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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except share and per share data)

Assets

Current assets

Cash and cash equivalents

Accounts receivable, net of allowance of $2,790 and $1,186, respectively
Unbilled revenues

Prepaid and other current assets, net of allowance of $42 and $45, respectively
Employee loans, current, net of allowance of $0 and $0, respectively
Total current assets

Property and equipment, net

Employee loans, noncurrent, net of allowance of $0 and $0, respectively
Intangible assets, net

Goodwill

Deferred tax assets

Other noncurrent assets, net of allowance of $130 and $140, respectively
Total assets

Liabilities

Current liabilities

Accounts payable

Accrued expenses and other current liabilities
Due to employees

Deferred compensation due to employees
Taxes payable

Total current liabilities

Long-term debt

Taxes payable, noncurrent

Other noncurrent liabilities

Total liabilities

Commitments and contingencies (Note 11)

Stockholders’ equity

Common stock, $0.001 par value; 160,000,000 authorized; 53,705,002 and 53,003,420
shares issued, 53,685,267 and 52,983,685 shares outstanding at June 30, 2018 and
December 31, 2017, respectively

Additional paid-in capital

Retained earnings

Treasury stock

Accumulated other comprehensive loss

As of
June 30,
2018

$584,081
283,001
123,434
31,919
2,084
1,024,519
98,450
1,669
55,201
144,667
54,805
12,884
$1,392,195

$6,727
72,443
50,374
4,338
47,529
181,411
25,020

56,540

16,421
279,392

54

511,131
633,950
77

(32,155

As of
December
31,

2017

$582,585
265,639
86,500
23,196
2,113
960,033
86,419
2,097
44,511
119,531
24,974
12,691
$1,250,256

$5,574
89,812
38,757
5,964
40,860
180,967
25,033

59,874

9,435
275,309

53

473,874
518,820

) (177
) (17,623

)
)

4
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Total stockholders’ equity 1,112,803 974,947
Total liabilities and stockholders’ equity $1,392,195 $1,250,256

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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EPAM SYSTEMS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Unaudited)

(In thousands, except share and per share data)

Three Months Ended
June 30,

Six Months Ended
June 30,

2018 2017 2018 2017
Revenues $445,647 $348977 $869,795 $673,628
Operating expenses:
Cost of revenues (exclusive of depreciation and amortization) 289,175 220,132 566,809 427,862

Selling, general and administrative expenses 91,843 80,419 179,620 158,872
Depreciation and amortization expense 8,962 7,020 17,138 13,692
Other operating expenses, net 1,430 724 3,294 1,554
Income from operations 54,237 40,682 102,934 71,648
Interest and other income, net 1,052 802 501 1,386
Foreign exchange gain/(loss) 1,830 1,562 1,583 (1,393 )
Income before provision for/(benefit from) income taxes 57,119 43,046 105,018 71,641
Provision for/(benefit from) income taxes 6,864 5,687 (9,655 ) 10,641
Net income $50,255 $37,359 $114,673 $61,000
Foreign currency translation adjustments, net of tax (15,834 ) 4,551 (12,525 ) 10,937
Unrealized net loss on cash-flow hedging instruments, net of tax (2,076 ) — 2,007 ) —
Comprehensive income $32.345 $41910 $100,141 $71,937
Net income per share:

Basic $0.94 $0.72 $2.15 $1.19
Diluted $0.89 $0.68 $2.03 $1.12

Shares used in calculation of net income per share:

Basic
Diluted

53,517,124 51,899,416 53,299,038 51,431,353
56,587,009 54,848,619 56,414,986 54,371,284

The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.




Edgar Filing: EPAM Systems, Inc. - Form 10-Q

Table of Contents

EPAM SYSTEMS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization expense
Bad debt expense

Deferred taxes

Stock-based compensation expense
Other

Changes in operating assets and liabilities:

(Increase)/decrease in operating assets:
Accounts receivable

Unbilled revenues

Prepaid expenses and other assets

Increase/(decrease) in operating liabilities:

Accounts payable

Accrued expenses and other liabilities
Due to employees

Taxes payable

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment
Employee housing loans issued

Proceeds from repayments of employee housing loans

Decrease in time deposits, net

Acquisition of businesses, net of cash acquired

Other investing activities, net

Net cash used in investing activities
Cash flows from financing activities:
Proceeds from stock option exercises

Payments of withholding taxes related to net share settlements of restricted stock units

Proceeds from debt (Note 6)

Repayment of debt (Note 6)

Other financing activities, net

Net cash provided by financing activities

Effect of exchange rate changes on cash, cash equivalents and restricted cash
Net increase in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash, beginning of period

Cash, cash equivalents and restricted cash, end of period

Six Months Ended
June 30,
2018 2017

$114,673 $61,000

17,138 13,692
1,529 102
(27,581 ) (766
31,406 28,703
(2,099 ) (1,550

(15,051 ) (4,630

(35,334 ) (44,133
(4,495 ) 973
1,008 518
(15,861 ) (3,333
1,351 4,549
105 4,208

66,789 59,333

(19,303 ) (11,441
(214 ) (512
919 1,315
418 13
(50,264 ) (6,810
130 (190

(68,314 ) (17,625

22,368 37,757

(6,696 ) (2,702
— 25,000
(3,478 ) (25,059
(603 ) (864

11,591 34,132
(7,645 ) 5912
2,421 81,752
582,855 364,664
$585,276 $446,416

)
)
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EPAM SYSTEMS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

(Continued)

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
condensed consolidated balance sheets:

As of As of
December
June 30, 31
2018 2017
Balance sheet classification
Cash and cash equivalents $584,081 $582,585
Restricted cash in Prepaid and other current assets — 91
Restricted cash in Other noncurrent assets 1,195 179
Total restricted cash 1,195 270

Total cash, cash equivalents and restricted cash $585,276 $582,855
The accompanying notes are an integral part of the unaudited condensed consolidated financial statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands, except share and per share data)

1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

EPAM Systems, Inc. (the “Company” or “EPAM”) is a leading global provider of digital platform engineering and
software development services to clients located around the world, primarily in North America, Europe, Asia and
Australia. The Company has expertise in various industries, including software and hi-tech, financial services,
business information and media, travel and hospitality, retail and distribution and life sciences and healthcare. The
Company is incorporated in Delaware and headquartered in Newtown, PA.

Basis of Presentation — The accompanying unaudited condensed consolidated financial statements of EPAM have been
prepared in accordance with generally accepted accounting principles in the United States (“GAAP”) and Article 10 of
Regulation S-X under the Securities Exchange Act of 1934, as amended. The condensed consolidated financial
statements include the financial statements of EPAM Systems, Inc. and its subsidiaries with all intercompany balances
and transactions eliminated.

These unaudited condensed consolidated financial statements and accompanying notes should be read in conjunction
with the Company’s audited consolidated financial statements and the notes thereto for the year ended December 31,
2017 included in its Annual Report on Form 10-K. The preparation of these condensed consolidated financial
statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts
reported in these condensed consolidated financial statements and accompanying notes. Actual results could differ
from those estimates, and such differences may be material to the condensed consolidated financial statements.
Operating results for the interim periods are not necessarily indicative of results that may be expected to occur for the
entire year. In management’s opinion, all adjustments considered necessary for a fair presentation of the accompanying
unaudited condensed consolidated financial statements have been included, and all adjustments are of a normal and
recurring nature.

Adoption of New Accounting Standards

Unless otherwise discussed below, the adoption of new accounting standards did not have an impact on the Company’s
consolidated financial position, results of operations, and cash flows.

Revenue Recognition — Effective January 1, 2018, the Company adopted the new accounting standard ASU 2014-09,
Revenue from Contracts with Customers (Topic 606) as amended using the modified retrospective method. The
standard effectively replaced previously existing revenue recognition guidance (Topic 605) and requires entities to
recognize revenue to depict the transfer of promised goods or services in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services as well as requires additional disclosure
about the nature, amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including
significant judgments and changes in judgments.

The following table summarizes the cumulative effect of adopting Topic 606 using the modified retrospective method
of adoption as of January 1, 2018:

Balance ) Balance
Adjustments
as of s of
December Due.to January
31,2017 1OPICOUS ) hn1g
Balance Sheet
Assets
Unbilled revenues $86,500 $ (78 ) $86,422
Deferred tax assets $24974 $ (173 ) $24,801
Liabilities

Accrued expenses and other current liabilities $89,812 $ (708 ) $89,104
Stockholders’ equity
Retained earnings $518,820 $ 457 $519,277

10
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The Company applied a practical expedient to aggregate the effect of all contract modifications that occurred before
the adoption date.

7
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See Note 7 “Revenues” in the condensed consolidated interim financial statements for additional information regarding
revenues.

Restricted cash and restricted cash equivalents — Effective January 1, 2018, the Company adopted Accounting Standard
Update (“ASU”) No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash which requires the Company to
include in its cash and cash equivalents balances presented in the statements of cash flows amounts that are deemed to
be restricted in nature. As a result of the adoption, the Company restated its condensed consolidated statements of

cash flows for all of the prior periods presented. The impact of adoption on the Company’s condensed consolidated
statement of cash flows was as follows for the six months ended June 30, 2017:

ﬁes:porte d Restated  Effect
Cash flows from operating activities:
Changes in operating assets and liabilities:
Prepaid expenses and other assets $736 $973 $237
Net cash provided by operating activities $59,096 $59,333  $237
Cash flows from investing activities:
Decrease in restricted cash and time deposits, net $94 $13 $@81 )
Acquisition of businesses, net of cash acquired $(6,840 ) $(6,810 ) $30
Net cash used in investing activities $(17,574) $(17,625) $(51 )
Effect of exchange rate changes on cash, cash equivalents, and restricted cash  $5,822 $5,912 $90
Net increase in cash, cash equivalents and restricted cash $81,476 $81,752 $276
Cash, cash equivalents and restricted cash, beginning of period 362,025 364,664 2,639
Cash, cash equivalents and restricted cash, end of period $443,501 $446,416 $2915

Derivatives and Hedging — Effective April 1, 2018, the Company early-adopted ASU 2017-12, Derivatives and
Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities. The new guidance is intended to
simplify and amend hedge accounting and reporting to better align and disclose the economic results of an entity’s risk
management activities in its financial statements. The ASU makes more financial and non-financial hedging strategies
eligible for hedge accounting. It also changes how companies assess hedge effectiveness and amends the presentation
and disclosure requirements by eliminating the requirement to separately measure and report hedge ineffectiveness
and generally requires companies, for qualifying hedges, to present the entire change in the fair value of a hedging
instrument in the same income statement line as the hedged item. The guidance also eases documentation and
assessment requirements and modifies the accounting for components excluded from the assessment of hedge
effectiveness. The guidance requires entities to apply the amended presentation and disclosure guidance prospectively
as of the period of adoption. The adoption of this guidance did not have any effect on the consolidated financial
results.

The Company enters into derivative financial instruments to manage exposure to fluctuations in certain foreign
currencies. During 2018, for accounting purposes, these foreign currency forward contracts became designated as
hedges, as defined under FASB ASC Topic 815, Derivatives and Hedging. The Company measures these foreign
currency derivative contracts at fair value on a recurring basis utilizing Level 2 inputs. The Company records changes
in the fair value of these hedges in accumulated other comprehensive income/(loss) in our consolidated balance sheet
until the forecasted transaction occurs. When the forecasted transaction occurs, the related gain or loss on the cash
flow hedge is reclassified to the same line item in the statement of income as the forecasted transaction is recorded. In
the event the underlying forecasted transaction does not occur, or it becomes probable that it will not occur, the
Company reclassifies the gain or loss on the underlying hedge from accumulated other comprehensive income/(loss)
to foreign exchange gain/(loss) in the consolidated statement of income. The cash flow impact of derivatives identified
as hedging instruments is reflected as cash flows from operating activities. The cash flow impact of derivatives not
identified as hedging instruments is reflected as cash flows from investing activities.

Pending Accounting Standards

From time to time, new accounting pronouncements are issued by the FASB or other standards-setting bodies that the
Company will adopt according to the various timetables the FASB specifies. Unless otherwise discussed below, the

12
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Company believes the impact of recently issued standards that are not yet effective will not have a material impact on
its consolidated financial position, results of operations and cash flows upon adoption.
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Leases — Effective January 1, 2019, the Company will be required to adopt the new guidance of ASC Topic 842, Leases
(Topic 842) (with early adoption permitted effective January 1, 2018). This amendment supersedes previous
accounting guidance (Topic 840) and requires all leases, with the exception of leases with a term of twelve months or
less, to be recorded on the balance sheet as lease assets and lease liabilities. The standard allows for two methods of
adoption to recognize and measure leases: retrospectively to each prior period presented in the financial statements
with the cumulative effect of initially applying the guidance recognized at the beginning of the earliest comparative
period presented or retrospectively at the beginning of the period of adoption with the cumulative effect of initially
applying the guidance recognized at the beginning of the period in which the guidance is first applied. The adoption
methods both include a number of optional practical expedients that entities may elect to apply. These practical
expedients relate to the identification and classification of leases that commenced before the effective date, initial
direct costs for leases that commenced before the effective date, and the ability to use hindsight in evaluating lessee
options to extend or terminate a lease or to purchase the underlying asset. An entity that elects to apply the practical
expedients will, in effect, continue to account for leases that commence before the effective date in accordance with
previous GAAP unless the lease is modified, except that lessees are required to recognize a right-of-use asset and a
lease liability for all operating leases based on the present value of the remaining minimum rental payments that were
tracked and disclosed under previous GAAP. The transition guidance in Topic 842 also provides specific guidance for
the amounts previously recognized in accordance with the business combinations guidance for leases. The Company
has developed a transition plan, which includes making necessary changes to policies, processes, internal controls and
system enhancements to generate the information necessary to comply with the new standard. The Company expects
the new guidance will have a material impact on its consolidated balance sheet for the addition of right-of-use assets
and lease liabilities principally due to its office space leases. EPAM does not expect the new guidance to have a
material impact on its consolidated statement of income and comprehensive income or its consolidated statement of
cash flows. The Company expects to adopt this standard on January 1, 2019 using the method of adoption whereby the
cumulative effect of adoption is recognized at the beginning of the period of adoption.

Measurement of Credit Losses on Financial Instruments — Effective January 1, 2020, the Company will be required to
adopt the amended guidance of ASC Topic 326, Financial Instruments - Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments, (with early adoption permitted effective January 1, 2019.) The amendments in
this update change how companies measure and recognize credit impairment for many financial assets. The new
expected credit loss model will require companies to immediately recognize an estimate of credit losses expected to
occur over the remaining life of the financial assets (including trade receivables) that are in the scope of the update.
The update also made amendments to the current impairment model for held-to-maturity and available-for-sale debt
securities and certain guarantees. Entities are required to adopt the standard using a modified-retrospective approach
through a cumulative effect adjustment to retained earnings as of the beginning of the period of adoption. The
Company has not yet completed its assessment of the impact of the new guidance on its consolidated financial
statements or concluded on when it will adopt the standard.

2. ACQUISITIONS

Continuum — On March 15, 2018, the Company acquired all of the outstanding equity of Continuum Innovation LLC
together with its subsidiaries, (‘“Continuum’) to enhance the Company’s consulting capabilities as well as its digital and
service design practices. Continuum, headquartered in Boston with offices located in Milan, Seoul, and Shanghai,
focuses on four practices including strategy, physical and digital design, technology and its Made Real Lab. The
acquisition of Continuum added approximately 125 design consultants to the Company’s headcount.

In connection with the Continuum acquisition, the Company paid $52,515 as cash consideration, of which $5,410 was
placed in escrow for a period of 9 to 15 months as security for the indemnification obligations of the sellers under the
terms of the equity purchase agreement. Furthermore, subject to attainment of specified performance targets in the 12
months after the acquisition, the Company will make a cash earnout payment with a maximum amount payable of
$3,135. The Company recorded $2,400 related to this earnout payment as contingent consideration (Note 4 “Fair Value
Measurements”).

9
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The following table summarizes the preliminary fair values of the assets acquired and liabilities assumed in
connection with the acquisition of Continuum as originally reported and as adjusted as of June 30, 2018:

As

Originally As .

Reported Adjusted
Cash and cash equivalents $2,251 $2,251
Accounts receivable 6,676 6,676
Unbilled revenues 2,463 2,463
Prepaid and other current assets 942 936
Goodwill 29,805 26,293
Intangible assets 16,600 14,850
Property and equipment and other noncurrent assets 8,902 8,902
Total assets acquired $67,639 $62,371
Accounts payable, accrued expenses and other current liabilities $ 2,991 $2,745
Due to employees 1,001 1,001
Long-term debt (Note 6) 3,220 3,220
Other noncurrent liabilities 5,412 490
Total liabilities assumed $12,624 $7,456
Net assets acquired $55,015 $54915

During the three months ended June 30, 2018, the Company updated the valuation of intangible assets acquired which
resulted in an adjustment of initially recognized intangible assets and their useful lives as well as in recognition of an
additional intangible asset in the form of a favorable lease. The Company removed a liability associated with an
initially recognized unfavorable lease, which was classified as other noncurrent liabilities. These adjustments as well
as the revaluation of contingent consideration resulted in a corresponding decrease in the value of acquired

goodwill. The Company recorded $26 of amortization and $41 of rent expense during the three months ended June 30,
2018 that would have been recognized in a prior period if the adjustments to the preliminary amounts had been
recognized as of the acquisition date. The Company is gathering additional information necessary to finalize the
estimated fair values of the assets acquired and liabilities assumed. The fair values reflected are subject to change and
such changes could be significant. The Company expects to finalize the valuation and complete the purchase price
allocation as soon as practicable but no later than one year from the acquisition date.

The following table presents the estimated fair values and useful lives of intangible assets acquired in connection with
the acquisition of Continuum:

Continuum

Weighted Average Useful Life (in years) Amount
Favorable lease 11.9 $5,900
Customer relationships 6.6 5,800
Contract royalties 8 1,900
Trade names 5 1,250
Total $14,850

The goodwill recognized as a result of the Continuum acquisition is attributable primarily to strategic and synergistic
opportunities related to the consulting business, the assembled workforce of Continuum and other factors. The
goodwill is expected to be deductible for income tax purposes.

Revenues generated by Continuum totaled $8,470 and $10,224 during the three and six months ended June 30, 2018.
Pro forma results of operations have not been presented because the effect of the Continuum acquisition on the
Company’s condensed consolidated financial statements was not material.

10
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3.GOODWILL
Goodwill by reportable segment was as follows:

Izzfgrlica Europe Total
Balance as of December 31, 2017 $77,290 $42,241 $119,531
Continuum acquisition (Note 2) 26,293 — 26,293
Effect of net foreign currency exchange rate changes (285 ) (872 ) (1,157 )
Balance as of June 30, 2018 $103,298 $41,369 $144,667

There were no accumulated impairment losses in the North America or Europe reportable segments as of June 30,
2018 or December 31, 2017.
4.FAIR VALUE MEASUREMENTS
The Company carries certain liabilities at fair value on a recurring basis on its consolidated balance sheets. The
following table shows the fair values of the Company’s financial assets and liabilities measured at fair value on a
recurring basis as of June 30, 2018:

As of June 30, 2018

Level Level Level

Balance | 5 3
Foreign exchange derivative assets $84 § —$84 $—
Total assets measured at fair value on a recurring basis $84 § —$84 $—
Contingent consideration $2400$ —$— $2.400
Foreign exchange derivative liabilities 2690 $§ 2690 $—

Total liabilities measured at fair value on a recurring basis ~ $5,090 $  —$2,690 $2,400

The Company had no material financial assets or liabilities measured at fair value on a recurring basis as of
December 31, 2017.

As of June 30, 2018, contingent consideration included amounts payable in cash in connection with the acquisition of
Continuum (Note 2 “Acquisitions”). The fair value of the contingent consideration is based on the expected future
payments to be made to the sellers of the acquired business in accordance with the provisions outlined in the purchase
agreement. In determining fair value, the Company considered a variety of factors, including future performance of
the acquired businesses using financial projections developed by the Company and market risk assumptions that were
derived for revenue growth and earnings before interest and taxes. The Company estimated future payments using the
earnout formula and performance targets specified in the purchase agreement and adjusted those estimates to reflect
the probability of their achievement. Those future payments were then discounted to present value using a rate based
on the weighted-average cost of capital of guideline companies. The Company believes its estimates and assumptions
are reasonable; however, there is significant judgment involved. Changes in financial projections, market risk
assumptions, discount rates or probability assumptions related to achieving the various earnout criteria would result in
a change in the fair value of the recorded contingent liability. Such changes, if any, are recorded within Interest and
other income, net in the Company’s consolidated statement of income and comprehensive income.

Our Level 2 foreign exchange derivatives are valued using pricing models and discounted cash flow methodologies
based on observable foreign exchange data at the measurement date. See Note 5 for further information regarding the
Company’s derivative financial instruments.

A reconciliation of the beginning and ending balances of acquisition-related contractual contingent liabilities using
significant unobservable inputs (Level 3) for the six months ended June 30, 2018 is as follows:

Amount
Contractual contingent liabilities at December 31, 2017 $—
Acquisition date fair value of contractual contingent liabilities — Continuum (Note 2) 2,400
Contractual contingent liabilities at June 30, 2018 $2,400

11
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Estimates of fair value of financial instruments not carried at fair value on a recurring basis on the Company’s
consolidated balance sheets are generally subjective in nature, and are determined as of a specific point in time based
on the characteristics of the financial instruments and relevant market information. The Company uses the following
methods to estimate the fair values of its financial instruments:

for financial instruments that have quoted market prices, those quoted prices are used to estimate fair value;

for financial instruments for which no quoted market prices are available, fair value is estimated using information
obtained from independent third parties, or by discounting the expected cash flows using an estimated current market
interest rate for the financial instrument;

for financial instruments for which no quoted market prices are available and that have no defined maturity, have a
remaining maturity of 360 days or less, or reprice frequently to a market rate, the Company assumes that the fair value
of these instruments approximates their reported value, after taking into consideration any applicable credit risk.

The generally short duration of certain of the Company’s assets and liabilities results in a number of assets and
liabilities for which fair value equals or closely approximates the amount recorded on the Company’s condensed
consolidated balance sheets. These types of assets and liabilities which are reported on the Company’s consolidated
balance sheet include:

cash and cash equivalents;

time deposits and restricted cash;

employee loans;

borrowings under the Company’s 2017 Credit Facility (Note 6 “Long-Term Debt”).

The fair value of employee housing loans is estimated using information on the rates of return that market participants
in Belarus would require when investing in unsecured U.S. dollar-denominated government bonds with similar
maturities (a “risk-free rate”), after taking into consideration any applicable credit and liquidity risk.

The following tables present the reported amounts and estimated fair values of the financial assets and liabilities for
which disclosure of fair value is required, as they would be categorized within the fair value hierarchy, as of the dates
indicated:

Fair Value Hierarchy
Estimated Level
Balance Fair Level 1 Level 2
3
Value
June 30, 2018
Financial Assets:
Cash and cash equivalents $584,081 $584,081 $584,081 $— $—
Restricted cash $1,195 $1,195 $1,195 $— $—
Employee loans $3,753 $3,753 $— $— $3,753
Financial Liabilities:
Borrowings under the 2017 Credit Facility $25,019 $25,019 $— $25,019 $—
Fair Value Hierarchy
Estimated Level
Balance Fair Level 1 Level 2
3
Value
December 31, 2017
Financial Assets:
Cash and cash equivalents $582,585 $582,585 $582,585 $— $—
Time deposits and restricted cash $673 $673 $— $673  $—
Employee loans $4,210 $4210 $— $— $4,210
Financial Liabilities:
Borrowings under the 2017 Credit Facility $25.009 $25.009 $— $25.009 $—

5.DERIVATIVE FINANCIAL INSTRUMENTS
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The Company conducts a large portion of its operations in international markets that subject it to foreign currency
fluctuations. To manage the risk of fluctuations in foreign currency exchange rates, during the six months ended
June 30, 2018, the Company implemented a hedging program whereby it entered into a series of foreign exchange
forward contracts with

12
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durations of twelve months or less that are designated as cash flow hedges of forecasted Russian ruble, Polish zloty
and Indian rupee transactions.
The Company measures derivative instruments and hedging activities at fair value and recognizes them as either
assets or liabilities in its consolidated balance sheets. Accounting for the gains and losses resulting from changes in
fair value depends on the use of the derivative and whether it is designated and qualifies for hedge accounting. As of
June 30, 2018, all of the Company’s foreign exchange forward contracts were designated as hedges. To receive hedge
accounting treatment, all hedging relationships are formally documented at the inception of the hedge, and the hedges
must be highly effective in offsetting changes to future cash flows on hedged transactions.
Derivatives may give rise to credit risks from the possible non-performance by counterparties. The Company has
limited its credit risk by entering into derivative transactions only with highly-rated financial institutions and by
conducting an ongoing evaluation of the creditworthiness of the financial institutions with which the Company does
business. There is no financial collateral (including cash collateral) required to be posted by the Company related to
the foreign exchange forward contracts.
The fair value of derivative instruments on the Company’s consolidated balance sheets as of June 30, 2018 and
December 31, 2017 were as follows:
As of June 30, As of December 31,
2018 2017
. AssefLiability  Asset  Liability
Balance Sheet Location Derivatinesitives DerivativEerivatives
Foreign exchange forward contracts
- Prepaid and other current assets $84 $ —
Designated as hedging instruments
Accrued expenses and other current

liabilities $ 2,690 $ o
Foreign exchange forward contracts
Not designated as hedging Prepaid and other current assets $— $ 114
instruments

Accrued expenses and other current § $ o

liabilities
The Company records changes in the fair value of its cash flow hedges in accumulated other comprehensive
income/(loss) in the consolidated balance sheet until the forecasted transaction occurs. When the forecasted
transaction occurs, the Company reclassifies the related gain or loss on the cash flow hedge to cost of revenues
(exclusive of depreciation and amortization). In the event the underlying forecasted transaction does not occur, or it
becomes probable that it will not occur, the Company reclassifies the gain or loss on the related cash flow hedge from
accumulated other comprehensive income/(loss) to foreign exchange gain/(loss) in the consolidated statement of
income in that period. If the Company does not elect hedge accounting, or the contract does not qualify for hedge
accounting treatment, the changes in fair value from period to period are recorded in foreign exchange gain/(loss) in
the consolidated statement of income.
The changes in the fair value of foreign currency derivative instruments in our unaudited condensed consolidated
statements of income and comprehensive income for the three and six months ended June 30, 2018 and 2017 were as
follows:

Three

Months Six Months
Ended

Ended June 30

June 30, ’

2018 2017 2018 2017
Foreign exchange forward contracts - Designated as hedging instruments:
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Change in fair value recognized in accumulated other comprehensive loss

Net loss reclassified from accumulated other comprehensive loss into cost of revenues
(exclusive of depreciation and amortization)

Foreign exchange forward contracts - Not designated as hedging instruments:

Net gain recognized in foreign exchange gain/(loss)

13

(2,696) —
937 ) —

— 20

(2,606) —
937 ) —

44 159
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6.LONG-TERM DEBT

Revolving Line of Credit — On May 24, 2017, the Company entered into an unsecured credit facility (the “2017 Credit
Facility”’) with PNC Bank, National Association; PNC Capital Markets LL.C; Wells Fargo Bank, National Association;
Santander Bank, N.A.; Fifth Third Bank and Citibank N.A. (collectively the “Lenders”). The 2017 Credit Facility
provides for a borrowing capacity of $300,000, with potential to increase the credit facility up to $400,000 if certain
conditions are met. The 2017 Credit Facility matures on May 24, 2022.

Borrowings under the 2017 Credit Facility may be denominated in U.S. dollars or up to a maximum of $100,000
equivalent in British pounds sterling, Canadian dollars, euros or Swiss francs or other currencies as may be approved
by the administrative agent and the Lenders. Borrowings under the 2017 Credit Facility bear interest at either a base
rate or Euro-rate plus a margin based on the Company’s leverage ratio. The base rate is equal to the highest of (a) the
Overnight Bank Funding Rate, plus 0.5%, (b) the Prime Rate, and (c) the Daily LIBOR Rate, plus 1.0%. As of

June 30, 2018, the Company’s outstanding borrowings are subject to a LIBOR-based interest rate which resets
regularly at issuance, based on lending terms.

The 2017 Credit Facility includes customary business and financial covenants that may restrict the Company’s ability
to make or pay dividends (other than certain intercompany dividends) if a potential or an actual event of default has
occurred or would be triggered. As of June 30, 2018, the Company was in compliance with all covenants contained in
the 2017 Credit Facility.

The following table presents the outstanding debt and borrowing capacity of the Company under the 2017 Credit
Facility:

As of As of
December

June 30, 31

2018 2017
Outstanding debt $25,000 $25,000
Interest rate 3.1 % 2.6 %
Irrevocable standby letters of credit ~ $343 $1,294
Available borrowing capacity $274,657  $273,706

Current maximum borrowing capacity $300,000  $300,000

As part of the acquisition of Continuum, the Company assumed $3,448 of long-term debt associated with a leased
facility and payable to Continuum’s landlord. The debt was payable in monthly installments through March 2029 and
bore interest at a rate of 8% per annum. During March 2018, the Company paid $3,448 to settle this assumed
long-term debt.

7.REVENUES

Adoption of ASC Topic 606, “Revenue from Contracts with Customers” and Change in Accounting Policies
Effective January 1, 2018, the Company adopted ASU No. 2014-09, Revenue from Contracts with Customers (Topic
606) as amended. The Company adopted the new guidance using the modified retrospective method by recognizing
the cumulative effect of adoption as an adjustment to retained earnings as of January 1, 2018. Results for reporting
periods beginning after January 1, 2018 are presented under Topic 606, while prior period amounts are not adjusted
and continue to be reported in accordance with Topic 605. The impact of adoption of the new guidance on the
Company’s consolidated financial statements as of January 1, 2018 are presented in Note 1 “Summary of Significant
Accounting Policies.”

The Company recognizes revenues when control of goods or services is passed to a customer in an amount that
reflects the consideration the Company expects to be entitled to in exchange for those goods or services. Such control
may be transferred over time or at a point in time depending on satisfaction of obligations stipulated by the contract.
Consideration expected to be received may consist of both fixed and variable components and is allocated to each
separately identifiable performance obligation based on the performance obligation’s relative standalone selling price.
Variable consideration is usually presented in the form of cash incentives or credits. Determining the estimated
amount of such variable consideration involves assumptions and judgment that can have an impact on the amount of
revenue reported.
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The Company derives its revenues from a variety of service offerings, which represent specific competencies of its I'T
professionals. Fees for these contracts may be in the form of time-and-materials or fixed-price arrangements. The
majority of the Company’s revenues are generated under time-and-material contracts which are billed using hourly,
daily or monthly rates to determine the amounts to be charged directly to the client. The Company applies a practical
expedient and revenue related to time-and-material contracts is recognized based on the Company’s right to invoice for
services performed.

14
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Fixed-price contracts include maintenance and support arrangements, which may exceed one year in duration, as well
as application development arrangements. Maintenance and support arrangements generally relate to the provision of
ongoing services. Revenues for such agreements are recognized ratably over the expected service period. Application
development arrangements are accounted for using input or output methods for measuring the progress towards
satisfaction of the performance obligation. Input methods are used only when there is a direct correlation between
hours incurred and the end product delivered. Assumptions, risks and uncertainties inherent in the estimates used to
measure progress could affect the amount of revenues, receivables and deferred revenues at each reporting period.
Revenues from licenses which have significant stand-alone functionality are recognized at a point in time when
control of the license is transferred to the customer. Revenues from licenses which do not have stand-alone
functionality are recognized over time.
If there is an uncertainty about the receipt of payment for the services, revenue is deferred until the uncertainty is
sufficiently resolved. The Company applies a practical expedient and does not assess the existence of a significant
financing component if the period between when the Company transfers the service to a customer and when the
customer pays for that service is one year or less.
The Company reports gross reimbursable “out-of-pocket” expenses incurred as both revenues and cost of revenues in the
condensed consolidated statements of income and comprehensive income.
The following tables summarize the impacts of changes in accounting policies after adoption of Topic 606 on the
Company’s condensed consolidated financial statements for the three and six months ended June 30, 2018, which
primarily resulted from deferring the timing of revenue recognition for contracts that were previously recognized on a
cash basis and recognizing revenues from certain license agreements at a point-in-time rather than over time:

As of June 30, 2018

Balances
Xcﬁ)l;)(;?(: Effect of
As Reported Ibhange

of .
Topic Higher/(Lower)

606
Balance Sheet
Liabilities
Accrued $ Participation Adjustment. If the number of unsold shares that are available for

expenses and purchase under the Second Amended and Restated 2010 ESPP is insufficient to
other current  permit exercise of all rights deemed exercised by all participating employees, a
liabilities participation adjustment will be made, and the number of shares purchasable by

all participating employees is reduced proportionately. Any funds remaining in a

participating employee s account after such exercise are refunded to the

employee, without interest.

Amendment. The Board of Directors may amend the Second Amended and
Restated 2010 ESPP at any time and in any respect unless shareholder approval
of the amendment in question is required under Section 423 of the Code, any
national securities exchange or system on which the common stock is then listed
or reported, or under any other applicable laws, rules, or regulations.

Termination. The Board of Directors may terminate the Second Amended and
Restated 2010 ESPP at any time and for any reason or for no reason, provided
that no termination shall impair any rights of participating employees that have
vested at the time of termination. Without further action of the Board of
Directors, the Second Amended and Restated 2010 ESPP shall terminate twenty
years after the date of its adoption by the Board of Directors or, if earlier, at
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such time as all shares of common stock that may be made available for
purchase under the Second Amended and Restated 2010 ESPP have been
issued.
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U.S. Federal Income Tax Consequences. The Second Amended and Restated 2010 ESPP, and the rights of participant
employees to make purchases thereunder, qualify for treatment under the provisions of Sections 421 and 423 of the
Internal Revenue Code. Under these provisions, no income will be taxable to a participant until the shares purchased
under the Second Amended and Restated 2010 ESPP are sold or otherwise disposed of.

Upon sale or other disposition of the shares, the participant will generally be subject to tax and the amount of the tax
will depend upon the holding period. If the shares are sold or otherwise disposed of more than two years from the first
day of the relevant offering period (and more than one year from the date the shares are purchased), then the
participant generally will recognize ordinary income measured as the lesser of:

i.the excess of the fair market value of the shares at the time of such sale or disposition over the purchase price, or
ii.an amount equal to 15% of the fair market value of the shares as of the first day of the applicable offering period.
Any additional gain should be treated as long-term capital gain.

If the shares are sold or otherwise disposed of before the expiration of this holding period, the participant will
recognize ordinary income at the time of such disposition generally measured as the excess of the fair market value of
the shares on the date the shares are purchased over the purchase price. Any additional gain or loss on such sale or
disposition will be long-term or short-term capital gain or loss, depending on the holding period.

We are not entitled to a deduction for amounts taxed as ordinary income or capital gain to a participant except to the
extent ordinary income is recognized by participants upon a sale or disposition of shares prior to the expiration of the
holding period(s) described above. In all other cases, no deduction is allowed to us.

The foregoing tax discussion is a general description of certain expected federal income tax results under current law.
No attempt has been made to address any state, local, foreign or estate and gift tax consequences that may arise in
connection with participation in the Second Amended and Restated 2010 ESPP.

New Plan Benefits

Because benefits under the Second Amended and Restated 2010 ESPP will depend on employees elections to
participate and to purchase shares under the Second Amended and Restated 2010 ESPP at various future dates, it is
not possible to determine the benefits that will be received by executive officers and other employees. Non-employee
directors are not eligible to participate in the Second Amended and Restated 2010 ESPP.

Vote Required

The Second Amended and Restated 2010 ESPP will be approved upon the affirmative vote of a majority of the votes
properly cast for and against such matter. Abstentions and broker non-votes are not included in the number of votes
cast for and against a matter and therefore have no effect on the vote on such matter.

Recommendation

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR THE APPROVAL OF
THE SECOND AMENDED AND RESTATED 2010 ESPP WHICH, AMONG OTHER THINGS, RESERVES
AN ADDITIONAL 100,000 SHARES OF COMMON STOCK FOR ISSUANCE UNDER THE SECOND
AMENDED AND RESTATED 2010 EMPLOYEE STOCK PURCHASE PLAN THEREBY INCREASING
THE TOTAL RESERVED SHARES UNDER THE SECOND AMENDED AND RESTATED 2010 ESPP

New Plan Benefits 27
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FROM 68,896 TO 168,896, SUBJECT TO FURTHER ADJUSTMENT ANNUALLY AS PROVIDED
THEREIN. PROPERLY AUTHORIZED PROXIES SOLICITED BY THE BOARD WILL BE VOTED
FOR THE SECOND AMENDED AND RESTATED 2010 ESPP, UNLESS A STOCKHOLDER
INDICATES OTHERWISE ON THE PROXY.

32

Recommendation
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information as of December 31, 2013 regarding the number of securities to be issued
upon exercise, and the weighted average exercise price of outstanding options, warrants, and rights under our equity
compensation plans and the number of securities available for future issuance under our equity compensation plans.

Equity Compensation Plan Information as of
December 31, 2013

Number of
securities
Number of . ..
. Weighted remaining
securities to be .
average available for

issued upon

. exercise price future issuance
exercise of

of outstanding under equity

gu:is(t):;lgdmg options, compensation
wirrant’s and warrants and  plans (excluding
rights rights securities
reflected in
column a)
(@) (b) ©
Equity compensation plans approved by security
holders(D 310,146 $ 13.20 119,778 @
Equity compensation plans not approved by security
holders® N/A 400,000
Totals 310,146 $ 13.20 519,778

Includes information related to our Amended and Restated 1996 Stock Option/Restricted Stock Plan, Amended and
(1)Restated 1998 Equity Incentive Plan, Fifth Amended and Restated 2004 Stock Option and Incentive Plan, and
Amended and Restated 2010 Employee Stock Purchase Plan.

As of December 31, 2013, there were 97,440 shares available for future grant under the Fifth Amended and
Restated 2004 Stock Option and Incentive Plan, approximately 32,922 shares of which were subsequently
designated by the Compensation Committee for conveyance in April 2014 to the executive officers in settlement of
their 2013 bonus. In addition, net employee grant activity subsequent to December 31, 2013 further reduced the
shares available for future grant by 3,423. As of March 14, 2014, there were 61,095 shares available for future
grant under the Fifth Amended and Restated 2004 Stock Plan. As of December 31, 2013, there were 22,338 shares
available under the Amended and Restated 2010 Employee Stock Purchase Plan. As of March 14, 2014, there were
22,338 shares available under the Amended and Restated 2010 Employee Stock Purchase Plan. No new stock
grants or awards will be made under the Amended and Restated 1996 Stock Option/Restricted Stock Plan or the
Amended and Restated 1998 Equity Incentive Plan.
Includes information related to our 2009 Non-Qualified Inducement Stock Plan, which is designed to provide
(3)equity grants to new employees. Pursuant to this plan, we were authorized to issue Non-Qualified Stock Options,
Restricted Stock Awards and Unrestricted Stock Awards.
33
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Equity Compensation Plan Information as of December 31, 2013
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PROPOSAL 4: RATIFICATION OF SELECTION OF
AUDITORS

Introduction

The Audit Committee of the Board of Directors has selected the firm of PricewaterhouseCoopers LLP, independent
registered public accounting firm, to serve as our auditors for the year ending December 31, 2014. It is expected that a
representative of PricewaterhouseCoopers LLP will be present at the annual meeting with the opportunity to make a
statement, if so desired, and will be available to respond to appropriate questions.

Vote Required

The selection of our independent registered public accounting firm for the year ending December 31, 2014 will be
ratified upon the affirmative vote of a majority of the votes properly cast for and against such matter. Abstentions will
have no effect on the vote on such matter. However, brokerage firms have authority to vote customers unvoted shares

held by the firms in street name on this proposal. If a broker does not exercise this authority, such broker non-votes

will have no effect on the results of this vote. The ratification of this selection by our stockholders is not required
under the laws of the State of Delaware, where we are incorporated, but the results of this vote will be considered by
the Audit Committee in selecting auditors for future years.

Recommendation

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR RATIFICATION OF
THE SELECTION OF PRICEWATERHOUSECOOPERS LLP TO SERVE AS OUR INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE YEAR ENDING DECEMBER 31, 2014.
PROPERLY AUTHORIZED PROXIES SOLICITED BY THE BOARD WILL BE VOTED FOR THE
RATIFICATION UNLESS A STOCKHOLDER INDICATES OTHERWISE ON THE PROXY.

ACCOUNTING FEES

Aggregate fees for professional services rendered by PricewaterhouseCoopers LLP for the years ended December 31,
2013 and 2012 are as follows:

Audit Fees
The audit fees for PricewaterhouseCoopers LLP for professional services rendered for the 2013 audit of our annual
financial statements and the review of the financial statements included in our quarterly reports on Form 10-Q totaled
$456,000, of which $350,000 was billed in 2013 and $106,000 was billed in 2014.
The audit fees for PricewaterhouseCoopers LLP for professional services rendered for the 2012 audit of our annual

financial statements and the review of the financial statements included in our quarterly reports on Form 10-Q totaled
$469,000, of which $340,000 was billed in 2012 and $129,000 was billed in 2013.

ACCOUNTING FEES 31
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Audit-Related Fees
There were no audit related fees for PricewaterhouseCoopers LLP in 2013 and 2012.
All Other Fees
Fees for PricewaterhouseCoopers LLP for services other than audit-related services were $9,300 for 2013 and $16,800
for 2012, and included annual fees of $7,500 in 2013 and $15,000 in 2012 in connection with our Corporate Integrity
Agreement with the Office of Inspector General of the United States Department of Health and Human Services
regarding the previously-disclosed investigation into certain of our past sales and marketing practices relating to our
NC-stat System and $1,800 in both years for a software subscription used to review accounting literature.
Tax Fees
There were no tax fees for PricewaterhouseCoopers LLP in 2013 and 2012.

Pre-Approval Policies and Procedures

The Audit Committee approved all audit and non-audit services provided to us by PricewaterhouseCoopers LLP
during the 2013 and 2012 fiscal years.

34
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STOCKHOLDER PROPOSALS

Any stockholder proposals submitted pursuant to Exchange Act Rule 14a-8 for inclusion in our proxy statement and
form of proxy for our 2014 annual meeting must be received by us on or before December 9, 2013 in order to be
considered for inclusion in our proxy statement and form of proxy. Such proposals must also comply with the
requirements as to form and substance established by the SEC if such proposals are to be included in the proxy
statement and form of proxy. Any such proposal should be mailed to: NeuroMetrix, Inc., 62 Fourth Avenue, Waltham,
Massachusetts 02451, Attention: Secretary.

Stockholder proposals to be presented at our 2015 annual meeting, other than stockholder proposals submitted
pursuant to Exchange Act Rule 14a-8 for inclusion in our proxy statement and form of proxy for our 2015 annual
meeting, must be presented and received in accordance with the provisions of our by-laws. Our by-laws state that the
stockholder must provide timely written notice of any nomination or proposal and supporting documentation. A
stockholder s notice will be timely if received by us at our principal executive office not less than 90 days (or February
5, 2015) nor more than 120 days (or January 6, 2015) prior to the anniversary date of the immediately preceding
annual meeting (the Anniversary Date ); provided, however, that in the event the annual meeting is scheduled to be
held on a date more than 30 days before the Anniversary Date (or April 6, 2015) or more than 60 days after the
Anniversary Date (or July 5, 2015), a stockholder s notice shall be timely if received by us at its principal executive
office not later than the close of business on the later of (1) the 90t day prior to the scheduled date of such annual
meeting or (2) the 10t day following the day on which public announcement of the date of such annual meeting is
first made by us. In the event that the number of directors to be elected to our Board of Directors is increased and there
is no public announcement naming all of the nominees for director or specifying the size of the increased Board of
Directors made by us at least 85 days prior to the first anniversary of the preceding year s annual meeting, a
stockholder s notice will also be considered timely, but only with respect to nominees for any new positions created by
such increase, if it is delivered to us at our principal executive offices not later than the close of business on the 10t
day following the day on which such public announcement is first made by us. Proxies solicited by our Board of
Directors will confer discretionary voting authority with respect to these proposals, subject to SEC rules and
regulations governing the exercise of this authority. Any such proposals shall be mailed to: NeuroMetrix, Inc., 62
Fourth Avenue, Waltham, Massachusetts 02451, Attention: Secretary.

EXPENSES AND SOLICITATION

The cost of solicitation of proxies will be borne by us, and in addition to soliciting stockholders by mail through our
regular employees, we may request banks, brokers, and other custodians, nominees and fiduciaries to solicit their
customers who have stock of our company registered in the names of a nominee and, if so, we will reimburse such
banks, brokers, and other custodians, nominees and fiduciaries for their reasonable out-of-pocket costs. Solicitation by
our officers and employees may also be made of some stockholders in person or by mail, telephone, e-mail, or other
form of electronic communication following the original solicitation. We have engaged Alliance Advisors LLC

( Alliance ) to advise us on certain proposals in this proxy statement. We may engage them to assist with the
solicitation of proxies for the Annual Meeting. We expect to pay Alliance approximately $5,500 for their advisory
services.

MULTIPLE STOCKHOLDERS SHARING THE SAME
ADDRESS

MULTIPLE STOCKHOLDERS SHARING THE SAME ADDRESS 33
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Owners of common stock in street name may receive a notice from their broker or bank stating that only one annual
report or proxy statement will be delivered to multiple security holders sharing an address. This practice, known as
householding, is designed to reduce printing and postage costs. However, if any stockholder residing at such an
address wishes to receive a separate annual report or proxy statement, the Corporation will promptly deliver a separate
copy to any stockholder upon written or oral request to the Corporation s investor relations department at NeuroMetrix,
Inc, 62 Fourth Avenue, Waltham, MA 02451 or by telephone at (781) 890-9989 or by e-mail at
neurometrix.ir @neurometrix.com.
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SECTION 16(A) BENEFICIAL OWNERSHIP
REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors and executive officers and
holders of more than 10% of our common stock (collectively, Reporting Persons ) to file with the SEC initial reports of
ownership and reports of changes in ownership of our common stock. Such Reporting Persons are required by
regulations of the SEC to furnish us with copies of all such filings. Our records reflect that all reports which were
required to be filed pursuant to Section 16(a) of the Securities Exchange Act of 1934, as amended, were filed on a
timely basis except that five Forms 4 were not filed on a timely basis as a result of administrative error for one
transaction for each of Krishnamurthy Balachandran, Guy Daniello, Dr. Shai N. Gozani, Thomas T. Higgins, and Dr.
Michael Williams in connection with the surrender of restricted shares upon vesting of such restricted shares to pay
taxes. We received a written statement from our directors, officers, and 10% stockholders or know from other means
that any required Forms 5 were filed or that no Forms 5 were required to be filed.

Waltham, Massachusetts
April 7, 2014

Our Annual Report on Form 10-K, which includes our financial statements, for the fiscal year ended December
31, 2013, and which provides additional information about us can be found on the website of the Securities and
Exchange Commission at www.sec.gov. It is also available on our website at www.neurometrix.com. You may
obtain a printed copy of our Annual Report on Form 10-K, including our financial statements, free of charge,
from us by sending a written request to: Attention: Secretary, NeuroMetrix, Inc, 62 Fourth Avenue, Waltham,
MA 02451. Exhibits will be provided upon written request and payment of an appropriate processing fee.
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Appendix A

NEUROMETRIX, INC.
SIXTH AMENDED AND RESTATED
2004 STOCK OPTION AND INCENTIVE PLAN

SECTION 1. GENERAL PURPOSE OF THE PLAN; DEFINITIONS
The name of the plan is the NeuroMetrix, Inc. Sixth Amended and Restated 2004 Stock Option and Incentive Plan
(the Plan ). The purpose of the Plan is to encourage and enable the officers, employees, Non-Employee Directors and
other key persons (including consultants and prospective employees) of NeuroMetrix, Inc. (the Company ) and its
Subsidiaries upon whose judgment, initiative and efforts the Company largely depends for the successful conduct of
its business to acquire a proprietary interest in the Company. It is anticipated that providing such persons with a direct
stake in the Company s welfare will assure a closer identification of their interests with those of the Company, thereby
stimulating their efforts on the Company s behalf and strengthening their desire to remain with the Company.
The following terms shall be defined as set forth below:
Act means the Securities Act of 1933, as amended, and the rules and regulations thereunder.
Administrator 1is defined in Section 2(a).
Award or Awards, except where referring to a particular category of grant under the Plan, shall include Incentive
Stock Options, Non-Qualified Stock Options, Stock Appreciation Rights, Deferred Stock Awards, Restricted Stock
Awards, Unrestricted Stock Awards and Dividend Equivalent Rights.
Board means the Board of Directors of the Company.

Cash-Based Award means an Award entitling the recipient to receive a cash-denominated payment.

Code means the Internal Revenue Code of 1986, as amended, and any successor Code, and related rules, regulations
and interpretations.

Committee means the Compensation Committee of the Board or a similar committee performing the functions of the
Compensation Committee and that is comprised of not less than two Non-Employee Directors who are independent.

Covered Employee means an employee who is a Covered Employee within the meaning of Section 162(m) of the
Code.

Deferred Stock Award means Awards granted pursuant to Section 8.
Dividend Equivalent Right means Awards granted pursuant to Section 12.
Effective Date means the date on which the Plan is approved by stockholders as set forth in Section 19.

Exchange Act means the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder.

NEUROMETRIX, INC. SIXTH AMENDED AND RESTATED 2004 STOCK OPTION AND INCENTIVE PLABI



Edgar Filing: EPAM Systems, Inc. - Form 10-Q

Fair Market Value of the Stock on any given date means the fair market value of the Stock determined in good faith
by the Administrator; provided, however, that if the Stock is traded on a national securities exchange the Fair Market
Value of the Stock will equal the closing sales price as reported on the principal exchange or market for the Stock on
such date. If there is no trading on such date, the determination shall be made by reference to the last date preceding

such date for which there was trading.

Incentive Stock Option means any Stock Option designated and qualified as an incentive stock option as defined in
Section 422 of the Code.

Non-Employee Director means a member of the Board who is not also an employee of the Company or any
Subsidiary.

Non-Qualified Stock Option means any Stock Option that is not an Incentive Stock Option.
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Option or Stock Option means any option to purchase shares of Stock granted pursuant to Section 5.
Performance Cycle means one or more periods of time, which may be of varying and overlapping durations, as the
Administrator may select, over which the attainment of one or more performance criteria will be measured for the
purpose of determining a grantee s right to and the payment of a Restricted Stock Award or Deferred Stock Award.
Each such period shall not be less than three months.
Restricted Stock Award means Awards granted pursuant to Section 7.

Section 409A means Section 409A of the Code and the regulations and other guidance promulgated thereunder.

Stock means the Common Stock, par value $0.0001 per share, of the Company, subject to adjustments pursuant to
Section 3.

Stock Appreciation Right means any Award granted pursuant to Section 6.

Subsidiary means any corporation or other entity (other than the Company) in which the Company has a controlling
interest, either directly or indirectly.

Unrestricted Stock Award means any Award granted pursuant to Section 9.

SECTION 2. ADMINISTRATION OF PLAN; ADMINISTRATOR AUTHORITY TO SELECT GRANTEES AND DETERMINE
AWARDS

(a) Committee. The Plan shall be administered by the Compensation Committee (the Administrator ).

(b) Powers of Administrator. The Administrator shall have the power and authority to grant Awards consistent with
the terms of the Plan, including the power and authority:

(1) to select the individuals to whom Awards may from time to time be granted;

(ii) to determine the time or times of grant, and the extent, if any, of Incentive Stock Options, Non-Qualified Stock
Options, Stock Appreciation Rights, Restricted Stock Awards, Deferred Stock Awards, Unrestricted Stock Awards
and Dividend Equivalent Rights, or any combination of the foregoing, granted to any one or more grantees;

(iii) to determine the number of shares of Stock to be covered by any Award;

(iv) to determine and modify from time to time the terms and conditions, including restrictions, not inconsistent with
the terms of the Plan, of any Award, which terms and conditions may differ among individual Awards and grantees,
and to approve the form of written instruments evidencing the Awards;

(v) to accelerate at any time the exercisability or vesting of all or any portion of any Award;

(vi) subject to the provisions of Section 5(a)(ii), to extend at any time the period in which Stock Options may be
exercised; and

(vii) at any time to adopt, alter and repeal such rules, guidelines and practices for administration of the Plan and for its

own acts and proceedings as it shall deem advisable; to interpret the terms and provisions of the Plan and any Award
(including related written instruments); to make all determinations it deems advisable for the administration of the
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Plan; to decide all disputes arising in connection with the Plan; and to otherwise supervise the administration of the
Plan.

All decisions and interpretations of the Administrator shall be binding on all persons, including the Company and Plan
grantees.

(¢) Delegation of Authority to Grant Awards. The Administrator, in its discretion, may delegate to the Chief
Executive Officer of the Company all or part of the Administrator s authority and duties with respect to the granting of
Awards, to individuals who are not subject to the reporting and other provisions of Section 16 of the Exchange Act or

covered employees within the meaning of Section 162(m) of the
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Code. Any such delegation by the Administrator shall include a limitation as to the amount of Awards that may be
granted during the period of the delegation and shall contain guidelines as to the determination of the exercise price of
any Stock Option or Stock Appreciation Right, the conversion ratio or price of other Awards and the vesting criteria.
The Administrator may revoke or amend the terms of a delegation at any time but such action shall not invalidate any

prior actions of the Administrator s delegate or delegates that were consistent with the terms of the Plan.

(d) Indemnification. Neither the Board nor the Committee, nor any member of either or any delegatee thereof, shall
be liable for any act, omission, interpretation, construction or determination made in good faith in connection with the
Plan, and the members of the Board and the Committee (and any delegatee thereof) shall be entitled in all cases to
indemnification and reimbursement by the Company in respect of any claim, loss, damage or expense (including,
without limitation, reasonable attorneys fees) arising or resulting therefrom to the fullest extent permitted by law
and/or under the Company s organizational documents or any directors and officers liability insurance coverage which
may be in effect from time to time and/or any indemnification agreement between such individual and the Company.

SECTION 3. STOCK ISSUABLE UNDER THE PLAN; MERGERS; SUBSTITUTION

(a) Stock Issuable. Subject to adjustment as provided in Section 3(b), the maximum number of shares of Stock
reserved and available for issuance under the Plan shall be 1,276,279 shares of Stock, which number includes the
22,917 shares originally reserved under the Plan, plus 3,361 shares added pursuant to an evergreen provision in 2004
and 2005, plus 27,778 shares added to the Plan in 2006, 27,778 shares added to the Plan in 2008, 27,778 shares added
to the Plan in 2009, 166,667 shares added to the Plan in 2011, 300,000 shares added to the Plan in 2013 and 700,000
shares added to the Plan in 2014. ! For purposes of this limitation, the shares of Stock underlying any Awards that are
forfeited, canceled or otherwise terminated (other than by exercise) shall be added back to the shares of Stock
available for issuance under the Plan. Shares tendered or held back upon exercise of an Option or settlement of an
Award to cover the exercise price or tax withholding shall not be available for future issuance under the Plan. In
addition, upon exercise of Stock Appreciation Rights, the gross number of shares exercised shall be deducted from the
total number of shares remaining available for issuance under the Plan.

Subject to such overall limitations, shares of Stock may be issued up to such maximum number pursuant to any type

or types of Award; provided, however, that Stock Options or Stock Appreciation Rights with respect to no more than

150,000 shares of Stock may be granted to any one individual grantee during any one calendar year period. The shares

available for issuance under the Plan may be authorized but unissued shares of Stock or shares of Stock reacquired by
the Company.

(b) Changes in Stock. Subject to Section 3(c) hereof, if, as a result of any reorganization, recapitalization,
reclassification, stock dividend, stock split, reverse stock split or other similar change in the Company s capital stock,
the outstanding shares of Stock are increased or decreased or are exchanged for a different number or kind of shares or
other securities of the Company, or additional shares or new or different shares or other securities of the Company or
other non-cash assets are distributed with respect to such shares of Stock or other securities, or, if, as a result of any
merger or consolidation, sale of all or substantially all of the assets of the Company, the outstanding shares of Stock
are converted into or exchanged for a different number or kind of securities of the Company or any successor entity
(or a parent or subsidiary thereof), the Administrator shall make an appropriate or proportionate adjustment in i) the
maximum number of shares reserved for issuance under the Plan, including the maximum number of shares that may
be issued in the form of Unrestricted Stock Awards, Restricted Stock Awards or Deferred Stock Awards, (ii) the
number of Stock Options or Stock Appreciation Rights that can be granted to any one individual grantee and the
maximum number of shares that may be granted under a Performance-based Award, (iii) the number and kind of
shares or other securities subject to any then
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The number of shares reserved and available for issuance under the Plan, as well as all other share numbers in the
1Plan have been adjusted to reflect the one-for-four reverse stock split on July 15, 2004, the one-for-six reverse stock
split on September 1, 2011, and the one-for-six reverse stock split on February 15, 2013
A-3
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outstanding Awards under the Plan, (iv) the repurchase price, if any, per share subject to each outstanding Restricted
Stock Award, (v) the number of Stock Options automatically granted to Non-Employee Directors, and (vi) the price
for each share subject to any then outstanding Stock Options and Stock Appreciation Rights under the Plan, without
changing the aggregate exercise price (i.e., the exercise price multiplied by the number of Stock Options and Stock
Appreciation Rights) as to which such Stock Options and Stock Appreciation Rights remain exercisable. The
adjustment by the Administrator shall be final, binding and conclusive. No fractional shares of Stock shall be issued
under the Plan resulting from any such adjustment, but the Administrator in its discretion may make a cash payment in
lieu of fractional shares.

The Administrator shall also adjust the number of shares subject to outstanding Awards and the exercise price and the
terms of outstanding Awards to take into consideration material changes in accounting practices or principles,
extraordinary dividends, acquisitions or dispositions of stock or property or any other event if it is determined by the
Administrator that such adjustment is appropriate to avoid distortion in the operation of the Plan, provided that no
such adjustment shall be made in the case of an Incentive Stock Option, without the consent of the grantee, if it would
constitute a modification, extension or renewal of the Option within the meaning of Section 424(h) of the Code.

(c) Mergers and Other Transactions. In the case of and subject to the consummation of (i) the dissolution or
liquidation of the Company, (ii) the sale of all or substantially all of the assets of the Company on a consolidated basis
to an unrelated person or entity, (iii) a merger, reorganization or consolidation in which the outstanding shares of
Stock are converted into or exchanged for a different kind of securities of the successor entity and the holders of the

Company s outstanding voting power immediately prior to such transaction do not own a majority of the outstanding
voting power of the successor entity immediately upon completion of such transaction, or (iv) the sale of all of the
Stock of the Company to an unrelated person or entity (in each case, a Sale Event ), the Plan and all outstanding
Awards granted hereunder shall terminate, unless provision is made in connection with the Sale Event in the sole
discretion of the parties thereto for the assumption or continuation of Awards theretofore granted by the successor
entity, or the substitution of such Awards with new Awards of the successor entity or parent thereof, with appropriate
adjustment as to the number and kind of shares and, if appropriate, the per share exercise prices, as such parties shall
agree. In the event of such termination, all Options and Stock Appreciation Rights that are not exercisable
immediately prior to the effective time of the Sale Event shall become fully exercisable as of the effective time of the
Sale Event and all other Awards shall become fully vested and nonforfeitable as of the effective time of the Sale
Event, except as the Administrator may otherwise specify with respect to particular Awards in the relevant Award
documentation, and each grantee shall be permitted, within a specified period of time prior to the consummation of the
Sale Event as determined by the Administrator, to exercise all outstanding Options and Stock Appreciation Rights
held by such grantee, including those that will become exercisable upon the consummation of the Sale Event;
provided, however, that the exercise of Options and Stock Appreciation Rights not exercisable prior to the Sale Event
shall be subject to the consummation of the Sale Event.

Notwithstanding anything to the contrary in this Section 3(c), in the event of a Sale Event pursuant to which holders of
the Stock of the Company will receive upon consummation thereof a cash payment for each share surrendered in the
Sale Event, the Company shall have the right, but not the obligation, to make or provide for a cash payment to the
grantees holding Options and Stock Appreciation Rights, in exchange for the cancellation thereof, in an amount equal
to the difference between (A) the value as determined by the Administrator of the consideration payable per share of
Stock pursuant to the Sale Event (the Sale Price ) times the number of shares of Stock subject to outstanding Options
and Stock Appreciation Rights (to the extent then exercisable at prices not in excess of the Sale Price) and (B) the
aggregate exercise price of all such outstanding Options and Stock Appreciation Rights.

(d) Substitute Awards. The Administrator may grant Awards under the Plan in substitution for stock and stock based
awards held by employees, directors or other key persons of another corporation in connection with the merger or
consolidation of the employing corporation with the Company or a Subsidiary or the acquisition by the Company or a
Subsidiary of property or stock of the employing
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corporation. The Administrator may direct that the substitute awards be granted on such terms and conditions as the
Administrator considers appropriate in the circumstances. Any substitute Awards granted under the Plan shall not
count against the share limitation set forth in Section 3(a).

SECTION 4. ELIGIBILITY

Grantees under the Plan will be such full or part-time officers and other employees, Non-Employee Directors and key
persons (including consultants and prospective employees) of the Company and its Subsidiaries as are selected from
time to time by the Administrator in its sole discretion.

SECTION 5. STOCK OPTIONS
Any Stock Option granted under the Plan shall be in such form as the Administrator may from time to time approve.

Stock Options granted under the Plan may be either Incentive Stock Options or Non-Qualified Stock Options.
Incentive Stock Options may be granted only to employees of the Company or any Subsidiary that is a subsidiary
corporation within the meaning of Section 424(f) of the Code. To the extent that any Option does not qualify as an
Incentive Stock Option, it shall be deemed a Non-Qualified Stock Option.

(a) Stock Options Granted to Employees and Key Persons. The Administrator in its discretion may grant Stock
Options to eligible employees and key persons of the Company or any Subsidiary. Stock Options granted pursuant to
this Section 5(a) shall be subject to the following terms and conditions and shall contain such additional terms and
conditions, not inconsistent with the terms of the Plan, as the Administrator shall deem desirable. If the Administrator
so determines, Stock Options may be granted in lieu of cash compensation at the optionee s election, subject to such

terms and conditions as the Administrator may establish.

(i) Exercise Price. The exercise price per share for the Stock covered by a Stock Option granted pursuant to this
Section 5(a) shall be determined by the Administrator at the time of grant but shall not be less than 100 percent of the
Fair Market Value on the date of grant. If an employee owns or is deemed to own (by reason of the attribution rules of

Section 424(d) of the Code) more than 10 percent of the combined voting power of all classes of stock of the
Company or any parent or subsidiary corporation and an Incentive Stock Option is granted to such employee, the
option price of such Incentive Stock Option shall be not less than 110 percent of the Fair Market Value on the grant
date.

(ii) Option Term. The term of each Stock Option shall be fixed by the Administrator, but no Stock Option shall be

exercisable more than 10 years after the date the Stock Option is granted. If an employee owns or is deemed to own

(by reason of the attribution rules of Section 424(d) of the Code) more than 10 percent of the combined voting power
of all classes of stock of the Company or any parent or subsidiary corporation and an Incentive Stock Option is
granted to such employee, the term of such Stock Option shall be no more than five years from the date of grant.

(iii) Exercisability; Rights of a Stockholder. Stock Options shall become exercisable at such time or times, whether

or not in installments, as shall be determined by the Administrator at or after the grant date. The Administrator may at
any time accelerate the exercisability of all or any portion of any Stock Option. An optionee shall have the rights of a
stockholder only as to shares acquired upon the exercise of a Stock Option and not as to unexercised Stock Options.
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(iv) Method of Exercise. Stock Options may be exercised in whole or in part, by giving written notice of exercise to
the Company, specifying the number of shares to be purchased. Payment of the purchase price may be made by one or
more of the following methods to the extent provided in the Option Award agreement:

(A) In cash, by certified or bank check or other instrument acceptable to the Administrator;

(B) Through the delivery (or attestation to the ownership) of shares of Stock that have been purchased by the optionee
on the open market or that have been beneficially owned by the optionee for at least six months and are not then
subject to restrictions under any Company plan. Such surrendered shares shall be valued at Fair Market Value on the
exercise date; or

(C) By the optionee delivering to the Company a properly executed exercise notice together with irrevocable
instructions to a broker to promptly deliver to the Company cash or a check payable and acceptable to the Company
for the purchase price; provided that in the event the optionee chooses to pay the purchase price as so provided, the

optionee and the broker shall comply with such procedures and enter into such agreements of indemnity and other
agreements as the Administrator shall prescribe as a condition of such payment procedure.

Payment instruments will be received subject to collection. The transfer to the optionee on the records of the
Company or of the transfer agent of the shares of Stock to be purchased pursuant to the exercise of a Stock Option
will be contingent upon receipt from the optionee (or a purchaser acting in his stead in accordance with the provisions
of the Stock Option) by the Company of the full purchase price for such shares and the fulfillment of any other
requirements contained in the Option Award agreement or applicable provisions of laws (including the satisfaction of
any withholding taxes that the Company is obligated to withhold with respect to the optionee). In the event an
optionee chooses to pay the purchase price by previously-owned shares of Stock through the attestation method, the
number of shares of Stock transferred to the optionee upon the exercise of the Stock Option shall be net of the number
of attested shares. In the event that the Company establishes, for itself or using the services of a third party, an
automated system for the exercise of Stock Options, such as a system using an Internet website or interactive voice
response, then the paperless exercise of Stock Options may be permitted through the use of such an automated system.

(v) Annual Limit on Incentive Stock Options. To the extent required for incentive stock option treatment under
Section 422 of the Code, the aggregate Fair Market Value (determined as of the time of grant) of the shares of Stock
with respect to which Incentive Stock Options granted under this Plan and any other plan of the Company or its parent
and subsidiary corporations become exercisable for the first time by an optionee during any calendar year shall not
exceed $100,000. To the extent that any Stock Option exceeds this limit, it shall constitute a Non-Qualified Stock
Option.

(b) Non-transferability of Options. No Stock Option shall be transferable by the optionee otherwise than by will or

by the laws of descent and distribution and all Stock Options shall be exercisable, during the optionee s lifetime, only
by the optionee, or by the optionee s legal representative or guardian in the event of the optionee s incapacity.
Notwithstanding the foregoing, the Administrator, in its sole discretion, may provide in the Award agreement
regarding a given Option that the optionee may transfer his Non-Qualified Stock Options to members of his

immediate family, to trusts for the benefit of such family members, or to partnerships in which such family members

are the only partners, provided that the transferee agrees in writing with the Company to be bound by all of the terms

and conditions of this Plan and the applicable Option.

SECTION 6. STOCK APPRECIATION RIGHTS

(a) Nature of Stock Appreciation Rights. A Stock Appreciation Right is an Award entitling the recipient to receive
shares of Stock having a value equal to the excess of the Fair Market Value of the Stock on the date of exercise over
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the exercise price of the Stock Appreciation Right, which price shall not be less than 100 percent of the Fair Market
Value of the Stock on the date of grant multiplied by the number of shares of Stock with respect to which the Stock
Appreciation Right shall have been exercised.

(b) Grant and Exercise of Stock Appreciation Rights. Stock Appreciation Rights may be granted by the
Administrator independently of any Stock Option granted pursuant to Section 5 of the Plan.
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(c) Terms and Conditions of Stock Appreciation Rights. Stock Appreciation Rights shall be subject to such terms and
conditions as shall be determined from time to time by the Administrator, provided that all Stock Appreciation Rights
shall be exercisable during the grantee s lifetime only by the grantee or the grantee s legal representative.

(d) Stock Appreciation Rights Term. The term of each Stock Appreciation Right shall be fixed by the Administrator,
but no Stock Appreciation Right shall be exercisable more than ten years after the date the Stock Appreciation Right is
granted.

SECTION 7. RESTRICTED STOCK AWARDS

(a) Nature of Restricted Stock Awards. A Restricted Stock Award is an Award entitling the recipient to acquire, at
such purchase price (which may be zero) as determined by the Administrator, shares of Stock subject to such
restrictions and conditions as the Administrator may determine at the time of grant ( Restricted Stock ). Conditions may
be based on continuing employment (or other service relationship) and/or achievement of pre-established performance
goals and objectives. The grant of a Restricted Stock Award is contingent on the grantee executing the Restricted
Stock Award agreement. The terms and conditions of each such agreement shall be determined by the Administrator,
and such terms and conditions may differ among individual Awards and grantees.

(b) Rights as a Stockholder. Upon execution of a written instrument setting forth the Restricted Stock Award and
payment of any applicable purchase price, a grantee shall have the rights of a stockholder with respect to the voting of
the Restricted Stock, subject to such conditions contained in the written instrument evidencing the Restricted Stock
Award. Unless the Administrator shall otherwise determine, (i) uncertificated Restricted Stock shall be accompanied
by a notation on the records of the Company or the transfer agent to the effect that they are subject to forfeiture until
such Restricted Stock are vested as provided in Section 7(d) below, and (ii) certificated Restricted Stock shall remain
in the possession of the Company until such Restricted Stock is vested as provided in Section 7(d) below, and the
grantee shall be required, as a condition of the grant, to deliver to the Company such instruments of transfer as the
Administrator may prescribe.

(c) Restrictions. Restricted Stock may not be sold, assigned, transferred, pledged or otherwise encumbered or
disposed of except as specifically provided herein or in the Restricted Stock Award agreement. Except as may
otherwise be provided by the Administrator either in the Award agreement or, subject to Section 15 below, in writing
after the Award agreement is issued, if any, if a grantee s employment (or other service relationship) with the
Company and its Subsidiaries terminates for any reason, any Restricted Stock that has not vested at the time of
termination shall automatically and without any requirement of notice to such grantee from or other action by or on
behalf of, the Company be deemed to have been reacquired by the Company at its original purchase price from such
grantee or such grantee s legal representative simultaneously with such termination of employment (or other service

relationship), and thereafter shall cease to represent any ownership of the Company by the grantee or rights of the
grantee as a shareholder. Following such deemed reacquisition of unvested Restricted Stock that are represented by
physical certificates, grantee shall surrender such certificates to the Company upon request without consideration.

(d) Vesting of Restricted Stock. The Administrator at the time of grant shall specify the date or dates and/or the
attainment of pre-established performance goals, objectives and other conditions on which the non-transferability of
the Restricted Stock and the Company s right of repurchase or forfeiture shall lapse. Subsequent to such date or dates
and/or the attainment of such pre-established performance goals, objectives and other conditions, the shares on which
all restrictions have lapsed shall no longer be Restricted Stock and shall be deemed vested. Except as may otherwise
be provided by the Administrator either in the Award agreement or, subject to Section 15 below, in writing after the

Award agreement is issued, a grantee s rights in any shares of Restricted Stock that have not vested shall automatically
terminate upon the grantee s termination of employment (or other service relationship) with the Company and its
Subsidiaries and such shares shall be subject to the provisions of Section 7(c) above.
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SECTION 8. DEFERRED STOCK AWARDS

(a) Nature of Deferred Stock Awards. A Deferred Stock Award is an Award of phantom stock units to a grantee,
subject to restrictions and conditions as the Administrator may determine at the time of grant. Conditions may be

based on continuing employment (or other service relationship) and/or achievement of pre-established performance

goals and objectives. The grant of a Deferred Stock Award is contingent on the grantee executing the Deferred Stock
Award agreement. The terms and conditions of each such agreement shall be determined by the Administrator, and
such terms and conditions may differ among individual Awards and grantees. At the end of the deferral period, the
Deferred Stock Award, to the extent vested, shall be paid to the grantee in the form of shares of Stock. To the extent

that a Deferred Stock Award is subject to Section 409A, it may contain such additional terms and conditions as the
Administrator shall determine in its sole discretion in order for such Award to comply with the requirements of

Section 409A.

(b) Election to Receive Deferred Stock Awards in Lieu of Compensation. The Administrator may, in its sole
discretion, permit a grantee to elect to receive a portion of the cash compensation or Restricted Stock Award otherwise

due to such grantee in the form of a Deferred Stock Award. Any such election shall be made in writing and shall be
delivered to the Company no later than the date specified by the Administrator and in accordance with Section 409A
and such other rules and procedures established by the Administrator. The Administrator shall have the sole right to
determine whether and under what circumstances to permit such elections and to impose such limitations and other
terms and conditions thereon as the Administrator deems appropriate.

(c) Rights as a Stockholder. During the deferral period, a grantee shall have no rights as a stockholder; provided,
however, that the grantee may be credited with Dividend Equivalent Rights with respect to the phantom stock units
underlying his Deferred Stock Award, subject to such terms and conditions as the Administrator may determine.

(d) Restrictions. A Deferred Stock Award may not be sold, assigned, transferred, pledged or otherwise encumbered
or disposed of during the deferral period.

(e) Termination. Except as may otherwise be provided by the Administrator either in the Award agreement or,
subject to Section 15 below, in writing after the Award agreement is issued, a grantee s right in all Deferred Stock
Awards that have not vested shall automatically terminate upon the grantee s termination of employment (or cessation

of service relationship) with the Company and its Subsidiaries for any reason.

SECTION 9. UNRESTRICTED STOCK AWARDS

Grant or Sale of Unrestricted Stock. The Administrator may, in its sole discretion, grant (or sell at par value or such
higher purchase price determined by the Administrator) an Unrestricted Stock Award to any grantee pursuant to which
such grantee may receive shares of Stock free of any restrictions ( Unrestricted Stock ) under the Plan. Unrestricted
Stock Awards may be granted in respect of past services or other valid consideration, or in lieu of cash compensation
due to such grantee.

SECTION 10. CASH-BASED AWARDS

The Administrator mays, in its sole discretion, grant Cash-Based Awards to any grantee in such number or amount and
upon such terms, and subject to such conditions, as the Administrator shall determine at the time of grant. The
Administrator shall determine the maximum duration of the Cash-Based Award, the amount of cash to which the
Cash-Based Award pertains, the conditions upon which the Cash-Based Award shall become vested or payable, and
such other provisions as the Administrator shall determine. Each Cash-Based Award shall specify a cash-denominated

payment amount, formula or payment ranges as determined by the Administrator. Payment, if any, with respect to a
49
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Cash-Based Award shall be made in accordance with the terms of the Award and may be made in cash or in shares of
Stock, as the Administrator determines.
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SECTION 11. PERFORMANCE-BASED AWARDS TO COVERED EMPLOYEES

Notwithstanding anything to the contrary contained herein, if any Restricted Stock Award, Cash-Based Award or
Deferred Stock Award granted to a Covered Employee is intended to qualify as Performance-based Compensation
under Section 162(m) of the Code and the regulations promulgated thereunder (a Performance-based Award ), such

Award shall comply with the provisions set forth below:

(a) Performance Criteria. The Administrator shall define in an objective fashion the manner of calculating the
Performance Criteria it selects to use for any Performance Cycle. The Administrator, in its discretion, may adjust or
modify the calculation of Performance Goals for such Performance Cycle in order to prevent the dilution or
enlargement of the rights of an individual (x) in the event of, or in anticipation of, any unusual or extraordinary
corporate item, transaction, event or development, (y) in recognition of, or in anticipation of, any other unusual or
nonrecurring events affecting the Company, or the financial statements of the Company, or (z) in response to, or in
anticipation of, changes in applicable laws, regulations, accounting principles, or business conditions provided
however, that the Administrator may not exercise such discretion in a manner that would increase the
Performance-Based Award granted to a Covered Employee. The performance criteria used in performance goals
governing Performance-based Awards granted to Covered Employees may include any or all of the following: (i)
return on equity, assets, capital or investment: (ii) pre-tax or after-tax profit levels; (iii) cash flow, funds from
operations or similar measure; (iv) total shareholder return; (v) changes in the market price of the Stock; (vi) revenues,
sales or market share; (vii) net income (loss) or earnings per share; (viii) computer support availability; (ix) expense
margins or operating efficiency (including budgeted spending limits) or (x) project development milestones, any of
which may relate to the Company or any Subsidiary, division, operating unit or business segment of the Company, or
any combination of the foregoing, and may be measured either in absolute terms or as compared to any incremental
increase or as compared to results of a peer group and, for financial measures, may be based on numbers calculated in
accordance with U.S. generally accepted accounting principles or on an as adjusted basis.

(b) Grant of Performance-based Awards. With respect to each Performance-based Award granted to a Covered
Employee, the Committee shall select, within the first 90 days of a Performance Cycle (or, if shorter, within the
maximum period allowed under Section 162(m) of the Code) the performance criteria for such grant, and the
achievement targets with respect to each performance criterion (including a threshold level of performance below
which no amount will become payable with respect to such Award). Each Performance-based Award will specify the
amount payable, or the formula for determining the amount payable, upon achievement of the various applicable
performance targets. The performance criteria established by the Committee may be (but need not be) different for
each Performance Cycle and different goals may be applicable to Performance-based Awards to different Covered
Employees.

(c) Payment of Performance-based Awards. Following the completion of a Performance Cycle, the Committee shall
meet to review and certify in writing whether, and to what extent, the performance criteria for the Performance Cycle
have been achieved and, if so, to also calculate and certify in writing the amount of the Performance-based Awards

earned for the Performance Cycle. The Committee shall then determine the actual size of each Covered Employee s
Performance-based Award, and, in doing so, may reduce or eliminate the amount of the Performance-based Award for
a Covered Employee if, in its sole judgment, such reduction or elimination is appropriate.

(d) Maximum Award Payable. The maximum Performance-based Award payable to any one Covered Employee

under the Plan for a Performance Cycle is 150,000 Shares (subject to adjustment as provided in Section 3(b) hereof)
or $1,000,000 in the case of a Performance-Based Award that is a Cash-Based Award.
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SECTION 12. DIVIDEND EQUIVALENT RIGHTS

(a) Dividend Equivalent Rights. A Dividend Equivalent Right is an Award entitling the grantee to receive credits
based on cash dividends that would have been paid on the shares of Stock specified in the Dividend Equivalent Right
(or other award to which it relates) if such shares had been issued to and held by the grantee. A Dividend Equivalent
Right may be granted hereunder to any grantee only as a component of an Unrestricted Stock Award, a Restricted
Stock Award or a Deferred Stock Award. The
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terms and conditions of Dividend Equivalent Rights shall be specified in the Award agreement. Dividend equivalents
credited to the holder of a Dividend Equivalent Right may be paid currently or may be deemed to be reinvested in
additional shares of Stock, which may thereafter accrue additional equivalents. Any such reinvestment shall be at Fair
Market Value on the date of reinvestment or such other price as may then apply under a dividend reinvestment plan
sponsored by the Company, if any. Dividend Equivalent Rights may be settled in cash or shares of Stock or a
combination thereof, in a single installment or installments. A Dividend Equivalent Right granted as a component of
another Award may provide that such Dividend Equivalent Right shall be settled upon exercise, settlement, or
payment of, or lapse of restrictions on, such other award, and that such Dividend Equivalent Right shall expire or be
forfeited or annulled under the same conditions as such other award. A Dividend Equivalent Right granted as a
component of another Award may also contain terms and conditions different from such other award.

(b) Interest Equivalents. Any Award under this Plan that is settled in whole or in part in cash on a deferred basis may
provide in the grant for interest equivalents to be credited with respect to such cash payment. Interest equivalents may
be compounded and shall be paid upon such terms and conditions as may be specified by the grant.

(c) Termination. Except as may otherwise be provided by the Administrator either in the Award agreement or,
subject to Section 15 below, in writing after the Award agreement is issued, a grantee s rights in all Dividend
Equivalent Rights or interest equivalents granted as a component of another Award that has not vested shall

automatically terminate upon the grantee s termination of employment (or cessation of service relationship) with the
Company and its Subsidiaries for any reason.

SECTION 13. TAX WITHHOLDING

(a) Payment by Grantee. Each grantee shall, no later than the date as of which the value of an Award or of any Stock
or other amounts received thereunder first becomes includable in the gross income of the grantee for Federal income
tax purposes, pay to the Company, or make arrangements satisfactory to the Administrator regarding payment of, any
Federal, state, or local taxes of any kind required by law to be withheld with respect to such income. The Company
and its Subsidiaries shall, to the extent permitted by law, have the right to deduct any such taxes from any payment of
any kind otherwise due to the grantee. The Company s obligation to deliver stock certificates to any grantee is subject
to and conditioned on tax obligations being satisfied by the grantee.

(b) Payment in Stock. Subject to approval by the Administrator, a grantee may elect to have the minimum required
tax withholding obligation satisfied, in whole or in part, by (i) authorizing the Company to withhold from shares of
Stock to be issued pursuant to any Award a number of shares with an aggregate Fair Market Value (as of the date the
withholding is effected) that would satisfy the withholding amount due, or (ii) transferring to the Company shares of
Stock owned by the grantee with an aggregate Fair Market Value (as of the date the withholding is effected) that
would satisfy the withholding amount due.

SECTION 14. TRANSFER, LEAVE OF ABSENCE, ETC.
For purposes of the Plan, the following events shall not be deemed a termination of employment:

(a) a transfer to the employment of the Company from a Subsidiary or from the Company to a Subsidiary, or from one
Subsidiary to another; or

(b) an approved leave of absence for military service or sickness, or for any other purpose approved by the Company,

if the employee s right to re-employment is guaranteed either by a statute or by contract or under the policy pursuant to
which the leave of absence was granted or if the Administrator otherwise so provides in writing.
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SECTION 15. AMENDMENTS AND TERMINATION

The Board may, at any time, amend or discontinue the Plan and the Administrator may, at any time, amend or cancel
any outstanding Award for the purpose of satisfying changes in law or for any other lawful purpose, but no such

action shall adversely affect rights under any outstanding Award without the holder s
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consent. Except as provided in Section 3(b) or 3(c), in no event may the Administrator exercise its discretion to reduce
the exercise price of outstanding Stock Options or Stock Appreciation Rights or effect repricing through cancellation
and re-grants or by exchanging a Stock Option or Stock Appreciation Right for any other Award. To the extent
required under the rules of any securities exchange or market system on which the Stock is listed, to the extent
determined by the Administrator to be required by the Code to ensure that Incentive Stock Options granted under the
Plan are qualified under Section 422 of the Code or to ensure that compensation earned under Awards qualifies as
performance-based compensation under Section 162(m) of the Code, Plan amendments shall be subject to approval by
the Company stockholders entitled to vote at a meeting of stockholders. Nothing in this Section 15 shall limit the
Administrator s authority to take any action permitted pursuant to Section 3(c).

SECTION 16. STATUS OF PLAN

With respect to the portion of any Award that has not been exercised and any payments in cash, Stock or other
consideration not received by a grantee, a grantee shall have no rights greater than those of a general creditor of the
Company unless the Administrator shall otherwise expressly determine in connection with any Award or Awards. In
its sole discretion, the Administrator may authorize the creation of trusts or other arrangements to meet the Company s
obligations to deliver Stock or make payments with respect to Awards hereunder, provided that the existence of such
trusts or other arrangements is consistent with the foregoing sentence.

SECTION 17. SECTION 409A AWARDS

To the extent that any Award is determined to constitute nonqualified deferred compensation within the meaning of
Section 409A (a 409A Award ), the Award shall be subject to such additional rules and requirements as specified by
the Administrator from time to time in order to comply with Section 409A. In this regard, if any amount under a 409A
Award is payable upon a separation from service (within the meaning of Section 409A) to a grantee who is then
considered a specified employee (within the meaning of Section 409A), then no such payment shall be made prior to
the date that is the earlier of (i) six months and one day after the grantee s separation from service, or (ii) the grantee s
death, but only to the extent such delay is necessary to prevent such payment from being subject to interest, penalties
and/or additional tax imposed pursuant to Section 409A. Further, the settlement of any such Award may not be
accelerated except to the extent permitted by Section 409A.

SECTION 18. GENERAL PROVISIONS

(a) No Distribution; Compliance with Legal Requirements. The Administrator may require each person acquiring
Stock pursuant to an Award to represent to and agree with the Company in writing that such person is acquiring the
shares without a view to distribution thereof.

No shares of Stock shall be issued pursuant to an Award until all applicable securities law and other legal and stock
exchange or similar requirements have been satisfied. The Administrator may require the placing of such stop-orders
and restrictive legends on certificates for Stock and Awards as it deems appropriate.

(b) Delivery of Stock Certificates. Stock certificates to grantees under this Plan shall be deemed delivered for all
purposes when the Company or a stock transfer agent of the Company shall have mailed such certificates in the
United States mail, addressed to the grantee, at the grantee s last known address on file with the Company.
Uncertificated Stock shall be deemed delivered for all purposes when the Company or a Stock transfer agent of the
Company shall have given to the grantee by electronic mail (with proof of receipt) or by United States mail, addressed
to the grantee, at the grantee s last known address on file with the Company, notice of issuance and recorded the
issuance in its records (which may include electronic book entry records). Notwithstanding anything herein to the
contrary, the Company shall not be required to issue or deliver any certificates evidencing shares of Stock pursuant to
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the exercise of any Award, unless and until the Administrator has determined, with advice of counsel (to the extent the
Administrator deems such advice necessary or advisable), that the issuance and delivery of such certificates is in
compliance with all applicable laws, regulations of governmental authorities and, if applicable, the requirements of
any exchange on which the shares of Stock are listed, quoted or traded. All Stock certificates delivered pursuant to the
Plan shall be subject to any stop-transfer orders and other restrictions as the Administrator deems necessary or
advisable to comply with federal, state or foreign
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jurisdiction, securities or other laws, rules and quotation system on which the Stock is listed, quoted or traded. The
Administrator may place legends on any Stock certificate to reference restrictions applicable to the Stock. In addition
to the terms and conditions provided herein, the Administrator may require that an individual make such reasonable
covenants, agreements, and representations as the Administrator, in its discretion, deems necessary or advisable in
order to comply with any such laws, regulations, or requirements. The Administrator shall have the right to require
any individual to comply with any timing or other restrictions with respect to the settlement or exercise of any Award,
including a window-period limitation, as may be imposed in the discretion of the Administrator.

(c) Stockholder Rights. Until Stock is deemed delivered in accordance with Section 18(b), no right to vote or receive
dividends or any other rights of a stockholder will exist with respect to shares of Stock to be issued in connection with
an Award, notwithstanding the exercise of a Stock Option or any other action by the grantee with respect to an Award.

(d) Other Compensation Arrangements;, No Employment Rights. Nothing contained in this Plan shall prevent the
Board from adopting other or additional compensation arrangements, including trusts, and such arrangements may be
either generally applicable or applicable only in specific cases. The adoption of this Plan and the grant of Awards do
not confer upon any employee any right to continued employment with the Company or any Subsidiary.

(e) Trading Policy Restrictions. Option exercises and other Awards under the Plan shall be subject to such
Company s insider trading policy and procedures, as in effect from time to time.

(f) Designation of Beneficiary. Each grantee to whom an Award has been made under the Plan may designate a
beneficiary or beneficiaries to exercise any Award or receive any payment under any Award payable on or after the
grantee s death. Any such designation shall be on a form provided for that purpose by the Administrator and shall not
be effective until received by the Administrator. If no beneficiary has been designated by a deceased grantee, or if the
designated beneficiaries have predeceased the grantee, the beneficiary shall be the grantee s estate.

SECTION 19. EFFECTIVE DATE OF PLAN

This Plan shall become effective upon approval by the holders of a majority of the votes cast at a meeting of
stockholders at which a quorum is present. Subject to such approval by the stockholders and to the requirement that no
Stock may be issued hereunder prior to such approval, Stock Options and other Awards may be granted hereunder on
and after adoption of this Plan by the Board. No Incentive Stock Option may be granted under the Plan after the
10-year anniversary of the most recent prior date on which the Plan was approved by the Board of Directors (provided
that the Plan was approved by stockholders within one year of such date) and no other Award may be granted under
the Plan after the 10-year anniversary of the most recent prior date on which the Plan was approved by stockholders.

SECTION 20. GOVERNING LAW

This Plan and all Awards and actions taken thereunder shall be governed by, and construed in accordance with, the
laws of the State of Delaware, applied without regard to conflict of law principles.

DATE APPROVED BY BOARD OF DIRECTORS: MAY 12, 2004
DATE APPROVED BY STOCKHOLDERS: JUNE 18, 2004
DATE AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS: APRIL 16, 2006

DATE AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS: MAY 24, 2006
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DATE SECOND AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS:
APRIL 10, 2008

DATE SECOND AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS:
MAY 22, 2008

DATE THIRD AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS:
APRIL 16, 2009

SECTION 20. GOVERNING LAW
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DATE THIRD AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS: MAY 21, 2009

DATE FOURTH AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS:
MARCH 30, 2012

DATE FOURTH AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS: MAY 14, 2012

DATE FIFTH AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS:
MARCH 4, 2013

DATE FIFTH AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS: MAY 6, 2013

DATE SIXTH AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS:
MARCH 25, 2014

SECTION 20. GOVERNING LAW
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Appendix B

NeuroMetrix, Inc.
SECOND AMENDED AND RESTATED
2010 EMPLOYEE STOCK PURCHASE PLAN

The following constitute the provisions of the Second Amended and Restated 2010 Employee Stock Purchase Plan
(the Plan ) of NeuroMetrix, Inc. (the Company ).

1. Purpose. The purpose of the Plan is to provide Employees of the Company and its Designated Subsidiaries with an
opportunity to purchase Common Stock of the Company. It is the intention of the Company to have the Plan qualify as
an Employee Stock Purchase Plan under Section 423 of the Code. The provisions of the Plan shall, accordingly, be
construed so as to extend and limit participation in a manner consistent with the requirements of that section of the
Code.

2. Definitions.

(a) _Board shall mean the Board of Directors of the Company, or a committee of the Board of Directors named by the
Board to administer the Plan.

(b) _Code shall mean the Internal Revenue Code of 1986, as amended.

(c) _Common Stock shall mean the common stock, $0.0001 par value per share, of the Company.
(d) _Company shall mean NeuroMetrix, Inc. a Delaware corporation.

(e) _Compensation shall mean total cash compensation received by the Employee from the Company or a Designated
Subsidiary that is taxable income for federal income tax purposes, including, payments for overtime, shift premium,
incentive compensation, incentive payments, bonuses, commissions and other compensation received from the
Company or a Designated Subsidiary, but excluding relocation, expense reimbursements, tuition or other
reimbursements and income realized as a result of participation in any stock option, stock purchase or similar plan of
the Company or a Designated Subsidiary.

(f) _Continuous Status as an Employee shall mean the absence of any interruption or termination of service as an
Employee. Continuous Status as an Employee shall not be considered interrupted in the case of a leave of absence
agreed to in writing by the Company, provided that such leave is for a period of not more than 90 days or
reemployment upon the expiration of such leave is guaranteed by contract or statute.

(g) _Contributions shall mean all amounts credited to the account of a participant pursuant to the Plan.

(h) _Designated Subsidiaries shall mean the Subsidiaries which have been designated by the Board from time to time in
its sole discretion as eligible to participate in the Plan.

(i) _Employee shall mean any person who is (a) employed by the Company or one of its Designated Subsidiaries for

tax purposes; (b) customarily employed for at least 20 hours per week and more than five months in a calendar year by
the Company or one of its Designated Subsidiaries; and (c) has completed at least 60 days of employment with the
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Company or one of its Designated Subsidiaries.
(j) _Exercise Date shall mean the last business day of each Offering Period of the Plan.
(k) _Exercise Price shall mean with respect to an Offering Period, an amount equal to 85% of the fair market value (as
defined in paragraph 7(b)) of a share of Common Stock on the Offering Date or on the Exercise Date, whichever is
lower.
(1) _Offering Date shall mean the first business day of each Offering Period of the Plan.
(m) _Offering Period shall mean a period of six months as set forth in paragraph 4 of the Plan.
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(n) _Plan shall mean this Second Amended and Restated NeuroMetrix, Inc. 2010 Employee Stock Purchase Plan.

(o) _Subsidiary shall mean a corporation, domestic or foreign, of which not less than 50% of the voting shares are held
by the Company or a Subsidiary, whether or not such corporation now exists or is hereafter organized or acquired by
the Company or a Subsidiary.

3. Eligibility.

(a) Any person who has been continuously employed as an Employee for 60 days as of the Offering Date of a given
Offering Period shall be eligible to participate in such Offering Period under the Plan and further, subject to the
requirements of paragraph 5(a) and the limitations imposed by Section 423(b) of the Code. All Employees granted
options under the Plan with respect to any Offering Period will have the same rights and privileges under the Plan
except for any differences that may be permitted pursuant to Section 423.

(b) Any provisions of the Plan to the contrary notwithstanding, no Employee shall be granted an option under the Plan
(1) if, immediately after the grant, such Employee (or any other person whose stock would be attributed to such
Employee pursuant to Section 424(d) of the Code) would own stock and/or hold outstanding options to purchase stock
possessing five percent (5%) or more of the total combined voting power or value of all classes of stock of the
Company or of any Subsidiary of the Company, (ii) which permits his or her rights to purchase stock under all
employee stock purchase plans (described in Section 423 of the Code) of the Company and its Subsidiaries to accrue
at a rate which exceeds $25,000 of fair market value of such stock as defined in paragraph 7(b) (determined at the time
such option is granted) for each calendar year in which such option is outstanding at any time, or (iii) to purchase
more than 12,500 shares (subject to any adjustment pursuant to paragraph 18) of Common Stock in any one Offering
Period. Any option granted under the Plan shall be deemed to be modified to the extent necessary to satisfy this
paragraph 3(b).

4. Offering Periods. The Plan shall be implemented by a series of Offering Periods, with a new Offering Period
commencing on January 1 and July 1 of each year or the first business day thereafter (or at such other time or times as
may be determined by the Board). The initial Offering Period shall commence on July 1, 2010.

5. Participation.

(a) An eligible Employee may become a participant in the Plan by completing an Enrollment Form provided by the
Company and filing it with the Company or its designee prior to the applicable Offering Date, unless a later time for
filing the Enrollment Form is set by the Board for all eligible Employees with respect to a given Offering Period. The
Enrollment Form and its submission may be electronic as directed by the Company. The Enrollment Form shall set
forth the percentage of the participant s Compensation (which shall be not less than 1% and not more than 10%) to be
paid as Contributions pursuant to the Plan.

(b) Payroll deductions shall commence with the first payroll following the Offering Date, unless a later time is set by
the Board with respect to a given Offering Period, and shall end on the last payroll paid on or prior to the Exercise
Date of the Offering Period to which the Enrollment Form is applicable, unless sooner terminated as provided in
paragraph 10.

6. Method of Payment of Contributions.

(a) Each participant shall elect to have payroll deductions made on each payroll during the Offering Period in an
amount not less than 1% and not more than 10% of such participant s Compensation on each such payroll; provided
that the aggregate of such payroll deductions during the Offering Period shall not exceed 10% of the participant s

NeuroMetrix, Inc. SECOND AMENDED AND RESTATED 2010 EMPLOYEE STOCK PURCHASE PLAN 62



Edgar Filing: EPAM Systems, Inc. - Form 10-Q

aggregate Compensation during said Offering Period (or such other percentage as the Board may establish from time
to time before an Offering Date). All payroll deductions made by a participant shall be credited to his or her account
under the Plan. A participant may not make any additional payments into such account.
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(b) A participant may discontinue his or her participation in the Plan as provided in paragraph 10, or, on one occasion
only during the Offering Period, may decrease, but may not increase, the rate of his or her Contributions during the
Offering Period by completing and filing with the Company a new Enrollment Form authorizing a change in the
deduction rate. The change in rate shall be effective as of the beginning of the next payroll period following the date
of filing of the new Enrollment Form, if the Enrollment Form is completed at least ten business days prior to such
date, and, if not, as of the beginning of the next succeeding payroll period.

(c) Notwithstanding the foregoing, to the extent necessary to comply with Section 423(b)(8) of the Code and
paragraph 3(b), a participant s payroll deductions may be decreased to 0% at such time during any Offering Period
which is scheduled to end during the current calendar year that the aggregate of all payroll deductions accumulated

with respect to such Offering Period and any other Offering Period ending within the same calendar year equals
$21,250. Payroll deductions shall recommence at the rate provided in such participant s Enrollment Form at the
beginning of the first Offering Period which is scheduled to end in the following calendar year, unless terminated by
the participant as provided in paragraph 10.

7. Grant of Option.

(a) On the Offering Date of each Offering Period, each eligible Employee participating in such Offering Period shall
be granted an option to purchase on the Exercise Date of such Offering Period a number of shares of the Common
Stock determined by dividing such Employee s Contributions accumulated prior to such Exercise Date and retained in
the participant s account as of the Exercise Date by the applicable Exercise Price; provided however, that such
purchase shall be subject to the limitations set forth in paragraphs 3(b) and 12. The fair market value of a share of the
Common Stock shall be determined as provided in paragraph 7(b).

(b) The fair market value of the Common Stock on a given date shall be determined by the Board based on (i) if the
Common Stock is listed on a national securities exchange or traded in the over-the-counter market and sales prices are
regularly reported for the Common Stock, the closing or last sale price of the Common Stock for such date (or, in the
event that the Common Stock is not traded on such date, on the immediately preceding trading date), on the composite
tape or other comparable reporting system or (ii) if the Common Stock is not listed on a national securities exchange
and such price is not regularly reported, the mean between the bid and asked prices per share of the Common Stock at
the close of trading in the over-the-counter market.

8. Exercise of Option. Unless a participant withdraws from the Plan as provided in paragraph 10, his or her option for

the purchase of shares will be exercised automatically on the Exercise Date of the Offering Period, and the maximum
number of full shares subject to the option will be purchased for him or her at the applicable Exercise Price with the
accumulated Contributions in his or her account. If a fractional number of shares results, then such number shall be
rounded down to the next whole number and any unapplied cash shall be carried forward to the next Exercise Date,
unless the participant requests a cash payment. The shares purchased upon exercise of an option hereunder shall be

deemed to be transferred to the participant on the Exercise Date. During a participant s lifetime, a participant s option to

purchase shares hereunder is exercisable only by him or her.

9. Delivery. Upon the written request of a participant, certificates representing the shares purchased upon exercise of
an option will be issued as promptly as practicable after the Exercise Date of each Offering Period to participants who
wish to hold their shares in certificate form. Any payroll deductions accumulated in a participant s account which are
not sufficient to purchase a full Share shall be retained in the participant s account for the subsequent Offering Period,
subject to earlier withdrawal by the participant as provided in paragraph 10 below. Any other amounts left over in a
participant s account after an Exercise Date shall be returned to the participant.
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10. Withdrawal: Termination of Employment.

(a) A participant may withdraw all but not less than all the Contributions credited to his or her account under the Plan
at any time prior to the Exercise Date of the Offering Period by giving written notice to the Company or its designee.
All of the participant s Contributions credited to his or her account will be paid to him or her promptly after receipt of
his or her notice of withdrawal and his or her option for the current period will be automatically terminated, and no
further Contributions for the purchase of shares will be made during the Offering Period.

(b) Upon termination of the participant s Continuous Status as an Employee prior to the Exercise Date of the Offering
Period for any reason, including retirement or death, the Contributions credited to his or her account will be returned
to him or her or, in the case of his or her death, to the person or persons entitled thereto under paragraph 14, and his or
her option will be automatically terminated.

(c) In the event an Employee fails to remain in Continuous Status as an Employee for at least 20 hours per week
during the Offering Period in which the Employee is a participant, he or she will be deemed to have elected to
withdraw from the Plan and the Contributions credited to his or her account will be returned to him or her and his or

her option terminated.

(d) A participant s withdrawal from an Offering Period will not have any effect upon his or her eligibility to participate
in a succeeding offering or in any similar plan which may hereafter be adopted by the Company.

11. Interest. No interest shall accrue on the Contributions of a participant in the Plan.

12. Stock.

(a) The maximum number of shares of Common Stock which shall be made available for sale under the Plan shall be
169,895 shares, which number includes 6,944 shares originally reserved under the Plan in 2010, 6,443 shares added
pursuant to the evergreen provision in 2011, 6,507 shares added pursuant to the evergreen provision in 2012, 16,667
shares added to the Plan in 2012, 16,667 shares added pursuant to the evergreen provision in 2013, 16,667 shares
added to the evergreen provision in 2014, and 100,000 shares added to the Plan in 2014, plus an annual increase on
the first day of each of the Company s fiscal years beginning on the first day of each of the Company s fiscal years
beginning in 2015, equal to the lesser of (i) 50,000 shares, (ii) 1 percent of the shares of Common Stock outstanding
on the last day of the immediately preceding fiscal year, or (iii) such lesser number of shares as is determined by the
Board, subject to adjustment upon changes in capitalization of the Company as provided in paragraph 18.2 If the total
number of shares which would otherwise be subject to options granted pursuant to paragraph 7(a) on the Offering
Date of an Offering Period exceeds the number of shares then available under the Plan (after deduction of all shares
for which options have been exercised), the Company shall make a pro rata allocation of the shares remaining
available for option grants in as uniform a manner as shall be practicable and as it shall determine to be equitable. Any
amounts remaining in an Employee s account not applied to the purchase of shares pursuant to this paragraph 12 shall
be refunded on or promptly after the Exercise Date. In such event, the Company shall give written notice of such
reduction of the number of shares subject to the option to each Employee affected thereby and shall similarly reduce
the rate of Contributions, if necessary.

(b) The participant will have no interest or voting right in shares covered by his or her option until such option has
been exercised.

13. Administration. The Board shall supervise and administer the Plan and shall have full power to adopt, amend and

rescind any rules deemed desirable and appropriate for the administration of the Plan and not inconsistent with the
Plan, to construe and interpret the Plan, and to make all other determinations necessary or advisable for the
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administration of the Plan.

The number of shares reserved and available for issuance under the Plan as well as all other share numbers in the
2Plan have been adjusted to reflect the one-for-six reverse stock split on September 1, 2011, and the one-for-six
reverse stock split on February 15, 2013.
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14. Designation of Beneficiary.

(a) A participant may designate a beneficiary who is to receive any shares and cash, if any, from the participant s
account under the Plan in the event of such participant s death subsequent to the end of the Offering Period but prior to
delivery to him or her of such shares and cash. In addition, a participant may designate a beneficiary who is to receive
any cash from the participant s account under the Plan in the event of such participant s death prior to the Exercise Date

of the Offering Period. If a participant is married and the designated beneficiary is not the spouse, spousal consent
shall be required for such designation to be effective. Beneficiary designations shall be made either in writing or by
electronic delivery as directed by the Company.

(b) Such designation of beneficiary may be changed by the participant (and his or her spouse, if any) at any time by
submission of the required notice, which may be electronic. In the event of the death of a participant and in the
absence of a beneficiary validly designated under the Plan who is living at the time of such participant s death, the
Company shall deliver such shares and/or cash to the executor or administrator of the estate of the participant, or if no
such executor or administrator has been appointed (to the knowledge of the Company), the Company, in its discretion,
may deliver such shares and/or cash to the spouse or to any one or more dependents or relatives of the participant, or if
no spouse, dependent or relative is known to the Company, then to such other person as the Company may designate.

15. Transferability. Neither Contributions credited to a participant s account nor any rights with regard to the exercise
of an option or to receive shares under the Plan may be assigned, transferred, pledged or otherwise disposed of in any
way (other than by will, the laws of descent and distribution or as provided in paragraph 14) by the participant. Any
such attempt at assignment, transfer, pledge or other disposition shall be without effect, except that the Company may
treat such act as an election to withdraw funds in accordance with paragraph 10.

16. Use of Funds. All Contributions received or held by the Company under the Plan may be used by the Company
for any corporate purpose, and the Company shall not be obligated to segregate such Contributions.

17. Reports. Individual accounts will be maintained for each participant in the Plan. Statements of account will be
given to participating Employees promptly following the Exercise Date, which statements will set forth the amounts
of Contributions, the per share purchase price, the number of shares purchased and the remaining cash balance, if any.

18. Adjustments Upon Changes in Capitalization. Subject to any required action by the stockholders of the Company,
the number of shares of Common Stock covered by unexercised options under the Plan and the number of shares of

Common Stock which have been authorized for issuance under the Plan but are not yet subject to options under
paragraph 12(a), the number of shares of Common Stock set forth in paragraph 12(a)(i) (collectively, the Reserves ),
the maximum number of shares of Common Stock that may be purchased by a participant in an Offering Period set

forth in paragraph 3(b), as well as the price per share of Common Stock covered by each unexercised option under the
Plan, shall be proportionately adjusted for any increase or decrease in the number of issued shares of Common Stock
resulting from a stock split, reverse stock split, stock dividend, combination or reclassification of the Common Stock.
Such adjustment shall be made by the Board, whose determination in that respect shall be final, binding and
conclusive.

In the event of the proposed dissolution or liquidation of the Company, an Offering Period then in progress will
terminate immediately prior to the consummation of such proposed action, unless otherwise provided by the Board. In
the event of a proposed sale of all or substantially all of the assets of the Company, or the merger, consolidation or
other capital reorganization of the Company with or into another corporation, each option outstanding under the Plan
shall be assumed or an equivalent option shall be substituted by such successor corporation or a parent or subsidiary of
such successor corporation, unless the Board determines, in the exercise of its sole discretion and in lieu of such

assumption or substitution, to shorten the Offering Period then in progress by setting a new Exercise Date (the New
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Exercise Date ). If the Board shortens the Offering Period then in progress in lieu of assumption or substitution in the
event of a merger or sale of assets, the Board shall notify each participant in writing, at least ten days prior to the New
Exercise Date, that
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the Exercise Date for his or her option has been changed to the New Exercise Date and that his or her option will be
exercised automatically on the New Exercise Date, unless prior to such date he or she has withdrawn from the
Offering Period as provided in paragraph 10. For purposes of this paragraph, an option granted under the Plan shall be
deemed to be assumed if, following the sale of assets, merger or other reorganization, the option confers the right to
purchase, for each share of Common Stock subject to the option immediately prior to the sale of assets, merger or
other reorganization, the consideration (whether stock, cash or other securities or property) received in the sale of
assets, merger or other reorganization by holders of Common Stock for each share of Common Stock held on the
effective date of such transaction (and if such holders were offered a choice of consideration, the type of consideration
chosen by the holders of a majority of the outstanding shares of Common Stock); provided, however, that if such
consideration received in such transaction was not solely common stock of the successor corporation or its parent (as
defined in Section 424(e) of the Code), the Board may, with the consent of the successor corporation, provide for the
consideration to be received upon exercise of the option to be solely common stock of the successor corporation or its
parent equal in fair market value to the per share consideration received by holders of Common Stock in the sale of
assets, merger or other reorganization.

The Board mays, if it so determines in the exercise of its sole discretion, also make provision for adjusting the
Reserves, as well as the price per share of Common Stock covered by each outstanding option, in the event that the
Company effects one or more reorganizations, recapitalizations, rights offerings or other increases or reductions of

shares of its outstanding Common Stock, and in the event of the Company being consolidated with or merged into any
other corporation.

19. Amendment or Termination.

(a) The Board may at any time terminate or amend the Plan. Except as provided in paragraph 18, no such termination
may affect options previously granted, nor may an amendment make any change in any option theretofore granted
which adversely affects the rights of any participant provided that an Offering Period may be terminated by the Board
on an Exercise Date or by the Board s setting a new Exercise Date with respect to an Offering Period then in progress
if the Board determines that termination of the Offering Period is in the best interests of the Company and the
stockholders or if continuation of the Offering Period would cause the Company to incur adverse accounting charges
in the generally-accepted accounting rules applicable to the Plan. In addition, to the extent necessary to comply with
Section 423 of the Code (or any successor rule or provision or any applicable law or regulation), the Company shall
obtain stockholder approval in such a manner and to such a degree as so required.

(b) Without stockholder consent and without regard to whether any participant rights may be considered to have been
adversely affected, the Board shall be entitled to change the Offering Periods, limit the frequency and/or number of
changes in the amount withheld during an Offering Period, establish the exchange ratio applicable to amounts
withheld in a currency other than U.S. dollars, permit payroll withholding in excess of the amount designated by a
participant in order to adjust for delays or mistakes in the Company s processing of properly completed withholding
elections, establish reasonable waiting and adjustment periods and/or accounting and crediting procedures to ensure
that amounts applied toward the purchase of Common Stock for each participant properly correspond with amounts
withheld from the participant s Compensation, and establish such other limitations or procedures as the Board

determines in its sole discretion advisable that are consistent with the Plan.

20. Notices. All notices or other communications by a participant to the Company under or in connection with the
Plan shall be deemed to have been duly given when received in the form specified by the Company at the location, or
by the person, designated by the Company for the receipt thereof.

21. Conditions Upon Issuance of Shares. Shares shall not be issued with respect to an option unless the exercise of
such option and the issuance and delivery of such shares pursuant thereto shall comply with all applicable provisions
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of law, domestic or foreign, including, without limitation, the Securities Act of 1933, as amended, the Securities
Exchange Act of 1934, as amended, the rules and regulations promulgated thereunder, and the requirements of any
stock exchange upon which the shares may then be listed, and shall be further subject to the approval of counsel for
the Company with respect to such compliance.
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As a condition to the exercise of an option, the Company may require the person exercising such option to represent
and warrant at the time of any such exercise that the shares are being purchased only for investment and without any
present intention to sell or distribute such shares if, in the opinion of counsel for the Company, such a representation is
required by any of the aforementioned applicable provisions of law.

22. Information Regarding Disqualifying Dispositions. By electing to participate in the Plan, each participant agrees

to provide any information about any transfer of shares of Common Stock acquired under the Plan that occurs within

two years after the first business day of the Offering Period in which such shares were acquired as may be requested
by the Company or any Subsidiaries in order to assist it in complying with the tax laws.

23. Right to Terminate Employment. Nothing in the Plan or in any agreement entered into pursuant to the Plan shall

confer upon any Employee the right to continue in the employment of the Company or any Subsidiary, or affect any
right which the Company or any Subsidiary may have to terminate the employment of such Employee.

24. Rights as a Stockholder. Neither the granting of an option nor a deduction from payroll shall constitute an
Employee the owner of shares covered by an option. No Employee shall have any right as a stockholder unless and
until an option has been exercised, and the shares underlying the option have been registered in the Company s share
register.

25. Term of Plan. The Plan became effective upon its adoption by the Board on April 6, 2010 and shall continue in
effect for a term of twenty years unless sooner terminated under paragraph 19.

26. Applicable Law. This Plan shall be governed in accordance with the laws of the State of Delaware, applied
without giving effect to any conflict-of-law principles.

DATE APPROVED BY BOARD OF DIRECTORS: APRIL 6, 2010
DATE APPROVED BY STOCKHOLDERS: MAY 13, 2010
DATE AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS: MARCH 30, 2012
DATE AMENDED AND RESTATED PLAN APPROVED BY STOCKHOLDERS: MAY 6, 2012

DATE SECOND AMENDED AND RESTATED PLAN APPROVED BY BOARD OF DIRECTORS: MARCH 25,
2014
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