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INTRODUCTORY NOTE
Caution Concerning ForwardLooking Statements
This Quarterly Report on Form 10Q contains “forwardlooking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These
forwardlooking statements include statements about our beliefs, plans, objectives, goals, expectations, estimates, and intentions, among other things. The words
“may,” “could,” “should,” “would,” “will,” “believe,” “anticipate,” “estimate,” “expect,” “intend,” “plan,” “target,” “goal”, and similar expressions are intended to
identify forwardlooking statements. All forwardlooking statements are subject to significant risks and uncertainties and are subject to change based on various
factors, many of which are beyond our control. Accordingly, our actual future results may differ materially from those set forth in our forwardlooking statements.
Our ability to achieve our financial objectives could be adversely affected by the factors discussed in detail in Part I, Item 2. “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and Part II, Item 1A. “Risk Factors” in our most recent Annual Report on Form 10K and in our other
reports filed with the Securities and Exchange Commission (“SEC”), as well as:
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●

the effects of widespread public health epidemics, including the novel coronavirus (COVID19), that are beyond our control and any adverse impact in our
business, results of operations and financial condition;
our ability to achieve and sustain profitability;
our ability to successfully commercialize and achieve market acceptance of our products;
our ability to compete effectively in selling our products and services, including responding to technological change and cost containment efforts of our
customers;
the regulatory requirements applicable to us and our competitors, including any adverse regulatory action taken against us;
our ability to obtain additional financing in the future, if and as needed, as well as complying with the restrictions our existing revolving credit facility
imposes;
our ability to expand, manage and maintain our direct sales and marketing organizations;
our ability to successfully develop new products, improve or enhance existing products, or acquire complementary products, technologies, services or
businesses;
our ability to obtain and maintain intellectual property of sufficient scope to adequately protect our products, including the SRT100, and our ability to
avoid infringing or otherwise violating the intellectual property rights of third parties;
consolidation in the healthcare industry;
the level of availability of government and thirdparty pay or reimbursement for clinical procedures using our products;
the willingness of healthcare providers to purchase our products if coverage, reimbursement and pricing from third party payors for procedures using our
products declines;
our ability to effectively manage our anticipated growth, including hiring and retaining qualified personnel;
our ability to manufacture our products to meet demand;
our reliance on third party manufacturers and sole or singlesource suppliers;
our ability to reduce the per unit manufacturing cost of our products;
our ability to efficiently manage our manufacturing processes;
regulatory, legal risks, and operating risks, that our international operations subject us to;
offlabel use of our products;
information technology risks, including risks from cyberattacks and other data breaches, and their adverse effect on our reputation;
product quality issues or product defects that could harm our business;
the accuracy of our financial statements and accounting estimates, including allowances for accounts receivable and inventory obsolescence;
any product liability claims;
limited trading in our shares and the concentration of ownership of our shares;
new legislation, administrative rules, or executive orders, including those that impact taxes and international trade regulation;
the provisions in our certificate of incorporation, bylaws, or Delaware law that discourage takeovers or that limit certain disputes to be brought exclusively
in the Delaware Court of Chancery;
the concentration of sales to customers in the U.S. and China, including any adverse impact of political developments in China and the COVID19 epidemic;
and
our ability to manage any or all of the foregoing.

Factors in addition to those listed above, in Item 1A. Risk Factors in our Annual Report on Form 10K for the year ended December 31, 2019 and our other reports
filed with the SEC also could adversely affect our results, and you should not consider any such list of factors to be a complete set of all potential risks or
uncertainties. Any forwardlooking statements made by us or on our behalf speak only as of the date they are made. We do not undertake to update any forward
looking statement, except as may be required by applicable law.
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PART I. FINANCIAL INFORMATION
Item 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SENSUS HEALTHCARE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

As of
September 30,
2020
(unaudited)
Assets
Current Assets
Cash and cash equivalents
Investment in debt securities
Accounts receivable, net
Inventories
Prepaid and other current assets
Total Current Assets
Property and Equipment, Net
Intangibles, Net
Deposits
Operating Lease RightofUse Assets, Net
Total Assets
Liabilities and Stockholders’ Equity
Current Liabilities
Accounts payable and accrued expenses
Deferred revenue, current portion
Operating lease liabilities, current portion
Product warranties
Total Current Liabilities
Loan Payable
Operating Lease Liabilities
Deferred Revenue, Net of Current Portion
Total Liabilities
Commitments and Contingencies
Stockholders’ Equity
Preferred stock, 5,000,000 shares authorized and none issued and outstanding
Common stock, $0.01 par value – 50,000,000 authorized; 16,575,561 issued and 16,502,353 outstanding at September 30, 2020;
16,540,478 issued and 16,485,780 outstanding at December 31, 2019
Additional paidin capital
Treasury stock, 73,208 and 54,698 shares at cost, at September 30, 2020 and December 31, 2019, respectively
Accumulated deficit
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

As of
December 31,
2019

$

16,127,085
—
1,337,768
5,284,675
1,891,184
24,640,712
1,458,908
369,201
101,494
1,150,902

$

8,100,288
7,389,407
14,011,180
2,997,120
1,505,175
34,003,170
1,082,428
337,351
101,561
1,400,037

$

27,721,217

$

36,924,547

$

2,587,481
1,778,881
299,644
95,769
4,761,775
1,022,785
889,400
632,626
7,306,586

$

4,779,435
1,191,898
309,524
187,454
6,468,311
—
1,115,529
1,339,285
8,923,125

—

—

165,755
43,638,253
(309,901)
(23,079,476)
20,414,631
$

27,721,217

165,404
43,314,123
(252,570)
(15,225,535)
28,001,422
$

36,924,547

See accompanying notes to the unaudited condensed consolidated financial statements.
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SENSUS HEALTHCARE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)
For the Three Months Ended
September 30,
2020
2019
$

Revenues
Cost of Sales
Gross Profit
Operating Expenses
Selling and marketing
General and administrative
Research and development
Total Operating Expenses
Loss From Operations
Other Income (Expense)
Gain on acquisition
Interest income
Interest expense
Other Income (Expense), net
Net Loss
Net Loss per share –
Basic and Diluted
Weighted average number of shares used in computing net loss per share –
Basic and Diluted

1,620,163
947,786
672,377

$

5,840,945
1,997,111
3,843,834

1,034,170
975,876
941,735
2,951,781
(2,279,404)

2,124,146
957,184
1,567,634
4,648,964
(805,130)

$

588,011
1,718
(2,578)
587,151
(1,692,253)

$

—
74,736
—
74,736
(730,394)

$

(0.10)

$

(0.04)

16,453,603

16,367,863

See accompanying notes to the unaudited condensed consolidated financial statements.
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SENSUS HEALTHCARE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

For the Nine Months Ended
September 30,
2020
2019
$

4,482,557
2,462,024
2,020,533

$

3,986,985
3,209,536
3,315,245
10,511,766
(8,491,233)

18,753,839
6,654,835
12,099,004
6,649,754
2,933,985
5,467,947
15,051,686
(2,952,682)

$

588,011
66,304
(17,023)
637,292
(7,853,941) $

(2,739,104)

$

(0.48) $

(0.17)

16,427,524

—
213,578
—
213,578

16,296,272

December 31, 2018
Stock based compensation
Exercise of warrants
Net loss
March 31, 2019 (unaudited)
Stock based compensation
Surrender of Shares for tax
withholding on stock
compensation
Exercise of warrants
Net income
June 30, 2019 (unaudited)
Stock based compensation
Net loss
September 30, 2019 (unaudited)
December 31, 2019
Stock based compensation
Surrender of Shares for tax
withholding on stock
compensation
Net loss
March 31, 2020 (unaudited)
Stock based compensation
Surrender of Shares for tax
withholding on stock
compensation
Exercise of warrants
Net loss
June 30, 2020 (unaudited)
Stock based compensation
Net loss
September 30, 2020 (unaudited)

Common Stock
Shares
Amount
16,145,915 $
161,459
—
—
400,281
4,002
—
—
16,546,196 $
165,461
—
—

—
5,532
—
16,551,728

$

Additional
PaidIn
Capital
$ 39,957,905
154,535
2,697,895
—
$ 42,810,335
158,145

—
56
—

—
37,285
—

165,517

$ 43,005,765

Treasury Stock
Shares
Amount
(33,454) $
(133,816)
—
—
—
—
—
—
(33,454) $
(133,816)
—
—

(21,244)
—
—
(54,698)

$

Accumulated
Deficit
Total
$ (13,525,532) $ 26,460,016
—
154,535
—
2,701,897
(2,121,018)
(2,121,018)
$ (15,646,550) $ 27,195,430
—
158,145

(118,754)
—
—
(252,570)

$ (15,534,242) $ 27,384,470

158,145

—
—
112,308

(118,754)
37,341
112,308

16,551,728

$

165,517

$ 43,163,910

(54,698)

$

(252,570)

158,145
(730,394)
(730,394)
$ (16,264,636) $ 26,812,221

16,540,478
30,000

$

165,404
300

$ 43,314,123
155,479

(54,698)
—

$

(252,570)
—

$ (15,225,535) $ 28,001,422
—
155,779

—
—
165,704
50

—
—
$ 43,469,602
130,944

(742)
—
(55,440)
—

(3,139)
—
(255,709)
—

—
(3,139)
(3,587,106)
(3,587,106)
$ (18,812,641) $ 24,566,956
—
130,994

—
559
—
$ 43,601,105
37,148

(17,768)
—
—
(73,208)

$

(54,192)
—
—
(309,901)

$ 43,638,253

(73,208)

$

(309,901)

—
(54,192)
—
560
(2,574,582)
(2,574,582)
$ (21,387,223) $ 22,069,736
37,148
(1,692,253)
(1,692,253)
$ (23,079,476) $ 20,414,631

—
—
16,570,478
5,000

$

—
83
—
16,575,561

$

—
1
—
165,755

16,575,561

$

165,755

$

See accompanying notes to the unaudited condensed consolidated financial statements.
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SENSUS HEALTHCARE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
For the Nine Months Ended
September 30,
2020
2019
Cash Flows From Operating Activities
Net loss
Adjustments to reconcile net loss to net cash and cash equivalents used in operating activities:
Bad debts (recovery)
Depreciation and amortization
Provision for product warranties
Stock based compensation
Gain on bargain purchase
Decrease (increase) in:
Accounts receivable
Inventories
Prepaid and other current assets
Increase (decrease) in:
Accounts payable and accrued expenses
Deferred revenue
Product warranties
Total Adjustments
Net Cash Used In Operating Activities
Cash Flows from Investing Activities
Acquisition of property and equipment
Investment in debt securities  held to maturity
Investments matured
Net Cash Provided By (Used In) Investing Activities
Cash Flows from Financing Activities
Loan proceeds
Withholding taxes on stock compensation
Exercise of warrants
Net Cash Provided By Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents – Beginning
Cash and Cash Equivalents – Ending
Supplemental Disclosure of Cash Flow Information
Interest paid
NonCash Investing and Financing Activities

$

(7,853,941)

$

(2,739,104)

24,000
483,789
166,833
323,920
(588,011)

(7,253)
415,126
205,037
470,825
—

12,687,895
(2,287,555)
(136,807)

(344,703)
(679,972)
(180,678)

(2,515,690)
(119,676)
(258,518)
7,780,180
(73,761)

(473,252)
945,201
(177,799)
172,532
(2,566,572)

(254,863)
—
7,389,407
7,134,544

(542,484)
(8,390,137)
3,300,000
(5,632,621)

1,022,785
(57,331)
560
966,014
8,026,797
8,100,288

—
(118,754)
2,739,238
2,620,484
(5,578,709)
12,484,256

$

16,127,085

$

6,905,547

$

12,456

$

—

Transfer of inventory to property and equipment
Lease liabilities arising from obtaining rightofuseassets

$
$

—
—

$
$

51,234
1,714,814

See accompanying notes to the unaudited condensed consolidated financial statements.
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SENSUS HEALTHCARE, INC.
NOTES TO THE FINANCIAL STATEMENTS
(unaudited)
NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
DESCRIPTION OF THE BUSINESS
Sensus Healthcare, Inc. (the “Company”) is a manufacturer of radiation therapy devices and sells the devices to healthcare providers globally through its
distribution and marketing network. The Company operates as one segment from its corporate headquarters located in Boca Raton, Florida.
BASIS OF PRESENTATION
The accompanying unaudited condensed financial statements in this Quarterly Report on Form 10Q have been prepared in accordance with accounting principles
generally accepted in the United States of America, or (“GAAP”), and the rules and regulations of the SEC. Accordingly, they do not include certain footnotes and
financial presentations normally required under GAAP for complete financial statements. The interim financial information is unaudited, but reflects all normal
adjustments and accruals which are, in the opinion of management, considered necessary to provide a fair presentation for the interim periods presented. The
accompanying condensed consolidated financial statements should be read in conjunction with the Company’s audited financial statements and notes thereto for
the year ended December 31, 2019 included in the Company’s Form 10K, filed with the SEC. The results for the nine months ended September 30, 2020 are not
necessarily indicative of results to be expected for the year ending December 31, 2020, any other interim periods, or any future year or period.
PRINCIPLES OF CONSOLIDATION
The accompanying condensed consolidated financial statements include the financial statements of the Company and its wholly owned subsidiary in Israel. All
intercompany balances and transactions have been eliminated.
USE OF ESTIMATES
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, including disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Significant estimates as to which it is reasonably possible that a change could occur in the near term include inventory
reserves, receivable allowances, recoverability of longlived assets and the Company’s product warranties. Actual results could differ from those estimates.
IMPACT OF COVID19
The outbreak of COVID19, which was declared a pandemic by the World Health Organization on March 11, 2020, has led to adverse impacts on the U.S. and global
economies and created uncertainty regarding potential impacts to the Company’s employees, operations, and customer demand. The Company, which provides
medical devices, is considered an “essential business” and has been able to continue to operate and service its customers. However, the COVID19 pandemic has
significantly impacted the Company’s sales in the first three quarters of 2020, as social distancing forced physicians to temporarily close their practices, and could
further impact the Company’s operations and the operations of the Company’s customers, suppliers and vendors as a result of ongoing quarantines, facility
closures, and travel and logistics restrictions. The extent to which the COVID19 pandemic impacts the Company’s business, results of operations and financial
condition will depend on future developments, which are highly uncertain and cannot be predicted, including, but not limited to the duration, spread, severity, and
impact of the COVID19 pandemic, the effects of the COVID19 pandemic on the Company’s customers, suppliers, and vendors, the remedial actions and stimulus
measures adopted by local, state and federal governments, and to what extent normal economic and operating conditions can resume. Even after the COVID19
pandemic has subsided, the Company may continue to experience adverse impacts to its business as a result of any economic recession or depression that has
occurred or may occur in the future. Therefore, the Company cannot reasonably estimate the impact at this time.
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REVENUE RECOGNITION
On January 1, 2018, the Company adopted Accounting Standards Codification (“ASC”) Topic 606, “Revenue from Contracts with Customers,” using the modified
retrospective method for all contracts as of the date of adoption. The adoption of this standard did not result in a significant change to the Company’s historical
revenue recognition policies and there were no necessary adjustments required to retained earnings upon adoption.
Under ASC 606, a performance obligation is a promise within a contract to transfer a distinct good or service, or a series of distinct goods and services, to a
customer. Revenue is recognized when performance obligations are satisfied and the customer obtains control of promised goods or services, which is generally
upon shipment of the goods and performance of the services. The amount of revenue recognized reflects the consideration to which the Company expects to be
entitled to receive in exchange for goods or services. Under the standard, a contract’s transaction price is allocated to each distinct performance obligation. To
determine revenue recognition for arrangements that the Company determines are within the scope of ASC 606, the Company performs the following five steps: (i)
identifies the contracts with a customer; (ii) identifies the performance obligations within the contract, including whether they are distinct and capable of being
distinct in the context of the contract; (iii) determines the transaction price; (iv) allocates the transaction price to the performance obligations in the contract; and (v)
recognizes revenue when, or as, the Company satisfies each performance obligation.
The Company’s revenue consists of sales of the Company’s devices and services related to maintaining and repairing the devices. The agreement for the sale of the
devices and the service contract are usually signed at the same time, although in some instances a service contract is signed on a standalone basis. Revenue for
service contracts is recognized over the service contract period on a straightline basis. The Company has determined that in practice no significant discount is
given on the service contract when it is offered with the device purchase as compared to when it is sold on a standalone basis. The service level provided is
identical whether the service contract is purchased standalone or together with the device. There is no termination provision in the service contract nor are there
any penalties in practice for cancellation of the service contract. The service contract is not considered a performance obligation until it is paid, and it does not
provide a material right for a significant discount when purchased with the device. The service portion of a sales contract or a standalone service contract is
accounted for over the period of time of the service contract only when the customer pays for the service contract.
Disaggregated revenue for the three and nine months ended September 30, 2020 and 2019 was as follows:
For the Three Months Ended

For the Nine Months Ended

Product Revenue
Service Revenue
Total Revenue

September 30,
2020
2019
475,208 $
5,301,891
1,144,955
539,054

$
$

1,620,163

$

5,840,945

$
$

September 30,
2020
2019
1,620,789 $
17,202,342
2,861,768
1,551,497
4,482,557

$

18,753,839

The Company operates in a highly regulated environment, primarily in the U.S. dermatology market, in which state regulatory approval is sometimes required prior to
the customer being able to use the product. In these cases, where regulatory approval is pending, revenue is deferred until such time as regulatory approval is
obtained.
Deferred revenue activity during the nine months ended September 30, 2020 was as follows:
Product
December 31, 2019
Revenue recognized
Amounts invoiced
September 30, 2020

$

—
—
120,164

$

$

120,164

$

Service
2,531,183 $
(2,064,316)
1,824,476

Total
2,531,183
(2,064,316)
1,944,640

2,291,343

2,411,507

$
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The Company does not disclose information about remaining performance obligations with respect to deposits for products that have original expected durations of
one year or less. Estimated service revenue to be recognized in the future related to the performance obligations that are unsatisfied (or partially unsatisfied) as of
September 30, 2020 was as follows:

Year
2020 (October 1 – December 31, 2020)
2021
2022
2023
2024
Total

$

$

Service
Revenue
508,704
1,333,903
389,235
39,667
19,834
2,291,343

The Company provides warranties in conjunction with the sale of its products. These warranties entitle the customer to repair, replacement, or modification of the
defective product subject to the terms of the respective warranty. The Company records an estimate of future warranty claims at the time the Company recognizes
revenue from the sale of the product based upon management’s estimate of the future claims rate.
Shipping and handling costs are expensed as incurred and are included in cost of sales.
SEGMENT AND GEOGRAPHICAL INFORMATION
The Company’s revenue is generated primarily from customers in the United States, which represented approximately 79% and 100% for the three months ended
September 30, 2020 and 2019, and approximately 92% and 91% for the nine months ended September 30, 2020 and 2019, respectively. A customer in the U.S.
accounted for approximately 32% and 83% of revenues for the three months ended September 30, 2020 and 2019, respectively; approximately 23% and 70% for the
nine months ended September 30, 2020 and 2019, respectively; and approximately 24% and 79% of the accounts receivable as of September 30, 2020 and December
31, 2019, respectively. Two customers in China accounted for approximately 20% of revenues for the three months ended September 30, 2020.
CASH AND CASH EQUIVALENTS
The Company maintains its cash and cash equivalents with financial institutions which balances exceed federally insured limits ($250,000 for deposits). As of
September 30, 2020 and December 31, 2019, the Company had approximately $15,862,000 and $7,740,000, respectively in excess of federally insured limits.
For purposes of the statement of cash flows, cash equivalents primarily consist of highly liquid financial investments with original maturities of three months or less.
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INVESTMENTS
Shortterm investments consist of investments that the Company expects to convert into cash within one year and longterm investments are those that the
Company expects to convert to cash after one year. The Company classifies its investments in debt securities at the time of purchase as heldtomaturity and re
evaluates such classification on a quarterly basis. Heldtomaturity investments consist of securities that the Company has the intent and ability to retain until
maturity. These securities are carried at amortized cost plus accrued interest and consist of the following:
Gross
Unrealized
Gain

Amortized
Cost
ShortTerm:
Corporate bonds
United States Treasury bonds
Total Short Term:

Gross
Unrealized
Loss

Fair
Value

$

6,690,678
698,729
7,389,407

$

4,251
1,302
5,553

$

—
—
—

$

6,694,929
700,031
7,394,960

Total Investments December 31, 2019

$

7,389,407

$

5,553

$

—

$

7,394,960

ShortTerm:
Corporate bonds
Total Short Term:

$

—
—

$

—
—

$

—
—

$

—
—

Total Investments September 30, 2020

$

—

$

—

$

—

$

—

ACCOUNTS RECEIVABLE
The Company does business and extends credit based on an evaluation of each customer’s financial condition, generally without requiring collateral. The Company
monitors exposure to credit losses and maintains allowances for anticipated losses considered necessary under the circumstances. The allowance for doubtful
accounts was approximately $24,000 and $80,000 as of September 30, 2020 and December 31, 2019.
INVENTORIES
Inventories consist of finished product and components and are stated at the lower of cost or net realizable value, determined using the firstinfirstout method.
EARNINGS PER SHARE
Basic net income (loss) per share is calculated by dividing the net income (loss) by the weighted average number of common shares outstanding for the period.
Diluted net income per share is computed by giving effect to all potential dilutive common share equivalents outstanding for the period, using the treasury stock
method for options and warrants, as well as unvested restricted shares. In periods when the Company has incurred a net loss, options, warrants and unvested
shares are considered common share equivalents but have been excluded from the calculation of diluted net loss per share as their effect is antidilutive. Shares were
excluded as follows:
For the Three Months Ended
September 30,
2020
2019
—
17,671
—
10,639

Shares
Stock options

For the Nine Months Ended
September 30,
2020
2019
—
8,499
—
32,000

ADVERTISING COSTS
Advertising and promotion expenses are charged to expense as incurred. Advertising and promotion expense included in selling expense in the accompanying
statements of operations amounted to approximately $71,000 and $307,000 for the three months ended September 30, 2020 and 2019, respectively, and $415,000 and
$1,035,000 for the nine months ended September 30, 2020 and 2019, respectively.
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LEASES
The Company evaluates arrangements at inception to determine if an arrangement is or contains a lease. Operating lease assets represent the Company’s right to use
an underlying asset for the lease term, and operating lease liabilities represent the Company’s obligation to make lease payments arising from the lease. Operating
lease assets and liabilities are recognized at the commencement date of the lease based upon the present value of lease payments over the lease term. When
determining the lease term, the Company includes options to extend or terminate the lease when it is reasonably certain that the Company will exercise the option. To
determine the present value of the lease payments, the Company uses an incremental borrowing rate that the Company would expect to incur for a fully collateralized
loan over a similar term under similar economic conditions.
The lease payments used to determine the Company’s operating lease assets may include lease incentives and stated rent increases and are recognized in the
Company’s operating lease assets in the Company’s condensed consolidated balance sheets. Operating lease assets are amortized to rent expense over the lease
term and included in operating expenses in the condensed consolidated statements of operations.
NOTE 2 — ACQUISITIONS
On August 3, 2020, the Company acquired two mobile aesthetic laser companies. The acquisition of these two companies is expected to complement and expand the
Company’s current offerings.
The purchase price was allocated to the assets acquired and liabilities assumed based upon their estimated fair values at the date of the transaction. A summary of
the estimated fair values of the assets acquired and liabilities assumed is as follows:

Accounts receivable
Property and equipment
Finitelived intangible assets:
Trade names
Customer relationships
Other liabilities assumed

$

Bargain purchase gain

$

Fair Value
38,483
528,300
22,218
86,737
(87,727)
588,011

The aggregate purchase price of $999,000 was deemed to be compensation for postacquisition services and will be recorded as compensation expense over the
remaining service periods.
A bargain purchase gain results from an acquisition if the fair value of the purchase consideration paid in connection with such acquisition is less than the net fair
value of the assets acquired, and liabilities assumed. Accordingly, the Company recorded a bargain purchase gain of $588,011 which is included in other income on
the consolidated statements of operations for the three and nine months ended September 30, 2020.
Finitelived intangible assets are amortized over their estimated useful lives, which range from one to 13 years.
For the nine months ended September 30, 2020, the acquisition of these two laser rental companies contributed approximately $23,000 to gross profit and did not
have a material impact on net loss. Consequently, the Company has not presented pro forma financial statements for this acquisition.
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NOTE 3 — PROPERTY AND EQUIPMENT
As of
September 30,

As of
December 31,

Estimated

2020
(unaudited)
$
2,055,666
918,000
122,179
3,095,845
(1,636,937)

Operations equipment
Tradeshow and demo equipment
Computer equipment
Less accumulated depreciation
Property and Equipment, Net

$

1,458,908

2019
$

1,280,209
914,891
117,596
2,312,696
(1,230,268)

$

1,082,428

Useful Lives
3 years
3 years
3 years

Depreciation expense was approximately $155,000 and $110,000, for the three months ended September 30, 2020 and 2019, respectively, and approximately $407,000
and $343,000, for the nine months ended September 30, 2020 and 2019, respectively.
NOTE 4 — INTANGIBLES
Customer
Relationships

Patent Rights
December 31, 2019
Acquired assets
Amortization expense
September 30, 2020 (unaudited)

Trade Names

Total

$

337,351
—
(72,290)

$

—
86,737
(1,112)

$

— $
22,218
(3,703)

337,351
108,955
(77,105)

$

265,061

$

85,625

$

18,515

369,201

$

Amortization expense was approximately $29,000 and $24,000 for the three months ended September 30, 2020 and 2019, respectively, and approximately $77,000 and
$72,000 for the nine months ended September 30, 2020 and 2019, respectively. As of September 30, 2020, future remaining amortization expense for each of the five
succeeding years is as follows:
Year
2020 (October 1 – December 31, 2020)
2021
2022
2023
2024
Thereafter
Total

$

31,319
116,019
103,058
54,865
6,672
57,268

$

369,201

NOTE 5 — DEBT
The Company has a revolving credit facility that, through April 2020, provided for maximum borrowings equal to the lesser of (a) the $5 million commitment amount
or (b) a borrowing base equal to 80% of eligible accounts receivable plus a $2.5 million nonformula sublimit. In October 2019, the term of the facility was extended
through January 29, 2020; in January 2020, the term was further extended through April 28, 2020; and in April 2020, the term was further extended to April 1, 2022 and
the maximum borrowings were increased to the lesser of (a) the $10 million commitment amount or (b) the borrowing base plus a $3 million nonformula sublimit.
Interest on any borrowings, at Prime plus 0.75% (4.00% at September 30, 2020) and Prime plus 1.50% on nonformula borrowings (4.75% at September 30, 2020), is
payable monthly, and the outstanding principal and interest are due on the maturity date. The facility is secured by all of the Company’s assets and limits the
amount of additional indebtedness; restricts the sale, disposition or transfer of assets of the Company; and requires the maintenance of a monthly adjusted quick
ratio restrictive covenant, as defined in the agreement. The Company was in compliance with its financial covenants as of September 30, 2020 and December 31,
2019. There were no borrowings outstanding under the revolving credit facility at September 30, 2020 and December 31, 2019. The Company pays commitment fees
of 0.25% per annum on the average unused portion of the line of credit.
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On April 20, 2020, the Company received a loan under the Small Business Administration Paycheck Protection Program enabled by the CARES Act of 2020, in the
amount of $1,022,785 to be used for employee compensation and facilities costs. The loan provided for a sixmonth deferral period during which no payments were
due, although interest accrued during this period. The loan matures in April 2022 and provides for interest at the rate of 1% per annum. The loan is subject to
forgiveness for principal that is used for the limited purposes that expressly qualify for forgiveness under SBA requirements. The Company submitted the
forgiveness application in the amount of $796,710 on October 19, 2020 but there is no assurance that this portion of the loan will be forgiven.
NOTE 6 — PRODUCT WARRANTIES
Changes in product warranty liability were as follows for the nine months ended September 30, 2020:
Balance, beginning of period
Warranties accrued during the period
Payments on warranty claims
Balance, end of period

$

187,454
166,833
(258,518)

$

95,769

NOTE 7 — LEASES
OPERATING LEASE AGREEMENTS
The Company leases its headquarters office from an unrelated third party. The lease was last renewed in 2016 and expires in September 2022 with an option to extend
with prior notice and with terms to be negotiated. The Company’s Israeli subsidiary entered into a twoyear lease for office space starting in September 2018 which
expired in August 2020; a renewal option was not exercised, but the subsidiary entered into a sixmonth lease in August 2020 with options to renew every six
months.
In March 2019, the Company’s Israeli subsidiary signed a 10year lease for a 5,800 square foot manufacturing facility. The landlord provided a rentfree grace period
from April to July 2019, after which the 10year lease term began. The initial monthly rental payment was approximately $5,300 and will be subject to periodic
escalations at amounts specified in the lease plus the consumer price index. In addition, the subsidiary is responsible for maintenance fees covering its portion of
the expenses of common areas. After 2, 4, 6 and 8 years, and with 180 days’ prior notice, the subsidiary has the right to terminate the lease at its sole discretion
without penalty.
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The following table presents information about the amount, timing and uncertainty of cash flows arising from the Company’s operating leases as of September 30,
2020.
Maturity of Operating Lease Liabilities
2020 (October 1 – December 31, 2020)
2021
2022
2023
2024
Thereafter
Total undiscounted operating leases payments
Less: Imputed interest
Present Value of Operating Lease Liabilities

$

$
$

Other Information
Weightedaverage remaining lease term
Weightedaverage discount rate

Amount
86,414
348,122
284,578
104,343
105,843
494,732
1,424,032
(234,988)
1,189,044

6.1 years
5.0%

An initial Right of Use (“ROU”) asset of approximately $805,000 was recognized as a noncash assets addition with the adoption of a new lease accounting
standard. The value of the ROU asset was reduced by approximately $249,000 and $330,000 for the nine months ended September 30, 2020 and the year ended
December 31, 2019, respectively. Cash paid for amounts included in the present value of operating lease liabilities of approximately $272,000 and $310,000 for the nine
months ended September 30, 2020 and the year ended December 31, 2019, respectively, is included in operating cash flows. Operating lease cost was approximately
$285,000 and $255,000 for the nine months ended September 30, 2020 and 2019, respectively.
NOTE 8 — COMMITMENTS AND CONTINGENCIES
M ANUFACTURING AGREEMENT
In 2010, the Company entered into a threeyear contract manufacturing agreement with an unrelated third party for the production and manufacture of the SRT100
(and subsequently the SRT100 Vision and the SRT100 Plus), in accordance with the Company’s product specifications. The agreement renews for successive one
year periods unless either party notifies the other party in writing, at least 60 days prior to the anniversary date of the agreement, that it will not renew the
agreement. The Company or the manufacturer may terminate the agreement upon 90 days’ prior written notice.
Purchases from this manufacturer totaled approximately $551,000 and $1,521,000 for the three months ended September 30, 2020 and 2019, respectively, and
approximately $2,360,000 and $5,250,000 for the nine months ended September 30, 2020 and 2019, respectively. As of September 30, 2020, and December 31, 2019
approximately $764,000 and $1,104,000, respectively, was due to this manufacturer, which is presented in accounts payable and accrued expenses in the
accompanying balance sheets.
LEGAL CONTINGENCIES
The Company is party to certain legal proceedings in the ordinary course of business. The Company assesses, in conjunction with its legal counsel, the need to
record a liability for litigation and related contingencies.
In 2015, the Company learned that the Department of Justice (the “Department”) had commenced an investigation of the billing to Medicare by a physician who had
treated patients with the Company’s SRT100. The Company has received two Civil Investigative Demands from the Department seeking documents and written
responses in connection with that investigation. The Company has fully cooperated with the investigation. The Department previously advised the Company that it
was considering expanding the investigation to determine whether the Company had any involvement in the physician’s use of certain reimbursement codes. The
Company disputes that it has engaged in any wrongdoing with respect to such reimbursement claims; among other things, the Company does not submit claims for
reimbursement or provide coding or billing advice to physicians. To the Company’s knowledge, the Department has made no determination as to whether the
Company engaged in any wrongdoing, or whether to pursue any legal action against the Company. Should the Department decide to pursue legal action, the
Company believes it has strong and meritorious defenses and will vigorously defend itself. At this time, the Company is unable to estimate the cost associated with
this matter.
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NOTE 9 — EMPLOYEE BENEFIT PLANS
The Company sponsors a 401(k) defined contribution retirement plan that allows eligible employees to contribute a portion of their compensation through payroll
deductions in accordance with specified plan guidelines. The Company makes contributions to the plans that include matching a percentage of the employees’
contributions up to certain limits. Expenses related to this plan totaled approximately $31,000 and $28,000 for the three months ended September 30, 2020 and 2019,
respectively, and approximately $94,000 and $83,000 for the nine months ended September 30, 2020 and 2019, respectively.
NOTE 10 — STOCKHOLDERS’EQUITY
The Company has authorized 50,000,000 shares of common stock, of which 16,575,561 were issued and 16,502,353 outstanding at September 30, 2020; 16,540,478
shares were issued and 16,485,780 were outstanding as of December 31, 2019.
W ARRANTS
The following table summarizes the Company’s warrant activity:
Warrants

Weighted
Average
Exercise
Price

Number of
Warrants
Outstanding – December 31, 2019

2,032,187

Granted
Exercised
Expired
Outstanding – September 30, 2020

—
(83)
(1,894,104)

Weighted
Average
Remaining
Contractual
Term
(In Years)

$

6.75

0.51

—
—
—

—
—
—

Outstanding – September 30, 2020

138,000

$

6.75

0.69

Exercisable – September 30, 2020

138,000

$

6.75

0.69

The intrinsic value of the common stock warrants was $0 as of September 30, 2020, and December 31, 2019, respectively.
2016 AND 2017 EQUITY INCENTIVE PLANS
On January 25, 2018, 80,000 fully vested shares were granted to the Company’s nonemployee directors, and stock options covering 229,334 shares with a fouryear
vesting period were granted to certain employees. The shares were recorded at the fair value of $5.55 per share for a total of $444,000, and the stock options were
valued using a Black Scholes model at $3.52 per option using the assumptions noted in the following table:
Expected volatility
Riskfree interest rate
Expected life
Dividend yield

67.8%
2.5%
6.25 years
0.0%

Expected Volatility. Expected volatility is a measure of the amount by which the Company’s stock price is expected to fluctuate. Expected volatility is based on the
historical volatility of the price of our common shares. The Company estimated the expected volatility of the stock options at grant date.

13

RiskFree Interest Rate. The riskfree interest rate is based on the implied yield on U.S. Treasury zerocoupon issues with remaining terms equivalent to the expected
term of our stockbased awards.
Expected Term or Life. The expected term or life of stock options granted represents the expected weighted average period of time from the date of grant to the
estimated date that the stock option will be fully exercised. The weighted average expected option term is determined using the “simplified method” for options as
allowed by the accounting guidance. The “simplified method” calculates the expected term as the average of the vesting term and original contractual term of the
options.
The stock options had an intrinsic value of $0 as of September 30, 2020 and December 31, 2019, respectively.
Unrecognized stock compensation expense was approximately $393,000 as of September 30, 2020, which will be recognized over the remaining vesting period.
A summary of restricted stock activity is presented as follows:

Shares
80,417
35,000
(66,667)
—

Unvested balance at December 31, 2019
Granted
Vested
Forfeited
Unvested balance at September 30, 2020

48,750

Weighted
Average
Grant Date Fair
Value
$
5.70
4.11
5.24
—
$

5.19

The following table summarizes the Company’s stock option activity:
Weighted
Average
Remaining
Contractual
Term
(In Years)

Weighted
Average
Exercise
Price

Number of
Options
Outstanding – December 31, 2019

229,334

Granted
Exercised
Expired
Outstanding – September 30, 2020

—
—
—
229,334

Exercisable – September 30, 2020

229,334

$

5.55

8.07

—
—
—

—
—
—

$

5.55

7.32

$

5.55

7.32

TREASURY STOCK
The Company accounts for purchases of treasury stock under the cost method, with the cost of such purchases reflected in treasury stock in the accompanying
condensed balance sheet. As of September 30, 2020 and December 31, 2019, the Company had 73,208 and 54,698 treasury shares, respectively.
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NOTE 11 — INCOME TAXES
Income before taxes was negative for the nine months ended September 30, 2020. Tax expense for the nine months ended September 30, 2020 and 2019 was $0.
There are no uncertain tax positions that would require recognition in the financial statements. If the Company incurs an income tax liability in the future, interest on
any income tax liability would be reported as interest expense, and penalties on any income tax liability would be reported as income taxes. The Company’s
conclusions regarding uncertain tax positions may be subject to review and adjustment at a later date based upon ongoing analyses of tax laws, regulations and
interpretations thereof as well as other factors.
The Company accounts for income taxes in accordance with ASC Topic 740, Income Taxes, (“ASC 740”) which prescribes a recognition threshold and measurement
process for financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. ASC 740 also provides guidance on de
recognition, classification, interest and penalties, accounting in interim period, disclosure and transition.

As of September 30, 2020, the Company has U.S. federal and certain state tax returns subject to examination, beginning with those filed for the year 2016.
NOTE 12 — SUBSEQUENT EVENTS
The Company evaluates subsequent events and transactions that occur after the balance sheet date up to the date that the financial statements are issued for
potential recognition or disclosure. The Company did not identify any subsequent events that would require accrual or additional disclosures.

15

Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion and analysis in conjunction with the information set forth within the financial statements and the notes thereto
included elsewhere in this Quarterly Report on Form 10Q, and with our Management’s Discussion and Analysis of Financial Condition and Results of
Operations in our Annual Report on Form 10K for the year ended December 31, 2019 (“Annual Report This discussion includes forwardlooking statements
within the meaning of the Private Securities Litigation Reform Act of 1995. These forwardlooking statements are subject to numerous risks and uncertainties,
including, but not limited to, the risks and uncertainties described under “Risk Factors” and elsewhere in this Quarterly Report on Form 10Q. Our actual
results may differ materially from those contained in or implied by any forwardlooking statements. Please see the Introductory Note and Item 1A. Risk Factors of
our Annual Report, as updated in our Report on Form 10Q for the quarter ended March 31, 2020, and in our other filings made from time to time with the SEC
after the date of this report.
Overview
We are a medical device company that is committed to providing highly effective, noninvasive and costeffective treatments for both oncological and non
oncological skin conditions. We use a proprietary lowenergy Xray technology known as superficial radiation therapy (“SRT”), which is a result of over a decade of
dedicated research and development. We have successfully incorporated SRT into our portfolio of treatment devices: the SRT100T M, SRT100+T M and SRT100
VisionT M. In February 2019, we received FDA clearance of Sculptura™, a robotic radiation oncology system that provides targeted intraoperative triplemodulated
radiotherapy and Brachytherapy utilizing our proprietary, stateoftheart 3D Beam Sculpting™ to treat patients undergoing cancer treatment during surgery, or at
the tumor site, with a single dose. In August 2020, the Company acquired two mobile aesthetic laser rental companies that are expected to complement and expand
the Company’s current offerings.
Components of our results of operations
We manage our business globally within one reportable segment, which is consistent with how our management reviews our business, prioritizes investment and
resource allocation decisions and assesses operating performance.
Significant Developments
The outbreak of COVID19, which was declared a pandemic by the World Health Organization on March 11, 2020, has led to adverse impacts on the U.S. and global
economies and created uncertainty regarding potential impacts to our employees, operations, and customer demand. We provide medical devices and are considered
an “essential business” and have been able to continue to operate. However, the COVID19 pandemic has significantly impacted our sales and could further impact
our operations and the operations of our customers, suppliers and vendors as a result of ongoing quarantines, facility closures, and travel and logistics restrictions.
The extent to which the COVID19 pandemic impacts our business, results of operations and financial condition will depend on future developments, which are
highly uncertain and cannot be predicted, including, but not limited to, the duration, spread, severity, and impact of the COVID19 pandemic, the effects of the
COVID19 pandemic on our customers, suppliers, and vendors, the remedial actions and stimulus measures adopted by local, state and federal governments, and to
what extent normal economic and operating conditions can resume. Even after the COVID19 pandemic subsides, we may continue to experience adverse impacts to
our business as a result of any economic recession or depression that has occurred or may occur in the future. Therefore, we cannot reasonably estimate the impact
at this time.

16

Results of Operations
For the Three Months Ended
September 30,
2020
2019
Revenues
Cost of Sales
Gross Profit
Operating Expenses
Selling and marketing
General and administrative
Research and development
Total Operating Expenses
Loss From Operations
Other Income (Expense)
Gain on acquisition
Interest income
Interest expense
Other Income (Expense), net
Net Loss

$

$

1,620,163
947,786
672,377

$

5,840,945
1,997,111
3,843,834

1,034,170
975,876
941,735
2,951,781
(2,279,404)

2,124,146
957,184
1,567,634
4,648,964
(805,130)

588,011
1,718
(2,578)
587,151
(1,692,253)

—
74,736
—
74,736
(730,394)

$

For the Nine Months Ended
September 30,
2020
2019
$

4,482,557
2,462,024
2,020,533

$

3,986,985
3,209,536
3,315,245
10,511,766
(8,491,233)

$

588,011
66,304
(17,023)
637,292
(7,853,941) $

18,753,839
6,654,835
12,099,004
6,649,754
2,933,985
5,467,947
15,051,686
(2,952,682)

213,578
—
213,578
(2,739,104)

Three months ended September 30, 2020 compared to the three months ended September 30, 2019
Revenue. Revenue was $1,620,163 for the three months ended September 30, 2020 compared to $5,840,945 for the three months ended September 30, 2019, a decrease
of $4,220,782 or 72.3%. The decrease was driven by the lower number of units sold, reflecting the impact of the COVID19 outbreak, through the third quarter.
COVID19 continued to significantly impact our business in the third quarter of 2020. Whether and to what extent our revenue improves for the fourth quarter of
2020 is largely dependent upon the status of the COVID19 pandemic and the market’s response to the pandemic.
Cost of sales. Cost of sales was $947,786 for the three months ended September 30, 2020 compared to $1,997,111 for the three months ended September 30, 2019, a
decrease of $1,049,326, or 52.5%. The decrease in cost of sales was commensurate with the decrease in sales.

Gross profit. Gross profit was $672,377 for the three months ended September 30, 2020 compared to $3,843,834 for the three months ended September 30, 2019, a
decrease of $3,171,457, or 82.5%. Our overall gross profit percentage was 41.5% in the three months ended September 30, 2020 compared to 65.8% in the
corresponding period in 2019. The decrease in gross profit was mostly due to the decrease in units sold as a result of the COVID19 outbreak while still incurring
fixed compensation costs, depreciation and amortization expenses. Gross margin, as a percentage of revenue, might increase for the fourth quarter of 2020 if we
experience an increase in sales, but any such increase is largely dependent upon the status of the COVID19 pandemic and the market’s response to the pandemic.
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Selling and marketing. Selling and marketing expense was $1,034,170 for the three months ended September 30, 2020 compared to $2,124,146 for the three months
September 30, 2019, a decrease of $1,089,976, or 51.3%. The decrease was primarily attributable to cancellations of trade shows due to COVID19, a decrease in
commission expense due to lower sales and reduced spending on marketing activities.
General and administrative. General and administrative expense was $975,876 for the three months ended September 30, 2020 compared to $957,184 for the three
months ended September 30, 2019 was relatively unchanged.
Research and development. Research and development expense was $941,735 for the three months ended September 30, 2020 compared to $1,567,634 for the three
months ended September 30, 2019, a decrease of $625,899, or 39.9%. The decrease in research and development spending was primarily attributable to entering into
the production phase of the SculpturaTM project.
Other income (expense). Other income was $587,151 for the three months ended September 30, 2020 compared to $74,736 for the three months ended September 30,
2019, an increase of $512,415 or 685.6%. The net increase was primarily attributable to a bargain purchase gain recorded as a result of an acquisition (See Note 2,
Acquisitions, for more information. In addition, we incurred interest expense in connection with our secured credit facility with Silicon Valley Bank and our loan
under the Small Business Administration Paycheck Protection Program, and we received interest income from our cash investments. Interest income decreased due
to the maturing of our investment in debt securities.
Nine months ended September 30, 2020 compared to the nine months ended September 30, 2019
Revenue. Revenue was $4,482,557 for the nine months ended September 30, 2020 compared to $18,753,839 for the nine months ended September 30, 2019, a decrease
of $14,271,282 or 76.1%. Whether, and to what extent, our revenue improves in the fourth quarter of 2020 is largely dependent upon the status of the COVID19
pandemic and the market’s response to the pandemic.
Cost of sales. Cost of sales was $2,462,024 for the nine months ended September 30, 2020 compared to $6,654,835 for the nine months ended September 30, 2019, a
decrease of $4,192,811, or 63.0%. The decrease in cost of sales was commensurate with the decrease in sales.
Gross profit. Gross profit was $2,020,533 for the nine months ended September 30, 2020 compared to $12,099,004 for the nine months ended September 30, 2019, a
decrease of $10,078,471, or 83.3%. Our overall gross profit percentage was 45.1% in the nine months ended September 30, 2020 compared to 64.5% in the
corresponding period in 2019. The decrease in gross profit was mostly due to the decrease in units sold as a result of the COVID19 outbreak while still incurring
fixed compensation costs, depreciation and amortization expenses. Gross margin, as a percentage of revenue, might increase for the fourth quarter of 2020 if we
experience an increase in sales, but any such increase is largely dependent upon the status of the COVID19 pandemic and the market’s response to the pandemic.
Selling and marketing. Selling and marketing expense was $3,986,985 for the nine months ended September 30, 2020 compared to $6,649,754 for the nine months
ended September 30, 2019, a decrease of $2,662,769, or 40.0%. The decrease was primarily attributable to a decrease in tradeshows expense due to cancellations
related to COVID19, a decrease in commission expense due to lower sales and reduced spending on marketing activities.
General and administrative. General and administrative expense was $3,209,536 for the nine months ended September 30, 2020 compared to $2,933,985 for the nine
months ended September 30, 2019, an increase of $275,551, or 9.4%. The net increase in general and administrative expense was primarily due to an increase in bad
debt, onetime severance costs, and insurance expense offset by reductions in travel and headcount.
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Research and development. Research and development expense was $3,315,245 for the nine months ended September 30, 2020 compared to $5,467,947 for the nine
months ended September 30, 2019, a decrease of $2,152,702, or 39.4%. The decrease in research and development spending was primarily attributable to entering into
the production phase of the SculpturaTM project.
Other income (expense). Other income was $637,292 for the nine months ended September 30, 2020 compared to $213,578 for the nine months ended September 30,
2019, an increase of $423,714 or 198.4%. The net increase was primarily attributable to a bargain purchase gain recorded as a result of an acquisition (See Note 2,
Acquisitions, for more information. We incurred interest expense in connection with our secured credit facility with Silicon Valley Bank and our loan under the Small
Business Administration Paycheck Protection Program, and we received interest income from our cash investments. Interest income decreased due to the maturing
of our investment in debt securities.
Financial Condition
Our cash, cash equivalent and investment balance increased to $16,127,085 at September 30, 2020 from $15,489,695 at December 31, 2019, primarily due to cash
provided in financing activities of $966,014.
There were no borrowings under the revolving line of credit at September 30, 2020 or December 31, 2019.
In light of the COVID19 pandemic, we have taken proactive steps to manage our costs and bolster our liquidity. We increased our borrowing availability as a
precautionary measure to preserve financial flexibility due to the current uncertainty in the global markets resulting from the COVID19 pandemic. In addition, we
received a loan under the Small Business Administration Paycheck Protection Program enabled by the CARES Act of 2020 to be used for employee compensation
and facilities costs.
Liquidity and Capital Resources
Overview
Our liquidity position and capital requirements may be impacted by a number of factors, including the following:
●
●
●
●

our ability to generate and increase revenue;
fluctuations in gross margins, operating expenses and net results;
the impact of COVID19; and
fluctuations in working capital.

●

fluctuations in working capital.

Our primary shortterm capital needs, which are subject to change, include expenditures related to:
●
●

expansion of our sales, marketing and distribution activities; and
expansion of our research and development activities.

We regularly evaluate our cash requirements for current operations, commitments, capital requirements and business development transactions, and we may elect to
raise additional funds for these purposes in the future.
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Cash flows
The following table provides a summary of our cash flows for the periods indicated:
For the Nine Months Ended
September 30,
(unaudited)
2020
2019
Net Cash Provided by (Used In):
Operating Activities
Investing Activities
Financing Activities
Total

$

(73,761)
7,134,544
966,014

$

$

8,026,797

$

(2,566,572)
(5,632,621)
2,620,484
(5,578,709)

Cash flows from operating activities
Net cash used in operating activities was $73,761 for the nine months ended September 30, 2020, consisting of a net loss of $7,853,941 partially offset by a decrease
in net operating assets of $7,369,649, and by noncash charges of $410,531. The decrease in net operating assets was primarily due to a decrease in accounts
receivable, partially offset by an increase in inventories, accounts payable and accrued expenses, warranties and deferred revenue. Noncash charges consisted of
gain a on bargain purchase (See Note 2, Acquisitions, for more information, allowance for bad debt, stock compensation expense, depreciation and amortization, and
a warranty provision. Net cash used in operating activities was $2,566,572 for the nine months ended September 30, 2019, primarily reflecting the operating loss and
the increase in accounts receivable and accounts payable and accrued expenses partially offset by an increase in deferred revenue.
Cash flows from investing activities
Net cash provided by investing activities was $7,134,544, mostly due to matured investments of $7,389,407 during the nine months ended September 30, 2020. Net
cash used in investing activities was $5,632,621 for the nine months ended September 30, 2019 due to the purchase of debt securities heldtomaturity of $8,390,137,
partially offset by $3,300,000 for investments matured.
Cash flows from financing activities
Net cash provided by financing activities was $966,014 during the nine months ended September 30, 2020 mostly from a loan of $1,022,785 under the Small Business
Administration Paycheck Protection Program. Net cash provided by financing activities was $2,620,484 during the nine months ended September 30, 2019, mainly
from the exercise of 405,813 warrants.
Indebtedness
Please see Note 5 to the financial statements.
OffBalance Sheet Arrangements
We did not have, during the periods presented, and do not currently have, any offbalance sheet arrangements.
Critical Accounting Policies and Estimates
Our discussion and analysis of our financial condition and results of operations are based on our financial statements, which have been prepared in accordance with
generally accepted accounting principles in the U.S., or GAAP. We have identified certain accounting policies as critical to understanding our financial condition
and results of our operations. For a detailed discussion on the application of these and other accounting policies, see the notes to our financial statements in this
Quarterly Report on Form 10Q and in our Annual Report on Form 10K filed with the Securities and Exchange Commission for the year ended December 31, 2019.
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JOBS Act
We qualify as an “emerging growth company” pursuant to the provisions of the JOBS Act. For as long as we are an “emerging growth company,” we may take
advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not “emerging growth companies,”
including, but not limited to, the auditor attestation requirements of Section 404(b) of the SarbanesOxley Act, reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements, reduced disclosure obligations relating to the presentation of financial statements in Management’s
Discussion and Analysis of Financial Condition and Results of Operations, exemptions from the requirements of holding advisory “sayonpay” votes on executive
compensation, and shareholder advisory votes on golden parachute compensation. We have availed ourselves of the reduced reporting obligations in this Quarterly
Report on Form 10Q, and expect to continue to avail ourselves of the reduced reporting obligations available to emerging growth companies in future filings.
In addition, an emerging growth company can delay its adoption of certain accounting standards until those standards would otherwise apply to private companies.
However, we have chosen to “opt out” of such extended transition period, and as a result, we plan to comply with any new or revised accounting standards on the
relevant dates on which nonemerging growth companies must adopt such standards. Section 107 of the JOBS Act provides that our decision to opt out of the
extended transition period for complying with new or revised accounting standards is irrevocable.
Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.
Item 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Control and Procedures
As of September 30, 2020, the end of the period covered by this Form 10Q, our management, including our Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a15(e) and 15d15(e) under the Securities Exchange Act of 1934).
Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer each concluded that, as of September 30, 2020, the end of the period covered by
this Form 10Q, we maintained effective disclosure controls and procedures.
Changes in Internal Control over Financial Reporting
There have been no significant changes in our internal control over financial reporting during our most recently completed fiscal quarter that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings
The Company is party to certain legal proceedings in the ordinary course of business. The Company assesses, in conjunction with its legal counsel, the need to
record a liability for litigation and related contingencies. See Note 8, Commitments and Contingencies.
Item 1A. Risk Factors
In addition to the other information set forth in this Quarterly Report on Form 10Q, you should carefully consider the factors discussed in Part I, Item 1A. “Risk
Factors” in our Annual Report on Form 10K, as updated in our subsequent quarterly reports. The risks described in our Annual Report on Form 10K and our
subsequent quarterly reports are not the only risks facing us. Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial
also may materially adversely affect our business, financial condition or operating results.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Sales of Unregistered Securities
There were no unregistered sales of securities during the three months ended September 30, 2020.
(b) Use of Proceeds from the Sale of Registered Securities
None.
(c) Purchases of Equity Securities by the Registrant and Affiliated Purchases.
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosure
Not applicable.
Item 5. Other Information
None.
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Item 6. Exhibits
Exhibit No.

Description

31.1

Certification of Joseph C. Sardano, Chairman and Chief Executive Officer of Sensus Healthcare, Inc., Pursuant to Rule 13a14(a) of the Securities
Exchange Act of 1934.

31.2

Certification of Javier Rampolla, Chief Financial Officer of Sensus Healthcare, Inc., Pursuant to Rule 13a14(a) of the Securities Exchange Act of
1934.

32.1

Certification of Joseph C. Sardano, Chairman and Chief Executive Officer of Sensus Healthcare, Inc., Pursuant to 18 U.S.C. Section 1350.

32.2

Certification of Javier Rampolla, Chief Financial Officer of Sensus Healthcare, Inc., Pursuant to 18 U.S.C. Section 1350.

101.INS

XBRL Instance Document

101.SCH

XBRL Taxonomy Extension Schema Document

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB

XBRL Taxonomy Extension Label Linkbase Document

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
SENSUS HEALTHCARE, INC.
Date: November 10, 2020

/s/ Joseph C. Sardano
Joseph C. Sardano
Chief Executive Officer
(Principal Executive Officer)

Date: November 10, 2020

/s/ Javier Rampolla
Javier Rampolla
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)
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EX31.1 2 f10q0920ex311_sensushealth.htm CERTIFICATION
Exhibit 31.1
Certification of CEO Pursuant to Securities Exchange Act
Rule 13a14(a)/15d14(a) as Adopted Pursuant to
Section 302 of the SarbanesOxley Act of 2002
I, Joseph C. Sardano, certify that:
1.

I have reviewed this quarterly report on Form 10Q of Sensus Healthcare, 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 statements
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 13a15(e) and 15d15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a15(f) and 15d15(f) for the registrant and have:

5.

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.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

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 that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

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 the 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 control 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 control over
financial reporting.

Date: November 10, 2020

/s/ Joseph C. Sardano
Joseph C. Sardano
Chairman and Chief Executive Officer
(Principal Executive Officer)

EX31.2 3 f10q0920ex312_sensushealth.htm CERTIFICATION
Exhibit 31.2
Certification of CEO Pursuant to Securities Exchange Act
Rule 13a14(a)/15d14(a) as Adopted Pursuant to
Section 302 of the SarbanesOxley Act of 2002
I, Javier Rampolla, certify that:
1.

I have reviewed this quarterly report on Form 10Q of Sensus Healthcare, 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 statements
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 13a15(e) and 15d15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a15(f) and 15d15(f) for the registrant and have:

5.

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.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

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 that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

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 the 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 control 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 control over
financial reporting.

Date: November 10, 2020

/s/ Javier Rampolla
Javier Rampolla
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

EX32.1 4 f10q0920ex321_sensushealth.htm CERTIFICATION
Exhibit 32.1
Certification of CEO Pursuant to 18 U.S.C. Section 1350
Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, I, Joseph C. Sardano, the Chairman and Chief Executive Officer
of Sensus Healthcare, Inc. (the “Company”), certify that, to my knowledge:
(1) the Quarterly Report for the Company on Form 10Q for the period ended September 30, 2020, as filed with the Securities and Exchange Commission on the date
hereof (this “Report”), fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for
the periods covered therein.
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging or otherwise adopting the signature that
appears in typed form within the electronic version of this written statement, has been provided to the Company and will be retained by the Company and furnished
to the Securities and Exchange Commission or its staff upon request.
/s/ Joseph C. Sardano
Joseph C. Sardano
Chairman and Chief Executive Officer
(Principal Executive Officer)
November 10, 2020

EX32.2 5 f10q0920ex322_sensushealth.htm CERTIFICATION
Exhibit 32.2
Certification of CFO Pursuant to 18 U.S.C. Section 1350
Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, I, Javier Rampolla, the Chief Financial Officer of Sensus
Healthcare, Inc. (the “Company”), certify that, to my knowledge:
(1) the Quarterly Report for the Company on Form 10Q for the period ended September 30, 2020, as filed with the Securities and Exchange Commission on the date
hereof (this “Report”), fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for
the periods covered therein.
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging or otherwise adopting the signature that
appears in typed form within the electronic version of this written statement, has been provided to the Company and will be retained by the Company and furnished
to the Securities and Exchange Commission or its staff upon request.
/s/ Javier Rampolla
Javier Rampolla
Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)
November 10, 2020

