendar quarter is greater
than or equal to 130% of the conversion price on each applicable trading day; (2) during the five business day period
after any ten consecutive trading day period (the �measurement period�) in which the trading price (as defined below)
per $1,000 principal amount of notes for each trading day of the measurement period was less than 98% of the product
of the last reported sale price of our common stock and the conversion rate on each such trading day; or (3) upon the
occurrence of specified corporate events. On or after December 1, 2020 until the close of business on the second
scheduled trading day immediately preceding the maturity date, holders may convert their notes at any time,
regardless of the foregoing circumstances. Upon conversion, we will pay or deliver, as the case may be, cash, shares
of our common stock or a combination of cash and shares of our common stock, at our election, as described in this
prospectus supplement.

The conversion rate will initially be 10.3770 shares of common stock per $1,000 principal amount of notes (equivalent
to an initial conversion price of approximately $96.37 per share of common stock). The conversion rate will be subject
to adjustment in some events but will not be adjusted for any accrued and unpaid interest. In addition, following
certain corporate events that occur prior to the maturity date, we will increase the conversion rate for a holder who
elects to convert its notes in connection with such a corporate event in certain circumstances.

We may not redeem the notes prior to the maturity date, and no sinking fund is provided for the notes.

If we undergo a fundamental change prior to the maturity date of the notes, holders may require us to repurchase for
cash all or any portion of their notes at a fundamental change repurchase price equal to 100% of the principal amount
of the notes to be repurchased, plus accrued and unpaid interest to, but excluding, the fundamental change repurchase
date.
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The notes will be our senior unsecured obligations and will rank senior in right of payment to any of our indebtedness
that is expressly subordinated in right of payment to the notes; equal in right of payment to any of our unsecured
indebtedness that is not so subordinated; effectively junior in right of payment to any of our secured indebtedness to
the extent of the value of the assets securing such indebtedness; and structurally junior to all indebtedness and other
liabilities (including trade payables) of our subsidiaries.

We do not intend to apply to list the notes on any securities exchange or any automated dealer quotation system. Our
common stock is listed on The New York Stock Exchange under the symbol �NVRO.� The last reported sale price of
our common stock on The New York Stock Exchange on June  7, 2016 was $72.73 per share.

Investing in the notes involves a high degree of risk. See �Risk Factors� beginning on page S-10 of this prospectus
supplement.

Per Note Total
Public offering price(1) $ 1,000 $ 150,000,000
Underwriting discounts and commissions(2) $ 30 $ 4,500,000
Proceeds, before expenses, to us $ 970 $ 145,500,000

(1) Plus accrued interest, if any, from June 13, 2016.

(2) See �Underwriting� for additional disclosure regarding underwriting discounts and commissions and estimated
offering expenses.

We have granted the underwriters the right to purchase, exercisable within a 30-day period, up to an additional
$22,500,000 principal amount of notes, solely to cover over-allotments.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
the notes or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

We expect that delivery of the notes will be made to investors in book-entry form through The Depository Trust
Company on or about June 13, 2016.

J.P. Morgan Morgan Stanley

Leerink Partners JMP Securities
June 7, 2016.
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We have not authorized anyone to provide any information or make any representations other than those contained or
incorporated by reference in this prospectus supplement, the accompanying prospectus or any free writing prospectus
that we have authorized for use in connection with this offering. We take no responsibility for, and can provide no
assurance as to the reliability of, any other information that others may give you. This prospectus supplement and the
accompanying prospectus is an offer to sell only the notes offered hereby, but only under circumstances and in
jurisdictions where it is lawful to do so. The information contained in this prospectus supplement, the accompanying
prospectus and any free writing prospectus that we have authorized for use in connection with this offering is current
only as of their respective dates. Our business, financial condition, results of operations and prospects may have
changed since those dates. You should read this prospectus supplement, the accompanying prospectus, the documents
incorporated by reference in this prospectus supplement and the accompanying prospectus, and any free writing
prospectus that we have authorized for use in connection with this offering when making your investment decision.
You should also read and consider the information in the documents we have referred you to in the section of this
prospectus supplement entitled �Where You Can Find More Information.�

S-i
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the terms of this offering
of the notes and also adds to and updates information contained in the accompanying prospectus and the documents
incorporated by reference into this prospectus supplement and the accompanying prospectus. The second part, the
accompanying prospectus dated June 6, 2016, provides more general information. To the extent the information
contained in this prospectus supplement differs or varies from the information contained in the accompanying
prospectus or the documents incorporated by reference, you should rely on the information in this prospectus
supplement. Generally, when we refer to the prospectus, we are referring to this prospectus supplement and the
accompanying prospectus combined.

Except for purposes of the �Description of Notes� and �Prospectus Supplement Summary�The Offering� sections of this
prospectus supplement or unless stated otherwise or the context otherwise requires, references in this prospectus
supplement to �Nevro,� �we,� �our,� �the Company� and �us� refer to Nevro Corp. and its consolidated subsidiaries.

The distribution of this prospectus supplement and the accompanying prospectus and the offering and sale of the notes
in certain jurisdictions may be restricted by law. Persons who come into possession of this prospectus supplement and
the accompanying prospectus should inform themselves about and observe such restrictions. This prospectus
supplement and the accompanying prospectus do not constitute, and may not be used in connection with, an offer or
solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person
making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer
or solicitation.

You should not consider any information in this prospectus supplement and the accompanying prospectus to be
investment, legal or tax advice. You should consult your own counsel, accountant and other advisors for legal, tax,
business financial and related advice regarding the purchase of the notes. We are not making any representation to you
regarding the legality of an investment in the notes by you under applicable investment or similar laws.

This prospectus supplement and the accompanying prospectus, including the information incorporated by reference
into this prospectus supplement and the accompanying prospectus, and any free writing prospectus that we have
authorized for use in connection with this offering include trademarks, service marks and trade names owned by us or
others, including Nevro�, Senza®, HF10� and our logo and all other Nevro product and service names are trademarks of
Nevro Corp. in the United States and in other selected countries. All other trademarks, service marks and trade names
included or incorporated by reference in this prospectus supplement and the accompanying prospectus and any
free-writing prospectus that we have authorized for use in connection with this offering are the property of their
respective owners. Solely for convenience, our trademarks and tradenames referred to in this prospectus supplement
and the accompanying prospectus appear without the ® and � symbol, but those references are not intended to indicate,
in any way, that we will not assert, to the fullest extent under applicable law, our rights, or the right of the applicable
licensor to these trademarks and tradenames.

S-ii
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus, the documents incorporated by reference and any free
writing prospectus that we have authorized for use in connection with this offering contain forward-looking
statements, within the meaning of the Private Securities Litigation Reform Act of 1995, concerning our business,
operations and financial performance and condition, as well as our plans, objectives and expectations for our business
operations and financial performance and condition. Any statements contained herein that are not statements of
historical facts may be deemed to be forward-looking statements. In some cases, you can identify forward-looking
statements by terminology such as �aim,� �anticipate,� �assume,� �believe,� �contemplate,� �continue,� �could,� �due,� �estimate,�
�expect,� �goal,� �intend,� �may,� �objective,� �plan,� �predict,� �potential,� �positioned,� �seek,� �should,� �target,� �will,� �would,� and other
similar expressions that are predictions of or indicate future events and future trends, or the negative of these terms or
other comparable terminology. These forward-looking statements include, but are not limited to, statements about:

� the continued growth in demand for our Senza spinal cord stimulation system, or Senza, and HF10 therapy;

� our commercialization, marketing and manufacturing prospects;

� the continuing productivity and effectiveness of our commercial infrastructure and worldwide salesforce;

� our financial performance;

� our estimations and projections regarding the U.S., European and Australian markets for neuromodulation
therapies;

� the scope of protection we are able to establish and maintain for intellectual property rights covering HF10
therapy and Senza, along with any product enhancements;

� our expectations regarding the potential market size and the size of the patient populations for HF10 therapy;

� our development plans with respect to Senza, including potential future indications or chronic pain conditions
for which we may develop HF10 therapy and seek regulatory approval;

� our ability to manufacture Senza in sufficient quantities to meet demand;

� whether the results of our trials will be sufficient to support domestic or global regulatory approval for the
treatment of any future indications or chronic pain conditions;
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� the timing or likelihood of regulatory filings and approvals for Senza;

� the implementation of our business model and strategic plans for our business and technology;

� estimates of our expenses, future revenue, capital requirements, our need for additional financing and our
ability to obtain additional capital;

� our use of proceeds from this offering; and

� developments and projections relating to our competitors and our industry.
These forward-looking statements are based on management�s current expectations, estimates, forecasts, and
projections about our business and the industry in which we operate and management�s beliefs and assumptions and
are not guarantees of future performance or development and involve known and unknown risks, uncertainties, and
other factors that are in some cases beyond our control. As a result, any or all of our forward-looking statements in
this prospectus supplement, the accompanying prospectus, the documents incorporated by reference and any free
writing prospectus that we have authorized for use in connection with this offering may turn out to be inaccurate.
Factors that may cause actual results to differ materially from current expectations include, among other things, those
listed under �Risk Factors� and elsewhere in this prospectus supplement, the accompanying prospectus, the documents
incorporated by reference and any free writing prospectus that we have authorized for use in connection with this
offering. Potential investors are urged to

S-iii
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consider these factors carefully in evaluating the forward-looking statements. These forward-looking statements speak
only as of the date of this prospectus supplement. Except as required by law, we assume no obligation to update or
revise these forward-looking statements for any reason, even if new information becomes available in the future.

S-iv
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information appearing elsewhere or incorporated by reference in this prospectus
supplement and the accompanying prospectus and any free-writing prospectus that we have authorized for use in
connection with this offering and may not contain all of the information that is important to you. This prospectus
supplement and the accompanying prospectus include information about the notes we are offering as well as
information regarding our business and financial data. You should read this prospectus supplement and the
accompanying prospectus, including information incorporated by reference, and any free writing prospectus that we
have authorized for use in connection with this offering, in their entirety. Investors should carefully consider the
information set forth under �Risk Factors� in this prospectus supplement.

Nevro Corp.

Overview

We are a medical device company that has developed and commercialized an innovative neuromodulation platform
for the treatment of chronic pain. Our Senza system is the only spinal cord stimulation, or SCS, system that delivers
our proprietary HF10 therapy. In May 2015, the U.S. Food and Drug Administration, or FDA, approved our premarket
approval, or PMA, to market Senza in the United States. Senza is indicated for the treatment of chronic intractable
pain of the trunk and/or limbs, is reimbursed under existing SCS codes, and has been commercially available in
certain European markets since November 2010 and in Australia since August 2011. We market our products to
physicians in Europe and Australia and sell to hospitals and outpatient surgery centers through both a direct sales
organization and distributors.

In the second quarter of 2015, we recorded our first commercial sales of Senza in the United States. During 2015,
sales in the United States increased from $53,000 in the second quarter to $4.5 million in the third quarter and $19.8
million in the fourth quarter. Revenue from international sales was $9.7 million, $11.3 million, $10.9 million and
$13.3 million for the first, second, third and fourth quarters of 2015, respectively. Total combined revenue from U.S.
and international sales was $23.5 million, $32.6 million and $69.6 million for 2013, 2014 and 2015, respectively. In
the first quarter of 2016, our international revenue was $12.2 million, and revenue in the United States was $29.5
million, with total combined revenue of $41.7 million. Due to market penetration in Europe and Australia, we expect
that our future revenue growth, if any, will be largely from sales in the U.S. market.

Our commercial efforts are supported by the results of our SENZA-RCT U.S. pivotal study, which demonstrated the
superiority of HF10 therapy over traditional SCS therapies for treating both leg and back pain. While SCS therapy is
indicated and reimbursed for treating back and leg pain, it has limited efficacy in back pain and is utilized primarily
for treating leg pain, which has limited its market adoption. In our pivotal study, HF10 therapy was demonstrated to
provide significant and sustained back pain relief in addition to leg pain relief. Additionally, HF10 therapy was
demonstrated to provide pain relief without paresthesia, a constant tingling sensation that is the basis of traditional
SCS therapy. HF10 therapy is also designed to reduce variability in the operating procedure, providing meaningful
benefits to both patients and physicians. We believe we are positioned to transform and grow the approximately $1.7
billion existing global SCS market under current reimbursement by treating back pain in addition to leg pain and by
eliminating paresthesia.

We believe we have built competitive advantages through our proprietary technology, clinical evidence base, strong
track record of execution including over 6,000 patients implanted with Senza, and proven management team with a
substantial amount of neuromodulation experience. With what we believe are compelling efficacy data for both leg
and back pain compared to traditional SCS therapy, we aim to continue to drive adoption in the U.S. market, which
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represents the largest opportunity in SCS, and expand patient access to HF10 therapy by investing in the development
of Senza for new indications.

S-1

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 11



Table of Contents

Corporate Information

We were incorporated in Minnesota in March 2006 and reincorporated in Delaware in October 2006. We completed
the initial public offering of our common stock in November 2014. Our common stock is currently listed on the New
York Stock Exchange under the symbol �NVRO.� From our initial public offering until December 31, 2015, we were an
�emerging growth company� under the Jumpstart Our Business Startups Act of 2012, or the JOBS Act, and therefore we
were subject to reduced public company reporting requirements. We are no longer an �emerging growth company�
under the JOBS Act. Our principal executive offices are located at 1800 Bridge Parkway, Redwood City, California
94065. Our telephone number is (650) 251-0005. Our website address is www.nevro.com. The information on, or that
can be accessed through, our website is not incorporated by reference into this prospectus supplement and the
accompanying prospectus, any free-writing prospectus that we have authorized for use in connection with this offering
or any other filings we make with the U.S. Securities and Exchange Commission, or SEC.

S-2
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THE OFFERING

The summary below describes the principal terms of the notes. Certain of the terms and conditions described below
are subject to important limitations and exceptions. The �Description of Debt Securities� section of the
accompanying prospectus, as supplemented by the �Description of Notes� section of this prospectus supplement,
contains a more detailed description of the terms and conditions of the notes. As used in this section, �we,� �our,�
and �us� refer to Nevro Corp. and not to its consolidated subsidiaries.

Issuer Nevro Corp., a Delaware corporation.

Securities $150,000,000 principal amount of 1.75% Convertible Senior Notes due
2021 (plus up to an additional $22,500,000 principal amount to cover
over-allotments).

Maturity June 1, 2021, unless earlier repurchased or converted.

Interest 1.75% per year. Interest will accrue from June 13, 2016 and will be
payable semiannually in arrears on June 1 and December 1 of each year,
beginning on December 1, 2016. We will pay additional interest, if any,
at our election as the sole remedy relating to the failure to comply with
our reporting obligations as described under �Description of Notes�Events
of Default.�

Conversion Rights Holders may convert all or any portion of their notes, in multiples of
$1,000 principal amount, at their option at any time prior to the close of
business on the business day immediately preceding December 1, 2020
only under the following circumstances:

�during any calendar quarter commencing after the calendar quarter
ending on September 30, 2016 (and only during such calendar
quarter), if the last reported sale price of the common stock for at least
20 trading days (whether or not consecutive) during a period of 30
consecutive trading days ending on the last trading day of the
immediately preceding calendar quarter is greater than or equal to
130% of the conversion price on each applicable trading day;

�during the five business day period after any ten consecutive trading
day period (the �measurement period�) in which the �trading price� (as
defined under �Description of Notes�Conversion Rights�Conversion upon
Satisfaction of Trading Price Condition�) per $1,000 principal amount
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of notes for each trading day of the measurement period was less than
98% of the product of the last reported sale price of our common stock
and the conversion rate on each such trading day; or

�upon the occurrence of specified corporate events described under
�Description of Notes�Conversion Rights�Conversion upon Specified
Corporate Events.�

On or after December 1, 2020 until the close of business on the second
scheduled trading day immediately preceding the maturity date, holders
may convert all or any portion of their notes, in multiples of $1,000
principal amount, at the option of the holder regardless of the foregoing
circumstances.

S-3
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The conversion rate for the notes is initially 10.3770 shares of common
stock per $1,000 principal amount of notes (equivalent to an initial
conversion price of approximately $96.37 per share of common stock),
subject to adjustment as described in this prospectus supplement.

Upon conversion, we will pay or deliver, as the case may be, cash, shares
of our common stock or a combination of cash and shares of our
common stock, at our election. If we satisfy our conversion obligation
solely in cash or through payment and delivery, as the case may be, of a
combination of cash and shares of our common stock, the amount of cash
and shares of common stock, if any, due upon conversion will be based
on a daily conversion value (as described herein) calculated on a
proportionate basis for each trading day in a 30 trading day observation
period (as described herein). See �Description of Notes�Conversion
Rights�Settlement upon Conversion.�

In addition, following certain corporate events that occur prior to the
maturity date, we will increase the conversion rate for a holder who
elects to convert its notes in connection with such a corporate event in
certain circumstances as described under �Description of
Notes�Conversion Rights�Increase in Conversion Rate upon Conversion
upon a Make-Whole Fundamental Change.�

You will not receive any additional cash payment or additional shares
representing accrued and unpaid interest, if any, upon conversion of a
note, except in limited circumstances. Instead, interest will be deemed to
be paid by the cash, shares of our common stock or a combination of
cash and shares of our common stock paid or delivered, as the case may
be, to you upon conversion of a note.

No Redemption We may not redeem the notes prior to the maturity date and no �sinking
fund� is provided for the notes, which means that we are not required to
redeem or retire the notes periodically.

Fundamental Change If we undergo a �fundamental change� (as defined in this prospectus
supplement under �Description of Notes�Fundamental Change Permits
Holders to Require Us to Repurchase Notes�), subject to certain
conditions, holders may require us to repurchase for cash all or part of
their notes in principal amounts of $1,000 or a multiple thereof. The
fundamental change repurchase price will be equal to 100% of the
principal amount of the notes to be repurchased, plus accrued and unpaid
interest to, but excluding, the fundamental change repurchase date. See
�Description of Notes�Fundamental Change Permits Holders to Require Us
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to Repurchase Notes.�

Ranking The notes will be our senior unsecured obligations and will rank:

�senior in right of payment to any of our indebtedness that is expressly
subordinated in right of payment to the notes;

�equal in right of payment to any of our unsecured indebtedness that is
not so subordinated;

S-4
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�effectively junior in right of payment to any of our secured
indebtedness to the extent of the value of the assets securing such
indebtedness; and

�structurally junior to all indebtedness and other liabilities (including
trade payables) of our subsidiaries.

As of March 31, 2016, our total consolidated indebtedness was $20.0
million, all of which was senior secured indebtedness under our credit
facility, and our subsidiaries had $2.1 million of indebtedness and other
liabilities (including trade payables, but excluding intercompany
obligations and liabilities of a type not required to be reflected on a
balance sheet of such subsidiaries in accordance with GAAP) to which
the notes would have been structurally subordinated. After giving effect
to the issuance of the notes and the repayment of amounts outstanding
under the credit facility with a portion of such proceeds (assuming no
exercise of the underwriters� over-allotment option), our total
consolidated indebtedness would have been $150.0 million as of March
31, 2016.

The indenture governing the notes will not limit the amount of debt that
we or our subsidiaries may incur.

Use of Proceeds We estimate that the net proceeds from this offering will be
approximately $144.4 million (or $166.2 million if the underwriters
exercise their over-allotment option in full), after deducting fees and
estimated offering expenses payable by us.

We intend to use approximately $21.0 million of the net proceeds from
this offering to repay in full our existing term loan agreement, including
the associated closing and repayment fees, with Capital Royalty Partners
and certain of its affiliates. We intend to use any remaining proceeds
from this offering for general corporate purposes, which may include
continuing commercialization of Senza, funding research and
development and increasing our working capital. We may also use any
remaining net proceeds for capital expenditures or for acquisitions or
investments in businesses, products or technologies that are
complementary to our own. We will retain broad discretion over the use
of the net proceeds from this offering.

Additionally, we entered into convertible note hedge transactions with
one or more of the underwriters or their affiliates and other financial
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institutions, whom we refer to collectively as the option counterparties.
We also entered into warrant transactions with the option counterparties.
We intend to use approximately $10.4 million of the net proceeds from
this offering to pay the cost of the convertible note hedge transactions
(after such cost is partially offset by the proceeds to us from the sale of
the warrant transactions).

If the underwriters exercise their over-allotment option, we expect to sell
additional warrants to the option counterparties and use a portion of the
net proceeds from the sale of the additional notes, together with

S-5
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the proceeds from the additional warrants, to enter into additional
convertible note hedge transactions with the option counterparties and for
the purposes outlined herein.

See �Use of Proceeds.�

Book-Entry Form The notes will be issued in book-entry form and will be represented by
permanent global certificates deposited with, or on behalf of, The
Depository Trust Company (�DTC�) and registered in the name of a
nominee of DTC. Beneficial interests in any of the notes will be shown
on, and transfers will be effected only through, records maintained by
DTC or its nominee and any such interest may not be exchanged for
certificated securities, except in limited circumstances.

Absence of a Public Market for the Notes The notes are new securities and there is currently no established market
for the notes. Accordingly, we cannot assure you as to the development
or liquidity of any market for the notes. The underwriters have advised us
that they currently intend to make a market in the notes. However, they
are not obligated to do so, and they may discontinue any market making
with respect to the notes without notice. We do not intend to apply for a
listing of the notes on any securities exchange or any automated dealer
quotation system.

No Listing We do not intend to apply for listing of the notes on any securities
exchange. Our common stock is listed on the New York Stock Exchange
under the symbol �NVRO.�

Material U.S. Federal Income Tax
Considerations

For a summary of material U.S. federal income tax considerations of the
purchase, ownership and disposition of the notes and the shares of our
common stock into which the notes may be converted, see �Material U.S.
Federal Income Tax Considerations.�

Convertible Note Hedge and Warrant
Transactions

In connection with the pricing of the notes, we entered into convertible
note hedge transactions with the option counterparties. We also entered
into warrant transactions with the option counterparties. The convertible
note hedge transactions are expected generally to reduce potential
dilution to our common stock upon any conversion of notes and/or offset
any cash payments we are required to make in excess of the principal
amount of converted notes, as the case may be. However, the warrant
transactions could separately have a dilutive effect to the extent that the
market value per share of our common stock exceeds the applicable
strike price of the warrants. If the underwriters exercise their
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over-allotment option, we expect to enter into additional convertible note
hedge transactions and additional warrant transactions with the option
counterparties.

In connection with establishing their initial hedges of the convertible
note hedge and warrant transactions, the option counterparties or their
respective affiliates expect to enter into various derivative transactions
with respect to our common stock concurrently with or

S-6
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shortly after the pricing of the notes. This activity could increase (or
reduce the size of any decrease in) the market price of our common stock
or the notes at that time.

In addition, the option counterparties or their respective affiliates may
modify their hedge positions by entering into or unwinding various
derivatives with respect to our common stock and/or purchasing or
selling our common stock or other securities of ours in secondary market
transactions following the pricing of the notes and prior to the maturity
of the notes (and are likely to do so during any observation period related
to a conversion of notes). This activity could also cause or avoid an
increase or a decrease in the market price of our common stock or the
notes, which could affect your ability to convert the notes and, to the
extent the activity occurs during any observation period related to a
conversion of notes, it could affect the number of shares and value of the
consideration that you will receive upon conversion of the notes.

For a discussion of the potential impact of any market or other activity by
the option counterparties or their respective affiliates in connection with
these convertible note hedge and warrant transactions, see �Risk
Factors�Risks Related to the Notes�The convertible note hedge and warrant
transactions may affect the value of the notes and our common stock� and
�Underwriting�Convertible Note Hedge and Warrant Transactions.�

New York Stock Exchange Symbol for
Our Common Stock

Our common stock is listed on the New York Stock Exchange under the
symbol �NVRO.�

Trustee, Bid Solicitation Agent, Paying
Agent and Conversion Agent

Wilmington Trust, National Association

Risk Factors See �Risk Factors� on page S-10 for a discussion of factors that should be
considered before investing in the notes

Unless otherwise stated, all information contained in this prospectus supplement assumes no exercise of the
underwriters� over-allotment option in this offering.
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following table presents summary consolidated financial data for our business. We derived the following
statements of operations data for the years ended December 31, 2013, 2014 and 2015 from our audited financial
statements incorporated by reference in this prospectus supplement from our Annual Report on Form 10-K for the
year ended December 31, 2015, or our 2015 Annual Report, and we derived the following statements of operations
data for the three months ended March 31, 2015 and 2016 and the balance sheet data as of March 31, 2016 from our
unaudited interim financial statements incorporated by reference in this prospectus supplement from our Quarterly
Report on Form 10-Q for the quarter ended March 31, 2016, or our March 2016 Quarterly Report. You should read
this data together with our consolidated financial statements and related notes, as well as the information under the
captions �Selected Financial Data� and �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� appearing in our 2015 Annual Report and March 2016 Quarterly Report, which are incorporated by
reference herein. Our historical results are not necessarily indicative of our future results, and results for the three
months ended March 31, 2016 are not necessarily indicative of results to be expected for the full year.

Years Ended December 31,
Three Months Ended

March 31,
2013 2014 2015          2015                  2016         

(in thousands, except share and per share data)
Consolidated Statements of Operations
Data:
Revenue $ 23,500 $ 32,573 $ 69,606 $ 9,662 $ 41,651
Cost of revenue 9,473 11,278 28,120 3,873 15,664

Gross profit 14,027 21,295 41,486 5,789 25,987

Operating expenses:
Research and development 20,345 19,824 21,382 4,998 6,361
Sales, general, and administrative 18,833 29,777 82,471 13,130 28,643

Total operating expenses 39,178 49,601 103,853 18,128 35,004

Loss from operations (25,151) (28,306) (62,367) (12,339) (9,017) 
Interest and other income (expense), net (501) (1,896) (3,898) (1,579) 63
Loss before income taxes (25,652) (30,202) (66,265) (13,918) (8,954) 
Income tax provision 362 478 1,166 142 334

Net loss $ (26,014) $ (30,680) $ (67,431) $ (14,060) $ (9,288) 

Accretion of redeemable convertible
preferred stock to redemption value (153) (147) � � �

Net loss attributable to common
stockholders $ (26,167) $ (30,827) $ (67,431) $ (14,060) $ (9,288) 

$ (29.84) $ (6.94) $ (2.54) $ (0.57) $ (0.33) 
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Net loss attributable to common
stockholders per share, basic and
diluted(1)

Weighted-average number of common
shares used to compute basic and diluted
net loss per share(1) 876,932 4,440,663 26,581,890 24,849,229 28,194,457

As of March 31, 2016
Actual

(in thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents $ 48,758
Short-term investments 114,439
Working capital 240,529
Total assets 265,880
Accumulated deficit (198,696) 
Total stockholders� equity $ 228,780
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(1) See Notes 2 and 10 to our consolidated financial statements appearing in our 2015 Annual Report and Notes 2
and 7 to our unaudited condensed consolidated financial statements appearing in our March 2016 Quarterly
Report, each of which is incorporated by reference herein, for an explanation of the calculations of our basic and
diluted net loss per common share and the weighted-average number of shares used in the computation of the per
share amounts.
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RISK FACTORS

Investing in our notes involves a high degree of risk. Before deciding whether to invest in our notes, you should
consider carefully the risk factors described below, in our 2015 Annual Report, in our March 2016 Quarterly Report,
and in any free writing prospectus that we have authorized for use in connection with this offering. If any of these
risks actually occur, it may materially harm our business, financial condition, operating results or cash flow. As a
result, the market price of our common stock could decline, and you could lose all or part of your investment.
Additional risks and uncertainties that are not yet identified or that we think are immaterial may also materially harm
our business, operating results and financial condition and could result in a complete loss of your investment.

Risks Related to our Business

We have a history of significant losses. If we do not achieve and sustain profitability, our financial condition could
suffer.

We have experienced significant net losses, and we expect to continue to incur losses for the foreseeable future. In
May 2015, the FDA approved our PMA to market Senza in the United States and we commenced commercial sales in
the United States in mid-2015. We expect to continue to incur losses as we build our U.S. commercial sales force and
continue our commercial launch in the United States, as well as continue to investigate the use of our HF10 therapy to
treat other chronic pain conditions. We incurred net losses of $9.3 million for the three months ended March 31, 2016
and net losses of $67.4 million and $30.7 million for the years ended December 31, 2015 and 2014, respectively. As
of March 31, 2016 our accumulated deficit was $198.7 million. Our prior losses, combined with expected future
losses, have had, and will continue to have, for the foreseeable future, an adverse effect on our stockholders� equity and
working capital. If our revenue grows more slowly than we anticipate, or if our operating expenses are higher than we
expect, we may not be able to achieve profitability and our financial condition could suffer. Even if we achieve
profitability in the future, we may not be able to sustain profitability in subsequent periods.

We are substantially dependent on market acceptance in the United States for our HF10 therapy, and the failure of
our HF10 therapy to gain such market acceptance would negatively impact our business.

Since our inception, we have devoted substantially all of our efforts to the development and commercialization of
Senza and HF10 therapy for the treatment of chronic leg and back pain. Prior to 2015, our revenue was derived nearly
entirely from sales of Senza in Europe and Australia. Although we received approval for our PMA in May 2015, we
are still in the early stages of our commercialization efforts in the United States, with only three full quarters of
commercial sales thus far. We have incurred and will in the future incur significant costs, including costs to continue
to build our sales force, in order to sustain our commercial sales in the United States. If we are unable to continue to
achieve significant market acceptance in the United States, our results of operations will be adversely affected as the
United States is expected to be the principal market for this product. Because we do not have any other products
currently in development, if we are unsuccessful in commercializing Senza or are unable to market Senza as a result of
a quality problem, failure to maintain or obtain additional regulatory approvals, unexpected or serious complications
or other unforeseen negative effects related to our HF10 therapy or the other factors discussed in these risk factors, we
would lose our only source of revenue, and our business will be materially adversely affected.

We may in the future become involved in lawsuits to protect or enforce our intellectual property, which could be
expensive and time consuming, and ultimately unsuccessful, and could result in the diversion of significant
resources, thereby hindering our ability to effectively commercialize our existing or future products. If we are
unable to obtain, maintain, protect, and enforce our intellectual property, our business will be negatively affected.
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The market for medical devices is subject to rapid technological change and frequent litigation regarding patent and
other intellectual property rights. It is possible that our patents or licenses may not withstand challenges made by
others or protect our rights adequately.
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Our success depends in large part on our ability to secure effective patent protection for our products and processes in
the United States and internationally. We have filed and intend to continue to file patent applications for various
aspects of our technology and trademark applications to protect our brand and business. We seek to obtain and
maintain patents and other intellectual property rights to restrict the ability of others to market products or services
that misappropriate our technology and/or infringe our intellectual property to compete with our products.

However, we face the risks that:

� We may fail to secure necessary patents, potentially permitting competitors to market competing products and
make, use or sell products that are substantially the same as ours without incurring the sizeable development
costs that we have incurred, which would adversely affect our ability to compete.

� Patents may not issue from any of our currently pending or future patent applications.

� Our already-granted patents and any future patents may not survive legal challenges to their scope, validity or
enforceability, or provide significant protection for us, and they may be re-examined or invalidated, and/or may
be found to be unenforceable or not cover competing products.

� Even if our patents are determined by a court to be valid and enforceable, they may not be drafted or
interpreted broadly enough to prevent others from marketing products and services similar to ours. Similarly,
others may simply design around our patents. For example, third parties may be able to make systems or
devices that are similar to ours but that are not covered by the claims of our patents. Third parties may assert
that we or our licensors were not the first to make the inventions covered by our issued patents or pending
patent applications. The claims of our issued patents or patent applications when issued may not cover our
commercial technology or the future products and services that we develop. We may not have freedom to
operate unimpeded by the patent rights of others. Third parties may have dominating, blocking or other patents
relevant to our technology of which we are not aware. In addition, because patent applications in the United
States and many foreign jurisdictions are typically not published until 18 months after the filing of certain
priority documents (or, in some cases, are not published until they issue as patents) and because publications in
the scientific literature often lag behind actual discoveries, we cannot be certain that others have not filed
patent applications for our technology or our contemplated technology. Any such patent applications may have
priority over our patent applications or issued patents, which could further require us to obtain rights to issued
patents covering such technologies. If another party has filed a U.S. patent application on inventions similar to
ours, depending on when the timing of the filing date falls under certain patent laws, we may have to
participate in a priority contest (such as an interference proceeding) declared by the U.S. Patent and Trademark
Office (USPTO), to determine priority of invention in the United States. There may be prior public disclosures
that could invalidate our inventions or parts of our inventions of which we are not aware. Further, we may not
develop additional proprietary technologies and, even if we do, they may not be patentable.

� Patent law can be highly uncertain and involve complex legal and factual questions for which important
principles remain unresolved. In the United States and in many foreign jurisdictions, policies regarding the
breadth of claims allowed in patents can be inconsistent. The U.S. Supreme Court and the U.S. Court of
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Appeals for the Federal Circuit have made, and will likely continue to make, changes in how the patent laws of
the United States are interpreted. Similarly, foreign courts have made, and will likely continue to make,
changes in how the patent laws in their respective jurisdictions are interpreted. We cannot predict future
changes in the interpretation of patent laws or changes to patent laws that might be enacted into law by U.S.
and foreign legislative bodies. Those changes may materially affect our patents or patent applications, our
ability to obtain patents or the patents and patent applications of our licensors. Future protection for our
proprietary rights is uncertain because legal means afford only limited protection and may not adequately
protect our rights or permit us to gain or keep our competitive advantage, which could adversely affect our
financial condition and results of operations.

� Monitoring unauthorized uses of our intellectual property is difficult and costly. From time to time, we seek to
analyze our competitors� products and services, and may in the future seek to enforce our patents
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or other proprietary rights against potential infringement. However, the steps we have taken to protect our
proprietary rights may not be adequate to prevent misappropriation of our intellectual property. We may not be
able to detect unauthorized use of, or take appropriate steps to enforce, our intellectual property rights. Our
competitors may also independently develop similar technology. Any inability to meaningfully protect our
intellectual property could result in competitors offering products that incorporate our product features, which
could reduce demand for our products. In addition, we may need to defend our patents from third-party
challenges, including interferences, derivation proceedings, re-examination proceedings, post-grant review,
inter partes review, third-party submissions, oppositions, nullity actions, or other patent proceedings. We may
also need to initiate infringement claims or litigation. Adverse proceedings such as litigation or challenges to
the validity of our patents can be expensive, time consuming and may divert the efforts of our technical and
managerial personnel, which could in turn harm our business, whether or not we receive a determination
favorable to us. In addition, in an infringement or other adverse proceeding, a court may decide that the patent
we seek to enforce is invalid or unenforceable, or may refuse to stop the other party from using the technology
at issue on the grounds that the patent in question does not cover the technology in question. An adverse result
in any litigation or proceeding could place one or more of our patents at risk of being invalidated, interpreted
narrowly or found unenforceable. Some of our competitors may be able to devote significantly more resources
to intellectual property litigation, and may have significantly broader patent portfolios to assert against us, if
we assert our rights against them. Further, because of the substantial discovery required in connection with
intellectual property litigation, there is a risk that some of our confidential information could be disclosed or
otherwise compromised during litigation.

� We may not be able to accurately estimate or control our future operating expenses in relation to obtaining,
enforcing and/or defending intellectual property, which could lead to cash shortfalls. Our operating expenses
may fluctuate significantly in the future as a result of the costs of preparing, filing, prosecuting, defending and
enforcing patent claims and other patent related costs, including litigation costs and the results of such
litigation.

� We may also be forced to enter into cross-license agreements with competitors in order to manufacture, use,
sell, import and/or export products or services that are covered by our competitors� intellectual property rights.
If we need to use our intellectual property to enter such cross-license agreements, it may compromise the value
of our intellectual property due to the fact that our competitors may be able to manufacture, use, sell, import
and/or export our patented technology.

For additional information regarding risks related to our intellectual property, see �Risks Related to Intellectual
Property.�

We must demonstrate to physicians the merits of our HF10 therapy compared to those of our competitors.

Physicians play a significant role in determining the course of a patient�s treatment and the type of product that will be
used to treat a patient. As a result, our success depends, in large part, on effectively marketing our HF10 therapy to
physicians. In order for us to sell Senza, we must successfully demonstrate to physicians the merits of our HF10
therapy compared to our competitors� SCS systems for use in treating patients with chronic leg and back pain.
Acceptance of our HF10 therapy depends on educating physicians as to the distinctive characteristics, perceived
benefits, safety, ease of use and cost-effectiveness of Senza as compared to our competitors� SCS systems, and
communicating to physicians the proper application of our HF10 therapy. If we are not successful in convincing
physicians of the merits of our HF10 therapy or educating them on the use of Senza, they may not use Senza and we
may be unable to increase our sales, sustain our growth or achieve profitability.
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In addition, we believe support of our products by physicians is essential for market acceptance and adoption. If we do
not receive support from physicians or long-term data does not show the benefits of using our HF10 therapy,
physicians may not use Senza. In such circumstances, our results of operations would be materially adversely affected.
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If we fail to develop and retain an effective direct sales force in the United States, our business could suffer.

In order to successfully commercialize Senza in the United States, we must build a substantial direct sales force. As
we continue our commercial launch and increase our marketing efforts, we will need to retain, develop and grow the
number of direct sales personnel that we employ. We intend to continue to make a significant investment in recruiting
and training sales representatives and clinical representatives as we continue our commercial launch in the United
States. There is significant competition for sales personnel experienced in relevant medical device sales. Once hired,
the training process is lengthy because it requires significant education for new sales representatives to achieve the
level of clinical competency with our products expected by physicians. Upon completion of the training, our sales
representatives typically require lead time in the field to grow their network of accounts and achieve the productivity
levels we expect them to reach in any individual territory. Furthermore, the use of our products often requires or
benefits from direct support from us. If we are unable to attract, motivate, develop and retain a sufficient number of
qualified sales personnel, or if our sales representatives do not achieve the productivity levels we expect them to
reach, our revenue will not grow at the rate we expect and our financial performance will suffer. Also, to the extent we
hire personnel from our competitors, our new sales representatives will usually be subject to restrictive covenants with
their former employers, including non-competition, non-solicitation and/or confidentiality provisions. As a result, we
may have to wait until applicable non-competition provisions have expired before deploying such personnel in
restricted territories or incur costs to relocate personnel outside of such territories. We and certain of our new sales
representatives have been, continue to be and may in the future be subject to allegations that these new hires have
violated the non-competition clauses, been improperly solicited or divulged to us proprietary or other confidential
information of their former employers. Any of these risks may adversely affect our business.

Our competitors are large, well-established companies with substantially greater resources than us and have a long
history of competing in the SCS market.

Our current and potential competitors are publicly traded, or are divisions of publicly traded, major medical device
companies that have substantially greater financial, technical, sales and marketing resources than we do. The existing
global SCS market was estimated to be approximately $1.7 billion in 2015, with the United States comprising
approximately 80% of the market. Given the size of the existing and potential market in the United States, we expect
that as we continue our commercial launch in the United States our competitors will take aggressive action to protect
their current market position. For example, in May 2015, a unit of Boston Scientific Neuromodulation Corporation,
one of our principal competitors, filed with the USPTO two petitions for inter partes review challenging the validity
of our U.S. Patent No. 8,359,102 (the ��102 patent�), which the Patent Trial and Appeals Board (PTAB) at the USPTO
denied in November 2015. We will face significant competition in establishing our market share in the United States
and may encounter unforeseen obstacles and competitive challenges in the United States.

In addition, we face a particular challenge overcoming the long-standing practices by some physicians of using the
neuromodulation products of our larger, more established competitors. Physicians who have completed many
successful implants using the neuromodulation products made by these competitors may be reluctant to try new
products from a source with which they are less familiar. If these physicians do not try and subsequently adopt our
product, then our revenue growth will slow or decline.

Further, a number of our competitors are currently conducting, or we anticipate will be conducting, clinical trials to
demonstrate the results of their SCS systems. The results of these trials may be equivalent to, or potentially better
than, the results of our pivotal U.S. trial.

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 31



S-13

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 32



Table of Contents

If we fail to maintain U.S. Food and Drug Administration approval to market and sell Senza, or if such approval is
impacted in the future, we will be unable to commercially distribute and market Senza in the United States.
Further, we may not be able to obtain required regulatory approvals to expand the indications for which we may
market and sell Senza.

The FDA requires manufacturers of medical devices to maintain regulatory approval by filing timely reports and
complying with numerous regulations. There can be no assurance that approval will be maintained. For example:

� we may not be able to maintain to the FDA�s satisfaction that our product is safe and effective for its intended
use;

� we may fail to comply with the guidelines required by FDA and other agencies to maintain our PMA approval;
and

� the manufacturing processes and facilities we and our vendors use may not meet applicable requirements to
maintain our PMA approval.

In addition, although the FDA has approved our PMA for Senza, we may suffer from product liability or other issues
that impact our ability to continue to market the Senza system in the United States.

Failing to maintain FDA approval could result in unexpected and significant costs for us and consume management�s
time and other resources. The FDA could ask us to improve or augment manufacturing processes, collect and provide
data on the quality or safety of our product, or issue us warning letters relating to matters that may result in removal of
our product from the market. Additionally, we will be required to obtain FDA approval prior to making any
modification to the device, and the FDA may revoke the approval or impose other restrictions if post-market data
demonstrates safety issues or lack of effectiveness. If we are unable to obtain and maintain the necessary regulatory
approvals, our financial condition may be adversely affected, and our ability to grow domestically and internationally
would likely be limited.

We are currently conducting clinical trials for Senza to explore the potential for HF10 therapy to treat other chronic
pain indications, including chronic intractable neck and upper extremity pain and refractory chronic migraine. We will
likely need to conduct additional clinical studies in the future to support approval for these new indications. Senza
may not be approved for these additional indications.

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

An important part of our sales process includes the education of physicians on the safe and effective use of our HF10
therapy and Senza, particularly because Senza and high frequency neuromodulation treatment is relatively new as
compared to existing low frequency traditional SCS systems. In addition, we will need to spend substantial time
educating physicians using traditional SCS systems on the value of our HF10 therapy as demonstrated by our pivotal
U.S. clinical data. Physicians typically need to perform several procedures to become comfortable using HF10 therapy
and Senza. If a physician experiences difficulties during an initial procedure or otherwise, that physician may be less
likely to continue to use our product or to recommend it to other physicians. It is critical to the success of our
commercialization efforts that we educate physicians on the proper use of Senza, and provide them with adequate
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product support during clinical procedures. It is important for our growth that these physicians advocate for the
benefits of our products in the broader marketplace. If physicians misuse or ineffectively use our products, it could
result in unsatisfactory patient outcomes, patient injuries, negative publicity or lawsuits against us, any of which could
have an adverse effect on our business.

If our competitors are better able to develop and market neuromodulation products that are safer, more effective,
less costly, easier to use or otherwise more attractive than Senza, our business will be adversely impacted.

The medical device industry is highly competitive and subject to technological change. Our success depends, in part,
upon our ability to establish a competitive position in the neuromodulation market by securing
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broad market acceptance of our HF10 therapy and Senza for the treatment of chronic pain conditions. Any product we
develop that achieves regulatory clearance or approval, including Senza, will have to compete for market acceptance
and market share. We believe that the primary competitive factors in the neuromodulation market are demonstrated
clinical effectiveness, product safety, reliability and durability, ease of use, product support and service, minimal side
effects and salesforce experience and relationships. We face significant competition in the United States and
internationally, which we believe will continue to intensify as we grow our presence in the U.S. market. For example,
our major competitors, Medtronic plc, Boston Scientific Corporation and St. Jude Medical, Inc., each has approved
neuromodulation systems in at least the United States, Europe, and Australia and have been established for several
years. In addition, we understand that St. Jude Medical is currently working to gain FDA approval for a SCS system
that offers an alternate waveform, and in February 2016, the company gained approval for a neuromodulation system
that stimulates the dorsal root ganglion for treatment of focal pain and complex regional pain syndrome. Additionally,
Boston Scientific has commenced a randomized clinical trial of high-frequency SCS therapy. In addition to these
major competitors, we may also face competition from smaller companies such as Nuvectra and Stimwave.
Additionally, there are other emerging competitors with active neuromodulation system development programs that
may emerge in the future. Many of the companies developing or marketing competing products enjoy several
advantages over us, including:

� more experienced sales forces;

� greater name recognition;

� more established sales and marketing programs and distribution networks;

� earlier regulatory approval;

� long established relationships with physicians and hospitals;

� significant patent portfolios, including issued U.S. and foreign patents and pending patent applications, as well
as the resources to enforce patents against us or any of our third-party suppliers and distributors;

� the ability to acquire and integrate our competitors and/or their technology;

� demonstrated ability to develop product enhancements and new product offerings;

� established history of product reliability, safety and durability;

� the ability to offer rebates or bundle multiple product offerings to offer greater discounts or incentives;
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� greater financial and human resources for product development, sales, and marketing; and

� greater experience in and resources for conducting research and development, clinical studies, manufacturing,
preparing regulatory submissions, obtaining regulatory clearance or approval for products and marketing
approved products.

Our competitors may develop and patent processes or products earlier than us, obtain patents that may apply to us at
any time, obtain regulatory clearance or approvals for competing products more rapidly than us or develop more
effective or less expensive products or technologies that render our technology or products obsolete or less
competitive. We also face fierce competition in recruiting and retaining qualified sales, scientific, and management
personnel, establishing clinical trial sites and enrolling patients in clinical studies. If our competitors are more
successful than us in these matters, our business may be harmed.

We only recently began commercializing Senza in the EEA and Australia, and only recently initiated commercial
sales in the United States, and we may never achieve market acceptance.

Senza has been CE marked since 2010, enabling us to commercialize it throughout the EEA, which is comprised of
the 28 Member States of the European Union (EU), plus Norway, Liechtenstein and Iceland. It was also approved by
the Australia Therapeutic Goods Administration (TGA), in 2011. In May 2015, the FDA approved our PMA to market
Senza in the United States, and as such, we have only recently commenced commercialization in the United States and
have completed only two full fiscal quarters of sales. As a result, we
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have a limited history of commercializing our product generally and limited history of selling Senza in the United
States. We also have limited experience engaging in commercial activities and limited established relationships with
physicians and hospitals as well as third-party suppliers on whom we depend for the manufacture of our product. As
an organization, we have only recently commercially launched our first product in the United States and commenced
sales representative training. A commercial launch and training program of this size is a significant undertaking that
requires substantial financial and managerial resources. We may be unable to gain broader market acceptance in the
countries in which we have already begun to commercialize Senza, including the United States, for a number of
reasons, including:

� established competitors with strong relationships with customers, including physicians, hospitals and
third-party suppliers;

� limitations in our ability to demonstrate differentiation and advantages of our product compared to competing
products and the relative safety, efficacy and ease of use of our product;

� the limited size of our sales force and the learning curve required to gain experience selling our product;

� the inability to obtain sufficient supply of the components for Senza or secure second-source suppliers if our
main suppliers are unable to fulfill our orders;

� insufficient financial or other resources to support our commercialization efforts necessary to reach
profitability; and

� the introduction and market acceptance of new, more effective or less expensive competing products and
technologies.

Moreover, physicians and hospitals may not perceive the benefits of our products and may be unwilling to change
from the SCS devices they are currently using. Communicating the benefits of Senza and HF10 therapy to these
physicians and hospitals requires a significant commitment by our marketing team and sales organization. Physicians
and hospitals may be slow to change their practices because of perceived risks arising from the use of new products.
Physicians may not recommend or use Senza until there is more long-term commercial experience to convince them to
alter their existing treatment methods, or until they receive additional recommendations from other physicians that our
product is effective. We cannot predict when, if ever, physicians and hospitals may adopt use of our product. If we are
unable to educate physicians and hospitals about the advantages of our HF10 therapy and Senza, do not achieve
significantly greater market acceptance of our product, do not gain momentum in our sales activities, or fail to
significantly grow our market share, we will not be able to grow our revenue and our business and financial condition
will be adversely affected.

Our past results in the international markets in which we commercialize Senza should not be relied upon as an
indication of our future performance in those markets or in the United States.
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Our revenue from international markets has increased from $18.2 million for the year ended December 31, 2012 to
$45.3 million for the year ended December 31, 2015 on the basis of our sales of Senza in Europe and Australia;
however, we do not expect to continue this rate of revenue growth in these international markets. Due to our current
penetration in these markets, we expect to grow less rapidly in the future than we have in the past in these markets.
Furthermore, given our recent commercialization in the United States, we have not developed a history of payment
and therefore we may encounter difficulties in collecting receivables related to our U.S. sales.

In addition, the characteristics of these markets differ significantly from the U.S. market, including as a result of
differences in payor systems, competitive dynamics, market size and patient treatment regimens. As a result of the
differences in these markets, you should not compare our financial results in the international market to any potential
future results in the U.S. market nor should you rely on our past results as an indication of our future performance.

Our success depends on physicians� use of our HF10 therapy to treat chronic back pain.

Our success is dependent on physicians� acceptance and use of our HF10 therapy to treat chronic back pain. We
believe a significant limitation of current neuromodulation systems is the limited evidence supporting
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efficacy of traditional SCS for treating chronic back pain. Senza utilizes high-frequency stimulation technology
capable of delivering waveform of up to 10,000 Hz for spinal cord stimulation that has been shown to be effective in
the treatment of both leg and back pain. However, we may face challenges convincing physicians, many of whom
have extensive experience with competitors� SCS products and established relationships with other companies, to
appreciate the benefits of HF10 therapy and, in particular, its ability to treat back pain as well as leg pain, and adopt it
for treatment of their patients. If Senza is unable to gain acceptance by physicians for the treatment of back pain, our
potential to expand the existing neuromodulation market will be significantly limited and our revenue potential will be
negatively impacted.

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

Traditional SCS has been commercialized since 1967, while we only began commercializing Senza internationally in
2010. Because we have a limited commercial track record compared to our competitors and Senza has been implanted
in patients for less than five years, physicians may be slower to adopt or recommend Senza. Further, while we believe
our international commercial experience and recent U.S. experience, and our European two-year study and U.S.
pivotal study support the safety and effectiveness of our HF10 therapy, future studies or patient experience over a
longer period of time may indicate that treatment with our HF10 therapy does not achieve non-inferiority status as
compared to treatment with competitive products or that our HF10 therapy causes unexpected or serious
complications or other unforeseen negative effects. Such results would likely slow the adoption of Senza and
significantly reduce our sales, which would harm our business and adversely affect our results of operations.

Furthermore, if patients with traditional SCS implantations were to experience unexpected or serious complications or
other unforeseen effects, the market for Senza may be adversely affected, even if such effects are not applicable to
Senza.

Our international operations subject us to certain operating risks, which could adversely impact our results of
operations and financial condition.

Sales of Senza outside the United States have represented a substantial portion of our revenue from Senza sales. In
2010, we began selling Senza in the EEA through distributors and, in August 2011, we began selling Senza in
Australia through our own sales force and distributors. As of March 31, 2016, we sell Senza directly in Austria,
Switzerland, United Kingdom, Sweden, Australia, Belgium, Luxembourg, Norway and Germany and through
distributors and agents located in the Netherlands, Spain, Italy, Slovakia, Turkey, Kuwait and Ireland. The sale and
shipment of Senza across international borders, as well as the purchase of components from international sources,
subject us to U.S. and foreign governmental trade, import and export and customs regulations and laws.

Compliance with these regulations and laws is costly and exposes us to penalties for non-compliance. Other laws and
regulations that can significantly impact us include various anti-bribery laws, including the U.S. Foreign Corrupt
Practices Act, as well as export controls laws. Any failure to comply with applicable legal and regulatory obligations
could impact us in a variety of ways that include, but are not limited to, significant criminal, civil and administrative
penalties, including imprisonment of individuals, fines and penalties, denial of export privileges, seizure of shipments,
restrictions on certain business activities and exclusion or debarment from government contracting.

Our international operations expose us and our distributors to risks inherent in operating in foreign jurisdictions. These
risks include:
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� difficulties in enforcing our intellectual property rights and in defending against third-party threats and
intellectual property enforcement actions against us, our distributors, or any of our third-party suppliers;

� reduced or varied protection for intellectual property rights in some countries;

� pricing pressure that we may experience internationally;
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� foreign currency exchange rate fluctuations;

� a shortage of high-quality sales people and distributors;

� third-party reimbursement policies that may require some of the patients who receive our products
to directly absorb medical costs or that may necessitate the reduction of the selling prices of Senza;

� relative disadvantages compared to competitors with established business and customer relationships;

� the imposition of additional U.S. and foreign governmental controls or regulations;

� economic instability;

� changes in duties and tariffs, license obligations and other non-tariff barriers to trade;

� the imposition of restrictions on the activities of foreign agents, representatives and distributors;

� scrutiny of foreign tax authorities that could result in significant fines, penalties and additional taxes being
imposed on us;

� laws and business practices favoring local companies;

� longer payment cycles;

� difficulties in maintaining consistency with our internal guidelines;

� difficulties in enforcing agreements and collecting receivables through certain foreign legal systems;

� the imposition of costly and lengthy new export licensing requirements;

� the imposition of U.S. or international sanctions against a country, company, person or entity with whom we do
business that would restrict or prohibit continued business with the sanctioned country, company, person or
entity; and
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� the imposition of new trade restrictions.
If we experience any of these risks, our sales in non-U.S. jurisdictions may be harmed and our results of operations
would suffer.

We are dependent upon third-party manufacturers and suppliers, in some cases sole- or single-source suppliers,
making us vulnerable to supply shortages and problems and price fluctuations, which could harm our business.

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

Our suppliers may encounter problems during manufacturing for a variety of reasons, including, for example, failure
to follow specific protocols and procedures, failure to comply with applicable legal and regulatory requirements,
equipment malfunction and environmental factors, failure to properly conduct their own business affairs, and
infringement of third-party intellectual property rights, any of which could delay or impede their ability to meet our
requirements. Our reliance on these third-party suppliers also subjects us to other risks that could harm our business,
including:

� third parties may threaten or enforce their intellectual property rights against our suppliers, which may cause
disruptions or delays in shipment, or may force our suppliers to cease conducting business with us;

� we may not be able to obtain adequate supplies from one or more vendors in a timely manner or on
commercially reasonable terms;

� we are not a major customer of many of our suppliers, and these suppliers may therefore give other customers�
needs higher priority than ours;

� our suppliers, especially new suppliers, may make errors in manufacturing that could negatively affect the
efficacy or safety of Senza, impacting our ability to maintain our PMA approval, or cause delays in shipment,
impacting our ability to meet demand in the United States or international markets;
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� we may have difficulty locating and qualifying alternative suppliers;

� switching components or suppliers may require product redesign and possibly submission to FDA, EEA
Notified Bodies, or other foreign regulatory bodies, which could significantly impede or delay our commercial
activities;

� one or more of our sole- or single-source suppliers may be unwilling or unable to supply components of Senza,
or may supply products that do not meet our product requirements;

� other customers may use fair or unfair negotiation tactics and/or pressures to impede our use of the supplier;

� the occurrence of a fire, natural disaster or other catastrophe impacting one or more of our suppliers may affect
their ability to deliver products to us in a timely manner; and

� our suppliers may encounter financial or other business hardships unrelated to our demand, which could inhibit
their ability to fulfill our orders and meet our requirements.

We may not be able to quickly establish additional or alternative suppliers for commercialization in the United States
if necessary, in part because we may need to undertake additional activities to qualify such suppliers as required by
the regulatory approval process. Any interruption or delay in obtaining products from our third-party suppliers, or our
inability to obtain products from qualified alternate sources at acceptable prices in a timely manner, could impair our
ability to meet the demand of our customers and cause them to switch to competing products. Given our reliance on
certain single-source suppliers, we are especially susceptible to supply shortages because we do not have alternate
suppliers currently available.

We rely upon third-party, single-source, and in certain cases sole-source, suppliers for many of the components
and materials used in Senza, and for critical manufacturing and packaging services, and the loss of any of these
suppliers could harm our business.

A number of the critical components used in Senza are supplied to us from single-source, or in certain cases
sole-source, suppliers, including our IPGs, leads and lead extenders, neurostimulator components, telemetry modules,
batteries, and packaging services. Our ability to supply Senza commercially depends, in part, on our ability to obtain a
supply of these components that has been manufactured in accordance with regulatory requirements and in sufficient
quantities for commercialization and clinical testing. We have not entered into manufacturing, supply or quality
agreements with all of our single-source and sole-source suppliers, some of which supply components critical to our
products. We are not certain that our single-source or sole-source suppliers will be able to meet our demand for their
products and services, either because of the nature of our agreements with those suppliers, or our limited experience
with those suppliers, or due to our relative importance as a customer to those suppliers or otherwise. It may be
difficult for us to assess their ability to timely meet our demand in the future based on past performance. While our
suppliers have generally met our demand for their products on a timely basis in the past, they may subordinate our
needs in the future to their other customers.

Establishing additional or replacement suppliers for the components or processes used in Senza, if required, may not
be accomplished quickly. If we are able to find a replacement supplier, such replacement supplier would need to be
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qualified and may require additional regulatory authority approval, which could result in further delay. While we seek
to maintain adequate inventory of the single-source or sole-source components and materials used in our products, any
interruption or delay in the supply of components or materials, or our inability to obtain components or materials from
alternate sources at acceptable prices in a timely manner, could impair our ability to meet the demand of our
customers and cause them to cancel orders. In addition, from time to time, certain of our suppliers experience
interruptions and variances in their manufacturing processes, including suppliers of our IPGs, leads and batteries.
Because we are reliant on these single sources suppliers, we are particularly susceptible to supply shortages and, if one
of our suppliers were to experience an ongoing or continued manufacturing problem, and, in particular, our IPGs,
leads and battery suppliers, our ability to meet our forecasted commercial demand could be materially and negatively
impacted.
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If our third-party suppliers fail to deliver the required commercial quantities of materials, or the level of services we
require, on a timely basis and at commercially reasonable prices, and we are unable to find one or more replacement
suppliers capable of production at a substantially equivalent cost in substantially equivalent volumes and quality and
on a timely basis, the continued commercialization of Senza would be impeded, delayed, limited or prevented, which
could harm our business, results of operations, financial condition and prospects.

We may not be able to establish or strengthen our brand.

We believe that establishing and strengthening the Nevro and Senza brands is critical to achieving widespread
acceptance of HF10 therapy, particularly because of the highly competitive nature of the market for SCS products.
Promoting and positioning our brand will depend largely on the success of our marketing efforts and our ability to
provide physicians with a reliable product for successful treatment of chronic leg and back pain. Additionally, we
believe the quality and reliability of our product is critical to building physician support of this new therapy in the
U.S. and any negative publicity regarding the quality or reliability of Senza could significantly damage our reputation
in the market. Further, given the established nature of our competitors, and our very recent commercial launch in the
United States, it is likely that our future marketing efforts will require us to incur significant additional expenses.
These brand promotion activities may not yield increased sales and, even if they do, any sales increases may not offset
the expenses we incur to promote our brand. If we fail to successfully promote and maintain our brand, or if we incur
substantial expenses in an unsuccessful attempt to promote and maintain our brand, our HF10 therapy may not be
accepted by physicians, which would adversely affect our business, results of operations and financial condition.

Our ability to achieve profitability will depend, in part, on our ability to reduce the per unit manufacturing cost of
Senza.

Currently, the gross profit generated from the sale of Senza is not sufficient to cover our operating expenses. To
achieve our operating and strategic goals, we will, among other things, need to reduce the per-unit manufacturing cost
of Senza. This cannot be achieved without increasing the volume of components that we purchase in order to take
advantage of volume-based pricing discounts, improve manufacturing efficiency or increase our volume to leverage
manufacturing overhead costs. If we are unable to improve manufacturing efficiency and reduce manufacturing
overhead costs per unit, our ability to achieve profitability will be severely constrained. Any increase in
manufacturing volumes is dependent upon a corresponding increase in sales. The occurrence of one or more factors
that negatively impact the manufacturing or sales of Senza or reduce our manufacturing efficiency may prevent us
from achieving our desired reduction in manufacturing costs, which would negatively affect our operating results and
may prevent us from attaining profitability.

If third-party payors do not provide adequate coverage and reimbursement for the use of Senza, our revenue will be
negatively impacted.

Our success in marketing Senza depends and will depend in large part on whether U.S. and international government
health administrative authorities, private health insurers and other organizations adequately cover and reimburse
customers for the cost of our products.

In the United States, we expect to derive nearly all our sales from sales of Senza to hospitals and outpatient surgery
centers who typically bill various third-party payors, including Medicare, Medicaid, private commercial insurance
companies, health maintenance organizations and other healthcare-related organizations, to cover all or a portion of
the costs and fees associated with Senza and bill patients for any applicable deductibles or co-payments. Access to
adequate coverage and reimbursement for SCS procedures using Senza (and our other products in development) by
third-party payors is essential to the acceptance of our products by our customers.
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We believe that SCS procedures using Senza are adequately described by existing CPT, HCPCS II and ICD-10-CM
codes for the implantation of spinal cord stimulators and related leads performed in various sites of care, although
such codes generally do not specifically describe procedures using either low-frequency or high-frequency
stimulation. In the United States, CMS has approved a transitional pass-through payment for High
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Frequency Stimulation under the Medicare hospital outpatient prospective payment system effective
beginning January 1, 2016. This pass-through payment for HF10 therapy will be in addition to the established
reimbursement for spinal cord stimulation devices.

We believe that some of our target customers may be unwilling to adopt Senza over more established or lower cost
therapeutic alternatives already available or subsequently become available. Further, any decline in the amount payors
are willing to reimburse our customers for SCS procedures using Senza could make it difficult for new customers to
adopt Senza and could create additional pricing pressure for us, which could adversely affect our ability to invest in
and grow our business.

Third-party payors, whether foreign or domestic, or governmental or commercial, are developing increasingly
sophisticated methods of controlling healthcare costs. In addition, in the United States, no uniform policy of coverage
and reimbursement for medical device products and services exists among third-party payors. Therefore, coverage and
reimbursement for medical device products and services can differ significantly from payor to payor. In addition,
payors continually review new technologies for possible coverage and can, without notice, deny coverage for these
new products and procedures. As a result, the coverage determination process is often a time-consuming and costly
process that will require us to provide scientific and clinical support for the use of our products to each payor
separately, with no assurance that coverage and adequate reimbursement will be obtained, or maintained if obtained.

Reimbursement systems in international markets vary significantly by country and by region within some countries,
and reimbursement approvals must be obtained on a country-by-country basis. In many international markets, a
product must be approved for reimbursement before it can be approved for sale in that country. Further, many
international markets have government-managed healthcare systems that control reimbursement for new devices and
procedures. For example, the governmental healthcare system in France has not yet approved reimbursement of Senza.
In most markets there are private insurance systems as well as government-managed systems. If sufficient coverage
and reimbursement is not available for our current or future products, in either the United States or internationally, the
demand for our products and our revenues will be adversely affected.

If we fail to properly manage our anticipated growth, our business could suffer.

We have been growing rapidly in recent periods and have a relatively short history of operating as a commercial
company. As an organization, we have only recently commercially launched our product in the United States and
commenced a sales representative training program. A commercial launch and training program of this size is a
significant undertaking that requires substantial financial and managerial resources. We intend to continue to grow
and may experience periods of rapid growth and expansion, which could place a significant additional strain on our
limited personnel, information technology systems and other resources. In particular, the hiring of our direct sales
force in the United States requires significant management, financial and other supporting resources. Any failure by us
to manage our growth effectively could have an adverse effect on our ability to achieve our development and
commercialization goals.

To achieve our revenue goals, we must successfully increase manufacturing output to meet expected customer
demand. In the future, we may experience difficulties with manufacturing yields, quality control, component supply
and shortages of qualified personnel, among other problems. These problems could result in delays in product
availability and increases in expenses. Any such delay or increased expense could adversely affect our ability to
generate our revenue.

Future growth will also impose significant added responsibilities on management, including the need to identify,
recruit, train and integrate additional employees. In addition, rapid and significant growth will place a strain on our
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administrative and operational infrastructure.

In order to manage our operations and growth we will need to continue to improve our operational and management
controls, reporting and information technology systems and financial internal control procedures. If we are unable to
manage our growth effectively, it may be difficult for us to execute our business strategy and our operating results and
business could suffer.
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If we fail to receive access to hospital facilities, our sales may decrease.

In the United States, in order for physicians to use Senza, the hospital facilities where these physicians treat patients
typically require us to enter into purchasing contracts. The process of securing a satisfactory contract can be lengthy
and time-consuming and require extensive negotiations and management time. In the EU, from time to time certain
institutions require us to engage in a contract bidding process in the event that such institutions are considering
making purchase commitments that exceed specified cost thresholds, which vary by jurisdiction. These processes are
only open at certain periods of time, and we may not be successful in the bidding process. If we do not receive access
to hospital facilities via these contracting processes or otherwise, or if we are unable to secure contracts or tender
successful bids, our sales may stagnate or decrease and our operating results may be harmed. Furthermore, we may
expend significant effort in these time-consuming processes and still may not obtain a purchase contract from such
hospitals.

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

We depend in part on medical device distributors for marketing and sales of our products in certain territories in
Europe. We depend on these distributors� efforts to market our products, yet we are unable to control their efforts
completely. These distributors typically sell a variety of other, non-competing products that may limit the resources
they dedicate to selling Senza. In addition, we are unable to ensure that our distributors comply with all applicable
laws regarding the sale of our products. If our distributors fail to effectively market and sell Senza, in full compliance
with applicable laws, our operating results and business may suffer. Recruiting and retaining qualified third-party
distributors and training them in our technology and product offering requires significant time and resources. To
develop and expand our distribution, we must continue to scale and improve our processes and procedures that
support our distributors. Further, if our relationship with a successful distributor terminates, we may be unable to
replace that distributor without disruption to our business. If we fail to maintain positive relationships with our
distributors, fail to develop new relationships with other distributors, including in new markets, fail to manage, train or
incentivize existing distributors effectively, or fail to provide distributors with competitive products on attractive
terms, or if these distributors are not successful in their sales efforts, our revenue may decrease and our operating
results, reputation and business may be harmed.

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

Manufacturing and marketing of Senza, and clinical testing of our HF10 therapy, may expose us to product liability
and other tort claims. Although we have, and intend to maintain, liability insurance, the coverage limits of our
insurance policies may not be adequate and one or more successful claims brought against us may have a material
adverse effect on our business and results of operations. For example, the U.S. Supreme Court recently declined to
hear an appeal where the U.S. Court of Appeals for the Ninth Circuit ruled that the 1976 Medical Device Amendments
to the Federal Food, Drug and Cosmetic Act did not preempt state laws in a product liability case involving a medical
device company. If other courts in the United States adopt similar rulings, we may be subject to increased litigation
risk in connection with our products. Product liability claims could negatively affect our reputation, continued product
sales, and our ability to obtain and maintain regulatory approval for our products.
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If clinical studies for future indications do not produce results necessary to support regulatory clearance or
approval in the United States or elsewhere, we will be unable to commercialize our products for these indications.

We are currently conducting clinical trials for Senza to explore the potential for HF10 therapy to treat other chronic
pain indications, including chronic intractable neck and upper extremity pain and refractory chronic migraine. We will
likely need to conduct additional clinical studies in the future to support approval for these new indications. Clinical
testing can take many years, is expensive and carries uncertain outcomes. The initiation and completion of any of
these studies may be prevented, delayed, or halted for numerous reasons, including, but not limited to, the following:

� the FDA, institutional review boards (IRBs), Ethics Committees, EU Competent Authorities or other regulatory
authorities do not approve a clinical study protocol, force us to modify a previously approved protocol, or place
a clinical study on hold;

� patients do not enroll in, or enroll at a lower rate than we expect, or do not complete a clinical study;

� patients or investigators do not comply with study protocols;

� patients do not return for post-treatment follow-up at the expected rate;

� patients experience serious or unexpected adverse side effects for a variety of reasons that may or may not be
related to our products such as the advanced stage of co-morbidities that may exist at the time of treatment,
causing a clinical study to be put on hold;

� sites participating in an ongoing clinical study withdraw, requiring us to engage new sites;

� difficulties or delays associated with establishing additional clinical sites;

� third-party clinical investigators decline to participate in our clinical studies, do not perform the clinical studies
on the anticipated schedule, or perform in a manner inconsistent with the investigator agreement, clinical study
protocol, good clinical practices, other FDA, IRB or Ethics Committee requirements, and EEA Member State
or other foreign regulations governing clinical trials;

� third-party organizations do not perform data collection and analysis in a timely or accurate manner;

� regulatory inspections of our clinical studies or manufacturing facilities require us to undertake corrective
action or suspend or terminate our clinical studies;
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� changes in federal, state, or foreign governmental statutes, regulations or policies;

� interim results are inconclusive or unfavorable as to immediate and long-term safety or efficacy;

� the study design is inadequate to demonstrate safety and efficacy; or

� the statistical endpoints are not met.
Clinical failure can occur at any stage of the testing. Our clinical studies may produce negative or inconclusive results,
and we may decide, or regulators may require us, to conduct additional clinical or non-clinical studies in addition to
those we have planned. Our failure to adequately demonstrate the safety and effectiveness of any of our devices would
prevent receipt of regulatory clearance or approval and, ultimately, the commercialization of that device or indication
for use.

We could also encounter delays if the FDA concludes that our financial relationships with investigators results in a
perceived or actual conflict of interest that may have affected the interpretation of a study, the integrity of the data
generated at the applicable clinical trial site or the utility of the clinical trial itself. Principal investigators for our
clinical trials may serve as scientific advisors or consultants to us from time to time and receive cash compensation
and/or stock options in connection with such services. If these relationships and any related compensation to or
ownership interest by the clinical investigator carrying out the study result in perceived or actual conflicts of interest,
or if the FDA concludes that the financial relationship may have affected
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interpretation of the study, the integrity of the data generated at the applicable clinical trial site may be questioned and
the utility of the clinical trial itself may be jeopardized, which could result in the FDA refusing to accept the data as
support for our future applications. Any such delay or rejection could prevent us from commercializing any of our
products currently in development.

Even if our products are approved in the United States, Australia and the EEA, comparable regulatory authorities of
additional foreign countries must also approve the manufacturing and marketing of our products in those countries.
Approval procedures vary among jurisdictions and can involve requirements and administrative review periods
different from, and greater than, those in the United States, Australia or the EEA, including additional preclinical
studies or clinical trials. Any of these occurrences may harm our business, financial condition and prospects
significantly.

If we fail to retain our key executives or recruit and hire new employees, our operations and financial results may
be adversely effected while we attract other highly qualified personnel.

Our future success depends, in part, on our ability to continue to retain our executive officers and other key employees
and recruit and hire new employees. All of our executive officers and other employees are at-will employees, and
therefore may terminate employment with us at any time with no advance notice. The replacement of any of our key
personnel likely would involve significant time and costs, may significantly delay or prevent the achievement of our
business objectives and may harm our business.

In addition, many of our employees have become or will soon become vested in a substantial amount of stock or
number of stock options. Our employees may be more likely to leave us if the shares they own or the shares
underlying their vested options have significantly appreciated in value relative to the original purchase prices of the
shares or the exercise prices of the options, or if the exercise prices of the options that they hold are significantly
below the market price of our common stock. Further, our employees� ability to exercise those options and sell their
stock in a public market may result in a higher than normal turnover rate.

Our future success also depends on our ability to retain executive officers and other key employees and attract new
key employees. Many executive officers and other employees in the neuromodulation and medical device industry are
subject to strict non-competition, non-solicitation and/or confidentiality agreements with their employers, including
our main competitors Medtronic plc, Boston Scientific Corporation and St. Jude Medical, Inc. Our competitors may
allege breaches of and seek to enforce such non-competition, non-solicitation, and/or confidentiality agreements or
initiate litigation based on such agreements. Such litigation, whether or not meritorious, may impede our ability to
attract or use executive officers and other key employees who have been employed by our competitors and may result
in intellectual property claims against us. Boston Scientific Corporation, for example, initiated a lawsuit in 2014
against one of our employees alleging that the employee cannot work for us without inevitably disclosing Boston
Scientific�s proprietary information. Although we were not a party to this lawsuit, and it has since been resolved, it
impeded our ability to utilize this employee. It is likely that we will experience similar aggressive tactics by our
competitors as they seek to protect their market position, particularly now that we have entered the U.S. market.

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

In October 2014, we entered into a term loan agreement with Capital Royalty Partners and certain of its affiliates,
which we refer to as our credit facility. In December 2014, we drew down $20.0 million under this facility. Our credit
facility also contains various covenants that limit our ability to engage in specified types of transactions. Subject to
limited exceptions, these covenants limit our ability to, among other things:
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� sell, lease, transfer, exclusively license or dispose of our assets;

� create, incur, assume or permit to exist additional indebtedness or liens;

� make restricted payments, including paying dividends on, repurchasing or making distributions with respect to
our capital stock;

� make specified investments (including loans and advances);
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� merge, consolidate or liquidate; and

� enter into certain transactions with our affiliates.
In addition, our credit facility contains certain financial covenants, including certain minimum pre-specified liquidity
and revenue requirements. In particular, we are required to maintain a minimum of $5.0 million of cash and certain
cash equivalents, and we must achieve minimum revenue of $25.0 million in 2015, $30.0 million in 2016,
$40.0 million in 2017, $50.0 million in 2018 and $70.0 million in 2019. The covenants in our credit facility may limit
our ability to take certain actions and, in the event that we breach one or more covenants, our lenders may choose to
declare an event of default and require that we immediately repay all amounts outstanding and foreclose on the
collateral granted to it to collateralize such indebtedness, which includes our intellectual property. In September 2015,
we elected not to enter into any additional drawdowns under the facility and the option to do so has expired.

Failure to protect our information technology infrastructure against cyber-based attacks, network security
breaches, service interruptions, or data corruption could significantly disrupt our operations and adversely affect
our business and operating results.

We rely on information technology and telephone networks and systems, including the Internet, to process and
transmit sensitive electronic information and to manage or support a variety of business processes and activities,
including sales, billing, marketing, procurement and supply chain, manufacturing, and distribution. We use enterprise
information technology systems to record, process, and summarize financial information and results of operations for
internal reporting purposes and to comply with regulatory, financial reporting, legal, and tax requirements. Our
information technology systems, some of which are managed by third-parties, may be susceptible to damage,
disruptions, or shutdowns due to computer viruses, attacks by computer hackers, failures during the process of
upgrading or replacing software, databases or components thereof, power outages, hardware failures,
telecommunication failures, user errors, or catastrophic events. Despite the precautionary measures we have taken to
prevent breakdowns in our information technology and telephone systems, if our systems suffer severe damage,
disruption, or shutdown and we are unable to effectively resolve the issues in a timely manner, our business and
operating results may suffer.

Risks Related to Intellectual Property

We may in the future become involved in lawsuits to defend ourselves against intellectual property disputes, which
could be expensive and time consuming, and ultimately unsuccessful, and could result in the diversion of
significant resources, and hinder our ability to commercialize our existing or future products.

Our success depends in part on not infringing the patents or violating the other proprietary rights of others. Intellectual
property disputes can be costly to defend and may cause our business, operating results and financial condition to
suffer. Significant litigation regarding patent rights occurs in the medical industry. Whether merited or not, it is
possible that U.S. and foreign patents and pending patent applications controlled by third parties may be alleged to
cover our products. We may also face allegations that our employees have misappropriated the intellectual property
rights of their former employers or other third parties. Our competitors in both the United States and abroad, many of
which have substantially greater resources and have made substantial investments in patent portfolios and competing
technologies, may have applied for or obtained or may in the future apply for and obtain, patents that will prevent,
limit, or otherwise interfere with our ability to make, use, sell, and/or export our products. For example, our major
competitors, Medtronic plc, Boston Scientific Corporation and St. Jude Medical, Inc., each have significant patent
portfolios covering systems, sub-systems, methods, and manufacturing processes. These competitors may have one or
more patents for which they can threaten and/or initiate patent infringement actions against us and/or any of our
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third-party suppliers. Our ability to defend ourselves and/or our third-party suppliers may be limited by our financial
and human resources, the availability of reasonable defenses, and the ultimate acceptance of our defenses by the
courts or juries. Further, if such patents are successfully asserted against us, this may result in an adverse impact on
our business, including injunctions, damages, and/or attorneys� fees. From time to time and in the ordinary course of
business, we may
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develop non-infringement and/or invalidity positions with respect to third-party patents, which may or not be
ultimately adjudicated as successful by a judge or jury if such patents were asserted against us.

We may receive in the future, particularly as a public company, communications from patent holders, including
non-practicing entities, alleging infringement of patents or other intellectual property rights or misappropriation of
trade secrets, or offering licenses to such intellectual property. Any claims that we assert against perceived infringers
could also provoke these parties to assert counterclaims against us alleging that we infringe their intellectual property
rights. At any given time, we may be involved as either a plaintiff or a defendant in a number of patent infringement
actions, the outcomes of which may not be known for prolonged periods of time. We may also become involved in
disputes with others regarding the ownership of intellectual property rights. For example, we jointly develop
intellectual property with certain parties, and disagreements may therefore arise as to the ownership of the intellectual
property developed pursuant to these relationships. If we are unable to resolve these disputes, we could lose valuable
intellectual property rights.

The large number of patents, the rapid rate of new patent applications and issuances, the complexities of the
technologies involved and the uncertainty of litigation significantly increase the risks related to any patent litigation.
Any potential intellectual property litigation also could force us to do one or more of the following:

� stop selling, making, using, or exporting products that use the disputed intellectual property;

� obtain a license from the intellectual property owner to continue selling, making, exporting, or using products,
which license may require substantial royalty payments and may not be available on reasonable terms, or at all;

� incur significant legal expenses;

� pay substantial damages or royalties to the party whose intellectual property rights we may be found to be
infringing, potentially including treble damages if the court finds that the infringement was willful;

� if a license is available from a third-party, we may have to pay substantial royalties, upfront fees or grant
cross-licenses to intellectual property rights for our products and services;

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

� find non-infringing substitute products, which could be costly and create significant delay due to the need for
FDA regulatory clearance;

� find alternative supplies for infringing products or processes, which could be costly and create significant delay
due to the need for FDA regulatory clearance; and/or
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� redesign those products or processes that infringe any third-party intellectual property, which could be costly,
disruptive, and/or infeasible.

From time to time, we may be subject to legal proceedings and claims in the ordinary course of business with respect
to intellectual property. Even if resolved in our favor, litigation or other legal proceedings relating to intellectual
property claims may cause us to incur significant expenses, and could distract our technical and management
personnel from their normal responsibilities. In addition, there could be public announcements of the results of
hearings, motions or other interim proceedings or developments, and if securities analysts or investors perceive these
results to be negative, it could have a material adverse effect on the price of our common stock. Finally, any
uncertainties resulting from the initiation and continuation of any litigation could have a material adverse effect on our
ability to raise the funds necessary to continue our operations.

If any of the foregoing occurs, we may have to withdraw existing products from the market or may be unable to
commercialize one or more of our products, all of which could have a material adverse effect on our business, results
of operations and financial condition. Any litigation or claim against us, even those without merit, may cause us to
incur substantial costs, and could place a significant strain on our financial resources, divert the attention of
management from our core business and harm our reputation. Further, as the number of participants in the
neuromodulation industry grows, the possibility of intellectual property infringement claims against us increases.
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In addition, we may indemnify our customers, suppliers and international distributors against claims relating to the
infringement of the intellectual property rights of third parties relating to our products, methods, and/or manufacturing
processes. Third parties may assert infringement claims against our customers, suppliers, or distributors. These claims
may require us to initiate or defend protracted and costly litigation on behalf of our customers, suppliers or
distributors, regardless of the merits of these claims. If any of these claims succeed, we may be forced to pay damages
on behalf of our customers, suppliers, or distributors or may be required to obtain licenses for the products they use. If
we cannot obtain all necessary licenses on commercially reasonable terms, our customers may be forced to stop using
our products, or our suppliers may be forced to stop providing us with products.

Similarly, interference or derivation proceedings provoked by third parties or brought by the USPTO or any foreign
patent authority may be necessary to determine the priority of inventions or other matters of inventorship with respect
to our patents or patent applications. An unfavorable outcome in these or any other such proceedings could require us
to cease using the related technology or to attempt to license rights to it from the prevailing party. Our business could
be harmed if the prevailing party does not offer us a license on commercially reasonable terms, if any license is
offered at all.

We may also become involved in other proceedings, such as re-examination or opposition proceedings, before the
USPTO or its foreign counterparts relating to our intellectual property or the intellectual property rights of others.
Two of our competitors, Boston Scientific Corporation and Medtronic plc, have filed oppositions in the European
Union with respect to certain of our patents. In addition, on May 14, 2015, Boston Scientific Neuromodulation
Corporation filed with the USPTO two petitions for inter partes review challenging the validity of the �102 patent. In
November 2015, the Patent Trial and Appeals Board at the USPTO denied instituting an inter partes review of the �102
patent. In its written decision, the PTAB determined that Boston Scientific failed to establish a reasonable likelihood
of showing that any of the challenged claims of the �102 patent was invalid, and that therefore both petitions were
denied. However, defending our position in proceedings such as these will require management�s time and attention, as
well as financial costs. Given the competitive environment in which we operate, we expect additional challenges to
our intellectual property portfolio as we commence commercialization of Senza in the United States. An unfavorable
outcome in these or any other such proceedings could cause us to lose valuable intellectual property rights and/or be
unable to enforce our intellectual property rights.

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

Recent patent reform legislation could increase the uncertainties and costs surrounding the prosecution of our patent
applications and the enforcement or defense of our issued patents. On September 16, 2011, the Leahy-Smith America
Invents Act (the Leahy-Smith Act), was signed into law. The Leahy-Smith Act includes a number of significant
changes to U.S. patent law. These include provisions that affect the way patent applications are prosecuted, redefine
prior art, may affect patent litigation, and switched the United States patent system from a �first-to-invent� system to a
�first-to-file� system. Under a �first-to-file� system, assuming the other requirements for patentability are met, the first
inventor to file a patent application generally will be entitled to the patent on an invention regardless of whether
another inventor had made the invention earlier. The USPTO recently developed new regulations and procedures to
govern administration of the Leahy- Smith Act, and many of the substantive changes to patent law associated with the
Leahy-Smith Act, in particular, the first-to-file provisions, only became effective on March 16, 2013. Accordingly, it
is not clear what, if any, impact the Leahy-Smith Act will have on the operation of our business. The Leahy-Smith Act
and its implementation could increase the uncertainties and costs surrounding the prosecution of our patent
applications and the enforcement or defense of our issued patents, all of which could have a material adverse effect on
our business and financial condition.
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In addition, patent reform legislation may pass in the future that could lead to additional uncertainties and increased
costs surrounding the prosecution, enforcement and defense of our patents and applications. Furthermore, the U.S.
Supreme Court and the U.S. Court of Appeals for the Federal Circuit have made, and will
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likely continue to make, changes in how the patent laws of the United States are interpreted. Similarly, foreign courts
have made, and will likely continue to make, changes in how the patent laws in their respective jurisdictions are
interpreted. We cannot predict future changes in the interpretation of patent laws or changes to patent laws that might
be enacted into law by United States and foreign legislative bodies. Those changes may materially affect our patents
or patent applications and our ability to obtain additional patent protection in the future.

Obtaining and maintaining patent protection depends on compliance with various procedural, document
submission, fee payment and other requirements imposed by governmental patent agencies, and our patent
protection could be reduced or eliminated for non-compliance with these requirements.

The USPTO and various foreign governmental patent agencies require compliance with a number of procedural,
documentary, fee payment, and other similar provisions during the patent application process. In addition, periodic
maintenance fees on issued patents often must be paid to the USPTO and foreign patent agencies over the lifetime of
the patent. While an unintentional lapse can in many cases be cured by payment of a late fee or by other means in
accordance with the applicable rules, there are situations in which noncompliance can result in abandonment or lapse
of the patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction.
Non-compliance events that could result in abandonment or lapse of a patent or patent application include, but are not
limited to, failure to respond to official actions within prescribed time limits, non-payment of fees and failure to
properly legalize and submit formal documents. If we fail to maintain the patents and patent applications covering our
products or procedures, we may not be able to stop a competitor from marketing products that are the same as or
similar to our own, which would have a material adverse effect on our business.

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

Filing, prosecuting and defending patents on our products in all countries throughout the world would be prohibitively
expensive. The requirements for patentability may differ in certain countries, particularly developing countries, and
the breadth of patent claims allowed can be inconsistent. In addition, the laws of some foreign countries may not
protect our intellectual property rights to the same extent as laws in the United States. Consequently, we may not be
able to prevent third parties from practicing our inventions in all countries outside the United States. Competitors may
use our technologies in jurisdictions where we have not obtained patent protection to develop their own products and,
further, may export otherwise infringing products to territories in which we have patent protection that may not be
sufficient to terminate infringing activities.

We do not have patent rights in certain foreign countries in which a market may exist. Moreover, in foreign
jurisdictions where we do have patent rights, proceedings to enforce such rights could result in substantial costs and
divert our efforts and attention from other aspects of our business, could put our patents at risk of being invalidated or
interpreted narrowly, and our patent applications at risk of not issuing. Additionally, such proceedings could provoke
third parties to assert claims against us. We may not prevail in any lawsuits that we initiate and the damages or other
remedies awarded, if any, may not be commercially meaningful. Thus, we may not be able to stop a competitor from
marketing and selling in foreign countries products that are the same as or similar to our products, and our competitive
position in the international market would be harmed.

If we fail to comply with our obligations under our existing intellectual property license with the Mayo Foundation
or under future license agreements, we could lose license rights that are important to our business.

We are currently a party to a license agreement (the Mayo License), with the Mayo Foundation for Medical Education
and Research (the Mayo Foundation). Our Mayo License imposes, and we expect that future license agreements will
impose, various diligence, royalty, insurance and other obligations on us. For example, the Mayo License requires that
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we continue to use commercially reasonable efforts to commercialize products incorporating the technology we
license and to satisfy other specified obligations, including the payment of royalties on the sales of such products. If
we fail to comply with our obligations under the Mayo License or
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future license agreements, the counterparty to the license may have the right to terminate such license. We do not
believe a termination of the Mayo License would have an adverse impact on our ability to commercialize Senza due,
in part, to our proprietary patent rights; however, if the Mayo Foundation terminates the license, we may be subject to
disputes with them that could be costly and time-consuming. Further, if any future licenses we enter into are
terminated, we may need to negotiate new or reinstated licenses with less favorable terms, and we could lose access to
critical technology related to our existing or future products.

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

We could in the future be subject to claims that we or our employees have inadvertently or otherwise used or
disclosed alleged trade secrets or other proprietary information of former employers or competitors. In addition, six of
our nine executive officers and key employees, including our Chief Executive Officer, have worked for our major
competitors (or companies acquired by these competitors), which include Boston Scientific Corporation, Medtronic
plc and St. Jude Medical, Inc. Although we have procedures in place that seek to prevent our employees and
consultants from using the intellectual property, proprietary information, know-how or trade secrets of others in their
work for us, we may in the future be subject to claims that we caused an employee to breach the terms of his or her
non-competition or non-solicitation agreement, or that we or these individuals have, inadvertently or otherwise, used
or disclosed the alleged trade secrets or other proprietary information of a former employer or competitor. Litigation
may be necessary to defend against these claims. Even if we are successful in defending against these claims,
litigation could result in substantial costs and could be a distraction to management. If our defense to those claims
fails, in addition to paying monetary damages, a court could prohibit us from using technologies or features that are
essential to our products, if such technologies or features are found to incorporate or be derived from the trade secrets
or other proprietary information of the former employers. An inability to incorporate technologies or features that are
important or essential to our products would have a material adverse effect on our business, and may prevent us from
selling our products or from practicing our processes. In addition, we may lose valuable intellectual property rights or
personnel. Moreover, any such litigation or the threat thereof may adversely affect our ability to hire employees or
contract with independent sales representatives. A loss of key personnel or their work product could hamper or
prevent our ability to commercialize our products, which could have an adverse effect on our business, results of
operations and financial condition.

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

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented, declared
generic or determined to be infringing on other marks. We may not be able to protect our rights in these trademarks
and trade names, which we need in order to build name recognition with potential partners or customers in our
markets of interest. In addition, third parties have registered trademarks similar and identical to our trademarks in
foreign jurisdictions, and may in the future file for registration of such trademarks. If they succeed in registering or
developing common law rights in such trademarks, and if we were not successful in challenging such third-party
rights, we may not be able to use these trademarks to market our products in those countries. In any case, if we are
unable to establish name recognition based on our trademarks and trade names, then we may not be able to compete
effectively and our business may be adversely affected.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position may be
harmed.
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In addition to patent and trademark protection, we also rely on trade secrets, including unpatented know-how,
technology and other proprietary information, to maintain our competitive position. We seek to protect our trade
secrets, in part, by entering into non-disclosure and confidentiality agreements with parties who have access to them,
such as our consultants and vendors, or our former or current employees. We also enter into confidentiality and
invention or patent assignment agreements with our employees and consultants. Despite these
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efforts, however, any of these parties may breach the agreements and disclose our trade secrets and other unpatented
or unregistered proprietary information, and once disclosed, we are likely to lose trade secret protection. Monitoring
unauthorized uses and disclosures of our intellectual property is difficult, and we do not know whether the steps we
have taken to protect our intellectual property will be effective. In addition, we may not be able to obtain adequate
remedies for any such breaches. Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is
difficult, expensive and time-consuming, and the outcome is unpredictable. In addition, some courts inside and outside
the United States are less willing or unwilling to enforce trade secret protection.

Further, our competitors may independently develop knowledge, methods and know-how similar, equivalent, or
superior to our proprietary technology. Competitors could purchase our products and attempt to replicate some or all
of the competitive advantages we derive from our development efforts, willfully infringe our intellectual property
rights, design around our protected technology, or develop their own competitive technologies that fall outside of our
intellectual property rights. In addition, our key employees, consultants, suppliers or other individuals with access to
our proprietary technology and know-how may incorporate that technology and know-how into projects and
inventions developed independently or with third parties. As a result, disputes may arise regarding the ownership of
the proprietary rights to such technology or know-how, and any such dispute may not be resolved in our favor. If any
of our trade secrets were to be lawfully obtained or independently developed by a competitor, we would have no right
to prevent them, or those to whom they communicate it, from using that technology or information to compete with us
and our competitive position could be adversely affected. If our intellectual property is not adequately protected so as
to protect our market against competitors� products and methods, our competitive position could be adversely affected,
as could our business.

Risks Related to our Financial and Operating Results

We may be required to obtain additional funds in the future, and these funds may not be available on acceptable
terms or at all.

Our operations have consumed substantial amounts of cash since inception, and we anticipate our expenses will
increase as we continue to build a commercial sales force in the United States, investigate the use of our HF10 therapy
for the treatment of other chronic pain conditions, continue to grow our business and continue to operate as a public
company. In particular, we believe that we will continue to expend substantial resources for the foreseeable future on
the commercialization of Senza in the United States, including sales and marketing efforts and sales representative
training, seeking additional foreign regulatory approvals, the preparation and submission of regulatory filings and the
clinical development of any other product candidates we may choose to pursue. These expenditures will include costs
associated with manufacturing and supply as well as marketing and selling Senza in the United States and elsewhere,
as well as any other future products approved for sale, research and development, conducting preclinical studies and
clinical trials and obtaining regulatory approvals.

We believe that our growth will depend, in part, on our ability to fund our commercialization efforts, particularly in
the United States, and our efforts to develop Senza and our HF10 therapy for the treatment of additional chronic pain
indications and develop technology complementary to our current product. Our existing resources may not allow us to
conduct all of the activities that we believe would be beneficial for our future growth. As a result, we may need to
seek funds in the future. If we are unable to raise funds on favorable terms, or at all, we may not be able to support our
commercialization efforts or increase our research and development activities and the growth of our business may be
negatively impacted. As a result, we may be unable to compete effectively. For the three months ended March 31,
2016, our net cash used in operating activities was $30.3 million, and for the year ended December 31, 2015 was
$100.4 million. As of March 31, 2016, our working capital was $240.5 million. Our cash requirements in the future
may be significantly different from our current estimates and depend on many factors, including:
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including product sales, marketing, manufacturing and distribution;
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� the scope and timing of our investment in our U.S. commercial infrastructure and sales force in connection
with commercialization of Senza in the United States;

� the R&D activities we intend to undertake in order to expand the chronic pain indications and product
enhancements that we intend to pursue;

� the degree and rate of market acceptance of Senza in the United States and elsewhere;

� changes or fluctuations in our inventory supply needs and forecasts of our supply needs;

� the costs of filing, prosecuting, defending and enforcing any patent claims and other intellectual property
rights;

� the amount and timing of any draws we make under our credit facility;

� our need to implement additional infrastructure and internal systems;

� our ability to hire additional personnel to support our operations as a public company; and

� the emergence of competing technologies or other adverse market developments.
To finance these activities, we may seek funds through borrowings or through additional rounds of financing,
including private or public equity or debt offerings and collaborative arrangements with corporate partners. We may
be unable to raise funds on favorable terms, or at all.

The sale of additional equity or convertible debt securities could result in additional dilution to our stockholders. If we
borrow additional funds or issue debt securities, these securities could have rights superior to holders of our common
stock and could contain covenants that will restrict our operations. We might have to obtain funds through
arrangements with collaborative partners or others that may require us to relinquish rights to our technologies, product
candidates, or products that we otherwise would not relinquish. If we do not obtain additional resources, our ability to
capitalize on business opportunities will be limited, we may be unable to compete effectively and the growth of our
business will be harmed.

Our operating results may vary significantly from quarter to quarter, which may negatively impact our stock price
in the future.

Our quarterly revenue and results of operations may fluctuate from quarter to quarter due to, among others, the
following reasons:
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� physician and payor acceptance of Senza and our HF10 therapy;

� the timing, expense and results of our commercialization efforts in the United States and elsewhere, research
and development activities, clinical trials and regulatory approvals;

� fluctuations in our expenses associated with inventory buildup or write-downs from analyzing our inventory
for obsolesce or conformity with our product requirements;

� difficulties in collecting receivables related to our sales in the United States;

� fluctuations in expenses as a result of expanding our commercial operations and operating as a public
company;

� the introduction of new products and technologies by our competitors;

� the productivity of our sales representatives;

� supplier, manufacturing or quality problems with our products;

� the timing of stocking orders from our distributors;

� changes in our pricing policies or in the pricing policies of our competitors or suppliers; and

� changes in coverage amounts or government and third-party payors� reimbursement policies.
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Because of these and other factors, it is likely that in some future period our operating results will not meet investor
expectations or those of public market analysts.

Any unanticipated change in revenues or operating results is likely to cause our stock price to fluctuate. New
information may cause investors and analysts to revalue our business, which could cause a decline in our stock price.

We are required to maintain high levels of inventory, which could consume a significant amount of our resources,
reduce our cash flows and lead to inventory impairment charges.

As a result of the need to maintain substantial levels of inventory, we are subject to the risk of inventory obsolescence
and expiration, which may lead to inventory impairment charges. Our products consist of a substantial number of
individual components. In order to market and sell Senza effectively, we often must maintain high levels of inventory.
In particular, as we continue our commercial launch of Senza in the United States, we intend to substantially increase
our levels of inventory in order to meet our estimated demand and, as a result, incur significant expenditures
associated with such increases in our inventory. The manufacturing process requires lengthy lead times, during which
components of our products may become obsolete, and we may over- or under-estimate the amount needed of a given
component, in which case we may expend extra resources or be constrained in the amount of end product that we can
produce. As compared to direct manufacturers, our dependence on third-party manufacturers exposes us to greater
lead times increasing our risk of inventory obsolesce comparatively. Furthermore, our products have a limited shelf
life due to sterilization requirements, and part or all of a given product or component may expire and its value would
become impaired and we would be required to record an impairment charge. In addition, we have also experienced
inventory write-downs as a result of inventory that did not meet our product requirements. If our estimates of required
inventory are too high, we may be exposed to further inventory obsolesce risk. In the event that a substantial portion
of our inventory becomes obsolete or expires, or in the event we experience a supply chain imbalance as described
above, it could have a material adverse effect on our earnings and cash flows due to the resulting costs associated with
the inventory impairment charges and costs required to replace such inventory.

The seasonality of our business creates variance in our quarterly revenue, which makes it difficult to compare or
forecast our financial results.

Our revenue fluctuates on a seasonal basis, which affects the comparability of our results between periods. For
example, in certain years we have historically experienced lower sales in the summer months and around the holidays,
primarily due to the buying patterns and implant volumes of our distributors, hospitals and clinics. These seasonal
variations are difficult to predict accurately, may vary amongst different markets, and at times may be entirely
unpredictable, which introduce additional risk into our business as we rely upon forecasts of customer demand to
build inventory in advance of anticipated sales. In addition, we believe our limited history commercializing our
products has, in part, made our seasonal patterns more difficult to discern, making it more difficult to predict future
seasonal patterns.

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

A significant portion of our business is located outside the United States and, as a result, we generate revenue and
incur expenses denominated in currencies other than the U.S. dollar, a majority of which is denominated in Euros and
Australian Dollars. In the first half of 2015, and all of 2014 and 2013, nearly all of our total revenue was denominated
in foreign currencies. As a result, changes in the exchange rates between such foreign currencies and the U.S. dollar
could materially impact our reported results of operations and distort period to period comparisons. Fluctuations in
foreign currency exchange rates also impact the reporting of our receivables and payables in non-U.S. currencies. As a
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result of such foreign currency fluctuations, it could be more difficult to detect underlying trends in our business and
results of operations. In addition, to the extent that fluctuations in currency exchange rates cause our results of
operations to differ from our expectations or the expectations of our investors, the trading price of our common stock
could be adversely affected.
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In the future, we may engage in exchange rate hedging activities in an effort to mitigate the impact of exchange rate
fluctuations. If our hedging activities are not effective, changes in currency exchange rates may have a more
significant impact on our results of operations.

Our ability to use our net operating losses and tax credits to offset future taxable income and taxes may be subject
to certain limitations.

In general, under Section 382 of the U.S. Internal Revenue Code of 1986, as amended, a corporation that undergoes an
�ownership change� is subject to limitations on its ability to utilize its pre-change net operating loss (NOL)
carryforwards and other tax attributes, such as research and development tax credits to offset future taxable income
and taxes.

As a result of our June 2015 underwritten public offering, we have experienced a Section 382 �ownership change.� We
currently believe that this �ownership change� will not inhibit our ability to utilize our NOLs. However, as a result of
any potential future �ownership changes,� or if we do not generate sufficient taxable income in the future, we may not
be able to utilize a material portion of our NOLs and tax credits, even if we achieve profitability. If we are limited in
our ability to use our NOLs and tax credits in future years in which we have taxable income, we will pay more taxes
than if we were able to fully utilize our NOLs and tax credits. This could materially and adversely affect our results of
operations. As of December 31, 2015, we had federal and state NOLs of $187.8 million and $73.2 million,
respectively, available to offset future taxable income due to prior period losses, which if not utilized will begin to
expire in 2026 for federal purposes and 2016 for state purposes.

Risks Related to Regulation of our Industry

Senza is subject to extensive governmental regulation, and our failure to comply with applicable requirements
could cause our business to suffer.

The medical device industry is regulated extensively by governmental authorities, principally the FDA and
corresponding state and foreign regulatory agencies and authorities, such as the EU legislative bodies and the EEA
Member State Competent Authorities. The FDA and other U.S., EEA and foreign governmental agencies and
authorities regulate and oversee, among other things, with respect to medical devices:

� design, development and manufacturing;

� testing, labeling, content and language of instructions for use and storage;

� clinical trials;

� product safety;

� marketing, sales and distribution;
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� pre-market regulatory clearance and approval;

� conformity assessment procedures;

� record-keeping procedures;

� advertising and promotion;

� recalls and other field safety corrective actions;

� post-market surveillance, including reporting of deaths or serious injuries and malfunctions that, if they were to
recur, could lead to death or serious injury;

� post-market studies; and

� product import and export.
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The laws and regulations to which we are subject are complex and have tended to become more stringent over time.
Legislative or regulatory changes could result in restrictions on our ability to carry on or expand our operations, higher
than anticipated costs or lower than anticipated sales.

Our failure to comply with U.S. federal and state regulations or EEA or other foreign regulations applicable in the
countries where we operate could lead to the issuance of warning letters or untitled letters, the imposition of
injunctions, suspensions or loss of regulatory clearance or approvals, product recalls, termination of distribution,
product seizures or civil penalties. In the most extreme cases, criminal sanctions or closure of our manufacturing
facilities are possible. If any of these risks materialize, our business would be adversely affected.

Our business is subject to extensive governmental regulation that could make it more expensive and time
consuming for us to expand the potential indications for which Senza is approved or introduce new or improved
products.

Our products must comply with regulatory requirements imposed by the FDA in the United States and similar
agencies in foreign jurisdictions. These requirements involve lengthy and detailed laboratory and clinical testing
procedures, sampling activities, extensive agency review processes, and other costly and time-consuming procedures.
It often takes several years to satisfy these requirements, depending on the complexity and novelty of the product. We
also are subject to numerous additional licensing and regulatory requirements relating to safe working conditions,
manufacturing practices, environmental protection, fire hazard control, and disposal of hazardous or potentially
hazardous substances. Some of the most important requirements we must comply with include:

� the Federal Food, Drug, and Cosmetic Act and the FDA�s implementing regulations (Title 21 CFR);

� European Union CE mark requirements;

� Medical Device Quality Management System Requirements (ISO 13485:2003);

� Occupational Safety and Health Administration requirements; and

� California Department of Health Services requirements.
Government regulation may impede our ability to conduct clinical studies and to manufacture and sell our existing and
future products. Government regulation also could delay our marketing of new products for a considerable period of
time and impose costly procedures on our activities. Foreign regulatory agencies may not approve Senza and any of
our future products on a timely basis, if at all. Any delay in obtaining, or failure to obtain, such approvals could
negatively impact our marketing of any future products and reduce our product revenues.

Our products remain subject to strict regulatory controls on manufacturing, marketing and use. We may be forced to
modify or recall a product after release in response to regulatory action or unanticipated difficulties encountered in
general use. Any such action could have a material effect on the reputation of our products and on our business and
financial position.
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Further, regulations may change, and any additional regulation could limit or restrict our ability to use any of our
technologies, which could harm our business. We could also be subject to new international, federal, state or local
regulations that could affect our research and development programs and harm our business in unforeseen ways. If this
happens, we may have to incur significant costs to comply with such laws and regulations, which will harm our results
of operations.

In September 2012, the European Commission published proposals for the revision of the EU regulatory framework
for medical devices. The proposal would replace the Medical Devices Directive and the Active Implantable Medical
Devices Directive with a new regulation (the Medical Devices Regulation). Unlike the Directives that must be
implemented into national laws, the Regulation would be directly applicable in all EEA Member States and so is
intended to eliminate current national differences in regulation of medical devices.

In October 2013, the European Parliament approved a package of reforms to the European Commission�s proposals.
Under the revised proposals, only designated �special notified bodies� would be entitled to conduct
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conformity assessments of high-risk devices, such as active implantable devices. These special notified bodies will
need to notify the European Commission when they receive an application for a conformity assessment for a new
high-risk device. The European Commission will then forward the notification and the accompanying documents on
the device to the Medical Devices Coordination Group (MDCG), (a new, yet to be created, body chaired by the
European Commission, and representatives of Member States) for an opinion. These new procedures may result in the
re-assessment of our existing medical devices, or a longer or more burdensome assessment of our new products.

If adopted, the Medical Devices Regulation is expected to enter into force in 2016 and become applicable three years
thereafter. In its current form it would, among other things, also impose additional reporting requirements on
manufacturers of high risk medical devices, impose an obligation on manufacturers to appoint a �qualified person�
responsible for regulatory compliance, and provide for more strict clinical evidence requirements. While we believe
that the Medical Device Regulation, if adopted in its current form, would likely require reassessment of Senza, the
actual impact on Senza remains uncertain unless and until the adoption of a final Medical Device Regulation.

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

In the EEA, Senza must comply with the Essential Requirements laid down in Annex I to the EU Active Implantable
Medical Devices Directive. Compliance with these requirements is a prerequisite to be able to affix the CE mark to
Senza, without which Senza cannot be marketed or sold in the EEA. To demonstrate compliance with the Essential
Requirements and obtain the right to affix the CE Mark to Senza, we must undergo a conformity assessment
procedure, which varies according to the type of medical device and its classification. Except for low risk medical
devices (Class I with no measuring function and which are not sterile), where the manufacturer can issue an EC
Declaration of Conformity based on a self-assessment of the conformity of its products with the Essential
Requirements, a conformity assessment procedure requires the intervention of a Notified Body, which is an
organization designated by a competent authority of an EEA country to conduct conformity assessments. Depending
on the relevant conformity assessment procedure, the Notified Body would audit and examine the Technical File and
the quality system for the manufacture, design and final inspection of our devices. The Notified Body issues a CE
Certificate of Conformity following successful completion of a conformity assessment procedure conducted in
relation to the medical device and its manufacturer and their conformity with the Essential Requirements. This
Certificate entitles the manufacturer to affix the CE mark to its medical devices after having prepared and signed a
related EC Declaration of Conformity.

As a general rule, demonstration of conformity of medical devices and their manufacturers with the Essential
Requirements must be based, among other things, on the evaluation of clinical data supporting the safety and
performance of the products during normal conditions of use. Specifically, a manufacturer must demonstrate that the
device achieves its intended performance during normal conditions of use and that the known and foreseeable risks,
and any adverse events, are minimized and acceptable when weighed against the benefits of its intended performance,
and that any claims made about the performance and safety of the device (e.g., product labeling and instructions for
use) are supported by suitable evidence. This assessment must be based on clinical data, which can be obtained from
(1) clinical studies conducted on the devices being assessed, (2) scientific literature from similar devices whose
equivalence with the assessed device can be demonstrated or (3) both clinical studies and scientific literature. With
respect to active implantable medical devices or Class III devices, the manufacturer must conduct clinical studies to
obtain the required clinical data, unless reliance on existing clinical data from equivalent devices can be justified. The
conduct of clinical studies in the EEA is governed by detailed regulatory obligations. These may include the
requirement of prior authorization by the competent authorities of the country in which the study takes place and the
requirement to obtain a positive opinion from a competent Ethics Committee. This process can be expensive and
time-consuming.
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In order to continue to sell Senza in Europe, we must maintain our CE Mark and continue to comply with certain EU
Directives. Our failure to continue to comply with applicable foreign regulatory requirements,
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including those administered by authorities of the EEA countries, could result in enforcement actions against us,
including refusal, suspension or withdrawal of our CE Certificates of Conformity by the BSI, which could impair our
ability to market products in the EEA in the future.

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

Senza has been approved for marketing in the United States, CE Marked in the EEA and approved by the TGA in
Australia for specific treatments and anatomies. We may only promote or market the Senza SCS system for its
specifically approved indications as described on the approved label. We train our marketing and sales force against
promoting our products for uses outside of the approved indications for use, known as �off-label uses.� We cannot,
however, prevent a physician from using our product off-label, when in the physician�s independent professional
medical judgment he or she deems the use of the product in the non-approved indication as appropriate. There may be
increased risk of injury to patients if physicians attempt to use our product off-label. Furthermore, the use of our
product for indications other than those approved by the applicable regulatory body may not effectively treat such
conditions, which could harm our reputation in the marketplace among physicians and patients.

Physicians may also misuse our product or use improper techniques if they are not adequately trained, potentially
leading to injury and an increased risk of product liability. If our product is misused or used with improper technique,
we may become subject to costly litigation by our customers or their patients. Product liability claims could divert
management�s attention from our core business, be expensive to defend, and result in sizable damage awards against us
that may not be covered by insurance. In addition, if the FDA determines that our promotional materials, training or
physician support activities constitute promotion of an off-label use, it could request that we modify our training,
promotional materials or physician support activities or subject us to regulatory or enforcement actions, including the
issuance of an untitled letter, a warning letter, injunction, seizure, civil fine or criminal penalties. It is also possible
that other federal, state or foreign enforcement authorities might take action if they consider our business activities to
constitute promotion of an off-label use, which could result in significant penalties, including, but not limited to,
criminal, civil and/or administrative penalties, damages, fines, disgorgement, exclusion from participation in
government healthcare programs, and the curtailment of our operations. Further, regulators or legislators may also
enhance the enforcement of, and attempt to curtail, any off-label use by physicians of medical devices in the future.
Any of these events could significantly harm our business and results of operations and cause our stock price to
decline.

Further, the advertising and promotion of our products is subject to EEA Member States laws implementing
Directive 93/42/EEC concerning Medical Devices (the EU Medical Devices Directive), Directive 2006/114/EC
concerning misleading and comparative advertising, and Directive 2005/29/EC on unfair commercial practices, as
well as other EEA Member State legislation governing the advertising and promotion of medical devices. EEA
Member State legislation may also restrict or impose limitations on our ability to advertise our products directly to the
general public. In addition, voluntary EU and national Codes of Conduct provide guidelines on the advertising and
promotion of our products to the general public and may impose limitations on our promotional activities with
healthcare professionals.

Senza may in the future be subject to notifications, recalls, or voluntary market withdrawals that could harm our
reputation, business and financial results.

The FDA, EEA Competent Authorities and similar foreign governmental authorities have the authority to require the
recall of commercialized products in the event of material deficiencies or defects in design or manufacture that could
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affect patient safety. In the case of the FDA, the authority to require a recall must be based on an FDA finding that
there is a reasonable probability that the device would cause serious adverse health consequences or death.
Manufacturers may, under their own initiative, conduct a product notification or recall to inform physicians of
changes to instructions for use (IFU), or if a deficiency in a device is found or suspected. A government-mandated
recall or voluntary recall by us or one of our distributors could occur as a result of
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component failures, manufacturing errors, design or labeling defects or other issues. Recalls, which include certain
notifications and corrections as well as removals, of Senza could divert managerial and financial resources and could
have an adverse effect on our financial condition, harm our reputation with customers, and reduce our ability to
achieve expected revenue.

In addition, the manufacturing of our products is subject to extensive post-market regulation by the FDA and foreign
regulatory authorities, and any failure by us or our contract manufacturers or suppliers to comply with regulatory
requirements could result in recalls, facility closures, and other penalties. We and our suppliers and contract
manufacturers are subject to the FDA�s Quality System Regulation (QSR), and comparable foreign regulations which
govern the methods used in, and the facilities and controls used for, the design, manufacture, quality assurance,
labeling, packaging, sterilization, storage, shipping, and servicing of medical devices. These regulations are enforced
through periodic inspections of manufacturing facilities. Any manufacturing issues at our or our suppliers� or contract
manufacturers� facilities, including failure to comply with regulatory requirements, may result in warning or untitled
letters, manufacturing restrictions, voluntary or mandatory recalls or corrections, fines, withdrawals of regulatory
clearances or approvals, product seizures, injunctions, or the imposition of civil or criminal penalties, which would
adversely affect our business results and prospects.

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

Under the FDA medical device reporting (MDR), regulations, medical device manufacturers are required to submit
information to the FDA when they receive a report or become aware that a device has or may have caused or
contributed to a death or serious injury or has or may have a malfunction that would likely cause or contribute to death
or serious injury if the malfunction were to recur. All manufacturers placing medical devices on the market in the
EEA are legally bound to report incidents involving devices they produce or sell to the regulatory agency, or
competent authority, in whose jurisdiction the incident occurred. Under the EU Medical Devices Directive (Directive
93/42/EEC), an incident is defined as any malfunction or deterioration in the characteristics and/or performance of a
device, as well as any inadequacy in the labeling or the instructions for use which, directly or indirectly, might lead to
or might have led to the death of a patient, or user or of other persons or to a serious deterioration in their state of
health.

Malfunction of our products could result in future voluntary corrective actions, such as recalls, including corrections,
or customer notifications, or agency action, such as inspection or enforcement actions. If malfunctions do occur, we
may be unable to correct the malfunctions adequately or prevent further malfunctions, in which case we may need to
cease manufacture and distribution of the affected products, initiate voluntary recalls, and redesign the products.
Regulatory authorities may also take actions against us, such as ordering recalls, imposing fines, or seizing the
affected products. Any corrective action, whether voluntary or involuntary, will require the dedication of our time and
capital, distract management from operating our business, and may harm our reputation and financial results.

A recall of our products, either voluntarily or at the direction of the FDA, an EEA Competent Authority or another
governmental authority, or the discovery of serious safety issues with our products, could have a significant
adverse impact on us.

The FDA and similar foreign governmental authorities such as the Competent Authorities of the EEA countries have
the authority to require the recall of commercialized products in the event of material deficiencies or defects in design
or manufacture or in the event that a product poses an unacceptable risk to health. Manufacturers may, under their
own initiative, recall a product if any material deficiency in a device is found. A government-mandated or voluntary
recall by us or one of our distributors could occur as a result of an unacceptable risk to health, component failures,
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manufacturing errors, design or labeling defects or other deficiencies and issues. Recalls of any of our products would
divert managerial and financial resources and have an adverse effect on our reputation, results of operations and
financial condition, which could impair our ability to produce our products in a cost-effective and timely manner in
order to meet our customers� demands. We may also be required to bear other costs or take other actions that may have
a negative impact on our future sales and our ability to generate profits.
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We may be subject to federal, state and foreign healthcare laws and regulations, and a finding of failure to comply
with such laws and regulations could have a material adverse effect on our business.

Although we do not provide healthcare services, submit claims for third-party reimbursement, or receive payments
directly from Medicare, Medicaid or other third-party payors for our products, we are subject to healthcare fraud and
abuse regulation and enforcement by federal, state and foreign governments, which could significantly impact our
business. In the United States, the laws that may affect our ability to operate include, but are not limited to:

� the federal Anti-Kickback Statute, which prohibits, among other things, persons and entities from knowingly
and willfully soliciting, receiving, offering, or paying remuneration, directly or indirectly, in cash or in kind, in
exchange for or to induce either the referral of an individual for, or the purchase, lease, order or
recommendation of, any good, facility, item or service for which payment may be made, in whole or in part,
under federal healthcare programs such as Medicare and Medicaid. A person or entity does not need to have
actual knowledge of this statute or specific intent to violate it;

� federal civil and criminal false claims laws and civil monetary penalty laws, including civil whistleblower or
qui tam actions, that prohibit, among other things, knowingly presenting, or causing to be presented, claims for
payment or approval to the federal government that are false or fraudulent, knowingly making a false statement
material to an obligation to pay or transmit money or property to the federal government or knowingly
concealing or knowingly and improperly avoiding or decreasing an obligation to pay or transmit money or
property to the federal government;

� the federal Health Insurance Portability and Accountability Act of 1996 (HIPAA), which created federal
criminal laws that prohibit executing a scheme to defraud any healthcare benefit program or making false
statements relating to healthcare matters. A person or entity does not need to have actual knowledge of these
statutes or specific intent to violate them;

� HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009
(HITECH), and their respective implementing regulations, which impose requirements on certain covered
healthcare providers, health plans and healthcare clearinghouses as well as their business associates that
perform services for them that involve individually identifiable health information, relating to the privacy,
security and transmission of individually identifiable health information without appropriate authorization,
including mandatory contractual terms as well as directly applicable privacy and security standards and
requirements;

� the federal physician sunshine requirements under the Patient Protection and Affordable Care Act, as amended
by the Health Care and Education Reconciliation Act (collectively, the ACA), which require certain
manufacturers of drugs, devices, biologics, and medical supplies to report annually to the U.S. Department of
Health and Human Services information related to payments and other transfers of value to physicians (defined
to include doctors, dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, and ownership
and investment interests held by physicians and their immediate family members. The period between
August 1, 2013 and December 31, 2013 was the first reporting period, and manufacturers were required to
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report aggregate payment data by March 31, 2014, and to report detailed payment data and submit legal
attestation to the accuracy of such data by June 30, 2014. Thereafter, manufacturers must submit reports by the
90th day of each subsequent calendar year;

� state and foreign law equivalents of each of the above federal laws, such as state anti-kickback and false claims
laws that may apply to items or services reimbursed by any third-party payor, including commercial insurers;
state laws that require device companies to comply with the industry�s voluntary compliance guidelines and the
relevant compliance guidance promulgated by the federal government, or otherwise restrict payments that may
be made to healthcare providers and other potential referral sources; state laws that require device
manufacturers to report information related to payments and other transfers of value to physicians and other
healthcare providers or marketing expenditures; and state and foreign laws governing the privacy and security
of health information in certain circumstances, many of which differ from each other in significant ways and
often are not preempted by HIPAA.
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The scope and enforcement of each of these laws is uncertain and subject to rapid change in the current environment
of healthcare reform, especially in light of the lack of applicable precedent and regulations. Federal and state
enforcement bodies have recently increased their scrutiny of interactions between healthcare companies and
healthcare providers, which has led to a number of investigations, prosecutions, convictions and settlements in the
healthcare industry. Responding to investigations can be time-and resource-consuming and can divert management�s
attention from the business. Additionally, as a result of these investigations, healthcare providers and entities may
have to agree to additional onerous compliance and reporting requirements as part of a consent decree or corporate
integrity agreement. Any such investigation or settlement could increase our costs or otherwise have an adverse effect
on our business.

If our operations are found to be in violation of any of the laws described above or any other governmental regulations
that apply to us now or in the future, we may be subject to penalties, including civil and criminal penalties, damages,
fines, disgorgement, exclusion from governmental health care programs, and the curtailment or restructuring of our
operations, any of which could adversely affect our ability to operate our business and our financial results.

Healthcare legislative reform measures may have a material adverse effect on us.

In March 2010, the ACA was signed into law, which includes, among other things, a deductible 2.3% excise tax on
any entity that manufactures or imports medical devices offered for sale in the United States, with limited exceptions,
effective January 1, 2013. Subsequently, this excise tax was eliminated effective January 1, 2016. If it were to be
reinstated, this excise tax would result in a significant increase in the tax burden on our industry, and if any efforts we
undertake to offset the excise tax are unsuccessful as we begin to sell the product in the United States, the increased
tax burden could have an adverse effect on our results of operations and cash flows. Other elements of the PPACA,
including comparative effectiveness research, an independent payment advisory board and payment system reforms,
including shared savings pilots and other provisions, may significantly affect the payment for, and the availability of,
healthcare services and result in fundamental changes to federal healthcare reimbursement programs, any of which
may materially affect numerous aspects of our business.

In addition, other legislative changes have been proposed and adopted in the United States since the ACA was
enacted. On August 2, 2011, the Budget Control Act of 2011 among other things, created measures for spending
reductions by Congress. A Joint Select Committee on Deficit Reduction, tasked with recommending a targeted deficit
reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals, thereby
triggering the legislation�s automatic reduction to several government programs. This includes aggregate reductions of
Medicare payments to providers of 2% per fiscal year, which went into effect on April 1, 2013, and will remain in
effect through 2024 unless additional Congressional action is taken. On January 2, 2013, the American Taxpayer
Relief Act of 2012 (the ATRA), was signed into law which, among other things, further reduced Medicare payments
to certain providers, including hospitals.

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

Our future success depends on our ability to develop, receive regulatory clearance or approval for, additional
chronic pain indications for Senza and introduce new products or product enhancements that will be accepted by
the market in a timely manner.

It is important to our business that we build a pipeline of product offerings for treatment of chronic pain. As such, our
success will depend in part on our ability to expand the chronic pain indications for which Senza may be used and/or
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develop and introduce new products. However, we may not be able to successfully develop and obtain regulatory
clearance or approval for expanded indications or product enhancements, or new products, or these products may not
be accepted by physicians or the payors who financially support many of the procedures performed with our products.
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The success of any new product offering or enhancement to an existing product will depend on a number of factors,
including our ability to:

� identify and anticipate physician and patient needs properly;

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

� avoid infringing upon the intellectual property rights of third parties;

� demonstrate, if required, the safety and efficacy of new products with data from preclinical and clinical studies;

� obtain the necessary regulatory clearances or approvals for new products or product enhancements;

� comply fully with FDA and foreign regulations on marketing of new devices or modified products;

� provide adequate training to potential users of our products; and

� receive adequate coverage and reimbursement for procedures performed with our products.
If we do not develop new products or product enhancements in time to meet market demand or if there is insufficient
demand for these products or enhancements, or if our competitors introduce new products with functionalities that are
superior to ours, our results of operations will suffer.

Risks Related to the Notes

The notes are effectively subordinated to our secured debt and any liabilities of our subsidiaries.

The notes will rank senior in right of payment to any of our indebtedness that is expressly subordinated in right of
payment to the notes; equal in right of payment to any of our liabilities that are not so subordinated; effectively junior
in right of payment to any of our secured indebtedness to the extent of the value of the assets securing such
indebtedness; and structurally junior to all indebtedness and other liabilities (including trade payables) of our
subsidiaries. In the event of our bankruptcy, liquidation, reorganization or other winding up, our assets that secure
debt ranking senior in right of payment to the notes will be available to pay obligations on the notes only after the
secured debt has been repaid in full from these assets. There may not be sufficient assets remaining to pay amounts
due on any or all of the notes then outstanding. The indenture governing the notes will not prohibit us from incurring
additional senior debt or secured debt, nor will it prohibit any of our subsidiaries from incurring additional liabilities.

As of March 31, 2016, our total consolidated indebtedness was $20.0 million, all of which was senior secured
indebtedness under our credit facility, and our subsidiaries had $2.1 million of indebtedness and other liabilities
(including trade payables, but excluding intercompany obligations and liabilities of a type not required to be reflected
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on a balance sheet of such subsidiaries in accordance with GAAP) to which the notes would have been structurally
subordinated. After giving effect to the issuance of the notes and the repayment of amounts outstanding under the
credit facility with a portion of such proceeds (assuming no exercise of the underwriters� over-allotment option), our
total consolidated indebtedness would have been $150.0 million as of March 31, 2016.

The notes are our obligations only and our operations are conducted through, and a substantial portion of our
consolidated assets are held by, our subsidiaries.

The notes are our obligations exclusively and are not guaranteed by any of our operating subsidiaries. A substantial
portion of our consolidated assets is held by our subsidiaries. Accordingly, our ability to service our debt, including
the notes, depends on the results of operations of our subsidiaries and upon the ability of such subsidiaries to provide
us with cash, whether in the form of dividends, loans or otherwise, to pay amounts due on our obligations, including
the notes. Our subsidiaries are separate and distinct legal entities and have no obligation, contingent or otherwise, to
make payments on the notes or to make any funds available for that purpose. In addition, dividends, loans or other
distributions to us from such subsidiaries may be subject to contractual and other restrictions and are subject to other
business considerations.
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Servicing our debt requires a significant amount of cash, and we may not have sufficient cash flow from our
business to pay our substantial debt.

Our ability to make scheduled payments of the principal of, to pay interest on or to refinance our indebtedness,
including the notes, depends on our future performance, which is subject to economic, financial, competitive and other
factors beyond our control. Our business may not continue to generate cash flow from operations in the future
sufficient to service our debt and make necessary capital expenditures. If we are unable to generate such cash flow, we
may be required to adopt one or more alternatives, such as selling assets, restructuring debt or obtaining additional
equity capital on terms that may be onerous or highly dilutive. Our ability to refinance our indebtedness will depend
on the capital markets and our financial condition at such time. We may not be able to engage in any of these activities
or engage in these activities on desirable terms, which could result in a default on our debt obligations.

Recent and future regulatory actions and other events may adversely affect the trading price and liquidity of the
notes.

We expect that many investors in, and potential purchasers of, the notes will employ, or seek to employ, a convertible
arbitrage strategy with respect to the notes. Investors would typically implement such a strategy by selling short the
common stock underlying the notes and dynamically adjusting their short position while continuing to hold the notes.
Investors may also implement this type of strategy by entering into swaps on our common stock in lieu of or in
addition to short selling the common stock.

The SEC and other regulatory and self-regulatory authorities have implemented various rules and taken certain
actions, and may in the future adopt additional rules and take other actions, that may impact those engaging in short
selling activity involving equity securities (including our common stock). Such rules and actions include Rule 201 of
SEC Regulation SHO, the adoption by the Financial Industry Regulatory Authority, Inc., or FINRA, and the national
securities exchanges of a �Limit Up-Limit Down� program, the imposition of market-wide circuit breakers that halt
trading of securities for certain periods following specific market declines, and the implementation of certain
regulatory reforms required by the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010. Any
governmental or regulatory action that restricts the ability of investors in, or potential purchasers of, the notes to effect
short sales of our common stock, borrow our common stock or enter into swaps on our common stock could adversely
affect the trading price and the liquidity of the notes.

Volatility in the market price and trading volume of our common stock could adversely impact the trading price of
the notes.

The stock market in recent years has experienced significant price and volume fluctuations that have often been
unrelated to the operating performance of companies. The market price of our common stock could fluctuate
significantly for many reasons, including in response to the risks described in this section, elsewhere in this prospectus
supplement or the documents we have incorporated by reference in this prospectus supplement or for reasons
unrelated to our operations, such as reports by industry analysts, investor perceptions or negative announcements by
our customers, competitors or suppliers regarding their own performance, as well as industry conditions and general
financial, economic and political instability. A decrease in the market price of our common stock would likely
adversely impact the trading price of the notes. The market price of our common stock could also be affected by
possible sales of our common stock by investors who view the notes as a more attractive means of equity participation
in us and by hedging or arbitrage trading activity that we expect to develop involving our common stock. This trading
activity could, in turn, affect the trading price of the notes.

We may incur substantially more debt or take other actions which would intensify the risks discussed above.
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We and our subsidiaries may incur substantial additional debt in the future, subject to the restrictions contained in any
debt instruments we may have, some of which debt may be secured debt. We will not be restricted under the terms of
the indenture governing the notes from incurring additional debt, securing existing or future debt, recapitalizing our
debt or taking a number of other actions that are not limited by the terms of the indenture governing the notes that
could have the effect of diminishing our ability to make payments on the notes
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when due. Our existing credit facility restricts our ability to incur additional indebtedness, including secured
indebtedness, but if the facility matures or is repaid, we may not be subject to such restrictions under the terms of any
subsequent indebtedness.

We may not have the ability to raise the funds necessary to repurchase the notes upon a fundamental change or to
settle conversions of the notes in cash, and our future debt may contain limitations on our ability to pay cash upon
conversion or repurchase of the notes.

Holders of the notes will have the right to require us to repurchase all or a portion of their notes upon the occurrence
of a fundamental change at a repurchase price equal to 100% of the principal amount of the notes to be repurchased,
plus accrued and unpaid interest, if any, as described under �Description of Notes�Fundamental Change Permits Holders
to Require Us to Repurchase Notes.� In addition, upon conversion of the notes, unless we elect to deliver solely shares
of our common stock to settle such conversion (other than paying cash in lieu of delivering any fractional share) or we
are unable to take advantage of the procedures described in �Description of Notes�Exchange in Lieu of Conversion,� we
will be required to make cash payments in respect of the notes being converted as described under �Description of
Notes�Conversion Rights�Settlement upon Conversion.� However, we may not have enough available cash or be able to
obtain financing at the time we are required to make repurchases of notes surrendered therefor or pay cash with
respect to notes being converted.

In addition, our ability to repurchase or to pay cash upon conversion of the notes may be limited by law, regulatory
authority or agreements governing our future indebtedness. Our failure to repurchase notes at a time when the
repurchase is required by the indenture or to pay any cash upon conversion of the notes as required by the indenture
would constitute a default under the indenture. A default under the indenture or the fundamental change itself could
also lead to a default under agreements governing our future indebtedness. If the payment of the related indebtedness
were to be accelerated after any applicable notice or grace periods, we may not have sufficient funds to repay the
indebtedness and repurchase the notes or to pay cash upon conversion of the notes.

Any senior secured credit facility we enter into may limit our ability to pay any cash amount upon the conversion
or repurchase of the notes.

Our existing senior secured credit facility prohibits us from making any cash payments on the conversion or
repurchase of the notes if an event of default exists under that facility or if, after giving effect to such conversion or
repurchase (and any additional indebtedness incurred in connection with such conversion or a repurchase), we would
not be in pro forma compliance with our financial covenants under that facility. While we are repaying this facility
with a portion of the proceeds of this offering, any new credit facility that we may enter into may have similar
restrictions. Our failure to make cash payments upon the conversion or repurchase of the notes as required under the
terms of the notes would permit holders of the notes to accelerate our obligations under the notes.

The conditional conversion feature of the notes, if triggered, may adversely affect our financial condition and
operating results.

In the event the conditional conversion feature of the notes is triggered, holders of notes will be entitled to convert the
notes at any time during specified periods at their option. See �Description of Notes�Conversion Rights.� If one or more
holders elect to convert their notes, unless we elect to satisfy our conversion obligation by delivering solely shares of
our common stock (other than paying cash in lieu of delivering any fractional share), we would be required to settle a
portion or all of our conversion obligation through the payment of cash, which could adversely affect our liquidity. In
addition, even if holders do not elect to convert their notes, we could be required under applicable accounting rules to
reclassify all or a portion of the outstanding principal of the notes as a current rather than long-term liability, which
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The accounting method for convertible debt securities that may be settled in cash, such as the notes, could have a
material effect on our reported financial results.

In May 2008, the Financial Accounting Standards Board, which we refer to as FASB, issued FASB Staff Position No.
APB 14-1, Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon Conversion (Including
Partial Cash Settlement), which has subsequently been codified as Accounting Standards Codification 470-20, Debt
with Conversion and Other Options, which we refer to as ASC 470-20. Under ASC 470-20, an entity must separately
account for the liability and equity components of the convertible debt instruments (such as the notes) that may be
settled entirely or partially in cash upon conversion in a manner that reflects the issuer�s economic interest cost. The
effect of ASC 470-20 on the accounting for the notes is that the equity component is required to be included in the
additional paid-in capital section of stockholders� equity on our consolidated balance sheet, and the value of the equity
component would be treated as debt discount for purposes of accounting for the debt component of the notes. As a
result, we will be required to record a greater amount of non-cash interest expense in current periods presented as a
result of the amortization of the discounted carrying value of the notes to their face amount over the term of the notes.
We will report lower net income in our financial results because ASC 470-20 will require interest to include both the
current period�s amortization of the debt discount and the instrument�s non-convertible interest rate, which could
adversely affect our reported or future financial results, the trading price of our common stock and the trading price of
the notes.

In addition, under certain circumstances, convertible debt instruments (such as the notes) that may be settled entirely
or partly in cash are currently accounted for utilizing the treasury stock method, the effect of which is that the shares
issuable upon conversion of the notes are not included in the calculation of diluted earnings per share except to the
extent that the conversion value of the notes exceeds their principal amount. Under the treasury stock method, for
diluted earnings per share purposes, the transaction is accounted for as if the number of shares of common stock that
would be necessary to settle such excess, if we elected to settle such excess in shares, are issued. We cannot be sure
that the accounting standards in the future will continue to permit the use of the treasury stock method. If we are
unable to use the treasury stock method in accounting for the shares issuable upon conversion of the notes, then our
diluted earnings per share would be adversely affected.

Future sales of our common stock in the public market could lower the market price for our common stock and
adversely impact the trading price of the notes.

In the future, we may sell additional shares of our common stock to raise capital. In addition, a substantial number of
shares of our common stock is reserved for issuance upon the exercise of stock options, upon the vesting of restricted
stock units, upon conversion of the notes and upon exercise of the warrants in the warrant transactions we entered into
concurrently with the pricing of the notes. We cannot predict the size of future issuances or the effect, if any, that they
may have on the market price for our common stock. The issuance and sale of substantial amounts of common stock,
or the perception that such issuances and sales may occur, could adversely affect the trading price of the notes and the
market price of our common stock and impair our ability to raise capital through the sale of additional equity
securities.

As of March 31, 2016, we had outstanding approximately 28.3 million shares of our common stock and options to
purchase approximately 3.2 million shares of our common stock (of which approximately 1.4 million were exercisable
as of that date). We also had outstanding approximately 0.2 million shares of our common stock issuable pursuant to
outstanding restricted stock units. The sale or the availability for sale of a large number of shares of our common stock
in the public market could cause the market price of our common stock, and the value of your notes, to decline.
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Holders of notes will not be entitled to any rights with respect to our common stock, but they will be subject to all
changes made with respect to them to the extent our conversion obligation includes shares of our common stock.

Holders of notes will not be entitled to any rights with respect to our common stock (including, without limitation,
voting rights and rights to receive any dividends or other distributions on our common stock) prior to the conversion
date relating to such notes (if we have elected to settle the relevant conversion by delivering
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solely shares of our common stock (other than paying cash in lieu of delivering any fractional share)) or the last
trading day of the relevant observation period (if we elect to pay and deliver, as the case may be, a combination of
cash and shares of our common stock in respect of the relevant conversion), but holders of notes will be subject to all
changes affecting our common stock. For example, if an amendment is proposed to our certificate of incorporation or
bylaws requiring stockholder approval and the record date for determining the stockholders of record entitled to vote
on the amendment occurs prior to the conversion date related to a holder�s conversion of its notes (if we have elected to
settle the relevant conversion by delivering solely shares of our common stock (other than paying cash in lieu of
delivering any fractional share)) or the last trading day of the relevant observation period (if we elect to pay and
deliver, as the case may be, a combination of cash and shares of our common stock in respect of the relevant
conversion), such holder will not be entitled to vote on the amendment, although such holder will nevertheless be
subject to any changes affecting our common stock.

The conditional conversion feature of the notes could result in your receiving less than the value of our common
stock into which the notes would otherwise be convertible.

Prior to the close of business on the business day immediately preceding December 1, 2020, you may convert your
notes only if specified conditions are met. If the specific conditions for conversion are not met, you will not be able to
convert your notes, and you may not be able to receive the value of the cash, common stock or a combination of cash
and common stock, as applicable, into which the notes would otherwise be convertible.

Upon conversion of the notes, you may receive less valuable consideration than expected because the value of our
common stock may decline after you exercise your conversion right but before we settle our conversion obligation.

Under the notes, a converting holder will be exposed to fluctuations in the value of our common stock during the
period from the date such holder surrenders notes for conversion until the date we settle our conversion obligation.

Upon conversion of the notes, we have the option to pay or deliver, as the case may be, cash, shares of our common
stock, or a combination of cash and shares of our common stock. If we elect to satisfy our conversion obligation in
cash or a combination of cash and shares of our common stock, the amount of consideration that you will receive upon
conversion of your notes will be determined by reference to the volume-weighted average price of our common stock
for each trading day in a 30 trading day observation period. As described under �Description of Notes�Conversion
Rights�Settlement Upon Conversion,� this period would be: (i) if the relevant conversion date occurs prior to
December 1, 2020, the 30 consecutive trading days beginning on, and including, the second trading day immediately
succeeding such conversion date; and (ii) if the relevant conversion date occurs during the period from, and including,
December 1, 2020 to the close of business on the second scheduled trading day immediately preceding the maturity
date, the 30 consecutive trading days beginning on, and including, the 32nd scheduled trading day immediately
preceding the maturity date. Accordingly, if the price of our common stock decreases during this period, the amount
and/or value of consideration you receive will be adversely affected. In addition, if the market price of our common
stock at the end of such period is below the average volume-weighted average price of our common stock during such
period, the value of any shares of our common stock that you will receive in satisfaction of our conversion obligation
will be less than the value used to determine the number of shares that you will receive.

If we elect to satisfy our conversion obligation solely in shares of our common stock upon conversion of the notes, we
will be required to deliver the shares of our common stock, together with cash for any fractional share, on the third
business day following the relevant conversion date. Accordingly, if the price of our common stock decreases during
this period, the value of the shares that you receive will be adversely affected and would be less than the conversion
value of the notes on the conversion date.
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The indenture governing the notes will not contain any financial or operating covenants or restrictions on the
payments of dividends, the incurrence of indebtedness or the issuance or repurchase of securities by us or any
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of our subsidiaries. The indenture will not contain any covenants or other provisions to afford protection to holders of
the notes in the event of a fundamental change or other corporate transaction involving us except to the extent
described under �Description of Notes�Fundamental Change Permits Holders to Require Us to Repurchase Notes,�
�Description of Notes�Conversion Rights�Increase in Conversion Rate upon Conversion upon a Make-Whole
Fundamental Change� and �Description of Notes�Consolidation, Merger and Sale of Assets.�

The increase in the conversion rate for notes converted in connection with a make-whole fundamental change may
not adequately compensate you for any lost value of your notes as a result of such transaction.

If a make-whole fundamental change occurs prior to the maturity date, under certain circumstances, we will increase
the conversion rate by a number of additional shares of our common stock for notes converted in connection with such
make-whole fundamental change. The increase in the conversion rate will be determined based on the date on which
the specified corporate transaction becomes effective and the price paid (or deemed to be paid) per share of our
common stock in such transaction, as described below under �Description of Notes�Conversion Rights�Increase in
Conversion Rate upon Conversion upon a Make-Whole Fundamental Change.� The increase in the conversion rate for
notes converted in connection with a make-whole fundamental change may not adequately compensate you for any
lost value of your notes as a result of such transaction. In addition, if the price of our common stock in the transaction
is greater than $300.00 per share or less than $72.73 per share (in each case, subject to adjustment), no additional
shares will be added to the conversion rate. Moreover, in no event will the conversion rate per $1,000 principal
amount of notes as a result of this adjustment exceed 13.7494 shares of common stock, subject to adjustment in the
same manner as the conversion rate as set forth under �Description of Notes�Conversion Rights�Conversion Rate
Adjustments.�

Our obligation to increase the conversion rate for notes converted in connection with a make-whole fundamental
change could be considered a penalty, in which case the enforceability thereof would be subject to general principles
of reasonableness and equitable remedies.

The conversion rate of the notes may not be adjusted for all dilutive events.

The conversion rate of the notes is subject to adjustment for certain events, including, but not limited to, the issuance
of certain stock dividends on our common stock, the issuance of certain rights or warrants, subdivisions,
combinations, distributions of capital stock, indebtedness, or assets, cash dividends and certain issuer tender or
exchange offers as described under �Description of Notes�Conversion Rights�Conversion Rate Adjustments.� However,
the conversion rate will not be adjusted for other events, such as a third-party tender or exchange offer or an issuance
of common stock for cash, that may adversely affect the trading price of the notes or the market price of our common
stock. An event that adversely affects the value of the notes may occur, and that event may not result in an adjustment
to the conversion rate.

Some significant restructuring transactions may not and changes in the composition of our board will not
constitute a fundamental change, in which case we would not be obligated to offer to repurchase the notes.

Upon the occurrence of a fundamental change, you have the right to require us to repurchase your notes. However, the
fundamental change provisions will not afford protection to holders of notes in the event of other transactions that
could adversely affect the notes. For example, transactions such as leveraged recapitalizations, refinancings,
restructurings, or acquisitions initiated by us may not constitute a fundamental change requiring us to repurchase the
notes. In the event of any such transaction, the holders would not have the right to require us to repurchase the notes,
even though each of these transactions could increase the amount of our indebtedness, or otherwise adversely affect
our capital structure or any credit ratings, thereby adversely affecting the holders of notes.

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 94



In addition, absent the occurrence of a fundamental change as described under �Description of Notes�Fundamental
Change Permits Holders to Require Us to Repurchase Notes� or a make-whole fundamental change as described under
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upon a Make-Whole Fundamental Change,� changes in the composition of our board of directors will not provide
holders with the right to require us to repurchase the notes or to an increase in the conversion rate upon conversion.

We cannot assure you that an active trading market will develop for the notes.

Prior to this offering, there has been no trading market for the notes, and we do not intend to apply to list the notes on
any securities exchange or to arrange for quotation on any automated dealer quotation system. We have been informed
by the underwriters that they intend to make a market in the notes after the offering is completed. However, the
underwriters may cease their market-making at any time without notice. In addition, the liquidity of the trading market
in the notes, and the market price quoted for the notes, may be adversely affected by changes in the overall market for
this type of security and by changes in our financial performance or prospects or in the prospects for companies in our
industry generally. As a result, we cannot assure you that an active trading market will develop for the notes. If an
active trading market does not develop or is not maintained, the market price and liquidity of the notes may be
adversely affected. In that case you may not be able to sell your notes at a particular time or you may not be able to
sell your notes at a favorable price.

Any adverse rating of the notes may cause their trading price to fall.

We do not intend to seek a rating on the notes. However, if a rating service were to rate the notes and if such rating
service were to lower its rating on the notes below the rating initially assigned to the notes or otherwise announces its
intention to put the notes on credit watch, the trading price of the notes could decline.

You will be subject to tax if we make or fail to make certain adjustments to the conversion rate of the notes even
though you do not receive a corresponding cash distribution.

The conversion rate of the notes is subject to adjustment in certain circumstances, including the payment of cash
dividends. If the conversion rate is adjusted as a result of a distribution that is taxable to our common stockholders,
such as a cash dividend, you will be deemed to have received a dividend subject to U.S. federal income tax without
the receipt of any cash. In addition, a failure to adjust (or to adjust adequately) the conversion rate after an event that
increases your proportionate interest in us could be treated as a deemed taxable dividend to you. If a make-whole
fundamental change occurs prior to the maturity date, under some circumstances, we will increase the conversion rate
for notes converted in connection with the make-whole fundamental change. Such increase may also be treated as a
distribution subject to U.S. federal income tax as a dividend. See �Material U.S. Federal Income Tax Considerations.� If
you are a non-U.S. holder (as defined in �Material U.S. Federal Income Tax Considerations�), any deemed dividend
would generally be subject to U.S. federal withholding tax at a 30% rate, or such lower rate as may be specified by an
applicable treaty, which may be set off against subsequent payments on the notes. On April 12, 2016, the Internal
Revenue Service proposed regulations addressing the amount and timing of deemed distributions, obligations of
withholding agents and filing and notice obligations of issuers, which if adopted could affect the U.S. federal income
tax treatment of a holder of notes deemed to receive such a distribution. See �Material U.S. Federal Income Tax
Considerations.�

The convertible note hedge and warrant transactions may affect the value of the notes and our common stock.

In connection with the pricing of the notes, we entered into convertible note hedge transactions with the option
counterparties. The convertible note hedge transactions are expected generally to reduce the potential dilution upon
conversion of the notes and/or offset any cash payments we are required to make in excess of the principal amount of
converted notes, as the case may be. We also entered into warrant transactions with the option counterparties.
However, the warrant transactions could separately have a dilutive effect on our common stock to the extent that the
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exercise their over-allotment option, we expect to enter into additional convertible note hedge transactions and
additional warrant transactions with the option counterparties.

In connection with establishing their initial hedges of the convertible note hedge and warrant transactions, the option
counterparties or their respective affiliates expect to enter into various derivative transactions with

S-46

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 97



Table of Contents

respect to our common stock concurrently with or shortly after the pricing of the notes. This activity could increase (or
reduce the size of any decrease in) the market price of our common stock or the notes at that time.

In addition, the option counterparties or their respective affiliates may modify their hedge positions by entering into or
unwinding various derivatives with respect to our common stock and/or purchasing or selling our common stock or
other securities of ours in secondary market transactions following the pricing of the notes and prior to the maturity of
the notes (and are likely to do so during any observation period related to a conversion of notes). This activity could
also cause or avoid an increase or a decrease in the market price of our common stock or the notes, which could affect
your ability to convert the notes and, to the extent the activity occurs during any observation period related to a
conversion of notes, it could affect the number of shares and value of the consideration that you will receive upon
conversion of the notes.

In addition, if any such convertible note hedge and warrant transactions fail to become effective, whether or not this
offering of notes is completed, the option counterparties or their respective affiliates may unwind their hedge positions
with respect to our common stock, which could adversely affect the value of our common stock and, if the notes have
been issued, the value of the notes.

We are subject to counterparty risk with respect to the convertible note hedge transactions.

We will be subject to the risk that the option counterparties may default under the convertible note hedge transactions.
Our exposure to the credit risk of the option counterparties will not be secured by any collateral. In the past, economic
conditions have resulted in the actual or perceived failure or financial difficulties of a number of financial institutions,
including the bankruptcy filing by Lehman Brothers Holdings Inc. and various of its affiliates. If the option
counterparties become subject to insolvency proceedings, we will become an unsecured creditor in those proceedings
with a claim equal to our exposure at that time under our transactions with such counterparties. Our exposure will
depend on many factors but, generally, the increase in our exposure will be correlated to the increase in the market
price and in the volatility of our common stock. In addition, upon a default by the option counterparties, we may
suffer adverse tax consequences and more dilution than we currently anticipate with respect to our common stock. We
can provide no assurances as to the financial stability or viability of the option counterparties.

Risks Related to Our Common Stock

Our stock price has been volatile in the past and could be volatile in the future. This volatility may affect the price
at which you could sell the common stock you receive upon conversion of your notes, if any, and the value of your
notes.

The trading price of our common stock has been, and may continue to be, volatile and could be subject to wide
fluctuations in response to various factors, some of which are beyond our control. This volatility may affect the price
at which you could sell the common stock, if any, you receive upon conversion of your notes. The factors that could
cause such fluctuations include those discussed in this �Risk Factors� section of this document, elsewhere in this
prospectus supplement, the accompanying prospectus or the documents we have incorporated by reference in this
prospectus supplement and other factors such as:

� delays or setbacks in the commercialization of Senza or any future product candidates;
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� announcements of new products by us or our competitors;

� achievement of expected product sales and profitability;

� manufacture, supply or distribution shortages;

� fluctuations in our expenses associated with inventory buildup or write-downs from analyzing our inventory
for obsolesce or conformity with our product requirements;

� adverse actions taken by regulatory agencies with respect to our clinical trials, manufacturing supply chain or
sales and marketing activities;

� our operating results;
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� results from, or any delays in, clinical trial programs relating to our product candidates;

� changes or developments in laws or regulations applicable to our products;

� any adverse changes in our relationship with any manufacturers or suppliers;

� the success of our efforts to acquire or develop additional products;

� any intellectual property infringement actions in which we may become involved;

� announcements concerning our competitors or the medical device industry in general;

� actual or anticipated fluctuations in our operating results;

� FDA or other U.S. or foreign regulatory actions affecting us or our industry or other healthcare reform
measures in the United States;

� changes in financial estimates or recommendations by securities analysts;

� trading volume of our common stock;

� sales of our common stock by us, our executive officers and directors or our stockholders in the future;

� general economic and market conditions and overall fluctuations in the United States equity markets; and

� the loss of any of our key scientific or management personnel.
In addition, the stock markets in general, and the markets for medical device stocks in particular, have experienced
volatility that may have been unrelated to the operating performance of the issuer. These broad market fluctuations
may adversely affect the trading price or liquidity of our common stock. In the past, when the market price of a stock
has been volatile, holders of that stock have sometimes instituted securities class action litigation against the issuer. If
any of our stockholders were to bring such a lawsuit against us, we could incur substantial costs defending the lawsuit
and the attention of our management would be diverted from the operation of our business, which could seriously
harm our financial position. Any adverse determination in litigation could also subject us to significant liabilities.

If securities or industry analysts issue an adverse or misleading opinion regarding our stock, our stock price and
trading volume and the value of your notes could decline.
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The trading market for our common stock is influenced by the research and reports that industry or securities analysts
publish about us or our business. If any of the analysts who cover us issues an adverse or misleading opinion
regarding us, our business model, our intellectual property or our stock performance, or if our clinical trials and
operating results fail to meet the expectations of analysts, our stock price and the value of your notes would likely
decline. If one or more of these analysts cease coverage of us or fail to publish reports on us regularly, we could lose
visibility in the financial markets, which in turn could cause our stock price or trading volume and the value of your
notes to decline.

We incur significantly increased costs and devote substantial management time as a result of operating as a public
company.

As a public company, we incur significant legal, accounting and other expenses that we did not incur as a private
company. For example, we are subject to the reporting requirements of the Exchange Act, and are required to comply
with the applicable requirements of the Sarbanes-Oxley Act, and the Dodd-Frank Wall Street Reform and Consumer
Protection Act, as well as rules and regulations subsequently implemented by the SEC and the New York Stock
Exchange, including the establishment and maintenance of effective disclosure and financial controls and changes in
corporate governance practices. We expect that compliance with these requirements will increase our legal and
financial compliance costs and will make some activities more time consuming and costly.

In addition, our management and other personnel divert attention from operational and other business matters to
devote substantial time to these public company requirements. In particular, we incur significant
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expenses and devote substantial management effort toward ensuring compliance with the requirements of Section 404
of the Sarbanes-Oxley Act, which has increased now that we are no longer an emerging growth company under the
JOBS Act. We continue to hire additional accounting and financial staff with appropriate public company experience
and technical accounting knowledge. We cannot predict or estimate the amount of additional costs we will incur in
order to remain compliant with our public company reporting requirements or the timing of such costs. Additional
compensation costs and any future equity awards will increase our compensation expense, which would increase our
general and administrative expense and could adversely affect our profitability.

If we are unable to maintain effective internal control over financial reporting in the future, investors may lose
confidence in the accuracy and completeness of our financial reports and the market price of our common stock
could be adversely affected.

As a public company, we are required to maintain internal control over financial reporting and to report any material
weaknesses in such internal control. Section 404 of the Sarbanes-Oxley Act requires that we evaluate and determine
the effectiveness of our internal control over financial reporting and provide a management report on internal control
over financial reporting. The Sarbanes-Oxley Act also requires that our internal control over financial reporting be
attested to by our independent registered public accounting firm, now that we are no longer an �emerging growth
company,� as defined by the JOBS Act.

If we have a material weakness in our internal control over financial reporting, we may not detect errors on a timely
basis and our financial statements may be materially misstated. The process of designing and implementing the
internal control over financial reporting required to comply with this obligation is time consuming, costly and
complicated. If we identify material weaknesses in our internal control over financial reporting, if we are unable to
comply with the requirements of Section 404 in a timely manner, if we are unable to assert that our internal control
over financial reporting are effective, or if our independent registered public accounting firm is unable to express an
opinion as to the effectiveness of our internal control over financial reporting, investors may lose confidence in the
accuracy and completeness of our financial reports and the market price of our common stock could be adversely
affected, and we could become subject to investigations by the stock exchange on which our securities are listed, the
SEC, or other regulatory authorities, which could require additional financial and management resources.

If we sell shares of our common stock in future financings, stockholders may experience immediate dilution and,
as a result, our stock price and the value of your notes may decline.

We may from time to time issue additional shares of common stock at a discount from the current trading price of our
common stock. As a result, our stockholders would experience immediate dilution upon the purchase of any shares of
our common stock sold at such discount. In addition, as opportunities present themselves, we may enter into financing
or similar arrangements in the future, including the issuance of debt securities, preferred stock or common stock. If we
issue common stock or securities convertible into common stock, our common stockholders would experience
additional dilution and, as a result, our stock price and the value of your notes may decline.

Sales of a substantial number of shares of our common stock in the public market could cause our stock price to
fall and the value of your notes to decline.

If our existing stockholders sell, or indicate an intention to sell, substantial amounts of our common stock in the public
market after the lapse of legal restrictions on resale, the trading price of our common stock and the value of your notes
could decline. As of March 31, 2016, we had outstanding a total of approximately 28.3 million shares of common
stock. Of these shares, the 8,050,000 shares of our common stock sold in the IPO and the 5,411,762 shares sold by us
and certain selling stockholders in our June 2015 underwritten public offering are freely tradable, without restriction
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Furthermore, as of March 31, 2016, approximately 6.6 million shares of common stock that are either subject to
outstanding options or reserved for future issuance under our equity incentive plans will become
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eligible for sale in the public market to the extent permitted by the provisions of various vesting schedules, and Rule
144 and Rule 701 under the Securities Act. If these additional shares of common stock are sold, or if it is perceived
that they will be sold, in the public market, the trading price of our common stock and the value of our notes could
decline.

The holders of up to approximately 2.2 million shares of our outstanding common stock as of March 31, 2016 were
entitled to rights with respect to the registration of their shares under the Securities Act. Registration of these shares
under the Securities Act would result in the shares becoming freely tradable without restriction under the Securities
Act, except for shares purchased by affiliates. Any sales of securities by these stockholders could have a material
adverse effect on the trading price of our common stock and could cause the value of your notes to decline.

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

As of March 31, 2016 our executive officers, directors, holders of 5% or more of our capital stock and their respective
affiliates held approximately 53% of our outstanding voting stock. These stockholders will have the ability to
influence us through this ownership position, and may be able to determine all matters requiring stockholder approval.
For example, these stockholders may be able to control elections of directors, amendments of our organizational
documents, or approval of any merger, sale of assets, or other major corporate transaction. This may prevent or
discourage unsolicited acquisition proposals or offers for our common stock that our stockholders may feel are in their
best interest.

Provisions in our charter documents and under Delaware law could discourage a takeover that stockholders may
consider favorable and may lead to entrenchment of management.

Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could
significantly reduce the value of our shares to a potential acquirer or delay or prevent changes in control or changes in
our management without the consent of our board of directors. The provisions in our charter documents include the
following:

� a classified board of directors with three-year staggered terms, which may delay the ability of stockholders to
change the membership of a majority of our board of directors;

� no cumulative voting in the election of directors, which limits the ability of minority stockholders to elect
director candidates;

� the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the
board of directors or the resignation, death or removal of a director, which prevents stockholders from being
able to fill vacancies on our board of directors;

� the required approval of at least 66 2/3% of the shares entitled to vote to remove a director for cause, and the
prohibition on removal of directors without cause;
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� the ability of our board of directors to authorize the issuance of shares of preferred stock and to determine the
price and other terms of those shares, including preferences and voting rights, without stockholder approval,
which could be used to significantly dilute the ownership of a hostile acquiror;

� the ability of our board of directors to alter our bylaws without obtaining stockholder approval;

� the required approval of at least 66 2/3% of the shares entitled to vote at an election of directors to adopt,
amend or repeal our bylaws or repeal the provisions of our amended and restated certificate of incorporation
regarding the election and removal of directors;

� a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an annual
or special meeting of our stockholders;

� the requirement that a special meeting of stockholders may be called only by the board of directors, which may
delay the ability of our stockholders to force consideration of a proposal or to take action, including the
removal of directors; and
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� advance notice procedures that stockholders must comply with in order to nominate candidates to our board of
directors or to propose matters to be acted upon at a stockholders� meeting, which may discourage or deter a
potential acquiror from conducting a solicitation of proxies to elect the acquiror�s own slate of directors or
otherwise attempting to obtain control of us.

In addition, these provisions would apply even if we were to receive an offer that some stockholders may consider
beneficial.

We are also subject to the anti-takeover provisions contained in Section 203 of the Delaware General Corporation
Law. Under Section 203, a corporation may not, in general, engage in a business combination with any holder of 15%
or more of its capital stock unless the holder has held the stock for three years or, among other exceptions, the board
of directors has approved the transaction.

The repurchase right under the notes in connection with a fundamental change and any increase in the conversion rate
in connection with a make-whole fundamental change could also discourage a potential acquirer.

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

Our amended and restated certificate of incorporation and amended and restated bylaws provide that we will
indemnify our directors and officers to the fullest extent permitted by Delaware law.

In addition, as permitted by Section 145 of the Delaware General Corporation Law, our amended and restated bylaws
and our indemnification agreements that we have entered into with our directors and officers provide that:

� we will indemnify our directors and officers for serving us in those capacities or for serving other business
enterprises at our request, to the fullest extent permitted by Delaware law. Delaware law provides that a
corporation may indemnify such person if such person acted in good faith and in a manner such person
reasonably believed to be in or not opposed to the best interests of the registrant and, with respect to any
criminal proceeding, had no reasonable cause to believe such person�s conduct was unlawful;

� we may, in our discretion, indemnify employees and agents in those circumstances where indemnification is
permitted by applicable law;

� we are required to advance expenses, as incurred, to our directors and officers in connection with defending a
proceeding, except that such directors or officers shall undertake to repay such advances if it is ultimately
determined that such person is not entitled to indemnification;

� we will not be obligated pursuant to our amended and restated bylaws to indemnify a person with respect to
proceedings initiated by that person against us or our other indemnitees, except with respect to proceedings
authorized by our board of directors or brought to enforce a right to indemnification;

�
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the rights conferred in our amended and restated bylaws are not exclusive, and we are authorized to enter into
indemnification agreements with our directors, officers, employees and agents and to obtain insurance to
indemnify such persons; and

� we may not retroactively amend our amended and restated bylaw provisions to reduce our indemnification
obligations to directors, officers, employees and agents.

We do not currently intend to pay dividends on our common stock, and, consequently, our stockholders� ability to
achieve a return on their investment will depend on appreciation in the price of our common stock.

We do not currently intend to pay any cash dividends on our common stock for the foreseeable future. We currently
intend to invest our future earnings, if any, to fund our growth. Therefore, our stockholders are not likely to receive
any dividends on our common stock for the foreseeable future. Since we do not intend to pay dividends, our
stockholders� ability to receive a return on their investment will depend on any future appreciation in the market value
of our common stock. There is no guarantee that our common stock will appreciate or even maintain the price at
which our stockholders have purchased it.
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USE OF PROCEEDS

We estimate that the net proceeds from this offering will be approximately $144.4 million (or $166.2 million if the
underwriters exercise their over-allotment option in full), after deducting fees and estimated offering expenses payable
by us.

We intend to use approximately $21.0 million of the net proceeds from this offering to repay in full our existing term
loan agreement, including the associated closing and repayment fees, with Capital Royalty Partners and certain of its
affiliates, which we refer to as our credit facility. We entered into our credit facility in October 2014 and drew down
$20.0 million under the facility in December 2014. The term loan is to be paid over 24 quarterly payment periods and
interest is calculated at a fixed rate of 11.5% per annum. As of March 31, 2016, there was $20.0 million aggregate
principal amount outstanding under our credit facility.

Additionally, we entered into convertible note hedge transactions with one or more of the underwriters or their
affiliates and other financial institutions, whom we refer to collectively as the option counterparties. We also entered
into warrant transactions with the option counterparties. We intend to use approximately $10.4 million of the net
proceeds from this offering to pay the cost of the convertible note hedge transactions (after such cost is partially offset
by the proceeds to us from the sale of the warrant transactions).

If the underwriters exercise their over-allotment option, we expect to sell additional warrants to the option
counterparties and use a portion of the net proceeds from the sale of the additional notes, together with the proceeds
from the additional warrants, to enter into additional convertible note hedge transactions with the option
counterparties and for the purposes outlined in the following paragraph.

We intend to use any remaining proceeds from this offering for general corporate purposes, which may include
continuing commercialization of Senza, funding research and development and increasing our working capital. We
may also use any remaining net proceeds for capital expenditures or for acquisitions or investments in businesses,
products or technologies that are complementary to our own. Although we currently have no material agreements or
commitments with respect to acquisitions, we evaluate acquisition opportunities and engage in related discussions
from time to time.

The amounts and timing of these expenditures may vary significantly depending on numerous factors, such as the
progress of our research and development efforts, actions of regulatory authorities, technological advances and the
competitive environment for our products. As of the date of this prospectus supplement, we cannot specify with
certainty all of the particular uses for the net proceeds to us from this offering. Accordingly, we will retain broad
discretion over the use of these proceeds.

To the extent not used to pay the net cost of the convertible note hedge transactions and to repay our credit facility, in
the near term, we intend to invest the net proceeds in short-term, investment-grade, interest-bearing securities until we
are ready to use them.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

For each of the periods set forth below, our earnings were inadequate to cover our fixed charges. The following table
sets forth the dollar amount of the coverage deficiency for each of the periods presented. We have derived the
deficiency of earnings to cover fixed charges from our historical financial statements. For the purpose of calculating
the deficiencies of earnings available to cover fixed charges, �earnings� consist of loss from continuing operations
before income taxes plus fixed charges. �Fixed charges� consist of interest expense, amortization of debt issuance costs
and discount and the portion of operating lease rental expense that is estimated by us to be representative of interest.

The following should be read in conjunction with our financial statements, including the notes thereto, and the other
financial information included or incorporated by reference herein.

Year Ended December 31, Three Months
Ended

March 31,
20162012 2013 2014 2015

(in thousands)
Deficiency of earnings available to cover
fixed charges to fixed charges(1) $ (18,805) $ (25,652) $ (30,202) $ (66,265) $ (8,954) 

(1) For the periods indicated above, we had no outstanding shares of preferred stock with required dividend
payments. Therefore, the deficiency of earnings to combined fixed charges and preferred stock dividends are
identical to the deficiency presented in the tables above.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents, short-term investments and capitalization as of March 31,
2016:

� on an actual basis; and

� on an as adjusted basis to reflect (a) the issuance of $150.0 million principal amount of notes in this offering
(assuming no exercise of the underwriters� over-allotment option), after deducting underwriting discounts and
commissions and estimated offering expenses payable by us and (b) the application of the net proceeds of this
offering as described in �Use of Proceeds,� including the use of approximately $10.4 million of the net proceeds
to pay the cost of the convertible note hedge transactions, after such cost is partially offset by the proceeds of
the warrant transactions.

You should read this information together with �Use of Proceeds� in this prospectus supplement and our consolidated
financial statements and related notes appearing in our 2015 Annual Report and our March 2016 Quarterly Report, as
well as the information set forth under the headings �Selected Financial Data� and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� appearing in our 2015 Annual Report and our March 2016
Quarterly Report incorporated by reference herein.

As of March 31, 2016
    Actual        As Adjusted(1)

(in thousands, except share and
per share data)

(unaudited)
Cash and cash equivalents $ 48,758 $ 161,748

Short-term investments $ 114,439 $ 114,439

Long-term debt:
Notes payable 19,801 �
1.75% convertible senior notes due 2021 offered hereby(1) � 150,000
Stockholders� equity:
Preferred stock, par value $0.001 per share�10,000,000 shares authorized;
no shares issued or outstanding, actual and as adjusted � �
Common stock, par value $0.001 per share�290,000,000 shares
authorized; 28,304,028 shares issued and outstanding, actual and as
adjusted(2) 28 28
Additional paid-in capital(1)(3) 427,848 427,848
Accumulated other comprehensive loss (400) (400) 
Accumulated deficit (198,696) (198,696) 

Total stockholders� equity 228,780 228,780
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Total capitalization $ 248,581 $ 378,780

(1) In accordance with ASC 470-20, convertible debt that may be wholly or partially settled in cash is required to be
separated into a liability and an equity component, such that interest expense reflects the issuer�s non-convertible
debt interest rate. Upon issuance, a debt discount is recognized as a decrease in debt and an increase in equity.
The debt component will accrete up to the principal amount ($150.0 million for the notes offered hereby) over the
expected term of the debt. ASC 470-20 does not affect the actual amount that we are required to repay, and the
amount shown in the table above for the notes is the aggregate principal amount of the notes and does not reflect
the debt discount that we will be required to recognize in our consolidated balance sheet.

(2) The outstanding share information in the table above excludes the following, in each case as of March 31, 2016:

� 3,170,586 shares of common stock issuable upon the exercise of outstanding stock options having a
weighted-average exercise price of approximately $23.64 per share;
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� 2,505,229 shares of common stock reserved for issuance pursuant to future equity awards under our 2014
Equity Incentive Award Plan, as well as any future increases in the number of shares of our common stock
reserved for future issuance under this plan;

� 693,597 shares of common stock reserved for future issuance under our 2014 Employee Stock Purchase Plan,
as well as any future increases in the number of shares of our common stock reserved for future issuance
under this plan;

� 202,291 shares of common stock issuable upon the lapse of restrictions on outstanding restricted stock units;
and

� the shares of common stock reserved for issuance upon conversion of the notes offered hereby or the warrant
transactions.

(3) We expect to use a portion of the net proceeds from this offering and cash on hand to pay the cost of the
convertible note hedge transactions (after such cost is partially offset by the proceeds to us from the sale of the
warrant transactions), as described under �Use of Proceeds.� Issuance of the notes and the entry into convertible
note hedge and warrant transactions (after giving effect to the application of ASC 470-20 to the notes as
described in note (1) above) will result in a net decrease in additional paid-in capital and, therefore, a net decrease
in total stockholders� equity and total capitalization. The amounts shown in the table above do not reflect these
decreases. See �Description of Convertible Note Hedge and Warrant Transactions.�
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PRICE RANGE OF COMMON STOCK

Our common stock has been publicly traded on the New York Stock Exchange under the symbol �NVRO� since our
initial public offering on November 6, 2014, which was completed at a price to the public of $18.00 per share. Prior to
that time, there was no public market for our common stock. The following table sets forth the high and low sale
prices per share for our common stock on the New York Stock Exchange for the periods indicated:

High Low
2014
Fourth Quarter (beginning November 6, 2014) $ 39.98 $ 23.13
2015
First Quarter 52.49 35.22
Second Quarter 58.87 44.50
Third Quarter 54.81 38.80
Fourth Quarter 69.00 36.51
2016
First Quarter 72.51 47.07
Second Quarter (through June 7, 2016) 74.48 56.42
On June 7, 2016, the last reported sale price of our common stock on the New York Stock Exchange was $72.73 per
share. As of March 31, 2016, we had approximately 35 holders of record of our common stock. This number does not
include beneficial owners whose shares are held by nominees in street name.

DIVIDEND POLICY

We have never declared or paid any dividends on our capital stock. We currently intend to retain all of our future
earnings, if any, to finance our operations and do not anticipate paying any cash dividends on our capital stock in the
foreseeable future.
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DESCRIPTION OF NOTES

We will issue the notes under a base indenture to be dated as of the date of the initial issuance of the notes between us
and Wilmington Trust, National Association, as trustee, as supplemented by a supplemental indenture with respect to
the notes. In this section, we refer to the base indenture (the �base indenture�), as supplemented by the supplemental
indenture (the �supplemental indenture�), collectively as the �indenture.� This description of the notes supplements and, to
the extent it is inconsistent, replaces the description of the general provisions of the notes and the base indenture in the
accompanying prospectus. The terms of the notes include those expressly set forth in the indenture and those made
part of the indenture by reference to the Trust Indenture Act of 1939, as amended (the �Trust Indenture Act�).

You may request a copy of the indenture from us as described under �Where You Can Find More Information.�

The following description is a summary of the material provisions of the notes and the indenture and does not purport
to be complete. This summary is subject to and is qualified by reference to all the provisions of the notes and the
indenture, including the definitions of certain terms used in the indenture. We urge you to read these documents
because they, and not this description, define your rights as a holder of the notes.

For purposes of this description, references to �we,� �our� and �us� refer only to Nevro Corp. and not to its subsidiaries.

General

The notes will:

� be our general unsecured, senior obligations;

� initially be limited to an aggregate principal amount of $150,000,000 (or $172,500,000 if the underwriters�
over-allotment option is exercised in full);

� bear cash interest from June 13, 2016 at an annual rate of 1.75% payable on June 1 and December 1 of each
year, beginning on December 1, 2016;

� not be redeemable prior to maturity;

� be subject to repurchase by us at the option of the holders following a fundamental change (as defined below
under ��Fundamental Change Permits Holders to Require Us to Repurchase Notes�), at a fundamental change
repurchase price equal to 100% of the principal amount of the notes to be repurchased, plus accrued and unpaid
interest to, but excluding, the fundamental change repurchase date;

� mature on June 1, 2021, unless earlier converted or repurchased;
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� be issued in minimum denominations of $1,000 and multiples of $1,000; and

� be represented by one or more registered notes in global form, but in certain limited circumstances may be
represented by notes in definitive form. See �Book-Entry, Settlement and Clearance.�

Subject to satisfaction of certain conditions and during the periods described below, the notes may be converted at an
initial conversion rate of 10.3770 shares of common stock per $1,000 principal amount of notes (equivalent to an
initial conversion price of approximately $96.37 per share of common stock). The conversion rate is subject to
adjustment if certain events occur.

We will settle conversions of notes by paying or delivering, as the case may be, cash, shares of our common stock or a
combination of cash and shares of our common stock, at our election, as described under ��Conversion Rights�Settlement
upon Conversion.� You will not receive any separate cash payment for interest, if any, accrued and unpaid to the
conversion date except under the limited circumstances described below.

The indenture will not limit the amount of debt that may be issued by us or our subsidiaries under the indenture or
otherwise. The indenture will not contain any financial covenants and will not restrict us from
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paying dividends or issuing or repurchasing our other securities. Other than restrictions described under ��Fundamental
Change Permits Holders to Require Us to Repurchase Notes� and ��Consolidation, Merger and Sale of Assets� below, and
except for the provisions set forth under ��Conversion Rights�Increase in Conversion Rate upon Conversion upon a
Make-Whole Fundamental Change,� the indenture will not contain any covenants or other provisions designed to
afford holders of the notes protection in the event of a highly leveraged transaction involving us or in the event of a
decline in our credit rating as the result of a takeover, recapitalization, highly leveraged transaction or similar
restructuring involving us that could adversely affect such holders.

We may, without the consent of the holders, reopen the indenture for the notes and issue additional notes under the
indenture with the same terms as the notes offered hereby (other than differences in the issue date, the issue price,
interest accrued prior to the issue date of such additional notes, and, if applicable, restrictions on transfer in respect of
such additional notes) in an unlimited aggregate principal amount; provided that if any such additional notes are not
fungible with the notes initially offered hereby for U.S. federal income tax purposes, such additional notes will have
one or more separate CUSIP numbers.

We do not intend to list the notes on any securities exchange or any automated dealer quotation system.

Except to the extent the context otherwise requires, we use the term �notes� in this prospectus supplement to refer to
each $1,000 principal amount of notes. We use the term �common stock� in this prospectus supplement to refer to our
common stock, par value $0.001 per share. References in this prospectus supplement to a �holder� or �holders� of notes
that are held through The Depository Trust Company (�DTC�) are references to owners of beneficial interests in such
notes, unless the context otherwise requires. However, we and the trustee will treat the person in whose name the
notes are registered (Cede & Co., in the case of notes held through DTC) as the owner of such notes for all purposes.
References herein to the �close of business� refer to 5:00 p.m., New York City time, and to the �open of business� refer to
9:00 a.m., New York City time.

Purchase and Cancellation

We will cause all notes surrendered for payment, repurchase (including as described below), registration of transfer or
exchange or conversion, if surrendered to any person other than the trustee (including any of our agents, subsidiaries
or affiliates), to be delivered to the trustee for cancellation. All notes delivered to the trustee shall be cancelled
promptly by the trustee. No notes shall be authenticated in exchange for any notes cancelled as provided in the
indenture.

We may, to the extent permitted by law, and directly or indirectly (regardless of whether such notes are surrendered to
us), repurchase notes in the open market or otherwise, whether by us or our subsidiaries or through a private or public
tender or exchange offer or through counterparties to private agreements, including by cash-settled swaps or other
derivatives. We will cause any notes so repurchased (other than notes repurchased pursuant to cash-settled swaps or
other derivatives) to be surrendered to the trustee for cancellation, and they will no longer be considered �outstanding�
under the indenture upon their repurchase.

Payments on the Notes; Paying Agent and Registrar; Transfer and Exchange

We will pay or cause the paying agent to pay the principal of, and interest on, notes in global form registered in the
name of or held by DTC or its nominee in immediately available funds to DTC or its nominee, as the case may be, as
the registered holder of such global note.
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We will pay or cause the paying agent to pay the principal of any certificated notes at the office or agency designated
by us for that purpose. We have initially designated the trustee as our paying agent and registrar and its corporate trust
office as a place where notes may be presented for payment or for registration of transfer. We may, however, change
the paying agent or registrar without prior notice to the holders of the notes, and we may act as paying agent or
registrar. Interest on certificated notes will be payable (i) to holders having an aggregate principal amount of
$5,000,000 or less, by check mailed to the holders of these notes and (ii) to holders having an aggregate principal
amount of more than $5,000,000, either by check mailed to each holder or, upon application
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by such a holder to the registrar not later than the relevant regular record date, by wire transfer in immediately
available funds to that holder�s account within the United States, which application shall remain in effect until the
holder notifies, in writing, the registrar to the contrary.

A holder of notes may transfer or exchange notes at the office of the registrar in accordance with the indenture. The
registrar and the trustee may require a holder, among other things, to furnish appropriate endorsements and transfer
documents. No service charge will be imposed by us, the trustee or the registrar for any registration of transfer or
exchange of notes, but we may require a holder to pay a sum sufficient to cover any transfer tax or other similar
governmental charge required by law or permitted by the indenture. We are not required to transfer or exchange any
note surrendered for conversion or required repurchase.

The registered holder of a note will be treated as its owner for all purposes under the indenture.

Interest

The notes will bear cash interest at a rate of 1.75% per year until maturity. Interest on the notes will accrue
from June 13, 2016 or from the most recent date on which interest has been paid or duly provided for. Interest will be
payable semiannually in arrears on June 1 and December 1 of each year, beginning on December 1, 2016.

Interest will be paid to the person in whose name a note is registered at the close of business on May 15 or
November 15, as the case may be, immediately preceding the relevant interest payment date (each, a �regular record
date�). Interest on the notes will be computed on the basis of a 360-day year composed of twelve 30-day months and,
for partial months, on the basis of the number of days actually elapsed in a 30-day month.

If any interest payment date, the maturity date or any earlier required repurchase date upon a fundamental change of a
note falls on a day that is not a business day, the required payment will be made on the next succeeding business day
and no interest on such payment will accrue in respect of the delay. The term �business day� means, with respect to any
note, any day other than a Saturday, a Sunday or a day on which the Federal Reserve Bank of New York is authorized
or required by law or executive order to close or be closed.

Unless the context otherwise requires, all references to interest in this prospectus supplement include additional
interest, if any, payable at our election as the sole remedy relating to the failure to comply with our reporting
obligations as described under ��Events of Default.�

Ranking

The notes will be our general unsecured obligations that rank senior in right of payment to all of our indebtedness that
is expressly subordinated in right of payment to the notes. The notes will rank equal in right of payment with all of our
liabilities that are not so subordinated. The notes will effectively rank junior to any of our secured indebtedness to the
extent of the value of the assets securing such indebtedness. In the event of our bankruptcy, liquidation, reorganization
or other winding up, our assets that secure secured debt will be available to pay obligations on the notes only after all
indebtedness under such secured debt has been repaid in full from such assets. The notes will rank structurally junior
to all indebtedness and other liabilities of our subsidiaries. We advise you that upon such a bankruptcy, liquidation,
reorganization or other winding up event, there may not be sufficient assets remaining to pay amounts due on any or
all the notes then outstanding.

As of March 31, 2016, our total consolidated indebtedness was $20.0 million, all of which was senior secured
indebtedness under our credit facility, and our subsidiaries had $2.1 million of indebtedness and other liabilities
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(including trade payables, but excluding intercompany obligations and liabilities of a type not required to be reflected
on a balance sheet of such subsidiaries in accordance with GAAP) to which the notes would have been structurally
subordinated. After giving effect to the issuance of the notes and the repayment of amounts outstanding under the
credit facility with a portion of such proceeds (assuming no exercise of the underwriters� over-allotment option), our
total consolidated indebtedness would have been $150.0 million as of March 31, 2016.
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The ability of our subsidiaries to pay dividends and make other payments to us is restricted by, among other things,
applicable corporate and other laws and regulations, and may be restricted by agreements to which our subsidiaries
may become a party. We may not be able to pay the cash portions of any settlement amount upon conversion of the
notes, if any, or to pay cash for the fundamental change repurchase price upon a fundamental change if a holder
requires us to repurchase notes as described below. See �Risk Factors�Risks Related to the Notes�We may not have the
ability to raise the funds necessary to settle conversions of the notes in cash or to repurchase the notes upon a
fundamental change, and our future debt may contain limitations on our ability to pay cash upon conversion or
repurchase of the notes.�

No Redemption

We may not redeem the notes prior to the maturity date, and no �sinking fund� is provided for the notes, which means
that we are not required to redeem or retire the notes periodically.

Conversion Rights

General

Prior to the close of business on the business day immediately preceding December 1, 2020, the notes will be
convertible only upon satisfaction of one or more of the conditions described under the headings ��Conversion upon
Satisfaction of Sale Price Condition,� ��Conversion upon Satisfaction of Trading Price Condition,� and ��Conversion upon
Specified Corporate Events.� On or after December 1, 2020 until the close of business on the second scheduled trading
day immediately preceding the maturity date, holders may convert all or any portion of their notes at the conversion
rate at any time irrespective of the foregoing conditions.

The conversion rate will initially be 10.3770 shares of common stock per $1,000 principal amount of notes (equivalent
to an initial conversion price of approximately $96.37 per share of common stock). Upon conversion of a note, we
will satisfy our conversion obligation by paying or delivering, as the case may be, cash, shares of our common stock
or a combination of cash and shares of our common stock, at our election, all as set forth below under ��Settlement upon
Conversion.� If we satisfy our conversion obligation solely in cash or through payment and delivery, as the case may
be, of a combination of cash and shares of our common stock, the amount of cash and shares of common stock, if any,
due upon conversion will be based on a daily conversion value (as defined below) calculated on a proportionate basis
for each trading day in a 30 trading day observation period (as defined below under ��Settlement upon Conversion�). The
trustee will initially act as the conversion agent.

A holder may convert fewer than all of such holder�s notes so long as the notes converted are a multiple of $1,000
principal amount.

Upon conversion, you will not receive any separate cash payment for accrued and unpaid interest, if any, except as
described below. We will not issue fractional shares of our common stock upon conversion of notes. Instead, we will
pay cash in lieu of delivering any fractional share as described under ��Settlement upon Conversion.� Our payment and
delivery to you of the cash, shares of our common stock or a combination thereof, as the case may be, into which a
note is convertible will be deemed to satisfy in full our obligation to pay:

� the principal amount of the note; and
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� accrued and unpaid interest, if any, to, but not including, the relevant conversion date.
As a result, accrued and unpaid interest, if any, to, but not including, the relevant conversion date will be deemed to be
paid in full rather than cancelled, extinguished or forfeited. Upon a conversion of notes into a combination of cash and
shares of our common stock, accrued and unpaid interest will be deemed to be paid first out of the cash paid upon
such conversion.

Notwithstanding the immediately preceding paragraph, if notes are converted after the close of business on a regular
record date for the payment of interest, holders of such notes at the close of business on such regular record date will
receive the full amount of interest payable on such notes on the corresponding interest payment date notwithstanding
the conversion. Notes surrendered for conversion during the period from the close of
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business on any regular record date to the open of business on the immediately following interest payment date must
be accompanied by funds equal to the amount of interest payable on the notes so converted; provided that no such
payment need be made:

� for conversions after the close of business on the regular record date immediately preceding the maturity date;

� if we have specified a fundamental change repurchase date that is after a regular record date and on or prior to
the business day immediately following the corresponding interest payment date; or

� to the extent of any overdue interest, if any overdue interest exists at the time of conversion with respect to
such note.

Therefore, for the avoidance of doubt, all record holders at the close of business on the regular record date
immediately preceding the maturity date will receive the full interest payment due on the maturity date regardless of
whether their notes have been converted following such regular record date.

If a holder converts notes, we will pay any documentary, stamp or similar issue or transfer tax due on any issuance of
any shares of our common stock upon the conversion, unless the tax is due because the holder requests such shares to
be issued in a name other than the holder�s name, in which case the holder will pay that tax.

Holders may surrender their notes for conversion under the following circumstances:

Conversion upon Satisfaction of Sale Price Condition

Prior to the close of business on the business day immediately preceding December 1, 2020, a holder may surrender
all or any portion of its notes for conversion at any time during any calendar quarter commencing after the calendar
quarter ending on September 30, 2016 (and only during such calendar quarter), if the last reported sale price of our
common stock for at least 20 trading days (whether or not consecutive) during the period of 30 consecutive trading
days ending on the last trading day of the immediately preceding calendar quarter is greater than or equal to 130% of
the conversion price on each applicable trading day.

The �last reported sale price� of our common stock on any date means the closing sale price per share (or if no closing
sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the
average bid and the average ask prices) on that date as reported in composite transactions for the principal U.S.
national or regional securities exchange on which our common stock is traded. If our common stock is not listed for
trading on a U.S. national or regional securities exchange on the relevant date, the �last reported sale price� will be the
last quoted bid price per share for our common stock in the over-the-counter market on the relevant date as reported
by OTC Markets Group Inc. or a similar organization. If our common stock is not so quoted, the �last reported sale
price� will be the average of the mid-point of the last bid and last ask prices per share for our common stock on the
relevant date from each of at least three nationally recognized independent investment banking firms selected by us
for this purpose.

Except for purposes of determining amounts due upon conversion, �trading day� means a day on which (i) trading in our
common stock (or other security for which a closing sale price must be determined) generally occurs on The New
York Stock Exchange or, if our common stock (or such other security) is not then listed on The New York Stock
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Exchange, on the principal other U.S. national or regional securities exchange on which our common stock (or such
other security) is then listed or, if our common stock (or such other security) is not then listed on a U.S. national or
regional securities exchange, on the principal other market on which our common stock (or such other security) is then
traded, and (ii) a last reported sale price for our common stock (or closing sale price for such other security) is
available on such securities exchange or market. If our common stock (or such other security) is not so listed or
traded, �trading day� means a �business day.�

Conversion upon Satisfaction of Trading Price Condition

Prior to the close of business on the business day immediately preceding December 1, 2020, a holder of notes may
surrender all or any portion of its notes for conversion at any time during the five business day period
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after any ten consecutive trading day period (the �measurement period�) in which the �trading price� per $1,000 principal
amount of notes, as determined following a request by a holder of notes in accordance with the procedures described
below, for each trading day of the measurement period was less than 98% of the product of the last reported sale price
of our common stock and the conversion rate on each such trading day.

The �trading price� of the notes on any date of determination means the average of the secondary market bid quotations
obtained by the bid solicitation agent for $5,000,000 principal amount of notes at approximately 3:30 p.m., New York
City time, on such determination date from three independent nationally recognized securities dealers we select for
this purpose; provided that if three such bids cannot reasonably be obtained by the bid solicitation agent but two such
bids are obtained, then the average of the two bids shall be used, and if only one such bid can reasonably be obtained
by the bid solicitation agent, that one bid shall be used. If the bid solicitation agent cannot reasonably obtain at least
one bid for $5,000,000 principal amount of notes from a nationally recognized securities dealer, then the trading price
per $1,000 principal amount of notes will be deemed to be less than 98% of the product of the last reported sale price
of our common stock and the conversion rate. If (x) we are not acting as bid solicitation agent, and we do not, when
we are required to, instruct the bid solicitation agent to obtain bids, or if we give such instruction to the bid solicitation
agent, and the bid solicitation agent fails to carry out such instruction, or (y) we are acting as bid solicitation agent and
we fail to make such determination, then, in either case, the trading price per $1,000 principal amount of notes will be
deemed to be less than 98% of the product of the last reported sale price of our common stock and the conversion rate
on each trading day of such failure.

The bid solicitation agent (if other than us) shall have no obligation to determine in the manner above the trading price
per $1,000 principal amount of notes unless we have requested such determination and provided the names and
contact information of three nationally recognized securities dealers selected by us (or, if we are acting as bid
solicitation agent, we shall have no obligation to determine the trading price); and we shall have no obligation to make
such request unless a holder of at least $5,000,000 aggregate principal amount of notes provides us with reasonable
evidence that the trading price per $1,000 principal amount of notes would be less than 98% of the product of the last
reported sale price of our common stock and the conversion rate. At such time, we shall instruct the bid solicitation
agent (if other than us) to determine or, if we are acting as bid solicitation agent, we shall determine, the trading price
per $1,000 principal amount of notes beginning on the next trading day and on each successive trading day until the
trading price per $1,000 principal amount of notes is greater than or equal to 98% of the product of the last reported
sale price of our common stock and the conversion rate. If the trading price condition has been met, we will so notify
the holders, the trustee and the conversion agent (if other than the trustee). If, at any time after the trading price
condition has been met, the trading price per $1,000 principal amount of notes is greater than or equal to 98% of the
product of the last reported sale price of our common stock and the conversion rate for such date, we will so notify the
holders, the trustee and the conversion agent (if other than the trustee).

The trustee will initially act as the bid solicitation agent.

Conversion upon Specified Corporate Events

Certain Distributions

If, prior to the close of business on the business day immediately preceding December 1, 2020, we elect to:

� issue to all or substantially all holders of our common stock any rights, options or warrants (other than pursuant
to a stockholders rights plan, so long as such rights have not separated from the shares of common stock)
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entitling them, for a period of not more than 45 calendar days after the announcement date of such issuance, to
subscribe for or purchase shares of our common stock at a price per share that is less than the average of the
last reported sale prices of our common stock for the 10 consecutive trading day period ending on, and
including, the trading day immediately preceding the date of announcement of such issuance; or

� distribute to all or substantially all holders of our common stock our assets, securities or rights to purchase our
securities (other than pursuant to a stockholders rights plan, so long as such rights have not
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separated from the shares of common stock), which distribution has a per share value, as reasonably
determined by our board of directors or a committee thereof, exceeding 10% of the last reported sale price of
our common stock on the trading day preceding the date of announcement for such distribution,

then, in either case, we must notify the holders of the notes (with a copy to the trustee and conversion agent) at least
35 scheduled trading days prior to the ex-dividend date for such issuance or distribution. Once we have given such
notice, holders may surrender all or any portion of their notes for conversion at any time until the earlier of the close
of business on the business day immediately preceding the ex-dividend date for such issuance or distribution and our
announcement that such issuance or distribution will not take place, even if the notes are not otherwise convertible at
such time. Holders of the notes may not exercise this right if they participate (other than in the case of a share split or
share combination), at the same time and upon the same terms as holders of our common stock and solely as a result
of holding the notes, in any of the transactions described above without having to convert their notes as if they held a
number of shares of common stock equal to the applicable conversion rate multiplied by the principal amount
(expressed in thousands) of notes held by such holder.

Certain Corporate Events

If a transaction or event that constitutes a �fundamental change� (as defined under ��Fundamental Change Permits Holders
to Require us to Repurchase Notes�) or a �make-whole fundamental change� (as defined under ��Increase in Conversion
Rate upon Conversion upon a Make-Whole Fundamental Change�) occurs prior to the close of business on the business
day immediately preceding December 1, 2020, regardless of whether a holder has the right to require us to repurchase
the notes as described under ��Fundamental Change Permits Holders to Require Us to Repurchase Notes,� or if we are a
party to a consolidation, merger, binding share exchange, or transfer or lease of all or substantially all of our assets, in
each case, pursuant to which our common stock would be converted into cash, securities or other assets, other than a
merger effected solely to change our jurisdiction of incorporation that does not otherwise constitute a fundamental
change or a make-whole fundamental change, all or any portion of a holder�s notes may be surrendered for conversion
at any time from or after the effective date of the transaction until 35 trading days after such effective date or, if such
transaction also constitutes a fundamental change, until the related fundamental change repurchase date. We will
notify holders, the trustee and the conversion agent (if other than the trustee) no later than the business day following
the effective date of such transaction.

Conversions on or after December 1, 2020

On or after December 1, 2020 a holder may convert all or any portion of its notes at any time prior to the close of
business on the second scheduled trading day immediately preceding the maturity date regardless of the foregoing
conditions.

Conversion Procedures

If you hold a beneficial interest in a global note, to convert you must comply with DTC�s procedures for converting a
beneficial interest in a global note and, if required, pay funds equal to the interest payable on the next interest payment
date to which you are not entitled. As such, if you are a beneficial owner of the notes, you must allow for sufficient
time to comply with DTC�s procedures if you wish to exercise your conversion rights.

If you hold a certificated note, to convert you must:

�
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complete and manually sign the conversion notice on the back of the note, or a facsimile of the conversion
notice;

� deliver the conversion notice, which is irrevocable, and the note to the conversion agent;

� if required, furnish appropriate endorsements and transfer documents; and

� if required, pay funds equal to interest payable on the next interest payment date to which you are not entitled.
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We will pay any documentary, stamp or similar issue or transfer tax on the issuance of any shares of our common
stock upon conversion of the notes, unless the tax is due because the holder requests such shares to be issued in a
name other than the holder�s name, in which case the holder will pay the tax.

We refer to the date you comply with the relevant procedures for conversion described above as the �conversion date.�

If a holder has already delivered a repurchase notice as described under ��Fundamental Change Permits Holders to
Require Us to Repurchase Notes� with respect to a note, the holder may not surrender that note for conversion until the
holder has withdrawn the repurchase notice in accordance with the relevant provisions of the indenture. If a holder
submits its notes for required repurchase, the holder�s right to withdraw the repurchase notice and convert the notes
that are subject to repurchase will terminate at the close of business on the second business day immediately preceding
the relevant fundamental change repurchase date.

Settlement upon Conversion

Upon conversion, we may choose to pay or deliver, as the case may be, either cash (�cash settlement�), shares of our
common stock (�physical settlement�) or a combination of cash and shares of our common stock (�combination
settlement�), as described below. We refer to each of these settlement methods as a �settlement method.�

All conversions for which the relevant conversion date occurs on or after December 1, 2020 will be settled using the
same settlement method. For any conversions for which the relevant conversion date occurs prior to December 1,
2020, we will use the same settlement method for all conversions with the same conversion date, but we will not have
any obligation to use the same settlement method with respect to conversions with different conversion dates. That is,
we may choose for notes converted on one conversion date to settle conversions using one settlement method (e.g.,
physical settlement), and choose for notes converted on another conversion date to use a different settlement method
(e.g., cash settlement or combination settlement).

If we elect a settlement method, we will inform holders so converting, the trustee and the conversion agent of the
settlement method we have selected no later than the close of business on the trading day immediately following the
related conversion date (or in the case of any conversions for which the relevant conversion date occurs on or after
December 1, 2020, no later than the business day immediately preceding December 1, 2020). If we do not timely elect
a settlement method, we will no longer have the right to elect cash settlement or physical settlement with respect to
any conversion on such conversion date or during such period, and we will be deemed to have elected combination
settlement in respect of our conversion obligation, as described below, and the specified dollar amount (as defined
below) per $1,000 principal amount of notes will be equal to $1,000. If we elect combination settlement, but we do
not timely notify converting holders of the specified dollar amount per $1,000 principal amount of notes to be
converted, such specified dollar amount will be deemed to be $1,000. It is our current intent and policy to settle
conversions through combination settlement with a specified dollar amount per $1,000 principal amount of notes of
$1,000.

Settlement amounts will be computed as follows:

� if we elect physical settlement, we will deliver to the converting holder in respect of each $1,000 principal
amount of notes being converted a number of shares of common stock equal to the conversion rate;
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� if we elect cash settlement, we will pay to the converting holder in respect of each $1,000 principal amount of
notes being converted cash in an amount equal to the sum of the daily conversion values for each of the 30
consecutive trading days during the relevant observation period; and

� if we elect (or are deemed to have elected) combination settlement, we will pay or deliver, as the case may be,
to the converting holder in respect of each $1,000 principal amount of notes being converted a �settlement
amount� equal to the sum of the daily settlement amounts for each of the 30 consecutive trading days during the
relevant observation period.
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The �daily settlement amount,� for each of the 30 consecutive trading days during the relevant observation period, shall
consist of:

� cash equal to the lesser of (i) the maximum cash amount per $1,000 principal amount of notes to be received
upon conversion as specified in the notice specifying our chosen (or deemed) settlement method (the �specified
dollar amount�), if any, divided by 30 (such quotient, the �daily measurement value�) and (ii) the daily conversion
value; and

� if the daily conversion value exceeds the daily measurement value, a number of shares equal to (i) the
difference between the daily conversion value and the daily measurement value, divided by (ii) the daily
VWAP for such trading day.

The �daily conversion value� means, for each of the 30 consecutive trading days during the relevant observation period,
1/30th of the product of (1) the conversion rate on such trading day and (2) the daily VWAP for such trading day.

The �daily VWAP� means, for each of the 30 consecutive trading days during the relevant observation period, the per
share volume-weighted average price as displayed under the heading �Bloomberg VWAP� on Bloomberg page �NVRO
<equity> AQR� (or its equivalent successor if such page is not available) in respect of the period from the scheduled
open of trading until the scheduled close of trading of the primary trading session on such trading day (or if such
volume-weighted average price is unavailable, the market value of one share of our common stock on such trading
day determined, using a volume-weighted average method, by a nationally recognized independent investment
banking firm retained for this purpose by us). The �daily VWAP� will be determined without regard to after-hours
trading or any other trading outside of the regular trading session trading hours.

The �observation period� with respect to any note surrendered for conversion means:

� if the relevant conversion date occurs prior to December 1, 2020, the 30 consecutive trading day period
beginning on, and including, the second trading day immediately succeeding such conversion date; and

� if the relevant conversion date occurs on or after December 1, 2020, the 30 consecutive trading days beginning
on, and including, the 32nd scheduled trading day immediately preceding the maturity date.

For the purposes of determining amounts due upon conversion only, �trading day� means a day on which (i) there is no
�market disruption event� (as defined below) and (ii) trading in our common stock generally occurs on The New York
Stock Exchange or, if our common stock is not then listed on The New York Stock Exchange, on the principal other
U.S. national or regional securities exchange on which our common stock is then listed or, if our common stock is not
then listed on a U.S. national or regional securities exchange, on the principal other market on which our common
stock is then listed or admitted for trading. If our common stock is not so listed or admitted for trading, �trading day�
means a �business day.�

�Scheduled trading day� means a day that is scheduled to be a trading day on the principal U.S. national or regional
securities exchange or market on which our common stock is listed or admitted for trading. If our common stock is not
so listed or admitted for trading, �scheduled trading day� means a �business day.�
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For the purposes of determining amounts due upon conversion, �market disruption event� means (i) a failure by the
primary U.S. national or regional securities exchange or market on which our common stock is listed or admitted for
trading to open for trading during its regular trading session or (ii) the occurrence or existence prior to 1:00 p.m., New
York City time, on any scheduled trading day for our common stock for more than one half-hour period in the
aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in
price exceeding limits permitted by the relevant stock exchange or otherwise) in our common stock or in any options
contracts or futures contracts relating to our common stock.

Except as described under ��Increase in Conversion Rate upon Conversion upon a Make-Whole Fundamental Change�
and ��Recapitalizations, Reclassifications and Changes of Our Common Stock,� we will deliver the consideration due in
respect of conversion on the third business day immediately following the
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relevant conversion date, if we elect physical settlement (provided that, with respect to any conversion following the
regular record date immediately preceding the maturity date where physical settlement applies, we will settle any such
conversion on the maturity date), or on the third business day immediately following the last trading day of the
relevant observation period, in the case of any other settlement method.

We will pay cash in lieu of delivering any fractional share of common stock issuable upon conversion based on the
daily VWAP for the relevant conversion date (or, if such conversion date is not a trading day, the immediately
preceding trading day) (in the case of physical settlement), or based on the daily VWAP for the last trading day of the
relevant observation period (in the case of combination settlement).

Each conversion will be deemed to have been effected as to any notes surrendered for conversion on the conversion
date; provided, however, that the person in whose name any shares of our common stock shall be issuable upon such
conversion will become the holder of record of such shares as of the close of business on the relevant conversion date
(in the case of physical settlement) or the last trading day of the relevant observation period (in the case of
combination settlement).

Conversion Rate Adjustments

The conversion rate will be adjusted as described below, except that we will not make any adjustments to the
conversion rate if holders of the notes participate (other than in the case of (x) a share split or share combination or
(y) a tender or exchange offer), at the same time and upon the same terms as holders of our common stock and solely
as a result of holding the notes, in any of the transactions described below without having to convert their notes as if
they held a number of shares of common stock equal to the conversion rate, multiplied by the principal amount
(expressed in thousands) of notes held by such holder.

(1) If we exclusively issue shares of our common stock as a dividend or distribution on shares of our common stock,
or if we effect a share split or share combination, the conversion rate will be adjusted based on the following
formula:

CR1 = CR0 × OS1
OS0

where,

CR0 = the conversion rate in effect immediately prior to the open of business on the ex-dividend date of such
dividend or distribution, or immediately prior to the open of business on the effective date of such share split
or share combination, as applicable;

CR1 = the conversion rate in effect immediately after the open of business on such ex-dividend date or effective
date, as applicable;

OS0 = the number of shares of our common stock outstanding immediately prior to the open of business on such
ex-dividend date or effective date, as applicable; and

OS1 =
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the number of shares of our common stock outstanding immediately after giving effect to such dividend,
distribution, share split or share combination, as applicable.

Any adjustment made under this clause (1) shall become effective immediately after the open of business on the
ex-dividend date for such dividend or distribution, or immediately after the open of business on the effective date for
such share split or share combination, as applicable. If any dividend or distribution of the type described in this clause
(1) is declared but not so paid or made, the conversion rate shall be immediately readjusted, effective as of the date
our board of directors or a committee thereof determines not to pay such dividend or distribution, to the conversion
rate that would then be in effect if such dividend or distribution had not been declared.
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(2) If we issue to all or substantially all holders of our common stock any rights, options or warrants (other than
pursuant to a stockholders rights plan, so long as such rights have not separated from the shares of common
stock) entitling them, for a period of not more than 45 calendar days after the announcement date of such
issuance, to subscribe for or purchase shares of our common stock at a price per share that is less than the average
of the last reported sale prices of our common stock for the 10 consecutive trading day period ending on, and
including, the trading day immediately preceding the date of announcement of such issuance, the conversion rate
will be increased based on the following formula:

CR1 = CR0 × OS0 + X
OS0 + Y

where,

CR0 = the conversion rate in effect immediately prior to the open of business on the ex-dividend date for such
issuance;

CR1 = the conversion rate in effect immediately after the open of business on such ex-dividend date;

OS0 = the number of shares of our common stock outstanding immediately prior to the open of business on such
ex-dividend date;

X = the total number of shares of our common stock issuable pursuant to such rights, options or warrants; and

Y = the number of shares of our common stock equal to the aggregate price payable to exercise such rights,
options or warrants, divided by the average of the last reported sale prices of our common stock over the 10
consecutive trading day period ending on, and including, the trading day immediately preceding the date of
announcement of the issuance of such rights, options or warrants.

Any increase made under this clause (2) will be made successively whenever any such rights, options or warrants are
issued and shall become effective immediately after the open of business on the ex-dividend date for such issuance.
To the extent that shares of common stock are not delivered after the expiration of such rights, options or warrants, the
conversion rate shall be decreased to the conversion rate that would then be in effect had the increase with respect to
the issuance of such rights, options or warrants been made on the basis of delivery of only the number of shares of
common stock actually delivered. If no such rights, options or warrants are issued, or if no such rights, options or
warrants are exercised prior to their expiration, the conversion rate shall be decreased to the conversion rate that
would then be in effect if such ex-dividend date for such issuance had not occurred.

For the purpose of this clause (2), and for the purpose of the first bullet point under ��Conversion upon Specified
Corporate Events�Certain Distributions,� in determining whether any rights, options or warrants entitle the holders of
our common stock to subscribe for or purchase shares of our common stock at less than such average of the last
reported sale prices for the 10 consecutive trading day period ending on, and including, the trading day immediately
preceding the date of announcement of such issuance, and in determining the aggregate offering price of such shares
of common stock, there shall be taken into account any consideration received by us for such rights, options or
warrants and any amount payable on exercise or conversion thereof, the value of such consideration, if other than
cash, to be determined by us in good faith.

(3)
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If we distribute shares of our capital stock, evidences of our indebtedness, other assets or property of ours or
rights, options or warrants to acquire our capital stock or other securities, to all or substantially all holders of our
common stock, excluding:

� dividends, distributions or issuances as to which the provisions set forth in clause (1) or (2) above, as
applicable, shall apply;

� rights issued under a stockholders rights plan (except as set forth below);

� dividends or distributions paid exclusively in cash as to which the provisions set forth in clause (4) below shall
apply;
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� distributions of reference property issued in exchange for our common stock as described in ��Recapitalizations,
Reclassifications and Changes of Our Common Stock�; and

� spin-offs as to which the provisions set forth below in this clause (3) shall apply;
then the conversion rate will be increased based on the following formula:

CR1 = CR0 × SP0
SP0 � FMV

where,

CR0 = the conversion rate in effect immediately prior to the open of business on the ex-dividend date for such
distribution;

CR1 = the conversion rate in effect immediately after the open of business on the ex-dividend date for such
distribution;

SP0 = the average of the last reported sale prices of our common stock over the 10 consecutive trading day period
ending on, and including, the trading day immediately preceding the ex-dividend date for such distribution;
and

FMV = the fair market value (as determined by us in good faith) of the shares of capital stock, evidences of
indebtedness, other assets or property of ours or rights, options or warrants to acquire our capital stock or
other securities distributed with respect to each outstanding share of our common stock on the ex-dividend
date for such distribution.

Any increase made under the portion of this clause (3) above will become effective immediately after the open of
business on the ex-dividend date for such distribution. If such distribution is not so paid or made, the conversion rate
shall be decreased to be the conversion rate that would then be in effect if such distribution had not been declared.
Notwithstanding the foregoing, if �FMV� (as defined above) is equal to or greater than �SP0� (as defined above), then, in
lieu of the foregoing increase, each holder of a note shall receive, in respect of each $1,000 principal amount of notes
it holds, at the same time and upon the same terms as holders of our common stock, the amount and kind of our capital
stock, evidences of our indebtedness, other assets or property of ours or rights, options or warrants to acquire our
capital stock or other securities that such holder would have received if such holder owned a number of shares of
common stock equal to the conversion rate in effect on the ex-dividend date for the distribution.

With respect to an adjustment pursuant to this clause (3) where there has been a payment of a dividend or other
distribution on our common stock of shares of capital stock of any class or series, or similar equity interest, of or
relating to any of our subsidiaries or other business units, that are, or, when issued, will be, listed or admitted for
trading on a U.S. national securities exchange, which we refer to as a �spin-off,� the conversion rate will be increased
based on the following formula:

CR1 = CR0 × FMV0 + MP0
MP0
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CR0 = the conversion rate in effect immediately prior to the end of the valuation period (as defined below);

CR1 = the conversion rate in effect immediately after the end of the valuation period;

FMV0 = the average of the last reported sale prices of the capital stock or similar equity interest distributed to
holders of our common stock applicable to one share of our common stock (determined by reference to the
definition of last reported sale price set forth under ��Conversion upon Satisfaction of Sale Price Condition�
as if references therein to our common stock were to such capital stock or similar equity interest) over the
first 10 consecutive trading day period after, and including, the ex-dividend date of the spin-off (the
�valuation period�); and

MP0 = the average of the last reported sale prices of our common stock over the valuation period.
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The increase to the conversion rate under the preceding paragraph will occur on the last trading day of the valuation
period; provided that (x) in respect of any conversion of notes for which physical settlement is applicable, if the
relevant conversion date occurs during the valuation period, the reference to �10� in the preceding paragraph shall be
deemed replaced with such lesser number of trading days as have elapsed between the ex-dividend date for such
spin-off and such conversion date in determining the conversion rate and (y) in respect of any conversion of notes for
which cash settlement or combination settlement is applicable, subject to the immediately succeeding sentence, for
any trading day that falls within the relevant observation period for such conversion and within the valuation period,
the reference to �10� in the preceding paragraph shall be deemed replaced with such lesser number of trading days as
have elapsed between the ex-dividend date for such spin-off and such trading day in determining the conversion rate
as of such trading day. Further, if the ex-dividend date for such spin-off is after the 10th trading day immediately
preceding, and including, the end of any observation period in respect of a conversion of notes, references to �10� or
�10th� in the preceding paragraph and this paragraph shall be deemed to be replaced, solely in respect of that
conversion, with such lesser number of trading days as have elapsed from, and including, the ex-dividend date for
such spin-off to, and including, the last trading day of such observation period. If the distribution constituting the
spin-off is not so paid or made, the conversion rate shall be decreased to the conversation rate that would be in effect
if such distribution had not been declared.

(4) If any cash dividend or distribution is made to all or substantially all holders of our common stock, the
conversion rate will be adjusted based on the following formula:

CR1 = CR0 × SP0
SP0 � C

where,

CR0 = the conversion rate in effect immediately prior to the open of business on the ex-dividend date for such
dividend or distribution;

CR1 = the conversion rate in effect immediately after the open of business on the ex-dividend date for such
dividend or distribution;

SP0 = the last reported sale price of our common stock on the trading day immediately preceding the ex-dividend
date for such dividend or distribution; and

C = the amount in cash per share we distribute to all or substantially all holders of our common stock.
Any increase made under this clause (4) shall become effective immediately after the open of business on the
ex-dividend date for such dividend or distribution. If such dividend or distribution is not so paid, the conversion rate
shall be decreased, effective as of the date our board of directors or a committee thereof determines not to make or pay
such dividend or distribution, to be the conversion rate that would then be in effect if such dividend or distribution had
not been declared. Notwithstanding the foregoing, if �C� (as defined above) is equal to or greater than �SP0� (as defined
above), then, in lieu of the foregoing increase, each holder of a note shall receive, for each $1,000 principal amount of
notes it holds, at the same time and upon the same terms as holders of shares of our common stock, the amount of cash
that such holder would have received if such holder owned a number of shares of our common stock equal to the
conversion rate in effect on the ex-dividend date for such cash dividend or distribution.
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(5) If we or any of our subsidiaries make a payment in respect of a tender or exchange offer for our common stock
(other than an odd-lot tender offer), to the extent that the cash and value of any other consideration included in
the payment per share of common stock exceeds the average of the last reported sale prices of our common stock
over the 10 consecutive trading day period commencing on, and including, the trading day next succeeding the
last date on which tenders or exchanges may be made pursuant to such tender or exchange offer, the conversion
rate will be increased based on the following formula:

CR1 = CR0 x AC + (SP1 x OS1)
OS0 x SP1
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where,

CR0 = the conversion rate in effect immediately prior to the close of business on the 10th trading day immediately
following, and including, the trading day next succeeding the date such tender or exchange offer expires;

CR1 = the conversion rate in effect immediately after the close of business on the 10th trading day immediately
following, and including, the trading day next succeeding the date such tender or exchange offer expires;

AC = the aggregate value of all cash and any other consideration (as determined by us in good faith) paid or
payable for shares purchased in such tender or exchange offer;

OS0 = the number of shares of our common stock outstanding immediately prior to the date such tender or
exchange offer expires (prior to giving effect to the purchase of all shares accepted for purchase or exchange
in such tender or exchange offer);

OS1 = the number of shares of our common stock outstanding immediately after the date such tender or exchange
offer expires (after giving effect to the purchase of all shares accepted for purchase or exchange in such
tender or exchange offer); and

SP1 = the average of the last reported sale prices of our common stock over the 10 consecutive trading day period
commencing on, and including, the trading day next succeeding the date such tender or exchange offer
expires.

The increase to the conversion rate under the preceding paragraph will occur at the close of business on the 10th
trading day immediately following, and including, the trading day next succeeding the date such tender or exchange
offer expires; provided that (x) in respect of any conversion of notes for which physical settlement is applicable, if the
relevant conversion date occurs during the 10 trading days immediately following, and including, the trading day next
succeeding the expiration date of any tender or exchange offer, references to �10� or �10th� in the preceding paragraph
shall be deemed replaced with such lesser number of trading days as have elapsed between the expiration date of such
tender or exchange offer and such conversion date in determining the conversion rate and (y) in respect of any
conversion of notes for which cash settlement or combination settlement is applicable, subject to the immediately
succeeding sentence, for any trading day that falls within the relevant observation period for such conversion and
within the 10 trading days immediately following, and including, the trading day next succeeding the expiration date
of any tender or exchange offer, references to �10� or �10th� in the preceding paragraph shall be deemed replaced with
such lesser number of trading days as have elapsed between the expiration date of such tender or exchange offer and
such trading day in determining the conversion rate as of such trading day. Further, if the trading day next succeeding
the date such tender or exchange offer expires is after the 10th trading day immediately preceding, and including, the
end of any observation period in respect of a conversion of notes, references to �10� or �10th� in the preceding paragraph
and this paragraph shall be deemed to be replaced, solely in respect of that conversion, with such lesser number of
trading days as have elapsed from, and including, the trading day next succeeding the date such tender or exchange
offer expires to, and including, the last trading day of such observation period.

Notwithstanding the foregoing, if:

� a conversion rate adjustment for any event becomes effective on any ex-dividend date as described above;
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� a note is to be converted pursuant to physical settlement or combination settlement;

� the conversion date for such conversion (in the case of physical settlement) or any trading day in the
observation period for such conversion (in the case of combination settlement) occurs on or after such
ex-dividend date and on or before the related record date;

� the consideration due upon such conversion (in the case of physical settlement) or due with respect to such
trading day (in the case of combination settlement) includes any whole shares of common stock; and

� the holder of such note would be treated, on such record date, as the record holder of such shares of common
stock based on a conversion rate that is adjusted for such event on such basis,
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then such conversion rate adjustment will not be given effect for such conversion (in the case of physical settlement)
or for such trading day (in the case of combination settlement). Instead, such holder will be treated as if such holder
were, as of such record date, the record owner of such shares of common stock on an unadjusted basis and will
participate in such event.

In addition, notwithstanding the foregoing, if:

� a note is to be converted and, as of the conversion date for such conversion (in the case of physical settlement)
or as of any trading day in the observation period for such conversion (in the case of combination settlement),
the record date or effective date for any event that requires an adjustment to the conversion rate as described
above has occurred but an adjustment to the conversion rate for such event has not yet become effective;

� the consideration due upon such conversion (in the case of physical settlement) or due in respect of such
trading day (in the case of combination settlement) consists of any whole shares of common stock; and

� such shares are not entitled to participate in such event (because they were not held on the related record date
or otherwise),

then, solely for purposes of such conversion, we will, without duplication, give effect to such adjustment on such
conversion date (in the case of physical settlement) or such trading day (in the case of combination settlement).

Except as stated herein, we will not adjust the conversion rate for the issuance of shares of our common stock or any
securities convertible into or exchangeable for shares of our common stock or the right to purchase shares of our
common stock or such convertible or exchangeable securities.

As used in this section, �ex-dividend date� means the first date on which the shares of our common stock trade on the
applicable exchange or in the applicable market, regular way, without the right to receive the issuance, dividend or
distribution in question, from us or, if applicable, from the seller of our common stock on such exchange or market (in
the form of due bills or otherwise) as determined by such exchange or market, and �effective date� means the first date
on which the shares of our common stock trade on the applicable exchange or in the applicable market, regular way,
reflecting the relevant share split or share combination, as applicable.

As used in this section, �record date� means, with respect to any dividend, distribution or other transaction or event in
which the holders of our common stock (or other applicable security) have the right to receive any cash, securities or
other property or in which our common stock (or such other security) is exchanged for or converted into any
combination of cash, securities or other property, the date fixed for determination of holders of our common stock (or
such other security) entitled to receive such cash, securities or other property (whether such date is fixed by our board
of directors or a duly authorized committee thereof, statute, contract or otherwise).

Subject to applicable stock exchange rules, we are permitted (but not required) to increase the conversion rate of the
notes by any amount for a period of at least 20 business days if our board of directors or a duly authorized committee
thereof determines that such increase would be in our best interest. Subject to applicable stock exchange rules, we
may also (but are not required to) increase the conversion rate to avoid or diminish income tax to holders of our
common stock or rights to purchase shares of our common stock in connection with a dividend or distribution of
shares (or rights to acquire shares) or similar event.
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A holder may, in some circumstances, including a distribution of cash dividends to holders of our shares of common
stock, be deemed to have received a distribution subject to U.S. federal income tax as a result of an adjustment or the
nonoccurrence of an adjustment to the conversion rate. For a discussion of the U.S. federal income tax treatment of an
adjustment to the conversion rate, see �Material U.S. Federal Income Tax Considerations.� Any applicable withholding
taxes (including backup withholding) may be withheld from interest and payments upon conversion, repurchase or
maturity of the notes, or if any withholding taxes (including backup withholding) are paid on behalf of a holder, those
withholding taxes may be set off against
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payments of cash or common stock, if any, payable on the notes (or, in some circumstances, any payments on our
common stock) or sales proceeds received by or other funds or assets of the holder.

If we have a rights plan in effect upon conversion of the notes into common stock, you will receive, in addition to any
shares of common stock received in connection with such conversion, the rights under the rights plan. However, if,
prior to any conversion, the rights have separated from the shares of common stock in accordance with the provisions
of the applicable rights plan, the conversion rate will be adjusted at the time of separation as if we distributed to all or
substantially all holders of our common stock, shares of our capital stock, evidences of indebtedness, assets, property,
rights, options or warrants as described in clause (3) above, subject to readjustment in the event of the expiration,
termination or redemption of such rights.

Except as described above and under ��Increase in Conversion Rate upon Conversion upon a Make-Whole Fundamental
Change� below, the conversion rate will not be required to be adjusted for any transaction or event. Without limiting
the foregoing, the conversion rate will not be required to be adjusted:

� upon the issuance of common stock at a price below the conversion price or otherwise;

� on account of share repurchases that are not tender offers referred to in clause (5) above, including structured
or derivative transactions, or pursuant to a share repurchase program approved by our board of directors or a
duly authorized committee thereof or otherwise;

� upon the issuance of any shares of our common stock pursuant to any present or future plan providing for the
reinvestment of dividends or interest payable on our securities and the investment of additional optional
amounts in shares of our common stock under any plan;

� upon the issuance of any shares of our common stock or options or rights to purchase those shares pursuant to
any present or future employee, director or consultant benefit plan or program of or assumed by us or any of
our subsidiaries;

� upon the issuance of any shares of our common stock pursuant to any option, warrant, right or exercisable,
exchangeable or convertible security not described in the preceding bullet and outstanding as of the date the
notes were first issued;

� for a third-party tender offer by any party other than a tender offer by one or more of our subsidiaries as
described in clause (5) above;

� solely for a change in the par value of the common stock; or

� for accrued and unpaid interest, if any.
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Adjustments to the conversion rate will be calculated to the nearest 1/10,000th of a share.

If an adjustment to the conversion rate otherwise required by the provisions described above would result in a change
of less than 1% to the conversion rate, then, notwithstanding the foregoing, we may, at our election, defer and carry
forward such adjustment, except that all such deferred adjustments must be given effect immediately upon the earliest
to occur of the following: (i) when all such deferred adjustments would result in an aggregate change of at least 1% to
the conversion rate; (ii) the conversion date of, or any trading day of an observation period for, any note; (iii) the date
a fundamental change or make-whole fundamental change occurs; and (iv) December 1, 2020.

Recapitalizations, Reclassifications and Changes of Our Common Stock

In the case of:

� any recapitalization, reclassification or change of our common stock (other than a change to par value, or from
par value to no par value, or changes resulting from a subdivision or combination),

� any consolidation, merger or combination involving us,
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� any sale, lease or other transfer to a third party of the consolidated assets of ours and our subsidiaries
substantially as an entirety, or

� any statutory share exchange,
in each case, as a result of which our common stock would be converted into, or exchanged for, stock, other securities,
other property or assets, including cash or any combination thereof (such transaction, a �common stock change event�),
then, at and after the effective time of the transaction, the right to convert each $1,000 principal amount of notes will
be changed into a right to convert such principal amount of notes into the kind and amount of shares of stock, other
securities or other property or assets (including cash or any combination thereof) that a holder of a number of shares of
common stock equal to the conversion rate immediately prior to such transaction would have owned or been entitled
to receive (the �reference property�) upon such transaction. However, at and after the effective time of the transaction,
(i) we will continue to have the right to elect physical settlement, cash settlement or combination settlement with
respect to conversions to the extent described under ��Settlement upon Conversion� and (ii)(w) any amount payable in
cash upon conversion of the notes as set forth under ��Settlement upon Conversion� will continue to be payable in cash,
(x) any shares of our common stock that we would have been required to deliver upon conversion of the notes as set
forth under ��Settlement upon Conversion� will instead be deliverable in the amount and type of reference property that a
holder of that number of shares of our common stock would have received in such transaction, (y) the daily VWAP
will be calculated based on the value of the kind and amount of reference property that a holder of one share of our
common stock would have received in such transaction (the �reference property unit�), and (z) the conditions to
conversion described under the headings ��Conversion upon Satisfaction of Sale Price Condition,� ��Conversion upon
Satisfaction of Trading Price Condition� and ��Conversion upon Specified Corporate Events� will be determined as if
each reference to a share of common stock were instead a reference to a reference property unit. If the transaction
causes our common stock to be converted into, or exchanged for, the right to receive more than a single type of
consideration (determined based in part upon any form of stockholder election), the reference property will be deemed
to be (i) the weighted average of the types and amounts of consideration received by the holders of our common stock
that affirmatively make such an election or (ii) if no holders of our common stock affirmatively make such an
election, the types and amounts of consideration actually received by the holders of our common stock. We will notify
holders, the trustee and the conversion agent (if other than the trustee) of the composition of the reference property
unit as soon as reasonably practicable after such determination is made. If the holders of our common stock receive
only cash in such transaction, then for all conversions that occur after the effective date of such transaction (i) the
consideration due upon conversion of each $1,000 principal amount of notes shall be solely cash in an amount equal
to the conversion rate in effect on the conversion date (as may be increased as described under ��Increase in Conversion
Rate upon Conversion upon a Make-Whole Fundamental Change�), multiplied by the cash price paid per share of
common stock in such transaction and (ii) we will satisfy our conversion obligation by paying cash to converting
holders on or before the third business day immediately following the conversion date. We will agree in the indenture
not to become a party to any such transaction unless its terms are consistent with the foregoing.

The supplemental indenture providing that the notes will be convertible as provided above will also provide for
anti-dilution and other adjustments that are as nearly equivalent as possible to the adjustments described under
��Conversion Rate Adjustments� above in a manner that we reasonably deem appropriate to preserve the economic
interests of holders of the notes. If the reference property in respect of any such transaction includes shares of stock,
securities or other property or assets of a company other than us or the successor or purchasing corporation, as the
case may be, in such transaction, such other company will also execute such supplemental indenture, and such
supplemental indenture will contain such additional provisions to protect the interests of the holders, including the
right of holders to require us to repurchase their notes upon a fundamental change as described under ��Fundamental
Change Permits Holders to Require Us to Repurchase Notes� below, as we reasonably consider necessary by reason of
the foregoing.
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Adjustments of Prices

Whenever any provision of the indenture requires us to calculate the last reported sale prices, the daily VWAPs, the
daily conversion values or the daily settlement amounts over a span of multiple days (including an
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observation period and the �stock price� for purposes of a make-whole fundamental change), we will make appropriate
adjustments in our good faith judgment to each to account for any adjustment to the conversion rate that becomes
effective, or any event requiring an adjustment to the conversion rate where the ex-dividend date, effective date or
expiration date of the event occurs, at any time during the period when the last reported sale prices, the daily VWAPs,
the daily conversion values or the daily settlement amounts are to be calculated.

For the avoidance of doubt, the adjustments made pursuant to the foregoing paragraph will be made, solely to the
extent we determine in our good faith judgment that any such adjustment is necessary, without duplication of any
adjustment made pursuant to the provision set forth under ��Conversion Rate Adjustments.�

Increase in Conversion Rate upon Conversion upon a Make-Whole Fundamental Change

If the �effective date� (as defined below) of a �fundamental change� (as defined below and determined after giving effect
to any exceptions to or exclusions from such definition, but without regard to the proviso in clause (2) of the definition
thereof, a �make-whole fundamental change�) occurs prior to the maturity date of the notes and a holder elects to
convert its notes in connection with such make-whole fundamental change, we will, under certain circumstances,
increase the conversion rate for the notes so surrendered for conversion by a number of additional shares of common
stock (the �additional shares�), as described below. A conversion of notes will be deemed for these purposes to be �in
connection with� such make-whole fundamental change if the relevant notice of conversion of the notes is received by
the conversion agent from, and including, the effective date of the make-whole fundamental change up to, and
including, the business day immediately prior to the related fundamental change repurchase date (or, in the case of a
make-whole fundamental change that would have been a fundamental change but for the proviso in clause (2) of the
definition thereof, the 35th trading day immediately following the effective date of such make-whole fundamental
change) (such period, the �make-whole fundamental change period�).

Upon surrender of notes for conversion in connection with a make-whole fundamental change, we will, at our option,
satisfy our conversion obligation by physical settlement, cash settlement or combination settlement, as described
under ��Settlement upon Conversion.� However, if the consideration for our common stock in any make-whole
fundamental change described in clause (2) of the definition of fundamental change is composed entirely of cash, for
any conversion of notes following the effective date of such make-whole fundamental change, the conversion
obligation will be calculated based solely on the �stock price� (as defined below) for the transaction and will be deemed
to be an amount of cash per $1,000 principal amount of converted notes equal to the conversion rate (including any
increase to reflect the additional shares as described in this section), multiplied by such stock price. In such event, the
conversion obligation will be determined and paid to holders in cash on the third business day following the
conversion date. We will notify holders, the trustee and the conversion agent of the effective date of any make-whole
fundamental change no later than five business days after such effective date.

The number of additional shares, if any, by which the conversion rate will be increased will be determined by
reference to the table below, based on the date on which the make-whole fundamental change occurs or becomes
effective (the �effective date�) and the price (the �stock price�) paid (or deemed to be paid) per share of our common stock
in the make-whole fundamental change. If the holders of our common stock receive in exchange for their common
stock only cash in a make-whole fundamental change described in clause (2) of the definition of fundamental change,
the stock price will be the cash amount paid per share. Otherwise, the stock price will be the average of the last
reported sale prices of our common stock over the five consecutive trading day period ending on, and including, the
trading day immediately preceding the effective date of the make-whole fundamental change.

The stock prices set forth in the column headings of the table below will be adjusted as of any date on which the
conversion rate of the notes is otherwise adjusted. The adjusted stock prices will equal the stock prices immediately
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prior to such adjustment, multiplied by a fraction, the numerator of which is the conversion rate immediately prior to
the adjustment giving rise to the stock price adjustment and the denominator of which is the conversion rate as so
adjusted. The number of additional shares as set forth in the table below will be adjusted in the same manner and at
the same time as the conversion rate as set forth under ��Conversion Rate Adjustments.�
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The following table sets forth the number of additional shares by which the conversion rate will be increased per
$1,000 principal amount of notes for each stock price and effective date set forth below:

Stock Price
Effective Date $72.73 $80.00 $90.00 $96.37 $125.00 $150.00 $175.00 $200.00 $250.00 $300.00
June 13, 2016 3.3724 2.8587 2.2149 1.8972 0.9990 0.5970 0.3632 0.2206 0.0738 0.0151
June 1, 2017 3.3724 2.8961 2.2119 1.8772 0.9482 0.5463 0.3200 0.1863 0.0549 0.0073
June 1, 2018 3.3724 2.8800 2.1516 1.7998 0.8500 0.4608 0.2529 0.1366 0.0308 0.0006
June 1, 2019 3.3724 2.7846 2.0039 1.6345 0.6836 0.3304 0.1596 0.0733 0.0069 0.0000
June 1, 2020 3.3724 2.5485 1.6889 1.2992 0.4010 0.1428 0.0471 0.0105 0.0000 0.0000
June 1, 2021 3.3724 2.1230 0.7341 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
The exact stock prices and effective dates may not be set forth in the table above, in which case

� If the stock price is between two stock prices in the table or the effective date is between two effective dates in
the table, the number of additional shares by which the conversion rate will be increased will be determined by
a straight-line interpolation between the number of additional shares set forth for the higher and lower stock
prices and the earlier and later effective dates, as applicable, based on a 365-day year.

� If the stock price is greater than $300.00 per share (subject to adjustment in the same manner as the stock
prices set forth in the column headings of the table above), no additional shares will be added to the conversion
rate.

� If the stock price is less than $72.73 per share (subject to adjustment in the same manner as the stock prices set
forth in the column headings of the table above), no additional shares will be added to the conversion rate.

Notwithstanding the foregoing, in no event will the conversion rate per $1,000 principal amount of notes exceed
13.7494 shares of common stock, subject to adjustment in the same manner as the conversion rate as set forth under
��Conversion Rate Adjustments.�

Our obligation to increase the conversion rate for notes converted in connection with a make-whole fundamental
change could be considered a penalty, in which case the enforceability thereof would be subject to general principles
of reasonableness and equitable remedies.

Exchange in Lieu of Conversion

When a holder surrenders its notes for conversion, we may, at our election (an �exchange election�), direct the
conversion agent to surrender, on or prior to the second business day following the conversion date, such notes to a
financial institution designated by us for exchange in lieu of conversion. In order to accept any notes surrendered for
conversion, the designated institution must agree to timely deliver, in exchange for such notes, cash, shares of our
common stock or a combination of cash and shares of our common stock, at our election, that would otherwise be due
upon conversion as described above under ��Conversion Rights�Settlement upon Conversion� (the �conversion
consideration�). If we make an exchange election, we will, by the close of business on the second business day
following the relevant conversion date, notify the holder surrendering its notes for conversion, the trustee and the
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conversion agent that we have made the exchange election and we will notify the designated financial institution of
the relevant deadline for delivery of the conversion consideration.

Any notes exchanged by the designated institution will remain outstanding, subject to applicable DTC procedures. If
the designated institution agrees to accept any notes for exchange but does not timely deliver the related conversion
consideration, or if such designated financial institution does not accept the notes for exchange, we will deliver the
relevant conversion consideration as if we had not made an exchange election.

Our designation of a financial institution to which the notes may be submitted for exchange does not require such
institution to accept any notes.
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Fundamental Change Permits Holders to Require Us to Repurchase Notes

If a �fundamental change� (as defined below in this section) occurs at any time, holders will have the right, at their
option, to require us to repurchase for cash all of their notes, or any portion of the principal thereof that is equal to
minimum denominations of $1,000 or a multiple of $1,000. The fundamental change repurchase date will be a date
specified by us that is not less than 20 or more than 35 calendar days following the date of our fundamental change
notice as described below. The fundamental change purchase date shall be subject to postponement in order to allow
us to comply with applicable law as a result of changes to such applicable law occurring after the date of the
indenture.

The fundamental change repurchase price we are required to pay will be equal to 100% of the principal amount of the
notes to be repurchased, plus accrued and unpaid interest to, but excluding, the fundamental change repurchase date
(unless the fundamental change repurchase date falls after a regular record date but on or prior to the interest payment
date to which such regular record date relates, in which case we will instead pay the full amount of accrued and unpaid
interest to the holder of record on such regular record date, and the fundamental change repurchase price will be equal
to 100% of the principal amount of the notes to be repurchased).

A �fundamental change� will be deemed to have occurred at the time after the notes are originally issued if any of the
following occurs:

(1) a �person� or �group� within the meaning of Section 13(d) of the Exchange Act, other than us, our wholly owned
subsidiaries and our and their employee benefit plans, files a Schedule TO or any schedule, form or report under the
Exchange Act that discloses that such person or group has become the direct or indirect �beneficial owner,� as defined in
Rule 13d-3 under the Exchange Act, of our common equity representing more than 50% of the voting power of our
common equity;

(2) the consummation of (A) any recapitalization, reclassification or change of our common stock (other than changes
resulting from a subdivision or combination) as a result of which our common stock would be converted into, or
exchanged for, stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of us
pursuant to which our common stock will be converted into or exchanged for cash, securities or other property or
assets; or (C) any sale, lease or other transfer in one transaction or a series of transactions of all or substantially all of
the consolidated assets of us and our subsidiaries, taken as a whole, to any person other than one of our wholly owned
subsidiaries; provided, however, that a transaction described in clause (B) in which the holders of all classes of our
common equity immediately prior to such transaction own, directly or indirectly, more than 50% of all classes of
common equity of the continuing or surviving corporation or transferee or the parent thereof immediately after such
transaction in substantially the same proportions as such ownership immediately prior to such transaction shall not be
a fundamental change pursuant to this clause (2);

(3) our stockholders approve any plan or proposal for the liquidation or dissolution of us; or

(4) our common stock (or other common stock underlying the notes) ceases to be listed or quoted on any of The New
York Stock Exchange, The NASDAQ Global Select Market or The NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (1) or (2) above will not constitute a fundamental change, however,
if at least 90% of the consideration received or to be received by our common stockholders, excluding cash payments
for fractional shares, in connection with such transaction or transactions consists of shares of common stock that are
listed or quoted on any of The New York Stock Exchange, The NASDAQ Global Select Market or The NASDAQ

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 152



Global Market (or any of their respective successors) or will be so listed or quoted when issued or exchanged in
connection with such transaction or transactions and as a result of such transaction or transactions the notes become
convertible into such consideration, excluding cash payments for fractional shares and cash payments made pursuant
to dissenters� appraisal rights (subject to the provisions set forth above under ��Conversion Rights�Settlement upon
Conversion�).

If any transaction in which our common stock is replaced by the securities of another entity occurs, following
completion of any related make-whole fundamental change period (or, in the case of a transaction that
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would have been a fundamental change or a make-whole fundamental change but for the immediately preceding
paragraph, following the effective date of such transaction), references to us in the definition of �fundamental change�
above shall instead be references to such other entity.

On or before the 20th day after the occurrence of a fundamental change, we will provide to all holders of the notes and
the trustee and paying agent (in the case of a paying agent other than the trustee) a notice of the occurrence of the
fundamental change and of the resulting repurchase right. Such notice shall state:

� the events causing the fundamental change;

� the effective date of the fundamental change;

� the last date on which a holder may exercise the repurchase right;

� the fundamental change repurchase price;

� the fundamental change repurchase date;

� the name and address of the paying agent and the conversion agent, if applicable;

� if applicable, the conversion rate and any adjustments to the conversion rate as a result of the fundamental
change;

� that the notes with respect to which a fundamental change repurchase notice has been delivered by a holder
may be converted only if the holder withdraws the fundamental change repurchase notice in accordance with
the terms of the indenture; and

� the procedures that holders must follow to require us to repurchase their notes.
Notwithstanding the foregoing, we will not be required to repurchase, or to make an offer to repurchase, the notes
upon a fundamental change if a third party makes such an offer in the same manner, at the same time and otherwise in
compliance with the requirements for an offer made by us as set forth above and such third party purchases all notes
properly surrendered and not validly withdrawn under its offer in the same manner, at the same time and otherwise in
compliance with the requirements for an offer made by us as set forth above.

Notwithstanding the foregoing, we will not be required to give such notice or repurchase the notes as described above
upon a fundamental change pursuant to clause (2) of the definition thereof (or a fundamental change pursuant to
clause (2) which also results in a fundamental change pursuant to clause (1)) if (1) such fundamental change results in
the notes becoming convertible (pursuant to the provisions described above under ��Recapitalizations, Reclassifications
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and Changes of Our Common Stock�) into an amount of cash per note greater than the fundamental change repurchase
price (assuming the maximum amount of accrued interest would be payable based on the latest possible fundamental
change repurchase date) and (2) we provide timely notice of the holders� right to convert their notes based on such
fundamental change as described above under ��Conversion Rights�Conversion upon Specified Corporate Events.�

To exercise the fundamental change repurchase right for certificated notes, you must deliver, on or before the business
day immediately preceding the fundamental change repurchase date, the notes to be repurchased, duly endorsed for
transfer, together with a written repurchase notice, to the paying agent. Each repurchase notice must state:

� if certificated, the certificate numbers of your notes to be delivered for repurchase;

� the portion of the principal amount of notes to be repurchased, which must be $1,000 or a multiple thereof; and

� that the notes are to be repurchased by us pursuant to the applicable provisions of the notes and the indenture.
If the notes are not in certificated form, such repurchase notice must comply with appropriate DTC procedures.
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Holders of certificated notes may withdraw any repurchase notice (in whole or in part) by a written notice of
withdrawal delivered to holders, the trustee and the paying agent prior to the close of business on the business day
immediately preceding the fundamental change repurchase date. The notice of withdrawal shall state:

� the principal amount of the withdrawn notes which must be $1,000 or a multiple thereof;

� if certificated notes have been issued, the certificate numbers of the withdrawn notes; and

� the principal amount, if any, which remains subject to the repurchase notice, which must be $1,000 or a
multiple thereof.

If the notes are not in certificated form, such notice of withdrawal must comply with appropriate DTC procedures.

We will be required to repurchase the notes on the fundamental change repurchase date. Holders who have exercised
the repurchase right will receive payment of the fundamental change repurchase price on the later of (i) the
fundamental change repurchase date and (ii) the time of book-entry transfer or the delivery of the notes. If the paying
agent holds money sufficient to pay the fundamental change repurchase price of the notes on the fundamental change
repurchase date, then, with respect to the notes that have been properly surrendered for repurchase and have not been
validly withdrawn:

� the notes will cease to be outstanding and interest will cease to accrue (whether or not book-entry transfer of
the notes is made or whether or not the notes are delivered to the paying agent); and

� all other rights of the holder will terminate (other than the right to receive the fundamental change repurchase
price).

In connection with any repurchase offer pursuant to a fundamental change repurchase notice, we will, if required
comply with applicable federal and state securities laws so as to permit the rights and obligations under this
��Fundamental Change Permits Holders to Require Us to Repurchase Notes� to be exercised in the time and in the
manner specified in the indenture.

No notes may be repurchased on any date at the option of holders upon a fundamental change if the principal amount
of the notes has been accelerated, and such acceleration has not been rescinded, on or prior to such date (except in the
case of an acceleration resulting from a default by us in the payment of the fundamental change repurchase price with
respect to such notes).

The repurchase rights of the holders could discourage a potential acquirer of us. The fundamental change repurchase
feature, however, is not the result of management�s knowledge of any specific effort to obtain control of us by any
means or part of a plan by management to adopt a series of anti-takeover provisions.

The term fundamental change is limited to specified transactions and may not include other events that might
adversely affect our financial condition. In addition, the requirement that we offer to repurchase the notes upon a
fundamental change may not protect holders in the event of a highly leveraged transaction, reorganization, merger or
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similar transaction involving us.

Furthermore, holders may not be entitled to require us to repurchase their notes upon a fundamental change or entitled
to an increase in the conversion rate upon conversion as described under ��Increase in Conversion Rate upon
Conversion upon a Make-Whole Fundamental Change� in certain circumstances involving a significant change in the
composition of our board, unless such change is in connection with a fundamental change or a make-whole
fundamental change as described herein.

The definition of fundamental change includes a phrase relating to the sale, lease or other transfer of �all or
substantially all� of our consolidated assets. There is no precise, established definition of the phrase �substantially all�
under applicable law. Accordingly, the ability of a holder of the notes to require us to repurchase its notes as a result
of the sale, lease or other transfer of less than all of our assets may be uncertain.

If a fundamental change were to occur, we may not have enough funds to pay the fundamental change repurchase
price. Our ability to repurchase the notes for cash may be limited by restrictions on our ability to
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obtain funds for such repurchase through dividends from our subsidiaries, the terms of our then existing borrowing
arrangements or otherwise. See �Risk Factors�Risks Related to the Notes�We may not have the ability to raise the funds
necessary to settle conversions of the notes in cash or to repurchase the notes upon a fundamental change, and our
future debt may contain limitations on our ability to pay cash upon conversion or repurchase of the notes.� If we fail to
repurchase the notes when required following a fundamental change, we will be in default under the indenture. In
addition, we have, and may in the future incur, other indebtedness with similar change in control provisions permitting
our holders to accelerate or to require us to repurchase our indebtedness upon the occurrence of similar events or on
some specific dates.

Consolidation, Merger and Sale of Assets

The indenture will provide that we shall not consolidate with or merge with or into, or sell, convey, transfer or lease
all or substantially all of our properties and assets to, another person, unless (i) the resulting, surviving or transferee
person (if not us) is a corporation organized and existing under the laws of the United States of America, any State
thereof or the District of Columbia, and such corporation (if not us) expressly assumes by supplemental indenture all
of our obligations under the notes and the indenture; and (ii) immediately after giving effect to such transaction, no
default or event of default has occurred and is continuing under the indenture. Upon any such consolidation, merger or
sale, conveyance, transfer or lease, the resulting, surviving or transferee person (if not us) shall succeed to, and may
exercise every right and power of, ours under the indenture, and we shall be discharged from our obligations under the
notes and the indenture except in the case of any such lease.

Although these types of transactions will be permitted under the indenture, certain of the foregoing transactions could
constitute a fundamental change permitting each holder to require us to repurchase the notes of such holder as
described above.

Events of Default

Each of the following is an event of default with respect to the notes:

(1) default in any payment of interest on any note when due and payable and the default continues for a period of 30
days;

(2) default in the payment of principal of any note when due and payable at its stated maturity, upon any required
repurchase, upon declaration of acceleration or otherwise;

(3) our failure to comply with our obligation to convert the notes in accordance with the indenture upon exercise of a
holder�s conversion right and such failure continues for five business days;

(4) our failure to give a fundamental change notice as described under ��Fundamental Change Permits Holders to
Require Us to Repurchase Notes� or notice of a specified corporate transaction as described under ��Conversion
Rights�Conversion upon Specified Corporate Events,� in each case when due;

(5) our failure to comply with our obligations under ��Consolidation, Merger and Sale of Assets�;

(6) our failure for 60 days after written notice from the trustee or the holders of at least 25% in principal amount of the
notes then outstanding has been received to comply with any of our other agreements contained in the notes or
indenture;
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(7) default by us or any of our significant subsidiaries, as defined in Article 1, Rule 1-02 of Regulation S-X, with
respect to any mortgage, agreement or other instrument under which there may be outstanding, or by which there may
be secured or evidenced, any indebtedness for money borrowed in excess of $30,000,000 (or its foreign currency
equivalent) in the aggregate of us and/or any such subsidiary, whether such indebtedness now exists or shall hereafter
be created (i) resulting in such indebtedness becoming or being declared due and payable or (ii) constituting a failure
to pay the principal or interest of any such debt when due and payable at its stated maturity, upon required repurchase,
upon declaration of acceleration or otherwise, in each case after the expiration of any applicable grace period, if such
default is not cured or
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waived, or such acceleration is not rescinded within 30 days after written notice to us by the trustee or to us and the
trustee by holders of at least 25% in aggregate principal amount of notes then outstanding, in accordance with the
indenture;

(8) certain events of bankruptcy, insolvency, or reorganization of us or any of our significant subsidiaries, as defined
in Article 1, Rule 1-02 of Regulation S-X; or

(9) a final judgment or judgments for the payment of $30,000,000 (or its foreign currency equivalent) or more
(excluding any amounts covered by insurance) in the aggregate rendered against us or any of our subsidiaries, which
judgment is not discharged, bonded, paid, waived or stayed within 60 days after (i) the date on which the right to
appeal thereof has expired if no such appeal has commenced, or (ii) the date on which all rights to appeal have been
extinguished.

If an event of default occurs and is continuing, the trustee by notice to us, or the holders of at least 25% in principal
amount of the outstanding notes by notice to us and the trustee, may declare 100% of the principal of and accrued and
unpaid interest, if any, on all the notes to be due and payable. In case of certain events of bankruptcy, insolvency or
reorganization, involving us, 100% of the principal of and accrued and unpaid interest on the notes will automatically
become due and payable. Upon such a declaration of acceleration, such principal and accrued and unpaid interest, if
any, will be due and payable immediately.

Notwithstanding the foregoing, the indenture will provide that, to the extent we elect, the sole remedy for an event of
default relating to (i) our failure to file with the trustee pursuant to Section 314(a)(1) of the Trust Indenture Act any
documents or reports that we are required to file with the SEC pursuant to Section 13 or 15(d) of the Exchange Act or
(ii) our failure to comply with our obligations as set forth under ��Reports� below, will after the occurrence of such an
event of default consist exclusively of the right to receive additional interest on the notes at a rate equal to
(i) 0.25% per annum of the principal amount of the notes outstanding for the first 180 days during which such event of
default has occurred and is continuing, beginning on, and including, the date on which such an event of default first
occurs and (ii) 0.50% per annum of the principal amount of the notes outstanding for each day during the next
185-day period during which such event of default is continuing beginning on, and including, the 181st day after such
an event of default first occurred. However, in no event will additional interest exceed an aggregate rate of 0.50% per
annum on any note.

If we so elect, such additional interest will be payable in the same manner and on the same dates as the stated interest
payable on the notes. On the 366th day after such event of default (if the event of default relating to the reporting
obligations is not cured or waived prior to such 366th day), the notes will be subject to acceleration as provided above.
The provisions of the indenture described in this paragraph will not affect the rights of holders of notes in the event of
the occurrence of any other event of default. In the event we do not elect to pay the additional interest following an
event of default in accordance with this paragraph or we elected to make such payment but do not pay the additional
interest when due, the notes will be immediately subject to acceleration as provided above.

In order to elect to pay the additional interest as the sole remedy during the first 365 days after the occurrence of an
event of default relating to the failure to comply with the reporting obligations in accordance with the immediately
preceding paragraph, we must notify all holders of notes, the trustee and the paying agent of such election prior to the
beginning of such 365-day period. Upon our failure to timely give such notice, the notes will be immediately subject
to acceleration as provided above.

If any portion of the amount payable on the notes upon acceleration is considered by a court to be unearned interest
(through the allocation of the value of the instrument to the embedded warrant or otherwise), the court could disallow
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The holders of a majority in principal amount of the outstanding notes may waive all past defaults (except with respect
to nonpayment of principal or interest or with respect to the failure to deliver the consideration due upon conversion)
and rescind any such acceleration with respect to the notes and its consequences if (i) rescission would not conflict
with any judgment or decree of a court of competent jurisdiction and (ii) all existing events of default, other than the
nonpayment of the principal of and interest on the notes that have become due solely by such declaration of
acceleration, have been cured or waived.
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Each holder shall have the right to receive payment or delivery, as the case may be, of:

� the principal (including the fundamental change repurchase price, if applicable) of;

� accrued and unpaid interest, if any, on; and

� the consideration due upon conversion of,
its notes, on or after the respective due dates expressed or provided for in the indenture, or to institute suit for the
enforcement of any such payment or delivery, as the case may be, and such right to receive such payment or delivery,
as the case may be, on or after such respective dates shall not be impaired or affected without the consent of such
holder.

If an event of default occurs and is continuing, the trustee will be under no obligation to exercise any of the rights or
powers under the indenture at the request or direction of any of the holders unless such holders have offered to the
trustee indemnity or security satisfactory to it against any loss, liability or expense. Except to enforce the right to
receive payment of principal or interest when due, or the right to receive payment or delivery of the consideration due
upon conversion, no holder may pursue any remedy with respect to the indenture or the notes unless:

(1) such holder has previously given the trustee notice that an event of default is continuing;

(2) holders of at least 25% in principal amount of the outstanding notes have requested the trustee to pursue the
remedy;

(3) such holders have offered the trustee security or indemnity satisfactory to it against any loss, liability or expense;

(4) the trustee has not complied with such request within 60 days after the receipt of the request and the offer of such
security or indemnity; and

(5) the holders of a majority in principal amount of the outstanding notes have not given the trustee a direction that, in
the opinion of the trustee, is inconsistent with such request within such 60-day period.

Subject to certain restrictions, the holders of a majority in principal amount of the outstanding notes are given the right
to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or of
exercising any trust or power conferred on the trustee.

The indenture will provide that in the event an event of default has occurred and is continuing, the trustee will be
required in the exercise of its powers to use the degree of care that a prudent person would use in the conduct of its
own affairs. The trustee, however, may refuse to follow any direction that conflicts with law or the indenture or that
the trustee determines is unduly prejudicial to the rights of any other holder or that would involve the trustee in
personal liability. Prior to taking any action under the indenture, the trustee will be entitled to indemnification
satisfactory to it against any loss, liability or expense caused by taking or not taking such action.

The indenture will provide that if a default occurs and is continuing and is known to a responsible officer of the
trustee, the trustee must mail to each holder notice of the default within 90 days after it occurs. Except in the case of a
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default in the payment of principal of or interest on any note or a default in the payment or delivery of the
consideration due upon conversion, the trustee may withhold notice if and so long as responsible officers of the trustee
in good faith determines that withholding notice is in the interests of the holders. In addition, we are required to
deliver to the trustee, within 120 days after the end of each fiscal year, a certificate indicating whether the signers
thereof know of any default that occurred during the previous year. We are also required to deliver to the trustee,
within 30 days after the occurrence thereof, written notice of any events which would constitute certain defaults, their
status and what action we are taking or proposing to take in respect thereof.

Payments of the fundamental change repurchase price, principal and interest that are not made when due will accrue
interest per annum at the then-applicable interest rate from the required payment date.
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This ��Events of default� section replaces the section of the accompanying prospectus under the heading �Description of
Debt Securities�Events of Default� in its entirety.

Modification and Amendment

Subject to certain exceptions, the indenture or the notes may be amended with the consent of the holders of at least a
majority in principal amount of the notes then outstanding (including without limitation, consents obtained in
connection with a repurchase of, or tender or exchange offer for, notes) and, subject to certain exceptions, any past
default or compliance with any provisions may be waived with the consent of the holders of a majority in principal
amount of the notes then outstanding (including, without limitation, consents obtained in connection with a repurchase
of, or tender or exchange offer for, notes). However, without the consent of each holder of an outstanding note
affected, no amendment may, among other things:

(1) reduce the amount of notes whose holders must consent to an amendment;

(2) reduce the rate of or extend the stated time for payment of interest on any note;

(3) reduce the principal of or extend the stated maturity of any note;

(4) make any change that adversely affects the conversion rights of any notes;

(5) reduce the fundamental change repurchase price of any note or amend or modify in any manner adverse to the
holders of notes our obligation to make such payments, whether through an amendment or waiver of provisions in the
covenants, definitions or otherwise;

(6) make any note payable in money, or at a place of payment, other than that stated in the note;

(7) change the ranking of the notes;

(8) impair the right of any holder to receive payment of principal and interest on such holder�s notes on or after the due
dates therefor or to institute suit for the enforcement of any payment on or with respect to such holder�s notes; or

(9) make any change in the amendment provisions that require each holder�s consent or in the waiver provisions.

Without the consent of any holder, we and the trustee may amend the indenture to:

(1) cure any ambiguity, omission, defect or inconsistency;

(2) provide for the assumption by a successor corporation of our obligations under the indenture;

(3) add guarantees with respect to the notes;

(4) secure the notes;

(5) add to our covenants or events of default for the benefit of the holders or surrender any right or power conferred
upon us;

(6) make any change that does not adversely affect the rights of any holder in any material respect;
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(7) in connection with any transaction described under ��Conversion Rights�Recapitalizations, Reclassifications and
Changes of Our Common Stock� above, provide that the notes are convertible into reference property, subject to the
provisions described under ��Conversion Rights�Settlement upon Conversion� above, and make certain related changes to
the terms of the notes to the extent expressly required by the indenture;

(8) comply with any requirement of the SEC in connection with the qualification of the indenture under the Trust
Indenture Act;

(9) appoint a successor trustee with respect to the notes;
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(10) conform the provisions of the indenture to the �Description of Notes� section in the prospectus supplement, as
supplemented by the related pricing term sheet;

(11) comply with the rules of any applicable securities depositary, including DTC, so long as such amendment does
not adversely affect the rights of any holder in any material respect;

(12) irrevocably elect or eliminate one of the settlement methods and/or irrevocably elect a minimum specified dollar
amount;

(13) provide for the issuance of additional notes; or

(14) increase the conversion rate as provided in the indenture.

Holders do not need to approve the particular form of any proposed amendment. It will be sufficient if such holders
approve the substance of the proposed amendment. After an amendment under the indenture becomes effective, we
are required to send to the holders a notice briefly describing such amendment. However, the failure to give such
notice to all the holders, or any defect in the notice, will not impair or affect the validity of the amendment.

This ��Modification and amendment� section replaces the section of the accompanying prospectus under the heading
�Description of Debt Securities�Modification and Waiver� in its entirety.

Discharge

We may satisfy and discharge our obligations under the indenture by delivering to the securities registrar for
cancellation all outstanding notes or by depositing with the trustee or delivering to the holders, as applicable, after the
notes have become due and payable, whether at maturity, at any fundamental change repurchase date, upon
conversion or otherwise, cash or cash and/or shares of common stock (or, if applicable, reference property), solely to
satisfy outstanding conversions, as applicable, sufficient to pay all of the outstanding notes and paying all other sums
payable under the indenture by us. Such discharge is subject to terms contained in the indenture.

Calculations in Respect of Notes

Except as otherwise provided above, we will be responsible for making all calculations called for under the notes.
These calculations include, but are not limited to, determinations of the stock price, the last reported sale prices of our
common stock, the daily VWAPs, the daily conversion values, the daily settlement amounts, accrued interest payable
on the notes and the conversion rate of the notes. We will make all these calculations in good faith and, absent
manifest error, our calculations will be final and binding on holders of notes. We will provide a schedule of our
calculations to each of the trustee and the conversion agent, and each of the trustee and the conversion agent is entitled
to rely conclusively upon the accuracy of our calculations without independent verification. The trustee will forward
our calculations to any holder of notes upon the request of that holder. The trustee and conversion agent shall have no
obligation to review or verify such calculations.

Reports

The indenture will provide that any documents or reports that we are required to file with the SEC pursuant to
Section 13 or 15(d) of the Exchange Act must be filed by us with the trustee within 15 days after the same are required
to be filed with the SEC (giving effect to any grace period provided by Rule 12b-25 under the Exchange Act or any
similar or successor grace period). Documents filed by us with the SEC via the EDGAR system will be deemed to be
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filed with the trustee as of the time such documents are filed via EDGAR. Notwithstanding anything to the contrary,
we shall in no event be required to file with, or otherwise provide or disclose to, the trustee or any holder any
information for which we are requesting (assuming such request has not been denied), or have received, confidential
treatment from the SEC.
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Trustee

Wilmington Trust, National Association is the trustee, security registrar, bid solicitation agent, paying agent and
conversion agent. Wilmington Trust, National Association, in each of its capacities, including without limitation as
trustee, security registrar, bid solicitation agent, paying agent and conversion agent, assumes no responsibility for the
accuracy or completeness of the information concerning us or our affiliates or any other party contained in this
document or the related documents or for any failure by us or any other party to disclose events that may have
occurred and may affect the significance or accuracy of such information.

We maintain banking relationships in the ordinary course of business with the trustee and its affiliates.

Governing Law

The indenture will provide that it and the notes, and any claim, controversy or dispute arising under or related to the
indenture or the notes, will be governed by and construed in accordance with the laws of the State of New York.

Book-Entry, Settlement and Clearance

The Global Notes

The notes will be initially issued in the form of one or more registered notes in global form, without interest coupons
(the �global notes�). Upon issuance, each of the global notes will be deposited with the trustee as custodian for DTC and
registered in the name of Cede & Co., as nominee of DTC.

Ownership of beneficial interests in a global note will be limited to persons who have accounts with DTC (�DTC
participants�) or persons who hold interests through DTC participants. We expect that under procedures established by
DTC:

� upon deposit of a global note with DTC�s custodian, DTC will credit portions of the principal amount of the
global note to the accounts of the DTC participants designated by the underwriters; and

� ownership of beneficial interests in a global note will be shown on, and transfer of ownership of those interests
will be effected only through, records maintained by DTC (with respect to interests of DTC participants) and
the records of DTC participants (with respect to other owners of beneficial interests in the global note).

Beneficial interests in global notes may not be exchanged for notes in physical, certificated form except in the limited
circumstances described below.

Book-Entry Procedures for the Global Notes

All interests in the global notes will be subject to the operations and procedures of DTC and, therefore, you must
allow for sufficient time in order to comply with these procedures if you wish to exercise any of your rights with
respect to the notes. We provide the following summary of those operations and procedures solely for the convenience
of investors. The operations and procedures of DTC are controlled by that settlement system and may be changed at
any time. Neither we nor the underwriters are responsible for those operations or procedures.
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DTC has advised us that it is:

� a limited purpose trust company organized under the laws of the State of New York;

� a �banking organization� within the meaning of the New York State Banking Law;

� a member of the Federal Reserve System;

� a �clearing corporation� within the meaning of the Uniform Commercial Code; and

� a �clearing agency� registered under Section 17A of the Exchange Act.
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DTC was created to hold securities for its participants and to facilitate the clearance and settlement of securities
transactions between its participants through electronic book-entry changes to the accounts of its participants. DTC�s
participants include securities brokers and dealers, including the underwriters; banks and trust companies; clearing
corporations and other organizations. Indirect access to DTC�s system is also available to others such as banks,
brokers, dealers and trust companies; these indirect participants clear through or maintain a custodial relationship with
a DTC participant, either directly or indirectly. Investors who are not DTC participants may beneficially own
securities held by or on behalf of DTC only through DTC participants or indirect participants in DTC.

So long as DTC�s nominee is the registered owner of a global note, that nominee will be considered the sole owner or
holder of the notes represented by that global note for all purposes under the indenture. Except as provided below,
owners of beneficial interests in a global note:

� will not be entitled to have notes represented by the global note registered in their names;

� will not receive or be entitled to receive physical, certificated notes; and

� will not be considered the owners or holders of the notes under the indenture for any purpose, including with
respect to the giving of any direction, instruction or approval to the trustee under the indenture.

As a result, each investor who owns a beneficial interest in a global note must rely on the procedures of DTC to
exercise any rights of a holder of notes under the indenture (and, if the investor is not a participant or an indirect
participant in DTC, on the procedures of the DTC participant through which the investor owns its interest).

Payments of principal and interest with respect to the notes represented by a global note will be made by the paying
agent to DTC�s nominee as the registered holder of the global note. Neither we nor the trustee nor the paying agent will
have any responsibility or liability for the payment of amounts to owners of beneficial interests in a global note, for
any aspect of the records relating to or payments made on account of those interests by DTC, or for maintaining,
supervising or reviewing any records of DTC relating to those interests.

Payments by participants and indirect participants in DTC to the owners of beneficial interests in a global note will be
governed by standing instructions and customary industry practice and will be the responsibility of those participants
or indirect participants and DTC.

Transfers between participants in DTC will be effected under DTC�s procedures and will be settled in same-day funds.

Certificated Notes

Unless we agree otherwise, notes in physical, certificated form will be issued and delivered to each person that DTC
identifies as a beneficial owner of the related notes only if:

� DTC notifies us at any time that it is unwilling or unable to continue as depositary for the global notes
and a successor depositary is not appointed within 90 days;
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� DTC ceases to be registered as a clearing agency under the Exchange Act and a successor depositary is not
appointed within 90 days; or

� an event of default with respect to the notes has occurred and is continuing and a holder requests that its notes
be issued in physical, certificated form.
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DESCRIPTION OF CONVERTIBLE NOTE HEDGE AND WARRANT TRANSACTIONS

In connection with the pricing of the notes, we entered into convertible note hedge transactions with one or more of
the underwriters or their affiliates and other financial institutions (the �option counterparties�). The convertible note
hedge transactions will cover, subject to anti-dilution adjustments substantially similar to those applicable to the notes,
the number of shares of our common stock underlying the notes. Concurrently with entering into the convertible note
hedge transactions, we also entered into warrant transactions with the option counterparties whereby we will sell to
the option counterparties warrants to purchase, subject to customary anti-dilution adjustments, up to the same number
of shares of our common stock. The warrants will be settled on a net-share or net cash basis at our election.

We intend to use approximately $10.4 million of the net proceeds from this offering to pay the cost of the convertible
note hedge transactions (after such cost is partially offset by the proceeds to us from the sale of the warrant
transactions). If the underwriters exercise their over-allotment option, we expect to sell additional warrants to the
option counterparties and use a portion of the proceeds from the sale of the additional notes, together with the
proceeds from the sale of the additional warrants, to enter into additional convertible note hedge transactions with the
option counterparties.

The convertible note hedge transactions are expected generally to reduce the potential dilution upon conversion of the
notes and/or offset any cash payments we are required to make in excess of the principal amount of converted notes,
as the case may be, in the event that the market price per share of our common stock, as measured under the terms of
the convertible note hedge transactions, is greater than the strike price of the convertible note hedge transactions,
which initially corresponds to the conversion price of the notes and is subject to anti-dilution adjustments substantially
similar to those applicable to the conversion rate of the notes. If, however, the market price per share of our common
stock, as measured under the terms of the warrant transactions, exceeds the strike price of the warrants, there could
nevertheless be dilution to the extent that such market price exceeds the strike price of the warrants.

We will not be required to make any cash payments to the option counterparties or their affiliates upon the exercise of
the options that are a part of the convertible note hedge transactions, but we will be entitled to receive from them a
number of shares of our common stock, an amount of cash or a combination thereof generally based on the amount by
which the market price per share of our common stock, as measured under the terms of the convertible note hedge
transactions, is greater than the strike price of the convertible note hedge transactions during the relevant valuation
period under the convertible note hedge transactions. Additionally, if the market price per share of our common stock,
as measured under the terms of the warrant transactions, exceeds the strike price of the warrants during the
measurement period at the maturity of the warrants, we will owe the option counterparties a number of shares of our
common stock or, at our election, an amount of cash, in either case in an amount based on the excess of such market
price per share of our common stock over the strike price of the warrants.

The convertible note hedge transactions and the warrant transactions are separate transactions entered into by us with
the option counterparties, are not part of the terms of the notes and will not change the holders� rights under the notes.
As a holder of the notes, you will not have any rights with respect to the convertible note hedge transactions or the
warrant transactions.

For a discussion of the potential impact of any market or other activity by the option counterparties or their respective
affiliates in connection with these convertible note hedge and warrant transactions, see �Underwriting�Convertible Note
Hedge and Warrant Transactions� and �Risk Factors�Risks Related to the Notes�The convertible note hedge and warrant
transactions may affect the value of the notes and our common stock.�
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is a summary of material U.S. federal income tax considerations of the purchase, ownership
and disposition of notes and the shares of our common stock into which the notes may be converted, but does not
purport to be a complete analysis of all potential tax effects. The effects of other U.S. federal tax laws, such as estate
and gift tax laws, and any applicable state, local or foreign tax laws are not discussed. This summary is based upon
provisions of the Internal Revenue Code of 1986, as amended, or the Code, applicable Treasury regulations
promulgated thereunder, judicial decisions, and published rulings and administrative pronouncements of the U.S.
Internal Revenue Service, or the IRS, in each case in effect as of the date hereof. These authorities may change or be
subject to differing interpretations. Any such change or differing interpretation may be applied retroactively in a
manner that could adversely affect a holder of the notes or the shares of our common stock into which the notes may
be converted. We have not sought and will not seek any rulings from the IRS regarding the matters discussed below.
There can be no assurance the IRS or a court will not take a contrary position to that discussed below regarding the tax
consequences of the purchase, ownership and disposition of the notes and the shares of our common stock into which
the notes may be converted.

Except where noted, this summary addresses only a note or common stock held as a �capital asset� within the meaning
of Section 1221 of the Code (generally, property held for investment) by a beneficial owner who purchased the notes
on original issuance at its �issue price� (i.e., the first price at which a substantial portion of the notes is sold for cash to
persons other than bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters,
placement agents or wholesalers). This discussion does not address all U.S. federal income tax consequences relevant
to holders of a note or common stock (including the potential application of the Medicare contribution tax), nor does it
address all tax consequences that may be relevant to such holders in light of their personal circumstances or particular
situations, such as:

� tax consequences to holders who may be subject to special tax treatment, including dealers in securities or
currencies, banks, financial institutions, regulated investment companies, real estate investment trusts,
tax-exempt entities, insurance companies or traders in securities that elect to use a mark-to-market method of
accounting for their securities;

� tax consequences to persons holding notes or common stock as a part of a hedging, integrated or conversion
transaction or a straddle, or persons deemed to sell notes or common stock under the constructive sale
provisions of the Internal Revenue Code;

� tax consequences to U.S. holders (as defined below) whose �functional currency� is not the U.S. dollar;

� tax consequences to investors that hold notes or common stock through pass-through entities;

� alternative minimum tax consequences, if any;

� any state, local or foreign tax consequences; and
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� U.S. estate or gift tax consequences, if any.
If an entity treated as a partnership for U.S. federal income tax purposes holds notes or common stock, the tax
treatment of a partner in the partnership will depend on the status of the partner, the activities of the partnership and
certain determinations made at the partner level. Accordingly, partnerships holding notes or common stock and the
partners in such partnerships should consult their tax advisors.

THIS DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT TAX ADVICE. YOU
SHOULD CONSULT YOUR TAX ADVISOR WITH RESPECT TO THE APPLICATION OF THE U.S.
FEDERAL INCOME TAX LAWS TO YOUR PARTICULAR SITUATION AS WELL AS ANY TAX
CONSEQUENCES OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF NOTES AND COMMON
STOCK ARISING UNDER OTHER U.S. FEDERAL TAX LAWS (INCLUDING ESTATE AND GIFT TAX
LAWS), UNDER THE LAWS OF ANY STATE, LOCAL OR NON-U.S. TAXING JURISDICTION OR
UNDER ANY APPLICABLE TAX TREATY.
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As used herein, a �U.S. holder� is a beneficial owner of a note or common stock received upon conversion of a note that
is, for U.S. federal income tax purposes:

� an individual who is a citizen or resident of the United States;

� a corporation (or any other entity treated as a corporation for U.S. federal income tax purposes) created or
organized in or under the laws of the United States, any state thereof or the District of Columbia;

� an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust, if it (i) is subject to the primary supervision of a court within the United States and one or more U.S.
persons have the authority to control all substantial decisions of the trust, or (ii) has a valid election in effect
under applicable U.S. Treasury regulations to be treated as a U.S. person.

A �non-U.S. holder� is a beneficial owner of a note or common stock received upon conversion of a note that is an
individual, corporation, estate or trust that is not a U.S. holder. Special rules may apply to certain non-U.S. holders
such as corporations that accumulate earnings to avoid U.S. federal income tax or, in certain circumstances,
individuals who are U.S. expatriates. Consequently, non-U.S. holders should consult their tax advisors to determine
the U.S. federal, state, local, foreign and other tax consequences that may be relevant to them in light of their
particular circumstances.

Consequences to U.S. Holders

Interest on the Notes

It is anticipated, and this discussion assumes, that the notes will be issued with less than de minimis original issue
discount for U.S. federal income tax purposes. In such case, stated interest on a note generally will be taxable to a U.S.
holder as ordinary income at the time it is paid or accrued in accordance with the U.S. holder�s usual method of
accounting for tax purposes.

Additional Payments

In certain circumstances, we may be obligated to make payments on the notes in excess of stated principal and
interest. We intend to take the position that the foregoing contingencies should not cause the notes to be treated as
contingent payment debt instruments under the applicable Treasury regulations. Assuming such position is respected,
a U.S. holder would be required to include in income the amount of any such additional payments at the time such
payments are received or accrued in accordance with such U.S. holder�s method of accounting for U.S. federal income
tax purposes. Our position is binding on a holder, unless the holder discloses in the proper manner to the IRS that it is
taking a different position. If the IRS successfully challenged our position, and the notes were treated as contingent
payment debt instruments, U.S. holders would be required to accrue interest income at a rate higher than their yield to
maturity, regardless of the holder�s method of accounting, and to treat as ordinary income, rather than capital gain, any
gain recognized on a sale, exchange, retirement or redemption of a note (including all gain realized upon conversion,
even if the U.S. holder receives shares of our common stock). This discussion assumes that the notes will not be
considered contingent payment debt instruments. U.S. holders are urged to consult their tax advisors regarding the
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potential application to the notes of the contingent payment debt instrument rules and the consequences thereof.

Sale, Exchange, Redemption or Other Taxable Disposition of Notes

Except as provided below under ��Conversion of Notes,� a U.S. holder generally will recognize gain or loss upon the
sale, exchange, redemption or other taxable disposition of a note (including an exchange with a designated financial
institution in lieu of conversion, as described in �Description of Notes�Exchange in Lieu of Conversion�) equal to the
difference between the amount realized (less accrued but unpaid interest which will be treated as described above
under ��Interest on the Notes�) and such U.S. holder�s adjusted tax basis in the note. A U.S. holder�s adjusted tax basis in a
note generally will be equal to the amount that the U.S. holder paid for the note.
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Any gain or loss recognized on a taxable disposition of a note will be capital gain or loss. If, at the time of the sale,
exchange, redemption or other taxable disposition of a note, a U.S. holder held the note for more than one year, such
gain or loss will be long-term capital gain or loss. Otherwise, such gain or loss will be short-term capital gain or loss.
In the case of certain non-corporate U.S. holders (including individuals) long-term capital gains are generally subject
to a reduced rate of U.S. federal income tax. A U.S. holder�s ability to deduct capital losses may be limited.

Conversion of Notes

If a U.S. holder presents a note for conversion, a U.S. holder may receive solely cash, solely common stock, or a
combination of cash and common stock in exchange for the note depending upon our chosen settlement method.

If a U.S. holder receives solely cash in exchange for a note upon conversion, the U.S. holder�s gain or loss will be
determined in the same manner as if the U.S. holder disposed of the notes in a taxable disposition (as described above
under ��Sale, Exchange, Redemption or Other Taxable Disposition of Notes�).

If a U.S. holder receives solely common stock in exchange for notes upon conversion (excluding an exchange with a
designated financial institution in lieu of conversion, as described in �Description of Notes�Exchange in Lieu of
Conversion,� which would be taxable as described above, under ��Sale, Exchange, Redemption or Other Taxable
Disposition of Notes�), the U.S. holder generally will not recognize gain or loss upon the conversion of the notes into
common stock except to the extent of (i) cash received in lieu of a fractional share and (ii) amounts received with
respect to accrued but unpaid interest (which will be treated as described above under ��Interest on the Notes�).

The amount of gain or loss a U.S. holder will recognize on the receipt of cash in lieu of a fractional share will be equal
to the difference between the amount of cash the U.S. holder receives in respect of the fractional share and the portion
of the U.S. holder�s adjusted tax basis in the note that is allocable to the fractional share. Any such gain or loss
generally would be capital gain or loss and would be long-term capital gain or loss, if at the time of the conversion,
the note has been held for more than one year. The tax basis of shares of common stock received upon a conversion
(other than shares attributable to accrued but unpaid interest, the tax basis of which will equal their fair market value)
will equal the adjusted tax basis of the note that was converted (excluding the portion of the adjusted tax basis that is
allocable to any fractional share). The U.S. holder�s holding period for the shares of common stock will include the
period during which the U.S. holder held the notes, except that the holding period of any shares received with respect
to accrued interest will commence on the day after the date of receipt.

As described below, the tax treatment of a conversion of a note into cash and common stock is uncertain and subject
to different characterizations, and U.S. holders should consult their tax advisors regarding the consequences of such a
conversion.

Treatment as a Recapitalization. If a combination of cash and common stock is received by a U.S. holder upon
conversion of a note (excluding an exchange with a designated financial institution in lieu of conversion, as described
in �Description of Notes�Exchange in Lieu of Conversion,� which would be taxable as described above, under ��Sale,
Exchange, Redemption or Other Taxable Disposition of Notes�), we intend to take the position that the notes are
securities for U.S. federal income tax purposes and that the conversion should be treated as a recapitalization. In such
case, gain, but not loss, would be recognized by the U.S. holder equal to the excess of the fair market value of our
common stock and cash received (other than amounts attributable to accrued but unpaid interest, which will be treated
as described above under ��Interest on the Notes�) over the U.S. holder�s adjusted tax basis in the note, but in no event
would the gain recognized exceed the amount of cash received (excluding any cash received in lieu of a fractional
share or attributable to accrued but unpaid interest). The amount of gain or loss recognized on the receipt of cash in
lieu of a fractional share would be equal to the difference between the amount of cash received and the portion of the
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U.S. holder�s tax basis in our common stock received that is allocable to the fractional share, as described in the
following paragraph. Any gain or loss recognized by a U.S. holder on conversion of a note generally would be capital
gain or loss and would be long-term capital gain or loss if, at the time of the conversion, the note has been held for
more than one year.
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The tax basis of our common stock received upon such a conversion (including any fractional share deemed to be
received by the U.S. holder, but excluding any common stock attributable to accrued but unpaid interest, the tax basis
of which would equal its fair market value) would equal the adjusted tax basis of the note that was converted, reduced
by the amount of any cash received (excluding cash received in lieu of a fractional share or attributable to accrued but
unpaid interest), and increased by the amount of gain, if any, recognized (other than gain recognized on any cash
received with respect to a fractional share). A U.S. holder�s holding period for common stock would include the period
during which the U.S. holder held the note, except that the holding period of any common stock received with respect
to accrued but unpaid interest would commence on the day after our common stock is received.

Alternative Treatment as Part Conversion and Part Redemption. If the conversion of a note into cash and common
stock were not treated as a recapitalization as discussed above, the cash payment received may be treated as proceeds
from the sale of a portion of the note and taxed in the manner described above under ��Sale, Exchange, Redemption or
Other Taxable Disposition of Notes,� in which case our common stock received on such a conversion would be treated
as received upon a conversion of the other portion of the note, which generally would not be taxable to a U.S. holder
except to the extent of any common stock received with respect to accrued but unpaid interest. In that case, the U.S.
holder�s adjusted tax basis in the note would generally be allocated pro rata among our common stock received and the
portion of the note that is treated as sold for cash based on the fair market value of our common stock and the cash.
The holding period for our common stock received in the conversion would include the holding period for the note,
except that the holding period of any common stock received with respect to accrued but unpaid interest would
commence on the day after our common stock is received.

Distributions

Distributions, if any, made on our common stock generally will be included in a U.S. holder�s income as ordinary
dividend income to the extent of our current or accumulated earnings and profits. Distributions in excess of our
current and accumulated earnings and profits will be treated as a return of capital to the extent of a U.S. holder�s tax
basis in our common stock and thereafter as capital gain from the sale or exchange of such common stock. Dividends
received by a corporate U.S. holder may be eligible for a dividends received deduction, subject to applicable
limitations. Dividends received by certain non-corporate U.S. holders (including individuals), are generally taxed at
the lower applicable long-term capital gains rates, provided certain holding period and other requirements are
satisfied.

Constructive Distributions

The conversion rate of the notes will be adjusted in certain circumstances. Adjustments (or failures to make
adjustments) that have the effect of increasing a U.S. holder�s proportionate interest in our assets or earnings and
profits may, in some circumstances, result in a deemed distribution to the U.S. holder for U.S. federal income tax
purposes even though no cash or property is received. Adjustments to the conversion rate made pursuant to a bona
fide reasonable adjustment formula that has the effect of preventing the dilution of the interest of the holders of the
notes, however, will generally not result in a deemed distribution to a U.S. holder.

Certain of the conversion rate adjustments provided in the notes (including, without limitation, adjustments in respect
of taxable dividends to holders of our common stock) will not qualify as being pursuant to a bona fide reasonable
adjustment formula. If such adjustments are made, a U.S. holder will be deemed to have received a distribution even
though the U.S. holder has not received any cash or property as a result of such conversion rate adjustment. In
addition, an adjustment to the conversion rate in connection with a make-whole fundamental change may be treated as
a deemed distribution. Any deemed distribution will be taxable as a dividend, return of capital or capital gain to the
extent thereof as described above under ��Distributions.�
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However, it is unclear whether a constructive dividend deemed paid to a non-corporate U.S. holder would be eligible
for the lower applicable long-term capital gains rates as described above under ��Distributions.� It is also unclear whether
corporate holders would be entitled to claim the dividends received deduction with respect to any such constructive
dividends. Generally, a U.S. holder�s adjusted tax basis in a note will be increased to the
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extent any such constructive distribution is treated as a dividend. U.S. holders should consult their tax advisors on the
impact a constructive distribution may have on their holding period in the notes.

We are currently required to report the amount of any deemed distributions on our website or to the IRS and holders
of notes not exempt from reporting. On April 12, 2016, the IRS proposed regulations addressing the amount and
timing of deemed distributions, obligations of withholding agents and filing and notice obligations of issuers. If
adopted as proposed, the regulations would generally provide that (i) the amount of a deemed distribution is the excess
of the fair market value of the right to acquire stock immediately after the conversion adjustment over the fair market
value of the right to acquire stock without the adjustment, (ii) the deemed distribution occurs at the earlier of the date
the adjustment occurs under the terms of the note and the date of the actual distribution of cash or property that results
in the deemed distribution, (iii) subject to certain limited exceptions, a withholding agent is required to impose any
applicable withholding on deemed distributions to a non-U.S. holder and, if there is no associated cash payment, may
set off its withholding obligations against payments on the notes (or, in some circumstances, any payments on our
common stock) or sales proceeds received by or other funds or assets of such holder and (iv) we are required to report
the amount of any deemed distributions on our website or to the IRS and all holders of notes (including holders of
notes that would otherwise be exempt from reporting). The final regulations will be effective for deemed distributions
occurring on or after the date of adoption, but holders of notes and withholding agents may rely on them prior to that
date under certain circumstances.

Sale, Certain Redemptions or Other Taxable Dispositions of Common Stock

Upon the sale, certain redemptions or other taxable dispositions of our common stock, a U.S. holder generally will
recognize gain or loss equal to the difference between the amount realized and the U.S. holder�s tax basis in our
common stock. Any gain or loss recognized on a taxable disposition of common stock will be capital gain or loss.
Such capital gain or loss will be long-term capital gain or loss if a U.S. holder�s holding period at the time of the sale,
redemption or other taxable disposition of our common stock is more than one year. Long-term capital gains
recognized by certain non-corporate U.S. holders (including individuals) are generally subject to a reduced rate of
U.S. federal income tax. The deductibility of capital losses is subject to limitations.

Possible Effect of the Change in Conversion Consideration After a Change in Control

In certain situations, the notes may become convertible or exchangeable into shares of an acquirer. Depending on the
circumstances, such an adjustment could result in a deemed taxable exchange of the notes to a U.S. holder and the
modified notes could be treated as newly issued at that time, potentially resulting in the recognition of taxable gain or
loss. Furthermore, depending on the circumstances, the U.S. federal income tax consequences of the exchange or
conversion of the notes as well as the ownership of the notes and the shares may be different from the U.S. federal
income tax consequences addressed in this discussion.

Consequences to Non-U.S. Holders

Interest on the Notes

The 30% U.S. federal withholding tax will not be applied to any payment of interest on a note to a non-U.S. holder
provided that:

�
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the non-U.S. holder does not actually or constructively own 10% or more of the total combined voting power
of all classes of our stock that are entitled to vote;

� the non-U.S. holder is not a controlled foreign corporation that is related to us (actually or constructively)
through stock ownership; and

� the non-U.S. holder provides its name and address, and certifies, under penalties of perjury, that it is not a U.S.
person (which certification may be made on an IRS Form W-8BEN or W-8BEN-E (or other applicable form))
or (b) the non-U.S. holder holds the notes through certain foreign intermediaries and the non-U.S. holder and
the foreign intermediaries satisfy the certification requirements of applicable Treasury regulations.
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If a non-U.S. holder cannot satisfy the requirements described above, payments of interest will be subject to the 30%
U.S. federal withholding tax, unless the non-U.S. holder provides the applicable withholding agent with a properly
executed (i) IRS Form W-8BEN or W-8BEN-E (or other applicable form) claiming an exemption from or reduction in
withholding under an applicable income tax treaty or (ii) IRS Form W-8ECI (or other applicable form) stating that
interest paid on the notes is not subject to withholding tax because it is effectively connected with the non-U.S.
holder�s conduct of a trade or business in the United States. If a non-U.S. holder is engaged in a trade or business in the
United States and interest on a note is effectively connected with the conduct of that trade or business and, if required
by an applicable income tax treaty, is attributable to a U.S. permanent establishment, then (although the non-U.S.
holder will be exempt from the 30% withholding tax provided the certification requirements discussed above are
satisfied) the non-U.S. holder will be subject to U.S. federal income tax on that interest on a net income basis
generally in the same manner as if the non-U.S. holder were a U.S. holder. In addition, if the non-U.S. holder is a
foreign corporation, it may be subject to a branch profits tax equal to 30% (or lesser rate under an applicable income
tax treaty) of its earnings and profits for the taxable year, subject to adjustments, that are effectively connected with its
conduct of a trade or business in the United States.

Dividends and Constructive Distributions

Any dividends paid to a non-U.S. holder with respect to common stock (and any deemed dividends resulting from
certain adjustments, or failures to make adjustments, to the conversion rate of the notes, see above under
�Consequences to U.S. Holders�Constructive Distributions�) will be subject to withholding tax at a 30% rate or such
lower rate as may be specified by an applicable income tax treaty. However, dividends that are effectively connected
with the conduct of a trade or business in the United States and, if required by an applicable income tax treaty, are
attributable to a U.S. permanent establishment, are not subject to the withholding tax, but instead are subject to U.S.
federal income tax on a net income basis at applicable graduated individual or corporate rates. Certain certification
and disclosure requirements must be complied with in order for effectively connected income to be exempt from
withholding. Any such effectively connected income received by a foreign corporation also may, under certain
circumstances, be subject to a branch profits tax at a 30% rate or such lower rate as may be specified by an applicable
income tax treaty. Any applicable withholding taxes (including backup withholding) with respect to deemed dividends
may be withheld from interest and payments upon conversion, repurchase or maturity of the notes or if any
withholding taxes (including backup withholding) are paid on behalf of a holder, those withholding taxes may be set
off against payments of cash or common stock, if any, payable on the notes (or, in some circumstances, any payments
on our common stock) or sales proceeds received by or other funds or assets of such holder.

A non-U.S. holder of common stock who wishes to claim the benefit of an applicable income tax treaty rate is
required to satisfy applicable certification and other requirements. If a non-U.S. holder is eligible for an exemption or
a reduced rate of U.S. withholding tax pursuant to an income tax treaty, it may obtain a refund of any excess amounts
withheld by timely filing an appropriate claim for refund with the IRS.

Sale, Exchange, Certain Redemptions, Conversion or Other Taxable Dispositions of Notes or Common Stock

Any gain recognized by a non-U.S. holder on the sale, exchange (including an exchange with a designated financial
institution in lieu of conversion, as described in �Description of Notes�Exchange in Lieu of Conversion�), certain
redemptions, conversion or other taxable disposition of a note or common stock will not be subject to U.S. federal
income tax unless:

�
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(and, if required by an applicable income tax treaty, is attributable to a U.S. permanent establishment);

� the non-U.S. holder is an individual who is present in the United States for 183 days or more in the taxable year
of disposition, and certain other conditions are met; or
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� we are or have been a �U.S. real property holding corporation,� or USRPHC, for U.S. federal income tax
purposes during the shorter of the non-U.S. holder�s holding period or the five-year period ending on the date of
disposition of the note or common stock, as the case may be.

If you are a non-U.S. holder and you realize gain described in the first bullet point above, you will be subject to tax at
regular graduated U.S. federal income tax rates on the net gain derived from the sale, exchange, redemption,
conversion or other taxable disposition of a note or common stock, generally in the same manner as if you were a U.S.
holder, and, if you are a foreign corporation, you additionally may be subject to a branch profits tax equal to 30% of
your effectively connected earnings and profits, or at such lower rate as may be specified by an applicable income tax
treaty. If you are described in the second bullet point above, you will be subject to a flat 30% tax (or lower applicable
income tax treaty rate) on the gain recognized on the sale, exchange, redemption, conversion or other taxable
disposition of a note or common stock (which gain may be offset by certain U.S.-source capital losses), even though
you are not considered a resident of the United States.

Any amounts (including common stock) which a non-U.S. holder receives on a sale, exchange, redemption,
conversion or other taxable disposition of a note which are attributable to accrued but unpaid interest will be subject to
U.S. federal income tax in accordance with the rules described above under �Consequences to Non-U.S.
Holders�Interest on the Notes.� We believe we are not, and we do not anticipate becoming, a USRPHC for U.S. federal
income tax purposes.

Information Reporting and Backup Withholding

U.S. Holders

Information reporting requirements generally will apply to payments of interest (including additional interest, if any)
and deemed dividends on the notes, dividends on our common stock and the proceeds of a sale of a note or common
stock paid to a U.S. holder unless the U.S. holder is an exempt recipient, and if requested, certifies as to that status.
Backup withholding generally will apply to those payments if the U.S. holder fails to provide an appropriate
certification with its correct taxpayer identification number or certification of exempt status. Any amounts withheld
under the backup withholding rules will be allowed as a refund or a credit against a U.S. holder�s U.S. federal income
tax liability provided the required information is timely furnished to the IRS.

Non-U.S. Holders

Generally, the amount of interest (including additional interest, if any) and deemed dividends on the notes and
dividends on common stock to non-U.S. holders and the amount of tax, if any, withheld with respect to those
payments must be reported annually to the IRS and to the non-U.S. holders. Copies of the information returns
reporting such interest, deemed dividends, dividends and withholding may also be made available to the tax
authorities in a country in which the non-U.S. holder resides under the provisions of an applicable income tax treaty.
In general, a non-U.S. holder will not be subject to backup withholding with respect to payments of interest or deemed
dividends on a note or dividends on common stock, provided the statement described above in the last bullet point
under �Consequences to Non-U.S. Holders�Interest on the Notes� has been received. In addition, a non-U.S. holder will
be subject to information reporting and, depending on the circumstances, backup withholding with respect to
payments of the proceeds of the sale of a note or common stock conducted within the United States or through certain
U.S.-related financial intermediaries, unless the statement described above has been received, or the non-U.S. holder
otherwise establishes an exemption. Any amounts withheld under the backup withholding rules will be allowed as a
refund or a credit against a non-U.S. holder�s U.S. federal income tax liability, if any, provided the required
information is timely furnished to the IRS.
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Foreign Account Tax Compliance Act

Legislation enacted in 2010 (commonly referred to as �FATCA�) generally imposes withholding at a rate of 30% on
interest and dividends (including deemed dividends) paid on, and the gross proceeds of a disposition of, debt
obligations or stock in a United States corporation paid to (i) a foreign financial institution, or FFI, whether as a
beneficial owner or intermediary, unless such institution enters into an agreement with the U.S. government
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to collect and provide to the U.S. tax authorities substantial information regarding U.S. account holders of such
institution (which would include certain equity and debt holders of such institution, as well as certain account holders
that are foreign entities with U.S. owners), or qualifies for an exemption from these rules, and (ii) a foreign entity that
is not a financial institution (whether as a beneficial owner or intermediary for another foreign entity that is not a
financial institution) unless such entity provides the withholding agent or U.S. tax authorities with a certification
identifying the substantial U.S. owners of the entity, which generally includes any U.S. person who directly or
indirectly owns more than 10% of the entity, or qualifies for an exemption from these rules. A person that receives
payments through one or more FFIs may receive reduced payments as a result of FATCA withholding taxes if (i) any
such FFI does not enter into such an agreement with the U.S. government and does not otherwise establish an
exemption, or (ii) such person is (a) a �recalcitrant account holder� or (b) itself an FFI that fails to enter into such an
agreement or establish an exemption. Foreign financial institutions located in jurisdictions that have an
intergovernmental agreement with the United States governing FATCA may be subject to different rules.

The applicable Treasury regulations and administrative guidance provide that the FATCA withholding rules will
apply to payments of interest and dividends (including deemed dividends) regardless of when they are made (or
deemed made) and to payments of gross proceeds from a sale or other disposition of notes or stock on or after
January 1, 2019. Investors are encouraged to consult with their tax advisors regarding the implications of this
legislation on their investment in our notes and common stock.
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UNDERWRITING

We will enter into an underwriting agreement with J.P. Morgan Securities LLC and Morgan Stanley & Co. LLC, as
representatives of the several underwriters listed in the table below. Pursuant to the terms and conditions of the
underwriting agreement, we have agreed to sell to the underwriters, and each underwriter has severally agreed to
purchase from us, the principal amount of notes set forth opposite its name.

Underwriter
Principal Amount

of Notes
J.P. Morgan Securities LLC . $ 74,250,000
Morgan Stanley & Co. LLC 66,750,000
Leerink Partners LLC 4,500,000
JMP Securities LLC 4,500,000

Total $ 150,000,000

The underwriting agreement provides that the underwriters are obligated to purchase all of the notes if any are
purchased. The obligations of the several underwriters under the underwriting agreement are subject to the satisfaction
of certain conditions.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the
Securities Act, or to contribute to payments the underwriters may be required to make in respect of those liabilities.

The underwriters initially propose to offer the notes to the public at the public offering price that appears on the cover
page of this prospectus supplement. The underwriters may offer the notes to selected dealers at the public offering
price minus a concession of up to 1.80% of the principal amount. After the initial offering, the underwriters may
change the public offering price and any other selling terms. The underwriters may offer and sell notes through certain
of their affiliates.

The following table shows the underwriting discounts and commissions to be paid to the underwriters by us in
connection with this offering, assuming both no exercise and full exercise of the underwriters� over-allotment option
described below.

Paid by us

No
Exercise

Full
Exercise

Per note $ 30 $ 30
Total $ 4,500,000 $ 5,175,000
We estimate that the expenses for this offering payable by us (other than discounts and commissions set forth in the
table above) will be approximately $1.1 million. We have agreed to reimburse the underwriters for certain
FINRA-related and other expenses incurred by them in connection with this offering in an amount up to $20,000.

Over-Allotment Option
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We have granted the underwriters an option to purchase, exercisable within a 30-day period from the date of this
prospectus supplement, up to an additional $22,500,000 principal amount of notes from us solely to cover
over-allotments. If any additional notes are purchased with this option, the underwriters will offer such additional
notes on the same terms as those on which the notes are being offered.

New Issue of Notes

The notes are a new issue of securities, and there is currently no established trading market for such notes. We do not
intend to apply for the notes to be listed on any securities exchange or to arrange for the notes to be quoted on any
quotation system.

The underwriters have advised us that they intend to make a market in the notes, but they are not obligated to do so.
The underwriters may discontinue any market-making in the notes at any time in their sole discretion
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without notice. Accordingly, we cannot assure you that a liquid trading market will develop for the notes. If an active
trading market for the notes does not develop, the market price and liquidity of the notes may be adversely affected. If
the notes are traded, they may trade at a discount from their initial public offering price depending on prevailing
interest rates, the market for similar securities, our performance and other factors.

No Sale of Similar Securities

We have agreed that we will not (i) offer, pledge, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase or otherwise transfer or dispose
of, directly or indirectly, or file with the SEC a registration statement under the Securities Act relating to, any shares
of our common stock or securities convertible into or exchangeable or exercisable for any shares of our common
stock, or publicly disclose the intention to make any offer, sale, pledge, disposition or filing, or (ii) enter into any swap
or other arrangement that transfers all or a portion of the economic consequences associated with the ownership of any
shares of common stock or any such other securities (regardless of whether any of these transactions are to be settled
by the delivery of shares of common stock or such other securities, in cash or otherwise), in each case without the
prior written consent of J.P. Morgan Securities LLC and Morgan Stanley & Co. LLC for a period of 60 days after the
date of this prospectus supplement, other than (i) the sale of securities in this offering, or the issuance by us of any
shares of our common stock upon the conversion thereof, (ii) any shares of our common stock issued upon the
exercise of options granted under our existing stock incentive plans or warrants described as outstanding in the
registration statement of which this prospectus supplement forms a part, (iii) any options and other awards granted
under an stock incentive plan described in the registration statement of which this prospectus supplement forms a part,
(iv) our filing of any registration statement on Form S-8 or a successor form thereto relating to an stock incentive plan
described in the registration statement of which this prospectus supplement forms a part, (v) our entry into the warrant
transactions described in this prospectus supplement, (vi) the issuance of common stock upon exercise and settlement
or termination of the warrant transactions described in this prospectus supplement, and (vii) shares of common stock
or other securities issued in connection with a transaction with an unaffiliated third-party that includes a bona fide
commercial relationship (including joint ventures, marketing or distribution arrangements, collaboration agreements
or intellectual property license agreements) or any acquisition of assets or acquisition of not less than a majority or
controlling portion of the equity of another entity, provided that (x) the aggregate number of shares issued pursuant to
this clause (vii) shall not exceed five percent (5%) of the total number of outstanding shares of common stock
immediately following the issuance and sale of the notes in this offering and (y) the recipient of any such shares of
common stock and securities issued pursuant to this clause (vii) during the 60-day restricted period described above
shall enter into a lock-up agreement.

All of our directors and executive officers have entered into lock-up agreements with the underwriters prior to the
commencement of this offering pursuant to which each of these persons, with limited exceptions, for a period of 60
days after the date of this prospectus supplement, may not, without the prior written consent of J.P. Morgan Securities
LLC and Morgan Stanley & Co. LLC on behalf of the underwriters, (1) offer, pledge, sell, contract to sell, sell any
option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase,
or otherwise transfer or dispose of, directly or indirectly, any shares of our common stock or any securities convertible
into or exercisable or exchangeable for our common stock (including, without limitation, common stock or such other
securities which may be deemed to be beneficially owned by such directors or executive officers in accordance with
the rules and regulations of the SEC and securities which may be issued upon exercise of a stock option or warrant) or
(2) enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of
ownership of the common stock or such other securities, whether any such transaction described in clause (1) or
(2) above is to be settled by delivery of common stock or such other securities, in cash or otherwise, or (3) make any
demand for or exercise any right with respect to the registration of any shares of our common stock or any security
convertible into or exercisable or exchangeable for our common stock. For the avoidance of doubt, in the case of two
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of our directors who are designees on our Board of Directors, Messrs. Behbahani and Jaeger, the restrictions described
in this paragraph do not apply to shares of our common stock owned by entities affiliated with New Enterprise
Associates, Inc. and Three Arch Partners, respectively.
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In addition, the restrictions described in the immediately preceding paragraph do not apply to:

� transfers or dispositions of shares of common stock:

� as a bona fide gift;

� to any trust for the direct or indirect benefit of the party subject to the lock-up restrictions or the
immediate family of such person;

� to any corporation, partnership, limited liability company, investment fund or other entity controlled or
managed, or under common control or management by the party subject to the lock-up restrictions or the
immediate family of such person;

� by will, other testamentary document or intestate succession to the legal representative, heir, beneficiary
or a member of the immediate family of the party subject to the lockup restrictions; and

� as distributions to partners, members or stockholders of the party subject to the lock-up restrictions,
provided that in the case of any transfer or distribution pursuant to the above subclauses, (i) each donee or distributee
shall sign and deliver a lock-up letter substantially in the form executed by the party subject to the lock-up restrictions
and (ii) no filing under Section 16(a) of the Exchange Act or other public announcement shall be required or shall be
voluntarily made during the restricted period (other than a filing on Form 5 after the expiration of the lock-up
agreement);

� the establishment of a trading plan pursuant to Rule 10b5-1 for the transfer of shares of common stock,
provided that (i) such plan does not provide for the transfer of Common Stock during the restricted period and
(ii) no filing under the Exchange Act or other public announcement shall be required or voluntarily made by or
on behalf of us or the party subject to the lock-up restrictions regarding the establishment of such plan during
the restricted period;

� transfers or sales of shares pursuant to any existing trading plan pursuant to Rule 10b5-1, provided that any
filing required to be made under Section 16(a) of the Exchange Act as a result of such transfer or sale shall
state that such transfer or sale is pursuant to a trading plan pursuant to Rule 10b5-1;

� the exercise of options to purchase shares of common stock granted under any stock incentive plan or stock
purchase plan of the Company, provided that the underlying shares shall continue to be subject to the
restrictions on transfer set forth in this agreement and provided further that no filing under Section 16(a) of the
Exchange Act shall be required or shall be voluntarily made during the restricted period (other than a filing on
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� the exercise (whether for cash, cashless, or net exercise) of warrants to purchase shares of common stock (or
any security convertible into or exercisable or exchangeable for common stock), excluding all manners of
exercise that would involve a sale in the open market of any securities relating to such warrants, provided that
the underlying shares shall continue to be subject to the lock-up restrictions;

� the transfer of shares of common stock (or any security convertible into common stock) to the Company upon a
vesting event of the Company�s securities or upon the exercise of options to purchase the Company�s securities,
on a �cashless� or �net exercise� basis or to cover tax withholding obligations of the party subject to the lock-up
restrictions in connection with such vesting or exercise, provided that no filing under Section 16(a) of the
Exchange Act shall be required or shall be voluntarily made during the restricted period (other than a filing on
a Form 5);

� the transfer or disposition of shares of our common stock or any security convertible into or exercisable or
exchangeable for our common stock that occurs by operation of law pursuant to a qualified domestic order or
in connection with a divorce settlement, provided that each donee or distributee shall sign and deliver a lock-up
letter substantially in the form executed by the party subject to the lock-up restrictions and provided further that
any filing required to be made under Section 16(a) of the Exchange Act shall state that such transfer is pursuant
to a qualified domestic order or in connection with a divorce settlement;
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� transfers of shares of our common stock or any security convertible into or exercisable or exchangeable for our
common stock pursuant to a bona fide third-party tender offer, merger, consolidation or other similar
transaction approved by the company�s board of directors and made to all holders of our common stock
involving a change of control of our company, provided that in the event that the tender offer, merger,
consolidation or other such transaction is not completed, the common stock owned by the party subject to the
lock-up restrictions shall remain subject to the restrictions of the lock up agreement; or

� the transfer or disposal of shares of our common stock acquired on the open market following the date of this
prospectus supplement, provided that no filing under Section 16(a) of the Exchange Act shall be required or
shall be voluntarily made during the restricted period (other than a filing on a Form 5 after the expiration of the
lock-up agreement).

J.P. Morgan Securities LLC and Morgan Stanley & Co. LLC, in their sole discretion, may release the common stock
and other securities subject to the lock-up agreements described above in whole or in part at any time.

Price Stabilization and Short Positions; Repurchase of Common Stock

In connection with the offering of the notes, the underwriters may engage in over-allotment, stabilizing transactions
and syndicate covering transactions in the notes and our common stock. Over-allotment involves sales in excess of the
offering size, which creates a short position for the underwriters. Stabilizing transactions involve bids to purchase the
notes or our common stock in the open market for the purpose of pegging, fixing or maintaining the price of the notes.
Syndicate covering transactions involve purchases of the notes or our common stock in the open market after the
distribution has been completed in order to cover short positions. Stabilizing transactions and syndicate covering
transactions may cause the price of the notes or our common stock to be higher than it would otherwise be in the
absence of those transactions.

These acquisitions could have the effect of raising or maintaining the market price of the notes and our common stock
above levels that would otherwise have prevailed, or preventing or retarding a decline in the market price of the notes
and our common stock. See �Use of Proceeds.�

Convertible Note Hedge and Warrant Transactions

In connection with the pricing of the notes, we entered into convertible note hedge transactions with one or more of
the underwriters or their affiliates and other financial institutions (the �option counterparties�). The convertible note
hedge transactions are expected generally to reduce the potential dilution to our common stock upon conversion of the
notes and/or offset any cash payments we are required to make in excess of the principal amount of converted notes,
as the case may be. We entered into warrant transactions with the option counterparties. However, the warrant
transactions could separately have a dilutive effect on our common stock to the extent that the market price per share
of our common stock exceeds the applicable strike price of the warrants. If the underwriters exercise their
over-allotment option, we expect to enter into additional convertible note hedge transactions and additional warrant
transactions with the option counterparties.

We intend to use approximately $10.4 million of the net proceeds from this offering to pay the cost of the convertible
note hedge transactions (after such cost is partially offset by the proceeds to us from the sale of the warrant
transactions). If the underwriters exercise their over-allotment option, we expect to sell additional warrants to the
option counterparties and use a portion of the proceeds from the sale of the additional notes, together with the
proceeds from the sale of the additional warrants, to enter into additional convertible note hedge transactions with the
option counterparties.
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In connection with establishing their initial hedges of the convertible note hedge and warrant transactions, the option
counterparties or their respective affiliates expect to enter into various derivative transactions with respect to our
common stock concurrently with or shortly after the pricing of the notes. This activity could increase (or reduce the
size of any decrease in) the market price of our common stock or the notes at that time.
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In addition, the option counterparties or their respective affiliates may modify their hedge positions by entering into or
unwinding various derivatives with respect to our common stock and/or purchasing or selling our common stock or
other securities of ours in secondary market transactions following the pricing of the notes and prior to the maturity of
the notes (and are likely to do so during any observation period related to a conversion of notes). This activity could
also cause or avoid an increase or a decrease in the market price of our common stock or the notes, which could affect
your ability to convert the notes and, to the extent the activity occurs during any observation period related to a
conversion of notes, it could affect the number of shares and value of the consideration that you will receive upon
conversion of the notes.

For a discussion of the potential impact of any market or other activity by the option counterparties or their respective
affiliates in connection with these convertible note hedge and warrant transactions, see �Risk Factors�Risks Related to
the Notes�The convertible note hedge and warrant transactions may affect the value of the notes and our common
stock.�

Foreign Jurisdictions

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering
of the securities offered by this prospectus supplement in any jurisdiction where action for that purpose is required.
The securities offered by this prospectus supplement may not be offered or sold, directly or indirectly, nor may this
prospectus supplement or any other offering material or advertisements in connection with the offer and sale of any
such securities be distributed or published in any jurisdiction, except under circumstances that will result in
compliance with the applicable rules and regulations of that jurisdiction. Persons into whose possession this
prospectus supplement comes are advised to inform themselves about and to observe any restrictions relating to the
offering and the distribution of this prospectus supplement. This prospectus supplement does not constitute an offer to
sell or a solicitation of an offer to buy any securities offered by this prospectus supplement in any jurisdiction in
which such an offer or a solicitation is unlawful.

Notice to Prospective Investors in the United Kingdom

With respect to offers and sales of our securities that are the subject of this prospectus supplement:

� offers or sales of any of such securities to persons in the United Kingdom are prohibited in circumstances
which have resulted in or will result in such securities being or becoming the subject of an offer of transferable
securities to the public as defined in Section 102B of the Financial Services and Markets Act 2000 (as
amended) (the �FSMA�);

� all applicable provisions of the FSMA must be complied with, with respect to anything done in relation to such
securities in, from or otherwise involving the United Kingdom; and

� any invitation or inducement to engage in investment activity (within the meaning of Section 21 of the FSMA)
received in connection with the issue or sale of such securities shall only be communicated, or be caused to be
communicated, in circumstances in which Section 21(1) of the FSMA does not apply to us.

Notice to Prospective Investors in the European Economic Area
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In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a �Relevant Member State�), each underwriter has represented and agreed that with effect from and including the
date on which the Prospectus Directive is implemented in that Relevant Member State (the �Relevant Implementation
Date�) it has not made and will not make an offer of our securities which are the subject of this prospectus supplement
to the public in that Relevant Member State other than:

� to any legal entity which is a qualified investor as defined in the Prospectus Directive;

� to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD
Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the Prospectus
Directive), as permitted under the Prospectus Directive, subject to obtaining the prior consent of the
representatives for any such offer; or

� in any other circumstances falling within Article 3(2) of the Prospectus Directive,
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provided that no such offer of notes shall require us or any underwriter to publish a prospectus pursuant to Article 3 of
the Prospectus Directive.

For the purposes of this provision, the expression �an offer of securities to the public� in relation to any notes in any
Relevant Member State means the communication in any form and by any means of sufficient information on the
terms of the offer and the securities to be offered so as to enable an investor to decide to purchase or subscribe for the
securities, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in
that Member State, the expression �Prospectus Directive� means Directive 2003/71/EC (and amendments thereto,
including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes
any relevant implementing measure in the Relevant Member State and the expression �2010 PD Amending Directive�
means Directive 2010/73/EU.

You should be aware that the laws and practices of certain countries require investors to pay stamp taxes and other
charges in connection with purchases of securities.

Notice to Prospective Investors in Canada

The notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited
investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act
(Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration Requirements, Exemptions
and Ongoing Registrant Obligations. Any resale of the notes must be made in accordance with an exemption from, or
in a transaction not subject to, the prospectus requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this offering memorandum (including any amendment thereto) contains a misrepresentation,
provided that the remedies for rescission or damages are exercised by the purchaser within the time limit prescribed
by the securities legislation of the purchaser�s province or territory. The purchaser should refer to any applicable
provisions of the securities legislation of the purchaser�s province or territory for particulars of these rights or consult
with a legal advisor.

Pursuant to section 3A.3 (or, in the case of securities issued or guaranteed by the government of a non-Canadian
jurisdiction, section 3A.4) of National Instrument 33-105 Underwriting Conflicts, or NI 33-105, the underwriters are
not required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in
connection with this offering.

Notice to Prospective Investors in Switzerland

The notes may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange, or SIX, or on
any other stock exchange or regulated trading facility in Switzerland. This document has been prepared without regard
to the disclosure standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code of Obligations or
the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any
other stock exchange or regulated trading facility in Switzerland. Neither this document nor any other offering or
marketing material relating to the notes or the offering may be publicly distributed or otherwise made publicly
available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, the Company, or the notes
have been or will be filed with or approved by any Swiss regulatory authority. In particular, this document will not be
filed with, and the offer of notes will not be supervised by, the Swiss Financial Market Supervisory Authority
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FINMA, or FINMA, and the offer of notes has not been and will not be authorized under the Swiss Federal Act on
Collective Investment Schemes, or CISA. The investor protection afforded to acquirers of interests in collective
investment schemes under the CISA does not extend to acquirers of notes.
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Other Relationships

Certain of the underwriters and their affiliates have provided in the past and may provide from time to time in the
future certain commercial banking, financial advisory, investment banking and other services for us and our affiliates
in the ordinary course of their business, for which they have received and may continue to receive customary fees and
commissions.

In addition, certain of the underwriters and/or their respective affiliates may become parties to the convertible note
hedge and warrant transactions described above and elsewhere in this prospectus supplement.

In addition, from time to time, certain of the underwriters and their affiliates may effect transactions for their own
account or the account of customers, and hold on behalf of themselves or their customers, long or short positions in
our debt or equity securities or loans, and for persons or entities who have relationships with us, and may do so in the
future. The underwriters and their respective affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or publish or express independent research views in respect of
such assets, securities or instruments and may at any time hold, or recommend to clients that they should acquire, long
and/or short positions in such assets, securities and instruments.
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LEGAL MATTERS

The validity of the notes offered hereby will be passed upon for us by Latham & Watkins LLP. Davis Polk &
Wardwell LLP, Menlo Park, California is acting as counsel for the underwriters in connection with this offering.

EXPERTS

The financial statements and management�s assessment of the effectiveness of internal control over financial reporting
(which is included in Management�s Report on Internal Control over Financial Reporting) incorporated in this
Prospectus Supplement by reference to the Annual Report on Form 10-K for the year ended December 31, 2015 have
been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public
accounting firm, given on the authority of said firm as experts in auditing and accounting.
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WHERE YOU CAN FIND MORE INFORMATION

This prospectus supplement and the accompanying prospectus are part of the registration statement on Form S-3 we
filed with the SEC under the Securities Act and do not contain all the information set forth in the registration
statement. Whenever a reference is made in this prospectus supplement or the accompanying prospectus to any of our
contracts, agreements or other documents, the reference may not be complete and you should refer to the exhibits that
are a part of the registration statement or the exhibits to the reports or other documents incorporated by reference in
this prospectus supplement and the accompanying prospectus for a copy of such contract, agreement or other
document. We file annual, quarterly and special reports, proxy statements and other information with the SEC. You
may read and copy any document we file at the SEC�s public reference room located at 100 F Street, N.E.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the
public reference room. Our public filings are also available to the public at the SEC�s web site at http://www.sec.gov.

The SEC allows us to �incorporate by reference� the information we file with them which means that we can disclose
important information to you by referring you to those documents instead of having to repeat the information in this
prospectus supplement and accompanying prospectus. The information incorporated by reference is considered to be
part of this prospectus supplement and accompanying prospectus, and later information that we file with the SEC will
automatically update and supersede this information. We incorporate by reference the documents listed below (SEC
File No. 001-36715) and any future filings made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the
Exchange Act between the date of this prospectus supplement and the termination of the offering (other than current
reports furnished under Item 2.02 or Item 7.01 of Form 8-K and exhibits filed on such form that are related to such
items):

� Our annual report on Form 10-K for the fiscal year ended December 31, 2015 filed with the SEC on
February 29, 2016;

� The information specifically incorporated by reference into our annual report on Form 10-K for the fiscal year
ended December 31, 2015 from our definitive proxy statement on Schedule 14A, filed with the SEC on April 6,
2016;

� Our quarterly report on Form 10-Q for the quarter ended March 31, 2016 filed with the SEC on May 9, 2016;

� Our current reports on Form 8-K filed on February 29, 2016 (only with respect to Item 5.02), March 15, 2016
and May 23, 2016; and

� The description of our common stock contained in our registration statement on Form 8-A filed with the SEC
on October 30, 2014, including any amendments or reports filed for the purpose of updating such description.

We will provide to each person, including any beneficial owner, to whom a prospectus supplement and accompanying
prospectus is delivered, without charge upon written or oral request, a copy of any or all of the documents that are
incorporated by reference into this prospectus supplement and the accompanying prospectus but not delivered with
this prospectus supplement and accompanying prospectus, including exhibits which are specifically incorporated by
reference into such documents. Requests should be directed to Nevro Corp. at 1800 Bridge Parkway, Redwood City,
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CA 94065, telephone (650) 251-0005.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this prospectus
supplement will be deemed modified, superseded or replaced for purposes of this prospectus supplement to the extent
that a statement contained in this prospectus supplement modifies, supersedes or replaces such statement.

S-103
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PROSPECTUS

Nevro Corp.

Common Stock

Preferred Stock

Debt Securities

Depositary Shares

Warrants

Purchase Contracts

Units

We may offer and sell the securities identified above from time to time in one or more offerings. This prospectus
provides you with a general description of the securities.

Each time we offer and sell securities, we will provide a supplement to this prospectus that contains specific
information about the offering and the amounts, prices and terms of the securities. The supplement may also add,
update or change information contained in this prospectus with respect to that offering. You should carefully read this
prospectus and the applicable prospectus supplement before you invest in any of our securities.

We may offer and sell the securities described in this prospectus and any prospectus supplement to or through one or
more underwriters, dealers and agents, or directly to purchasers, or through a combination of these methods. If any
underwriters, dealers or agents are involved in the sale of any of the securities, their names and any applicable
purchase price, fee, commission or discount arrangement between or among them will be set forth, or will be
calculable from the information set forth, in the applicable prospectus supplement. See the sections of this prospectus
entitled �About this Prospectus� and �Plan of Distribution� for more information. No securities may be sold without
delivery of this prospectus and the applicable prospectus supplement describing the method and terms of the offering
of such securities.
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INVESTING IN OUR SECURITIES INVOLVES RISKS. SEE THE �RISK FACTORS� ON PAGE 5 OF THIS
PROSPECTUS AND ANY SIMILAR SECTION CONTAINED IN THE APPLICABLE PROSPECTUS
SUPPLEMENT CONCERNING FACTORS YOU SHOULD CONSIDER BEFORE INVESTING IN OUR
SECURITIES.

Our common stock is listed on the New York Stock Exchange under the symbol �NVRO.� On June 3, 2016, the last
reported sale price of our common stock on the New York Stock Exchange was $72.97 per share.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is June 6, 2016.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the U.S. Securities and Exchange Commission, or
the SEC, as a �well-known seasoned issuer� as defined in Rule 405 under the Securities Act of 1933, as amended, or the
Securities Act, using a �shelf� registration process. By using a shelf registration statement, we may sell securities from
time to time and in one or more offerings as described in this prospectus. Each time that we offer and sell securities,
we will provide a prospectus supplement to this prospectus that contains specific information about the securities
being offered and sold and the specific terms of that offering. The prospectus supplement may also add, update or
change information contained in this prospectus with respect to that offering. If there is any inconsistency between the
information in this prospectus and the applicable prospectus supplement, you should rely on the prospectus
supplement. Before purchasing any securities, you should carefully read both this prospectus and the applicable
prospectus supplement, together with the additional information described under the heading �Where You Can Find
More Information; Incorporation by Reference.�

We have not authorized any other person to provide you with different information. If anyone provides you with
different or inconsistent information, you should not rely on it. We will not make an offer to sell these securities in
any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this
prospectus and the applicable prospectus supplement to this prospectus is accurate as of the date on its respective
cover, and that any information incorporated by reference is accurate only as of the date of the document incorporated
by reference, unless we indicate otherwise. Our business, financial condition, results of operations and prospects may
have changed since those dates.

When we refer to �Nevro,� �we,� �our,� �us� and the �Company� in this prospectus, we mean Nevro Corp. and its consolidated
subsidiaries, unless otherwise specified. When we refer to �you,� we mean the holders of the applicable series of
securities.

Nevro�, Senza®, HF10� and our logo are some of our trademarks used in this prospectus. This prospectus also includes
trademarks, tradenames and service marks that are the property of other organizations. Solely for convenience, our
trademarks and tradenames referred to in this prospectus appear without the ® and � symbol, but those references are
not intended to indicate, in any way, that we will not assert, to the fullest extent under applicable law, our rights, or the
right of the applicable licensor to these trademarks and tradenames.

1
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WHERE YOU CAN FIND MORE INFORMATION; INCORPORATION BY REFERENCE

Available Information

We file reports, proxy statements and other information with the SEC. Information filed with the SEC by us can be
inspected and copied at the Public Reference Room maintained by the SEC at 100 F Street, N.E., Washington, D.C.
20549. You may also obtain copies of this information by mail from the Public Reference Room of the SEC at
prescribed rates. Further information on the operation of the SEC�s Public Reference Room in Washington, D.C. can
be obtained by calling the SEC at 1-800-SEC-0330. The SEC also maintains a web site that contains reports, proxy
and information statements and other information about issuers, such as us, who file electronically with the SEC. The
address of that website is http://www.sec.gov.

Our web site address is www.nevro.com. The information on our web site, however, is not, and should not be deemed
to be, a part of this prospectus.

This prospectus and any prospectus supplement are part of a registration statement that we filed with the SEC and do
not contain all of the information in the registration statement. The full registration statement may be obtained from
the SEC or us, as provided below. Forms of the indenture and other documents establishing the terms of the offered
securities are or may be filed as exhibits to the registration statement. Statements in this prospectus or any prospectus
supplement about these documents are summaries and each statement is qualified in all respects by reference to the
document to which it refers. You should refer to the actual documents for a more complete description of the relevant
matters. You may inspect a copy of the registration statement at the SEC�s Public Reference Room in Washington,
D.C. or through the SEC�s website, as provided above.

Incorporation by Reference

The SEC�s rules allow us to �incorporate by reference� information into this prospectus, which means that we can
disclose important information to you by referring you to another document filed separately with the SEC. The
information incorporated by reference is deemed to be part of this prospectus, and subsequent information that we file
with the SEC will automatically update and supersede that information. Any statement contained in a previously filed
document incorporated by reference will be deemed to be modified or superseded for purposes of this prospectus to
the extent that a statement contained in this prospectus modifies or replaces that statement.

We incorporate by reference our documents listed below and any future filings made by us with the SEC under
Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended, which we refer to as the
�Exchange Act� in this prospectus, between the date of this prospectus and the termination of the offering of the
securities described in this prospectus. We are not, however, incorporating by reference any documents or portions
thereof, whether specifically listed below or filed in the future, that are not deemed �filed� with the SEC, including our
Compensation Committee report and performance graph or any information furnished pursuant to Items 2.02 or 7.01
of Form 8-K or related exhibits furnished pursuant to Item 9.01 of Form 8-K.

This prospectus and any accompanying prospectus supplement incorporate by reference the documents set forth below
that have previously been filed with the SEC:

� Our Annual Report on Form 10-K for the year ended December 31, 2015, filed with the SEC on
February 29, 2016.
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� Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2016, filed with the SEC on May 9,
2016.

� Our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 6, 2016.

� The description of our Common Stock contained in the our Registration Statement on Form 8-A, dated
October 30, 2014, filed with the SEC on October 30, 2014 and any amendment or report filed with the SEC
for the purpose of updating the description.

2
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All reports and other documents we subsequently file pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange
Act prior to the termination of this offering but excluding any information furnished to, rather than filed with, the
SEC, will also be incorporated by reference into this prospectus and deemed to be part of this prospectus from the date
of the filing of such reports and documents.

You may request a free copy of any of the documents incorporated by reference in this prospectus (other than exhibits,
unless they are specifically incorporated by reference in the documents) by writing or telephoning us at the following
address:

Nevro Corp.

1800 Bridge Parkway, Redwood City, CA 94065

(650) 251-0005

Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference
in this prospectus and any accompanying prospectus supplement.

3
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THE COMPANY

We are a medical device company that has developed and commercialized an innovative neuromodulation platform
for the treatment of chronic pain. Our Senza® system is the only spinal cord stimulation, or SCS, system that delivers
our proprietary HF10� therapy. On May 8, 2015, our premarket approval application for our Senza SCS system was
approved by the U.S. Food and Drug Administration. Outside of the United States, Senza is indicated for the treatment
of chronic intractable pain of the trunk and limbs, is reimbursed under existing SCS codes, and has been commercially
available in certain European markets since November 2010 and in Australia since August 2011.

We were incorporated in March 2006 as a Minnesota corporation under the name NBI Development, Inc. and in
October 2006 reincorporated in Delaware. In June 2007, we changed our corporate name to Nevro Corp.

Our principal executive offices are located at 1800 Bridge Parkway, Redwood City, CA 94065, and our telephone
number is (650) 251-0005.

4
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RISK FACTORS

Investment in any securities offered pursuant to this prospectus and the applicable prospectus supplement involves
risks. You should carefully consider the risk factors incorporated by reference to our most recent Annual Report on
Form 10-K and any subsequent Quarterly Reports on Form 10-Q or Current Reports on Form 8-K we file after the
date of this prospectus, and all other information contained or incorporated by reference into this prospectus, as
updated by our subsequent filings under the Exchange Act, and the risk factors and other information contained in the
applicable prospectus supplement before acquiring any of such securities. The occurrence of any of these risks might
cause you to lose all or part of your investment in the offered securities.

5
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USE OF PROCEEDS

We intend to use the net proceeds from the sale of the securities as set forth in the applicable prospectus supplement.

6

Edgar Filing: NEVRO CORP - Form 424B5

Table of Contents 214



Table of Contents

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

For each of the periods set forth below, our earnings were inadequate to cover fixed charges. The following table sets
forth the dollar amount of the coverage deficiency for each of the periods presented. We have derived the deficiency
of earnings to cover fixed charges from our historical financial statements. For the purpose of calculating the
deficiencies of earnings available to cover fixed charges, �earnings� consist of loss from continuing operations before
income taxes plus fixed charges. �Fixed charges� consist of interest expense, amortization of debt issuance costs and
discount and the portion of operating lease rental expense that is estimated by us to be representative of interest.

The following should be read in conjunction with our financial statements, including the notes thereto, and the other
financial information included or incorporated by reference herein. See Exhibit 12.1 hereto for additional detail
regarding the computation of the deficiency of earnings to cover fixed charges.

Year Ended December 31, Three Months
Ended

March 31,
20162012 2013 2014 2015

(in thousands)
Deficiency of earnings available to cover
fixed charges to fixed charges (1) $ (18,805) $ (25,652) $ (30,202) $ (66,265) $ (8,954) 

(1) For the periods indicated above, we have no outstanding shares of preferred stock with required dividend
payments. Therefore, the deficiency of earnings to combined fixed charges and preferred stock dividends are
identical to the deficiency presented in the tables above.
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DESCRIPTION OF CAPITAL STOCK

The following summary describes our capital stock and the material provisions of our amended and restated certificate
of incorporation and our amended and restated bylaws, the registration rights agreement to which we and certain of
our stockholders are parties and of the Delaware General Corporation Law. Because the following is only a summary,
it does not contain all of the information that may be important to you. For a complete description, you should refer to
our amended and restated certificate of incorporation, amended and restated bylaws and amended and restated
registration rights agreement, copies of which are incorporated by reference as exhibits to the registration statement of
which this prospectus is part, and to the applicable provisions of the Delaware General Corporation Law.

Our authorized capital stock consists of:

� 290,000,000 shares of common stock, $0.001 par value per share; and

� 10,000,000 shares of preferred stock, $0.001 par value per share.
Common Stock

Voting Rights

Each holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of the
stockholders, including the election of directors. Our stockholders do not have cumulative voting rights in the election
of directors. Accordingly, holders of a majority of the voting shares are able to elect all of the directors. In addition,
the affirmative vote of holders of 66 2/3% of the voting power of all of the then outstanding voting stock will be
required to take certain actions, including amending certain provisions of our amended and restated certificate of
incorporation, such as the provisions relating to amending our amended and restated bylaws, the classified board and
director liability.

Dividends

Subject to preferences that may be applicable to any then outstanding preferred stock, holders of our common stock
are entitled to receive dividends, if any, as may be declared from time to time by our board of directors out of legally
available funds.

Liquidation

In the event of our liquidation, dissolution or winding up, holders of our common stock will be entitled to share
ratably in the net assets legally available for distribution to stockholders after the payment of all of our debts and other
liabilities and the satisfaction of any liquidation preference granted to the holders of any then outstanding shares of
preferred stock.

Rights and Preferences

Holders of our common stock have no preemptive, conversion, subscription or other rights, and there are no
redemption or sinking fund provisions applicable to our common stock. The rights, preferences and privileges of the
holders of our common stock are subject to and may be adversely affected by the rights of the holders of shares of any
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series of our preferred stock that we may designate in the future.

Preferred Stock

Our board of directors have the authority, without further action by our stockholders, to issue up to 10,000,000 shares
of preferred stock in one or more series and to fix the rights, preferences, privileges and restrictions thereof. These
rights, preferences and privileges could include dividend rights, conversion rights,
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voting rights, terms of redemption, liquidation preferences, sinking fund terms and the number of shares constituting,
or the designation of, such series, any or all of which may be greater than the rights of common stock. The issuance of
our preferred stock could adversely affect the voting power of holders of common stock and the likelihood that such
holders will receive dividend payments and payments upon our liquidation. In addition, the issuance of preferred stock
could have the effect of delaying, deferring or preventing a change in control of our company or other corporate
action.

Registration Rights

Based on the number of shares outstanding as of March 31, 2016, under our amended and restated registration rights
agreement, as amended, the holders of up to approximately 2.2 million shares of common stock, or their transferees,
have the right to require us to register their shares under the Securities Act so that those shares may be publicly resold,
or to include their shares in any registration statement we file, in each case as described below.

Demand Registration Rights

Based on the number of shares outstanding as of March 31, 2016, the holders of up to approximately 2.2 million
shares of our common stock, or their transferees, will be entitled to certain demand registration rights. Beginning on
May 4, 2015, which was the date that was 180 days after the effective date of the registration statement for our initial
public offering, the holders of at least a majority of these shares can, on not more than two occasions, request in
writing that we register all or a portion of their shares, provided that the aggregate price to the public of the shares
offered is at least $20.0 million (net of underwriting discounts and commissions). Additionally, we will not be
required to effect a demand registration during the period beginning 90 days prior to the filing and ending 90 days
following the effectiveness of a company-initiated registration statement relating to a public offering of our securities.

Piggyback Registration Rights

Based on the number of shares outstanding as of March 31, 2016, in the event that we determine to register any of our
securities under the Securities Act (subject to certain exceptions), either for our own account or for the account of
other security holders, the holders of up to approximately 2.2 million shares of our common stock, or their transferees,
will be entitled to certain �piggyback� registration rights allowing the holders to include their shares in such registration,
subject to certain marketing and other limitations. As a result, whenever we propose to file a registration statement
under the Securities Act, other than with respect to a registration related to employee benefit plans, the offer and sale
of debt securities, or corporate reorganizations or certain other transactions, the holders of these shares are entitled to
notice of the registration and have the right, subject to limitations that the underwriters may impose on the number of
shares included in the registration, to include their shares in the registration. In an underwritten offering, the managing
underwriter, if any, has the right to limit the number of shares such holders may include.

Form S-3 Registration Rights

Based on the number of shares outstanding as of March 31, 2016, the holders of up to approximately 2.2 million
shares of our common stock, or their transferees, will be entitled to certain Form S-3 registration rights. The holders of
at least 25% of these shares can make a request that we register their shares on Form S-3 if we are eligible to file a
registration statement on Form S-3 and if the aggregate price to the public of the shares offered is at least $2.0 million.
We are obligated to effect an unlimited number of registrations on Form S-3, but shall not be required to pay for more
than two of such registrations in any twelve-month period.
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Expenses of Registration

We will pay the registration expenses of the holders of the shares registered pursuant to the demand, piggyback and
Form S-3 registration rights described above, including the expenses of one counsel for the selling holders.

Expiration of Registration Rights

The demand, piggyback and Form S-3 registration rights described above will expire, with respect to any particular
stockholder, upon the earlier of November 5, 2017, which is the third anniversary of our initial public offering, or
when that stockholder can sell all of its shares under Rule 144 of the Securities Act during any three-month period.

Anti-Takeover Effects of Provisions of our Amended and Restated Certificate of Incorporation, our Amended
and Restated Bylaws and Delaware Law

Some provisions of Delaware law and our amended and restated certificate of incorporation and our amended and
restated bylaws contain provisions that could make the following transactions more difficult: acquisition of us by
means of a tender offer; acquisition of us by means of a proxy contest or otherwise; or removal of our incumbent
officers and directors. It is possible that these provisions could make it more difficult to accomplish or could deter
transactions that stockholders may otherwise consider to be in their best interest or in our best interests, including
transactions that might result in a premium over the market price for our shares.

These provisions, summarized below, are expected to discourage coercive takeover practices and inadequate takeover
bids. These provisions are also designed to encourage persons seeking to acquire control of us to first negotiate with
our board of directors. We believe that the benefits of increased protection of our potential ability to negotiate with the
proponent of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the disadvantages of
discouraging these proposals because negotiation of these proposals could result in an improvement of their terms.

Section 203 of the Delaware General Corporation Law

We are subject to the provisions of Section 203 of the DGCL. Under Section 203, we would generally be prohibited
from engaging in any business combination with any interested stockholder for a period of three years following the
time that this stockholder became an interested stockholder unless:

� prior to this time, the board of directors of the corporation approved either the business combination or the
transaction that resulted in the stockholder becoming an interested stockholder;

� upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder,
the interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time
the transaction commenced, excluding shares owned by persons who are directors and also officers, and by
employee stock plans in which employee participants do not have the right to determine confidentially
whether shares held subject to the plan will be tendered in a tender or exchange offer; or

� at or subsequent to such time, the business combination is approved by the board of directors and authorized
at an annual or special meeting of stockholders, and not by written consent, by the affirmative vote of at least
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Under Section 203, a �business combination� includes:

� any merger or consolidation involving the corporation and the interested stockholder;
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� any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the
interested stockholder;

� any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to
the interested stockholder, subject to limited exceptions;

� any transaction involving the corporation that has the effect of increasing the proportionate share of the stock
of any class or series of the corporation beneficially owned by the interested stockholder; or

� the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other
financial benefits provided by or through the corporation.

In general, Section 203 defines an interested stockholder as an entity or person beneficially owning 15% or more of
the outstanding voting stock of the corporation and any entity or person affiliated with or controlling or controlled by
such entity or person.

Undesignated Preferred Stock

The ability to authorize undesignated preferred stock makes it possible for our board of directors to issue preferred
stock with voting or other rights or preferences that could impede the success of any attempt to change control of us.
These and other provisions may have the effect of deterring hostile takeovers or delaying changes in control or
management of our company.

Special Stockholder Meetings

Our amended and restated bylaws provide that a special meeting of stockholders may be called at any time by the
board of directors, but such special meetings may not be called by the stockholders or any other person or persons.

Requirements for Advance Notification of Stockholder Nominations and Proposals

Our amended and restated bylaws establish advance notice procedures with respect to stockholder proposals and the
nomination of candidates for election as directors, other than nominations made by or at the direction of the board of
directors or a committee of the board of directors.

Elimination of Stockholder Action by Written Consent

Our amended and restated certificate of incorporation eliminates the right of stockholders to act by written consent
without a meeting.

Classified Board; Election and Removal of Directors; Filling Vacancies

Our board of directors is divided into three classes. The directors in each class will serve for a three-year term, one
class being elected each year by our stockholders, with staggered three-year terms. Only one class of directors will be
elected at each annual meeting of our stockholders, with the other classes continuing for the remainder of their
respective three-year terms. Because our stockholders do not have cumulative voting rights, our stockholders holding
a majority of the shares of common stock outstanding will be able to elect all of our directors. Our amended and
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restated certificate of incorporation provides for the removal of any of our directors only for cause and requires at least
a 66 2/3% stockholder vote. Our amended and restated certificate of incorporation will provide that the authorized
number of directors may be changed only by resolution of the board of directors. Any additional directorships
resulting from an increase in the number of directors will be distributed among the three classes so that, as nearly as
possible, each class will consist of one-third of the directors. The division of our board of directors into three classes
with staggered three-year terms may delay or
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prevent a change of our management or a change in control of our company. Furthermore, any vacancy on our board
of directors, however occurring, including a vacancy resulting from an increase in the size of the board, may only be
filled by a resolution of the board of directors unless the board of directors determines that such vacancies shall be
filled by the stockholders. This system of electing and removing directors and filling vacancies may tend to
discourage a third-party from making a tender offer or otherwise attempting to obtain control of us, because it
generally makes it more difficult for stockholders to replace a majority of the directors.

Choice of Forum

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware
will be the exclusive forum for any derivative action or proceeding brought on our behalf; any action asserting a
breach of fiduciary duty; any action asserting a claim against us arising pursuant to the Delaware General Corporation
Law, our amended and restated certificate of incorporation or our amended and restated bylaws; or any action
asserting a claim against us that is governed by the internal affairs doctrine. Although our amended and restated
certificate of incorporation contains the choice of forum provision described above, it is possible that a court could
find that such a provision is inapplicable for a particular claim or action or that such provision is unenforceable.

Amendment of Charter Provisions

The amendment of any of the above provisions, except for the provision making it possible for our board of directors
to issue preferred stock, would require approval by holders of at least 66 2/3% of the voting power of our then
outstanding voting stock.

The provisions of the Delaware General Corporation Law, our amended and restated certificate of incorporation and
our amended and restated bylaws could have the effect of discouraging others from attempting hostile takeovers and,
as a consequence, they may also inhibit temporary fluctuations in the market price of our common stock that often
result from actual or rumored hostile takeover attempts. These provisions may also have the effect of preventing
changes in our management. It is possible that these provisions could make it more difficult to accomplish
transactions that stockholders may otherwise deem to be in their best interests.

Limitations of Liability and Indemnification Matters

Our amended and restated certificate of incorporation contains provisions that limit the liability of our directors for
monetary damages to the fullest extent permitted by Delaware law. Consequently, our directors will not be personally
liable to us or our stockholders for monetary damages for any breach of fiduciary duties as directors, except liability
for:

� any breach of the director�s duty of loyalty to us or our stockholders;

� any act or omission not in good faith or that involves intentional misconduct or a knowing violation of law;

� unlawful payments of dividends or unlawful stock repurchases or redemptions as provided in Section 174 of
the Delaware General Corporation Law; and
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� any transaction from which the director derived an improper personal benefit.
Our amended and restated certificate of incorporation and amended and restated bylaws provide that we are required
to indemnify our directors and officers, in each case to the fullest extent permitted by Delaware law. Our amended and
restated bylaws also provide that we are obligated to advance expenses incurred by a director or officer in advance of
the final disposition of any action or proceeding, and permit us to secure insurance on behalf of any officer, director,
employee or other agent for any liability arising out of his or her actions in that capacity regardless of whether we
would otherwise be permitted to indemnify him or her under Delaware law.
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We have entered and expect to continue to enter into agreements to indemnify our directors, executive officers and
other employees as determined by our board of directors. With specified exceptions, these agreements provide for
indemnification for related expenses including, among other things, attorneys� fees, judgments, fines and settlement
amounts incurred by any of these individuals in any action or proceeding. We believe that these bylaw provisions and
indemnification agreements are necessary to attract and retain qualified persons as directors and officers. We also
maintain directors� and officers� liability insurance.

The limitation of liability and indemnification provisions in our amended and restated certificate of incorporation and
amended and restated bylaws may discourage stockholders from bringing a lawsuit against our directors and officers
for breach of their fiduciary duty. They may also reduce the likelihood of derivative litigation against our directors and
officers, even though an action, if successful, might benefit us and our stockholders. Further, a stockholder�s
investment may be adversely affected to the extent that we pay the costs of settlement and damage.

Listing

Our common stock is listed on the New York Stock Exchange under the symbol �NVRO.�

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Wells Fargo Shareowner Services. The transfer agent and
registrar�s address is 1110 Centre Pointe Curve, Mendota Heights, Minnesota 55120.
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DESCRIPTION OF DEBT SECURITIES

The following description, together with the additional information we include in any applicable prospectus
supplement, summarizes certain general terms and provisions of the debt securities that we may offer under this
prospectus. When we offer to sell a particular series of debt securities, we will describe the specific terms of the series
in a supplement to this prospectus. We will also indicate in the supplement to what extent the general terms and
provisions described in this prospectus apply to a particular series of debt securities.

We may issue debt securities either separately, or together with, or upon the conversion or exercise of or in exchange
for, other securities described in this prospectus. Debt securities may be our senior, senior subordinated or
subordinated obligations and, unless otherwise specified in a supplement to this prospectus, the debt securities will be
our direct, unsecured obligations and may be issued in one or more series.

The debt securities will be issued under an indenture between us and Wilmington Trust, National Association, as
trustee. We have summarized select portions of the indenture below. The summary is not complete. The form of the
indenture has been filed as an exhibit to the registration statement and you should read the indenture for provisions
that may be important to you. In the summary below, we have included references to the section numbers of the
indenture so that you can easily locate these provisions. Capitalized terms used in the summary and not defined herein
have the meanings specified in the indenture.

As used in this section only, �Nevro,� �we,� �our� or �us� refer to Nevro Corp. excluding our subsidiaries, unless expressly
stated or the context otherwise requires.

General

The terms of each series of debt securities will be established by or pursuant to a resolution of our board of directors
and set forth or determined in the manner provided in a resolution of our board of directors, in an officer�s certificate or
by a supplemental indenture. (Section 2.2) The particular terms of each series of debt securities will be described in a
prospectus supplement relating to such series (including any pricing supplement or term sheet).

We can issue an unlimited amount of debt securities under the indenture that may be in one or more series with the
same or various maturities, at par, at a premium, or at a discount. (Section 2.1) We will set forth in a prospectus
supplement (including any pricing supplement or term sheet) relating to any series of debt securities being offered, the
aggregate principal amount and the following terms of the debt securities, if applicable:

� the title and ranking of the debt securities (including the terms of any subordination provisions);

� the price or prices (expressed as a percentage of the principal amount) at which we will sell the debt
securities;

� any limit on the aggregate principal amount of the debt securities;

� the date or dates on which the principal of the securities of the series is payable;
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� the rate or rates (which may be fixed or variable) per annum or the method used to determine the rate or rates
(including any commodity, commodity index, stock exchange index or financial index) at which the debt
securities will bear interest, the date or dates from which interest will accrue, the date or dates on which
interest will commence and be payable and any regular record date for the interest payable on any interest
payment date;

� the place or places where principal of, and interest, if any, on the debt securities will be payable (and the
method of such payment), where the securities of such series may be surrendered for registration of transfer
or exchange, and where notices and demands to us in respect of the debt securities may be delivered;

14
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� the period or periods within which, the price or prices at which and the terms and conditions upon which we
may redeem the debt securities;

� any obligation we have to redeem or purchase the debt securities pursuant to any sinking fund or analogous
provisions or at the option of a holder of debt securities and the period or periods within which, the price or
prices at which and in the terms and conditions upon which securities of the series shall be redeemed or
purchased, in whole or in part, pursuant to such obligation;

� the dates on which and the price or prices at which we will repurchase debt securities at the option of the
holders of debt securities and other detailed terms and provisions of these repurchase obligations;

� the denominations in which the debt securities will be issued, if other than denominations of $1,000 and any
integral multiple thereof;

� whether the debt securities will be issued in the form of certificated debt securities or global debt securities;

� the portion of principal amount of the debt securities payable upon declaration of acceleration of the maturity
date, if other than the principal amount;

� the currency of denomination of the debt securities, which may be United States Dollars or any foreign
currency, and if such currency of denomination is a composite currency, the agency or organization, if any,
responsible for overseeing such composite currency;

� the designation of the currency, currencies or currency units in which payment of principal of, premium and
interest on the debt securities will be made;

� if payments of principal of, premium or interest on the debt securities will be made in one or more currencies
or currency units other than that or those in which the debt securities are denominated, the manner in which
the exchange rate with respect to these payments will be determined;

� the manner in which the amounts of payment of principal of, premium, if any, or interest on the
debt securities will be determined, if these amounts may be determined by reference to an index
based on a currency or currencies or by reference to a commodity, commodity index, stock
exchange index or financial index;

� any provisions relating to any security provided for the debt securities;
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� any addition to, deletion of or change in the Events of Default described in this prospectus or in the indenture
with respect to the debt securities and any change in the acceleration provisions described in this prospectus
or in the indenture with respect to the debt securities;

� any addition to, deletion of or change in the covenants described in this prospectus or in the indenture with
respect to the debt securities;

� any depositaries, interest rate calculation agents, exchange rate calculation agents or other agents with
respect to the debt securities;

� the provisions, if any, relating to conversion or exchange of any debt securities of such series, including if
applicable, the conversion or exchange price and period, provisions as to whether conversion or exchange
will be mandatory, the events requiring an adjustment of the conversion or exchange price and provisions
affecting conversion or exchange;

� any other terms of the debt securities, which may supplement, modify or delete any provision of the
indenture as it applies to that series, including any terms that may be required under applicable law or
regulations or advisable in connection with the marketing of the securities; and

� whether any of our direct or indirect subsidiaries will guarantee the debt securities of that series, including
the terms of subordination, if any, of such guarantees. (Section 2.2)

15
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We may issue debt securities that provide for an amount less than their stated principal amount to be due and payable
upon declaration of acceleration of their maturity pursuant to the terms of the indenture. We will provide you with
information on the federal income tax considerations and other special considerations applicable to any of these debt
securities in the applicable prospectus supplement.

If we denominate the purchase price of any of the debt securities in a foreign currency or currencies or a foreign
currency unit or units, or if the principal of and any premium and interest on any series of debt securities is payable in
a foreign currency or currencies or a foreign currency unit or units, we will provide you with information on the
restrictions, elections, general tax considerations, specific terms and other information with respect to that issue of
debt securities and such foreign currency or currencies or foreign currency unit or units in the applicable prospectus
supplement.

Transfer and Exchange

Each debt security will be represented by either one or more global securities registered in the name of The
Depository Trust Company, or the Depositary, or a nominee of the Depositary (we will refer to any debt security
represented by a global debt security as a �book-entry debt security�), or a certificate issued in definitive registered form
(we will refer to any debt security represented by a certificated security as a �certificated debt security�) as set forth in
the applicable prospectus supplement. Except as set forth under the heading �Global Debt Securities and Book-Entry
System� below, book-entry debt securities will not be issuable in certificated form.

Certificated Debt Securities. You may transfer or exchange certificated debt securities at any office we maintain for
this purpose in accordance with the terms of the indenture. (Section 2.4) No service charge will be made for any
transfer or exchange of certificated debt securities, but we may require payment of a sum sufficient to cover any tax or
other governmental charge payable in connection with a transfer or exchange. (Section 2.7)

You may effect the transfer of certificated debt securities and the right to receive the principal of, premium and
interest on certificated debt securities only by surrendering the certificate representing those certificated debt securities
and either reissuance by us or the trustee of the certificate to the new holder or the issuance by us or the trustee of a
new certificate to the new holder.

Global Debt Securities and Book-Entry System. Each global debt security representing book-entry debt securities will
be deposited with, or on behalf of, the Depositary, and registered in the name of the Depositary or a nominee of the
Depositary. Please see �Global Securities.�

Covenants

We will set forth in the applicable prospectus supplement any restrictive covenants applicable to any issue of debt
securities. (Article IV)

No Protection in the Event of a Change of Control

Unless we state otherwise in the applicable prospectus supplement, the debt securities will not contain any provisions
which may afford holders of the debt securities protection in the event we have a change in control or in the event of a
highly leveraged transaction (whether or not such transaction results in a change in control) which could adversely
affect holders of debt securities.
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Consolidation, Merger and Sale of Assets

We may not consolidate with or merge with or into, or convey, transfer or lease all or substantially all of our
properties and assets to any person (a �successor person�) unless:

� we are the surviving corporation or the successor person (if other than Nevro) is a corporation organized and
validly existing under the laws of any U.S. domestic jurisdiction and expressly assumes our obligations on
the debt securities and under the indenture; and

� immediately after giving effect to the transaction, no Default or Event of Default, shall have occurred and be
continuing.

Notwithstanding the above, any of our subsidiaries may consolidate with, merge into or transfer all or part of its
properties to us. (Section 5.1)

Events of Default

�Event of Default� means with respect to any series of debt securities, any of the following:

� default in the payment of any interest upon any debt security of that series when it becomes due and payable,
and continuance of such default for a period of 30 days (unless the entire amount of the payment is deposited
by us with the trustee or with a paying agent prior to the expiration of the 30-day period);

� default in the payment of principal of any security of that series at its maturity;

� default in the performance or breach of any other covenant or warranty by us in the indenture (other than a
covenant or warranty that has been included in the indenture solely for the benefit of a series of debt
securities other than that series), which default continues uncured for a period of 60 days after we receive
written notice from the trustee or Nevro and the trustee receive written notice from the holders of not less
than 25% in principal amount of the outstanding debt securities of that series as provided in the indenture;

� certain voluntary or involuntary events of bankruptcy, insolvency or reorganization of Nevro;

� any other Event of Default provided with respect to debt securities of that series that is described in the
applicable prospectus supplement. (Section 6.1)

No Event of Default with respect to a particular series of debt securities (except as to certain events of bankruptcy,
insolvency or reorganization) necessarily constitutes an Event of Default with respect to any other series of debt
securities. (Section 6.1) The occurrence of certain Events of Default or an acceleration under the indenture may
constitute an event of default under certain indebtedness of ours or our subsidiaries outstanding from time to time.
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We will provide the trustee written notice of any Default or Event of Default within 30 days of becoming aware of the
occurrence of such Default or Event of Default, which notice will describe in reasonable detail the status of such
Default or Event of Default and what action we are taking or propose to take in respect thereof. (Section 6.1)

If an Event of Default with respect to debt securities of any series at the time outstanding occurs and is continuing,
then the trustee or the holders of not less than 25% in principal amount of the outstanding debt securities of that series
may, by a notice in writing to us (and to the trustee if given by the holders), declare to be due and payable
immediately the principal of (or, if the debt securities of that series are discount securities, that portion of the principal
amount as may be specified in the terms of that series) and accrued and unpaid interest, if any, on all debt securities of
that series. In the case of an Event of Default resulting from certain events of bankruptcy, insolvency or
reorganization, the principal (or such specified amount) of and accrued and unpaid interest, if any, on all outstanding
debt securities will become and be immediately due and payable without any declaration or other act on the part of the
trustee or any holder of outstanding debt securities. At any time after a
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declaration of acceleration with respect to debt securities of any series has been made, but before a judgment or decree
for payment of the money due has been obtained by the trustee, the holders of a majority in principal amount of the
outstanding debt securities of that series may rescind and annul the acceleration if all Events of Default, other than the
non-payment of accelerated principal and interest, if any, with respect to debt securities of that series, have been cured
or waived as provided in the indenture. (Section 6.2) We refer you to the prospectus supplement relating to any series
of debt securities that are discount securities for the particular provisions relating to acceleration of a portion of the
principal amount of such discount securities upon the occurrence of an Event of Default.

The indenture provides that the trustee may refuse to perform any duty or exercise any of its rights or powers under
the indenture unless the trustee receives indemnity satisfactory to it against any cost, liability or expense which might
be incurred by it in performing such duty or exercising such right or power. (Section 7.1(e)) Subject to certain rights
of the trustee, the holders of a majority in principal amount of the outstanding debt securities of any series will have
the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or
exercising any trust or power conferred on the trustee with respect to the debt securities of that series. (Section 6.12)

No holder of any debt security of any series will have any right to institute any proceeding, judicial or otherwise, with
respect to the indenture or for the appointment of a receiver or trustee, or for any remedy under the indenture, unless:

� that holder has previously given to the trustee written notice of a continuing Event of Default with respect to
debt securities of that series; and

� the holders of not less than 25% in principal amount of the outstanding debt securities of that series have
made written request, and offered indemnity or security satisfactory to the trustee, to the trustee to institute
the proceeding as trustee, and the trustee has not received from the holders of not less than a majority in
principal amount of the outstanding debt securities of that series a direction inconsistent with that request
and has failed to institute the proceeding within 60 days. (Section 6.7)

Notwithstanding any other provision in the indenture, the holder of any debt security will have an absolute and
unconditional right to receive payment of the principal of, premium and any interest on that debt security on or after
the due dates expressed in that debt security and to institute suit for the enforcement of payment. (Section 6.8)

The indenture requires us, within 120 days after the end of our fiscal year, to furnish to the trustee a statement as to
compliance with the indenture. (Section 4.3) If a Default or Event of Default occurs and is continuing with respect to
the securities of any series and if it is known to a responsible officer of the trustee, the trustee shall mail to each
Securityholder of the securities of that series notice of a Default or Event of Default within 90 days after it occurs or,
if later, after a responsible officer of the trustee has knowledge of such Default or Event of Default. The indenture
provides that the trustee may withhold notice to the holders of debt securities of any series of any Default or Event of
Default (except in payment on any debt securities of that series) with respect to debt securities of that series if the
trustee determines in good faith that withholding notice is in the interest of the holders of those debt securities.
(Section 7.5)

Modification and Waiver

We and the trustee may modify, amend or supplement the indenture or the debt securities of any series without the
consent of any holder of any debt security:
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� to cure any ambiguity, defect or inconsistency;

� to comply with covenants in the indenture described above under the heading �Consolidation, Merger and
Sale of Assets�;

� to provide for uncertificated securities in addition to or in place of certificated securities;
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� to add guarantees with respect to debt securities of any series or secure debt securities of any series;

� to surrender any of our rights or powers under the indenture;

� to add covenants or events of default for the benefit of the holders of debt securities of any series;

� to comply with the applicable procedures of the applicable depositary;

� to make any change that does not adversely affect the rights of any holder of debt securities;

� to provide for the issuance of and establish the form and terms and conditions of debt securities of any series
as permitted by the indenture;

� to effect the appointment of a successor trustee with respect to the debt securities of any series and to add to
or change any of the provisions of the indenture to provide for or facilitate administration by more than one
trustee; or

� to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture
under the Trust Indenture Act. (Section 9.1)

We may also modify and amend the indenture with the consent of the holders of at least a majority in principal
amount of the outstanding debt securities of each series affected by the modifications or amendments. We may not
make any modification or amendment without the consent of the holders of each affected debt security then
outstanding if that amendment will:

� reduce the amount of debt securities whose holders must consent to an amendment, supplement or waiver;

� reduce the rate of or extend the time for payment of interest (including default interest) on any debt security;

� reduce the principal of or premium on or change the fixed maturity of any debt security or reduce the amount
of, or postpone the date fixed for, the payment of any sinking fund or analogous obligation with respect to
any series of debt securities;

� reduce the principal amount of discount securities payable upon acceleration of maturity;

�
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waive a default in the payment of the principal of, premium or interest on any debt security
(except a rescission of acceleration of the debt securities of any series by the holders of at least a
majority in aggregate principal amount of the then outstanding debt securities of that series and a
waiver of the payment default that resulted from such acceleration);

� make the principal of or premium or interest on any debt security payable in currency other than that stated
in the debt security;

� make any change to certain provisions of the indenture relating to, among other things, the right of
holders of debt securities to receive payment of the principal of, premium and interest on those
debt securities and to institute suit for the enforcement of any such payment and to waivers or
amendments; or

� waive a redemption payment with respect to any debt security. (Section 9.3)
Except for certain specified provisions, the holders of at least a majority in principal amount of the outstanding debt
securities of any series may on behalf of the holders of all debt securities of that series waive our compliance with
provisions of the indenture. (Section 9.2) The holders of a majority in principal amount of the outstanding debt
securities of any series may on behalf of the holders of all the debt securities of such series waive any past default
under the indenture with respect to that series and its consequences, except a default in the payment of the principal
of, premium or any interest on any debt security of that series; provided, however, that the holders of a majority in
principal amount of the outstanding debt securities of any series may rescind an acceleration and its consequences,
including any related payment default that resulted from the acceleration. (Section 6.13)
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Defeasance of Debt Securities and Certain Covenants in Certain Circumstances

Legal Defeasance. The indenture provides that, unless otherwise provided by the terms of the applicable series of debt
securities, we may be discharged from any and all obligations in respect of the debt securities of any series (subject to
certain exceptions). We will be so discharged upon the irrevocable deposit with the trustee, in trust, of money and/or
U.S. government obligations or, in the case of debt securities denominated in a single currency other than U.S.
Dollars, government obligations of the government that issued or caused to be issued such currency, that, through the
payment of interest and principal in accordance with their terms, will provide money or U.S. government obligations
in an amount sufficient in the opinion of a nationally recognized firm of independent public accountants or investment
bank to pay and discharge each installment of principal, premium and interest on and any mandatory sinking fund
payments in respect of the debt securities of that series on the stated maturity of those payments in accordance with
the terms of the indenture and those debt securities.

This discharge may occur only if, among other things, we have delivered to the trustee an opinion of counsel stating
that we have received from, or there has been published by, the United States Internal Revenue Service a ruling or,
since the date of execution of the indenture, there has been a change in the applicable United States federal income tax
law, in either case to the effect that, and based thereon such opinion shall confirm that, the holders of the debt
securities of that series will not recognize income, gain or loss for United States federal income tax purposes as a
result of the deposit, defeasance and discharge and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit, defeasance and
discharge had not occurred. (Section 8.3)

Defeasance of Certain Covenants. The indenture provides that, unless otherwise provided by the terms of the
applicable series of debt securities, upon compliance with certain conditions:

� we may omit to comply with the covenant described under the heading �Consolidation, Merger and Sale of
Assets� and certain other covenants set forth in the indenture, as well as any additional covenants which may
be set forth in the applicable prospectus supplement; and

� any omission to comply with those covenants will not constitute a Default or an Event of Default with
respect to the debt securities of that series (�covenant defeasance�).

The conditions include:

� depositing with the trustee money and/or U.S. government obligations or, in the case of debt securities
denominated in a single currency other than U.S. Dollars, government obligations of the government that
issued or caused to be issued such currency, that, through the payment of interest and principal in accordance
with their terms, will provide money in an amount sufficient in the opinion of a nationally recognized firm of
independent public accountants or investment bank to pay and discharge each installment of principal of,
premium and interest on and any mandatory sinking fund payments in respect of the debt securities of that
series on the stated maturity of those payments in accordance with the terms of the indenture and those debt
securities; and
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� delivering to the trustee an opinion of counsel to the effect that we have received from, or there has been
published by, the United States Internal Revenue Service a ruling or, since the date of execution of the
indenture, there has been a change in the applicable United States federal income tax law, in either case to
the effect that, and based thereon such opinion shall confirm that, the holders of the debt securities of that
series will not recognize income, gain or loss for United States federal income tax purposes as a result of the
deposit and related covenant defeasance and will be subject to United States federal income tax on the same
amounts and in the same manner and at the same times as would have been the case if the deposit and related
covenant defeasance had not occurred. (Section 8.4)
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No Personal Liability of Directors, Officers, Employees or Stockholders

None of our past, present or future directors, officers, employees or stockholders, as such, will have any liability for
any of our obligations under the debt securities or the indenture or for any claim based on, or in respect or by reason
of, such obligations or their creation. By accepting a debt security, each holder waives and releases all such liability.
This waiver and release is part of the consideration for the issue of the debt securities. However, this waiver and
release may not be effective to waive liabilities under U.S. federal securities laws, and it is the view of the SEC that
such a waiver is against public policy.

Governing Law

The indenture and the debt securities, including any claim or controversy arising out of or relating to the indenture or
the securities, will be governed by the laws of the State of New York. (Section 10.10)

21
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DESCRIPTION OF OTHER SECURITIES

We will set forth in the applicable prospectus supplement a description of any depositary shares, warrants, purchase
contracts or units issued by us that may be offered and sold pursuant to this prospectus.
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GLOBAL SECURITIES

Book-Entry, Delivery and Form

Unless we indicate differently in a prospectus supplement, the securities initially will be issued in book-entry form
and represented by one or more global notes or global securities, or, collectively, global securities. The global
securities will be deposited with, or on behalf of, The Depository Trust Company, New York, New York, as
depositary, or DTC, and registered in the name of Cede & Co., the nominee of DTC. Unless and until it is exchanged
for individual certificates evidencing securities under the limited circumstances described below, a global security
may not be transferred except as a whole by the depositary to its nominee or by the nominee to the depositary, or by
the depositary or its nominee to a successor depositary or to a nominee of the successor depositary.

DTC has advised us that it is:

� a limited-purpose trust company organized under the New York Banking Law;

� a �banking organization� within the meaning of the New York Banking Law;

� a member of the Federal Reserve System;

� a �clearing corporation� within the meaning of the New York Uniform Commercial Code; and

� a �clearing agency� registered pursuant to the provisions of Section 17A of the Exchange Act.
DTC holds securities that its participants deposit with DTC. DTC also facilitates the settlement among its participants
of securities transactions, such as transfers and pledges, in deposited securities through electronic computerized
book-entry changes in participants� accounts, thereby eliminating the need for physical movement of securities
certificates. �Direct participants� in DTC include securities brokers and dealers, including underwriters, banks, trust
companies, clearing corporations and other organizations. DTC is a wholly-owned subsidiary of The Depository
Trust & Clearing Corporation, or DTCC. DTCC is the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by
the users of its regulated subsidiaries. Access to the DTC system is also available to others, which we sometimes refer
to as �indirect participants,� that clear through or maintain a custodial relationship with a direct participant, either
directly or indirectly. The rules applicable to DTC and its participants are on file with the SEC.

Purchases of securities under the DTC system must be made by or through direct participants, which will receive a
credit for the securities on DTC�s records. The ownership interest of the actual purchaser of a security, which we
sometimes refer to as a �beneficial owner,� is in turn recorded on the direct and indirect participants� records. Beneficial
owners of securities will not receive written confirmation from DTC of their purchases. However, beneficial owners
are expected to receive written confirmations providing details of their transactions, as well as periodic statements of
their holdings, from the direct or indirect participants through which they purchased securities. Transfers of ownership
interests in global securities are to be accomplished by entries made on the books of participants acting on behalf of
beneficial owners. Beneficial owners will not receive certificates representing their ownership interests in the global
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securities, except under the limited circumstances described below.

To facilitate subsequent transfers, all global securities deposited by direct participants with DTC will be registered in
the name of DTC�s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of securities with DTC and their registration in the name of Cede & Co. or such
other nominee will not change the beneficial ownership of the securities. DTC has no knowledge of the actual
beneficial owners of the securities. DTC�s records reflect only the identity of the direct participants to whose accounts
the securities are credited, which may or may not be the beneficial owners. The participants are responsible for
keeping account of their holdings on behalf of their customers.
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So long as the securities are in book-entry form, you will receive payments and may transfer securities only through
the facilities of the depositary and its direct and indirect participants. We will maintain an office or agency in the
location specified in the prospectus supplement for the applicable securities, where notices and demands in respect of
the securities and the indenture may be delivered to us and where certificated securities may be surrendered for
payment, registration of transfer or exchange.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect
participants and by direct participants and indirect participants to beneficial owners will be governed by arrangements
among them, subject to any legal requirements in effect from time to time.

Redemption notices will be sent to DTC. If less than all of the securities of a particular series are being redeemed,
DTC�s practice is to determine by lot the amount of the interest of each direct participant in the securities of such series
to be redeemed.

Neither DTC nor Cede & Co. (or such other DTC nominee) will consent or vote with respect to the securities. Under
its usual procedures, DTC will mail an omnibus proxy to us as soon as possible after the record date. The omnibus
proxy assigns the consenting or voting rights of Cede & Co. to those direct participants to whose accounts the
securities of such series are credited on the record date, identified in a listing attached to the omnibus proxy.

So long as securities are in book-entry form, we will make payments on those securities to the depositary or its
nominee, as the registered owner of such securities, by wire transfer of immediately available funds. If securities are
issued in definitive certificated form under the limited circumstances described below, we will have the option of
making payments by check mailed to the addresses of the persons entitled to payment or by wire transfer to bank
accounts in the United States designated in writing to the applicable trustee or other designated party at least 15 days
before the applicable payment date by the persons entitled to payment, unless a shorter period is satisfactory to the
applicable trustee or other designated party.

Redemption proceeds, distributions and dividend payments on the securities will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC�s practice is to credit direct
participants� accounts upon DTC�s receipt of funds and corresponding detail information from us on the payment date
in accordance with their respective holdings shown on DTC records. Payments by participants to beneficial owners
will be governed by standing instructions and customary practices, as is the case with securities held for the account of
customers in bearer form or registered in �street name.� Those payments will be the responsibility of participants and
not of DTC or us, subject to any statutory or regulatory requirements in effect from time to time. Payment of
redemption proceeds, distributions and dividend payments to Cede & Co., or such other nominee as may be requested
by an authorized representative of DTC, is our responsibility, disbursement of payments to direct participants is the
responsibility of DTC, and disbursement of payments to the beneficial owners is the responsibility of direct and
indirect participants.

Except under the limited circumstances described below, purchasers of securities will not be entitled to have securities
registered in their names and will not receive physical delivery of securities. Accordingly, each beneficial owner must
rely on the procedures of DTC and its participants to exercise any rights under the securities and the indenture.

The laws of some jurisdictions may require that some purchasers of securities take physical delivery of securities in
definitive form. Those laws may impair the ability to transfer or pledge beneficial interests in securities.

DTC may discontinue providing its services as securities depositary with respect to the securities at any time by
giving reasonable notice to us. Under such circumstances, in the event that a successor depositary is not obtained,
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As noted above, beneficial owners of a particular series of securities generally will not receive certificates
representing their ownership interests in those securities. However, if:

� DTC notifies us that it is unwilling or unable to continue as a depositary for the global security or securities
representing such series of securities or if DTC ceases to be a clearing agency registered under the Exchange
Act at a time when it is required to be registered and a successor depositary is not appointed within 90 days
of the notification to us or of our becoming aware of DTC�s ceasing to be so registered, as the case may be;

� we determine, in our sole discretion, not to have such securities represented by one or more global securities;
or

� an Event of Default has occurred and is continuing with respect to such series of securities,
we will prepare and deliver certificates for such securities in exchange for beneficial interests in the global securities.
Any beneficial interest in a global security that is exchangeable under the circumstances described in the preceding
sentence will be exchangeable for securities in definitive certificated form registered in the names that the depositary
directs. It is expected that these directions will be based upon directions received by the depositary from its
participants with respect to ownership of beneficial interests in the global securities.

We have obtained the information in this section and elsewhere in this prospectus concerning DTC and DTC�s
book-entry system from sources that are believed to be reliable, but we take no responsibility for the accuracy of this
information.
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PLAN OF DISTRIBUTION

We may sell the offered securities from time to time:

� through underwriters or dealers;

� through agents;

� directly to one or more purchasers; or

� through a combination of any of these methods of sale.
We will identify the specific plan of distribution, including any underwriters, dealers, agents or direct purchasers and
their compensation in the applicable prospectus supplement.
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LEGAL MATTERS

Latham & Watkins LLP will pass upon certain legal matters relating to the issuance and sale of the securities offered
hereby on behalf of Nevro Corp. Additional legal matters may be passed upon for us or any underwriters, dealers or
agents, by counsel that we will name in the applicable prospectus supplement.

EXPERTS

The financial statements and management�s assessment of the effectiveness of internal control over financial reporting
(which is included in Management�s Report on Internal Control over Financial Reporting) incorporated in this
Prospectus by reference to the Annual Report on Form 10-K for the year ended December 31, 2015 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting
firm, given on the authority of said firm as experts in auditing and accounting.
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