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PEAR THERAPEUTICS, INC.

95,711,409 Shares of Class A Common Stock
5,013,333 Warrants to Purchase Shares of Class A Common Stock


This prospectus supplement no. 6 (this “Prospectus Supplement”) amends and supplements the prospectus dated March 29, 2022 (as supplemented or amended from tme to tme, the “Prospectus”) which forms a part of our Registraton Statement on Form S-1 (Registraton Statement No. 333-261876). This Prospectus Supplement is being fled to update and supplement the informaton included or incorporated by reference in the Prospectus with the informaton contained in our Quarterly Report on Form 10-Q, fled with the Securites and Exchange Commission (the “SEC”) on November 14, 2022 (the “Form 10-Q”). Accordingly, we have atached the Form 10-Q to this Prospectus Supplement.

This Prospectus Supplement updates and supplements the informaton in the Prospectus and is not complete without, and may not be delivered or utlized except in combinaton with, the Prospectus, including any amendments or supplements thereto. This Prospectus Supplement should be read in conjuncton with the Prospectus and if there is any inconsistency between the informaton in the Prospectus and this Prospectus Supplement, you should rely on the informaton in this Prospectus Supplement.

Our Class A Common Stock is listed on The Nasdaq Capital Market (“Nasdaq”) under the symbol “PEAR” and the Public Warrants are listed on Nasdaq under the symbol “PEARW”. On November 10, 2022, the last quoted sale price for the Pear Class A Common Shares as reported on Nasdaq was $2.91 per share and the last quoted sale price for our Public Warrants as reported on Nasdaq was $0.16 per warrant.

Investng in our securites involves a high degree of risk. Before buying any securites, you should carefully read the discussion of the risks of investng in our securites in “Risk Factors” beginning on page 12 of the Prospectus.

Neither the Securites and Exchange Commission nor any state securites commission has approved or disapproved of the securites to be issued under the Prospectus or determined if the Prospectus is truthful or complete. Any representaton to the contrary is a criminal ofense.

The date of this prospectus supplement is November 14, 2022.
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(Mark One)

· QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 For the quarterly period ended September 30, 2022

or

· TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 For the transiton period from ______ to_______
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Pear Therapeutcs, Inc.

(Exact name of Registrant as specifed in its charter)

	Delaware
	85-4103092

	(State or other jurisdicton of
	(I.R.S. Employer

	incorporaton or organizaton)
	Identfcaton No.)

	200 State Street, 13th Floor
	

	Boston, MA
	02109

	(Address of principal executve ofces)
	(Zip code)



Registrant’s telephone number, including area code: (617) 925-7848

	Securites registered pursuant to Secton 12(b) of the Act:
	
	
	
	

	Title of Each Class
	
	Trading Symbol(s)
	
	Name of Each Exchange on Which Registered
	

	Class A common stock,
	
	PEAR
	The Nasdaq Stock Market LLC
	

	par value $0.0001 per share
	
	
	

	
	
	
	
	

	Warrants, each exercisable for one share of Class A common
	PEARW
	The Nasdaq Stock Market LLC
	

	stock for $11.50 per share
	
	
	

	
	
	
	
	



Indicate by check mark whether the registrant: (1) has fled all reports required to be fled by Secton 13 or 15(d) of the Securites Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to fle such reports); and (2) has been subject to such fling requirements for the past 90 days. Yes ☒ No ☐

Indicate by check mark whether the registrant has submited electronically every Interactve Data File required to be submited pursuant to Rule 405 of Regulaton S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such fles). Yes ☒ No ☐

Indicate by check mark whether the registrant is a large accelerated fler, an accelerated fler, a non-accelerated fler, a smaller reportng company, or an emerging growth company. See the defnitons of “large accelerated fler,” “accelerated fler,” “smaller reportng company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

	Large accelerated fler
	☐
	Accelerated fler
	☐

	Non-accelerated fler
	☒
	Smaller reportng company
	☒

	
	
	Emerging growth company
	☒



If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transiton period for complying with any new or revised fnancial accountng standards provided pursuant to Secton 13(a) of the Exchange Act. ☐

Indicate by check mark whether the registrant is a shell company (as defned in Rule 12b-2 of the Act). Yes ☐ No ☒

The number of shares of the registrant’s Class A common stock outstanding as of November 10, 2022 was 139,543,104.
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PART I: FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Pear Therapeutcs, Inc.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

	
	
	September 30,
	
	
	

	(dollars in thousands, except per share amounts)
	
	2022
	
	
	December 31, 2021
	

	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	

	Current assets:
	
	
	
	
	
	

	Cash and cash equivalents
	$
	59,685
	
	$
	169,567
	

	Short-term investments
	
	23,934
	
	
	5,004
	

	Restricted cash - short-term
	
	74
	
	
	—
	

	Accounts receivable
	
	7,183
	
	
	1,794
	

	Prepaid expenses and other current assets
	
	7,992
	
	
	8,876
	

	Total current assets
	
	98,868
	
	
	185,241
	

	Property and equipment, net
	
	6,481
	
	
	6,255
	

	Right-of-use assets (Note 8)
	
	9,329
	
	
	—
	

	Restricted cash - long-term
	
	411
	
	
	411
	

	Other long-term assets
	
	4,646
	
	
	5,253
	

	Total assets
	$
	119,735
	
	$
	197,160
	

	Liabilites and stockholders’ equity
	
	
	
	
	
	

	
	
	
	
	
	
	

	Current liabilites:
	
	
	
	
	
	

	Accounts payable
	$
	1,124
	
	$
	1,806
	

	Accrued expenses and other current liabilites
	
	17,204
	
	
	17,946
	

	Lease liabilites - current (Note 8)
	
	1,890
	
	
	—
	

	Deferred revenues
	
	482
	
	
	421
	

	Debt
	
	27,455
	
	
	26,993
	

	Total current liabilites
	
	48,155
	
	
	47,166
	

	Lease liabilites - noncurrent (Note 8)
	
	8,718
	
	
	—
	

	Embedded debt derivatve
	
	—
	
	675
	

	Warrant liabilites
	
	2,413
	
	
	8,528
	

	Earn-out liabilites
	
	7,402
	
	
	48,363
	

	Other long-term liabilites
	
	801
	
	
	1,994
	

	Total liabilites
	
	67,489
	
	
	106,726
	

	Commitments and contngencies (Note 9)
	
	
	
	
	
	

	Stockholders’ equity:
	
	
	
	
	
	

	Preferred stock, $0.0001 par value; 10,000,000 shares authorized as of September 30, 2022; and no shares
	
	
	
	
	
	

	issued and outstanding as of September 30, 2022 and December 31, 2021
	
	—
	
	—
	

	
	
	
	
	
	
	

	Common stock, $0.0001 par value; 690,000,000 authorized as of September 30, 2022; and 139,248,512 and
	
	
	
	
	
	

	137,836,028 shares issued and outstanding as of September 30, 2022 and December 31, 2021,
	
	
	
	
	
	

	respectvely
	
	14
	
	
	14
	

	Additonal paid-in capital
	
	349,447
	
	
	338,404
	

	Accumulated defcit
	
	(297,103)
	
	
	(247,983)
	

	Accumulated other comprehensive (loss) income
	
	(112)
	
	
	(1)
	

	Total stockholders’ equity
	
	52,246
	
	
	90,434
	

	Total liabilites and stockholders’ equity
	$
	119,735
	
	$
	197,160
	

	
	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated fnancial statements.
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Pear Therapeutcs, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)




	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,
	

	(dollars in thousands, except per share amounts)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	
	
	
	
	
	

	Product revenue
	$
	3,528
	
	$
	1,203
	
	$
	9,274
	
	$
	2,550
	

	Collaboraton and license revenue
	
	555
	
	
	108
	
	
	855
	
	
	338
	

	Total revenue
	
	4,083
	
	
	1,311
	
	
	10,129
	
	
	2,888
	

	Cost and operatng expenses
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of product revenue
	
	2,555
	
	
	2,120
	
	
	6,437
	
	
	3,585
	

	Research and development
	
	10,390
	
	
	9,576
	
	
	36,370
	
	
	24,943
	

	Selling, general, and administratve
	
	17,767
	
	
	17,966
	
	
	61,512
	
	
	45,811
	

	Total cost and operatng expenses
	
	30,712
	
	
	29,662
	
	
	104,319
	
	
	74,339
	

	Loss from operatons
	
	(26,629)
	
	
	(28,351)
	
	
	(94,190)
	
	
	(71,451)
	

	Other income (expense):
	
	
	
	
	
	
	
	
	
	
	
	

	Interest and other (expense) income, net
	
	(647)
	
	
	(1,042)
	
	
	(2,006)
	
	
	(3,086)
	

	Change in estmated fair value of earn-out liabilites
	
	(2,829)
	
	
	—
	
	40,961
	
	
	—
	

	Change in estmated fair value of warrant liabilites
	
	(618)
	
	
	(1,905)
	
	
	6,115
	
	
	(7,302)
	

	Loss on issuance of Legacy Pear convertble preferred
	
	
	
	
	
	
	
	
	
	
	
	

	stock
	
	—
	
	—
	
	—
	
	(2,053)
	

	Total other income (expense)
	
	(4,094)
	
	
	(2,947)
	
	
	45,070
	
	
	(12,441)
	

	Net loss
	$
	(30,723)
	
	$
	(31,298)
	
	$
	(49,120)
	
	$
	(83,892)
	

	Unrealized gain (loss) on short-term investments
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	8
	
	$
	(1)
	
	$
	(111)
	
	$
	—
	

	Comprehensive loss
	$
	(30,715)
	
	$
	(31,299)
	
	$
	(49,231)
	
	$
	(83,892)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss per share:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic and Diluted
	$
	(0.22)
	
	$
	(0.28)
	
	$
	(0.35)
	
	$
	(0.76)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted average common shares outstanding:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic and Diluted
	
	138,956,879
	
	
	112,236,267
	
	
	138,369,788
	
	
	110,960,112
	

	
	
	
	
	
	
	
	
	
	
	
	
	




The accompanying notes are an integral part of these unaudited condensed consolidated fnancial statements.
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Pear Therapeutcs, Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY







(dollars in thousands) Balance at January 1, 2021

Issuance of Legacy Pear Series D convertble preferred stock, net of issuance costs of $83

Exercise of common stock optons

Stock-based compensaton expense

Net loss

Balance at March 31, 2021

Exercise of common stock optons

Stock-based compensaton expense

Other comprehensive income

Net loss

Balance at June 30, 2021

Exercise of common stock optons

Stock-based compensaton expense

Other comprehensive loss

Net loss

Balance at September 30, 2021






Balance at January 1, 2022

Exercise of common stock optons

Stock-based compensaton expense

Exercise of common stock warrants

Other comprehensive loss

Net loss

Balance at March 31, 2022

Exercise of common stock optons

Stock-based compensaton expense

Other comprehensive loss

Net income

Balance at June 30, 2022

Exercise of common stock optons

Stock-based compensaton expense

Other comprehensive income

Net loss

Balance at September 30, 2022








	
	Common Stock
	
	
	
	
	
	
	Accumulated Other
	
	
	

	
	
	
	Additonal
	
	Accumulated
	
	Comprehensive
	Total Stockholders’
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Shares
	
	Amount
	
	Paid-In Capital
	
	Defcit
	
	Income (Loss)
	
	Equity (Defcit)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	106,721,878
	
	
	11
	
	$
	269,946
	
	$
	(182,841)
	
	$
	—
	
	$
	87,116
	

	
	4,503,618
	
	
	—
	
	21,970
	
	
	—
	
	—
	
	21,970
	

	
	642,489
	
	
	—
	
	402
	
	
	—
	
	—
	
	402
	

	
	—
	
	—
	
	463
	
	
	—
	
	—
	
	463
	

	
	—
	
	—
	
	—
	
	(24,393)
	
	
	—
	
	(24,393)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	111,867,985
	
	$
	11
	
	$
	292,781
	
	$
	(207,234)
	
	$
	—
	
	$
	85,558
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	285,198
	
	
	—
	
	267
	
	
	—
	
	—
	
	267
	

	
	—
	
	—
	
	572
	
	
	—
	
	—
	
	572
	

	
	—
	
	—
	
	—
	
	—
	
	1
	
	
	1
	

	
	—
	
	—
	
	—
	
	(28,201)
	
	
	—
	
	(28,201)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	112,153,183
	
	$
	11
	
	$
	293,620
	
	$
	(235,435)
	
	$
	1
	
	$
	58,197
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	149,492
	
	
	—
	
	134
	
	
	—
	
	—
	
	134
	

	
	—
	
	—
	
	930
	
	
	—
	
	—
	
	930
	

	
	—
	
	—
	
	—
	
	—
	
	(1)
	
	
	(1)
	

	
	—
	
	—
	
	—
	
	(31,298)
	
	
	—
	
	(31,298)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	112,302,675
	
	$
	11
	
	$
	294,684
	
	$
	(266,733)
	
	$
	—
	$
	27,962
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	Common Stock
	
	
	
	
	
	
	Accumulated Other
	
	
	

	
	
	Additonal
	
	Accumulated
	
	Comprehensive
	Total Stockholders’
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Shares
	
	Amount
	
	Paid-In Capital
	
	Defcit
	
	Income (Loss)
	
	Equity (Defcit)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	137,836,028
	
	$
	14
	
	$
	338,404
	
	$
	(247,983)
	
	$
	(1)
	
	$
	90,434
	

	65,145
	
	
	—
	
	75
	
	
	—
	
	—
	
	75
	

	—
	
	—
	
	2,901
	
	
	—
	
	—
	
	2,901
	

	10
	
	
	—
	
	—
	
	—
	
	—
	
	—
	

	—
	
	—
	
	—
	
	—
	
	(42)
	
	
	(42)
	

	—
	
	—
	
	—
	
	(23,859)
	
	
	—
	
	(23,859)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	137,901,183
	
	$
	14
	
	$
	341,380
	
	$
	(271,842)
	
	$
	(43)
	
	$
	69,509
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	776,587
	
	
	—
	
	760
	
	
	—
	
	—
	
	760
	

	—
	
	—
	
	3,386
	
	
	—
	
	—
	
	3,386
	

	—
	
	—
	
	—
	
	—
	
	(77)
	
	
	(77)
	

	—
	
	—
	
	—
	
	5,462
	
	
	—
	
	5,462
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	138,677,770
	
	$
	14
	
	$
	345,526
	
	$
	(266,380)
	
	$
	(120)
	
	$
	79,040
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	570,742
	
	$
	—
	$
	358
	
	$
	—
	$
	—
	$
	358
	

	—
	$
	—
	$
	3,563
	
	$
	—
	$
	—
	$
	3,563
	

	—  $
	—  $
	—  $
	—
	$
	8
	
	$
	8
	

	—
	$
	—
	$
	—
	$
	(30,723)
	
	$
	—
	$
	(30,723)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	139,248,512
	
	$
	14
	
	$
	349,447
	
	$
	(297,103)
	
	$
	(112)
	
	$
	52,246
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The accompanying notes are an integral part of these unaudited condensed consolidated fnancial statements.
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Pear Therapeutcs, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS


	
	
	Nine Months Ended September 30,

	
	
	
	
	
	

	(dollars in thousands)
	
	2022
	
	
	2021

	Operatng Actvites:
	
	
	
	
	

	Net loss
	$
	(49,120)
	
	$
	(83,892)

	Adjustments to reconcile net loss to net cash used in operatng actvites:
	
	
	
	
	

	Depreciaton expense
	
	2,419
	
	
	1,032

	Amortzaton of intangible asset
	
	465
	
	
	475

	Amortzaton of debt discount
	
	461
	
	
	475

	Amortzaton of right-of-use asset
	
	1,285
	
	
	—

	Accreton and amortzaton of interest income
	
	(53)
	
	
	17

	Stock-based compensaton expense
	
	9,850
	
	
	1,965

	Loss on issuance of Legacy Pear convertble preferred stock
	
	—
	
	2,053

	Change in fair value of warrants
	
	(6,115)
	
	
	7,302

	Change in fair value of earn-out liabilites
	
	(40,961)
	
	
	—

	Change in fair value of embedded derivatve
	
	(675)
	
	
	—

	Changes in operatng assets and liabilites:
	
	
	
	
	

	Accounts receivable
	
	(5,390)
	
	
	(65)

	Prepaid expenses and other assets
	
	1,025
	
	
	(1,296)

	Lease liabilites
	
	(1,252)
	
	
	—

	Accounts payable
	
	(927)
	
	
	(2,227)

	Accrued expenses, other liabilites and non-current liabilites
	
	(689)
	
	
	4,849

	Deferred revenues
	
	62
	
	
	113

	Net cash used in operatng actvites
	
	(89,615)
	
	
	(69,199)

	Investng Actvites:
	
	
	
	
	

	Proceeds from maturites of short-term investments
	
	47,048
	
	
	15,025

	Purchases of short-term investments
	
	(66,035)
	
	
	(8,014)

	Purchases of property and equipment
	
	(2,400)
	
	
	(2,375)

	Net cash (used in) provided by investng actvites
	
	(21,387)
	
	
	4,636

	Financing Actvites:
	
	
	
	
	

	Proceeds from issuance of Legacy Pear convertble preferred stock, net
	
	—
	
	19,918

	Payment of deferred ofering costs
	
	—
	
	(4,620)

	Proceeds from exercise of stock optons
	
	1,194
	
	
	803

	Net cash provided by fnancing actvites
	
	1,194
	
	
	16,101

	Net decrease in cash, cash equivalents and restricted cash
	
	(109,808)
	
	
	(48,462)

	Cash, cash equivalents and restricted cash—beginning of period
	
	169,978
	
	
	112,061

	Cash, cash equivalents and restricted cash—end of period
	$
	60,170
	
	$
	63,599

	
	
	
	
	
	

	Supplemental disclosure of cash fow informaton:
	
	
	
	
	

	Cash paid for interest
	$
	2,825
	
	$
	2,730

	
	
	
	
	
	

	Supplemental disclosure of non-cash investng and fnancing informaton:
	
	
	
	
	

	Deferred ofering and equity issuance costs included in accounts payable and accrued expenses
	$
	—
	$
	2,296

	
	
	
	
	
	

	Purchases of property and equipment in accounts payable and accrued expenses
	$
	143
	
	$
	491

	
	
	
	
	

	Payment of milestone license in intangibles and accrued expenses
	$
	—
	
	$
	1,000

	
	
	
	
	
	



The accompanying notes are an integral part of these unaudited condensed consolidated fnancial statements.
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Pear Therapeutcs, Inc.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share amounts)




1. NATURE OF BUSINESS

Basis of Presentaton

References throughout this Form 10-Q to “we,” “us,” the “Company,” “Pear” or “our company” are to Pear Therapeutcs, Inc. (formerly known as Thimble Point Acquisiton Corp.) and its subsidiaries, and “Legacy Pear” refers to Pear Therapeutcs (US), Inc. prior to the Business Combinaton, unless otherwise noted or the context otherwise indicates. References to THMA refer to the Company prior to the consummaton of the Business Combinaton and references to “Legacy Pear” refer to Pear Therapeutcs, Inc. (now Pear Therapeutcs (US), Inc.) prior to the consummaton of the Business Combinaton.

Legacy Pear is deemed the accountng predecessor and the post-company successor US Securites and Exchange Commission (“SEC”) registrant, which means Legacy Pear fnancial statements for previous periods are disclosed in this Form 10-Q. Future period reports fled with the SEC will include Pear Therapeutcs, Inc. and its subsidiaries.

Organizaton

Pear is a leader in prescripton digital therapeutcs, or PDTs. The Company’s PDTs treat diseases with clinically validated sofware.

On December 3, 2021, (the “Closing Date”), we consummated a business combinaton, or the “Business Combinaton”, pursuant to the terms of the business combinaton agreement, or “Business Combinaton Agreement”, dated June 21, 2021, by and among the Company (formerly known as Thimble Point Acquisiton Corp., or “THMA”), Pear Therapeutcs (US), Inc., a Delaware corporaton incorporated on August 14, 2013 (“Pear US” or “Legacy Pear”) (formerly known as Pear Therapeutcs, Inc.) and Oz Merger Sub, Inc., pursuant to which Oz Merger Sub, Inc. (a Delaware corporaton and wholly-owned subsidiary of THMA, or “Merger Sub”) merged with and into Pear US, with Pear US surviving as our wholly owned subsidiary. Upon the closing of the Business Combinaton, THMA changed its name to Pear Therapeutcs, Inc. (“Pear” or the “Company”).

Pursuant to the terms of the Business Combinaton Agreement, each share of Legacy Pear common stock, par value $0.0001 per share (“Legacy Pear Common Shares”) issued and outstanding immediately prior to the closing of the Business Combinaton, afer giving efect to the conversion of all issued and outstanding shares of Legacy Pear preferred stock, par value $0.0001 per share (“Legacy Pear Preferred Shares”) to Legacy Pear Common Shares, were canceled and converted into the right to receive a number of shares of Class A common stock, par value $0.0001 per share (“Class A common stock”) equal to the number of shares of Legacy Pear Common Shares multplied by the exchange rato of approximately 1.47. In additon, all outstanding equity awards of Legacy Pear were converted into equity awards with the opton to purchase Class A common stock with the same terms and conditons adjusted by the exchange rato of approximately 1.47.

In connecton with the Business Combinaton, THMA completed the sale and issuance of 10,280,000 shares of Class A common stock in a fully commited common stock private placement at a purchase price of $10.00 per share (“PIPE Shares”) for an aggregate purchase price of $102,800 (“PIPE Investment”), and a Forward Purchase Agreement Assignment, dated as of December 2, 2021, by and among THMA, the Anchor Investor, and a PIPE investor (the “Forward Purchase Assignment”); which closed simultaneously with the consummaton of the Business Combinaton. Upon the closing of the Business Combinaton, all of the remaining outstanding THMA Class A common shares were separated, pursuant to their terms, into one share of Class A common stock (which totaled 832,899 shares Class A common stock, “Public Shares”) and one-third (1/3) of one redeemable warrant (and THMA’s units ceased trading on the Nasdaq). Further, KLP SPAC 1 LLC (the “Anchor Investor”) purchased 6,387,026 shares of Class A common stock at a purchase price of $10.00 per share in connecton with the Forward Purchase Agreement, dated as of February 1, 2021, by and between THMA and the Anchor Investor (the “Forward Purchase Agreement”), as amended from tme to tme, including by the Amendment to Forward Purchase Agreement dated as of June 21, 2021, and the Second Amendment to Forward Purchase Agreement dated as of November 14, 2021 (the “Amended Forward Purchase Agreement”), entered into with THMA on February 1, 2021 (“THMA Sponsor
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Shares”). Gross proceeds from the Business Combinaton totaled approximately $175,001 which included funds held in THMA’s trust account (afer giving efect to redemptons). Transacton costs totaled approximately $32,779.

Legacy Pear was deemed the accountng acquirer in the Business Combinaton. This determinaton was primarily based on Legacy Pear’s stockholders prior to the Business Combinaton having a majority of the votng power in the combined company, Legacy Pear having the ability to appoint a majority of the Board of Directors of the combined company, Legacy Pear’s existng management comprising the senior management of the combined company, Legacy Pear comprising the ongoing operatons of the combined company, Legacy Pear being the larger entty based on historical revenues and business operatons, and the combined company assuming Legacy Pear’s name. Accordingly, for accountng purposes, the Business Combinaton was treated as the equivalent of Legacy Pear issuing stock for the net assets of THMA, accompanied by a recapitalizaton. Under this method of accountng, THMA who was the legal acquirer, is treated as the “acquired” company for fnancial reportng purposes. Accordingly, the Business Combinaton was treated as the equivalent of Pear issuing stock for the net assets of THMA, accompanied by a recapitalizaton. The net assets of THMA are stated at historical cost, with no goodwill or other intangible assets recorded. The equity structure has been restated in all comparatve periods up to the Closing Date to refect the number of shares of the Company’s Class A common stock, $0.0001 par value per share, issued to Legacy Pear stockholders in connecton with the Business Combinaton. As such, the shares and corresponding capital amounts and earnings per share related to Legacy Pear Preferred Shares and Legacy Pear Common Shares prior to the Business Combinaton have been retroactvely restated as shares refectng the exchange rato of approximately 1.47 established in the Business Combinaton. Legacy Pear Preferred Shares previously classifed as mezzanine were retroactvely adjusted, converted into Class A common stock, and reclassifed to permanent as a result of the reverse recapitalizaton. See Note 3 for more informaton.

THMA, now Pear Therapeutcs, Inc., a Delaware corporaton, was incorporated on December 1, 2020. Pear Therapeutcs (US), Inc., previously known as Pear Therapeutcs, Inc., is a Delaware corporaton incorporated on August 14, 2013. The Company is headquartered in Boston, Massachusets.

Going Concern

The Company is subject to a number of risks and uncertaintes common to early-stage technology-based companies, including, but not limited to, rapid technological changes, protecton of its proprietary technology and intellectual property, commercializaton of existng and new products, development by compettors of competng products, dependence on key personnel, compliance with government regulatons, including compliance with the US Food and Drug Administraton, or FDA, and the ability to secure additonal capital to fund operatons.

The Company obtained FDA marketng authorizaton for its three products, reSET® (2017), reSET-O® (2018), and Somryst® (2020). In October 2019, afer terminatng our agreement with Sandoz Inc., our then collaboraton partner, we began the direct commercializaton of reSET® and reSET-O®.

The Company has incurred recurring losses since incepton and antcipates net losses and negatve operatng cash fows for the near future and may be unable to remain in compliance with certain fnancial covenants required under its credit facility. For the nine months ended September 30, 2022, the Company had a net loss of $49,120 and as of September 30, 2022, had an accumulated defcit of $297,103. As of September 30, 2022, the Company had $83,619 of cash and cash equivalents and short-term investments. While the Company has recorded revenue, revenues have been insufcient to fund operatons. Accordingly, the Company has funded its operatons to date through a combinaton of proceeds raised from equity and debt issuances, including the Business Combinaton. The Company’s operatng costs include the cost of developing and commercializing products as well as providing research services. As a consequence, the Company will need to raise additonal equity and debt fnancing that may not be available, if at all, at terms acceptable to the Company to fund future operatons. As a result, the Company could be required to delay, scale back or abandon some or all of its development programs and other operatons, which could materially harm the Company’s business, prospects, fnancial conditon and operatng results. See note 15 for more informaton on the restructuring and the reductons in workforce, including the impact on pipeline products. Management believes these uncertaintes raise substantal doubt about the Company’s ability to contnue as a going concern. Because of these uncertaintes, the accompanying consolidated fnancial statements
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have been prepared assuming that the Company will contnue as a going concern, which contemplates the realizaton of assets and the setlement of liabilites and commitments in the normal course of business. Due to the substantal doubt about the Company’s ability to contnue operatng as a going concern for twelve months from the issuance date of these fnancial statements and the material adverse change clause in the Credit Agreement and Guaranty with Perceptve Credit Holdings III, LP (the “Perceptve Credit Facility”), the amounts due as of September 30, 2022, have been classifed as current in the consolidated balance sheet. The lender has not invoked the material adverse change clause as of the date of issuance of these fnancial statements. The accompanying consolidated fnancial statements do not refect any other adjustments relatng to the recoverability and reclassifcaton of assets and liabilites that might be necessary if the Company is unable to contnue as a going concern. The Company is subject to various covenants related to the Perceptve Credit Facility, as defned in Note 7, entered into on June 30, 2020, and given the substantal doubt about the Company’s ability to contnue as a going concern, there is a risk that it may not meet its covenants in the future. See Note 7 for more informaton on the Perceptve Credit Facility and related covenants.

COVID-19 Related Signifcant Risks and Uncertaintes

The Company is subject to additonal risks and uncertaintes due to the ongoing pandemic of the novel coronavirus, or COVID-19. Although conditons have improved in the US in recent months, on October 13, 2022, the US Secretary of Health and Human Services extended the COVID-19 public health emergency declaraton through at least January 11, 2023.The Company is closely monitoring the contnued impact of COVID-19 on all aspects of its business, including how it will impact its customers, patents, employees, suppliers, vendors, and business partners. The Company is unable to predict the specifc impact that COVID-19 may have on its business, fnancial positon, and operatons moving forward due to the numerous uncertaintes. Any estmates made herein may change as new events occur and additonal informaton is obtained, and actual results could difer materially from any estmates made herein under diferent assumptons or conditons. The Company will contnue to assess the evolving impact of COVID-19.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentaton and Principles of Consolidaton

The accompanying consolidated fnancial statements have been prepared in accordance with US generally accepted accountng principles, or GAAP. Any reference in these notes to applicable guidance is meant to refer to the authoritatve GAAP as found in the Accountng Standards Codifcaton, or ASC, and Accountng Standards Update, or ASU, of the Financial Accountng Standards Board, or FASB.

The consolidated fnancial statements as of September 30, 2022 and 2021, and for the three and nine months ended September 30, 2022 and 2021, include the accounts of Pear and its wholly owned subsidiaries. All signifcant intercompany accounts and transactons have been eliminated in the consolidated fnancial statements herein.

Certain monetary amounts, percentages, and other fgures included elsewhere in these consolidated fnancial statements have been subject to rounding adjustments. Accordingly, fgures shown as totals in certain tables may not be the arithmetc aggregaton of the fgures that precede them, and fgures expressed as percentages in the text may not total 100% or, as applicable, when aggregated may not be the arithmetc aggregaton of the percentages that precede them.

Use of Estmates

The preparaton of the consolidated fnancial statements in conformity with GAAP, requires management to make estmates and assumptons that afect the reported amounts of assets and liabilites, the disclosure of contngent assets and liabilites at the date of the consolidated fnancial statements and the reported amounts of expenses during the reportng periods. On an ongoing basis, the Company evaluates its estmates. The Company bases its estmates on historical experience and various other assumptons that the Company believes to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of
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assets and liabilites that are not readily apparent from other sources. Actual results may difer from those estmates and changes in estmates are refected in reported results in the period in which they become known.

Cash, Cash Equivalents, and Restricted Cash

The Company considers only those highly liquid investments, readily convertble to cash, that mature within 90 days from the date of purchase to be cash equivalents. The Company’s cash equivalents include money market funds, commercial paper, and overnight deposits.

The following table reconciles cash, cash equivalents, and restricted cash reported within the Company’s consolidated balance sheets to the total amounts shown in the consolidated statements of cash fows:

	Reconciliaton of cash, cash equivalents, and restricted cash:
	
	September 30, 2022
	
	December 31, 2021

	
	
	
	
	
	

	Cash and cash equivalents
	$
	59,685
	
	$
	169,567

	Restricted cash - short-term
	
	74
	
	
	—

	Restricted cash - long-term
	
	411
	
	
	411

	Total cash, cash equivalents, and restricted cash
	$
	60,170
	
	$
	169,978

	
	
	
	
	
	



Recently Adopted Accountng Pronouncements

In February 2016, the FASB, issued ASU 2016-02, Leases (Topic 842), as subsequently amended, which provides guidance requiring lessees to recognize a right-of-use asset (“ROU”) and a lease liability on the balance sheet for substantally all leases, with the excepton of short-term leases. Leases are classifed as either fnance or operatng, with classifcaton afectng the patern of expense recogniton in the statements of operatons.

The Company adopted the leasing standard efectve January 1, 2022, using the revised modifed retrospectve transiton method, with comparatve periods contnuing to be reported under ASC 840 as it was the accountng standard in efect for such period. In the adopton of ASU 2016-02, the Company carried forward the assessment from ASC 840 of whether its contracts contain or are leases, the classifcaton of its leases, and remaining lease terms. The Company did not elect the hindsight practcal expedient upon adopton of the new standard.

The most signifcant impact resultng from the adopton of this new standard was the recogniton of ROU assets of $10,614 and operatng lease liabilites of $11,860 on the adopton date, January 1, 2022. The diference between the ROU assets and lease liabilites on the accompanying condensed consolidated balance sheet is primarily due to the accrual for lease payments as a result of straight-line lease expense and unamortzed tenant incentve liability balances. Existng deferred rent and prepaid rent amounts were removed from the consolidated balance sheets at the date of adopton. The adopton did not have a material impact to the Company's consolidated statements of operatons or statement of cash fows.

The Company has made an accountng policy electon to keep leases with an inital term of 12 months or less of of the balance sheet and recognize those lease payments in the consolidated statements of income on a straight-line basis over the lease term. The Company has also elected the practcal expedient to not separate lease and non-lease components for all of its leases as the non-lease components are not signifcant to the overall lease costs.

See Note 8 for further informaton.

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes-Simplifying the Accountng for Income Taxes. ASU 2019-12 eliminates certain exceptons related to the approach for intra-period tax allocaton, the methodology for calculatng income taxes in an interim period and the recogniton of deferred tax liabilites for outside basis diferences. It also clarifes and simplifes other aspects of the accountng for income taxes. This standard is efectve for annual reportng periods beginning afer December 15, 2021, and interim periods within annual periods beginning afer December 15, 2022. The Company’s adopton of the standard efectve January 1, 2022, did not have a material impact to its condensed consolidated fnancial statements and related disclosures.
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3. Business Combinaton

As discussed in Note 1, on December 3, 2021, the Company consummated a business combinaton pursuant to the Business Combinaton Agreement. The Business Combinaton was accounted for as a reverse recapitalizaton in accordance with GAAP. Under this method of accountng, THMA, who was the legal acquirer, was treated as the “acquired” company for fnancial reportng purposes. Accordingly, the Business Combinaton was treated as the equivalent of Pear issuing stock for the net assets of THMA, accompanied by a recapitalizaton.

Upon the closing of the Business Combinaton, holders of Legacy Pear Common Shares received shares of Class A common stock in an amount determined by applicaton of the exchange rato of approximately 1.47 (the “Exchange Rato”), which was based on Legacy Pear’s implied price per share prior to the Business Combinaton. For periods prior to the Business Combinaton, the reported share and per share amounts have been retroactvely converted (“Retroactve Conversion”) by applying the Exchange Rato. The consolidated assets, liabilites and results of operatons prior to the Business Combinaton are those of Legacy Pear.

In additon, holders of Legacy Pear Common Shares (and Legacy Pear Preferred Shares who converted their shares into Legacy Pear Common Shares in connecton with the Merger) received the contngent right to receive up to 12,395,625 additonal shares of Class A common stock (the “Earn-Out Shares”) upon the achievement of certain earn-out targets. The holders of Legacy Pear Common Shares are eligible to receive up to 12,395,625 shares in the aggregate of additonal shares of Class A common stock in three equal tranches of 4,131,875 shares respectvely, upon the Company achieving $12.50, $15.00, or $17.50, respectvely, as its volume-weighted average price per share for any 20 trading days within a 30 consecutve trading day period (as adjusted for share splits, reverse share splits, share dividends, reorganizatons, recapitalizatons, reclassifcatons, combinaton, exchange of shares, or the like) during the period ending on December 3, 2026.

Further, the Company assumed the outstanding warrants to purchase 9,199,944 shares of the Company’s Class A common stock at $11.50 per share (the “Public Warrants”) and the outstanding warrants (the “Private Placement Warrants”) held by LJ10 LLC, (the “Sponsor”) to purchase 5,013,333 shares of the Company’s Class A common stock at $11.50 per share. The Public Warrants and Private Placement Warrants expire fve years afer the completon of the Business Combinaton.

In connecton with the Business Combinaton, the Company incurred approximately $32,779 of equity issuance costs, consistng of underwritng, legal, and other professional fees, $31,400 of which were recorded to additonal paid-in capital as a reducton of proceeds and $1,379 of which was recorded as an expense in selling, general, and administratve expenses on the consolidated statement of comprehensive income.

See Note 7 for informaton on the Legacy Pear warrants that were exercised prior to the Business Combinaton.

The number of shares of common stock outstanding immediately following the consummaton of the business combinaton was as follows:

	
	Class A

	
	Common Stock

	
	

	THMA Public Shares
	832,899

	THMA Inital Stockholders
	6,900,000

	Shares Issued pursuant to Forward Purchase Agreement to Anchor Investor
	6,387,026

	Shares Issued to PIPE Investors and Forward Purchase Assignment
	10,280,000

	Legacy Pear Equityholders (1)
	113,399,293

	Total shares of common stock immediately afer business combinaton
	137,799,218

	
	



(1) The number of Legacy Pear shares was determined from the shares of Legacy Pear shares outstanding immediately prior to the closing of the Business Combinaton converted at the Exchange Rato of approximately 1.47. All fractonal shares were rounded down.
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Public Warrants and Private Placement Warrants

As of the Closing Date, the total value of the liability associated with the Public and Private Placement Warrants was $16,487 measured at fair value based on the public warrant quoted price. The Company concluded the warrants met the defniton of a liability and have been classifed as such on the balance sheet. The fair value of the warrant liability was $2,413 and $8,528 at September 30, 2022 and December 31, 2021, respectvely. See Notes 4 and 11 for further informaton on the Public and Private Placement Warrants.

Earn-Out Liabilites

The Company accounts for the potental issuance of the Earn-Out Shares as a contngent consideraton arrangement, a liability for which was initally valued and recorded at $95,401, which was estmated by using a Monte Carlo Simulaton Method (“MCSM”) for each earn out period. Key inputs and assumptons used in this were the Company’s stock price, expected term, volatlity, the risk-free rate, and dividend yield. Certain of these inputs are Level 3 assumptons that are updated each reportng period as the earn-out liabilites are recorded at fair value at each reportng date. The Company revalued the earn-out liabilites as of September 30, 2022 and December 31, 2021, and determined the fair value to be $7,402 and $48,363, respectvely. The change in the fair value of the earn-out liabilites were recorded in other income (expense) on the statement of operatons.
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4. FAIR VALUE MEASUREMENTS

The tables below present certain of our assets and liabilites measured at fair value categorized by the level of input used in the valuaton of each asset and liability.

	
	
	
	
	
	
	
	
	
	
	September 30, 2022
	
	
	
	
	

	Descripton
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Total Fair Value
	
	
	
	Level 1
	
	
	
	Level 2
	
	
	
	Level 3
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Money market funds
	$
	41,185
	
	$
	41,185
	
	$
	—
	$
	—
	

	U.S. Treasury Bills
	
	
	
	3,376
	
	
	
	
	3,376
	
	
	
	
	—
	
	
	
	—
	

	Total cash equivalents
	
	
	
	44,561
	
	
	
	
	44,561
	
	
	
	
	—
	
	
	
	—
	

	Debt investments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	U.S. Treasury Bills
	
	
	
	5,982
	
	
	
	
	5,982
	
	
	
	
	—
	
	
	
	—
	

	Corporate bonds
	
	
	
	6,958
	
	
	
	
	—
	
	
	
	6,958
	
	
	
	
	—
	

	Commercial paper
	
	
	
	10,994
	
	
	
	
	—
	
	
	
	10,994
	
	
	
	
	—
	

	Total debt investments
	
	
	
	23,934
	
	
	
	
	5,982
	
	
	
	
	17,952
	
	
	
	
	—
	

	Total assets
	
	
	$
	68,495
	
	
	
	$
	50,543
	
	
	
	$
	17,952
	
	
	
	$
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Long-term liabilites:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Warrant liabilites
	
	
	
	2,413
	
	
	
	
	1,562
	
	
	
	
	851
	
	
	
	
	—
	

	Earn-out liabilites
	
	
	
	7,402
	
	
	
	
	—
	
	
	
	—
	
	
	
	7,402
	

	Total liabilites
	
	
	$
	9,815
	
	
	$
	1,562
	
	
	$
	851
	
	
	$
	7,402
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	December 31, 2021
	
	
	
	
	

	Descripton
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Total Fair Value
	
	
	
	Level 1
	
	
	
	Level 2
	
	
	
	Level 3
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash equivalents:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Money market funds
	$
	129,184
	
	$
	129,184
	
	$
	—
	$
	—
	

	Debt investments:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Corporate bonds
	
	
	
	1,007
	
	
	
	
	—
	
	
	
	1,007
	
	
	
	
	—
	

	Commercial paper
	
	
	
	3,998
	
	
	
	
	—
	
	
	
	3,998
	
	
	
	
	—
	

	Total debt investments
	
	
	
	5,005
	
	
	
	
	—
	
	
	
	
	5,005
	
	
	
	
	—
	

	Total assets
	
	$
	134,189
	
	
	$
	129,184
	
	
	$
	5,005
	
	
	$
	—
	

	Long-term liabilites:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Embedded debt derivatve
	$
	675
	
	$
	—
	$
	—
	$
	675
	

	Warrant liabilites
	
	
	
	8,528
	
	
	
	
	5,520
	
	
	
	
	3,008
	
	
	
	
	
	

	Earn-out liabilites
	
	
	
	48,363
	
	
	
	
	—
	
	
	
	—
	
	
	
	48,363
	

	Total liabilites
	
	$
	57,566
	
	
	$
	5,520
	
	$
	3,008
	
	$
	49,038
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The Company evaluates transfers between levels at the end of each reportng period. There were no transfers of fnancial instruments between levels during the three and nine months ended September 30, 2022 and 2021.

Cash equivalents—Money market funds and U.S. Treasury Bills included within cash equivalents are classifed within Level 1 of the fair value hierarchy because they are valued using quoted market prices in actve markets.

Investments—The Company measures its investments at fair value on a recurring basis and classifes those instruments within Level 1 and Level 2 of the fair value hierarchy. US Treasury Bills are classifed within Level 1 of the fair value hierarchy because pricing is based on quoted market prices for identcal instruments in actve markets of the reportng date. Marketable securites, including corporate bonds and commercial paper, are classifed within Level 2 of the fair value hierarchy because pricing inputs are other than quoted prices in actve markets, which are either directly or indirectly observable as of the reportng date, and fair value is determined
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using models or other valuaton methodologies. The Company recorded an unrealized gain of $8 and an unrealized loss of $1 for the three months ended September 30, 2022 and 2021, respectvely, and an unrealized loss of $111 and no unrealized gain for the nine months ended September 30, 2022 and 2021, respectvely, in other comprehensive income (loss) on short-term investments.

Embedded debt derivatve — As described in Note 7, the Company concluded that the contngent put optons contained in the Perceptve Credit Facility that could require mandatory repayment upon the occurrence of an event of default, change of control and certain other events represent an embedded derivatve required to be bifurcated from the debt host instrument. The embedded debt derivatve is measured at fair value using a probability-weighted cash fow valuaton methodology. The change in estmated fair value of the embedded derivatve resulted in a gain of $675 for the nine months ended September 30, 2022, which is recorded in Interest and other (expense) income in the consolidated statement of operatons and comprehensive income (loss). The determinaton of the fair value of an embedded debt derivatve includes inputs not observable in the market and as such, represents a Level 3 measurement. The methodology utlized requires inputs based on certain subjectve assumptons, specifcally, probabilites of mandatory debt repayment prior to maturity ranging between 0 -10%.

Warrant liabilites — As a result of the Business Combinaton on December 3, 2021, the Company recorded a liability for Public and Private Placement Warrants to purchase Class A common stock in the Company’s consolidated fnancial statements. See Note 3 for further informaton. The Public Warrants are traded on Nasdaq and are recorded at fair value using the closing stock price as of the measurement date. The Private Placement Warrants, which have a single holder, have similar terms and are subject to substantally the same redempton features as the Public Warrants. Accordingly, the most advantageous market for the Private Placement Warrants is determined from the perspectve of the holder of such warrants as an asset. Since any transfer to a non-permited transferee (i.e., to a market partcipant) would cause the Private Placement Warrants to become Public Warrants, the fair value of the Private Placement Warrants is based on the quoted price of the Public Warrants.

As of the Closing Date, the total value of the liability associated with the Public and Private Placement Warrants was $16,487 measured at fair value based on the Public Warrant quoted price on Nasdaq (Ticker: PEARW). The Company concluded that the warrants met the defniton of a liability and have been classifed as such on the balance sheet. At September 30, 2022, the fair value of the warrant liability was $2,413.

Earn-out liabilites — Upon the closing of the Business Combinaton, the Earn-Out Shares were accounted for as a liability because the triggering events that determine the number of shares to be earned included events that were indexed to the common stock of the Company, with the change fair value recognized in Change in the estmated fair value of earn-out liabilites in the consolidated statement of operatons and comprehensive income (loss).

The estmated fair value of the Earn-out Shares was determined using a MCSM using the following assumptons at each valuaton date:

	
	September 30, 2022
	December 31, 2021

	
	
	
	

	Stock price
	$2.04
	
	$6.20

	Risk-free interest rate
	4.10%
	
	1.25%

	Expected term (in years)
	4.18
	
	4.92

	Expected volatlity
	64.10%
	
	55.00%

	Dividend yield
	—%
	—%



Refer to Note 3 for more informaton on the triggering events of the Earn-Out Shares. The change in fair value of the earn-out liabilites resulted in other income of $40,961 recognized in the consolidated statement of operatons and comprehensive income (loss) for the nine months ended September 30, 2022.
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	The following table reconciles the change in the fair value of the earn-out liabilites valued using Level 3 inputs:
	
	
	
	
	
	

	
	
	
	
	
	Earn-Out Liabilites
	

	
	
	
	
	
	
	

	Fair value as of December 31, 2021
	
	
	
	$
	48,363
	

	Change in fair value
	
	
	
	
	(40,961)
	

	Fair value as of September 30, 2022
	
	
	
	$
	7,402
	

	5. PROPERTY AND EQUIPMENT
	
	
	
	
	
	

	
	
	
	
	
	
	

	Property and equipment, net consists of the following:
	
	
	
	
	
	

	
	
	September 30, 2022
	
	December 31, 2021
	

	
	
	
	
	
	
	

	Internal-use sofware
	$
	9,091
	
	$
	6,591
	

	Equipment
	
	692
	
	
	579
	

	Constructon in process
	
	—
	
	362
	

	Furniture and fxtures
	
	711
	
	
	586
	

	Leasehold improvements
	
	779
	
	
	509
	

	Total property and equipment
	
	11,273
	
	
	8,627
	

	Less: accumulated depreciaton
	
	(4,792)
	
	
	(2,372)
	

	Property and equipment, net
	$
	6,481
	
	$
	6,255
	

	
	
	
	
	
	
	



Depreciaton expense was $879 and $2,419 for the three and nine months ended September 30, 2022, respectvely, and $447 and $1,032 for the three and nine months ended September 30, 2021, respectvely.

6. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilites consist of the following:

	
	
	September 30, 2022
	
	December 31, 2021

	
	
	
	
	
	

	Compensaton and related benefts
	$
	11,869
	
	$
	11,855

	Commercial and marketng related costs
	
	882
	
	
	1,821

	Professional services
	
	1,442
	
	
	1,710

	Research and development costs
	
	1,682
	
	
	781

	Other
	
	1,329
	
	
	1,779

	Total
	$
	17,204
	
	$
	17,946

	
	
	
	
	
	



7. INDEBTEDNESS

Perceptve Credit Facility

On June 30, 2020, the Perceptve Close Date, the Company entered into the Perceptve Credit Facility, with Perceptve Credit Holdings III, LP, as administratve agent and lender with a syndicate of other lenders, collectvely Perceptve. The Perceptve Credit Facility, as amended, consists of a secured term loan facility in an aggregate amount of up to $50,000, which will be made available under the following three tranches: (i) Tranche 1 - $30,000, available at the Perceptve Closing Date; (ii) Tranche 2 - $10,000, available no later than December 31, 2021; and (iii) Tranche 3 - $10,000, available no later than December 31, 2021. The Company did not draw down on the available borrowings under Tranche 2 or Tranche 3.
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The Perceptve Credit Facility bears interest through maturity at a variable rate based upon the one-month LIBOR rate plus 11.0%, subject to a LIBOR foor of 1.0%. As of September 30, 2022, the interest rate was 13.6%. When the LIBOR interest rate is discontnued in the future, it is expected that the interest rate of the Perceptve Credit Facility would switch to an alternatve benchmark rate, primarily Secured Overnight Financing Rate, or SOFR. As of September 30, 2022, the efect of switching from LIBOR to SOFR would not have been material to the Company’s condensed consolidated fnancial statements.The Company is required to make interest-only payments untl May 31, 2024, afer which point the Company will be required to make monthly payments of principal equal to 3.0% of the then outstanding principal untl maturity on June 30, 2025, or the Maturity Date. If the Company prepays the loan prior to the Maturity Date, it will be required to pay a prepayment fee guaranteeing Perceptve a 1.5 tmes return on any prepaid amount. A change of control, which includes a new entty or group owning more than 35.0% of the Company’s votng stock, or prior to an IPO, the failure of the existng holders to own at least 35.0% of the Company’s votng stock, trigger a mandatory prepayment of the term loan. The Business Combinaton did not trigger this clause as existng holders retained greater than 35% of the combined Company’s votng stock. The Company paid issuance costs of $750 in connecton with its entry into the Perceptve Credit Facility.

The Company concluded the contngent put optons that could require mandatory repayment upon the occurrence of an event of default, change of control and certain other events represent an embedded derivatve required to be bifurcated from the debt host instrument and accounted for separately and recorded an embedded debt derivatve of $675 as of December 31, 2021. There was no balance at September 30, 2022. Any changes to the derivatve liability in future periods will be recognized as interest and other (expense) income, net in the consolidated statements of operatons and comprehensive loss.

The Perceptve Credit Facility is secured by substantally all the assets of the Company, including our intellectual property. The Perceptve Credit Facility requires the Company to (i) maintain a minimum aggregate cash balance of $5,000 in one or more controlled accounts, and (ii) as of the last day of each fscal quarter commencing with the fscal quarter ending March 31, 2022, report revenues for the trailing 12-month period that exceed the amounts set forth in the Perceptve Credit Facility which range from $5,750 for the fscal quarter ending March 31, 2022, to $125,000 for the fscal quarter ending March 31, 2025. For the quarter ending December 31, 2022, the trailing 12-month period revenue requirement is $18,000. The Perceptve Credit Facility contains various afrmatve and negatve covenants that limit the Company’s ability to engage in specifed types of transactons. The Company was in compliance with the covenants under the Perceptve Credit Facility as of September 30, 2022.

On the Perceptve Closing Date, Perceptve received a warrant certfcate exercisable into 775,000 shares of Legacy Pear Series C preferred stock, and had the Company borrowed under Tranche 2 or Tranche 3, the Company would have been obligated to issue two additonal warrants, the Additonal Warrants, to Perceptve each to purchase up to 50,000 shares of Legacy Pear Series C preferred stock. In the event the Company issued Legacy Pear Series D preferred stock, Perceptve had the right to convert the Legacy Pear Series C preferred stock warrant into a warrant to purchase Legacy Pear Series D preferred stock, and the exercise price shall be automatcally adjusted to equal the original per share price for Legacy Pear Series D preferred stock. On the Perceptve Closing Date, the Company issued freestanding Legacy Pear Series C preferred stock warrants to Perceptve, which were converted to Legacy Pear Series D preferred stock warrants at the tme of the Legacy Pear Series D funding round. The Legacy Pear Series D preferred stock warrants were exercisable for 1,012,672 shares of Legacy Pear Series D preferred stock. The Legacy Pear Series D preferred stock warrants have an exercise price of $5.51 per share and would have expired in 2030 and were exercisable at any tme prior to the ten-year anniversary of the Perceptve Closing Date of the Perceptve Credit Facility. At issuance, the Company determined that the warrant is liability-classifed and would be remeasured at fair value each reportng period, with changes in fair value recorded in the consolidated statements of operatons and comprehensive loss. The Additonal Warrants would have been issued as warrants to purchase 65,333 shares of Legacy Pear Series D-1 preferred stock. On November 30, 2021, Perceptve net exercised 1,012,672 Legacy Pear Series D warrants pursuant to which Perceptve obtained 629,057 shares of Legacy Pear Series D-1 preferred stock in a cashless exercise, and subsequently converted the 629,057 shares of Legacy Pear Series D-1 preferred stock into 629,057 shares of Legacy Pear common stock which were then converted into 926,232 shares of Class A common stock as adjusted by the exchange rato based on a per share price of $9.87 per share, the THMA closing price on June 22, 2021. See Notes 1 and 3 for more informaton.
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On March 25, 2022, we amended the Perceptve Credit Facility to adjust certain covenants under the agreement. The amendment included among other things, reducing the required minimum trailing 12-month revenue for the fscal quarter ending March 31, 2022, through the fscal quarter ending March 31, 2025 as described above.

On the Perceptve Closing Date, the Company received proceeds of $28,500, net of fees and expenses of $1,500. As of September 30, 2022, no further borrowings were taken under the Perceptve Credit Facility. The outstanding balance of the Perceptve Credit Facility was:

	Perceptve Credit Facility
	
	September 30, 2022

	
	
	
	

	Principal
	
	$
	30,000

	Less: Debt issuance costs and discount at issuance
	
	(2,545)

	Net carrying amount
	$
	27,455

	
	
	
	



As discussed in Note 1, due to the substantal doubt about the Company’s ability to contnue operatng as a going concern for twelve months from the issuance date of these fnancial statements, the amounts due as of September 30, 2022, have been classifed as current in the consolidated balance sheet. Future minimum payments, including contractual interest, under the Perceptve Credit Facility as of September 30, 2022, are as follows:

	Years ended December 31,
	
	Amounts

	
	
	
	

	Remainder of 2022
	
	
	920

	2023
	
	
	3,650

	2024
	
	
	10,603

	2025
	
	
	24,039

	Total
	$
	39,212

	Less:
	
	

	Interest payable
	
	(9,212)

	Unamortzed debt issuance costs
	
	(2,545)

	Current porton of long-term debt
	
	(27,455)

	Long-term debt
	$
	—

	
	
	
	



8. LEASES

As of September 30, 2022, the Company leases ofce space under non-cancelable operatng leases in three cites: Boston, Massachusets, consistng of approximately 19,000 square feet that will expire on June 1, 2028, including approximately 900 square feet that the Company took over on January 1, 2022, San Francisco, California, consistng of approximately 17,000 square feet that will expire on July 31, 2025, and Raleigh, North Carolina, consistng of approximately 7,700 square feet that will expire on May 31, 2026. We have the right and opton to extend each of the Boston and Raleigh leases for a fve year period.

As described in Note 2, the Company adopted Topic 842, Leases, as of January 1, 2022. Prior period amounts have not been adjusted and contnue to be reported in accordance with our historic accountng under Topic 840. All of the Company's leases are classifed as operatng leases. The components of ROU assets and lease liabilites are included in the condensed consolidated balance sheets.

We recognized rent expense of $714 and $2,168 for the three and nine months ended September 30, 2022, respectvely, and $680 and $2,056 for the three and nine months ended September 30, 2021, respectvely. The Company had $1,007 in deferred rent recorded within other long-term liabilites in the consolidated balance sheet as of December 31, 2021.
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	Future commitments under non-cancelable lease agreements are as follows:
	
	

	Years ended December 31,
	Lease Commitments

	
	
	
	

	Remainder of 2022
	
	$
	709

	2023
	
	
	2,912

	2024
	
	
	3,176

	2025
	
	
	2,734

	2026 and thereafer
	
	3,879

	Total lease payments
	
	13,410

	Less: present value adjustment
	
	(2,802)

	Present value of total lease liabilites
	
	10,608

	Less: current lease liability
	
	(1,890)

	Long-term operatng lease liabilites
	$
	8,718

	
	
	
	



As of December 31, 2021, prior to the adopton of ASC 842, the estmated minimum future lease payments for the next fve years and thereafer was as follows:

	
	Years ended December 31,
	Lease Commitments

	
	
	
	

	2022
	
	2,809

	2023
	
	2,912

	2024
	
	3,176

	2025
	
	2,734

	
	2026 and thereafer
	3,879

	
	Total
	15,510

	
	
	
	



Operatng lease liabilites are based on the net present value of the remaining lease payments over the remaining lease term. In determining the present value of lease payments, the Company used its incremental borrowing rate when measuring operatng lease liabilites. As of September 30, 2022, the weighted average remaining lease term is 4.62 years and the weighted average discount rate used to determine the operatng lease liability is 10%.

In additon to rent, certain leases require the Company to pay additonal amounts for taxes, insurance, maintenance, and other operatng expenses.

9. COMMITMENTS AND CONTINGENCIES

Licenses Related to our Commercial Products

As of September 30, 2022, the Company has four license agreements related to its commercialized products.

The Inventon Science Fund I, LLC

The Company entered into a contributon and license agreement for Pharmaceutcal Field of Use, or FOU, with The Inventon Science Fund I, LLC, or ISF, in February 2015, as amended on February 28, 2018, or ISF Contributon and License Agreement. The ISF Contributon and License Agreement superseded an original contributon and license agreement between the Company and ISF dated December 31, 2013. Under the ISF Contributon and License Agreement, ISF granted the Company certain licenses under specifed patent rights to develop and commercialize licensed products either independently and/or with a drug combinaton product for use in connecton with the treatment of central nervous system disorders. The ISF Contributon and License Agreement contains minimum annual royalty obligatons. To the extent there are sales of a licensed product, the Company is required to pay low-
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single-digit royaltes on net revenue. The Company recorded minimum annual royalty fees of $250 and $750 to ISF for the three and nine months ended September 30, 2022, respectvely, and $250 and $750 for the three and nine months ended September 30, 2021, respectvely.

Red 5 Group, LLC

In January 2015, the Company entered into a sofware license agreement with Red 5 Group, LLC, or Red 5, and in March 2018, the partes entered into an amended and restated sofware license agreement, or Amended Red 5 Group License. Under the original sofware license agreement, Red 5 licensed the Company certain technology and materials relatng to the treatment of psychological and substance use disorders, pursuant to which the Company, received, inter alia, an exclusive, worldwide, sublicensable, royalty-bearing license to develop and commercialize integrated products incorporatng the licensed technology and materials. The Company agreed to use commercially reasonable eforts to develop integrated products in accordance with the development plan, to introduce any integrated products that gain regulatory approval into the commercial markets, to market integrated products that have gained regulatory approval following such introducton into the market, and to make integrated products that have gained regulatory approval reasonably available to the public.

In March 2018, pursuant to the Amended Red 5 Group License, the partes expanded the scope of exclusivity of the license, increased certain specifed annual license maintenance fees, and required the Company to pay Red 5 an amendment fee, which was paid in April 2018. On July 1, 2021, the partes amended the Amended Red 5 Group License to further clarify certain terms and increase the royalty rate by a de minimis amount.

To the extent achieved, the Company is obligated to pay up to an aggregate of $400 if certain milestones related to product regulatory approval and commercial sales are achieved in respect to a sofware/drug combinaton, which is not currently being pursued by the Company. To the extent there are sales of an integrated product, the Company is required to pay single-digit royaltes on net revenues. The Company is enttled to certain reductons and ofsets against its royalty and milestone payment obligatons, including the annual license maintenance fees.

The Company pays minimum annual maintenance fees to Red 5 in connecton with reSET and reSET-O. The Company recorded minimum annual maintenance fees of $63 and $188 to Red 5 for the three and nine months ended September 30, 2022, respectvely, and $63 and $188 for the three and nine months ended September 30, 2021, respectvely.

BeHealth Solutons, LLC and University of Virginia Patent Foundaton

In March 2018, the Company and BeHealth Solutons, LLC, or BeHealth, entered into an assignment, license and services agreement, or the BeHealth Agreement, as well as a consultng agreement. The BeHealth Agreement closed in June 2018 and the Company paid an up-front fee. Under the BeHealth Agreement, the Company obtained license rights to certain technology and materials relatng to a therapeutc treatment for insomnia. The consultng agreement is for services to be charged on a tme-and-materials basis.

During the year ended December 31, 2020, the Company paid a milestone payment to BeHealth of $750 upon the FDA’s marketng authorizaton of Somryst, a PDT intended for use in the treatment of adults with chronic insomnia. During September 2021, a commercial milestone under the license agreement with BeHealth was achieved and the Company paid $1,000 during the year ended December 31, 2021. The milestone payments are capitalized in other long-term assets in the accompanying consolidated balance sheets and amortzed on a straight-line basis to cost of product revenue over the estmated useful life of fve years.

The BeHealth Agreement contnues in force untl the expiraton of all milestone and royalty payment obligatons, unless terminated earlier in accordance with its terms. The Company could be obligated to make payments of up to an additonal $26,000 in the aggregate upon achievement of various commercial milestones and a mid-to-high-single-digit royalty on net sales.
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The Company pays royaltes based on net revenues of the sales of Somryst to BeHealth and the University of Virginia Patent Foundaton, or UVPF. The Company recorded de minimis royaltes to BeHealth and UVPF for the three and nine months ended September 30, 2022 and 2021.

Guarantees and Indemnifcatons

As permited under Delaware law, the Company indemnifes its ofcers, directors and employees for certain events or occurrences that happen by reason of the relatonship with, or positon held at, the Company. In additon, the indemnifcaton agreements entered into with our former board members, Messrs. Schwab and Lynch, also provide certain indemnifcaton rights to the enttes with which they are afliated. The Company maintains director and ofcer liability insurance coverage that would generally enable it to recover a porton of any future amounts paid. The Company may also be subject to indemnifcaton obligatons by law with respect to the actons of its employees under certain circumstances and in certain jurisdictons. Further, the Company is a party to a variety of agreements in the ordinary course of business under which it may be obligated to indemnify third partes with respect to certain maters. For the three and nine months ended September 30, 2022 and 2021, the Company had not experienced any losses related to these indemnifcaton obligatons, and no claims were outstanding as of September 30, 2022. The Company does not expect signifcant claims related to these indemnifcaton obligatons and consequently concluded that the fair value of these obligatons is negligible and no related accruals were recorded.

Purchase Commitment

On June 17, 2021, and later amended on August 3, 2021, the Company entered into a non-cancelable purchase obligaton for a subscripton to the Palantr Foundry cloud platorm, including support services, updates, and related professional services with Palantr for $9,300 payable over three years, contnuing through September 30, 2024. Through September 30, 2022, the Company recorded $2,983 under the terms of the agreement, $2,321 of which is included in prepaid expenses on the consolidated balance sheet as of September 30, 2022.

Assignment and License Agreement

In November 2021, the Company and Waypoint Health Innovatons, LLC (“Waypoint”) entered into an Assignment Agreement and Intellectual Property License Agreement (collectvely, the “Waypoint Agreement”). The Waypoint Agreement closed in December 2021, under which the Company obtained sofware, documentaton, and other intellectual property rights relatng to the therapeutc treatment of depression. At the same tme, the Company entered into a consultng agreement with the Chief Executve Ofcer of Waypoint to provide certain services to Pear to be charged on a tme-and-materials basis. The Company made an upfront payment of $1,350, and is required to make annual payments startng in the second half of 2022 of $250 per year through 2026 or untl a commercial milestone payment is made under the agreement. The upfront payment and the net present value of the annual payments of $1,011 were capitalized and recorded as an intangible asset in consolidated balance sheet at closing, and are being amortzed over fve years. The net present value of the annual payments was recognized as a seller fnancing liability, and classifed within accrued expenses and other current liabilites and other long-term liabilites on the balance sheet.

The Company will be obligated to pay mid-single digit royaltes on net revenues of any commercialized products that incorporate the assets obtained under the Waypoint Agreement. Additonally, the Company could be obligated to make payments of up to an additonal $2,500 in the aggregate upon achievement of certain regulatory and commercial milestones. Through September 30, 2022, no royaltes have been paid to Waypoint.

Legal Proceedings

The Company is also involved from tme to tme in various legal proceedings arising in the normal course of business. Although the outcomes of potental legal proceedings are inherently difcult to predict, the Company does not expect the resoluton of these occasional legal proceedings to have a material adverse efect on its fnancial positon, results of operatons, or cash fow.
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10.	REVENUE AND CONTRACT BALANCES

Contract Balances

We enter into agreements with health care providers and payors, and state and local governments, to provide prescriptons which provide for volume-based discounts and other discounts, and in certain circumstances, value-based rebates (“Access Agreements”). We also enter into arrangements with health care providers and payors that provide for government-mandated and/or privately negotated rebates and discounts with respect to the purchase of our products. A porton of the product revenue is recognized when the products are made available to the customer (via Access Agreements) or when a prescripton is fulflled (via third party reimbursement), and the porton of the product revenue related to the clinician’s access to our proprietary clinician dashboard is deferred and recognized ratably over the remaining term of the contract (if purchased via an Access Agreement) or the prescripton duraton (if purchased via third party reimbursement).

The tming of revenue recogniton, invoicing, and cash collectons results in billed accounts receivable and unbilled receivables (contract assets) and deferred revenue (contract liabilites). We invoice our Access Agreement customers in accordance with agreed-upon contractual terms, typically at the beginning of the agreement, or at periodic intervals throughout the contract term. Invoicing may occur subsequent to revenue recogniton, resultng in unbilled receivables, or in advance of services being provided, resultng in deferred revenue. Deferred revenue that will be recognized during the twelve-month period from the balance sheet date is recorded as current deferred revenue and the remaining porton is recorded as non-current deferred revenue, which is included in Other long-term liabilites in the accompanying consolidated balance sheets. The following table summarizes the balances of our contract assets and liabilites:

	
	
	
	September 30, 2022
	
	December 31, 2021

	
	
	
	
	
	
	

	Contract assets
	
	
	
	
	
	

	Accounts receivables
	$
	389
	
	$
	555

	Unbilled receivables
	
	6,794
	
	
	1,239

	Contract liabilites
	
	
	
	
	

	Deferred revenue - current
	
	482
	
	
	421

	Deferred revenue - non-current
	
	22
	
	
	22




During the nine months ended September 30, 2022, the Company recognized revenue of approximately $379 that was included in deferred revenue at December 31, 2021.

Collaboraton Arrangements

On March 15, 2022, the Company entered into a proof of concept agreement with SofBank Corp., an entty under common control with SVF II Cobbler (DE) LLC, a greater than 5% shareholder of the Company, to develop a Japanese-language digital therapeutc for the treatment of sleep/wake disorders for the Japanese market. Total antcipated revenue from this agreement is between $600 and $750, and the Company antcipates fulflling its performance obligatons by the end of 2022. The Company began performing under this agreement in April 2022, and recognized approximately $361 and $615 of collaboraton revenue during the three and nine months ended September 30, 2022, respectvely.

11.	CAPITAL STOCK

The Company’s authorized capital stock consists of (a) 690,000,000 shares of common stock, par value $0.0001 per share; and (b) 10,000,000 shares of preferred stock, par value $0.0001 per share. As of September 30, 2022, there were 139,248,512 shares of Class A common stock issued and outstanding and 14,213,267 Warrants to purchase the Company’s Class A common stock outstanding. As of September 30, 2022, there were no shares of preferred stock issued or outstanding.
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12. STOCK-BASED COMPENSATION AND BENEFIT PLANS

The Company incurred stock-based compensaton expenses of $3,563 and $9,850 for the three and nine months ended September 30, 2022, respectvely, and $930 and $1,965 for the three and nine months ended September 30, 2021, respectvely.

Stock Incentve Plans

On December 20, 2013, Legacy Pear’s board of directors adopted the 2013 Stock Incentve Plan, or the 2013 Plan, which provided for the grant of stock optons, both incentve stock optons and nonqualifed stock optons and restricted stock, to be granted to ofcers, directors, consultants, and service providers. As last amended and approved by the board of directors on November 3, 2020, the Company was permited to grant up to 16,727,451 incentve awards under the 2013 Plan.

In connecton with the closing of the Business Combinaton, the Company adopted the 2021 Stock Opton and Incentve Plan (the “2021 Plan”) a shareholder-approved plan that provides for broad-based equity grants to employees and certain non-employees, including executve ofcers and permits the grantng of restricted stock units (“RSUs”), stock grants, performance based awards, stock optons and stock appreciaton rights, as well as cash bonus awards.

All stock-based awards are measured based on the grant date fair value and are generally recognized on a straight-line basis in the Company’s consolidated statement of operatons and comprehensive income (loss) over the period during which the employee is required to perform services in exchange for the award (generally requiring a four-year vestng period). RSUs granted under the 2021 Plan generally vest over three years, based on contnued employment, and are setled upon vestng in shares of the Company’s Class A common stock on a one-for-one basis.

As of September 30, 2022, a total of 38,891,801 shares of Class A common stock are reserved under the 2021 Plan, including a total of 32,000,000 shares initally reserved for issuance under the 2021 Plan. The 2021 Plan provides that the number of shares reserved and available for issuance under the 2021 Plan will automatcally increase each January 1, beginning on January 1, 2022 and ending in 2031, by 5% of the outstanding number of Class A common stock on the immediately preceding December 31, or such lesser amount as determined by the plan administrator (the Company’s board of directors or compensaton commitee).

During the nine months ended September 30, 2022 and 2021, the Company granted stock optons to purchase 1,016,918 and 6,000,898 shares of common stock with aggregate grant date fair values of $2,536 and $12,075, respectvely.

Common Stock Optons

The combined stock opton actvity for the nine months ended September 30, 2022, is as follows:

	
	
	
	
	
	Weighted-Average
	
	
	

	
	
	
	
	
	Remaining
	
	
	

	
	
	
	Weighted Average
	Contractual Life
	Aggregate Intrinsic
	

	
	Stock Optons
	
	Exercise Price
	(years)
	
	Value
	

	
	
	
	
	
	
	
	
	
	

	Outstanding at December 31, 2021
	19,381,975
	
	$3.02
	
	8.16
	
	
	
	

	Granted
	1,016,918
	$4.14
	
	
	
	
	
	

	Exercised
	(1,412,474)
	$0.84
	
	
	
	
	
	

	Canceled and forfeited
	(2,194,341)
	$4.88
	
	
	
	
	
	

	Outstanding at September 30, 2022
	16,792,078
	$3.03
	
	7.54
	
	$
	11,532
	

	Exercisable at September 30, 2022
	
	
	
	
	
	
	
	
	

	
	9,254,564
	$1.63
	
	6.65
	
	$
	9,019
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There were no stock optons granted during the three months ended September 30, 2022. The fair value of stock optons that vested during the nine months ended September 30, 2022, was $6,050.

As of September 30, 2022, the total unrecognized compensaton costs related to non-vested stock optons were approximately $19,151 and are expected to be recognized over a weighted average period of 2.71 years.

Restricted Stock Units

RSUs generally vest in equal annual installments over a three year period. The grant-date fair value of the RSUs is recognized as expense on a straight-line basis over the requisite service period, which is generally the vestng period. The Company determines the fair value of RSUs based on the closing price of its common stock on the date of the grant.

	RSU actvity is as follows:
	
	
	
	

	
	
	
	
	Weighted Average

	
	Number of Shares
	
	Fair Value

	
	
	
	
	

	Outstanding as of December 31, 2021
	—
	
	
	—

	Granted
	6,341,788
	
	$
	3.26

	Forfeited and canceled
	(550,480)
	
	
	4.06

	Outstanding as of September 30, 2022
	5,791,308
	
	$
	3.19

	
	
	
	
	



As of September 30, 2022, there was $14,684 of unrecognized compensaton cost related to tme-based RSUs which is expected to be recognized over a weighted-average period of 2.28 years.

Employee Stock Purchase Plan

In connecton with the closing of the Business Combinaton, the Company adopted the 2021 Employee Stock Purchase Plan (the “2021 ESPP”). The 2021 ESPP is a shareholder-approved plan under which substantally all employees may voluntarily enroll to purchase the Company’s Class A common stock through payroll deductons at a price equal to 85% of the lower of the fair market values of the stock as of the beginning or the end of six-month ofering periods. An employee’s payroll deductons under the 2021 ESPP are limited to 15% of the employee’s compensaton and employees may not purchase more than $25,000 of stock during any calendar year.

As of September 30, 2022, a total of 5,400,000 shares of our Class A common stock are available for issuance under the 2021 ESPP, including 1,800,000 shares initally reserved under the 2021 ESPP. The number of Class A common stock available for issuance under the 2021 ESPP will automatcally increase each January 1 of each calendar year beginning on January 1, 2022, and ending in 2031, by the lesser of 3,600,000 shares of the Company’s Class A common stock, 5% of the outstanding number of shares of Class A common stock on the immediately preceding December 31, or such lesser amount as determined by the plan administrator. As of September 30, 2022, no shares have been issued under the 2021 ESPP.

Stock Compensaton Expense

The Black-Scholes opton pricing model is used to estmate the fair value of the stock optons and rights to acquire stock granted under the 2021 ESPP Plan. The weighted-average estmated fair values of the rights to acquire stock under the 2021 ESPP, as well as the weighted-average assumptons used in calculatng the fair values the rights to





Pear Therapeutcs, Inc. | Form 10-Q |Page 22

Table of Contents

Pear Therapeutcs, Inc.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share amounts)



acquire stock under the 2021 ESPP during the three and nine months ended September 30, 2022, and 2021 were as follows:

	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,
	

	Stock Optons
	
	
	
	
	
	
	
	
	
	
	

	
	2022
	
	
	2021
	
	
	2022
	
	
	2021
	

	
	
	
	
	
	
	
	
	
	
	
	

	Risk-free interest rate
	n/a
	
	
	0.87 %
	
	
	1.86 %
	
	
	0.84 %
	

	Expected volatlity
	n/a
	
	71.33 %
	
	
	65.69 %
	
	
	70.89 %
	

	Expected term (years)
	n/a
	
	5.76-6.11
	
	
	5.42-6.57
	
	
	5.67-6.7
	

	Expected dividend yield
	n/a
	
	— %
	
	— %
	
	— %
	

	Fair value at grant date
	n/a
	$
	4.36
	
	$
	2.49
	
	$
	2.01
	

	
	
	
	
	
	
	
	
	
	
	
	

	2021 ESPP
	
	
	
	
	
	
	
	
	
	
	

	Risk-free interest rate
	1.68%
	
	
	n/a
	
	1.68%
	
	
	n/a
	

	Expected term (in years)
	0.50
	
	
	n/a
	
	0.50
	
	
	n/a
	

	Expected volatlity
	65.69%
	
	
	n/a
	
	65.69%
	
	
	n/a
	

	Fair value at grant date
	$1.57
	
	
	n/a
	
	$1.57
	
	
	n/a
	



There were no optons granted during the three months ended September 30, 2022.

The Company has classifed stock-based compensaton in its consolidated statements of operatons and comprehensive loss as follows:

	
	Three Months Ended September 30,
	
	
	
	Nine Months Ended September 30,

	
	
	
	
	
	
	
	
	
	
	
	

	
	2022
	
	
	2021
	
	
	
	2022
	
	
	2021

	
	
	
	
	
	
	
	
	
	
	
	

	Cost of product revenue
	$
	64
	
	$
	66
	
	$
	314
	
	$
	79

	Research and development
	
	1,263
	
	
	333
	
	
	3,862
	
	
	711

	Selling, general, and administratve
	
	2,236
	
	
	531
	
	
	5,674
	
	
	1,175

	Total stock-based compensaton expense
	$
	3,563
	
	$
	930
	
	$
	9,850
	
	$
	1,965



13. INCOME TAXES

During the three and nine months ended September 30, 2022 and 2021, the Company recorded a full valuaton allowance on federal and state deferred tax assets since management does not forecast the Company to be in a taxable positon in the near future.

14. NET LOSS PER SHARE

Potentally dilutve securites have been excluded from the computaton of diluted net loss per share as their efects would be ant-dilutve. For periods in which the Company reports a net loss atributable to common stockholders, the weighted average number of common shares outstanding used to calculate both basic and diluted net loss per share atributable to common stockholders is the same. The Company excluded the following potental common shares, presented based on amounts outstanding at period end, from the computaton of
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diluted net loss per share atributable to common stockholders because including them would have had an ant-dilutve efect:

	
	Three and Nine Months
	Three and Nine Months Ended

	
	Ended September 30, 2022
	September 30, 2021

	
	
	
	

	Outstanding common stock optons
	16,792,078
	
	16,219,132

	Unvested restricted stock units
	5,791,308
	
	—

	Warrants to purchase Legacy Pear common stock
	—
	1,126,705

	Private placement warrants to purchase common stock
	5,013,333
	
	—

	Public warrants to purchase common stock
	9,199,934
	
	—

	Earn-Out Shares
	12,395,625
	
	—

	Total
	49,192,278
	
	17,345,837

	
	
	
	



The following table summarizes the computaton of basic and diluted net loss per share atributable to common stockholders of the Company for the three and nine months ended September 30, 2022 and 2021:

	
	
	Three Months Ended September 30,
	
	Nine Months Ended September 30,
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Numerator:
	
	
	
	
	
	
	
	
	
	
	
	

	Net loss atributable to common shareholders
	$
	(30,723)
	
	$
	(31,298)
	
	$
	(49,120)
	
	$
	(83,892)
	

	Denominator:
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted-average common shares outstanding for
	
	
	
	
	
	
	
	
	
	
	
	

	basic net loss per share (1)
	
	138,956,879
	
	
	112,236,267
	
	
	138,369,788
	
	
	110,960,112
	

	Basic and diluted net loss per share atributable to
	$
	(0.22)
	
	$
	(0.28)
	
	$
	(0.35)
	
	$
	(0.76)
	

	common stockholders (1)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



(1) The weighted-average common shares and thus the net loss per share calculatons and potentally dilutve security amounts for all periods prior to the Business Combinaton have been retrospectvely adjusted to the equivalent number of shares outstanding immediately afer the Business Combinaton to efect the reverse recapitalizaton. Historically reported weighted average shares outstanding have been multplied by the exchange rato of approximately 1.47. See Note 3 for further informaton.

15. RESTRUCTURING CHARGES

On July 25, 2022, the Company announced a restructuring of its operatons and a reducton in workforce due to the macroeconomic environment. As a result of the restructuring, the Company incurred a restructuring charge of $900 associated primarily with severance and health insurance expenses related to 25 full-tme employees, representng approximately 9% of full-tme employee base at the tme of the restructuring. The costs associated with the restructuring were recorded in the quarter ended September 30, 2022. The restructuring reduced the Company’s costs related to its pipeline candidates, discovery programs, business development, and the Company's dual platorm in order to prioritze certain of its commercial eforts, and the Company will contnue to reduce costs in each of these areas.

On November 14, 2022, the Company announced a second reducton in workforce further reducing our headcount by approximately 59 employees, or approximately 22% of our full-tme employees as of September 30, 2022. As a result of the reducton in workforce, the Company expects to incur a charge of approximately $2,600 associated primarily with severance, employee benefts and related costs. In additon, the Company expects to record a stock-based compensaton charge and corresponding payroll tax expense related to equity compensaton for employees impacted by the reducton in workforce. The Company expects to record substantally all costs related to the second reducton in workforce during the quarter ended December 31, 2022 when we expect the second reducton in workforce will be substantally complete. However, the required agreements that will be executed by the






Pear Therapeutcs, Inc. | Form 10-Q |Page 24

Table of Contents

Pear Therapeutcs, Inc.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share amounts)



departng employees are subject to local law and consultaton requirements, which could extend the process into the frst quarter of 2023. Further, the charges the Company expects to incur are subject to assumptons, and actual charges may difer from the estmate disclosed above.

16. SUBSEQUENT EVENT

We have evaluated events and transactons occurring afer the balance sheet date through the date of our consolidated fnancial statements were issued and concluded that there were no events or transactons occurring during this period that required recogniton or disclosure in our consolidated fnancial statements, except for maters described in Note 15 related to the November 2022 workforce reducton.

* * * * * *
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report on Form 10-Q contains forward-looking statements based upon current expectatons that involve risks and uncertaintes. Pear’s actual results may difer materially from those antcipated in these forward-looking statements as a result of various factors, including those set forth in the “Risk Factors” secton included in Part II, Item 1A of this Form 10-Q. All references to years, unless otherwise noted, refer to our fscal years, which end on December 31. For purposes of this secton, all references to “we,” “us,” “our,” “Pear,” or the “Company” refer to Pear Therapeutcs, Inc. and its consolidated subsidiaries.

The following discussion and analysis should also be read in conjuncton with the accompanying consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q. This Item 2 generally discusses 2022 and 2021 fnancial conditon and results of operatons and year-to-year comparisons between 2022 and 2021.

Overview

Pear is a commercial-stage healthcare company pioneering a new class of medicine, referred to as PDTs, which use sofware to treat disease. Our vision is to advance healthcare through the widespread use of PDTs.

Two of our FDA-authorized PDTs are for the treatment of addicton. Our frst product, reSET, is indicated for the treatment of substance use disorder (“SUD”) as a monotherapy. Our second product, reSET-O, is indicated for the treatment of opioid use disorder (“OUD”) in combinaton with buprenorphine.

Our third product, Somryst, is indicated for the treatment of chronic insomnia.

Operatng Segments

We operate our business in a single segment and as one reportng unit, which is how our chief operatng decision maker (who is our president and chief executve ofcer) reviews fnancial performance and allocates resources.

Factors Afectng Our Performance and Results of Operatons

We believe that our performance and future success depend on many factors that present signifcant opportunites for us, but also pose risks and challenges, including those discussed more fully under the heading “Risk Factors” in Part II, Item 1A of this Form 10-Q.

Key Business Metrics

We monitor the key non-fnancial operatng performance metrics to help us evaluate our business, identfy trends afectng our business, formulate business plans, and make strategic decisions. The metrics include the following:

A. Total Prescriptons in a given period is (a) the imputed number of prescriptons based on revenue recognized under Access Agreements, plus (b) the number of prescriptons writen which are not imputed under Access Agreements.

B. Fulfllment Rate in a given period is (a) the number of prescriptons for which either a patent commences therapy or there is a contractual payment obligaton and revenue has been recognized divided by (b) Total Prescriptons. (Total Prescriptons tmes Fulfllment Rate equals Fulflled Prescriptons.)

C. Payment Rate in a given period is (a) the number of prescriptons for which the company receives payment divided by (b) Fulflled Prescriptons. (Fulflled Prescriptons tmes Payment Rate equals Paid Prescriptons.)

D. Average Selling Price, or ASP, in a given period is the average price received by the Company per script for which the Company receives payment.
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	Three Months Ended
	Nine Months Ended September

	Key Performance Operatng Metric
	September 30, 2022
	30, 2022

	
	
	

	Total Prescriptons
	11,400+
	31,000+

	Fulfllment Rate
	60%
	58%

	
	
	

	Payment Rate
	49%
	48%

	Average Selling Price (ASP)
	$1,345
	$1,333



Product Revenue

We generate product revenue from the sale of our three FDA-authorized PDTs: reSET, reSET-O, and Somryst. We began our eforts to self-commercialize reSET and reSET-O in Q4 2019 and Somryst in Q4 2020. Sales of our existng products are expected to reduce our net operatng losses over tme, but we cannot predict when we will achieve proftability.

We enter into agreements with health care providers and payors, and state and local governments, to provide prescriptons which provide for volume-based discounts and other discounts, and in certain circumstances, value-based rebates (“Access Agreements”). We also enter into arrangements with health care providers and payors that provide for government-mandated and/or privately negotated rebates and discounts with respect to the purchase of our products. A porton of the product revenue is recognized when the products are made available to the customer (via Access Agreements) or when a prescripton is fulflled (via third party reimbursement), and the porton of the product revenue related to the clinician’s access to our proprietary clinician dashboard is deferred and recognized ratably over the remaining term of the contract (if purchased via an Access Agreement) or the prescripton duraton (if purchased via third party reimbursement).

Product revenue from our existng three FDA-authorized PDTs, as well as potental future product candidates, is and will be impacted by the many factors, including the following variables: patent and clinician adopton of PDTs, pricing, reimbursement, contngency management, and product mix.

Patent and Clinician Adopton of PDTs — To contnue to grow our business, we will need to execute on our current business strategy of achieving and maintaining broad market acceptance of our PDTs by patents and physicians. Market acceptance and adopton of our PDTs depends on educatng patents, self-insured employers, commercial and government payors, health plans and physicians, and other government enttes, as to the distnct features, therapeutc benefts, cost savings, and other advantages of our PDTs as compared to compettve products or other currently available treatment optons.

Pricing — In the future, assuming that we have sufcient operatng capital, we expect to grow the number of commercially available PDTs in our product portolio, ofering a broad range of PDTs spanning multple price points. PDTs may be subject to competton which may impact our pricing. In additon, our products may be subject to legislatve prescripton-pricing practces. Further, we contnue to collect additonal data to enhance product performance and bolster health economics and outcomes research (“HEOR”) and associated cost savings for payors. Our average selling price could decline over tme as we engage in larger volume transactons that extend over multple years and provide for larger volume discounts.

Reimbursement — Our payor strategy focuses across all major payor channels, including employers, Integrated Delivery Networks (“IDNs”), pharmacy beneft managers (“PBMs”), commercial payors, and government payors, including Medicaid and Medicare. We expect to increase our number of payors, and the pricing for such payors may vary as net prices for our products may be reduced by mandatory discounts or rebates required by government healthcare programs or private payors and can be subject to customary discounts and rebates. In additon, some of our products may be subject to certain customer incentve programs. Even if coverage is provided, the approved reimbursement amount may not be high enough to allow us to establish or maintain pricing sufcient to achieve proftability. In the future, as our market access team educates payors on the clinical atributes of our products, we expect our products to secure favorable coverage policies and to maximize the covered lives that have reimbursement for our products.
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Contngency Management — Costs related to clinically-validated rewards patents earn as they complete treatment goals within our reSET and reSET-O PDTs are recorded as contra revenue.

Product Mix — Sales of certain products have, or are expected to have, higher gross margins than others. As a result, our fnancial performance depends, in part, on the mix of products we sell during a given period.

Cost of Product Revenue

Cost of product revenue consists primarily of costs that are closely correlated or directly related to the delivery of our products, including pharmacy costs, royaltes paid under license agreements related to our commercialized products, amortzaton of milestone payments capitalized related to commercialized products, hostng costs, and personnel-related costs, including salaries and bonuses, employee benefts, and stock-based compensaton atributable to employees in a partcular functon and associated with our implementaton services. We expect the cost of product revenue to increase as we further commercialize our products and increase the volume of prescriptons flled. However, we expect our cost of product revenue to decrease as a percentage of total revenue over the longer-term subject to the expected revenue growth.

Research and Development Expenses

As of September 30, 2022, we have multple product candidates in our pipeline. As of July 25, 2022, we paused most investment in our pipeline in order to conserve cash, and we expect our R&D expenses will decrease during the second half of 2022 and into 2023. In additon, we antcipate that our personnel costs will decline as result of the reductons in workforce that occurred in July and November 2022.

R&D expenses consist of costs incurred in performing R&D actvites, which include:

· expenses incurred in connecton with the development of our pipeline of PDTs;

· expenses incurred to enhance our products;

· costs in connecton with third-party licensing agreements, including development and regulatory milestones;

· personnel-related expenses, including salaries, bonuses, benefts, and stock-based compensaton for employees engaged in R&D functons;

· cost of clinical trials;

· expenses incurred in connecton with the discovery and development of our PDTs, including under agreements with third partes, such as consultants;

· expenses incurred under agreements with consultants who supplement our internal capabilites, including sofware development;

· facilites, depreciaton, and other expenses, which include direct and allocated expenses, such as rent and maintenance of facilites, insurance, and other operatng costs for space and costs directly related to R&D functons; and

· capitalizaton of certain sofware development costs atributable to the development of our data foundry during the applicaton development stage of the project and amortzaton of the costs to research and development upon completon over the expected life of the sofware.

Each of our product candidates has technical, clinical, regulatory, and commercial risk, including those discussed more fully under the heading “Risk Factors” in Part II, Item 1A of this Form 10-Q.

We expense R&D costs as incurred and do not track the costs at a project level. Advance payments made for goods or services to be received in the future for use in R&D actvites are recorded as prepaid expenses. The prepaid
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amounts are expensed as the benefts are consumed. In the early phases of development, our R&D costs are ofen devoted to product platorm and proof-of-concept studies that are not necessarily allocable to a specifc product.

Selling, General, and Administratve Expenses

Selling, general, and administratve, or SG&A, expenses consist primarily of compensaton for personnel, including stock-based compensaton related to commercial, marketng, executve, fnance and accountng, informaton technology, corporate and business development, and human resource functons. Other SG&A expenses include marketng initatves, market research and analysis, conferences and trade shows, travel expenses, professional services fees (including legal, patent, accountng, audit, tax, and consultng fees), insurance costs, amortzaton of internal-use sofware, general corporate expenses, and allocated facilites-related expenses, including rent and maintenance of facilites.

We expect SG&A expenses to decrease as we reduce spending primarily on personnel-related expenses and certain commercial eforts in connecton with our restructuring actvites, including the reductons in workforce that occurred in July and November 2022.

Interest and other income (expense), net

Interest expense includes interest due under our Credit Agreement with Perceptve Credit Holdings III, LP, as administratve agent for the lenders, which we refer to as the Perceptve Credit Facility, and accreton of the debt discount on the Perceptve Credit Facility as well as the change in the fair value of our derivatve liabilites and earn-out liabilites that occurred during the period. We expect interest expense to increase as London Interbank Ofered Rate (“LIBOR”) increases. In additon, it includes the accreton of the interest of the seller fnancing in connecton with the Waypoint asset acquired in November 2021. See Note 9 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

Interest income consists of interest earned on cash balances held in interest-bearing accounts. We expect our interest income will fuctuate based on rising interest rates, our cash balances on hand, the tming and ability to raise additonal funds as well as the amount of expenditures for our commercial products and R&D for our product candidates and ongoing business operatons.

Financial Highlights

Year-over-year product revenue grew by approximately 264% to $9.3 million from $2.6 million primarily due to an increase in sales of reSET and reSET-O under access agreements.

We incurred net losses of $49.1 million and $83.9 million for the nine months ended September 30, 2022 and 2021, respectvely, representng a period-over-period decrease of $34.8 million or 41.4%. This decrease was primarily due to a change in the fair value of the earn-out liabilites of $41.0 million for the nine months ended September 30, 2022; a gain related to the change in fair value of the Public Warrants and the Private Placement Warrants of $6.1 million for the nine months ended September 30, 2022, compared to a $7.3 million loss for the nine months ended September 30, 2021, related to the Legacy Pear warrants; and a $7.2 million increase in total revenue period over period. These increases were partally ofset by a $24.5 million increase in personnel-related expenses, primarily related to new hires as we expanded from an average of 213 employees for the nine months ended September 30, 2021, to an average of 293 employees for the nine months ended September 30, 2022. As of September 30, 2022, we had approximately 260 full-tme employees. We had a $4.6 million increase in costs related to being a public company period over period, primarily related to our directors and ofcers insurance. To date, we have funded our operatons primarily with proceeds from sales of Legacy Pear’s convertble preferred stock, proceeds as a result of the Business Combinaton, payments received in connecton with collaboraton and license agreements, product sales, and proceeds from borrowings under various credit facilites. Since our incepton, we have received gross cash proceeds of $175.3 million as a result of the Business Combinaton (see Note 3 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q), and gross cash proceeds of $268.2 million from sales of our Legacy Pear’s convertble preferred stock; we currently have $30.0 million of debt outstanding under the Perceptve Credit Facility.
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Recent Events

Restructuring and Reductons in Workforce

On July 25, 2022, the Company restructured its operatons to narrow its near-term business focus and reduce its workforce due to the macroeconomic environment. As a result of the restructuring, the Company incurred a charge of $0.9 million primarily associated with the severance and health insurance expenses related to 25 full-tme employees, representng approximately 9% of the the full-tme employee at the tme of the restructuring and reducton in workforce. The restructuring reduced the Company’s cost of the pipeline candidates, discovery programs, business development, and the Company's dual platorm in order to prioritze certain of its commercial eforts and will contnue to reduce costs in each of these areas. The direct costs associated with the restructuring and reducton in workforce were recorded in the quarter ended September 30, 2022.

As of July 25, 2022, in connecton with this restructuring, we paused most investment in our pipeline which is discussed in detail in Part I, Item 1 of our Form 10-K fled with the Securites and Exchange Commission on March 29, 2022.

On November 14, 2022, we announced a second reducton in workforce further reducing our headcount by approximately 59 employees, or approximately 22% of our full-tme employees as of September 30, 2022, due to the worsening macroeconomic environment. The Company currently estmates it will incur cash charges of approximately $2.6 million in connecton with the second reducton in workforce, related to severance payments, employee benefts and related costs, primarily in the fourth quarter of 2022, when it antcipates that the reducton in workforce will be substantally complete. In additon, the Company expects to record a stock-based compensaton charge of between $0.3 million and $0.9 million and corresponding payroll tax expense related to modifcatons of equity awards for employees impacted by the reducton in workforce, subject to local law and consultaton requirements, which could extend the process into the frst quarter of 2023. The Company's estmate of the stock-based compensaton charge and the corresponding payroll tax expense related to equity compensaton for employees is subject to several assumptons, including the future price of the Company's stock at the tme of the award modifcatons. Further, the charges the Company expects to incur are subject to assumptons, and actual charges may difer from the estmate disclosed above. In the aggregate, over the next twelve months, the reducton in force is expected to result in approximately $10.7 million in cash operatng expense savings related to foregone salaries and benefts. Each afected employee’s eligibility for severance benefts is contngent upon such employee’s executon of a separaton agreement, which includes a general release of claims against the Company.

We expect the July and November 2022 restructuring actvites will save an aggregate of approximately $14.7 million in compensaton, benefts, and related payroll taxes during the year ending December 31, 2023.

Business Combinaton

On December 3, 2021, (the “Closing Date”) we consummated a business combinaton, pursuant to the terms of the Business Combinaton Agreement dated June 21, 2021. Upon the consummaton of the Business Combinaton, Oz Merger Sub, a newly formed subsidiary of THMA, merged with and into Pear, with Pear surviving. THMA was renamed Pear Therapeutcs, Inc. (“Pear”) and Pear Therapeutcs, Inc. was renamed Pear Therapeutcs (US), Inc. (“Legacy Pear”). Legacy Pear is deemed the accountng predecessor and the post-company successor US Securites and Exchange Commission (“SEC”) registrant, which means Legacy Pear fnancial statements for previous periods will be disclosed in this Form 10-Q. Future period reports fled with the SEC will include Pear Therapeutcs, Inc. and its subsidiaries.

The Business Combinaton was accounted for as a reverse recapitalizaton. Under this method of accountng, THMA was treated as the acquired company for fnancial statement reportng purposes. The most signifcant change in the post-combinaton company’s reported fnancial positon and results was an increase in cash of $175.0 million. We paid $32.8 million in transacton costs relatng to the business combinaton. We recorded a liability related to the Public Warrants and the Private Placement Warrants of $16.5 million and $95.4 million related to the earn-out shares that holders of Legacy Pear common stock and Legacy Pear convertble preferred
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stock prior on the Closing Date who received the contngent right to receive up to 12,395,625 additonal shares of Class A common stock (the “Earn-Out Shares”) upon the achievement of certain earn-out targets.

As a consequence of the Business Combinaton, we became the successor to an SEC-registered and Nasdaq-listed company, and we have hired additonal personnel and implemented procedures and processes to address public company regulatory requirements and customary practces. We expect to incur additonal annual expenses as a public company for, among other things, directors’ and ofcers’ liability insurance, director fees, and additonal internal and external accountng and legal and administratve resources, including increased audit and legal fees over those as a private company.

Economic Conditons (Impact of COVID-19)

In March 2020, the World Health Organizaton declared the global outbreak of COVID-19 to be a pandemic. The pandemic has signifcantly impacted the economic conditons in the US, as federal, state and local governments react to the public health crisis, creatng signifcant uncertaintes in the US economy. The downstream impact of various lockdown orders and related economic pullback afect our business and our customers to varying degrees. Although conditons have improved in the US in recent months, on October 13, 2022, the US Secretary of Health and Human Services extended the COVID-19 public health emergency declaraton through at least January 11, 2023. We contnue to closely monitor the impact of COVID-19 on all aspects of our business, including how it is impactng our customers, patents, employees, suppliers, vendors, and business partners. We are unable to predict the specifc impact that COVID-19 may have on our business, fnancial positon, and operatons moving forward due to the numerous uncertaintes. Any estmates made herein may change as new events occur and additonal informaton is obtained, and actual results could difer materially from any estmates made herein under diferent assumptons or conditons.

For further details see the informaton under the heading “Risk Factors” in Part II, Item 1A in this Form 10-Q. We are unable to predict the full impact that the COVID-19 pandemic will have on our future results of operatons, liquidity, and fnancial conditon due to numerous uncertaintes, including the duraton of the pandemic and the actons that may be taken by government authorites across the US. The COVID-19 pandemic has also afected global access to capital and caused signifcant volatlity in fnancial markets. Signifcant deterioraton of the US and global economies or rapid increases in infaton could have an adverse impact on our future liquidity needs. As a result of the COVID -19 pandemic, we shifed our workforce to a hybrid model in which employees in one of our three ofces work both remotely and onsite, and we antcipate we will contnue to use this model going forward. In additon, our workforce has deep domain knowledge across a range of healthcare, technology, and general business, which was partally achieved by having certain of our employees working remotely across the US. Pear will contnue to monitor the performance of its business and assess the impacts of COVID-19.

Impact of Infaton

We are experiencing rising costs for certain infaton-sensitve operatng expenses such as labor and certain service providers that are heavily dependent on labor. We do not believe these impacts were material to net income during the nine months ended September 30, 2022 or will be going forward. However, signifcant sustained infaton driven by the macroeconomic environment or other factors could negatvely impact our margins, proftability, and results of operatons in future periods.
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Results of Operatons

The tables and discussion below present the results for the periods indicated:

	
	
	
	Three Months Ended September 30,
	
	Change
	
	

	(in thousands, except percentages)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	$
	
	
	%
	

	Revenues
	
	
	
	
	
	
	
	
	
	
	
	
	

	Product revenue
	$
	3,528
	
	$
	1,203
	
	$
	2,325
	
	
	193 %
	

	Collaboraton and license revenue
	
	555
	
	
	108
	
	
	447
	
	
	414 %
	

	Total revenues
	
	4,083
	
	
	1,311
	
	
	2,772
	
	
	211 %
	

	Cost and operatng expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of product revenue
	
	2,555
	
	
	2,120
	
	
	435
	
	
	21 %
	

	Research and development
	
	10,390
	
	
	9,576
	
	
	814
	
	
	9 %
	

	Selling, general, and administratve
	
	17,767
	
	
	17,966
	
	
	(199)
	
	
	(1)%
	

	Total cost and operatng expenses
	
	30,712
	
	
	29,662
	
	
	1,050
	
	
	4 %
	

	Loss from operatons
	
	(26,629)
	
	
	(28,351)
	
	
	1,722
	
	
	(6)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Interest and other expenses, net
	
	(647)
	
	
	(1,042)
	
	
	395
	
	
	(38)%
	

	Change in estmated fair value of earn-out liability
	
	(2,829)
	
	
	—
	
	(2,829)
	
	
	*
	

	Change in estmated fair value of warrant liabilites
	
	(618)
	
	
	(1,905)
	
	
	1,287
	
	
	(68)%
	

	Total other expense
	
	(4,094)
	
	
	(2,947)
	
	
	(1,147)
	
	
	39 %
	

	Net loss
	$
	(30,723)
	
	$
	(31,298)
	
	$
	575
	
	
	(2)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



__________________
* Percentage change not meaningful.

Product revenue—Product revenue for the three months ended September 30, 2022 was $3.5 million, compared to $1.2 million for the three months ended September 30, 2021. The increase of $2.3 million was primarily driven by increased sales of reSET and reSET-O under Access Agreements.

Collaboraton and license revenue—Collaboraton and license revenue for the three months ended September 30, 2022 was $0.6 million, compared to $0.1 million for the three months ended September 30, 2021 primarily due to the development work completed on a Japanese-language digital therapeutc for the treatment of sleep/wake disorders for the Japanese market in collaboraton with SofBank Corp. See Item 2, “Related Party Transactons” below for informaton regarding the related party nature of the agreement.

Cost of product revenue—Cost of product revenue for the three months ended September 30, 2022 was $2.6 million, compared to $2.1 million for the three months ended September 30, 2021. This increase was primarily due to implementaton costs associated with our Access Agreements and minimum royaltes related to licensing agreements for commercialized products, pharmacy, and hostng costs for our PDTs. Cost of product revenue represented 62.6% and 161.7% of total revenue for the three months ended September 30, 2022 and 2021, respectvely. We expect cost of product revenue to decrease as a percentage of revenue as revenue increases.

Research and development—R&D expenses for the three months ended September 30, 2022 were $10.4 million, compared to $9.6 million for the three months ended September 30, 2021. The increase of $0.8 million was primarily due to an increase of $1.9 million of personnel-related costs as we expanded our average R&D staf from 104 for the three months ended September 30, 2021, to 124 for the three months ended September 30, 2022. We antcipate decreases in R&D costs compared to prior periods as a result of the restructuring, including the delay and cessaton of certain pipeline actvites and the reductons in workforce announced in July and November 2022.

Selling, general, and administratve—SG&A expenses for the three months ended September 30, 2022 were $17.8 million, compared to $18.0 million for the three months ended September 30, 2021. This decrease of $0.2 million
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was primarily due to a $2.3 million decrease in marketng and advertsing costs, a $1.7 million decrease in other operatng costs, and a $0.4 million decrease in professional fees and reduced personnel costs resultng from the restructuring and reducton in workforce announced on July 25, 2022. These decreases were partally ofset by the following increases:

· $2.8 million in personnel-related costs. While average headcount was consistent period over period, as a result of the severance payments made under the reducton in workforce announced in July 2022, compensaton costs were higher for the three months ended September 30, 2022;

· $0.6 million of public company costs, primarily related to insurance for our directors and ofcers; and

· $0.4 million of depreciaton and amortzaton expense, primarily related to amortzaton of sofware used in our patent support center.

We antcipate further decreases in the future in compensaton and other operatng costs compared to prior periods as a result of the restructuring and reductons in workforce announced in July and November 2022.

Interest and other (expense) income, net—Interest and other income (expense), net, was an expense of $0.6 million for the three months ended September 30, 2022, compared to an expense of $1.0 million for the three months ended September 30, 2021. This decrease is mainly the result of increased interest income on cash equivalents and short-term investments of $0.4 million during the three months ended September 30, 2022.

Change in fair value of earn-out liabilites—For the three months ended September 30, 2022 we recognized a $2.8 million loss as a result of the change in fair value of earn-out liabilites.

Change in fair value of warrant liabilites—We recognized a $1.9 million loss for the three months ended September 30, 2021 related to the Legacy Pear warrants, which were exercised in 2021 prior to the Business Combinaton. For the three months ended September 30, 2022, we recognized a loss of $0.6 million related to outstanding the Public Warrants and the Private Placement Warrants.
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	Nine Months Ended September 30,
	
	Change
	
	

	(in thousands, except percentages)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	
	
	$
	
	
	%
	

	Revenues
	
	
	
	
	
	
	
	
	
	
	
	
	

	Product revenue
	$
	9,274
	
	$
	2,550
	
	$
	6,724
	
	
	264 %
	

	Collaboraton and license revenue
	
	855
	
	
	338
	
	
	517
	
	
	153 %
	

	Total revenues
	
	10,129
	
	
	2,888
	
	
	7,241
	
	
	251 %
	

	Cost and operatng expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of product revenue
	
	6,437
	
	
	3,585
	
	
	2,852
	
	
	80 %
	

	Research and development
	
	36,370
	
	
	24,943
	
	
	11,427
	
	
	46 %
	

	Selling, general, and administratve
	
	61,512
	
	
	45,811
	
	
	15,701
	
	
	34 %
	

	Total cost and operatng expenses
	
	104,319
	
	
	74,339
	
	
	29,980
	
	
	40 %
	

	Loss from operatons
	
	(94,190)
	
	
	(71,451)
	
	
	(22,739)
	
	
	32 %
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other income (expenses):
	
	
	
	
	
	
	
	
	
	
	
	

	Interest and other expenses, net
	
	(2,006)
	
	
	(3,086)
	
	
	1,080
	
	
	(35)%
	

	Change in estmated fair value of earn-out liability
	
	40,961
	
	
	—
	
	40,961
	
	
	*
	

	Change in estmated fair value of warrant liabilites
	
	6,115
	
	
	(7,302)
	
	
	13,417
	
	
	*
	

	Loss on issuance of Legacy Pear convertble preferred stock
	
	—
	
	(2,053)
	
	
	2,053
	
	
	(100)%
	

	Total other income (expense)
	
	45,070
	
	
	(12,441)
	
	
	57,511
	
	
	*
	

	Net loss
	$
	(49,120)
	
	$
	(83,892)
	
	$
	34,772
	
	
	(41)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



__________________
* Percentage change not meaningful.

Product revenue—Product revenue for the nine months ended September 30, 2022, was $9.3 million, compared to $2.6 million for the nine months ended September 30, 2021. The increase of $6.7 million was primarily driven by increased sales of reSET and reSET-O under Access Agreements.

Collaboraton and license revenue—Collaboraton and license revenue for the nine months ended September 30, 2022 was $0.9 million, compared to $0.3 million for the nine months ended September 30, 2021 primarily due to the development work completed on a Japanese-language digital therapeutc for the treatment of sleep/wake disorders for the Japanese market in collaboraton with SofBank Corp. See Item 2, “Related Party Transactons” below for informaton regarding the related party nature of the agreement.

Cost of product revenue—Cost of product revenue for the nine months ended September 30, 2022, was $6.4 million, compared to $3.6 million for the nine months ended September 30, 2021. This increase of $2.9 million was primarily due to implementaton costs associated with our Access Agreements and minimum royaltes related to licensing agreements for commercialized products, pharmacy, and hostng costs for our PDTs. Cost of product revenue represented 63.6% and 124.1% of total revenue for the nine months ended September 30, 2022 and 2021, respectvely. We expect cost of product revenue to decrease as a percentage of revenue as revenue increases.

Research and development—R&D expenses for the nine months ended September 30, 2022 were $36.4 million, compared to $24.9 million for the nine months ended September 30, 2021. The increase of $11.4 million was primarily due to an increase of $10.0 million of personnel-related costs as we contnued shifing our sofware development work from external to internal resources, and coinciding with an increase in average R&D headcount from 93 for the nine months ended September 30, 2021, to 132 for the nine months ended September 30, 2022. We antcipate decreases in R&D costs compared to prior periods as a result of the restructuring and reductons in workforce announced in July and November of 2022.

Selling, general, and administratve—SG&A expenses were $61.5 million and $45.8 million for the nine months ended September 30, 2022 and 2021, respectvely. The increase of $15.7 million was primarily due to:
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· $11.8 million in personnel-related costs as a result of an increase in average headcount from 111 for the nine months ended September 30, 2021, to 139 for the nine months ended September 30, 2022, primarily in the commercial team as we expand our commercial footprint;

· $4.6 million of public company costs, including certain professional fees and insurance for our directors and ofcers;

· $0.7 million of travel costs associated with increased business actvity and our growing customer base; and

· $1.3 million of depreciaton and amortzaton expense, primarily related to amortzaton of sofware used in our patent support center.

These increases were ofset by a decrease of $2.6 million in other operatng expenses as a result of cost saving initatves. We antcipate further decreases in employee related costs compared to prior periods as a result of the reductons in workforce, exclusive of the costs associated for the reducton in workforce that are expected to be included in the quarter ended December 31, 2022.

Interest and other (expense) income, net—Interest and other income (expense), net, for the nine months ended September 30, 2022 was an expense of $2.0 million compared to an expense of $3.1 million for the nine months ended September 30, 2021. This decrease is mainly the result of $0.7 million of interest income on cash equivalents and short-term investments and a $0.7 million gain from the change in the fair value of the embedded debt derivatve recorded during nine months ended September 30, 2022.

Change in fair value of earn-out liabilites—For the nine months ended September 30, 2022, we recognized a $41.0 million gain as a result of the change in fair value of the earn-out liabilites.

Change in fair value of warrant liabilites—We recognized a $7.3 million loss for the nine months ended September 30, 2021 related to the Legacy Pear Warrants, which were exercised in 2021 prior to the Business Combinaton. For the nine months ended September 30, 2022, we recognized a gain of $6.1 million related to the Public Warrants and the Private Placement Warrants.

Loss on issuance of Legacy Pear convertble preferred stock—In February 2021, we issued shares of Legacy Pear Series D-1 Preferred Stock. The shares were recorded at their estmated fair market value on the date of issuance. In connecton with the Legacy Pear Series D-1 Preferred Stock, we recorded a loss of $2.1 million for the nine months ended September 30, 2021, which represents the amount by which the estmated fair value of the shares exceeded the sale price, net of issuance costs.

Income tax—We did not incur income tax expenses for the nine months ended September 30, 2022 and 2021. Given our lack of prior earnings history, we have a full valuaton allowance primarily related to our net operatng loss and R&D credit carryforwards that we do not consider more likely than not to be realized.

Liquidity and Capital Resources

Since our incepton, our primary sources of capital have been proceeds from sales of Legacy Pear convertble preferred stock, payments received in connecton with collaboraton agreements, proceeds from borrowings under various credit facilites, and the Business Combinaton. See Note 3 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

We have three commercial products: reSET, reSET-O, and Somryst. The revenue from the sale of these products at the present tme is not sufcient to cover the operatng costs incurred. Our ability to achieve sufcient revenue to cover our costs is highly dependent on our PDTs achieving and maintaining broad market acceptance by patents and physicians and obtaining reimbursement from third-party payors. We have incurred recurring losses from incepton and antcipate net losses and negatve operatng cash fows for the near future. For the nine months ended September 30, 2022 and 2021, we incurred net operatng losses of $49.1 million and $83.9 million, respectvely.
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As of September 30, 2022 and December 31, 2021, we had an accumulated defcit of $297.1 million and $248.0 million, respectvely. As of September 30, 2022 and December 31, 2021, we had outstanding debt of $27.5 million and $27.0 million, net of debt issuance costs, respectvely. Our cash fows may fuctuate and are difcult to forecast and will depend on many factors. As of September 30, 2022 and December 31, 2021, we had cash and cash equivalents of $59.7 million and $169.6 million, respectvely.

Our primary uses of capital are, and we expect will contnue to be for the near future, funding operatng actvites. We have in the past and we expect in the future to capitalize labor costs related to the development of our internal-use sofware.

In the future, we will need to raise additonal capital to pursue our growth strategy and support contnuing operatons. Untl such tme as we can generate signifcant revenue to fund operatons, we expect to seek additonal capital from the issuance of equity, debt, or other capital transactons. If sufcient funds on acceptable terms are not available when needed, we will be required to signifcantly reduce our operatng expenses further by a signifcant amount. On July 25, 2022, we restructured our business operatons to narrow our near-term business focus and decreased our workforce to reduce our operatng expenses. We announced a further reducton in workforce on November 14, 2022. We may be unable to increase our revenue, raise additonal funds, or enter into such other agreements or arrangements when needed on favorable terms, or at all. Despite our recent restructuring, if we fail to raise capital or enter into such agreements as and when needed, we may have to signifcantly delay, further scale back or discontnue the development and commercializaton of more of our product candidates and other strategic initatves. We are also subject to various covenants related to the Perceptve Credit Facility, and given the substantal doubt about our ability to contnue as a going concern, there is a risk that we may not meet our covenants in the future. As of September 30, 2022 and December 31, 2021, we met our covenants, however we concluded that the above circumstances raise substantal doubt about our ability to contnue as a going concern. See Note 7 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

Cash and Cash Equivalents

As of September 30, 2022, we had $59.7 million of cash and cash equivalents. Our future capital requirements may vary from those currently planned and will depend on various factors, including the tming and extent of R&D spending and spending on other strategic business initatves, including expanding our commercial operatons.

Liquidity Risks

We expect to incur substantal additonal expenditures in the near term to support our ongoing actvites, including costs related to being a public company. We expect to contnue to incur net losses for the foreseeable future. Our ability to fund our product development and clinical operatons as well as commercializaton of our product candidates will depend on the amount and tming of cash available to fund operatons. Our future liquidity and capital funding requirements will depend on numerous factors, including:

· our revenue growth;

· the ability to obtain third-party payor reimbursement for our current products;

· the amount and tming of sales and other revenues from our product candidates, if approved, including the sales price and the availability of coverage and adequate third-party payor reimbursement;

· our commercial actvites, including sales and marketng;

· our R&D eforts;

· the emergence and efect of competng or complementary products;

· the outcome, tming, and cost of meetng regulatory requirements established by the FDA, or comparable foreign regulatory authorites;
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· the progress, tming, scope, and costs of our preclinical studies, clinical trials, potental future clinical trials, and other related actvites;

· the costs of commercializaton actvites for any of our product candidates that receive marketng authorizaton, including the costs and tming of establishing product sales, marketng and hostng capabilites, or entering into strategic collaboratons with third partes to leverage or access these capabilites;

· the cash requirements of developing our programs and our ability and willingness to fnance their contnued development;

· the cash requirements of any future discovery of product candidates;

· our ability to retain our current employees;

· the tme and cost necessary to respond to technological and market developments, including other products that may compete with one or more of our product candidates;

· debt service requirements;

· the extent to which we acquire or invest in business, products, or technology;

· our ability to reduce or contain certain costs and expenses;

· the impact of the macroeconomic environment; and

· the impact of the COVID-19 pandemic.

A change in the outcome of any of these or other variables with respect to the development of any of our product candidates could signifcantly change the costs and tming associated with the sale of our products or the development of product candidates. Further, our operatng plans may change in the future, and we may need additonal funds to meet operatonal needs and capital requirements associated with such operatng plans. See the informaton under the heading “Risk Factors” included in Part II, Item 1A this Form 10-Q for risks related to our fnancial conditon.

Because of the numerous risks and uncertaintes associated with the development and commercializaton of our product candidates, we are unable to estmate the amounts of increased capital outlays and operatng expenditures associated with our current and antcipated product development programs.

Funding Requirements

Please see the risks associated with our substantal capital requirements explained more fully under the heading “Risk Factors-We will need substantal additonal funding, and if we are unable to raise capital when needed or on terms favorable to us, our business, fnancial conditon, and results of operaton could be materially and adversely afected” in Part II, Item 1A of this Form 10-Q.

Debt Financing and Covenants

Borrowings under our secured Perceptve Credit Facility were $30.0 million as of September 30, 2022 and December 31, 2021; these borrowings were used to extnguish the former SVB Term Loan and for general business purposes. The Perceptve Credit Facility matures in June 2025. We are required to pay a variable rate of interest based upon the one-month LIBOR rate plus 11.0%, subject to a LIBOR foor of 1.0%. As of September 30, 2022, the annual interest rate was 13.6%. The Company is required to make interest-only payments untl May 31, 2024, afer which point the Company will be required to make monthly payments of principal equal to 3.0% of the then outstanding principal untl maturity on June 30, 2025.

The Perceptve Credit Facility is secured by substantally all of the assets of the Company, including our intellectual property. The Perceptve Credit Facility requires the Company to (i) maintain a minimum aggregate cash balance of $5.0 million in one or more controlled accounts, and (ii) as of the last day of each fscal quarter commencing with
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the fscal quarter ending March 31, 2022, report revenues for the trailing 12-month period that exceed the amounts that range from $5.8 million for the fscal quarter ending March 31, 2022, to $125.0 million for the fscal quarter ending March 31, 2025. For the quarter ending December 31, 2022, the trailing 12-month period revenue requirement is $18 million. The Perceptve Credit Facility contains various afrmatve and negatve covenants that limit the Company’s ability to engage in specifed types of transactons. The Company was in compliance with the covenants under the Perceptve Credit Agreement as of September 30, 2022.

See Note 7 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton. In the future, we may seek to obtain other additonal sources of fnancing, including incurring term debt or issuing equity or debt securites.

As of September 30, 2022 and December 31, 2021, we had $0.4 million in a leter of credit outstanding in connecton with our leased property in San Francisco, California.

Contractual Obligatons, Commitments, and Contngencies

We lease our headquarters in Boston, Massachusets, under a non-cancelable operatng lease with an expiraton date of June 1, 2028. We also lease ofce space in San Francisco, California, under a non-cancelable operatng lease that expires on July 31, 2025, and ofce space in Raleigh, North Carolina, under a non-cancelable operatng lease that expires on May 31, 2026. See Note 8 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

We enter into agreements in the normal course of business with various vendors, which are generally cancellable upon notce. Payments due upon cancellaton consist only of payments for services provided or expenses incurred, including non-cancellable obligatons of service providers, up to the date of cancellaton.

In additon, under various licensing agreements to which we are a party, we are obligated to pay annual license maintenance fees and may be required to make milestone payments and to pay royaltes and other amounts to third partes. The payment obligatons under these agreements are contngent upon future events, such as our achievement of specifed milestones or generatng product revenue, and the amount, tming and likelihood of such payments are not known. Amounts related to contngent milestone payments are not considered contractual obligatons as they are contngent on the successful achievement of certain milestones. These contngent milestones may not be achieved. We cannot estmate or predict when, or if, these amounts will become due. See Note 9 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

On June 17, 2021, and as amended on August 3, 2021, we entered into a non-cancelable purchase obligaton for a subscripton to the Palantr Foundry cloud platorm, including support services, updates, and related professional services with Palantr for $9.3 million payable over three years, we have paid $3.0 million and the remaining $6.3 million is due in quarterly installments startng on October 1, 2022 contnuing through September 30, 2024.

See Note 9 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.

Director and Ofcer Indemnifcaton

We have entered into indemnifcaton agreements with our directors and certain ofcers and employees that will require us, among other things, to indemnify them against certain liabilites that may arise by reason of their status or service as directors, ofcers, or employees. No demands have been made upon us to provide indemnifcaton under such agreements and there are no claims that we are aware of that could have a material efect on our condensed consolidated balance sheets, condensed consolidated statements of operatons and comprehensive loss, condensed consolidated statements of stockholders' equity, or condensed consolidated statements of cash fows.
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Cash Flows

The following table provides a summary of cash fow data for each applicable period:

	
	
	
	Nine Months Ended September 30,
	

	(in thousands)
	
	
	
	
	
	

	
	
	2022
	
	
	2021
	

	
	
	
	
	
	
	
	

	Net cash used in operatng actvites
	
	$
	(89,615)
	
	$
	(69,199)
	

	Net cash (used in) provided by investng actvites
	
	(21,387)
	
	
	4,636
	

	Net cash provided by fnancing actvites
	
	1,194
	
	
	16,101
	

	Net decrease in cash, cash equivalents, and restricted cash
	$
	(109,808)
	
	$
	(48,462)
	

	
	
	
	
	
	
	
	



Operatng Actvites

Net cash used in operatng actvites was $89.6 million for the nine months ended September 30, 2022. Net cash used in operatng actvites consists of a net loss of $49.1 million, adjusted for non-cash items and the efect of changes in working capital. Non-cash adjustments primarily include the change in fair value of earn-out liabilites of $41.0 million, the change in fair value of warrant liabilites of $6.1 million, and net increases in operatng assets and liabilites (working capital) of $7.2 million, partally ofset by stock-based compensaton of $9.9 million,

Net cash used in operatng actvites was $69.2 million for the nine months ended September 30, 2021. Net cash used in operatng actvites consists of a net loss of $83.9 million, adjusted for non-cash items and the efect of changes in working capital. Non-cash adjustments that ofset the net loss for the period primarily include the change in fair value of Legacy Pear warrants of $7.3 million, a loss on the issuance of convertble preferred stock of Legacy Pear of $2.1 million, and stock-based compensaton expense of $2.0 million.

Investng Actvites

Net cash used in investng actvites was $21.4 million for the nine months ended September 30, 2022, and related primarily to the purchase of investments of $66.0 million ofset by proceeds from the maturity and sale of investments of $47.0 million.

Net cash provided by investng actvites was $4.6 million for the nine months ended September 30, 2021, and related primarily to maturites and sales of investments of $15.0 million ofset by purchases of investments of $8.0 million.

Financing Actvites

Through September 30, 2022, Pear has fnanced its operatons primarily through the Business Combinaton, the sale of Legacy Pear convertble preferred stock, payments received in connecton with collaboraton agreements, payments received from product sales, and borrowings under various credit facilites.

Net cash provided by fnancing actvites was $1.2 million for the three and nine months ended September 30, 2022, and related to proceeds from the exercise of stock optons.

Net cash provided by fnancing actvites was $16.1 million for the nine months ended September 30, 2021, and related to net proceeds from the issuance of Legacy Pear Series D convertble preferred stock of $19.9 million and proceeds of $0.8 million from the exercise of stock optons, partally ofset by the payment of deferred ofering costs of $4.6 million.

Related Party Transactons

Efectve March 15, 2022, we entered into a development agreement with SofBank Corp., an entty under common control with SVF II Cobbler (DE) LLC (a greater than 5% shareholder of Pear), to develop a Japanese-language digital therapeutc for the treatment of sleep/wake disorders for the Japanese market. See Note 10 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for further informaton.
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Recent Accountng Pronouncements

Refer to the accompanying notes to consolidated fnancial statements as of and for the nine months ended September 30, 2022 and 2021, included in Part I, Item 1 of this Form 10-Q for more informaton regarding recently issued accountng pronouncements, the tming of their adopton, and its assessment, to the extent it has made one, of their potental impact on its fnancial conditon and results of operatons.

Critcal Accountng Policies and Estmates

The preparaton of our consolidated fnancial statements and related disclosures in conformity with US generally accepted accountng principles, or US GAAP, and the Company’s discussion and analysis of its fnancial conditon and operatng results require the Company’s management to make judgments, assumptons and estmates that afect the amounts reported. Management bases these estmates on historical experience and on various other assumptons that it believes are reasonable under the circumstances, the results of which form the basis for making judgments about the carrying amounts of assets and liabilites. Actual results may difer materially from these estmates if past experience or other assumptons do not turn out to be substantally accurate.

The preparaton of these consolidated fnancial statements requires us to make estmates and judgments that afect the reported amounts of assets, liabilites, revenues and expenses, and the related disclosure of contngent assets and liabilites. We monitor our estmates on an ongoing basis for changes in facts and circumstances, and material changes in these estmates could occur in the future. Changes in estmates are recorded in the period in which they become known.

Our critcal accountng policies are those policies which require the most signifcant judgments and estmates in the preparaton of our condensed consolidated fnancial statements. We have determined that our most critcal accountng policies are those relatng to Legacy Pear convertble preferred and Legacy Pear common stock valuatons, revenue recogniton, valuaton of earn-out liabilites, and stock-based compensaton. There have been no signifcant changes to our existng critcal accountng policies and signifcant accountng policies discussed in the Annual Report on Form 10-K for the year ended December 31, 2021.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As a “smaller reportng company,” we are not required to provide this informaton.

ITEM 4. CONTROLS AND PROCEDURES

Evaluaton of Disclosure Controls and Procedures

Background and Remediaton of Material Weakness

As discussed in our Annual Report on Form 10-K for the year ended December 31, 2021, we identfed material weaknesses in our internal control over fnancial reportng in our evaluaton of disclosure controls and procedures covering our consolidated fnancial statements as of December 31, 2021. We have concluded that material weaknesses exist in our evaluaton of disclosure controls and procedures, including internal control over fnancial reportng, as we do not have the necessary business processes, personnel and related internal controls to operate in a manner to satsfy the accountng and fnancial reportng requirements of a public company. These material weaknesses primarily manifested in improper segregaton of dutes, inadequate design, implementaton, and maintenance of adequate informaton systems controls, including access and change management controls and tmely recording of material transactons prior to being a public company.

We are focused on designing and implementng efectve internal controls and measures to improve our evaluaton of disclosure controls and procedures, including internal control over fnancial reportng, and remediate the material weaknesses. In order to remediate these material weaknesses, we have taken and plan to take the following actons:

· the hiring and contnued hiring of additonal accountng staf with public company experience with the required skills; including a VP, Corporate Controller, and staf with adequate US GAAP and SEC reportng
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experience to address complex US GAAP technical accountng issues and to prepare and review the fnancial statements and related disclosures in accordance with US GAAP and SEC fnancial reportng requirements,

· implemented a new enterprise resource planning system to replace the prior general ledger package,

· implementaton of the maintenance of adequate informaton systems controls, including access and change management controls,

· implemented new internal controls and procedures for the purpose of addressing the standards and requirements applicable to public companies, including additonal review controls and processes requiring tmely account reconciliaton and analyses of certain transactons and accounts,

· implemented an integrated, collaboratve cloud-based audit platorm applicaton, and

· hired a natonal accountng frm to assist in the design and implementaton of controls and remediaton of control gaps.

These actons and planned actons are subject to ongoing evaluaton by management and will require testng and validaton of the design and operatng efectveness of internal controls over fnancial reportng over future periods. We are commited to the contnuous improvement of our internal control over fnancial reportng and will contnue to review the internal controls over fnancial reportng.

Disclosure controls and procedures are controls and other procedures that are designed to ensure that informaton required to be disclosed in our reports fled or submited under the Securites Exchange Act of 1934, as amended (the "Exchange Act") is recorded, processed, summarized and reported within the tme periods specifed in the SEC's rules and forms. Disclosure controls and procedures include, without limitaton, controls and procedures designed to ensure that informaton required to be disclosed in company reports fled or submited under the Exchange Act is accumulated and communicated to management, including our Chief Executve Ofcer and Chief Financial Ofcer, to allow tmely decisions regarding required disclosure.

As required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executve Ofcer and Chief Financial Ofcer carried out an evaluaton of the efectveness of the design and operaton of our disclosure controls and procedures as of September 30, 2022. Based upon their evaluaton, our Chief Executve Ofcer and Chief Financial Ofcer concluded that our disclosure controls and procedures (as defned in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were not efectve.

Limitatons on Efectveness of Internal Controls

Our management, including our Chief Executve Ofcer and Chief Financial Ofcer, does not expect that our disclosure controls and procedures or internal control over fnancial reportng will prevent all errors and all fraud. A control system, no mater how well designed and implemented, can provide only reasonable, not absolute, assurance that the control system’s objectves will be met. Further, the design of a control system must refect the fact that there are resource constraints and the benefts of controls must be considered relatve to their costs. Due to the inherent limitatons in all control systems, no evaluaton of controls can provide absolute assurance that all control issues, errors and instances of fraud, if any, within the company have been or will be detected.

Changes in Internal Control over Financial Reportng

We contnuously seek to improve the efciency and efectveness of our internal controls. This results in refnements to processes throughout our Company.

Except for the remediaton eforts described above, there were no changes in our internal control over fnancial reportng (as defned in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the quarter ended September 30, 2022 that have materially afected, or are reasonably likely to materially afect, our internal control over fnancial reportng.
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Limitatons of Efectveness of Controls and Procedures

In designing and evaluatng our disclosure controls and procedures, management recognizes that any controls and procedures, no mater how well designed and operated, can provide only reasonable assurance of achieving their objectves and management necessarily applies its judgment in evaluatng the cost-beneft relatonship of possible controls and procedures.








Pear Therapeutcs, Inc. | Form 10-Q |Page 42

Table of Contents






PART II

ITEM 1. LEGAL PROCEEDINGS

We are not currently subject to any material legal proceedings, nor, to our knowledge, is any material legal proceeding threatened against us or any of our ofcers or directors in their corporate capacity. From tme to tme, we may become involved in litgaton or legal proceedings relatng to claims arising from the ordinary course of business. Although the outcomes of these legal proceedings are inherently difcult to predict, we do not expect the resoluton of these proceedings to have a material adverse efect on our fnancial positon, results of operatons, or cash fow.
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ITEM 1A. RISK FACTORS

Summary of Risk Factors

Below is a summary of the principal factors that make an investment in our Class A common stock speculatve or risky. This summary does not address all of the risks that we face. Additonal discussion of the risks summarized in this risk factor summary, and other risks that we face, can be found below under the heading “Risk Factors” and should be carefully considered, together with other informaton in this Form 10-Q and our other flings with the SEC before making an investment decision regarding our Class A common stock.

Risks relatng to our business and industry include:

· The failure of our prescripton digital therapeutcs to achieve and maintain market acceptance and adopton by patents and physicians would cause our business, fnancial conditon and results of operatons to be materially and adversely afected.

· The insurance coverage and reimbursement status of novel products, such as prescripton digital therapeutcs, is uncertain and only a limited number of healthcare insurers have agreed to reimburse purchases of our products. Failure to obtain or maintain adequate coverage and reimbursement for our products would substantally impair our ability to generate revenue.

· The market for prescripton digital therapeutcs is new, rapidly evolving, and increasingly compettve, as the healthcare industry in the US is undergoing signifcant structural change.

· Our products and product candidates are novel and negatve percepton of any of our products or product candidates could adversely afect our ability to conduct our business, obtain marketng authorizatons, or identfy alternatve regulatory pathways to market for such product candidates.

· Our future depends on the contnued contributons of our senior management team and our ability to atract and retain other highly qualifed personnel; in partcular, Corey McCann, our President and Chief Executve Ofcer, and Christopher Guifre, our Chief Financial Ofcer and Chief Operatng Ofcer.

· We rely signifcantly upon Access Agreements from third-partes for the sale of our products and, if the opportunites for Access Agreements decline, such reliance could adversely afect our results.

· Our products are made available via the Apple Store and the Google Play Store and supported by third-party infrastructure. If our ability to access those markets or access necessary third-party infrastructure was stopped or otherwise restricted, it would materially and adversely afect our business.

· We face signifcant competton and new products may emerge that provide diferent or beter alternatves for treatment of the conditons that our products are authorized to treat. Many of our current and future compettors have or will have signifcantly more resources.

Risks relatng to our fnancial positon include:

· We will need substantal additonal funding, and if we are unable to raise capital when needed or on terms favorable to us, our business, fnancial conditon, and results of operaton could be materially and adversely afected.
· We may not fully realize the expected cost savings and/or operatng efciencies from our restructuring actvites.
· We have a history of signifcant losses, antcipate increasing expenses in the future, and may not be able to achieve or maintain proftability.

· Our credit agreement with Perceptve restricts our current and future operatons, partcularly our ability to respond to changes or to take certain actons.
· Due to limited resources we have to prioritze the development of certain product candidates over others.

Risks relatng to our intellectual property and technology include:

· Limitatons on our ability to maintain or obtain patent protecton and/or the patent rights relatng to our products and product candidates may limit our ability to prevent third partes from competng against us.

· We in-license patents and content from third partes to develop our products and product candidates. If we had a dispute or fail to comply with obligatons in the agreements with a third-party licensor, we could
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lose rights that are important to our business, or it could materially and adversely afect our ability to commercialize the product or product candidate afected by the dispute.

Risks relatng to our products include:

· The success of our products or any new products depends on several factors, including regulatory review tmelines, tmely completon, compettve pricing, adequate quality testng, integraton with new and existng technologies in our products and third-party collaborators’ technologies and overall market acceptance.

Risks relatng to our regulatory compliance and legal maters include:

· We operate in a highly regulated industry and are subject to a wide range of federal, state and local laws, rules and regulatons, including US Food and Drug Administraton (“FDA”) and Federal Trade Commission (“FTC”) regulatory requirements and laws pertaining to fraud and abuse in healthcare, that afect nearly all aspects of our operatons. Failure to comply with these laws, rules and regulatons, or to obtain and maintain required licenses, could subject Pear to enforcement actons, including substantal civil and criminal penaltes, and might require Pear to recall or withdraw a product from the market or cease operatons. Any of the foregoing could materially and adversely afect our business, fnancial conditon and results of operatons.

· Security breaches, ransomware atacks and other disruptons to our informaton technology structure could compromise our informaton, disrupt our business and expose us to signifcant liability, which would cause our business and reputaton to sufer, and we may be unable to maintain and scale our technology.

· The regulatory framework for digital health products is constantly evolving. Increasingly stringent regulatory requirements could create barriers to our development and introducton of new products. Conversely, in the event that regulatory requirements are lowered, compettors could potentally enter the prescripton digital therapeutc market and compete against us more easily. Either of the foregoing could materially harm our business.

Risks relatng to our fnancial reportng include:

· As a public reportng company, we will be subject to rules and regulatons established from tme to tme by the SEC regarding our internal control over fnancial reportng. If we fail to maintain an efectve system of internal control over fnancial reportng, we may not be able to accurately report our fnancial results or prevent fraud. As a result, investors may lose confdence in the accuracy of our fnancial reports, which would harm our business and the trading price of our Class A common stock. Our management is required to evaluate the efectveness of our internal control over fnancial reportng.

· Our management has identfed certain internal control defciencies that consttute material weaknesses. If we fail to maintain an efectve system of disclosure controls and internal control over fnancial reportng, our ability to produce tmely and accurate fnancial statements or comply with applicable regulatons could be impaired.

Risks relatng to ownership of our Class A common stock and Warrants:

· The exercise of Warrants for our stock would increase the number of shares eligible for future resale in the public market and result in diluton to our stockholders. Such diluton will increase if more of our shares are redeemed.
· We may redeem unexpired Warrants prior to their exercise at a tme that is disadvantageous to you, thereby making your Warrants worthless.
· Future resales of the Class A common stock may cause the market price of our securites to drop signifcantly, even if our business is doing well.
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Risk Factors

You should carefully consider the risks and uncertaintes described below, together with the informaton included elsewhere in this Quarterly Report on Form 10-Q and other documents we fle with the SEC. The risks and uncertaintes described below are those that we have identfed as material, but are not the only risks and uncertaintes facing us. Our business is also subject to general risks and uncertaintes that afect many other companies, such as overall US and non-US economic and industry conditons including a global economic slowdown, geopolitcal events, changes in laws or accountng rules, fuctuatons in interest and exchange rates, terrorism, internatonal conficts, major health concerns, natural disasters or other disruptons of expected economic and business conditons. Additonal risks and uncertaintes not currently known to us or that we currently believe are immaterial also may impair our business operatons and liquidity.

This secton should be read in conjuncton with Part I, Item 2, “Management’s Discussion and Analysis of Financial Conditon and Results of Operatons” and the consolidated fnancial statements and accompanying notes in Part I, Item 1, Financial Statements, of this Form 10-Q.

Risks Related to Our Business and Industry

The failure of our prescripton digital therapeutcs to achieve and maintain market acceptance and adopton by patents and physicians would cause our business, fnancial conditon and results of operatons to be materially and adversely afected.

Our current business strategy is highly dependent on our prescripton digital therapeutcs, or PDTs, achieving and maintaining broad market acceptance by patents and physicians. Market acceptance and adopton of our PDTs depends on educatng people with chronic conditons, as well as self-insured employers, commercial and government payors, health plans and physicians and other government enttes, as to the distnct features, therapeutc benefts, cost savings, and other advantages of our PDTs as compared to compettve products or other currently available methodologies. If we are not successful in demonstratng to existng or potental patents and prescribers the benefts of our products, or if we are not able to achieve the support of patents, healthcare providers and payors for our products, our sales may decline or we may fail to increase our sales in line with our forecasts.

Achieving and maintaining market acceptance of our products could be negatvely impacted by many factors, including:

· the failure of reSET, reSET-O and Somryst to achieve wide acceptance among people with substance use disorder, opioid use disorder and chronic insomnia, self-insured employers, commercial and government payors, health plans, physicians and other government enttes, and key opinion leaders in the treatment community;

· lack of additonal evidence or peer-reviewed publicaton of clinical or real world evidence supportng the efectveness, safety, cost-savings or other advantages of our products over compettve products or other currently available methodologies;

· perceived risks associated with the use of our products or similar products or technologies generally;

· our ability to secure and maintain FDA and other regulatory clearance, authorizaton or approval for our products;

· the introducton of compettve products and the rate of acceptance of those products as compared to our products; and

· results of clinical, real world and HEOR studies relatng to chronic conditon products or similar compettve products.

In additon, our products may be perceived by patents and healthcare providers to be more complicated or less efectve than traditonal approaches, and people may be unwilling to change their current health regimens.
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Moreover, we believe that healthcare providers tend to be slow to change their medical treatment practces because of perceived liability risks arising from the use of new products and the uncertainty of third-party reimbursement. Accordingly, healthcare providers may not recommend our products untl there is sufcient evidence to convince them to alter their current approach.

The insurance coverage and reimbursement status of novel products, such as prescripton digital therapeutcs, is uncertain and only a limited number of healthcare insurers have agreed to reimburse purchases of our products. Failure to obtain or maintain adequate coverage and reimbursement for our products would substantally impair our ability to generate revenue.

In the US, patents generally rely on third-party payors to reimburse all or part of the costs associated with their treatment. Adequate coverage and reimbursement from governmental healthcare programs, such as Medicare and Medicaid, and commercial payors is critcal to the ability of patents to aford treatments and achieve new product acceptance. Our ability to successfully commercialize our products will depend in part on the extent to which coverage and adequate reimbursement for these products and related treatments will be available from government health administraton authorites, private health insurers and other organizatons. Government authorites and third-party payors, such as private health insurers and health maintenance organizatons, decide which medicatons they will pay for and establish reimbursement levels. The availability of coverage and extent of reimbursement by governmental and private payors is essental for most patents to be able to aford treatments. Sales of products, and of product candidates that we may identfy, will depend substantally on the extent to which the costs to users of such products will be paid by health maintenance, managed care, pharmacy beneft and similar healthcare management organizatons, or reimbursed by government health administraton authorites, private health coverage insurers and other third-party payors. If coverage and adequate reimbursement is not available, or is available only to limited levels, we may not be able to successfully commercialize our products. Even if coverage is provided, the approved reimbursement amount may not be high enough to allow us to establish or maintain pricing sufcient to achieve proftability.

There is also signifcant uncertainty related to, and there may be signifcant delays in obtaining, the insurance coverage and reimbursement of newly cleared, authorized, or approved products and coverage may be more limited than the purposes for which the device is cleared, authorized, or approved by the FDA or comparable foreign regulatory authorites. In the US, the principal decisions about reimbursement for new medicines or medical devices are typically made by the Centers for Medicare & Medicaid Services (“CMS”), an agency within the US Department of Health and Human Services (“HHS”). FDA clearance or authorizaton provides no assurance of coverage or reimbursement by any payor. CMS decides whether and to what extent a new medicine or medical device will be covered and reimbursed under Medicare, and private payors tend to follow CMS to a substantal degree.

Factors payors consider in determining reimbursement are based on whether the product is:

· a covered beneft under its health plan;

· safe, efectve and medically necessary;

· supported by robust clinical data from well-controlled clinical research;

· appropriate for the specifc patent;

· cost-efectve; and

· neither experimental nor investgatonal.

Each payor determines whether or not it will provide coverage for a treatment, what amount it will pay the manufacturer for the treatment and on what ter of its formulary the treatment will be placed. The positon of a treatment on a payor’s list of covered drugs, biological products, and medical devices, or formulary, generally determines the co-payment that a patent will need to make to obtain the treatment and can strongly infuence the adopton of such treatment by patents and physicians. Patents who are prescribed treatments for their
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conditons and providers prescribing such services generally rely on third-party payors to reimburse all or part of the associated healthcare costs. Patents are unlikely to use our products unless coverage is provided and reimbursement is adequate to cover a signifcant porton of the cost of our products.

Moreover, eligibility for coverage and reimbursement does not imply that our products will be paid for in all cases or at a rate that covers our costs, including research, development, intellectual property, manufacturing, marketng, sales and distributon expenses. Interim reimbursement levels for new products, if applicable, may also not be sufcient to cover our costs and may not be made permanent. Reimbursement rates may vary according to the use of our products and the clinical setng in which they are used, may be based on reimbursement levels already set for lower cost products and may be incorporated into existng payments for other services. Net prices for products may be reduced by mandatory discounts or rebates required by government healthcare programs or private payors, by any future laws limitng prices and by any future relaxaton of laws that presently restrict imports of products from countries where they may be sold at lower prices than in the US.

Third-party payors have atempted to control costs by limitng coverage and the amount of reimbursement for partcular drugs or devices. We cannot be sure that coverage and reimbursement will be available for all products that we commercialize and, if reimbursement is available, what the level of reimbursement will be. Inadequate coverage and reimbursement may impact the demand for, or the price of, any product for which we obtain marketng approval. If coverage and adequate reimbursement are not available, or are available only at limited levels, we may not be able to successfully commercialize our products.

In additon, in some foreign countries, the proposed pricing for a prescripton device must be approved before it may be lawfully marketed. The requirements governing medical product pricing vary widely from country to country. For example, the European Union provides optons for its Member States to restrict the range of medicinal products for which their natonal health insurance systems provide reimbursement and to control the prices of medicinal products for human use. To obtain reimbursement or pricing approval, some of these countries may require the completon of clinical trials that compare the cost efectveness of a partcular product candidate to currently available therapies. A Member State may approve a specifc price for the medicinal products, or it may instead adopt a system of direct or indirect controls on the proftability of the company placing the medicinal product on the market. There can be no assurance that any country that has price controls or reimbursement limitatons for pharmaceutcals or medical devices will allow favorable reimbursement and pricing arrangements for any of our products. Historically, products launched in the European Union do not follow price structures of the US and generally prices tend to be signifcantly lower. While we are not currently marketng or selling our products in any country other than the US, including the European Union or any of its Member States, in the event that we choose to do so in the future, we will need to comply with such requirements.

The market for prescripton digital therapeutcs is new, rapidly evolving, and increasingly compettve, as the healthcare industry in the US is undergoing signifcant structural change.

The market for our PDTs is new and rapidly evolving, and it is uncertain whether it will achieve and sustain high levels of demand and market adopton. Our future fnancial performance will depend on growth in this market and on our ability to adapt to emerging demands of our customers. It is difcult to predict the future growth rate and size of our target market. The healthcare industry in the US is undergoing signifcant structural change and is rapidly evolving. We believe demand for our products has been driven in large part by rapidly growing costs in the traditonal healthcare system, the movement toward patent-centricity and personalized healthcare, and advances in technology. Widespread acceptance of personalized healthcare is critcal to our future growth and success. A reducton in the growth of personalized healthcare could reduce the demand for our PDTs and result in a lower revenue growth rate or decreased revenue.

If our assumptons regarding these uncertaintes are incorrect or change in reacton to changes in our markets, or if we do not manage or address these risks successfully, our results of operatons could difer materially from our expectatons, and our business could sufer.
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Our products and product candidates are novel and negatve percepton of any of our products or product candidates could adversely afect our ability to conduct our business, obtain marketng authorizatons or identfy alternate regulatory pathways to market for such product candidates.

Our products and product candidates are considered relatvely new and novel therapeutc approaches. Our success will depend upon physicians who specialize in the treatment of diseases targeted by our products and product candidates prescribing potental treatments that involve the use of our products and product candidates in lieu of, or in additon to, existng treatments with which they are more familiar and for which greater clinical data may be available. Access will also depend on consumer acceptance and adopton of products that are commercialized. In additon, responses by the US, state or foreign governments to negatve public percepton or ethical concerns may result in new legislaton or regulatons that could limit our ability to develop or commercialize any product candidates, obtain or maintain marketng authorizaton, identfy alternate regulatory pathways to market or otherwise achieve proftability.

Negatve publicity concerning our products or the PDT market as a whole, could limit market acceptance of our products and product candidates. If patents and healthcare providers have a negatve percepton of PDTs, then a market for our products and product candidates may not develop at all, or it may develop more slowly than we expect. Our success will depend to a substantal extent on the willingness of healthcare providers to prescribe our products, the extent to which coverage and adequate reimbursement for these products and product candidates and related treatments will be available from government health administraton authorites, private health insurers and other organizatons and our ability to demonstrate the value of our products and product candidates to existng and potental patents and prescribers. Similarly, negatve publicity regarding patent confdentality and privacy in the context of technology-enabled healthcare or concerns experienced by our compettors could limit market acceptance of PDTs.

Our future depends on the contnued contributons of our senior management team and our ability to atract and retain other highly qualifed personnel; in partcular, Corey McCann, our President and Chief Executve Ofcer, and Christopher Guifre, our Chief Financial Ofcer and Chief Operatng Ofcer.

Our success depends in large part on our ability to atract and retain high-quality management in sales, market access, product development, sofware engineering, marketng, operatons, fnance and support functons, especially in the Boston area and the San Francisco Bay area. We compete for qualifed technical personnel with other life sciences and informaton technology companies. Competton for qualifed employees is intense in our industry, partcularly for sofware engineers, and the loss of even a few qualifed employees, or an inability to atract, train, retain and motvate additonal highly skilled employees required for the planned expansion of our business could harm our operatng results and impair our ability to grow. The loss of one or more of our key employees, and any failure to have in place and execute an efectve succession plan for key executves, could seriously harm our business.

As we contnue to grow, we may be unable to contnue to atract or retain the personnel we need to maintain our compettve positon. To atract, train and retain key personnel, we use various measures, including compettve compensaton and beneft packages (including an equity incentve program), which may require signifcant investment. These measures may not be enough to atract and retain the personnel we require to operate our business efectvely and efciently.

Moreover, if the perceived value of our equity awards declines, it may materially and adversely afect our ability to atract and retain key employees. If we do not maintain the necessary personnel to accomplish our business objectves, we may experience stafng constraints that materially and adversely afect our ability to support our programs and operatons.

Many of our employees may receive proceeds from sales of our equity in the public markets, which may reduce their motvaton to contnue to work for us.

In additon, our future also depends on the contnued contributons of our senior management team and other key personnel, each of whom would be difcult to replace. In partcular, Corey McCann, our President and Chief Executve Ofcer, and Christopher Guifre, our Chief Financial Ofcer and Chief Operatng Ofcer, are critcal to our
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future vision and strategic directon. We rely on our executve team in the areas of operatons, research and development, commercial, and general and administratve functons. Although we have entered into employment agreements or ofer leters with our key employees, these agreements have no specifc duraton and consttute at-will employment, and we do not maintain key person life insurance for some of our key employees.

In additon, from tme to tme, there may be changes in our senior management team that may be disruptve to our business. If our senior management team, including any new hires that we may make, fails to work together efectvely and to execute our plans and strategies on a tmely basis, our business, results of operatons and fnancial conditon could be harmed.

We rely signifcantly upon Access Agreements from third-partes for the sale of our products and, if the opportunites for Access Agreements decline, such reliance could adversely afect our results.

While we antcipate reimbursement will become a more prominent porton of our overall revenue over tme, we are currently reliant upon Access Agreements to generate revenue for the products we provide. Untl we can consistently rely on the more conventonal reimbursement pathways (e.g., those utlized by drug manufacturers), our revenue will be primarily driven by these Access Agreements.

These agreements have varying terms and generally may be revised or terminated for various reasons. Any failure to maintain existng Access Agreements or enter into new Access Agreements with less favorable terms than currently in place could have a material efect on our results of operatons and fnancial conditon. In additon, there can be no assurance that we will be able to generate sufcient revenue from Access Agreements to become proftable.

Similarly, our revenue could be materially and disproportonately impacted by the purchasing decisions of this limited customer base. In the future, our Access Agreement customers may decide to purchase less product from us than they have in the past, may alter purchasing paterns at any tme with limited notce, or may decide not to contnue to purchase our products at all, any of which could cause our revenue to decline materially and materially harm our fnancial conditon.

There can be no assurance that state or federal enttes will contnue to provide grants to support these Access Agreements. Any discontnuance or reducton in government or private party grants could have a signifcant and adverse efect on these types of agreements, and as a result could have a material and adverse efect on our business, fnancial conditon, or results of operatons. Relatedly, states are beginning to receive proceeds from independent and mult-state setlement agreements with pharmaceutcal companies that were involved in the distributon and sale of prescripton opioids. Individual states have broad discreton for how these setlement funds may be used to prevent opioid abuse and how to distribute the funds. States are creatng legislatvely appointed bodies to oversee these funds (e.g., New York’s Opioid Setlement Fund, Tennessee’s Opioid Abatement Fund, Nebraska’s Opioid Recovery Fund, etc.). A state’s decision not to allocate setlement funds to Access Agreements involving our products, while allocatng such funds to other opioid preventon eforts, could have a material and adverse efect on our business, fnancial conditon, or results of operatons.

Our products are made available via the Apple App Store and the Google Play Store and supported by third-party infrastructure. If our ability to access those markets or access necessary third-party infrastructure was stopped or otherwise restricted, it would materially and adversely afect our business.

Our PDTs are exclusively accessed through and depend on the Apple App Store and the Google Play Store. Both Apple and Google have broad discreton to make changes to their operatng systems or payment services or change the manner in which their mobile operatng systems functon and their respectve terms and conditons applicable to the distributon of our PDTs and to interpret their respectve terms and conditons in ways that may limit, eliminate or otherwise interfere with our products, our ability to distribute our products through their stores, our ability to update our products, including to make bug fxes or other feature updates or upgrades, the features we provide, the manner in which we market our products and our ability to access natve functonality or other aspects of mobile devices. To the extent either or both of them do so, our business, fnancial conditon and results of operatons would be materially and adversely afected.
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There is no guarantee that the third-party infrastructure that currently support our PDTs will contnue to support them or, if it does not, that other alternatves will be available. We will contnue to be dependent on third-party mobile operatng systems, technologies, networks and standards that we do not control, such as the Android and iOS operatng systems, and any changes, bugs, technical or regulatory issues in such systems, our current relatonships with carriers or future relatonships with mobile manufacturers, or in their terms of service or policies that degrade our PDTs’ functonality, reduce or eliminate our ability to distribute our PDTs, limit our ability to deliver high quality PDTs, or impose fees or other charges related to delivering our oferings, could adversely afect our product usage and revenue.

We rely upon third party providers of cloud-based infrastructure to host our platorm. Any disrupton in the operatons of these third-party providers, limitatons on capacity or interference with our use could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

Our platorm’s technological infrastructure is implemented using third-party hostng services, such as Amazon Web Services. We have no control over any of these third partes, and we cannot guarantee that such third-party providers will not experience system interruptons, outages or delays, or deterioraton in their performance. We need to be able to access our computatonal platorm at any tme, without interrupton or degradaton of performance. Our hosted platorm depends on protectng the virtual cloud infrastructure hosted by third-party hostng services by maintaining our confguraton, architecture, features, and interconnecton specifcatons, as well as protectng the informaton stored in these virtual data centers, which is transmited by third-party Internet service providers. We have experienced, and expect that in the future we may again experience interruptons, delays and outages in service and availability from tme to tme due to a variety of factors, including infrastructure changes, human or sofware errors, hostng disruptons and capacity constraints. Any limitaton on the capacity of our third-party hostng services could adversely afect our business, fnancial conditon, and results of operatons. In additon, any incident afectng our third-party hostng services’ infrastructure, which may be caused by cyber-atacks, natural disasters, fre, food, severe storm, earthquake, power loss, telecommunicatons failures, terrorist or other atacks, and other disruptve events beyond our control, could negatvely afect our cloud-based solutons. A prolonged service disrupton afectng our cloud-based solutons could damage our reputaton or otherwise harm our business. We may also incur signifcant costs for using alternatve equipment or taking other actons in preparaton for, or in reacton to, events that damage the third-party hostng services we use.

In the event that our service agreements with our third-party hostng services are terminated, or there is a lapse of service, eliminaton of services or features that we utlize, interrupton of Internet service provider connectvity, or damage to such facilites, we could experience interruptons in access to our platorm as well as signifcant delays and additonal expense in arranging or creatng new facilites and services and/or re-architectng our hosted sofware solutons for deployment on a diferent cloud infrastructure service provider, which could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

We rely on a limited number of third party digital pharmacies for the fulfllment of prescriptons. This reliance increases the risk that we could have a disrupton in the fulfllment of prescriptons, which could have a material and adverse efect on our reputaton, business, results of operatons and fnancial conditon.

We do not currently own or operate any pharmacy, nor are we licensed to perform pharmacy fulfllment services. We rely, and expect to contnue to rely, on a limited number of third partes for the fulfllment of prescriptons. This reliance increases the risk that we could have a disrupton in the fulfllment of prescriptons which could delay, prevent, or impair the distributon and sale of our products.

Pharmacies are subject to state and federal laws and regulatons. We do not control the standards and processes of, and will be completely dependent on, our digital pharmacies for compliance with federal and state law and regulatons. If our digital pharmacies fail to maintain regulatory compliance, we may need to fnd alternatve pharmacies with the capability to fulfll prescriptons for PDTs. In additon, we have no control over the ability of our digital pharmacies to maintain adequate quality control, quality assurance, and qualifed personnel. If a regulatory authority fnds defciencies with or withdraws required pharmacy licenses in the future, we may need to fnd alternatve pharmacies with the capability to fulfll prescriptons for PDTs, which would signifcantly impact our ability to fulfll, distribute, and sell our products. We may be unable to establish any agreements with other digital
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pharmacies or to do so on acceptable terms. Even if we are able to establish agreements with other digital pharmacies, reliance on a limited number of digital pharmacies entails additonal risks, including:
· the possible breach of the services agreement by the third party; and
· the possible terminaton or nonrenewal of the agreement by the third party at a tme that is costly or inconvenient for us.

There are a limited number of digital pharmacies that have the capability to distribute PDTs and that might be capable of fulflling prescriptons for our products.

If our current digital pharmacies cannot perform as agreed, we may be required to replace such digital pharmacies. We may incur added costs and delays in identfying and qualifying any such replacements. If the agreement with any of our third-party pharmacies is terminated, if any third-party pharmacy is unable to perform in accordance with the terms of the agreement, or if the services of any third-party pharmacy is terminated for any reason, it could have a material adverse efect on our business, prospects, results of operatons, and fnancial conditon.

Our current and antcipated future dependence upon others for the fulfllment of prescriptons for our product candidates or products may adversely afect our future proft margins and our ability to distribute any products on a tmely and compettve basis.

We face signifcant competton and new products may emerge that provide diferent or beter alternatves for treatment of the conditons that our products are authorized to treat. Many of our current and future compettors have or will have signifcantly more resources.

Our ability to achieve our strategic objectves will depend, among other things, on our ability to develop and commercialize products for the treatment of chronic conditons that are efectve and safe, ofer distnct features, are easy-to-use, provide measurable and meaningful cost savings to payors, and are more appealing than available alternatves. Our compettors, as well as a number of other companies, within and outside the healthcare industry, are pursuing new delivery devices, delivery technologies, sensing technologies, procedures, drugs, and other therapies for the monitoring and treatment of chronic conditons. Any technological breakthroughs in monitoring, treatment or preventon could reduce the potental market for our products, which would signifcantly reduce our sales.

The introducton by compettors of products that are or claim to be superior to our products may create market confusion, which may make it difcult for potental customers to diferentate the benefts of our products over compettve products. In additon, the entry of new PDTs to the market which treat the same or similar chronic conditons to our products may lead some of our compettors to employ pricing strategies that could materially and adversely afect the pricing of our products. If a compettor develops a product that competes with or is perceived to be superior to our products, or if a compettor employs strategies that place downward pressure on pricing within our industry, our sales may decline signifcantly or may not increase in line with our forecasts, either of which would materially and adversely afect our business, fnancial conditon and results of operatons.

While our market is in an early stage of development, it is evolving rapidly and becoming increasingly compettve, and we expect it to atract increased competton. We currently face competton from a range of companies. Our compettors include both enterprise companies who are focused on or may enter the healthcare industry, including initatves and partnerships launched by these large companies, and from private companies that ofer solutons for specifc chronic conditons. We compete with pharmaceutcal and biotechnology companies that are developing treatments for addicton and insomnia, including Alkermes and their product Vivitrol, Orexo and their product Zubsolv, Sandoz and their product Suboxone, Braeburn and their product Brixadi, Pfzer and their product Halcion, Merck and their product Belsomra, Sunovion and their product Lunesta and Sanof and their product Ambien. In the digital health space we compete with companies that have created non-regulated products to treat addicton and insomnia such as Dynamicare, CBT4CBT, Pzizz, Headspace, Calm, Orexo and their product Modia, and Big Health and their product Sleepio, . These and other companies, which may ofer their solutons at lower prices, are contnuing to develop additonal products and becoming more sophistcated and efectve. Competton from wellness apps, which are not authorized by the FDA but may atract consumers for other reasons, and from
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other partes will result in contnued pricing pressures, which are likely to lead to price declines in certain product segments, which could negatvely impact our sales, proftability and market share.

Our ability to compete efectvely depends on our ability to distnguish our company and our soluton from our compettors and their products, and includes factors such as:

· FDA authorizaton;

· efectveness and safety;

· robust and well-controlled clinical research;

· long-term outcomes;

· ease of use and convenience;

· price;

· greater name and brand recogniton;

· informaton security standards;

· greater market penetraton;

· larger sales forces;

· larger marketng budgets;

· access to signifcantly greater fnancial, human, technical and other resources;

· breadth, depth, and efectveness of oferings;

· FDA compliance, quality, and reliability of solutons; and

· healthcare provider, government agency and insurance carrier acceptance.

Some of our compettors may have, or new compettors or alliances may emerge that have, greater name and brand recogniton, greater market share, a larger customer base, more widely adopted proprietary technologies, greater marketng expertse, larger sales forces, or signifcantly greater resources than we do and may be able to ofer solutons compettve with ours at a more atractve price than we can. Further, our current or potental compettors may be acquired by third partes with greater available resources. As a result, our compettors may be able to respond more quickly and efectvely than we can to new or changing opportunites, technologies, standards or customer requirements and may have the ability to initate or withstand substantal price competton. In additon, our compettors may in the future establish cooperatve relatonships with vendors of complementary products, technologies or services to increase the availability of their solutons in the marketplace. Our compettors could also be beter positoned to serve certain segments of our market, which could create additonal price pressure. In light of these factors, even if our products are more efectve than those of our compettors, current or potental customers may accept compettve products in lieu of purchasing our products. If we are unable to successfully compete, our business, fnancial conditon, and results of operatons could be materially and adversely afected.

A limited number of healthcare insurers have agreed to reimburse purchases of our products, and there is no assurance that additonal healthcare insurers will agree to reimburse purchases of our products in the future.

To date, a limited number of healthcare insurers have agreed to reimburse purchases of reSET, reSET-O, and Somryst. We depend upon revenue from sales of reSET, reSET-O, and Somryst, and in turn on reimbursement from third-party payors for such products. The amount that we receive in payment for our products may be materially and adversely afected by factors we do not control, including federal or state regulatory or legislatve changes,
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and cost-containment decisions and changes in reimbursement schedules of third-party payors. Any reducton or eliminaton of these payments could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

Additonally, the reimbursement process is complex and can involve lengthy delays. Also, third-party payors may reject, in whole or in part, requests for reimbursement based on determinatons that certain amounts are not reimbursable under plan coverage, that services provided were not medically necessary, that additonal supportng documentaton is necessary, or for other reasons. Retroactve adjustments by third-party payors may be difcult or cost-prohibitve to appeal, and such changes could materially reduce the actual amount we receive. Delays and uncertaintes in the reimbursement process may be out of our control and may materially and adversely afect our business, prospects, results of operatons and fnancial conditon.

If we are unable to expand our marketng infrastructure, we may fail to increase the usage of our products and platorm to meet our forecasts.

We began commercializing our products in October 2019. As a result, we have limited experience marketng our products and engaging customers at our current scale. Our fnancial conditon and results of operatons are and will contnue to be highly dependent on the ability of our marketng functon to adequately promote, market, and atract customers to our products and platorm in a manner that complies with applicable laws and regulatons and at a cost that does not exceed our current budget allocated to marketng.

If we are unable to expand our marketng capabilites, we may not be able to efectvely expand the scope of our ability to atract new customers. Relatedly, if any of our advertsing platorms signifcantly increase their advertsing fees, our ability to expand our marketng reach will be greatly impeded. Any such failure could adversely afect our reputaton, revenue, and results of operatons.

Failure to adequately expand our direct sales force may impede our growth.

We believe that our future growth will depend in part on the contnued development of our direct sales force and its ability to obtain new customers and to manage our existng customers. Identfying and recruitng qualifed personnel and training and managing a geographically dispersed sales team requires signifcant tme, expense, and atenton. It can take six months or longer before a new sales representatve is fully trained and productve. Our business may be adversely afected if our eforts to expand and train our direct sales force do not generate a corresponding increase in revenue. In partcular, if we are unable to hire, develop, and retain sufcient numbers of productve direct sales personnel or if new direct sales personnel are unable to achieve desired productvity levels in a reasonable period of tme, sales of our services will sufer, and our growth will be impeded.

Any failure to ofer high quality patent support may adversely afect our relatonships with our existng and prospectve patents, and in turn our business, results of operatons and fnancial conditon.

In implementng and using our products, our patents will depend on our patent support to resolve issues in a tmely manner. We may be unable to respond quickly enough to accommodate short-term increases in demand for patent support. Increased patent demand for support could increase costs and adversely afect our results of operatons and fnancial conditon. Any failure to maintain high-quality patent support, or a market percepton that we do not maintain high-quality patent support, could adversely afect patent satsfacton or the willingness of physicians to prescribe our products, and in turn our business, results of operatons, and fnancial conditon.

Acquisitons and strategic alliances could distract management and expose us to fnancial, executon and operatonal risks that could have a detrimental efect on our business.

We intend to contnue to pursue acquisitons or licenses of technology to, among other things, expand the number of products we provide as well as the features within those products. We cannot guarantee that we will identfy suitable candidates for acquisiton or licensing, that the transactons will be completed on acceptable terms, or that we will be able to integrate newly acquired or licensed technology into our existng business. The acquisiton and integraton of another technology would divert management atenton from other business actvites, including our core business. This diversion, together with other difcultes we may incur in integratng newly acquired or licensed technology, could have a material adverse efect on our business, fnancial conditon and
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results of operatons. In additon, we may borrow money or issue capital stock to fnance such transactons. Such borrowings might not be available on terms as favorable to us as our current borrowing terms and may increase our leverage, and the issuance of capital stock (or securites exchangeable therefore) could dilute the interests of our stockholders.

If we cannot maintain our corporate culture, we could lose the innovaton, collaboraton and focus on the mission that contribute to our business.

We believe that our culture has been and will contnue to be a critcal contributor to our success. We expect to contnue to hire aggressively as we expand, and we believe our corporate culture has been crucial in our success and our ability to atract highly skilled personnel. If we do not contnue to develop our corporate culture or maintain and preserve our core values as we grow and evolve both in the US and internatonally, we may be unable to foster the innovaton, curiosity, creatvity, focus on executon, teamwork and the facilitaton of critcal knowledge transfer and knowledge sharing we believe we need to support our growth. Moreover, liquidity available to our employee equityholders could lead to disparites of wealth among our employees, which could adversely impact relatons among employees and our culture in general. Our antcipated headcount growth and our status as a public company may result in a change to our corporate culture, which could harm our business.

The COVID-19 pandemic or any future surges, including as a result of new variants and subvariants of the virus, or a similar pandemic, epidemic, or outbreak of an infectous disease may have an adverse impact on our business, operatons, and the markets and communites in which we operate.

In March 2020, the World Health Organizaton declared COVID-19 a global pandemic. This pandemic, which has contnued to spread, and the related adverse public health developments, including orders to shelter-in-place, travel restrictons, and mandated business closures, have adversely afected workforces, organizatons, governments, customers, economies, and fnancial markets globally, leading to an economic downturn and increased market volatlity. It has also disrupted the normal operatons of many businesses, including ours. This outbreak, as well as intensifed measures undertaken to contain the spread of COVID-19, could decrease healthcare industry spending for our products, adversely afect demand for our products, afect the ability of our sales team to travel to potental customers and the ability of our professional services teams to conduct in-person services and trainings, impact expected spending from new customers, negatvely impact collectons of accounts receivable, and harm our business, results of operatons, and fnancial conditon.

Further, the sales cycle for a new customer of our products could lengthen, resultng in a potentally longer delay between increasing operatng expenses and the generaton of corresponding revenue, if any. We cannot predict with any certainty whether and to what degree the disrupton caused by the COVID-19 pandemic and reactons thereto will contnue and expect to face difculty accurately predictng our internal fnancial forecasts. The pandemic also resulted in a shif in our workforce to a hybrid model in which employees in one of our three ofces are working both remotely and onsite, and we antcipate we will contnue to use this model going forward, which can increase the risk of a cybersecurity incident. In additon, our workforce has deep domain knowledge across a range of healthcare, technology, and general business, which was partally achieved by having certain of our employees working remotely across the US, which also increases the risk of a cyber security incident. Further, we contnue to shif to assist new and existng customers who may also be working remotely or under hybrid models. It is not possible for us to predict the duraton or magnitude of the adverse results of the outbreak and its efects on our business, results of operatons, or fnancial conditon at this tme.

The extent to which the COVID-19 pandemic will contnue to impact the our business going forward will be dependent on future developments such as the length and severity of the crisis, the potental resurgence of the crisis, variant strains of the virus, vaccine availability and efectveness, future government actons in response to the crisis and the overall impact of the COVID-19 pandemic on the global economy and capital markets, among many other factors, all of which remain highly uncertain and unpredictable. In additon, we are uncertain of the full efect the pandemic will have on our business for the longer term since the scope and duraton of the pandemic is unknown, and evolving factors such as the level and tming of the distributon of efcacious vaccines across the world and the extent of any resurgences of the virus or emergence of new variants of the virus will impact the stability of economic recovery and growth. This unpredictability could limit our ability to respond to future
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developments quickly. Additonally, the impacts described above and other impacts of a global pandemic, including the COVID-19 pandemic and responses to it, could substantally increase the risk to Pear from the other risks described herein.

Changes in funding or disrupton at the FDA, the SEC and other government agencies caused by funding shortages or global health concerns could hinder their ability to hire and retain key leadership and other personnel, or otherwise prevent new or modifed products from being developed, reviewed or commercialized in a tmely manner or at all, or otherwise prevent those agencies from performing normal business functons on which the operaton of our business may rely, which could negatvely impact our business.

The ability of the FDA to review and grant marketng authorizaton for new products can be afected by a variety of factors, including government budget and funding levels, ability to hire and retain key personnel and accept the payment of user fees, and statutory, regulatory and policy changes and other events that may otherwise afect the FDA’s ability to perform routne functons. Average review tmes at FDA have fuctuated in recent years as a result. In additon, government funding of the SEC and other government agencies on which our operatons may rely, including those that fund research and development actvites is subject to the politcal process, which is inherently fuid and unpredictable.

Disruptons at the FDA and other agencies, may also slow the tme necessary for new digital therapeutcs to be reviewed and/or granted marketng authorizaton by necessary government agencies, which would adversely afect our business. For example, in recent years, including for 35 days beginning on December 22, 2018, the US government shut down several tmes and certain regulatory agencies, such as the FDA and the SEC, had to furlough critcal employees and stop critcal actvites.

If a prolonged government shutdown occurs, or if global health concerns contnue to prevent the FDA or other regulatory authorites from conductng their regular inspectons, reviews or other regulatory actvites, it could signifcantly impact the ability of the FDA to tmely review and process our regulatory submissions, which could have a material adverse efect on our business. Future government shutdowns or delays could impact our ability to access the public markets and obtain necessary capital in order to properly capitalize and contnue our operatons.

Risks Related to Our Financial Positon

We will need substantal additonal funding, and if we are unable to raise capital when needed or on terms favorable to us, our business, fnancial conditon, and results of operaton could be materially and adversely afected.

We have consumed substantal amounts of capital to date, and we expect to incur net losses over the next several years as we contnue to develop our business, market our products, and make investments in our human capital in order to grow our business. We expect to contnue to spend substantal amounts to complete our currently planned clinical trials and future clinical trials, to achieve and maintain market acceptance by physicians and patents, expand our marketng channels and operatons, grow our US commercial sales force, grow and enhance our platorm ofering of products, and make the necessary investments in human capital to scale our business. Other unantcipated costs may arise in the course of our development eforts. If we are able to gain marketng clearance, authorizaton, or approval for additonal product candidates, we will require signifcant additonal amounts of funding in order to launch and commercialize such additonal product candidates. We cannot reasonably estmate the actual amounts necessary to successfully complete the development and commercializaton of any product candidate we develop and may need substantal additonal funding in the future to complete the development and commercializaton of our existng and any future product candidates. Our future need for additonal funding depends on many factors, including:

· the scope, progress, results, and costs of researching and developing our current product candidates, as well as other additonal product candidates we may develop and pursue in the future;

· the tming of, and the costs involved in, obtaining marketng clearance, authorizaton, or approvals for our product candidates and any other additonal product candidates we may develop and pursue in the future;
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· the number of future product candidates that we may pursue and their development requirements;

· the costs of commercializaton actvites for our product candidates, including the costs and tming of establishing product sales, marketng, and distributon capabilites;

· revenue received from commercial sales of our current products and, subject to receipt of regulatory clearance, authorizaton, or approval, revenue, if any, received from commercial sales of our product candidates;

· the extent to which our in-licenses or acquires rights to other products, product candidates, or technologies;

· our investment in our human capital required to grow the business and the associated costs as we expand our research and development, and establish a commercial infrastructure;

· the costs of preparing, fling, and prosecutng patent applicatons, maintaining, and protectng our intellectual property rights, including enforcing and defending intellectual property-related claims; and

· the costs of operatng as a public company.

We cannot be certain that additonal funding will be available on acceptable terms, or at all. Our ability to obtain such funding could be adversely afected by a number of factors, including general conditons in the global economy and in the global fnancial markets, including recent volatlity and disruptons in the capital and credit markets, infaton, and interest rate changes. If we are unable to raise additonal capital in sufcient amounts or on terms acceptable to us, we may have to signifcantly delay, reduce, or terminate our product development programs or plans for commercializaton. Further, if we raise additonal capital in the form of capital stock (or securites exchangeable therefore), such issuances could dilute the interests of our stockholders.

As of September 30, 2022, we had cash and cash equivalents totaling $59.7 million, and there is substantal doubt about our ability to contnue as a growing concern. We do not currently have any commitments for future funding or additonal capital. If we are unable to raise additonal capital in sufcient amounts or on terms acceptable to us, we may have to signifcantly delay, scale back, or discontnue the development or commercializaton of our products or future product candidates or other research and development initatves or commercial actvites. We may need to seek collaborators for our products and any future product candidates at an earlier stage than otherwise would be desirable or on terms that are less favorable than might otherwise be available or relinquish or license on unfavorable terms our rights to our products and any future product candidates in markets where we otherwise would seek to pursue development or commercializaton ourselves. Any of the above events could signifcantly harm our business, prospects, fnancial conditon, and results of operatons and cause the price of our common stock to decline.

Our estmates may prove to be wrong, and we could use our available capital resources sooner than expected. Further, changing circumstances, some of which are beyond our control, could cause us to consume capital signifcantly faster than antcipated, and we may need to seek additonal funds sooner than planned. If adequate funds are not available on acceptable terms, we may not be able to successfully execute our business plan or contnue our business.

We may not fully realize the expected cost savings and/or operatng efciencies from our restructuring actvites.

On July 25, 2022 and November 14, 2022, we restructured our operatons to narrow our near-term business focus and reduce our workforce by approximately 9% and 22%, respectvely, due to the ongoing macroeconomic environment. Our restructuring includes external and internal cost reductons in almost all areas of our business. We focused and will contnue to focus cost reductons on pipeline candidates, discovery programs, business development, and our dual platorm in order to prioritze certain commercial eforts. The reductons in workforce decreased overall headcount by a total of approximately 84 employees.

We believe these changes were needed to streamline our organizaton and reallocate our resources to beter align with our current strategic goals, including our current focus on commercial eforts. However, these expense
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reducton measures have and may contnue to yield unintended consequences and costs, such as the loss of insttutonal knowledge and expertse, atriton beyond our intended reductons in workforce, a reducton in morale among our remaining employees, and the risk that we may not achieve the antcipated benefts, all of which may have an adverse efect on our results of operatons or fnancial conditon. See Note 15, “Restructuring Charges” in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q and the “Restructuring and Reductons in Workforce” within Item 2 for further discussion of our current restructuring actvites and future antcipated cost savings.

We have a history of signifcant losses, antcipate increasing expenses in the future, and may not be able to achieve or maintain proftability.

We have incurred signifcant net losses since our incepton. We incurred net losses of $49.1 million and $83.9 million for the nine months ended September 30, 2022 and 2021, respectvely. As of September 30, 2022, we had an accumulated defcit of $297.1 million. We expect to incur signifcant losses and negatve cash fow from operatons for the foreseeable future. We face a variety of challenges and risks that we will need to address and manage as we pursue our strategy, including our ability to achieve adequate payor coverage, develop and retain an efectve sales force, and more broadly our workforce, achieve market acceptance of PDTs among physicians, patents and third-party payors, and in the future when adequate capital is available, to expand the use of PDTs to additonal therapeutc indicatons. Because of the numerous risks and uncertaintes associated with our commercializaton eforts to increase adopton of our FDA approval we are unable to predict the tming or amount of increased expenses, or when, if ever, we will be able to achieve or maintain proftability. We expect to contnue to incur substantal net losses and negatve cash fows from operatons as we commercialize our three existng products. We intend to contnue to make targeted investments in building our US commercial infrastructure.

Based on our recurring losses and expectatons to incur signifcant expenses and negatve cash fow for the foreseeable future, our independent registered public accountng frm has included an explanatory paragraph in its report on our fnancial statements as of and for the years ended December 31, 2021 and December 31, 2020, expressing substantal doubt about our ability to contnue as a going concern.

Further, we may incur signifcant costs to conduct planned clinical trials and future clinical trials. These clinical trials may be more costly than we expect, and if we do not achieve the benefts antcipated from these clinical trials, or if the realizaton of these benefts is delayed, they may not result in increased revenue or growth in our business. We also expect our operatng costs to increase as a result of becoming a public company and will contnue to increase as we grow our business. These eforts may prove more expensive than we currently antcipate, and our expenses may exceed revenues for the foreseeable future and we may not achieve proftability.

Additonally, infaton has the potental to adversely afect our business, fnancial conditon and results of operatons by increasing our overall costs. The existence of infaton in the economy has resulted in, and may contnue to result in, higher costs, supply shortages, increased costs of labor and other similar efects. As a result of infaton, we have experienced and may contnue to experience, cost increases. Although we may take measures to mitgate the impact of infaton, if these measures are not efectve our business, fnancial conditon and results of operatons could be adversely afected.

To date, we have fnanced our operatons principally from the closing of the Business Combinaton with THMA, the sale of Legacy Pear convertble preferred stock, payments received in connecton with collaboraton agreements, and proceeds from borrowings under a credit facility. Historically the revenue from product sales and collaboraton agreements have not covered the full cost of our operatons. Our cash fow from operatons was negatve for the nine months ended September 30, 2022 and 2021. We may not generate positve cash fow from operatons or achieve proftability for the foreseeable future. Our limited operatng history may make it difcult for you to evaluate our current business and future prospects. Even if we do achieve proftability, we may not be able to sustain or increase proftability on a quarterly or annual basis.

Given our limited operatng history, our ability to achieve revenues sufcient to cover our operatng costs may not be achieved. If we are not able to scale and grow the business to achieve signifcant product sales, it would
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materially and adversely afect our business, fnancial conditon, and results of operatons. Our failure to achieve or maintain proftability would negatvely impact the value of our common stock.

Our credit agreement with Perceptve restricts our current and future operatons, partcularly our ability to respond to changes or to take certain actons.

Our credit agreement with Perceptve is collateralized by substantally all of our assets, including our intellectual property, and imposes signifcant operatng and fnancial restrictons and limit our ability and our other restricted subsidiaries’ ability to, among other things:

· incur additonal indebtedness for borrowed money and guarantee indebtedness;

· pay dividends or make other distributons in respect of, or repurchase or redeem, capital stock;

· make loans, guarantees, investments and acquisitons;

· sell or otherwise dispose of assets;

· incur liens;

· enter into transactons with afliates;

· enter into agreements restrictng our subsidiaries’ ability to pay dividends;

· consolidate, merge or incur a change of control; and

· incur a material adverse change in our business conditon (fnancial or otherwise), operatons, performance or property.

As a result of these covenants and restrictons, we are and will be limited in how we conduct our business, and we may be unable to raise additonal debt or equity fnancing to compete efectvely or to take advantage of new business opportunites. In additon, the Perceptve Credit Facility requires us to comply with a minimum consolidated revenue covenant (measured on a trailing twelve-month basis) and maintain a minimum aggregate cash balance of $5.0 million in one or more accounts pledged to our lenders. The operatng and fnancial restrictons and covenants in the Perceptve Credit Facility, as well as any future fnancing agreements that we may enter into, may restrict our ability to fnance our operatons, engage in business actvites, or expand or fully pursue our business strategies. Our ability to comply with these covenants may be afected by events beyond our control, and we may not be able to meet those covenants. For example, in the past we have received waivers with respect to certain fnancial covenants in our credit agreement. In additon, on March 25, 2022, we amended the Perceptve Credit Facility to adjust certain covenants under the agreement. The amendment included reducing the required minimum trailing 12-month revenue for the fscal quarter ending March 31, 2022, through the fscal quarter ending March 31, 2025. We are in compliance with the covenants for the three months ended September 30, 2022. For the quarter ending December 31, 2022, the trailing 12-month period revenue requirement is $18.0 million. We cannot guarantee that we will be able to maintain compliance with these covenants in the future and, if we fail to do so, that we will be able to obtain waivers from the lenders or amend the covenants.

Our failure to comply with the restrictve covenants described above could result in an event of default under the credit agreement. An event of default will also occur if, among other things, a material adverse change in our business, operatons or conditon occurs, which could potentally include a material impairment of the prospect of our repayment of any porton of the amounts we owe under the credit agreement. In the case of a contnuing event of default under the credit agreement, the lenders could elect to declare all amounts outstanding to be immediately due and payable, proceed against the collateral in which we granted the lenders a security interest under the credit agreement, or otherwise exercise the rights of a secured creditor. If we are forced to refnance these borrowings on less favorable terms, our business, results of operatons and fnancial conditon could be adversely afected. See Note 7 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q for additonal informaton regarding our Perceptve Credit Facility.
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The amount of our future losses is uncertain and our quarterly and annual operatng results may fuctuate signifcantly or fall below the expectatons of investors or securites analysts, each of which may cause our stock price to fuctuate or decline.

Our quarterly and annual operatng results may fuctuate signifcantly in the future due to a variety of factors, many of which are outside of our control and may be difcult to predict, including the following:

· the tming and success or failure of clinical trials for our product candidates or competng product candidates, or any other change in the compettve landscape of our industry, including consolidaton among our compettors or partners or as a result of COVID-19;

· our ability to successfully recruit and retain subjects for clinical trials, and any delays caused by difcultes in such eforts, including as a result of COVID-19;

· our ability to obtain marketng authorizaton for our product candidates and the tming and scope of any such marketng authorizatons we may receive;

· the tming and cost of, and level of investment in, research and development actvites relatng to our product candidates, which may change from tme to tme;

· our ability to atract, hire and retain qualifed personnel;

· expenditures that we will or may incur to develop additonal product candidates;

· the level of demand for our products and product candidates, should such product candidates receive marketng authorizatons, which may vary signifcantly;

· the risk/beneft profle, cost and reimbursement policies with respect to our products and product candidates, if granted marketng authorizaton, and existng and potental future therapeutcs that compete with our product candidates;

· the changing and volatle US and global economic environments; and

· future accountng pronouncements or changes in our accountng policies.

The cumulatve efects of these factors could result in large fuctuatons and unpredictability in our quarterly and annual operatng results. As a result, comparing our operatng results on a period-to-period basis may not be meaningful. This variability and unpredictability could also result in our failing to meet the expectatons of industry or fnancial analysts or investors for any period. If our operatng results or revenue fall below the expectatons of analysts or investors or below any forecasts we may provide to the market, or if the forecasts we provide to the market are below the expectatons of analysts or investors, the price of our common stock could decline substantally. Such a stock price decline could occur even when we have met any previously publicly stated guidance we may provide.

Risks Related to Our Intellectual Property and Technology

Limitatons on our ability to maintain or obtain patent protecton and/or the patent rights relatng to our products and product candidates may limit our ability to prevent third partes from competng against us.

Our success depends, in part, on our ability to obtain and maintain patent protecton (including utlity patents and design patents) for our products and product features, including back-end architecture and graphical user interfaces. Our success further depends on our ability to obtain copyright registratons for our products’ source code; to obtain and maintain trademark protecton for our product names and other key marks; to preserve our trade secrets and know-how; and to operate without infringing the intellectual property rights of others.

We cannot assure investors that we will contnue to innovate and fle new patent applicatons, or that if fled any future patent applicatons will result in granted patents. We cannot assure you that any of our currently pending patent applicatons will result in issued patents, that any current or future patents will not be challenged,
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invalidated or circumvented, that the scope of any of our patents will exclude compettors, or that the patent rights granted to us will provide us any compettve advantage or protect our products. The patent positon of PDT companies, including ours, is generally uncertain and involves complex legal and factual consideratons and, therefore, validity and enforceability cannot be predicted with certainty. Patents may be challenged, deemed unenforceable, invalidated or circumvented. We will be able to protect our proprietary rights from unauthorized use by third partes only to the extent that our proprietary technologies and any future products are covered by valid and enforceable patents and/or copyrights or are efectvely maintained as trade secrets.

Any patents we have obtained or do obtain may be challenged in the US Patent and Trademark Ofce (“USPTO”) or in federal courts, and may be invalidated or otherwise found unenforceable. Both the patent applicaton process and the process of managing patent disputes can be tme-consuming and expensive. If we (either alone or with a patent licensor or co-owner, as the case may require) were to initate legal proceedings against a third party to enforce a patent related to one of our products, the defendant in such litgaton could counterclaim that our (or our licensors’) patent is invalid and/or unenforceable. In patent litgaton in the US, defendant counterclaims alleging invalidity and/or unenforceability are commonplace, as are validity challenges by the defendant against the subject patent or other patents before the USPTO. Grounds for a validity challenge could be an alleged failure to meet any of several statutory requirements, including lack of novelty, obviousness or non-enablement, failure to meet the writen descripton requirement, indefniteness, and/or failure to claim patent-eligible subject mater. Grounds for an unenforceability asserton could be an allegaton that someone connected with prosecuton of the patent intentonally withheld material informaton from the USPTO, or made a misleading statement, during prosecuton, or otherwise commited fraud on the USPTO. Additonal grounds for an unenforceability asserton include an allegaton of misuse or antcompettve use of patent rights, and an allegaton of incorrect inventorship with deceptve intent. Third partes may also raise similar claims before the USPTO even outside the context of litgaton. The outcome is unpredictable following legal assertons of invalidity and unenforceability. With respect to the validity queston, for example, we cannot be certain that no invalidatng prior art existed of which we (or a patent licensor or co-owner) and the patent examiner were unaware during prosecuton. These assertons may also be based on informaton known to us or the USPTO. If a defendant or third party were to prevail on a legal asserton of invalidity and/or unenforceability, we would lose at least part, and perhaps all, of the claims of the challenged patent. Such a loss of patent protecton would or could have a material adverse impact on our business.

The standards that the USPTO (and foreign equivalents) use to grant patents are not always applied predictably or uniformly and can change. There is also no uniform, worldwide policy regarding the subject mater and scope of claims granted or allowable in utlity patents. Accordingly, we do not know the degree of future protecton for our proprietary rights or the breadth of claims that will be allowed in any patents issued to us (or to a patent licensor) or to others.

There can be no assurance that our technology will not be found in the future to infringe upon the rights of others or be infringed upon by others. Moreover, patent applicatons are in some cases maintained in secrecy untl patents are issued. The publicaton of discoveries in the scientfc or patent literature frequently occurs substantally later than the date(s) on which the underlying discoveries were made and patent applicatons were fled. Because patents can take many years to issue, there may be currently pending applicatons of which we are unaware that may later result in issued patents that our products or product candidates infringe. For example, pending applicatons may exist that provide support or can be amended to provide support for a claim that results in an issued patent that our products infringe. In such a case, others may assert infringement claims against us, and should we be found to infringe upon their patents or otherwise impermissibly utlize their intellectual property, we might be subject to injunctve relief and/or forced to pay damages, potentally including treble damages, if we are found to have willfully infringed such partes’ patent rights. In additon to any damages we might have to pay, we may be required to obtain licenses from the holders of this intellectual property. We may fail to obtain any of these licenses of intellectual property rights on commercially reasonable terms (and even if we are able to obtain a license, it may be non-exclusive, in which case our compettors would potentally have access to the same technologies licensed to us as non-exclusive licensees). In that event, we may be required to expend signifcant tme and resources to develop or license replacement technology. If we are unable to do so, we may be unable to develop or commercialize the afected products or product candidates, which could materially harm our business, and the third partes owning such intellectual property rights could seek either an injuncton prohibitng our sales,
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or, with respect to our sales, an obligaton on our part to pay royaltes and/or other forms of compensaton. Conversely, we may not always be able to successfully pursue our claims against others that infringe intellectual property rights in our technology. Thus, the proprietary nature of our technology or technology licensed by us may not provide adequate protecton against compettors.

In additon to patents, we rely on copyrights to protect our products’ source code. We also rely on trademarks and trade names to diferentate our products from those of others and to protect the recogniton of our company and products in the marketplace. We also rely on trade secrets, know-how, and proprietary knowledge that we seek to protect, in part, through confdentality agreements with employees, consultants and others. We cannot assure you, however, that our proprietary informaton will not be shared or accessed without authorizaton, that our confdentality agreements will not be breached, that we will have adequate remedies for any breach, or that our trade secrets will not otherwise become known to or independently developed by compettors.

Changes to the patent law in the US and other jurisdictons could diminish the value of patents in general and may impact the validity, scope or enforceability of our patent rights, thereby impairing our ability to protect our products and product candidates.

As is the case with other digital therapeutc companies, our success is dependent on intellectual property, partcularly patents and trade secrets. Obtaining and enforcing patents in the digital therapeutc industry involve both technological and legal complexity and are therefore costly, tme consuming, and inherently uncertain. Our patent rights, their associated costs, and the enforcement or defense of such patent rights may be afected by developments or uncertainty in the patent statute, patent case law or USPTO rules and regulatons. Changes in either the patent laws or interpretaton of the patent laws could increase the uncertaintes and costs surrounding the prosecuton of patent applicatons and the enforcement or defense of our issued patents.

For example, the US Supreme Court has ruled on several patent cases in recent years, either narrowing the scope of patent protecton available in certain circumstances or weakening the rights of patent owners in certain situatons. Additonally, there have been recent proposals for additonal changes to the patent laws of the US and other countries that, if adopted, could impact our ability to obtain patent protecton for our proprietary technology or our ability to enforce rights in our proprietary technology. Depending on future actons by the US Congress, the US courts, the USPTO and the relevant law-making bodies in other countries, the laws and regulatons governing patents could change in unpredictable ways that would weaken our ability to obtain new patents or to enforce any patents that we may obtain in the future.

In additon, it is uncertain whether the World Trade Organizaton (the “WTO”) will waive certain intellectual property protectons now or in the future on certain technologies. It is unknown if such a waiver would be limited to patents or would include other forms of intellectual property including trade secrets and confdental know-how. We cannot be certain that any of our products or product candidates or technologies would not be subject to an intellectual property waiver by the WTO. We also cannot be certain that any of our current or future intellectual property rights would be eliminated, narrowed, or weakened by such a waiver. Given the uncertain future actons by the WTO and other countries and jurisdictons around the world, including the US, it is unpredictable how our current or future intellectual property rights or how our current or future business would be impacted.

If our trademarks and trade names are not adequately protected, we may not be able to build name recogniton in our markets of interest and our compettve positon may be harmed.

The registered or unregistered trademarks or trade names that we own may be challenged, infringed, circumvented, declared generic, lapsed or determined to be infringing on or dilutve of other marks. We may not be able to protect our rights in these trademarks and trade names, which we need in order to build name recogniton with the public. In additon, third partes have fled, and may in the future fle, for registraton of trademarks similar or identcal to our trademarks, thereby impeding our ability to build brand identty and possibly leading to market confusion. If they succeed in registering such trademarks and/or in developing common law rights in such trademarks, and if we are not successful in challenging such third-party rights, we may not be able to use these trademarks to develop brand recogniton of our services. In additon, there could be potental trade name or trademark infringement claims brought by owners of other registered trademarks or trademarks that
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incorporate variatons of our registered or unregistered trademarks or trade names. If we are unable to establish or protect our trademarks and trade names, or if we are unable to build name recogniton based on our trademarks and trade names, we may not be able to compete efectvely, which could harm our compettve positon, business, fnancial conditon, results of operatons and prospects.

Accusatons of infringement of third-party intellectual property rights could materially and adversely afect our business.

There has been substantal litgaton regarding intellectual property rights, and we may be sued for infringement from tme to tme. Also, in some instances, we have agreed to indemnify third partes for expenses and liability resultng from claimed intellectual property infringement. From tme to tme, we may receive requests for indemnifcaton in connecton with allegatons of intellectual property infringement and we may choose, or be required, to assume the defense and/or reimburse third partes for their expenses, setlement and/or liability. We cannot assure you that we will be able to setle any future claims or, if we are able to setle any such claims, that the setlement will be on terms favorable to us. Our broad range of technology may increase the likelihood that third partes will claim that we infringe their intellectual property rights.

We may in the future receive notces of allegatons of infringement, misappropriaton or misuse of other partes’ proprietary rights. Furthermore, regardless of their merits, accusatons and litgaton of this nature may require signifcant tme and expense to defend, may negatvely afect customer relatonships, may divert management’s atenton away from other aspects of our operatons and, upon resoluton, may have a material adverse efect on our business, results of operatons, fnancial conditon, and cash fows.

Certain technology necessary for us to provide our solutons may, in fact, be patented by other partes either now or in the future. If such technology were validly patented by a third party, we may have to negotate a license for the use of that technology. We may not be able to negotate such a license at a price that is acceptable to us or at all. The existence of such a patent, or our inability to negotate a license for any such technology on acceptable terms, could force us to cease using the technology and cease ofering products incorporatng the technology, which could materially and adversely afect our business and results of operatons.

If we, or any of our products, were found to be infringing on the intellectual property rights of any third party, we could be subject to liability for such infringement, which could be material. We could also be prohibited from using or selling certain products, prohibited from using certain processes, or required to redesign certain products, each of which could have a material adverse efect on our business and results of operatons.

These and other outcomes may: result in the loss of a substantal number of existng customers or prohibit the acquisiton of new customers; cause us to pay license fees for intellectual property we are deemed to have infringed; cause us to incur costs and devote valuable technical resources to redesigning our products; cause our cost of product revenues to increase; cause us to accelerate expenditures to preserve existng revenues; materially and adversely afect our brand in the marketplace and cause a substantal loss of goodwill; cause us to change our business methods or products; and require us to cease certain business operatons or ofering certain products or features.

If we are unable to protect the confdentality of our trade secrets, our business and compettve positon would be harmed.

In additon to patent protecton, we rely heavily upon know-how and trade secret protecton, as well as non-disclosure agreements and inventon assignment agreements with our employees, consultants and third partes, to protect our confdental and proprietary informaton, especially where we do not believe patent protecton is appropriate or obtainable. It is our policy to require our employees and consultants to execute confdentality agreements upon the commencement of employment or consultng relatonships with us. These agreements provide that all confdental informaton concerning our business or fnancial afairs developed or made known to the individual or entty during the course of the party’s relatonship with us is to be kept confdental and not disclosed to third partes except in specifc circumstances. In the case of employees, the agreements provide that all inventons conceived or completed by the individual, and which are related to our current or planned business
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or research and development or made during normal working hours, on our premises or using our equipment or proprietary informaton, are our exclusive property. In additon to contractual measures, we try to protect the confdental nature of our proprietary informaton using physical and technological security measures. Such measures may not, for example, in the case of misappropriaton of a trade secret by an employee or third party with authorized access, provide adequate protecton for our proprietary informaton. Our security measures may, for example, not prevent an employee or consultant from misappropriatng our trade secrets and providing them to a compettor, and recourse we take against such misconduct may not provide an adequate remedy to protect our interests fully.

Enforcing a claim that a party illegally disclosed or misappropriated a trade secret can be difcult, expensive and tme-consuming, and the outcome is unpredictable. In additon, trade secrets may be independently developed by others in a manner that could prevent legal recourse by us. If any of our confdental or proprietary informaton, such as our trade secrets, were to be disclosed or misappropriated, or if any such informaton were to be independently developed by a compettor, our compettve positon could be harmed. In additon, courts outside the US may be less willing to protect trade secrets. Thus, we may not be able to meaningfully protect our trade secrets outside the US.

If we choose to go to court to stop a third party from using any of our trade secrets, we may incur substantal costs. These lawsuits may consume our tme and other resources even if we are successful. Although we take steps to protect our proprietary informaton and trade secrets, including through contractual means with our employees and consultants, third partes may independently develop substantally equivalent proprietary informaton and techniques or otherwise gain access to our trade secrets or disclose our technology.

Third partes may assert that our employees, consultants, collaborators or partners have wrongfully used or disclosed confdental informaton or misappropriated trade secrets.

As is common in the digital health, technology, or pharmaceutcal industries, we employ individuals who were previously employed at universites or other digital health, technology, or pharmaceutcal companies, including our compettors or potental compettors. Although no claims against us are currently pending, and although we try to ensure that our employees and consultants do not use the proprietary informaton or know-how of others in their work for us, we may be subject to claims that we or our employees or consultants have inadvertently or otherwise used or disclosed intellectual property, including trade secrets or other proprietary informaton, of a former employer or other third party. Litgaton may be necessary to defend against these claims. If we fail in defending any such claims, in additon to paying monetary damages, we may lose valuable intellectual property rights or personnel. This risk is similarly applicable with respect to claims by third partes against any current or future licensors.

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

Filing, prosecutng and defending patents on product candidates in all countries throughout the world is expensive. In additon, the laws of some foreign countries do not protect intellectual property rights to the same extent as laws in the US. For instance, following Russia’s invasion of Ukraine in February 2022, the US government has levied sanctons against Russia, and Russia has responded by issuing a decree that removes protectons for some patent holders who are registered in unfriendly countries, including the US. Accordingly, the USPTO has terminated its engagement with ofcials from intellectual property agencies in Russia. This reacton from a globally signifcant naton sets an unwieldy precedent, wherein other countries may now be expected to respond to politcal sanctons by extnguishing the intellectual property rights of those it deems “unfriendly.” Consequently, we may not be able to prevent third partes from practcing our inventons in all countries outside the US where we have issued patents, or from selling or importng products made using our inventons in other jurisdictons. Compettors may also use our technologies in jurisdictons where we have not obtained patent protecton to develop their own products and, further, may export otherwise infringing products to territories where we do not have patent protecton or where we have patent protecton but where enforcement is not as strong as that in the US. These products may compete with our products, and our patents or other intellectual property rights may not be efectve or sufcient to prevent such competton.
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Many companies have encountered signifcant problems in protectng and defending intellectual property rights in foreign jurisdictons. The legal systems of certain countries do not favor the enforcement of patents, trade secrets and other intellectual property rights, partcularly those relatng to digital health, pharmaceutcal and biopharmaceutcal products, which could make it difcult for us, our licensors, or our licensees to stop the infringement of our patents or marketng of competng products against third partes in violaton of our proprietary rights generally. The initaton of proceedings for infringement by third partes or by third partes to challenge the scope or validity of our patent rights in foreign jurisdictons could also result in substantal cost and divert our eforts and atenton from other aspects of our business, could put our patents at risk of being invalidated or interpreted narrowly and any related patent applicatons at risk of not issuing, and could provoke third partes to assert claims against us, our licensors, or our licensees. We may not prevail in any lawsuits that we initate or that are initated against us, and the damages or other remedies awarded in lawsuits that we initate, if any, may not be commercially meaningful.

Many countries, including European Union countries, India, Japan and China, have compulsory licensing laws under which a patent owner may be compelled under specifed circumstances to grant licenses to third partes. In additon, many countries limit the enforceability of patents against government agencies or government contractors. In those countries, we may have limited remedies if patents are infringed or if we are compelled to grant a license to a third party, which could materially diminish the value of those patents. This could limit our potental revenue opportunites. Accordingly, our eforts to enforce our intellectual property rights around the world may be inadequate to obtain a signifcant commercial advantage from the intellectual property that we develop or license.

We are party to and may, in the future, enter into collaboratons, in-licensing arrangements, joint ventures, or strategic alliances with third partes that may not result in the development of commercially viable products or the generaton of signifcant or any future revenues.

In the ordinary course of our business, we may enter into collaboratons, in-licensing arrangements, joint ventures, or strategic alliances to develop new PDTs and to pursue new markets. Proposing, negotatng, and implementng collaboratons, in-licensing arrangements, joint ventures, and strategic alliances may be a lengthy and complex process. Other companies, including those with substantally greater fnancial, marketng, sales, technology or other business resources, may compete with us for these opportunites or arrangements. We may not identfy, secure or complete any such transactons or arrangements in a tmely manner, on a cost-efectve basis, on acceptable terms, or at all. We have limited insttutonal knowledge and experience with respect to these business development actvites, and we may also not realize the antcipated benefts of any such transacton or arrangement. In partcular, these collaboratons may not result in the development of products that achieve commercial success or result in signifcant revenues and could be terminated prior to developing any products.

Additonally, we may not be in a positon to exercise sole decision-making authority regarding the transacton or arrangement, which could create the potental risk of creatng impasses on decisions, and our collaborators may have economic or business interests or goals that are, or that may become, inconsistent with our business interests or goals. It is possible that conficts may arise with our collaborators, such as conficts concerning the achievement of performance milestones, or the interpretaton of signifcant terms under any agreement, such as those related to fnancial obligatons or the ownership or control of intellectual property developed during the collaboraton. If any conficts arise with our current or future collaborators, they may act in their self-interest, which may be adverse to our best interest, and they may breach their obligatons to us. In additon, we have limited control over the amount and tming of resources that our current collaborators or any future collaborators devote to our collaborators’ or our future products. Disputes between us and our collaborators may result in litgaton or arbitraton which would increase our expenses and divert the atenton of our management. Further, these transactons and arrangements are contractual in nature and may be terminated or dissolved under the terms of the applicable agreements and, in such event, we may not contnue to have rights to the products relatng to such transacton or arrangement or may need to purchase such rights at a premium.
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We in-license patents and content from third partes to develop our products and product candidates. If we had a dispute or fail to comply with obligatons in the agreements with a third-party licensor, we could lose rights that are important to our business, or it could materially and adversely afect our ability to commercialize the product or product candidate afected by the dispute.

We license certain intellectual property that is important to our business, and in the future we may enter into additonal agreements that provide us with licenses to valuable intellectual property or technology. Some of our current license agreements impose various development, diligence, commercializaton or sublicensing, and other obligatons, including payments in connecton with the achievement of specifed milestones, on us in order to maintain the licenses. In spite of our eforts, a current or future licensor might conclude that we have materially breached our obligatons under such license agreements and seek to terminate the license agreements, thereby removing or limitng our ability to develop and commercialize products and technology covered by these license agreements. If these in-licenses are terminated, or if the underlying patent rights licensed thereunder fail to provide the intended exclusivity, compettors or other third partes would have the freedom to seek marketng authorizaton of, and to market, products identcal to ours and we may be required to cease our development and commercializaton of certain of our product candidates. Any of the foregoing could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

Licensing intellectual property involves complex legal, business and scientfc issues. Disputes may arise between us and our licensors regarding intellectual property subject to a license agreement, including:

· the scope of rights granted under the license agreement and other interpretaton-related issues;

· amount of royalty payments under the license agreement;

· whether and to what extent our technology and processes infringe on intellectual property of the licensor that is not subject to the licensing agreement;

· our right to sublicense patent and other rights to collaborators and other third partes;

· our diligence obligatons with respect to the use of the licensed technology in relaton to our development and commercializaton of our products, and what actvites satsfy those diligence obligatons; and

· the ownership of inventons and know-how resultng from the joint creaton or use of intellectual property by our licensors and us and our collaborators.

If disputes over licensed intellectual property prevent or impair our ability to maintain the licensing arrangements on acceptable terms, we may be unable to successfully develop and commercialize the afected product, or the dispute may have an adverse efect on our results of operaton.

The agreements under which we may license intellectual property or technology from third partes may be complex, and certain provisions in such agreements may be susceptble to multple interpretatons. The resoluton of any contract interpretaton disagreement that may arise could narrow what we believe to be the scope of our rights to the relevant intellectual property or technology, or increase what we believe to be our fnancial or other obligatons under the relevant agreement, either of which could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon. Moreover, if disputes over intellectual property that we have licensed prevent or impair our ability to maintain our licensing arrangements on commercially acceptable terms, we may be unable to successfully develop and commercialize the afected product candidates, which could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

We or our licensors may be subject to claims challenging the inventorship or ownership of the patents and other intellectual property that we own or license now or in the future.

We or our licensors may be subject to claims that former employees, consultants, or other third partes have an ownership interest in the patents and intellectual property that we own or in-license or that we may own or in-license in the future. While it is our policy to require our employees and consultants who may be involved in the development of intellectual property to execute agreements assigning such intellectual property to us, we may be
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unsuccessful in executng such an agreement with each party who in fact develops intellectual property that we regard as our own or such assignments may not be self-executng or may be breached. Our licensors may face similar obstacles. We or our licensors could be subject to ownership disputes arising, for example, from confictng obligatons of employees, consultants or others who are involved in developing our product candidates. Litgaton may be necessary to defend against any claims challenging inventorship or ownership. If we or our licensors fail in defending any such claims, we may have to pay monetary damages and may lose valuable intellectual property rights, such as exclusive ownership of, or right to use, intellectual property, which could adversely impact our business, results of operatons and fnancial conditon.

Our products utlize third-party open source sofware components, which may pose partcular risks to our proprietary sofware, technologies, products and services in a manner that could negatvely afect our business.

We have chosen, and we may choose in the future, to use open source sofware in our products. We use various sofware compositon tools, including Veracode and Snyk, which are designed to monitor risks related to licenses and vulnerabilites related to open-source sofware. Use and distributon of open source sofware may entail greater risks than use of third-party commercial sofware, as open source licensors generally do not provide warrantes or other contractual protectons regarding infringement claims or the quality of the code. Some open source licenses may contain requirements that we make available source code for modifcatons or derivatve works we create based upon the type of open source sofware we use. If we combine our proprietary sofware with open source sofware in a certain manner, we could, under certain open source licenses, be required to release the source code of our proprietary sofware to the public. This would allow our compettors to create similar products with less development efort and tme and ultmately could result in a loss of product sales.

Although we intend to monitor any use of open source sofware to avoid subjectng our products to conditons we do not intend, the terms of many open source licenses have not been interpreted by US courts, and there is a risk that any such licenses could be construed in a way that could impose unantcipated conditons or restrictons on our ability to commercialize our products. Moreover, there is no assurance that our processes for controlling our use of open source sofware in our products will be efectve. If we are held to have breached the terms of an open source sofware license, we could be required to seek licenses from third partes to contnue ofering our products on terms that are not economically feasible, to re-engineer our products, to discontnue the sale of our products if re-engineering could not be accomplished on a tmely basis, or to make generally available, in source code form, our proprietary code, any of which could materially and adversely afect our business, operatng results and fnancial conditon.

Some of our products and research initatves may be partally supported by government grant awards, which may or may not be available to us in the future or may subject us to federal regulatons such as “march-in” rights, certain reportng requirements, and a preference for US manufacturing.

We have received various forms of grant funding from the Natonal Insttute on Drug Abuse (NIDA) to support the clinical and commercial development actvites of reSET and reSET-O in substance use disorder and opioid use disorder, respectvely. To fund a porton of our future research initatves and development programs, we may apply for additonal grant funding from NIDA or other governmental agencies. However, funding by these governmental agencies may be signifcantly reduced or eliminated in the future for a number of reasons. For example, some programs are subject to a yearly appropriatons process in Congress. In additon, we may not receive full funding under current or future grants because of budgetng constraints of the agency administering the program or unsatsfactory progress on the study being funded. Therefore, we cannot be certain that we will receive any future grant funding from any government agencies, or, that if received, we will receive the full amount of the partcular grant award. Any such reductons could delay the development of our products and research initatves.

Moreover, patent rights on inventons conceived or frst actually reduced to practce in the performance of work under a US government funding agreement, or subject inventons, are subject to the Bayh-Dole Act of 1980, or Bayh-Dole Act. US government rights in subject inventons include a non-exclusive, non-transferable, irrevocable, paid up license to practce or have practced for or on behalf of the US the subject inventon throughout the world. In additon, the US government has the right to require us to grant exclusive, partally exclusive, or non-exclusive
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licenses to any subject inventons to a third party if the government determines that: (1) adequate steps have not been taken to commercialize the subject inventon; (2) government acton is necessary to meet public health or safety needs; or (3) government acton is necessary to meet requirements for public use under federal regulatons, which we refer to as march-in rights. The US government also has the right to take ttle to subject inventons if we fail, or the applicable licensor fails, to disclose the subject inventon to the government, elect ttle, and fle a patent applicaton within specifed tme limits or if we cease to prosecute the patent applicaton or will allow a patent to lapse. Each subject inventon is also subject to certain reportng requirements, compliance with which may require us, or the applicable licensor, to expend substantal resources. In additon, the Bayh Dole Act requires that any exclusive license to use or sell products embodying the subject inventon or produced through use of the subject inventon in the US include a requirement that such licensed products will be manufactured substantally in the US. The manufacturing preference requirement can be waived if the patent owner can show that reasonable but unsuccessful eforts have been made to grant licenses on similar terms to potental licensees that would be likely to manufacture substantally in the US or that under the circumstances domestc manufacture is not commercially feasible.

As a result of any funding from NIDA, or if we enter into future arrangements involving federal government funding and conceive or frst actually reduce to practce an inventon in the performance of work under such funding, patent rights in any such subject inventons may be subject to the applicable provisions of the Bayh-Dole Act. To the extent any of our current or future patent rights relate to subject inventons, the provisions of the Bayh-Dole Act may similarly apply. Any exercise by the federal government of certain of its rights under the Bayh-Dole Act could harm our compettve positon, business, fnancial conditon, results of operatons, and prospects.

Risks Relatng to Our Products

The success of any enhancements or improvements to our products or any new products depends on several factors, including regulatory review tmelines, tmely completon, compettve pricing, adequate quality testng, integraton with new and existng technologies in our products and third-party collaborators’ technologies and overall market acceptance.

We expect that the PDT market, as with many technology markets, will be characterized by rapid technological change, frequent new product and service introductons and enhancements, changing customer demands, and evolving industry standards. As an inital mater, a signifcant porton of our market may not have access to smartphones or other technology necessary to utlize our PDTs. In additon, the introducton of products and services embodying new technologies could quickly make existng products and services obsolete and unmarketable. Additonally, changes in laws and regulatons could impact the usefulness of our products and could necessitate changes or modifcatons to our products to accommodate such changes. We invest substantal resources in researching and developing new products and enhancing our existng products by incorporatng additonal features, improving functonality, and adding other improvements to meet our patents’ evolving needs. If we are unable to develop and release new products, or successful enhancements, new features and modifcatons to our existng products, our business, fnancial conditon and results of operatons could be materially and adversely afected. We may not succeed in developing, marketng and delivering on a tmely and cost-efectve basis enhancements or improvements to our products or any new products that respond to contnued changes in market demands or new customer requirements, and any enhancements or improvements to our products or any new products may not achieve market acceptance. Since developing our products is complex, the tmetable for the release of new products and enhancements to existng products is difcult to predict, and we may not ofer new products and updates as rapidly as our users require or expect. Any new products that we develop or acquire may not be introduced in a tmely or cost-efectve manner, may contain errors or defects, or may not achieve the broad market acceptance necessary to generate signifcant or any revenue.

The introducton of new products and products by compettors, the development of entrely new technologies to replace existng oferings or shifs in healthcare benefts trends could make our products obsolete or materially and adversely afect our business, fnancial conditon and results of operatons. We may experience difcultes with sofware development, industry standards, design or marketng that could delay or prevent our development, introducton or implementaton of new products, enhancements, additonal features or capabilites. If patents and
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healthcare providers do not widely adopt our products, we may not be able to realize a return on our investment. If we do not accurately antcipate patent demand or we are unable to develop, license or acquire new features and capabilites on a tmely and cost-efectve basis, or if such enhancements do not achieve market acceptance, it could result in adverse publicity, loss of revenue or market acceptance or claims by patents or healthcare providers brought against us, each of which could have a material and adverse efect on our reputaton, business, results of operatons and fnancial conditon.

Our products may cause undesirable side efects or have other propertes that could limit their commercial potental.

If we or others identfy undesirable side efects directly or indirectly caused by our products, a number of potentally signifcant negatve consequences could result, including:

· regulatory authorites may withdraw clearance, authorizaton, or approvals of such product;

· regulatory authorites may require additonal warnings on the product’s label;

· we may be required to issue safety communicatons to patents or healthcare providers that outline the risks of such side efects;

· we could be sued and held liable for harm caused to patents; and

· our reputaton may sufer.

Any of these events could prevent us from achieving or maintaining market acceptance of the partcular product or product candidate and, as a result of negatve impacts to our reputaton, our other products or product candidates and could signifcantly harm our business, results of operatons and prospects.

Our current product candidates are in various stages of development. Our product candidates may fail in development or sufer delays that adversely afect their commercial viability. If we fail to maintain clearance, de novo classifcaton or authorizaton to market our product candidates for expanded indicatons, or if we are delayed in obtaining such marketng authorizatons, our business, prospects, results of operatons and fnancial conditon could be materially and adversely afected.

The process of seeking FDA marketng authorizaton is expensive and tme consuming. There can be no assurance that marketng authorizaton will be granted. If we are not successful in obtaining tmely clearance, de novo classifcaton or approval of our product candidates, we may never be able to generate signifcant revenue and may be forced to cease operatons. The FDA can delay, limit or deny for many reasons, including:

· We may not be able to demonstrate to the FDA’s satsfacton that our product candidates meet the applicable regulatory standards for clearance, de novo classifcaton, or authorizaton, as applicable;

· The FDA may disagree that our clinical data supports the label and use that we are seeking; and

· The FDA may disagree that the data from our preclinical or pilot studies and clinical trials is sufcient to support marketng authorizaton.

Obtaining marketng authorizaton from the FDA or any foreign regulatory authority could result in unexpected and signifcant costs for us and consume management’s tme and other resources. The FDA could ask us to supplement our submissions, collect additonal nonclinical data, conduct additonal clinical trials, prepare additonal manufacturing data or informaton or engage in other tme-consuming actons, or it could simply deny our applicatons. In additon, if granted marketng authorizaton, we will be required to obtain additonal FDA authorizatons or clearances prior to making certain modifcatons to our devices. Further, FDA may impose other restrictons on our marketng authorizatons, or we may lose marketng authorizaton, if post-market data demonstrates safety issues or lack of efectveness. If we are unable to obtain and maintain the necessary marketng authorizatons to market our products, our fnancial conditon may be adversely afected, and our ability to grow domestcally and internatonally would likely be limited. Additonally, even if granted marketng
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authorizaton, our products may not receive marketng authorizaton for the indicatons that are necessary or desirable for successful commercializaton or proftability. This could have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

Clinical trials of any of our products or product candidates may fail to produce results necessary to support regulatory clearance or authorizaton.

We incur substantal expense for, and devote signifcant tme to, clinical trials but cannot be certain that the trials will ever result in commercial gains. We may experience signifcant setbacks in clinical trials, even afer earlier clinical trials showed promising results, and failure can occur at any tme during the clinical development process. Any of our products may malfuncton or may produce undesirable adverse efects that could cause us, insttutonal review boards (“IRBs”) or regulatory authorites to interrupt, delay or halt clinical trials. We, IRBs, the FDA, or another regulatory authority may suspend or terminate clinical trials at any tme to avoid exposing trial partcipants to unacceptable health risks. Our clinical trials may produce negatve or inconclusive results or may demonstrate a lack of efect of our product candidates. Additonally, the FDA may disagree with our interpretaton of the data from our pilot studies and clinical trials, or may fnd the clinical trial design, conduct or results inadequate to demonstrate safety or efectveness, and may require us to pursue additonal clinical trials, which could further delay the clearance or authorizaton of our product candidates. If we are unable to demonstrate the safety and efectveness of product candidates in our clinical trials, we will be unable to obtain the regulatory clearances or authorizatons we need to commercialize new products.

In additon, to the extent that additonal informaton regarding products being studied in clinical trials could translate to currently cleared or authorized products, such as informaton on new side efects, those results may impact existng clearances and authorizatons, and required contraindicatons, warnings or precautons in product labeling.

Interim, “topline” and preliminary data from clinical trials of our products or product candidates may change as more patent data becomes available and are subject to confrmaton, audit, and verifcaton procedures that could result in material changes in the fnal data.

From tme to tme, we may publicly disclose preliminary or topline data from our pilot studies and clinical trials, which is based on a preliminary analysis of then-available data, and the results and related fndings and conclusions are subject to change following a more comprehensive review of the data related to the partcular study or trial. We also make assumptons, estmatons, calculatons, and conclusions as part of our analyses of data, and we may not have received or had the opportunity to fully and carefully evaluate all data. As a result, the topline or preliminary results that we report may difer from future results of the same studies, or diferent conclusions or consideratons may qualify such results, once additonal data have been received and fully evaluated. Topline data also remain subject to audit and verifcaton procedures that may result in the fnal data being materially diferent from the preliminary data we previously published. As a result, topline data should be viewed with cauton untl the fnal data are available. From tme to tme, we may also disclose interim data from our clinical trials. Interim or preliminary data from clinical trials are subject to the risk that one or more of the clinical outcomes may materially change as patent enrollment and treatment contnues and more patent data become available or as patents from our clinical trials contnue other treatments for their disease. Adverse diferences between preliminary or interim data and fnal data could signifcantly harm our business prospects. Further, disclosure of interim data by us or by our compettors could result in volatlity in the price of our Class A common stock.

Further, third partes, including regulatory agencies, may not accept or agree with our assumptons, estmates, calculatons, conclusions or analyses or may interpret or weigh the importance of data diferently, which could impact the potental of the partcular program, the likelihood of marketng authorizaton or clearance or commercializaton of the partcular product candidate, the commercial success of any product for which we may have already obtained authorizaton or clearance, and our company in general. In additon, the informaton we choose to publicly disclose regarding a partcular study or clinical trial is derived from informaton that is typically extensive, and you or others may not agree with what we determine is material or otherwise appropriate informaton to include in our disclosure.
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If the interim, topline, or preliminary data that we report difer from actual results, or if others, including regulatory authorites, disagree with the conclusions reached, our ability to obtain clearance, authorizaton, or approval for, and commercialize, our product candidates may be harmed, which could harm our business, operatng results, prospects or fnancial conditon.

reSET-O is used in combinaton with Buprenorphine which exposes us to additonal risks.

reSET-O is FDA-authorized for treatment of OUD in combinaton with Buprenorphine. We are subject to the risk that the FDA could revoke approval of Buprenorphine or that safety, efcacy, manufacturing or supply issues could arise with Buprenorphine. This could materially and adversely afect reSET-O’s commercial success.

Risks Related to Our Regulatory Compliance and Legal Maters

We operate in a highly regulated industry and are subject to a wide range of federal, state and local laws, rules and regulatons, including FDA regulatory requirements and laws pertaining to fraud and abuse in healthcare, that afect nearly all aspects of our operatons. Failure to comply with these laws, rules and regulatons, or to obtain and maintain required licenses, could subject us to enforcement actons, including substantal civil and criminal penaltes, and might require us to recall or withdraw a product from the market or cease operatons. Any of the foregoing could materially and adversely afect our business, fnancial conditon and results of operatons.

We and our products are subject to extensive regulaton in the US, including by the FDA. The regulatons to which we are subject are complex. The FDA regulates, among other things, with respect to medical devices: design, development and manufacturing; testng, labeling, content and language of instructons for use; clinical trials; product safety; medical device cybersecurity; pre-market clearance, authorizaton, and approval; establishment registraton and device listng; marketng, sales and distributon; complaint handling; record keeping procedures; advertsing and promoton; recalls and feld safety correctve actons; post-market surveillance, including reportng of deaths or serious injuries and malfunctons that, if they were to recur, could lead to death or serious injury; post-market studies; and product import and export. The FDA monitors compliance with these applicable regulatory requirements through periodic unannounced inspectons as well as various other channels, such as reviewing post-market surveillance and recall reports, monitoring advertsing and promotonal practces on-line and at trade shows, and reviewing trade complaints submited by compettors or other third partes. We do not know whether we will pass any future inspectons for FDA compliance, or whether the FDA might identfy compliance concern(s) through other channels of informaton. Failure to comply with applicable regulatons could jeopardize our ability to sell our products and result in enforcement-related actons such as: FDA Form 483s; unttled or warning leters; clinical holds on research; fnes; injunctons; civil penaltes; terminaton of distributon; recalls or seizures of products; delays in the introducton of products into the market; total or partal suspension of producton; refusal to grant future clearances, authorizatons, or approvals; withdrawals or suspensions of current clearances or marketng authorizatons, resultng in prohibitons on the sale and distributon of our products; and in the most serious cases, criminal penaltes. Any of these sanctons could result in higher than antcipated costs or lower than antcipated sales and have a material adverse efect on our reputaton, business, fnancial conditon and results of operatons.

The FDA and the FTC also regulate the advertsing and promoton of our products to ensure that the claims we make are consistent with our regulatory authorizatons, that there is adequate and reasonable data to substantate the claims and that our promotonal labeling and advertsing is neither false nor misleading. If the FDA or FTC determines that any of our advertsing or promotonal claims are false, misleading, not substantated or not permissible, we may be subject to enforcement actons, including unttled or warning leters, and we may be required to revise our promotonal claims and make other correctons or resttutons. We also may be subject to fnes, or other regulatory, civil, or criminal sanctons.
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Additonal federal and state healthcare laws and regulatons that may afect our ability to conduct business include, without limitaton:

· the federal Ant-Kickback Statute, which prohibits, among other things, any person from knowingly and willfully ofering, solicitng, receiving or providing remuneraton, directly or indirectly, in exchange for or to induce either the referral of an individual for, or the purchase, order or recommendaton of, any good or service for which payment may be made under federal healthcare programs, such as CMS programs;

· the federal civil false claims and civil monetary penaltes laws, including, without limitaton, the federal False Claims Act, which prohibits, among other things, individuals or enttes from knowingly presentng, or causing to be presented, false claims, or knowingly using false statements, to obtain payment from the federal government;

· federal criminal laws that prohibit executng a scheme to defraud any healthcare beneft program or making false statements relatng to healthcare maters;

· the federal Civil Monetary Penaltes Law prohibits, among other things, ofering or transferring remuneraton to a federal healthcare benefciary that a person knows or should know is likely to infuence the benefciary’s decision to order or receive items or services reimbursable by the government from a partcular provider or supplier;

· the federal Physician Payment Sunshine Act, or Open Payments, created under the Patent Protecton and Afordable Care Act, as amended by the Health Care and Educaton Afordability Reconciliaton Act of 2010, or collectvely the Afordable Care Act (“ACA”), and its implementng regulatons, which requires manufacturers of drugs, medical devices, biologicals and medical supplies for which payment is available under Medicare, Medicaid, or the Children’s Health Insurance Program to report annually to CMS informaton related to payments or other transfers of value made to licensed physicians and teaching hospitals, as well as ownership and investment interests held by physicians and their immediate family members;

· Health Insurance Portability Administraton and Accountability Act of 1996 (“HIPAA”), as amended by the Health Informaton Technology for Economic and Clinical Health Act, and its implementng regulatons, which impose certain requirements relatng to the privacy, security and transmission of protected health informaton (“PHI”), on certain healthcare providers, health plans and healthcare clearinghouses, and their business associates that access or otherwise process individually identfable health informaton on their behalf; HIPAA also created criminal liability for knowingly and willfully falsifying or concealing a material fact or making a materially false statement in connecton with the delivery of or payment for healthcare benefts, items or services;

· medical device regulatons pursuant to the federal Food, Drug and Cosmetc Act which require, among other things, pre-market clearance, authorizaton, or approval; compliant labeling; medical device adverse event reportng; establishment registraton and device listng; reportng of correctons and removals; and quality system requirements;

· state law equivalents of each of the above federal laws, such as ant-kickback and false claims laws which may apply to items or services reimbursed by any third-party payor, including commercial insurers, and state and foreign laws governing the privacy and security of health informaton in certain circumstances, many of which difer from each other in signifcant ways and are in additon to requirements under HIPAA, thus complicatng compliance eforts; and

· state laws governing the corporate practce of medicine and other healthcare professions and related fee-splitng laws.

Our employees, consultants and commercial collaborators may engage in misconduct or other improper actvites, including non-compliance with such regulatory standards and requirements.
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Because of the breadth of these laws and the narrowness of available statutory and regulatory exemptons, it is possible that some of our actvites could be subject to challenge under one or more of such laws. Any acton brought against us for violatons of these laws or regulatons, even if successfully defended, could cause us to incur signifcant legal expenses and divert our management’s atenton from the operaton of our business. We may be subject to private “qui tam” actons brought by individual whistleblowers on behalf of the federal or state governments, with potental liability under the federal False Claims Act including mandatory treble damages and signifcant per-claim penaltes.

Although we have adopted policies and procedures designed to comply with these laws and regulatons and conduct internal reviews of our compliance with these laws, our compliance is also subject to governmental review. The growth of our business and sales organizaton including future expansion outside of the US may increase the potental of violatng these laws or our internal policies and procedures. The risk of our being found in violaton of these or other laws and regulatons is further increased by the fact that many have not been fully interpreted by the regulatory authorites or the courts, and their provisions are open to a variety of interpretatons. Any acton brought against us for violaton of these or other laws or regulatons, even if we successfully defend against it, could cause us to incur signifcant legal expenses and divert our management’s atenton from the operaton of our business. If our operatons are found to be in violaton of any of the federal, state and foreign laws described above or any other current or future fraud and abuse or other healthcare laws and regulatons that apply to us, we may be subject to penaltes, including signifcant criminal, civil and administratve penaltes, damages and fnes, disgorgement, additonal reportng requirements and oversight if we become subject to a corporate integrity agreement or similar agreement to resolve allegatons of noncompliance with these laws, imprisonment for individuals and exclusion from partcipaton in government programs, such as Medicare and Medicaid, as well as contractual damages and reputatonal harm. We could also be required to curtail or cease our operatons. Any of the foregoing consequences could seriously harm our business, fnancial conditon and results of operatons.

Our employees, independent contractors, consultants and collaborators may engage in misconduct or other improper actvites, including non-compliance with regulatory standards and requirements, which could cause signifcant liability for us and harm our reputaton.

We are exposed to the risk that our employees, independent contractors, consultants and collaborators may engage in fraudulent conduct or other illegal actvity. It is not always possible to identfy and deter misconduct by employees and other third partes, and the precautons we take to detect and prevent this actvity may not be efectve in controlling unknown or unmanaged risks or losses or in protectng us from governmental investgatons or other actons or lawsuits stemming from a failure to comply with these laws or regulatons. Misconduct by those partes could include intentonal, reckless and/or negligent conduct or disclosure of unauthorized actvites to us that violates:

· FDA regulatons or similar regulatons of comparable non-US regulatory authorites, including those laws requiring the reportng of true, complete and accurate informaton to such authorites;

· manufacturing standards;

· federal and state healthcare fraud and abuse laws and regulatons and similar laws and regulatons established and enforced by comparable non-US regulatory authorites; and

· laws that require the reportng of fnancial informaton or data accurately.

In partcular, sales, marketng and business arrangements in the healthcare industry are subject to extensive laws and regulatons intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive practces. These laws and regulatons may restrict or prohibit a wide range of pricing, discountng, marketng and promoton, sales commission, customer incentve programs and other business arrangements. Actvites subject to these laws may involve the improper use or misrepresentaton of informaton obtained in the course of clinical trials, creatng fraudulent data in our clinical trials or illegal misappropriaton of product materials, which could result in regulatory sanctons and serious harm to our reputaton. It is not always possible to identfy and deter misconduct, and the precautons we take to detect and prevent this actvity may not be efectve in controlling unknown or
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unmanaged risks or losses or in protectng us from governmental investgatons or other actons or lawsuits stemming from a failure to be in compliance with such laws, standards or regulatons. Additonally, we are subject to the risk that a person or government could allege such fraud or other misconduct, even if none occurred. If any such actons are insttuted against us, and we are not successful in defending ourselves or assertng our rights, those actons could have a signifcant impact on our business and results of operatons, including the impositon of civil, criminal and administratve penaltes, damages, monetary fnes, disgorgement, integrity oversight and reportng obligatons, possible exclusion from partcipaton in Medicare, Medicaid and other federal healthcare programs, contractual damages, reputatonal harm, diminished profts and future earnings, and curtailment of our operatons, any of which could have a material adverse efect on our ability to operate our business and our results of operatons.

We could incur signifcant liability if it is determined that we are promotng any “of-label” uses of our products.

Although our products are marketed for the specifc therapeutc uses for which the devices were designed and our personnel are trained not to promote our products for uses outside of the FDA-cleared or authorized indicatons for use, known as “of-label uses,” we cannot, however, prevent a physician from using our products in ways, when in the physician’s independent professional medical judgment, he or she deems it appropriate. The use of our products for indicatons other than those authorized, cleared, or approved by the FDA or authorized by any foreign regulatory body may not efectvely treat such conditons, which could harm our reputaton in the marketplace among primary care physicians and patents.

If the FDA or any foreign regulatory body determines that our promotonal materials or training consttute promoton of an of-label use, it could request that we modify our training or promotonal materials or subject us to regulatory or enforcement actons, including the issuance or impositon of an unttled leter or warning leter, injuncton, seizure, civil fne or criminal penaltes. It is also possible that other federal, state or foreign enforcement authorites might take acton under other regulatory authority, such as false claims laws, based on our of-label promoton having caused submission of false (non-reimbursable) claims, for any products for which we obtain government reimbursement, if they consider our business actvites to consttute promoton of an of-label use, which could result in signifcant penaltes, including, but not limited to, criminal, civil and administratve penaltes, damages, fnes, disgorgement, exclusion from partcipaton in government healthcare programs and the curtailment of our operatons. In additon, certain jurisdictons have “all payor” false claims act laws that extend penaltes for false claims beyond those submited to government programs.

We face potental product liability exposure, and, if claims brought against us are successful, we could incur substantal liabilites.

Our business exposes us to potental product liability claims that are inherent in the design, manufacture, testng and sale of medical devices. We could become the subject of product liability lawsuits alleging that component failures, manufacturing faws, design defects or inadequate disclosure of product-related risks or product-related informaton resulted in an unsafe conditon, injury or death to patents. In additon, physicians may misuse our products with their patents if they are not adequately trained, potentally leading to injury and an increased risk of product liability. The misuse of our products, or the failure of physicians or patents to adhere to operatng guidelines, could cause signifcant harm to patents, including death, which could result in product liability claims. Product liability lawsuits and claims, safety alerts or product recalls, with or without merit, could cause us to incur substantal costs, and could place a signifcant strain on our fnancial resources, divert the atenton of management from our core business, harm our reputaton and materially and adversely afect our ability to atract and retain patents, any of which could have a material adverse efect on our business, fnancial conditon and results of operatons.

Although we maintain third-party product liability insurance coverage, it is possible that claims against us may exceed the coverage limits of our insurance policies. Even if any product liability loss is covered by an insurance policy, these policies typically have substantal deductbles for which we are responsible. Product liability claims in excess of applicable insurance coverage could have a material adverse efect on our business, fnancial conditon and results of operatons. In additon, any product liability claim brought against us, with or without merit, could result in an increase of our product liability insurance premiums. Insurance coverage varies in cost and can be
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difcult to obtain, and we cannot guarantee that we will be able to obtain insurance coverage in the future on terms acceptable to us or at all.

Additonally, from tme to tme we may enter into agreements pursuant to which we indemnify third partes for certain claims relatng to our products. These indemnifcaton obligatons may require us to pay signifcant sums of money for claims that are covered by these indemnifcaton obligatons. We are not currently subject to any product liability claims; however, any future product liability claims against us, regardless of their merit, may result in negatve publicity about us that could ultmately harm our reputaton and could have a material adverse efect on our business, fnancial conditon and results of operatons.

Healthcare reform and other governmental and private payor initatves may have an adverse efect upon, and could prevent, our products’ or product candidates’ commercial success.

In the US and in certain foreign jurisdictons, there have been a number of legislatve and regulatory changes to the healthcare system that could impact our ability to sell our products proftably, such as the ACA.

Since its enactment, there have been numerous judicial, administratve, executve, and legislatve challenges to certain aspects of the ACA, and we expect there will be additonal challenges and amendments to the ACA in the future. For example, various portons of the ACA are currently undergoing legal and consttutonal challenges in the US Supreme Court. Additonally, the former Trump administraton issued various Executve Orders which eliminated cost-sharing subsidies and various provisions that would impose a fscal burden on states or a cost, fee, tax, penalty or regulatory burden on individuals, healthcare providers, health insurers, or manufacturers of pharmaceutcals or medical devices and Congress has introduced several pieces of legislaton aimed at signifcantly revising or repealing the ACA. Further, on December 20, 2019, the Further Consolidated Appropriatons Act (H.R. 1865), which repeals the Cadillac tax, the health insurance provider tax, and the medical device excise tax, was signed into law. It is unclear whether the ACA will be overturned, repealed, replaced, or further amended. We cannot predict what afect further changes to the ACA would have on our business, especially under the Biden administraton.

Other legislatve changes have been proposed and adopted in the US since the ACA was enacted. In August 2011, the Budget Control Act of 2011, among other things, created measures for spending reductons by Congress. A Joint Select Commitee on Defcit Reducton, tasked with recommending a targeted defcit reducton of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals, thereby triggering the legislaton’s automatc reducton to several government programs. This includes aggregate reductons of Medicare payments to providers up to 2% per fscal year, and, due to subsequent legislatve amendments, will remain in efect through 2030 unless additonal congressional acton is taken. Pursuant to the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), as well as subsequent legislaton, these reductons were suspended from May 1, 2020 through March 31, 2021, due to the COVID-19 pandemic. Proposed legislaton, if passed, would extend this suspension untl the end of the pandemic.

There has been increasing legislatve and enforcement interest in the US with respect to prescripton-pricing practces. Specifcally, there have been several recent US Congressional inquiries and proposed federal and state legislaton designed to, among other things, bring more transparency to drug pricing, reduce the cost of prescripton drugs under Medicare, review the relatonship between pricing and manufacturer patent programs, and reform government program reimbursement methodologies for drugs. The HHS has already started the process of solicitng feedback on some of these measures and, at the same tme, is immediately implementng others under its existng authority. It is unclear what efect such legislatve and enforcement interest may have on prescripton devices. Further, it is unclear whether the Biden administraton will challenge, reverse, revoke or otherwise modify the prior administraton’s executve and administratve actons.

We expect that these and other healthcare reform measures that may be adopted in the future, may result in more rigorous coverage criteria and in additonal downward pressure on the price that we receive for any cleared, authorized, or approved device, which could have an adverse efect on patents for our products or product candidates. Any reducton in reimbursement from Medicare or other government programs may result in a similar reducton in payments from private payors.






Pear Therapeutcs, Inc. | Form 10-Q |Page 75

Table of Contents






There have been, and likely will contnue to be, legislatve and regulatory proposals at the foreign, federal and state levels in the US directed at broadening the availability of healthcare and containing or lowering the cost of healthcare. The implementaton of cost containment measures or other healthcare reforms may prevent us from being able to generate revenue, atain proftability or commercialize our products. Such reforms could have an adverse efect on antcipated revenue from product candidates that we may successfully develop and for which we may obtain regulatory clearance, authorizaton, or approval and that may afect our overall fnancial conditon and ability to develop product candidates. If we or any third partes we may engage are slow or unable to adapt to changes in existng requirements or the adopton of new requirements or policies, or if we or such third partes are not able to maintain regulatory compliance, our current or any future product candidates we may develop may lose any regulatory clearance, authorizaton, or approval that may have been obtained and we may not achieve or sustain proftability.

Noncompliance with billing and documentaton requirements could result in non-payment or subject us to billing or other compliance investgatons by government authorites or private insurers.

Payors typically have difering and complex billing and documentaton requirements. If we fail to comply with these payor-specifc requirements, we may not be paid for our services or payment may be substantally delayed or reduced. Moreover, federal and state laws, rules and regulatons impose substantal penaltes, including criminal and civil fnes, monetary penaltes, exclusion from partcipaton in government healthcare programs and imprisonment, on enttes or individuals (including any individual corporate ofcers or physicians deemed responsible) that fraudulently or wrongfully bill government-funded programs or other third-party payors for healthcare services.

From tme to tme in the ordinary course of business, governmental agencies and private insurers also conduct audits of healthcare companies like us. Such audits could result in the incurrence of additonal costs and diversion of management’s tme and atenton. In additon, such audits could trigger repayment demands based on fndings that our products were billed in a manner that violated applicable billing requirements. We cannot predict whether any future audits, inquiries or investgatons, or the public disclosure of such maters, likely would negatvely impact our business, fnancial conditon, results of operatons, cash fows and the trading price of our securites.

We are subject to data privacy and security laws and regulatons governing our collecton, use, disclosure, or storage of personally identfable informaton, including protected health informaton and payment card data, which may impose restrictons on us and our operatons. Any actual or perceived noncompliance with such laws and regulatons may result in penaltes, regulatory acton, loss of business or unfavorable publicity.

Numerous federal and state laws and regulatons govern the collecton, use, disclosure, storage and transmission of personally identfable informaton (“PII”), including PHI, and informaton related to treatment for substance use disorders. These laws and regulatons, including their interpretaton by governmental agencies, are subject to frequent change and could have a negatve impact on our business. In additon, in the future, industry requirements or guidance, contractual obligatons, and/or legislaton at both the federal and the state level may limit, forbid or regulate the use or transmission of health informaton outside of the US.

These varying interpretatons can create complex compliance issues for us and our partners and potentally expose us to additonal expense, adverse publicity and liability, any of which could materially and adversely afect our business.

Federal and state consumer protecton laws are increasingly being applied by the FTC and states’ atorneys general to regulate the collecton, use, storage and disclosure of PII, through websites or otherwise, and to regulate the presentaton of website content. In additon, other laws, such as the Confdentality of Substance Use Disorder Patent Records regulatons at 42 C.F.R. Part 2, limit the potental use of in substance use disorder treatment-related data in non-treatment-based setng, such as administratve or criminal hearings related to the patent, and include associated restrictons on disclosure of informaton.

The security measures that we and our third-party vendors and subcontractors have in place to ensure compliance with privacy and data protecton laws may not protect our facilites and systems from security breaches, acts of vandalism or thef, computer viruses, misplaced or lost data, programming and human errors or other similar
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events. Even though we provide for appropriate protectons through our agreements with our third-party vendors, we stll have limited control over their actons and practces. A breach of privacy or security of PII or PHI may result in an enforcement acton, including criminal and civil liability, against us. We are not able to predict the extent of the impact such incidents may have on our business. Enforcement actons against us could be costly and could interrupt regular operatons, which may materially and adversely afect our business. While we have not received any notces of violaton of the applicable privacy and data protecton laws and believe we are in compliance with such laws, there can be no assurance that we will not receive such notces in the future.

There is ongoing concern from privacy advocates, regulators and others regarding data privacy and security issues, and the number of jurisdictons with data privacy and security laws has been increasing. Also, there are ongoing public policy discussions regarding whether the standards for de-identfcaton, anonymizaton, or pseudonymizaton of health informaton are sufcient, and the risk of re-identfcaton sufciently small, to adequately protect patent privacy. We expect there will contnue to be new proposed and amended laws, regulatons and industry standards concerning privacy, data protecton and informaton security in the US, such as the California Consumer Privacy Act (“CCPA”), which went into efect on January 1, 2020, and has been amended several tmes. Further, a new California privacy law, the California Privacy Rights Act (“CPRA”), was passed by California voters on November 3, 2020, and in March 2021, Virginia passed a new privacy law, the Consumer Data Protecton Act (“VCDPA”), similar to the CPRA. The CPRA will create additonal obligatons with respect to processing and storing personal informaton and the VCDPA is scheduled to take efect on January 1, 2023 (with certain provisions of the CPRA having retroactve efect to January 1, 2022). In additon New York’s Stop Hacks and Improve Electronic Data Security Act (“SHIELD Act”), requires any person or business owning or licensing computerized data that includes the private informaton of a resident of New York to implement and maintain reasonable safeguards to protect the security, confdentality, and integrity of the private informaton. Other US states also are considering omnibus privacy legislaton and industry organizatons regularly adopt and advocate for new standards in these areas. While the CCPA and CPRA contain exceptons for certain actvites involving PHI under HIPAA, we cannot yet determine the impact the CCPA, CPRA, VCDPA or other such future laws, regulatons and standards may have on our business.

Future laws, regulatons, standards, obligatons, amendments, and changes in the interpretaton of existng laws, regulatons, standards and obligatons could impair our or our customers’ ability to collect, use or disclose informaton relatng to patents or consumers, including informaton derived therefrom, which could decrease demand for our products, increase our costs and impair our ability to maintain and grow our customer base and increase our revenue. Accordingly, we may fnd it necessary or desirable to fundamentally change our business actvites and practces or to expend signifcant resources to modify our sofware or platorm and otherwise adapt to these changes.

Further, our patents may expect us to comply with more stringent privacy and data security requirements than those imposed by laws, regulatons, or self-regulatory requirements, and we may be obligated contractually to comply with additonal or diferent standards relatng to our handling or protecton of data.

Any failure or perceived failure by us to comply with federal or state laws or regulatons, industry standards or other legal obligatons, or any actual or suspected privacy or security incident, whether or not resultng in unauthorized access to, or acquisiton, release or transfer of PII or other data, may result in governmental enforcement actons and prosecutons, private litgaton, fnes and penaltes or adverse publicity and could cause our customers to lose trust in us, which could have an adverse efect on our reputaton and business. We may be unable to make such changes and modifcatons in a commercially reasonable manner or at all, and our ability to develop new products could be limited. Any of these developments could harm our business, fnancial conditon and results of operatons. Privacy and data security concerns, whether valid or not valid, may inhibit retenton of our products by existng customer or adopton of our products by new customers.
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Security breaches, ransomware atacks and other disruptons to our informaton technology structure could compromise our informaton, disrupt our business, and expose us to signifcant liability, which would cause our business and reputaton to sufer and we may be unable to maintain and scale our technology.

In the ordinary course of our business, we collect, store, use and disclose sensitve data, including PHI and other types of PII. We also process and store, and use additonal third partes to process and store, sensitve informaton including intellectual property and other proprietary business informaton, including that of our patents. Patent informaton is encrypted but not always de-identfed. We manage and maintain our platorm and data utlizing a combinaton of managed data center systems and cloud-based computng center systems.

We are highly dependent on informaton technology networks and systems, including the internet, to securely process, transmit and store this critcal informaton. Security breaches of this infrastructure, including physical or electronic break-ins, computer viruses, atacks by hackers and similar breaches, and employee or contractor error, negligence or malfeasance, can create system disruptons, shutdowns or unauthorized disclosure or modifcatons of confdental informaton, causing member PHI and other PII to be accessed or acquired without authorizaton or to become publicly available. We utlize third-party service providers for important aspects of the collecton, storage and transmission of customer, user and patent informaton, and other confdental and sensitve informaton, and therefore rely on third partes to manage functons that have material cybersecurity risks. Because of the sensitvity of the PHI, other PII, and other confdental informaton we and our service providers collect, store, transmit, and otherwise process, the security of our technology platorm and other aspects of our services, including those provided or facilitated by our third-party service providers, are important to our operatons and business strategy. We take certain administratve, physical and technological safeguards to address these risks, such as by requiring outsourcing subcontractors who handle customer, user and patent informaton for us to enter into agreements that contractually obligate those subcontractors to use reasonable eforts to safeguard PHI, other PII, and other sensitve informaton. Measures taken to protect our systems, those of our subcontractors, or the PHI, other PII, or other sensitve data we or our subcontractors process or maintain, may not adequately protect us from the risks associated with the collecton, storage and transmission of such informaton. Although we take steps to help protect confdental and other sensitve informaton from unauthorized access or disclosure, our informaton technology and infrastructure may be vulnerable to atacks by hackers or viruses, failures or breaches due to third-party acton, employee negligence or error, malfeasance or other disruptons.

A security breach or privacy violaton that leads to disclosure or unauthorized use or modifcaton of, or that prevents access to or otherwise impacts the confdentality, security, or integrity of, member informaton, including PHI or other PII, or other sensitve informaton we or our subcontractors maintain or otherwise process, could harm our reputaton, compel us to comply with breach notfcaton laws, cause us to incur signifcant costs for remediaton, fnes, penaltes, notfcaton to individuals and for measures intended to repair or replace systems or technology and to prevent future occurrences, potental increases in insurance premiums, and require us to verify the accuracy of database contents, resultng in increased costs or loss of revenue. If we are unable to prevent such security breaches or privacy violatons or implement satsfactory remedial measures, or if it is perceived that we have been unable to do so, our operatons could be disrupted, we may be unable to provide access to our platorm, and could sufer a loss of customers or users or a decrease in the use of our platorm, and we may sufer loss of reputaton, adverse impacts on customer, user and investor confdence, fnancial loss, governmental investgatons or other actons, regulatory or contractual penaltes, and other claims and liability. In additon, security breaches and other inappropriate access to, or acquisiton or processing of, informaton can be difcult to detect, and any delay in identfying such incidents or in providing any notfcaton of such incidents may lead to increased harm.

Any such breach or interrupton of our systems, or those of any of our third-party informaton technology partners, could compromise our networks or data security processes and sensitve informaton could be inaccessible or could be accessed by unauthorized partes, publicly disclosed, lost or stolen. Any such interrupton in access, improper access, disclosure or other loss of informaton could result in legal claims or proceedings, liability under laws and regulatons that protect the privacy of member informaton or other personal informaton, such as HIPAA, the CCPA, other state data breach laws and regulatory penaltes. Unauthorized access, loss or disseminaton could also disrupt our operatons, including our ability to perform our services, provide member assistance services, conduct research and development actvites, collect, process, and prepare company fnancial informaton, provide
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informaton about our current and future solutons and engage in other user and clinician educaton and outreach eforts. Any such breach could also result in the compromise of our trade secrets and other proprietary informaton, which could materially and adversely afect our business and compettve positon. While we maintain insurance covering certain security and privacy damages and claim expenses, we may not carry insurance or maintain coverage sufcient to compensate for all liability and in any event, insurance coverage would not address the reputatonal damage that could result from a security incident.

Internatonal privacy and data security concerns and laws could result in additonal costs and may prevent us from successfully expanding our business internatonally.

Internatonally, virtually every major jurisdicton has established its own data security and privacy legal framework. For instance, in May 2018, the European General Data Protecton Regulaton, or GDPR, came into efect and established requirements applicable to the handling of personal data and may result in fnes up to €20 million (approximately $22 million based on current exchange rates) or up to 4% of annual global revenue in the preceding fnancial year, whichever is higher, and other administratve penaltes. In many European jurisdictons enforcement actons and consequences for non-compliance are also rising.

Jurisdictons outside of the US and Europe are also considering and/or enactng comprehensive data protecton legislaton. Cross-border data transfers and other future developments regarding local data residency could increase the cost and complexity of delivering our services in some markets and may lead to governmental enforcement actons, litgaton, fnes, and penaltes or adverse publicity, which could adversely afect our business and fnancial positon, could greatly increase our cost of providing our products and services, require signifcant changes to our operatons, or even prevent us from ofering certain services in specifc jurisdictons.

Several Asian countries have consttutonal protectons for, or have adopted legislaton protectng, individuals’ personal informaton. For instance, the Personal Informaton Protecton Law (“PIPL”) of the People’s Republic of China (“PRC”), was adopted on August 20, 2021, and went into efect on November 1, 2021. The PIPL shares similarites with the GDPR, including extraterritorial applicaton, data minimizaton, data localizaton, and purpose limitaton requirements, and obligatons to provide certain notces and rights to citzens of the PRC. The PIPL allows for fnes of up to CN¥ 50 million (approximately $8 million based on current exchange rates) or 5% of a covered company’s revenue in the prior year. Our approach with respect to the GDPR, the PIPL, and other data protecton legislaton may be subject to further evaluaton and change, our compliance measures may not be fully adequate and may require modifcaton, we may expend signifcant tme and cost in developing and maintaining a privacy governance program, data transfer or localizaton mechanisms, or other processes or measures to comply with these legal frameworks when looking to expand or business outside of the US.

We also contnue to see jurisdictons imposing data localizaton laws, which may require personal informaton of citzens of a jurisdicton to be, among other data processing operatons, initally collected, stored, and modifed locally within such jurisdicton. These regulatons may inhibit our ability to expand into those markets without signifcant additonal costs.

Because of the breadth of these data protecton laws and the narrowness of their exceptons and safe harbors, it is possible that internatonal expansion could subject our business or data protecton policies to challenge under one or more of such laws. The scope and enforcement of each of these laws is uncertain and subject to rapid change in the current environment of heightened regulatory focus on data privacy and security issues. If our operatons are found to be in violaton of any of the data protecton laws described above or any other laws that apply to us, we may be subject to penaltes, including, but not limited to, criminal, civil and administratve penaltes, damages, fnes, disgorgement, individual imprisonment, possible exclusion from partcipaton in government healthcare programs, injunctons, private qui tam actons brought by individual whistleblowers in the name of the government, class acton litgaton and the curtailment or restructuring of our operatons, as well as additonal reportng obligatons and oversight if we become subject to a correctve acton plan or other agreement to resolve allegatons of non-compliance with these laws, any of which could adversely afect our ability to operate our business and our results of operatons.
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Our PearConnect platorm may not operate properly, which could damage our reputaton, subject us to claims, or require us to divert applicaton of our resources from other purposes, any of which could harm our business and growth.

Our PearConnect platorm provides patents and physicians with the ability to, among other things, provide (i) access to the Pear MD Clinician Dashboard; (ii) an end-to-end patent service center; and (iii) a data analytcs system confgured to aggregate patent engagement, adherence, and clinical outcome data for insight generaton. Proprietary sofware development is tme-consuming, expensive, complex, and may involve unforeseen difcultes. We may encounter technical obstacles, and it is possible that we may discover additonal problems that prevent PearConnect from operatng properly. We contnue to implement sofware with respect to a number of new applicatons and services. The operaton of our technology also depends in part on the performance of third-party service providers. If our technology platorm does not functon reliably or fails to achieve provider, partner or payor expectatons in terms of performance, we may be required to divert resources allocated for other business purposes to address these issues, may sufer reputatonal harm, lose or fail to grow our customer base, and may be subject to liability claims.

Our patent service center uses text and voice calls to communicate with healthcare providers, patents and prospectve patents, and we are subject to various marketng and advertsing laws including the Telephone Consumer Protecton Act of 1991 (“TCPA”). If we fail to comply with applicable laws, including the TCPA, we may be subject to signifcant liabilites.

Our patent service center uses short message service (“SMS”), text messages and telephone calls to communicate with healthcare providers, patents and prospectve patents. The actual or perceived improper sending of text messages or the making of telephone calls may subject us to potental risks, including liabilites or claims relatng to consumer protecton laws. Numerous class-acton suits under federal and state laws have been fled in recent years against companies who conduct SMS textng programs or make unwanted telephone calls, with many resultng in mult-million-dollar setlements to the plaintfs. Any future such litgaton against us could be costly and tme-consuming to defend. For example, the TCPA, a federal statute that protects consumers from unwanted telephone calls, faxes, and text messages, restricts telemarketng and the use of automated SMS text messages without proper consent. Additonally, state regulators may determine that telephone calls to our patents are subject to state telemarketng regulatons. Federal or state regulatory authorites or private litgants may claim that the notces and disclosures we provide, form of consents we obtain, or our SMS textng practces are not adequate or violate applicable law. This may in the future result in civil claims against us. The scope and interpretaton of the laws that are or may be applicable to the delivery of text messages are contnuously evolving and developing. If we do not comply with these laws or regulatons or if we become liable under these laws or regulatons, we could face direct liability, could be required to change some portons of our business model, could face negatve publicity, and our business, fnancial conditon, and results of operatons could be materially and adversely afected. Even an unsuccessful challenge of our SMS textng or telephone calling practces by our customers, regulatory authorites, or other third partes could result in negatve publicity and could require a costly response from and defense by us.

We may be subject to governmental investgaton, litgaton and other proceedings, including intellectual property disputes, which are costly to defend and could materially harm our business and results of operatons.

We may be party to government investgatons, lawsuits and legal proceedings in the normal course of business. These maters are ofen expensive and disruptve to normal business operatons. We may face allegatons, lawsuits and regulatory inquiries, audits and investgatons regarding data privacy, security, labor and employment, consumer protecton and intellectual property infringement, including claims related to privacy, patents, publicity, trademarks, copyrights and other rights. A porton of the technologies we use incorporates open source sofware, and we may face claims claiming ownership of open source sofware or patents related to that sofware, rights to our intellectual property or breach of open source license terms, including a demand to release material portons of our source code or otherwise seeking to enforce the terms of the applicable open source license. We may also face allegatons or litgaton related to our acquisitons, securites issuances or business practces, including public disclosures about our business. Litgaton and regulatory proceedings, and partcularly the patent infringement and class acton maters we could face, may be protracted and expensive, and the results are difcult to predict.
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Certain of these maters may include speculatve claims for substantal or indeterminate amounts of damages and include claims for injunctve relief. Additonally, our litgaton costs could be signifcant. Adverse outcomes with respect to litgaton or any of these legal proceedings may result in signifcant setlement costs or judgments, penaltes and fnes, or require us to modify our soluton or require us to stop ofering certain features, all of which could negatvely impact our business. We may also become subject to periodic audits, which would likely increase our regulatory compliance costs and may require us to change our business practces, which could negatvely impact our results of operatons. Managing legal proceedings, litgaton and audits, even if we achieve favorable outcomes, is tme-consuming and diverts management’s atenton from our business.

The results of regulatory proceedings, litgaton, claims, and audits cannot be predicted with certainty, and determining reserves for pending litgaton and other legal, regulatory and audit maters requires signifcant judgment. There can be no assurance that our expectatons will prove correct, and even if these maters are resolved in our favor or without signifcant cash setlements, these maters, and the tme and resources necessary to litgate or resolve them, could harm our reputaton, business, fnancial conditon, results of operatons and the market price of our Class A common stock.

Our commercializaton eforts to date have focused almost exclusively on the US. Our ability to enter other foreign markets will depend, among other things, on its ability to navigate various regulatory regimes with which it does not have experience, which could delay or prevent the growth of our operatons outside of the US.

To date, our commercializaton eforts have focused almost exclusively on the US. Expanding our business to atract customers in countries other than the US is an element of our long-term business strategy. Our ability to contnue to expand our business and to atract talented employees and customers in various internatonal markets will require considerable management atenton and resources and is subject to the partcular challenges of supportng a rapidly growing business in an environment of multple languages, cultures, customs, legal systems, alternatve dispute resoluton systems, regulatory systems and commercial infrastructures. Entering new internatonal markets will be expensive, our ability to successfully gain market acceptance in any partcular market is uncertain and the distracton of our senior management team could harm our business, fnancial conditon and results of operaton.

Sales of our products outside of the US are subject to foreign regulatory requirements that vary widely from country to country. In additon, the FDA regulates exports of medical devices from the US. While the regulatons of some countries may not impose barriers to marketng and selling our products or only require notfcaton, others require that we obtain the marketng authorizaton of a specifed regulatory body. Complying with foreign regulatory requirements, including obtaining registratons or marketng authorizatons, can be expensive and tme-consuming, and we may not receive regulatory authorizatons, clearances or approvals in each country in which we may plan to market our products or we may be unable to do so on a tmely basis. The tme required to obtain registratons or marketng authorizatons, if required by other countries, may be longer than that required for FDA clearance, authorizaton, or approval, and requirements for such registratons and marketng authorizatons may signifcantly difer from FDA requirements. If we modify our products, we may need to apply for additonal regulatory authorizatons before we are permited to sell the modifed product. In additon, we may not contnue to meet the quality and safety standards required to maintain the authorizatons that we have received. If we are unable to maintain our authorizatons in a partcular country, we will no longer be able to sell the applicable product in that country. Regulatory de novo classifcaton, clearance or approval by the FDA does not ensure registraton or marketng authorizaton by regulatory authorites in other countries, and registraton or marketng authorizaton by one or more foreign regulatory authorites does not ensure registraton or marketng authorizaton by regulatory authorites in other foreign countries or by the FDA. A failure or delay in obtaining registraton or marketng authorizaton in one country may have a negatve efect on the regulatory process in others.

Doing business internatonally involves a number of additonal risks, including:

· multple, confictng and changing laws and regulatons such as tax laws, privacy and data protecton laws and regulatons, export and import restrictons, employment laws, regulatory requirements and other governmental approvals, permits and licenses;
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· requirements to maintain data and the processing of that data on servers located within the US or in such countries;

· protectng and enforcing our intellectual property rights;

· convertng our products as well as the accompanying instructonal and marketng materials to conform to the language and customs of diferent countries;

· complexites associated with managing multple payor reimbursement regimes, and government payors;

· competton from companies with signifcant market share in our market and with a beter understanding of user preferences;

· fnancial risks, such as longer payment cycles, difculty collectng accounts receivable, the efect of local and regional fnancial pressures on demand and payment for our products and services and exposure to foreign currency exchange rate fuctuatons;

· natural disasters, politcal and economic instability, including wars, terrorism, politcal unrest, outbreak of disease (including the recent coronavirus outbreak), boycots, curtailment of trade, and other market restrictons; and

· regulatory and compliance risks that relate to maintaining accurate informaton and control over actvites subject to regulaton under the US Foreign Corrupt Practces Act (the “FCPA”), and comparable laws and regulatons in other countries.

These risks and uncertaintes may impact our ability to enter foreign markets, which could delay or prevent the growth of our operatons outside of the US, and have a material adverse efect on our business, prospects, results of operatons and fnancial conditon.

The regulatory framework for digital health products is constantly evolving. Increasingly stringent regulatory requirements could create barriers to our development and introducton of new products. Conversely, in the event that regulatory requirements are lowered, compettors could potentally enter the prescripton digital therapeutc market and compete with us more easily. Either of the foregoing could materially harm our business.

Our PDTs are novel and represent a new category of therapeutcs for which the regulatory framework contnues to evolve. Our ability to develop and introduce new products will depend, in part, on our ability to comply with these complex requirements, which include regulatons related to product design, development and manufacturing; testng, labeling, content and language of instructons for use; clinical trials; product safety; pre market clearance, authorizaton, and approval; establishment registraton and device listng; and marketng, sales and distributon. If, however, the regulatory framework for digital health products simplifes and the requirements that we and others are required to comply with are lowered, it could result in the increased competton and the introducton by compettors of products that are or claim to be superior to our products. For example, due to the COVID-19 public health emergency, the FDA issued, “Enforcement Policy for Digital Health Devices For Treatng Psychiatric Disorders During the Coronavirus Disease 2019 (COVID-19) Public Health Emergency,” which allows for marketng of certain digital therapeutcs without premarket clearance, authorizaton, or approval so long as certain criteria are met. Similarly, compettors using our products as predicates for 510(k)s may successfully argue that they should be required to submit substantally less data to support approval of their product than was required for our products based on FDA’s growing familiarity with the technology. As a result, we are subject to risks related to the developing regulatory landscape applicable to our PDTs that could have a material adverse efect on our business and results of operatons.
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Our products may face competton from digital health products that are marketed without regulatory clearance, authorizaton, or approval. Regulators have broad discreton in determining whether to enforce regulatory requirements, and may decide not to remove uncleared or unapproved products that compete with our products, which could materially and adversely impact our business.

Our PDTs, reSET, reSET-O and Somryst, have been authorized or cleared by the FDA afer completon of clinical trials and related regulatory review. The FDA and other regulators have broad discreton in determining whether to enforce these requirements, however, which could result in uncleared or unapproved products entering the marketplace. If uncleared or unapproved products are allowed to compete with our products, we will face increased competton from partes who have fewer barriers to enter our industry. This increased competton could have a material, adverse efect on our business, results of operatons and fnancial conditon.

Premarket clearances, authorizatons, and approvals for new or signifcantly modifed devices could be denied or signifcantly delayed.

Under FDA regulatons, unless exempt, a new medical device may only be commercially distributed afer it has received 510(k) clearance, is authorized through the de novo classifcaton process, or is the subject of a premarket approval (“PMA”). The FDA will clear marketng of a medical device through the 510(k) process if it is demonstrated that the new product is substantally equivalent to another legally marketed product not subject to a PMA. Sometmes, premarket submissions must be supported by clinical data. Our ability to enroll patents in clinical trials could be impacted by the COVID-19 outbreak, as many patents are electng or being asked to delay procedures at this tme. The PMA process typically is more costly, lengthy and stringent than the 510(k) process and usually requires more substantal clinical studies.

The FDA may not authorize marketng via de novo classifcaton or clear our 510(k) applicatons on a tmely basis or at all. For example, the COVID-19 outbreak could afect the FDA’s ability to review applicatons or supplements. Such delays or refusals, regardless of the cause, could have a material adverse efect on our business, fnancial conditon, and results of operatons. The FDA may also change its clearance and authorizaton policies, adopt additonal regulatons or revise existng regulatons, or take other actons which may prevent or delay authorizaton or clearance of our products.

Material modifcatons to our devices may require new 510(k) clearance, de novo classifcaton, PMA approval, or PMA supplement approval, or may require us to cease marketng or recall the modifed devices untl clearances, authorizatons, or approvals are obtained.

Material modifcatons to the intended use or technological characteristcs of our devices may require new 510(k) clearance, de novo classifcaton, PMA approval, or PMA supplement approval, or may require us to cease marketng or recall the modifed devices untl clearances, authorizatons, or approvals are obtained. Any modifcaton to a 510(k)-cleared device that could signifcantly afect its safety or efectveness, or that would consttute a major change in its intended use, design, or manufacture, requires a new 510(k) clearance or, possibly, a de novo or a PMA. The FDA requires every manufacturer to make and document this determinaton in the frst instance. A manufacturer may determine that a modifcaton could not signifcantly afect safety or efectveness and does not represent a major change in its intended use, so that no new 510(k) clearance is necessary. The FDA may review any manufacturer’s decision and may not agree with our decisions regarding whether new clearances, authorizaton, or approvals are necessary. The FDA may also on its own initatve determine that a new clearance, authorizaton, or approval is required.

We have modifed some of our cleared and authorized devices and have determined based on our review and interpretaton of the applicable FDA guidance that in certain instances new 510(k) clearances are not required. If the FDA disagrees with our determinaton and requires us to submit new 510(k) clearances for modifcatons to our previously cleared or authorized products for which we have concluded that new clearances are unnecessary, we may be required to cease marketng or to recall the modifed product untl we obtain clearance, authorizaton, or approval. In these circumstances, we may be subject to signifcant enforcement actons, regulatory fnes, or penaltes, which could require us to redesign our products and harm our operatng results. In additon, unlike
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traditonal hardware devices, we are exposed to this risk more frequently based on the number of changes associated with sofware to improve performance, introduce new features, and correct issues.

Products may be subject to product recalls. A recall of our products, either voluntarily or at the directon of the FDA or another governmental authority, or the discovery of serious safety issues with our products, could materially and adversely afect us.

The FDA and similar foreign governmental authorites have the authority to require the recall of commercialized products in the event of material defciencies or defects in their design or manufacture or in the event that a product poses an unacceptable risk to health.

The FDA’s authority to require a recall for medical devices must be based on a fnding that there is reasonable probability that the device would cause serious injury or death. We may also decide to voluntarily recall our products. A government-mandated or voluntary recall could occur as a result of an unacceptable risk to health, component failures, malfunctons, manufacturing errors, design or labeling defects or other defciencies and issues. For example, on May 20, 2021, we initated a voluntary correcton of reSET and reSET-O due to a sofware defect related to contngency management. This recall was reportable to the FDA and is in-process. Recalls of any of our products would divert managerial and fnancial resources and could materially and adversely afect our reputaton and business, which could impair our ability to produce our products in a cost-efectve and tmely manner in order to meet our customers’ demands. We may also be subject to liability claims, be required to bear other costs, or take other actons that could materially and adversely afect our business, results of operatons and fnancial conditon.

Companies are required to maintain certain records of recalls and correctons, even if they are not reportable to the FDA. We may initate voluntary recalls or correctons for our products in the future that we determine do not require notfcaton of the FDA. If the FDA disagrees with our determinatons, they could require us to report those actons as recalls and we may be subject to enforcement acton.

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

Under the FDA’s medical device reportng regulatons, we are required to report to the FDA when informaton from any source suggests that our product may have caused or contributed to a death or serious injury or that our product has malfunctoned and, if the malfuncton were to recur, would likely cause or contribute to death or serious injury. We have not been required to make any such reports to date. If we fail to report these events to the FDA within the required tmeframes, or at all, the FDA could take enforcement acton against us.

Any adverse event involving our products, whether in the US or abroad, could result in future voluntary correctve actons, such as recalls, including correctons or customer notfcatons, or agency acton, such as inspecton or enforcement actons. If malfunctons do occur, we may be unable to correct the malfunctons adequately or prevent further malfunctons, in which case we may need to cease manufacture and distributon of the afected products, initate voluntary recalls, and redesign the products. Regulatory authorites may also take actons against us, such as ordering recalls, imposing fnes, or seizing the afected products. Any correctve acton, whether voluntary or involuntary, will require the dedicaton of our tme and capital, distract management from operatng our business, and may harm our reputaton and fnancial results.

If we fail to comply with the FDA’s Quality System Regulaton (“QSR”), or any applicable foreign equivalent, our operatons could be interrupted, and our potental product sales and operatng results could sufer.

We are required to comply with the FDA’s QSR, which delineates, among other things, the design controls, document controls, purchasing controls, identfcaton and traceability, producton and process controls, acceptance actvites, nonconforming product requirements, correctve and preventve acton requirements, labeling and packaging controls, handling, storage, distributon and installaton requirements, complaint handling, records requirements, servicing requirements, and statstcal techniques potentally applicable to the producton of our medical devices. We are also subject to the regulatons of foreign jurisdictons if we market products overseas.
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The FDA enforces the QSR through periodic and announced or unannounced inspectons of manufacturing facilites. Our San Francisco facility has been inspected by the FDA and other designated auditng organizatons, and we antcipate that we will be subject to additonal future inspectons. If our facilites or processes are found to be in non-compliance or fail to take satsfactory correctve acton in response to adverse QSR inspectonal fndings, the FDA could take legal or regulatory enforcement actons against us and/or our products, including but not limited to the cessaton of sales or the initaton of a recall of distributed products, which could impair our ability to produce our products in a cost-efectve and tmely manner in order to meet our customers’ demands. We may also be required to bear other costs or take other actons that may have a negatve impact on our future sales and our ability to generate profts.

The FDA’s, other comparable state governmental agencies’, and non-US regulatory agencies’ statutes, regulatons, policies or interpretatons may change, and additonal government regulaton or statutes may be enacted, which could increase regulatory requirements, or delay, suspend, prevent marketng of any cleared, authorized, or approved products or necessitate the recall of distributed products. We cannot predict the likelihood, nature or extent of adverse governmental regulaton that might arise from future legislatve or administratve acton, either in the US or abroad.

The medical device industry has been under heightened FDA scrutny as the subject of government investgatons and enforcement actons. If our operatons and actvites are found to be in violaton of any FDA regulatons or any other governmental regulatons that apply to us, we may be subject to penaltes, including civil and criminal penaltes, damages, fnes and other legal and/or agency enforcement actons. Any penaltes, damages, fnes, or curtailment or restructuring of our operatons or actvites could materially and adversely afect our ability to operate our business and our fnancial results. The risk of us being found in violaton of FDA regulatons is increased by the fact that many of these regulatons are broad and their provisions are open to a variety of interpretatons. Any acton against us for violaton of these regulatons, even if we successfully defend ourselves against that acton and its underlying allegatons, could cause us to incur signifcant legal expenses and divert management’s atenton from the operaton of our business. Where there is a dispute with a federal or state governmental agency that cannot be resolved to the mutual satsfacton of all relevant partes, we may determine that the costs, both real and contngent, are not justfed by the commercial returns to us from maintaining the dispute or the product.

Various claims, design features, or performance characteristcs of our products that we regarded as permited by the FDA without new marketng clearance, authorizaton, or approval may be challenged by the FDA or state or foreign regulators. The FDA or state or foreign regulatory authorites may fnd that certain claims, design features, or performance characteristcs, in order to be made or included in the products, may have to be supported by further clinical studies and marketng clearances, authorizatons, or approvals, which could be lengthy, costly, and possibly unobtainable.

Risks Related to Our Financial Reportng

We rely on assumptons, estmates, internally developed sofware, and data from third partes to calculate our key performance indicators and other business metrics to deliver tmely and accurate informaton in order to accurately report our fnancial results in the tmeframe and manner required by law, and real or perceived inaccuracies in these metrics may harm our reputaton and negatvely afect our business.

We need to receive tmely, accurate, and complete informaton from our internal company data that has not been independently verifed utlizing internally developed sofware and third party sofware in order to accurately report our fnancial results on a tmely basis. If the informaton that we receive is not accurate, our consolidated fnancial statements may be materially incorrect and may require restatement. While these numbers are based on what we believe to be reasonable calculatons for the applicable period of measurement, there are inherent challenges in measuring such informaton. In additon, our measurement of certain metrics may difer from estmates published by third partes or from similarly-ttled metrics of our compettors due to diferences in methodology and as a result our results may not be comparable to our compettors. As a result, we may have difculty completng accurate and tmely fnancial disclosures, which could have an adverse efect on our business.
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Our results of operatons and fnancial conditon are subject to management’s accountng judgments and estmates, as well as changes in accountng policies.

The preparaton of our fnancial statements requires us to make estmates and assumptons afectng the reported amounts of our assets, liabilites, revenues, expenses and earnings. If these estmates or assumptons are incorrect, it could have a material adverse efect on our results of operatons or fnancial conditon. We have identfed several accountng policies as being critcal to the fair presentaton of our fnancial conditon and results of operatons because they involve major aspects of our business and require us to make judgments about maters that are inherently uncertain. These policies are described under the secton enttled “Management’s Discussion and Analysis of Financial Conditons and Results of Operatons” and should be considered in conjuncton with our audited consolidated fnancial statements and notes thereto included in Part I, Item 1, Financial Statements, of this Form 10-Q. The implementaton of new accountng requirements or other changes to Generally Accepted Accountng Principles in the US, or GAAP, could have a material adverse efect on our reported results of operatons and fnancial conditon.

As a public reportng company, we are subject to rules and regulatons established from tme to tme by the SEC regarding our internal control over fnancial reportng. If we fail to maintain an efectve system of internal control over fnancial reportng, we may not be able to accurately report our fnancial results or prevent fraud. As a result, investors may lose confdence in the accuracy of our fnancial reports, which would harm our business and the trading price of our common stock. Our management is required to evaluate the efectveness of our internal control over fnancial reportng.

As a public reportng company, we are subject to the reportng requirements of the Exchange Act, the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), the Dodd-Frank Wall Street Reform and Consumer Protecton Act, and the rules and regulatons established by the SEC and Nasdaq. These rules and regulatons require, among other things, that we establish and periodically evaluate procedures with respect to our internal control over fnancial reportng. Reportng obligatons as a public company place a considerable strain on our fnancial and management systems, processes and controls, as well as on our personnel, including senior management. In additon, as a public company, we are required to document and test our internal control over fnancial reportng pursuant to Secton 404 of the Sarbanes-Oxley Act so that our management can certfy as to the efectveness of our internal control over fnancial reportng. Management’s inital certfcaton under Secton 404 of the Sarbanes-Oxley Act will be required with our Annual Report on Form 10-K for the year ending December 31, 2022.

In support of such certfcatons, we have and will be required to document and make signifcant changes and enhancements, including potentally hiring additonal personnel, to our internal control over fnancial reportng. Likewise, our independent registered public accountng frm will not be required to atest to the efectveness of our internal control over fnancial reportng untl our frst annual report is required to be fled with the SEC following the date we are no longer an emerging growth company.

To achieve compliance with Secton 404 within the prescribed period, and in order to maintain and improve the efectveness of our internal controls over fnancial reportng, we have expended, and antcipate we will contnue to expend, signifcant resources, including accountng-related costs and signifcant management oversight. If any of these new or improved controls and systems do not perform as expected, we may experience further defciencies in our controls.

We have identfed gaps in our internal control environment in the past and cannot provide assurances that there will not be material weaknesses or signifcant defciencies in our internal control over fnancial reportng in the future. Any failure to maintain internal control over fnancial reportng could severely inhibit our ability to accurately report our fnancial conditon or results of operatons. If we are unable to conclude that our internal control over fnancial reportng is efectve or if our independent registered public accountng frm determines we have a material weakness or signifcant defciency in our internal control over fnancial reportng, we could lose investor confdence in the accuracy and completeness of our fnancial reports, the market price of shares of our common stock could decline, and we could be subject to sanctons or investgatons by Nasdaq, the SEC, or other regulatory authorites. Failure to remedy any material weakness in our internal control over fnancial reportng, or
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to implement or maintain other efectve control systems required of public companies, could also restrict our future access to the capital markets.

Our management has identfed certain internal control defciencies that consttute material weaknesses. If we fail to maintain an efectve system of disclosure controls and internal control over fnancial reportng, our ability to produce tmely and accurate fnancial statements or comply with applicable regulatons could be impaired.

We have identfed material weaknesses in our internal control over fnancial reportng. A material weakness is a defciency, or a combinaton of defciencies, in internal control over fnancial reportng, such that there is a reasonable possibility that a material misstatement of our annual or interim fnancial statements will not be prevented or detected on a tmely basis. If we are unable to remediate these material weaknesses, or if we identfy additonal material weaknesses in the future or otherwise fail to maintain an efectve system of internal controls, we may not be able to accurately or tmely report our fnancial conditon or results of operatons, which may adversely afect investor confdence in us and, as a result, our stock price.

As of December 31, 2021 and 2020, we did not maintain an efectve control environment as we did not maintain a sufcient complement of accountng and fnancial reportng resources commensurate with our fnancial reportng requirements. This resulted in the following material weaknesses:

· we did not have sufcient accountng and reportng resources to ensure adequate segregaton of dutes,

· we did not design, implement, and maintain adequate informaton systems controls, including access and change management controls, and

· we did not design, implement, and maintain controls to ensure the accurate and tmely reportng of material transactons, including the capitalizaton of sofware costs and capital stock valuatons performed by us or our advisors.

These control defciencies could result in a misstatement in our accounts or disclosures that would result in a material misstatement to our fnancial statements that would not be prevented or detected. Accordingly, we determined that these control defciencies consttute material weaknesses.

In additon, they could cause us to fail to meet our reportng obligatons or may result in a restatement of our fnancial statements for prior periods. Any failure to implement and maintain efectve internal control over fnancial reportng also could materially and adversely afect the results of periodic management evaluatons and annual independent registered public accountng frm atestaton reports regarding the efectveness of our internal control over fnancial reportng that we will eventually be required to include in our periodic reports that will be fled with the SEC.

Our management has concluded that these material weaknesses are due to the fact that, prior to the Business Combinaton more fully described in Note 3 in the accompanying notes to the consolidated fnancial statements included in Part I, Item 1 of this Form 10-Q, we were a private company with limited resources. We did not have the necessary business processes and related internal controls, or the appropriate resources or level of experience and technical expertse, that would be required to oversee fnancial reportng processes or to address the accountng and fnancial reportng requirements. These material weaknesses will not be considered remediated untl management designs and implements efectve controls that operate for a sufcient period of tme and management has concluded, through testng, that these controls are efectve. Our management is in the process of developing a remediaton plan, and we cannot assure you that the measures that we implement will fully address the material weaknesses and defciencies in our internal control over fnancial reportng or that we may conclude that they have been fully remediated.

We are contnuing to develop and refne our disclosure controls and other procedures that are designed to ensure informaton required to be disclosed by us in the reports we will fle with the SEC is recorded, processed, summarized and reported within the tme periods specifed in SEC rules and forms and that informaton required to be disclosed in reports under the Exchange Act is accumulated and communicated to our principal executve and fnancial ofcers. For example, we hired additonal personnel in our fnance group, including a Vice President,
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Corporate Controller and staf with adequate US GAAP and SEC reportng experience to address complex US GAAP technical accountng issues and to prepare and review the fnancial statements and related disclosures in accordance with US GAAP and SEC reportng requirements. In additon, we implemented a new enterprise resource planning system to replace the former general ledger package. Any failure to develop or maintain efectve controls or any difcultes encountered as a result of the implementaton or improvements could harm our results of operatons or cause us to fail to meet our reportng obligatons and may result in a restatement of our fnancial statements for prior periods. Any failure to implement and maintain efectve internal control over fnancial reportng also could materially and adversely afect the results of periodic management evaluatons and annual independent registered public accountng frm atestaton reports regarding the efectveness of our internal control over fnancial reportng that we will eventually be required to include in our periodic reports that will be fled with the SEC.

The material weaknesses remain unremediated as of December 31, 2021 and September 30, 2022.

As a former shell company, we will face certain disadvantages relatve to companies that pursue a traditonal inital public ofering.

THMA was a special purpose acquisiton company, or SPAC, a form of shell company under the rules of the SEC. Shell companies are more highly regulated than non-shell operatng companies and face signifcant additonal restrictons on their actvites under federal securites laws. As a result of the Business Combinaton, we ceased to be a shell company. However, companies that were formerly shell companies contnue to face disadvantages under SEC rules, including (a) the inability to use Form S-3 untl at least one year afer the fling of informaton equivalent to that required by Form 10 afer ceasing to be a shell company, (b) the inability to qualify as a “well-known seasoned issuer” and fle automatcally efectve registraton statements for three years afer ceasing to be a shell company, (c) the inability to “incorporate by reference” informaton in certain registraton statements fled under the Securites Act of 1933, as amended (the “Securites Act”) for a period of three years afer ceasing to be a shell company, (d) the inability to use most free writng prospectuses untl at least three years afer a qualifying business combinaton, (e) the inability to use Form S-8 to register shares issuable in connecton with certain compensatory plans and arrangements untl 60 days afer the fling of informaton equivalent to that required by Form 10, (f) the inability of stockholders to rely on Rule 144 for resales of securites untl at least one year afer the fling of informaton equivalent to that required by Form 10 and the provision of current public informaton, and (g) exclusion from certain safe harbors for ofering-related communicatons under the Securites Act for three years afer ceasing to be a shell company, including for research reports and certain communicatons in connecton with business combinatons. We expect that these disadvantages will make it more challenging and expensive, and create greater risks and delays, for both us and our stockholders to ofer securites. These challenges may make our securites less atractve than those of companies that are not former shell companies and may raise our relatve cost of capital.

Some members of our management team have limited experience in operatng a public company.

Some of our executve ofcers have limited experience in the management of a publicly traded company. Our management team may not successfully or efectvely manage our transiton to a public company that will be subject to signifcant regulatory oversight and reportng obligatons under federal securites laws. Certain executves’ limited experience in dealing with the increasingly complex laws pertaining to public companies could be a signifcant disadvantage as they will likely need to devote an increasing amount of their tme to these actvites, resultng in less tme being devoted to the management and growth of our business. We may not have adequate personnel with the appropriate level of knowledge, experience, and training in the accountng policies, practces or internal controls over fnancial reportng required of public companies.

We could be subject to additonal tax liabilites and our ability to use our net operatng loss carryforwards and other tax atributes may be limited.

We have incurred net operatng losses (“NOLs”) since our incepton and may never achieve or sustain proftability. Generally, for US federal income tax purposes, unused NOLs will carry forward. However, NOL carryforwards generated prior to January 1, 2018, are subject to expiraton for US federal income tax purposes. As of December
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31, 2021, we had federal NOL carryforwards of approximately $218.9 million, of which $17.4 million will begin to expire in 2034. In additon, under the Internal Revenue Code of 1986, as amended, or the Code, limits the ability to deduct NOL carryforward generated afer December 31, 2017, and all future NOL carryforwards to 80% of taxable income. These NOL limitatons may limit or delay in part the use of NOL carryforwards, if or, when we cease operatng at a loss. It is uncertain whether and to what extent applicable state tax laws will conform to this rule. As of December 31, 2021, we also had research and development tax credits of $6.2 million, which may be available to ofset future income tax liabilites. The research and development tax credit carryforwards would begin to expire in 2037. As of December 31, 2021, we also had state research and development tax credits of $1.3 million, which may be available to ofset future income tax liabilites. The state research and development tax credit carryforwards would begin to expire in 2030.

In general, under Code Sectons 382 and 383, if a corporaton undergoes an “ownership change” (generally defned as a greater than 50% change by value in its equity ownership by certain stockholders over a three-year period), the corporaton’s ability to use its pre-ownership change NOLs, carryforwards and other pre-ownership change tax atributes, such as research tax credits, to ofset its post-ownership change income or taxes may be limited. Similar provisions of state tax law may also apply to limit the use of our state NOL carryforwards and other state tax atributes. We have not performed an analysis to determine whether our past issuances of stock and other changes in our stock ownership may have resulted in one or more “ownership changes” under these rules. In additon, future changes in our stock ownership may materially limit our ability to utlize our NOL carryforwards and other tax atributes under these rules. As a result, even if we earn net taxable income in the future, we may be unable to use a material porton of our NOL carryforwards and other tax atributes, which could materially and adversely afect our future cash fows.

There is also a risk that regulatory changes, such as suspensions on the use of NOL or other unforeseen reasons, may result in our existng NOL carryforwards expiring or otherwise becoming unavailable to ofset future taxable income. For these reasons, we may not be able to utlize all or a material porton of our NOL carryforwards and other tax atributes, even if we atain proftability. For example, a temporary suspension of the use of certain net operatng losses and tax credits has been enacted in California and Illinois. Other states may enact suspensions as well. If we are limited in our ability to use our NOLs in future years in which we have taxable income, we will pay more taxes than if we were able to fully utlize our NOLs. This could materially and adversely afect our results of operatons.

Risks Related to Ownership of our Class A common stock and Warrants

The terms of the Warrants may be amended in a manner adverse to a holder if holders of at least 50% of the then outstanding Public Warrants approve of such amendment.

The Private Placement Warrants and Public Warrants were issued in registered form under the Warrant Agreement, between us and Contnental Stock Transfer & Trust Company, our Warrant and transfer agent (“Contnental”). The Warrant Agreement provides that the terms of the Warrants may be amended without the consent of any holder to cure any ambiguity or correct any defectve provision, but requires the approval by the holders of at least 50% of the then outstanding Public Warrants to make any change that adversely afects the interests of the registered holders of Public Warrants. Accordingly, we may amend the terms of the Public Warrants in a manner adverse to a holder if holders of at least 50% of the then outstanding Public Warrants approve of such amendment. Although our ability to amend the terms of the Public Warrants with the consent of at least 50% of the then outstanding Public Warrants is unlimited, examples of such amendments could be amendments to, among other things, increase the exercise price of the Warrants, shorten the exercise period or decrease the number of our Class A common stock purchasable upon exercise of a Warrant.

The exercise of Warrants for our stock would increase the number of shares eligible for future resale in the public market and result in diluton to our stockholders. Such diluton will increase if more of our shares are redeemed.

As of September 30, 2022, we had Warrants to purchase an aggregate of 14,213,267 shares of our Class A common stock outstanding, comprising 9,199,934 Public Warrants sold as part of the units in the closing of the inital public ofering of THMA, which closed on February 4, 2021 (the “Inital Public Ofering”), and 5,013,333 Private Placement
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Warrants issued to LJ10 LLC, a Delaware limited liability company (the “Sponsor”) in a private placement simultaneously with the Inital Public Ofering. These Warrants are exercisable at any tme through December 4, 2026. The likelihood that the Warrants will be exercised increases if the trading price of shares of our stock exceeds the exercise price of the Warrants. The exercise price of these Warrants is $11.50 per share.

There is no guarantee that the Warrants will ever be in the money afer they become exercisable and prior to their expiraton, and as such, the Warrants may expire worthless.

To the extent the Warrants are exercised, additonal Class A common stock will be issued, which will result in diluton to the holders of our stock and increase the number of shares eligible for resale in the public market. Holders of Warrants do not have a right to redeem the Warrants. Sales of substantal numbers of shares issued upon the exercise of Warrants in the public market or the potental that such Warrants may be exercised could also adversely afect the market price of our stock.

We may redeem unexpired Warrants prior to their exercise at a tme that is disadvantageous to you, thereby making your Warrants worthless.

We will have the ability to redeem the Public Warrants in whole and not in part at any tme prior to their expiraton, at a price of $0.01 per Warrant, if, and only if, the last reported sales price of the Class A common stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends, reorganizatons, recapitalizatons and the like) for any 20 trading days within a 30 trading-day period ending on the third trading day prior to the date we send the notce of redempton to the Warrant holders. If and when the Warrants become redeemable by us, we may exercise our redempton right even if we are unable to register or qualify the underlying securites for sale under all applicable state securites laws. Redempton of the outstanding Warrants as described above could force you to: (1) exercise your Warrants and pay the exercise price therefor at a tme when it may be disadvantageous for you to do so; (2) sell your Warrants at the then-current market price when you might otherwise wish to hold your Warrants; or (3) accept the nominal redempton price which, at the tme the outstanding Warrants are called for redempton, we expect would be substantally less than the market value of your Warrants. The Private Placement Warrants are not redeemable by us in such a case so long as they are held by the Sponsor or its permited transferees. The Sponsor, or its permited transferees, has the opton to exercise the Private Placement Warrants on a cashless basis and has certain registraton rights.

In additon, we will have the ability to redeem the outstanding Warrants in whole and not in part for shares of our stock at any tme afer they become exercisable and prior to their expiraton, at a price of $0.10 per warrant if, among other things, (i) the closing price of our Class A common stock equals or exceeds $10.00 per public share (as adjusted for adjustments to the number of shares issuable upon exercise or the exercise price of a Warrant) on the trading day prior to the date on which we send the notce of redempton to the Warrant holders and (ii) the closing price of our Class A common stock (as adjusted for stock splits, stock dividends, reorganizatons, recapitalizatons and the like) for any 20 trading days within a 30-trading day period ending on the third trading day prior to the date on which we send the notce of redempton to the Warrant holders is less than $18.00 per share (as adjusted for share splits, share dividends, reorganizatons, recapitalizatons and the like). If this occurs, then the Private Placement Warrants must also concurrently be called for redempton on the same terms (except with respect to a holder’s ability to cashless exercise its Warrants) as the outstanding Public Warrants. In such a case, the holders will be able to exercise their Warrants prior to redempton for a number of Class A common stock determined based on the redempton date and the fair market value of the Class A common stock. The value received upon exercise of the Warrants (1) may be less than the value the holders would have received if they had exercised their Warrants at a later tme where the underlying share price is higher and (2) may not compensate the holders for the value of the Warrants.

Future resales of our Class A common stock may cause the market price of our securites to drop signifcantly, even if our business is doing well.

Subject to customary exceptons, the Sponsor, partes to the Registraton Rights Agreement as amended and restated as of December 3, 2021, certain holders of PIPE Shares and certain other holders of our Class A common stock were subject to lock-up provisions in which they agreed not to sell or otherwise dispose of any our Class A
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common stock or any other equity securites of Pear convertble into or exercisable or exchangeable for our Class A common stock for a certain period of tme.

Now since these lock-up periods have expired, the applicable stockholders are not be restricted from selling our Class A common stock held by them, other than by applicable securites laws. As such, sales of a substantal number of shares of our common stock in the public market could occur at any tme. These sales, or the percepton in the market that the holders of a large number of shares intend to sell shares, could reduce the market price of the Class A common stock.

As restrictons on resale end and registraton statements are available for use, the sale or possibility of sale of these shares could have the efect of increasing the volatlity in our share price or the market price of our stock could decline if the holders of currently restricted shares sell them or are perceived by the market as intending to sell them.

The market price and trading volume of our Class A common stock may be volatle and could decline signifcantly.

The stock markets, including Nasdaq on which we list the Class A common stock, have from tme to tme experienced signifcant price and volume fuctuatons. Even if an actve, liquid and orderly trading market develops and is sustained for our stock, the market price of our stock may be volatle and could decline signifcantly. In additon, the trading volume in our stock may fuctuate and cause signifcant price variatons to occur. If the market price of our stock declines signifcantly, you may be unable to resell your shares at an atractve price (or at all). We cannot assure you that the market price of our stock will not fuctuate widely or decline signifcantly in the future in response to a number of factors, including, among others, the following:

· the realizaton of any of the risk factors presented in this Form 10-Q;

· changes in the industries in which we operate;

· developments involving our compettors;

· changes in laws and regulatons afectng our business;

· actual or antcipated diferences in our estmates, or in the estmates of analysts, for our revenues, Adjusted EBITDA, results of operatons, level of indebtedness, liquidity, or fnancial conditon;

· additons and departures of key personnel;

· failure to comply with the requirements of Nasdaq;

· failure to comply with the Sarbanes-Oxley Act or other laws or regulatons;

· the inclusion, exclusion or removal of our common stock from any stock market indices;

· future issuances, sales, resales or repurchases or antcipated issuances, sales, resales or repurchases, of our securites;

· publicaton of research reports by securites analysts about us or our compettors or our industry;

· the public’s reacton to our press releases, our other public announcements and our flings with the SEC;

· actons by stockholders, including the sale by the PIPE investors of any of their shares of our stock;

· the performance and market valuatons of other similar companies;

· commencement of, or involvement in, litgaton involving us;

· broad disruptons in the fnancial markets, including sudden disruptons in the credit markets;
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· speculaton in the press or investment community;

· actual, potental or perceived control, accountng, or reportng problems;

· changes in accountng principles, policies, and guidelines;

· other events or factors, including those resultng from infectous diseases, health epidemics and pandemics (including the ongoing COVID-19 public health emergency), natural disasters, war, acts of terrorism, or responses to these events;

· actual or antcipated fuctuatons in our quarterly fnancial results or the quarterly fnancial results of companies perceived to be similar to us;

· changes in the market’s expectatons about our results of operatons;

· our results of operatons failing to meet the expectaton of securites analysts or investors in a partcular period;

· any major change in our Board of Directors or management;

· sales of substantal amounts of the shares of common stock by our directors, executve ofcers or signifcant stockholders or the percepton that such sales could occur; and

· general economic and politcal conditons such as recessions, interest rates, fuel prices, internatonal currency fuctuatons, and acts of war or terrorism.

The stock market has recently experienced extreme price and volume fuctuatons. The market prices of securites have experienced fuctuatons that ofen have been unrelated or disproportonate to their companies’ operatng results. We believe that the recent volatlity and our current market price in part refect market and trading dynamics unrelated to our underlying business, and we do not know how long these dynamics will last. In the past, securites class-acton litgaton has ofen been insttuted against companies following periods of volatlity in the market price of their shares. This type of litgaton could result in substantal costs and divert our management’s atenton and resources, which could have a material adverse efect on us.

Our stock price may be exposed to additonal risks because our business became a public company through a “de-SPAC” transacton. There has been increased focus by government agencies on transactons such as the Business Combinaton in the last year, and we expect that increased focus to contnue. As a result, we may be subject to increased scrutny by the SEC and other government agencies and holders of our securites, which could adversely afect the price of our Class A common stock. Broad market and industry factors may materially harm the market price of our securites irrespectve of our operatng performance. The stock market in general, and Nasdaq in partcular, have experienced price and volume fuctuatons that have ofen been unrelated or disproportonate to the operatng performance of the partcular companies afected. The trading prices and valuatons of these stocks, and of our securites, may not be predictable. A loss of investor confdence in the market for retail stocks or the stocks of other companies which investors perceive to be similar to us could materially and adversely afect our business, prospects, fnancial conditon and results of operatons. A decline in the market price of our securites also could adversely afect our ability to issue additonal securites and our ability to obtain additonal fnancing in the future.

The requirements of being a public company may strain our resources and divert management’s atenton, and the increases in legal, accountng and compliance expenses may be greater than we antcipate.

As a public company we will incur signifcant legal, accountng, and other expenses that we did not incur as a private company. We are subject to the reportng requirements of the Exchange Act and are required to comply with the applicable requirements of the Sarbanes-Oxley Act and the Dodd-Frank Wall Street Reform and Consumer Protecton Act, as well as the rules and regulatons subsequently implemented by the SEC and the listng standards of Nasdaq, including changes in corporate governance practces and the establishment and maintenance of efectve disclosure and fnancial controls. Compliance with these rules and regulatons can be burdensome. Our
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management and other personnel devote a substantal amount of tme to these compliance initatves. Moreover, these rules and regulatons increased our legal and fnancial compliance costs and make some actvites more tme-consuming and costly. In partcular, we have incurred and expect to contnue to incur signifcant expenses and devote substantal management efort toward ensuring compliance with the requirements of Secton 404 of the Sarbanes-Oxley Act, which will increase when we are no longer an “emerging growth company.” We cannot predict or estmate the amount of additonal costs we may incur or the tming of such costs.

We are an emerging growth company within the meaning of the Securites Act, and if we take advantage of certain exemptons from disclosure requirements available to emerging growth companies, this could make our securites less atractve to investors and may make it more difcult to compare our performance with other public companies.

We are an “emerging growth company” within the meaning of the Securites Act, as modifed by the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), and may take advantage of certain exemptons from various reportng requirements that are applicable to other public companies that are not emerging growth companies for as long as we contnue to be an emerging growth company, including, but not limited to, not being required to comply with the auditor atestaton requirements of Secton 404(b) of the Sarbanes-Oxley Act, reduced disclosure obligatons regarding executve compensaton in our periodic reports and proxy statements, and exemptons from the requirements of holding a nonbinding advisory vote on executve compensaton and stockholder approval of any golden parachute payments not previously approved. As a result, our stockholders may not have access to certain informaton they may deem important. We will remain an emerging growth company untl the earliest of (i) the day we are deemed to be a large accelerated fler, which, in additon to certain other criteria, means the market value of our common equity that is held by non-afliates exceeds $700 million as of the end of the prior fscal year’s second fscal quarter, (ii) the last day of the fscal year in which we have total annual gross revenue of $1.07 billion or more during such fscal year, (iii) the date on which we have issued more than $1 billion in non-convertble debt in the prior three-year period and (iv) December 31, 2026 (the last day of the fscal year ending afer the ffh anniversary of the THMA Inital Public Ofering). Investors may fnd our securites less atractve because we will rely on these exemptons. If some investors fnd our securites less atractve as a result of our reliance on these exemptons, the trading prices of our securites may be lower than they otherwise would be, there may be a less actve trading market for our securites and the trading prices of our securites may be more volatle.

In additon, Secton 107 of the JOBS Act also provides that an emerging growth company can take advantage of the exempton from complying with new or revised accountng standards provided in Secton 7(a)(2)(B) of the Securites Act as long as we are an emerging growth company. An emerging growth company can therefore delay the adopton of certain accountng standards untl those standards would otherwise apply to private companies. We have elected not to opt out of such an extended transiton period and, therefore, we may not be subject to the same new or revised accountng standards as other public companies that are not emerging growth companies. This may make comparison of our fnancial statements with another public company which is neither an emerging growth company nor an emerging growth company which has opted out of using the extended transiton period difcult or impossible because of the potental diferences in accountng standards used.

The exclusive forum provision in our Certfcate of Incorporaton may have the efect of discouraging lawsuits against our directors and ofcers.

Our Second Amended and Restated Certfcate of Incorporaton (our “Certfcate of Incorporaton”) provides that unless we consent to the selecton of an alternatve forum, the Court of Chancery of the State of Delaware will, to the fullest extent permited by applicable law, be the sole and exclusive forum for (i) any derivatve acton brought by a stockholder on behalf of us, (ii) any claim of breach of a fduciary duty owed by any of our directors, ofcers, stockholders, or employees, (iii) any claim against us arising under our Certfcate of Incorporaton, our Amended and Restated Bylaws (the “Bylaws”) or the Delaware General Corporaton Law, as may be amended from tme to tme (the “DGCL”) and (iv) any claim against us governed by the internal afairs doctrine. The Certfcate of Incorporaton designates the US District Court for the District of Delaware as the exclusive forum for the resoluton of any complaint assertng a cause of acton arising under the Securites Act of 1933, as amended.
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This exclusive forum provision does not apply to claims under the Exchange Act, but does apply to other state and federal law claims including actons arising under the Securites Act. Secton 22 of the Securites Act, however, created concurrent jurisdicton for federal and state courts over all suits brought to enforce any duty or liability created by the Securites Act or the rules and regulatons thereunder. Accordingly, there is uncertainty as to whether a court would enforce such a forum selecton provision as writen in connecton with claims arising under the Securites Act.

Although we believe this provision benefts us by providing increased consistency in the applicaton of Delaware law in the types of lawsuits to which it applies, this choice of forum provision may have the efect of increasing costs for investors to bring a claim against us and our directors and ofcers and of limitng a stockholder’s ability to bring a claim in a judicial forum that it fnds favorable for disputes with us or any of our directors, ofcers, other employees or stockholders, which may discourage (but not prevent) lawsuits with respect to such claims.

Provisions in our Certfcate of Incorporaton and Delaware law may inhibit a takeover of us, which could limit the price investors might be willing to pay in the future for the Class A common stock and could entrench management.

Our Certfcate of Incorporaton contains provisions that may discourage unsolicited takeover proposals that stockholders may consider to be in their best interests. These provisions include three-year director terms and the ability of our Board of Directors to designate the terms of and issue new series of preferred shares, which may make more difcult the removal of management and may discourage transactons that otherwise could involve payment of a premium over prevailing market prices for our securites.

Secton 203 of the DGCL afects the ability of an “interested stockholder” to engage in certain business combinatons, for a period of three years following the tme that the stockholder becomes an “interested stockholder.” We elected in our Certfcate of Incorporaton not to be subject to Secton 203 of the DGCL. Nevertheless, our Certfcate of Incorporaton contains provisions that have the same efect as Secton 203 of the DGCL, except that it provides that afliates of our Sponsor and their transferees will not be deemed to be “interested stockholders,” regardless of the percentage of our votng stock owned by them, and will therefore not be subject to such restrictons. These Certfcate of Incorporaton provisions may limit the ability of third partes to acquire control of our company.

Claims for indemnifcaton by our directors and ofcers may reduce our available funds to satsfy successful third-party claims against us and may reduce the amount of money available to us.

Our Certfcate of Incorporaton and Bylaws provide that we will indemnify our directors and ofcers, in each case to the fullest extent permited by Delaware law. In additon, as permited by Secton 145 of the DGCL, our Bylaws and the indemnifcaton agreements that we entered into with our directors and ofcers provide that:

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

· We may, in our discreton, indemnify employees and agents in those circumstances where indemnifcaton is permited by applicable law;

· We are required to advance expenses, as incurred, to our directors and ofcers in connecton with defending a proceeding, except that such directors or ofcers shall undertake to repay such advances if it is ultmately determined that such person is not enttled to indemnifcaton;

· We are not obligated pursuant to our Bylaws to indemnify a person with respect to proceedings initated by that person against us or our other indemnitees, except with respect to proceedings authorized by our Board of Directors or brought to enforce a right to indemnifcaton;
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· the rights conferred in our Bylaws are not exclusive, and we are authorized to enter into indemnifcaton agreements with our directors, ofcers, employees and agents and to obtain insurance to indemnify such persons; and

· We may not retroactvely amend provisions of our Bylaws to reduce our indemnifcaton obligatons to directors, ofcers, employees and agents.

We do not intend to pay dividends for the foreseeable future, if ever.

We have never declared or paid any cash dividends on our capital stock and do not intend to pay any cash dividends in the foreseeable future. We expect to retain future earnings, if any, to fund the development and growth of our business. Any future determinaton to pay dividends on our capital stock will be at the discreton of our Board of Directors. Accordingly, investors must rely on sales of the Class A common stock afer price appreciaton, which may never occur, as the only way to realize any future gains on their investments.

We may be subject to securites litgaton, which is expensive, and could divert management atenton.

The market price of our common stock may be volatle and, in the past, companies that have experienced volatlity in the market price of their stock have been subject to securites class acton litgaton. We may be the target of this type of litgaton in the future. Securites litgaton against us could result in substantal costs and divert management’s atenton from other business concerns, which could seriously harm our business.

If securites or industry analysts do not publish or cease publishing research or reports about us, our business, or the market in which we operate, or if they change their recommendatons regarding our securites adversely, the price and trading volume of our securites could decline.

The trading market for our securites will be infuenced by the research and reports that industry or securites analysts may publish about us, our business, market or compettors. If any of the analysts who may cover us change their recommendaton regarding our shares of common stock adversely, or provide more favorable relatve recommendatons about our compettors, the price of our common stock would likely decline. If any analyst who may cover us were to cease our coverage of us or fail to regularly publish reports on it, we could lose visibility in the fnancial markets, which in turn could cause our share price or trading volume to decline.

Future issuances of debt securites and equity securites may adversely afect us, including the market price of our stock and may be dilutve to existng stockholders.

In the future, we may incur debt or issue equity ranking senior to our Class A common stock. Those securites will generally have priority upon liquidaton. Such securites also may be governed by an indenture or other instrument containing covenants restrictng its operatng fexibility. Additonally, any convertble or exchangeable securites that we issue in the future may have rights, preferences and privileges more favorable than those of the Class A common stock. Because our decision to issue debt or equity in the future will depend on market conditons and other factors beyond our control, we cannot predict or estmate the amount, tming, nature or success of our future capital raising eforts. As a result, future capital raising eforts may reduce the market price of our stock and be dilutve to existng stockholders.

Our failure to meet the contnued listng requirements of Nasdaq could result in a delistng of our securites.

If we fail to satsfy the contnued listng requirements of Nasdaq such as the corporate governance requirements or the minimum closing bid price requirement, Nasdaq may take steps to delist our securites. Such a delistng would likely have a negatve efect on the price of the securites and would impair your ability to sell or purchase the securites when you wish to do so. In the event of a delistng, we can provide no assurance that any acton taken by us to restore compliance with listng requirements would allow our securites to become listed again, stabilize the market price or improve the liquidity of our securites, prevent our securites from dropping below the Nasdaq minimum bid price requirement or prevent future non-compliance with Nasdaq’s listng requirements. Additonally, if our securites are not listed on, or become delisted from, Nasdaq for any reason, trading our common stock could be conducted only in the over-the-counter (“OTC”) market or on an electronic bulletn board
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established for unlisted securites such as the OTC Bulletn Board, an inter-dealer automated quotaton system for equity securites that is not a natonal securites exchange, the liquidity and price of our securites may be more limited than if we were quoted or listed on Nasdaq or another natonal securites exchange. You may be unable to sell your securites unless a market can be established or sustained.

A signifcant porton of our total outstanding shares are restricted from immediate resale but may be sold into the market in the near future. This could cause the market price of our shares of common stock to drop signifcantly, even if our business is doing well.

Sales of a substantal number of shares of our Class A common stock in the public market could occur at any tme. These sales, or the percepton in the market that the holders of a large number of shares intend to sell shares, could reduce the market price of our shares of common stock. As restrictons on resale end and the registraton statements are available for use, the market price of our shares of common stock could decline if the holders of currently restricted shares sell them or are perceived by the market as intending to sell them.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not Applicable.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS
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SIGNATURES

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

	
	PEAR THERAPEUTICS, INC.
	

	Date: November 14, 2022
	By:
	/s/ Corey M. McCann

	
	
	
	

	
	
	Name:
	Dr. Corey M. McCann

	
	
	Title:
	President and Chief Executve Ofcer

	
	
	
	(Principal Executve Ofcer)

	Date: November 14, 2022
	By:
	/s/ Christopher D.T. Guifre

	
	
	
	

	
	
	Name:
	Christopher D.T. Guifre

	
	
	Title:
	Chief Financial Ofcer and Chief Operatng Ofcer

	
	
	
	(Principal Financial Ofcer)

	Date: November 14, 2022
	By:
	/s/ Ellen E. Snow
	

	
	
	
	

	
	
	Name:
	Ellen E. Snow

	
	
	Title:
	Vice President, Corporate Controller

	
	
	
	(Principal Accountng Ofcer)
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CERTIFICATION PURSUANT TO

RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Corey M. McCann, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Pear Therapeutics, Inc.;

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

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

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

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

(b) [omitted];

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

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

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


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

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



Date: November 14, 2022


/s/ Corey M. McCann
[image: ]

Dr. Corey M. McCann

Chief Executive Officer
(Principal Executive

Officer)

CERTIFICATION PURSUANT TO

RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Christopher D.T. Guiffre, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Pear Therapeutics, Inc.;

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

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

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

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

(b) [omitted];

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

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

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


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

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



Date: November 14, 2022


/s/ Christopher D.T. Guiffre
[image: ]

Christopher D.T. Guiffre

Chief Financial Officer
(Principal Financial

Officer)


Certification of Periodic Financial Report
Pursuant to 18 U.S.C. Section 1350

as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Each of the undersigned officers of Pear Therapeutics, Inc. (the “Company”) certifies, to his knowledge and solely for the purposes of 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of the Company for the period ended September 30, 2022 complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: November 14, 2022


/s/ Corey M. McCann
[image: ]

Dr. Corey M. McCann

Chief Executive Officer
(Principal Executive

Officer)

Dated: November 14, 2022


/s/ Christopher D.T. Guiffre
[image: ]

Christopher D.T. Guiffre

Chief Financial Officer
(Principal Financial

Officer)
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