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EXPLANATORY NOTE
Soliton, Inc. (the “Company”) became subject to the filing requirements of Sections 13 and 15(d) of the Securities Exchange Act of
1934, as amended (“Exchange Act”) when its Registration Statement on Form 8-A became effective on February 15, 2019 (the
“Effective Date”). The Company’s Post-Qualification Offering Statement on Form 1-A (File No. 024-10854), filed with the Securities
and Exchange Commission (the “SEC”) on February 13, 2019, as amended (“Form 1-A”), included financial statements for the fiscal
years ended December 31, 2017 and 2016 and for the six month periods ended June 30, 2018 and 2017. This Quarterly Report on Form
10-Q is being filed pursuant to Rule 13a-13 of the Exchange Act, in order to file financial statements for the third fiscal quarter
subsequent to the most recent periods reported in the Form 1-A.
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PART I - FINANCIAL INFORMATION
Item 1.

Financial Statements
SOLITON, INC.
CONDENSED BALANCE SHEETS
(UNAUDITED)
As of
September 30,
December 31,
2018
2017

ASSETS
Current assets:
Cash and cash equivalents
Prepaid expenses and other current assets
Total current assets
Deferred direct issuance costs - proposed offering
Property and equipment, net of accumulated depreciation
Intangible assets, net of accumulated amortization
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable
Accrued liabilities
Dividends payable
Accrued interest
Accrued interest - related party
Convertible notes payable, net
Convertible notes payable - related party
Deferred rent
Total current liabilities
Deferred rent
Total liabilities
Commitments and contingencies
Stockholders’ deficit
Series A preferred stock, $0.001 par value, liquidation value of $1,999,997, 416,666 shares
designated, issued and outstanding
Series B preferred stock, $0.001 par value, liquidation value of $14,000,641, 2,118,100 shares
designated, issued and outstanding
Common stock, $0.001 par value, 100,000,000 authorized, 1,898,056 and 1,820,556 shares
issued and outstanding, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ deficit
Total liabilities and stockholders’ deficit

$

197,975
15,389
213,364
278,212
262,789
83,740
23,283
861,388

$

1,767,713
1,192,718
4,293,260
79,988
916,944
1,756,155
8,422,000
5,950
18,434,728
18,418
18,453,146

$

$

$

$

445,453
853,443
3,333,260
—
295,830
—
6,025,000
—
10,952,986
25,878
10,978,864

417

417

2,118

2,118

1,898
21,795,522
(39,391,713)
(17,591,758)
861,388 $

See accompanying notes to the unaudited condensed financial statements.
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$

18,412
7,746
26,158
—
336,726
92,102
23,283
478,269

1,821
21,031,388
(31,536,339)
(10,500,595)
478,269
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SOLITON, INC.
CONDENSED STATEMENTS OF OPERATIONS
(UNAUDITED)

Revenue

$

Operating expenses:
Research and development
Sales and marketing
Depreciation and amortization expense
General and administrative expenses
Total operating expenses
Loss from operations
Other (expense) income:
Interest expense
Other income
Total other (expense) income
Loss before income taxes
Income tax (expense) benefit
Net loss

Three Months Ended
September 30,
2018
2017
— $
—

$

Nine Months Ended
September 30,
2018
2017
— $
—

1,717,113
109,565
30,028
794,991
2,651,697

717,785
30,198
32,449
720,411
1,500,843

3,804,015
178,115
90,321
2,078,191
6,150,642

3,144,771
77,098
99,048
2,264,506
5,585,423

(2,651,697)

(1,500,843)

(6,150,642)

(5,585,423)

(327,978)
1,054
(326,924)

(102,345)
2,082
(100,263)

(747,492)
2,760
(744,732)

(183,331)
3,414
(179,917)

(2,978,621)
—

(1,601,106)
—

(6,895,374)
—

(5,765,340)
—

$ (2,978,621) $ (1,601,106) $ (6,895,374) $ (5,765,340)

Dividend to series A and B preferred stockholders
Net loss attributable to common stockholders

(320,000)
(320,000)
(960,000)
(960,000)
$ (3,298,621) $ (1,921,106) $ (7,855,374) $ (6,725,340)

Net loss per common share, basic and diluted

$

Weighted average number of common shares outstanding, basic and
diluted

(1.74) $

1,898,056

(1.12) $

1,720,556

See accompanying notes to the unaudited condensed financial statements.
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(4.23) $

1,855,190

(4.01)

1,677,690
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SOLITON, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(UNAUDITED)
Nine Months Ended
September 30,
2018
2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Share-based compensation
Write-down of intangible assets
Amortization of debt discount
Changes in operating assets - (Increase)/Decrease:
Prepaid expenses and other current assets
Changes in operating liabilities - Increase/(Decrease):
Accounts payable
Accrued liabilities
Accrued interest
Accrued interest - related party
Deferred rent
NET CASH USED IN OPERATING ACTIVITIES:

$

90,321
661,205
19,138
44,921

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of convertible notes, net of $163,760 of issuance costs
Proceeds from issuance of convertible notes - related party
Payment of deferred direct issuance costs - proposed offering
NET CASH PROVIDED BY FINANCING ACTIVITIES:

(5,765,340)
99,048
427,902
—
—

(7,643)

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for the purchase of property and equipment
Payments for acquisition of intangibles
NET CASH USED IN INVESTING ACTIVITIES:

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

(6,895,374) $

14,902

1,322,260
339,275
79,988
621,114
(1,510)
(3,726,305)

207,769
104,485
—
183,331
1,853
(4,726,050)

(16,008)
(11,152)
(27,160)

(47,189)
(17,644)
(64,833)

1,814,240
2,397,000

—
5,000,000

(278,212)
3,933,028

—
5,000,000

$

179,563
18,412
197,975

$

209,117
155,892
365,009

Supplemental cash flow disclosures:
Cash paid for interest
Cash paid for income taxes

$
$

—
—

$
$

—
—

Non-cash investing and financing activities:
Accrued preferred dividends
Warrants debt discount on convertible notes

$
$

960,000
103,006

$
$

960,000
—

See accompanying notes to the unaudited condensed financial statements.
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SOLITON, INC.
NOTES TO THE UNAUDITED CONDENSED FINANCIAL STATEMENTS
Note 1 - Description of the Business and Summary of Significant Accounting Policies
Description of the Business
Soliton, Inc. (“Soliton” or the “Company”) was organized under the laws of the State of Delaware on March 27, 2012. The Company
operates in one segment as a medical device company organized to develop and commercialize products utilizing a proprietary Rapid
Acoustic Pulse technology platform. We are a pre-revenue stage company with our first product being developed for the removal of
tattoos.
Going Concern
The Company is an early stage and emerging growth company and has not generated any revenues to date. As such, the Company is
subject to all of the risks associated with early stage and emerging growth companies. Since inception, the Company has incurred losses
and negative cash flows from operating activities. The Company does not expect to generate positive cash flows from operating activities
in the near future.
For the nine months ended September 30, 2018 and 2017, the Company incurred net losses of $6,895,374 and $5,765,340,
respectively, and had net cash flows used in operating activities of $3,726,305 and $4,726,050, respectively. At September 30, 2018, the
Company had an accumulated deficit of $39,391,713, negative working capital of $18,221,364 and cash of $197,975. The Company does
not expect to experience positive cash flows from operating activities in the near future, if at all. The Company anticipates incurring
operating losses for the next several years as it completes the development of its products and seeks requested regulatory clearances to
market such products. These factors raise substantial doubt about the Company's ability to continue as a going concern within one year
after the date the financial statements are issued. The accompanying condensed financial statements have been prepared on a going
concern basis and do not include any adjustments that might be necessary if the Company is unable to continue as a going concern.
On February 19, 2019, the Company consummated its initial public offering (“IPO”). In the IPO, the Company sold a total of
2,172,591 shares of common stock at a purchase price of $5.00 per share for gross proceeds of $10,862,955 and net proceeds of
approximately $9,700,000. In connection with the closing of the IPO, the Company's convertible notes (and related accrued interest) of
$11,784,987 were converted into 6,825,391 shares of the Company's common stock, accrued dividends of $4,773,480 were converted
into 954,696 shares of the Company's common stock and preferred stock, both Series A and Series B, were converted into 2,534,766
shares of the Company's common stock. In addition, 100,000 shares of restricted grants vested in November 2018 and 127,500 shares of
unvested restricted grants were immediately vested upon the completion of the IPO. Total shares of common stock outstanding at the
closing of the IPO amounted to 14,613,000. Upon the closing of the IPO, certain notes were to be automatically converted according to
their terms into the Company’s common stock to the extent and provided that certain holders of these notes are not permitted to convert
such notes to the extent that the holders or any of its affiliates would beneficially own in excess of 4.99% of the Company’s common
stock after such conversion. Due to this 4.99% limitation, principal representing $47,781 of these notes remained outstanding and will be
converted into 273,034 shares of our common stock at such time as the 4.99% limitation continues to be met. The maturity date of these
notes is automatically extended until such date the notes are fully converted and these notes cease to accrue interest and are not repayable
in cash.
The Company estimates its current cash resources, including the approximate $9,700,000 of net proceeds from the IPO is sufficient
to fund its operations into but not beyond February 2020. The Company also recognizes it will need to raise additional capital in order to
continue to execute its business plan, including obtaining regulatory clearance for its products currently under development and
commercializing and generating revenues from products under development. There is no assurance that additional financing will be
available when needed or that management will be able to obtain financing on terms acceptable to the Company. A failure to raise
sufficient capital, generate sufficient product revenues, control expenditures and regulatory matters, among other factors, will adversely
impact the Company’s ability to meet its financial obligations as they become due and payable and to achieve its intended business
objectives. If the Company is unable to raise sufficient additional funds, it will have to scale back its operations.
6
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Basis of Presentation
The accompanying interim financial statements are unaudited. These unaudited interim financial statements have been prepared in
accordance with the rules and regulations of the U.S. Securities and Exchange Commission ("SEC") for interim financial information.
Accordingly, they do not include all the information and footnotes required by U.S. Generally Accepted Accounting Principles
("GAAP") for complete financial statements. These unaudited interim financial statements should be read in conjunction with the audited
financial statements and accompanying notes for the year ended December 31, 2017 as found in the Offering Circular on Form 1-A. In
the opinion of management, the unaudited interim financial statements reflect all the adjustments (consisting of normal recurring
adjustments) necessary to state fairly the Company’s financial position as of September 30, 2018 and the results of operations for the
three and nine months ended September 30, 2018 and 2017. The interim results of operations are not necessarily indicative of the results
that may occur for the full fiscal year. The December 31, 2017 balance sheet included herein was derived from the audited financial
statements, but does not include all disclosures, including notes, required by GAAP for complete financial statements.
Use of Estimates in Financial Statement Presentation
The preparation of these financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. The Company's significant estimates and assumptions include stock-based compensation,
depreciable lives of long-lived assets (including property and equipment and intangible assets), and the valuation allowance related to
deferred taxes. Some of these judgments can be subjective and complex, and, consequently, actual results could differ from those
estimates. Although the Company believes that its estimates and assumptions are reasonable, they are based upon information available
at the time the estimates and assumptions were made. Actual results could differ from those estimates.
Cash and Cash Equivalents
The Company considers all highly liquid accounts with original maturities of three months or less to be cash equivalents. The
Company participates in an insured cash sweep program through its bank that sweeps cash balances exceeding the FDIC insured limit of
$250,000 into multiple accounts. Periodically in the ordinary course of business, the Company may carry cash balances at financial
institutions in excess of the insured limits of $250,000.
7
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Property and Equipment
Property and equipment are stated at historical cost and depreciated on a straight-line basis over the estimated useful lives, generally
three to five years. Leasehold improvements are depreciated over the shorter of the remaining lease term or useful lives of the assets.
Upon disposition of the assets, the costs and related accumulated depreciation are removed from the accounts and any resulting gain or
loss is included in the results of operations. Repairs and maintenance costs are included as expense in the accompanying statement of
operations.
Intangible Assets
Intangible assets include patents and trademarks. Patent related costs in connection with filing and prosecuting patent applications
and patents filed by the Company are expensed as incurred, and are classified as research and development expenses. The Company does
not amortize trademarks with indefinite useful lives; rather, such assets are required to be tested for impairment at least annually or
sooner if events or changes in circumstances indicate that the asset may be impaired.
Long-Lived Assets
The Company evaluates its long-lived assets, including equipment, for impairment whenever events or changes in circumstances
indicate that the carrying value of these assets may not be recoverable. Recoverability of these assets is measured by comparison of the
carrying amount of each asset to the future undiscounted cash flows expected to result from the use of the asset and its eventual
disposition. If the asset is considered impaired, the amount of any impairment is measured as the difference between the carrying value
and the fair value of the impaired assets.
Deferred Rent
Deferred rent is recorded and amortized to the extent the total minimum rental payments allocated to the current period on a straightline basis exceed or are less than the cash payments required.
Convertible Debt
When conversion terms related to convertible debt would be triggered by future events not controlled by the Company, the
Company accounts for the conversion feature as contingent conversion options. Recognition of the intrinsic value of the conversion
option is recognized only upon the occurrence of a triggering event.
Fair Value Measurements
Fair value is defined as the price which would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. A three-tier fair value hierarchy which prioritizes the inputs used in the valuation
methodologies, as follows:
Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to
access at the measurement date.
8
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Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or
indirectly. These might include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets
or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (such as interest
rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally from or corroborated by market data by
correlation or other means.
Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity’s own assumptions
about the assumptions that market participants would use in pricing the assets or liabilities.
At September 30, 2018 and December 31, 2017, the carrying amounts of the Company's financial instruments, including cash and
accounts payable, approximate their respective fair value due to the short-term nature of these instruments.
At September 30, 2018 and December 31, 2017, the Company does not have any assets or liabilities required to be measured at fair
value in accordance with FASB ASC Topic 820, Fair Value Measurement.
Revenue Recognition
Prior to January 1, 2017, revenues were recognized when the four basic criteria for recognition were met: (1) persuasive evidence of
an arrangement exists; (2) delivery has occurred or services have been rendered; (3) consideration is fixed or determinable; and (4)
collectability is reasonably assured. The Company adopted new accounting guidance for revenue recognition effective January 1, 2018
which did not have a material impact on the Company’s financial statements. Beginning from January 1, 2018, revenues are recognized
when control of the promised goods or services is transferred to our customers, in an amount that reflects the consideration we expect to
be entitled to in exchange for those goods or services
Research and Development Expenses
Research and development expenses are recognized as incurred and include the costs related to the Company's various contract
research service providers, suppliers, engineering studies, supplies, outsourced testing and consulting, clinical costs, and salaries and
related costs of employees working directly on research activities.
Stock-Based Compensation
Stock-based compensation expense includes the estimated fair value of equity awards vested during the reporting period. The
expense for equity awards vested during the reporting period is determined based upon the grant date fair value of the award and is
recognized as expense over the applicable vesting period of the stock award using the straight-line method.
9
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Income Taxes
The Company uses the asset and liability method of accounting for income taxes. Under this method, deferred tax assets and
liabilities are determined based on the differences between the financial reporting and the tax bases of reported assets and liabilities and
are measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. The Company must
then assess the likelihood that the resulting deferred tax assets will be realized. A valuation allowance is provided when it is more likely
than not that some portion or all of a deferred tax asset will not be realized. Tax rate changes are reflected in income during the period
such changes are enacted. All of the Company's tax years remain subject to examination by the tax authorities.
Management has evaluated and concluded that there were no material uncertain tax positions requiring recognition in the Company's
financial statement as of September 30, 2018. The Company does not expect any significant changes in the unrecognized tax benefits
within twelve months of the reporting date.
The Company classified interest expense and any related penalties related to income tax uncertainties as a component of income tax
expense. No interest or penalties have been recognized in 2018 and 2017.
Net Loss per Common Share
Basic net loss per common share are computed by dividing net loss available to common stockholders by the weighted-average
number of common shares outstanding during the period. Diluted net loss per common share is determined using the weighted-average
number of common shares outstanding during the period, adjusted for the dilutive effect of common stock equivalents. In periods when
losses are reported, the weighted-average number of common shares outstanding excludes common stock equivalents, because their
inclusion would be anti-dilutive. As of September 30, 2018 and 2017, potentially dilutive securities included options to purchase
2,235,000 and 0 common shares, respectively, preferred stock convertible to 2,534,766 common shares, accrued preferred stock dividend
convertible at a price determined by the Company's Board of Directors (the "Board") (the Company also had the option to pay the
accrued preferred stock dividend in cash), unvested restricted stock of 227,500 and 405,000 shares, respectively, notes and accrued
interest convertible to common shares upon a future financing and warrants to purchase 91,350 and 0 common shares, respectively. On
November 1, 2018, the Company filed an amendment to Article 4 of the Company's Amended and Restated Certificate of Incorporation,
whereby it increased the authorized shares of the Company's common stock to 19,000,000 shares of common stock, $0.001 par value per
share, and 2,534,766 shares of preferred stock, $0.001 par value per share. On February 19, 2019, the Company filed an amendment to
the Company's Amended and Restated Certificate of Incorporation, whereby it, among other items, increased the authorized shares of the
Company's common stock to 100,000,000 shares of common stock, $0.001 par value per share, and eliminated the ability to issue
preferred stock.
JOBS Act Accounting Election
The Company is an emerging growth company ("EGC"), as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS
Act”). The JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies are required to comply with the new or revised financial accounting standards. The JOBS Act provides
that a company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging
growth companies but any such election to opt out is irrevocable. The Company has elected not to opt out of such extended transition
period which means that when a standard is issued or revised and it has different application dates for public or private companies, the
Company, as an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or
revised standard. This may make comparison of the Company’s financial 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 transition period difficult or
impossible because of the potential differences in accounting standards used.
10
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Subsequent Events
The Company’s management reviewed all material events through the date that the financial statements were issued for subsequent
event disclosure consideration. See Note 8 for additional information.
Recent Accounting Standards
In February 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2016-02,
Leases (Topic 842) ("ASU 2016-02"), which establishes a right-of-use (“ROU”) model requiring a lessee to recognize a ROU asset and a
lease liability for all leases with terms greater-than 12 months. Leases will be classified as either finance or operating, with classification
affecting the pattern of expense recognition in the income statement. This guidance is effective, for public EGC companies like the
Company, for fiscal years beginning after December 15, 2019 including interim periods within those fiscal years. A modified
retrospective transition approach is required for leases existing at, or entered into after, the beginning of the earliest comparative period
presented in the financial statements, with certain practical expedients available. The Company is currently evaluating the impact of this
guidance on its financial position, results of operations, and cash flows.
In June 2018, the FASB issued ASU No. 2018-07, Compensation Stock Compensation (Topic 718), Improvements to Non-employee
Share-Based Payment Accounting. This ASU is intended to simplify aspects of share-based compensation issued to non-employees by
making the guidance consistent with the accounting for employee share based compensation. The guidance is effective for the Company
for the fiscal year beginning January 1, 2020. While the exact impact of this standard is not known, the guidance is not expected to have
a material impact on the Company’s financial statements, as non-employee stock compensation is nominal relative to the Company's total
expenses for the nine months ended September 30, 2018.
The Company does not believe that any other recently issued effective standards, or standards issued but not yet effective, if adopted,
would have a material effect on the accompanying financial statements.
Note 2 - Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consisted of the following:
September 30,
2018
$
14,248
1,141
$
15,389

Prepaid insurance
Other receivables
Total prepaid expenses and other current assets
11

December 31,
2017
$
6,300
1,446
$
7,746
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Note 3 - Property and Equipment
Property and equipment consisted of the following:
September 30,
December 31,
2018
2017
$
93,065 $
95,130
244,481
241,377
242,167
242,167
19,893
19,893
11,020
—
610,626
598,567
(347,837)
(261,841)
$
262,789 $
336,726

Computer equipment and software
Research and development equipment
Leasehold improvements
Furniture
Software
Subtotal
Less: accumulated depreciation
Total property and equipment, net

Depreciation expense for the three months ended September 30, 2018 and 2017 was $30,028 and $32,449, respectively. Depreciation
expense for the nine months ended September 30, 2018 and 2017 was $89,945 and $97,805, respectively.
Note 4 - Intangible Assets
Intangible assets consisted of the following:
September 30,
2018
$
—
83,740
83,740
—
$
83,740

Patents
Trademarks
Subtotal
Less: accumulated amortization
Total intangible assets, net

December 31,
2017
$
22,527
72,590
95,117
(3,015)
$
92,102

Amortization expense for the three months ended September 30, 2018 and 2017 was $0. Amortization expense for the nine months
ended September 30, 2018 and 2017 was $376 and $1,243, respectively.
Note 5 - Convertible Notes Payable
On January 18, 2017, the Board approved a note purchase agreement (the "First Note") allowing the Company to sell an aggregate
of $3,000,000 of convertible bridge notes (the "Notes"). The Notes were convertible into either the Company’s preferred or common
stock (depends on the equity securities offered in the equity financing) at 75% of the price paid per share in a subsequent equity financing
where the Company receives gross proceeds of not less than $5,000,000 or at 85% of the per share price determined by dividing the
equity value of the Company that is expected to be available for distribution to the Company’s stockholders by the aggregate number of
the Company’s fully-diluted common shares upon the closing of a sale, liquidation, merger, or change of control of the Company. The
Notes bore interest at 8.25% per annum and initially matured on January 31, 2018, which date was extended as discussed below. At
maturity, the interest rate increased to 12.0% per annum.
12
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The Company closed the initial tranche of the First Note on January 23, 2017 for $1,000,000, followed by a tranche on March 1,
2017 for $1,000,000 and a final tranche on April 27, 2017 for $1,000,000.
On June 19, 2017, the Company entered into the first amendment ("First Amendment") to the First Note to allow for the sale and
issuance of an additional $3,250,000 of Notes up to an aggregated amount of $6,250,000.
The Company closed $1,300,000 on June 19, 2017 under the First Amendment and closed an additional $700,000 on July 17, 2017.
No additional tranches were issued under the First Amendment.
As of September 30, 2018, the total amount of issuance under the First Note and First Amendment amounted to $5,000,000 and were
issued to a single related party, who is a major stockholder of the Company.
On November 1, 2017, the Board approved a second note purchase agreement (the "Second Note") allowing the Company to sell an
aggregate of $1,900,000 of Notes. The Notes were convertible into either the Company’s preferred or common stock (depends on the
equity securities offered in the equity financing) at 75% of the price paid per share in a subsequent equity financing where the Company
receives gross proceeds of not less than $5,000,000 or at 85% of the per share price determined by dividing the equity value of the
Company that is expected to be available for distribution to the Company’s stockholders by the aggregate number of the Company’s
fully-diluted common shares upon the closing of a sale, liquidation, merger, or change of control of the Company. The Notes
bore interest at 8.25% per annum and initially matured on June 29, 2018, which date was extended as discussed below. At maturity, the
interest rate increased to 12.0% per annum.
The Company closed the initial tranche of the Second Note on November 9, 2017 for $400,000, followed by a tranche on December
1, 2017, for $375,000, a third tranche on December 26, 2017 for $250,000, a fourth tranche on January 8, 2018 for $250,000, a fifth
tranche on January 25, 2018 for $250,000 and a final tranche on February 13, 2018 for $375,000 for a total of $1,900,000
On June 29, 2018, the Company and the related party modified the maturity date of the Notes entered into under the First Note and
Second Note to April 30, 2019.
As of September 30, 2018, the total amount of issuance under the Second Note amounted to $1,900,000 and were issued to a single
related party, who is a major stockholder of the Company.
On April 2, 2018, the Board approved a note purchase agreement (the "Third Note"), which was amended on August 10, 2018,
allowing the Company to sell an aggregate of $500,000 of Notes. The Third Note provided that, on the closing date of the IPO, the
outstanding principal and accrued, but unpaid, interest would be converted into common stock at the conversion price of $0.175.
However, certain notes holders are not permitted to convert their notes when the holders or any of its affiliates would beneficially own in
excess of 4.99% of the Company’s common stock after such conversion. The holders of the Company’s outstanding preferred shares
agreed to waive the adjustment to the preferred stock conversion price triggered by the Third Note. The Notes bore interest at 10.0% per
annum and mature on April 2, 2020.
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As of September 30, 2018, the total amount of issuance under the Third Note amounted to $500,000. The Company issued $250,000
to a single related party, who is a major stockholder of the Company, and $250,000 to four non-related party investors.
On April 17, 2018, the Board approved a note purchase agreement (the "Fourth Note") allowing the Company to sell an aggregate of
$3,000,000 of Notes. The Fourth Note provided that on the closing date of the IPO, the outstanding principal and accrued, but unpaid,
interest would be converted into common stock at the conversion price of $1.75. The holders of the Company’s outstanding preferred
shares agreed to waive the adjustment to the preferred stock conversion price triggered by the Fourth Note. The Notes bore interest at
10.0% per annum and mature two years from the Note issuance date.
As of September 30, 2018, the total amount of issuance under the Fourth Note amounted to $3,000,000. The Company issued
$1,272,000 in principal amount of such Notes to related party investors and $1,728,000 to non-related party investors.
The Company incurred issuance costs relating to the Fourth Note in the amount of $163,760, which is being amortized over 24months. At September 30, 2018, the unamortized balance amounted to $136,184.
The Company also issued warrants to purchase 91,350 shares of common stock at a price of $1.75 per share to placement agents in
connection with the Notes issued under the Fourth Note in the amount of $103,006. For additional information, see Note 7. The value of
these warrants is also being amortized over 24-months. At September 30, 2018, the unamortized balance amounted to $85,661.
As of September 30, 2018, the net amount of the Notes for Non-Related Party amounted to $1,756,155.
The following table summarizes convertible notes payable and interest as of September 30, 2018:

First Note
Second Note
Third Note
Fourth Note
Total
Unamortized Discount
Total, Net

Interest Rate
Related Party
PostInitial
Maturity
Principal
Interest
8.25%
12.00% $5,000,000
8.25%
12.00% 1,900,000
10.00%
10.00%
250,000
10.00%
10.00% 1,272,000
$8,422,000 $ 916,944
—
—
$8,422,000 $ 916,944
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Non-Related Party

Total

Principal
Interest
$
—
—
250,000
1,728,000
$1,978,000 $ 79,988
(221,845)
—
$1,756,155 $ 79,988

Principal
Interest
$ 5,000,000
1,900,000
500,000
3,000,000
$10,400,000 $ 996,932
(221,845)
—
$10,178,155 $ 996,932
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Note 6 - Commitments and Contingencies
On April 5, 2012, the Company entered into a Patent and Technology License Agreement with The University of Texas M.D.
Anderson Cancer Center (“MD Anderson”). Pursuant to the agreement, the Company obtained a royalty-bearing, worldwide, exclusive
license to intellectual property including patent rights related to the patents and technology the Company uses. Under the agreement,
Soliton agreed to pay a nonrefundable license documentation fee 30 days after the effective date of the agreement. Additionally, Soliton
agreed to pay a nonrefundable annual maintenance fee starting on the third anniversary of the effective date of the agreement, which
escalates each anniversary. Additionally, the Company agreed to a running royalty percentage of net sales. The Company also agreed to
make certain milestone and sublicensing payments.
MD Anderson has the right to terminate the agreement upon advanced notice in the event of a default by Soliton. The agreement will
expire upon the expiration of the licensed intellectual property. The rights obtained by the Company pursuant to the agreement are made
subject to the rights of the U.S. government to the extent that the technology covered by the licensed intellectual property was developed
under a funding agreement between MD Anderson and the U.S. government. All out-of-pocket expenses incurred by MD Anderson in
filing, prosecuting and maintaining the licensed patents have been and shall continue to be assumed by the Company.
Leases
The Company leases space for its corporate office, which provides for a five-year term beginning on July 15, 2015, for rent
payments of $8,053 per month. Total rent expense under this office space lease arrangement for each of the three months ended
September 30, 2018 and 2017 was $24,157 and for the nine months ended September 30, 2018 and 2017 was $65,108 and $72,473,
respectively.
Future minimum lease payments as of September 30, 2018 were as follows:
Year Ending December, 31
2018
2019
2020
Thereafter
Total future minimum lease payments

$

$

Amount
25,164
103,737
108,429
36,668
273,998

Legal Proceedings
In the normal course of business, from time-to-time, the Company may be subject to claims in legal proceedings. However, the
Company does not believe it is currently a party to any pending legal actions. Notwithstanding, legal proceedings are subject-to inherent
uncertainties, and an unfavorable outcome could include monetary damages, and in such event, could result in a material adverse impact
on the Company's business, financial position, results of operations, or cash flows.
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Note 7 - Stockholders’ Deficit
Preferred Stock
The Company was authorized to issue 2,534,766 shares of preferred stock with a par value of $0.001 per share with such designation,
rights, and preferences as may be determined from time-to-time by the Company's Board.
As of September 30, 2018 and December 31, 2017, there were 416,666 Series A preferred stock and 2,118,100 Series B preferred
stock issued and outstanding.
The Series A preferred stock has the following features:
1.

Dividends accrue at a rate of 8% per annum based on $4.80 per Series A preferred share, the dividends are cumulative but noncompounding and payable upon the Company’s voluntary or involuntary liquidation, dissolution or winding up, the exercise of
conversion rights of the holder, the declaration by the Company’s Board, upon a closing of the sale of the Company’s common
shares to the public at a price of at least $24.00 per share with at least $50,000,000 of gross proceeds and the common shares
listed on the New York Stock Exchange or NASDAQ Capital Market, and upon conversion of at least 50.1% of the issued and
outstanding Series A preferred stock. The Company has the option to pay the dividend in cash or by issuing common stock.

2.

A liquidation right preferable over the right of the Company’s common stock.

3.

Each share of the Series A preferred stock has one voting right.

4.

Each share of the Series A preferred stock is convertible by the holder, at any time, into shares of common stock equal to $4.80
divided by a conversion price, initially set at $4.80. The conversion price is adjustable upon certain events.

The Series B preferred stock has similar rights as Series A preferred stock except that the dividends are based on $6.61 per Series B
preferred share and Series B preferred stock is convertible into common stock at a rate of $6.61 divided by a conversion price initially set
at $6.61. As of September 30, 2018 and December 31, 2017, accrued dividends for preferred stock were $4,293,260 and $3,333,260,
respectively. At September 30, 2018, the conversion price for the Series A and Series B preferred stock were $4.80 and $6.61,
respectively. The holder of the Series A and Series B preferred stock has agreed to convert the preferred stock into common stock upon
the completion of the Company's IPO. The holders of the Company’s outstanding shares of preferred stock agreed to waive the
adjustment to the conversion price of the preferred stock upon the issuances of the Third and Fourth Note.
All outstanding shares of Series A and Series B preferred stock and accrued dividends on these shares were converted into common
stock upon the Company’s IPO on February 14, 2019. The Company amended its articles of incorporation on February 19, 2019 to no
longer have preferred shares authorized under the amended articles of incorporation.
Adoption of 2012 Long Term Incentive Plan
In November 2012, the Company’s Board and stockholders adopted the 2012 Long Term Incentive Plan (the “2012 Stock Plan”).
The 2012 Stock Plan is designed to enable the Company to offer employees, officers, directors and consultants, as defined, an
opportunity to acquire a proprietary interest in the Company. The types of awards that may be granted under the 2012 Stock Plan include
stock options, stock appreciation rights, restricted stock, and other stock-based awards subject to limitations under applicable law. All
awards are subject to approval by the Company’s Board. The 2012 Stock Plan reserves shares of common stock for issuance in
accordance with the 2012 Stock Plan’s terms. Total number of shares reserved and available for issuance under the plan is 789,745
shares. As of September 30, 2018, 14,745 shares remained available for grant under the 2012 Stock Plan.
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Adoption of 2018 Stock Plan
In June 2018, the Company’s Board and stockholders adopted the 2018 Stock Plan. The 2018 Stock Plan is designed to enable the
Company to offer employees, officers, directors and consultants, as defined, an opportunity to acquire a proprietary interest in the
Company. The types of awards that may be granted under the 2018 Stock Plan include stock options, stock appreciation rights, restricted
stock, and other stock-based awards subject to limitations under applicable law. All awards are subject to approval by the Company’s
Board. The 2018 Stock Plan reserves shares of common stock for issuance in accordance with the 2018 Stock Plan’s terms. Total number
of shares reserved and available for issuance under the plan is 3,000,000 shares. As of September 30, 2018, 780,000 shares remained
available for grant under the 2018 Stock Plan.
Restricted Stock
During the three and nine months ended September 30, 2018 and 2017, the Company recorded $142,634 and $427,902, respectively,
in stock-based compensation for the restricted shares previously issued. During the nine months ended September 30, 2018 and 2017,
77,500 shares vested each period and at September 30, 2018, 227,500 shares remain to vest. As of September 30, 2018, unamortized
expense related to the restricted stock grant was $370,101.
All unvested restricted stock grants at September 30, 2018 vested immediately upon the Company’s IPO on February 14, 2019.
Stock Options
The following table summarizes stock option activities for the nine months ended September 30, 2018:

Outstanding, December 31, 2017
Granted
Exercised
Canceled
Outstanding, September 30, 2018

Number of
Shares
15,000
2,220,000
—
—
2,235,000

Exercisable, September 30, 2018

3,750

Weighted
Average
Exercise Price
$
0.13
1.75
—
—
$
1.74
$

0.13

Weighted
Average
Remaining Life
(in Years)
9.75

Aggregate
Intrinsic Value
$
—

9.69

$

23,100

9.01

$

5,775

During the nine months ended September 30, 2018, the Company granted its employees 2,220,000 options to purchase the
Company’s common stock with an exercise price of $1.75 per share, for a term of 10 years, and a vesting period of 4 years. The options
have an aggregated grant date fair value of $2,694,567 that was calculated using the Black-Scholes option-pricing model. Variables used
in the Black-Scholes option-pricing model include: (1) discount rate of 2.77% based on the daily yield curve rates for U.S. Treasury
obligations, (2) expected life of 6.25 years based on the simplified method provided in Staff Accounting Bulletin, (3) expected volatility
range from 84.5% to 84.7% based on the historical volatility of comparable companies' stock, (4) no expected dividends and (5) fair
market value of the Company's stock at $1.67 per share which value was determined by the Company's Board after reviewing and
considering, among other factors, a valuation report issued by an independent appraisal firm.
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All options issued and outstanding are being amortized over their respective vesting periods. The unrecognized compensation
expense at September 30, 2018 was $2,492,402. During the three months ended September 30, 2018 and 2017, the Company recorded
option expense of $171,327 and $0, respectively. During the nine months ended September 30, 2018 and 2017, the Company recorded
option expense of $233,303 and $0, respectively.
Warrants
On April 20, 2018, the Company issued warrants to purchase 79,350 shares of common stock at an exercise price of $1.75. The
warrants expire on April 20, 2023. The warrants were issued to a placement agent in connection with notes issued under the Fourth Note.
On June 8, 2018, the Company issued warrants to purchase 12,000 shares of common stock at an exercise price of $1.75. The
warrants expire on June 8, 2023. The warrants were issued to a placement agent in connection with notes issued under the Fourth Note.
The grant date fair value of these 91,350 warrants was $103,006, which was determined utilizing the Black-Scholes option pricing
model. Variables used in the Black-Scholes option-pricing model include (1) discount rate of 2.8% based on the daily yield curve rates
for U.S. Treasury obligations, (2) expected term of 5 years based on the simplified method provided in Staff Accounting Bulletin, (3)
expected volatility of 84% based on the historical volatility of comparable companies' stock, (4) no expected dividends, and (5) fair
market value of the Company's stock at $1.67 per share which value was determined by the Company's Board after reviewing and
considering, among other factors, a valuation report issued by an independent appraisal firm.
The fair value amount was included in discounts on convertible notes payable and being amortized over the life of the convertible
notes payable. At September 30, 2018, the unamortized balance amounted to $85,661.
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During the three and nine months ended September 30, 2018, the Company recorded amortization expense related to these warrants
of $10,643 and $17,345, respectively.
The following table summarizes warrant activities for the nine months ended September 30, 2018:

—

Weighted
Average
Exercise Price
$
—

Weighted
Average
Remaining
Contractual
Term (in Years)
—

$

—

Granted
Exercised
Canceled
Outstanding, September 30, 2018

91,350
—
—
91,350

$

1.75
—
—
1.75

4.57

$

—

Exercisable, September 30, 2018

91,350

$

1.75

4.57

$

—

Number of
Shares
Outstanding, December 31, 2017

Aggregate
Intrinsic
Value

Note 8 - Subsequent Events
On August 7, 2018, the Company's Board authorized it to commence a new offering for up to $485,000 10% non-convertible
promissory notes, which were accompanied by a five-year warrant to purchase one share of Common stock with an exercise price of
$1.75 per share for each dollar in principal amount of notes purchased (collectively, the "Fifth Note") that can be exercised (i) at any time
on or after the issuance of the notes and (ii) on or prior to the close of business on the five-year anniversary of the issuance of the notes.
Mr. Klemp, Dr. Capelli, Ms. Bisson and other members of management collectively purchased $125,000 of such notes and warrants. The
principal and interest on the Fifth Note was due on the earlier of one-year from the date of issuance or upon successful completion of the
IPO.
On August 31, 2018, the Company's Board approved a $200,000 increase to the Fifth Note authorized on August 7, 2018. On
December 21, 2018, the Company's Board approved an additional $300,000 increase to the Fifth Note authorized on August 7, 2018 up to
a maximum of $985,000. From October 2018 to February 2019, the Company issued $125,000 and $860,000 of the Fifth Note to related
parties and non-related parties, respectively. On February 15, 2019, the Company paid $1,005,039 in principal and interest to the note
holders to repay the Fifth Note in full.
On November 1, 2018, the Company filed an amendment to its certificate of incorporation to increase the authorized shares of the
Company's common stock to 19,000,000 shares of common stock, $0.001 par value per share, and 2,534,766 shares of preferred stock,
$0.001 par value per share. On February 19, 2019, the Company amended its articles of incorporation to no longer have preferred shares
authorized and increased the authorized shares of common stock to 100,000,000.
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In January 2019, Mr. Klemp, Dr. Capelli, Mr. Tanner, Ms. Bisson and one other individual agreed to the extinguishment of about
$484,000 in deferred compensation which had been earned through September 30, 2018, and which was to be repaid out of the
proceeds from this offering. In recognition of this extinguishment, on February 5, 2019, the Company granted the same parties an
aggregate of 401,750 options to purchase common stock with an exercise price of $1.75 per share and a term of 10 years. These options
vest in four installments over the next year.
On February 19, 2019, the Company consummated its IPO. In the IPO, the Company sold a total of 2,172,591 shares of common
stock at a purchase price of $5.00 per share for gross proceeds of $10,862,955 and net proceeds of approximately $9,700,000. In
connection with the closing of the IPO, the Company's convertible notes (and related accrued interest) of $11,784,987 were converted
into 6,825,391 shares of the Company's common stock, accrued dividends of $4,773,480 were converted into 954,696 shares of the
Company's common stock and preferred stock, both Series A and Series B, were converted into 2,534,766 shares of the Company's
common stock. In addition, 100,000 shares of restricted grants vested in November 2018 and 127,500 shares of unvested restricted grants
were immediately vested upon the completion of the IPO. Total shares of common stock outstanding at the closing of the IPO amounted
to 14,613,000. Upon the closing of the IPO, certain notes were to be automatically converted according to their terms into the Company’s
common stock to the extent and provided that certain holders of these notes are not permitted to convert such notes to the extent that the
holders or any of its affiliates would beneficially own in excess of 4.99% of the Company’s common stock after such conversion. Due to
this 4.99% limitation, principal representing $47,781 of these notes remained outstanding and will be converted into 273,034 shares of
our common stock at such time as the 4.99% limitation continues to be met. The maturity date of these notes is automatically extended
until such date the notes are fully converted and these notes cease to accrue interest and are not repayable in cash.
On February 25, 2019, the Company finalized employment agreements with Walter Kemp, Christopher Capelli, Joe Tanner and Lori
Bisson and included these employment agreements as Exhibits herein in this report on Form 10-Q.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion and analysis of our financial condition and results of operations in conjunction with the
financial statements and the related notes appearing elsewhere in this Form 10-Q. This discussion contains forward-looking statements
reflecting our current expectations that involve risks and uncertainties. See our Post-Qualification Amendment to the Offering Statement
dated February 13, 2019, under "Risk Factors", available on the SEC's EDGAR website at www.sec.gov, for a discussion of the
uncertainties, risks and assumptions associated with these statements. Actual results and the timing of events could differ materially from
those discussed in our forward-looking statements as a result of many factors, including those set forth under “Risk Factors” and
elsewhere in this Form 10-Q.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain statements contained in this quarterly report on Form 10-Q are forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”). In some cases, you can identify these statements by forward-looking words such as “may,” “might,” “should,” “would,”
“could,” “expect,” “plan,” “anticipate,” “intend,” “believe,” “estimate,” “predict,” “potential” or “continue,” and the negative of these
terms and other comparable terminology. However, the absence of these words or similar expressions does not mean that a statement is not
forward-looking. These forward-looking statements, which are subject to known and unknown risks, uncertainties and assumptions about
us, may include projections of our future financial performance based on our growth strategies and anticipated trends in our business.
These statements are only predictions based on our current expectations and projections about future events. There are important factors
that could cause our actual results, level of activity, performance or achievements to differ materially from the results, level of activity,
performance or achievements expressed or implied by the forward-looking statements. In particular, you should consider the numerous
risks and uncertainties described in our Post-Qualification Amendment to the Offering Statement dated February 13, 2019, under "Risk
Factors", available on the SEC's EDGAR website at www.sec.gov, and a copy may also be obtained by contacting the Company.
While we believe we have identified material risks, these risks and uncertainties are not exhaustive. Moreover, we operate in a very
competitive and rapidly changing environment. New risks and uncertainties emerge from time to time, and it is not possible to predict all
risks and uncertainties, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements.
Although we believe the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results,
level of activity, performance or achievements. Moreover, neither we, nor any other person assumes responsibility for the accuracy or
completeness of any of these forward-looking statements. You should not rely upon forward-looking statements as predictions of future
events. All forward-looking statements made in this Form 10-Q speak only as of the date of this report. We are under no duty to update
any of these forward-looking statements after the date of this Form 10-Q to conform our prior statements to actual results or revised
expectations, and we do not intend to do so.
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Forward-looking statements include, but are not limited to, statements about:
•

our ability to obtain additional funding to commercialize RAP for tattoo removal, develop the RAP device for other indications
and develop our dermatological technologies;

•

the need to obtain regulatory approval for our Generation 1 RAP device, and the potential to obtain an additional approval when
we modify the Generation 1 RAP device to become our Generation 2 device before our initial market launch and to become our
Generation 3 device before our nationwide launch;

•

the success of our future clinical trials;

•

compliance with obligations under our intellectual property license with MD Anderson;

•

market acceptance of the RAP device;

•

competition from existing products or new products that may emerge;

•

potential product liability claims;

•

our dependency on third-party manufacturers to supply or manufacture our products;

•

our ability to establish or maintain collaborations, licensing or other arrangements;

•

our ability and third parties’ abilities to protect intellectual property rights;

•

our ability to adequately support future growth; and

•

our ability to attract and retain key personnel to manage our business effectively.
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Overview
We are a medical technology company focused on developing and commercializing products utilizing our proprietary designed
acoustic shockwave technology platform referred to as Rapid Acoustic Pulse ("RAP"). We are a pre-revenue stage company with our first
product currently being developed for the removal of tattoos. Our product will need to receive clearance from the Food and Drug
Administration ("FDA"), in order to be marketed in the United States. We expect to submit our filing for premarket clearance approval
with the FDA in the first quarter of 2019. We also intend to secure regulatory approval in numerous international markets and are currently
developing a regulatory strategy for these markets.
Our business model anticipates generating revenue from the sale of our RAP console to dermatologists, plastic surgeons, and other
physician offices, as well as medi-spas under the supervision of a doctor. More importantly, we expect recurring revenues will be
generated by the sale of disposable cartridges that are utilized with each patient visit and treatment. Finally, we believe additional
revenues will result from maintenance services to our customers. Our system comprises a control unit with a hand piece and our
consumable treatment cartridges, which are designed to allow a physician to perform a single office visit involving multiple laser passes
on an average-sized tattoo. In simple terms, we expect this to translate into approximately one treatment cartridge per patient, per visit.
Our ongoing research and development activities are primarily focused on obtaining FDA clearance for our system and then
developing our system and treatment head for tattoo removal procedures. In addition to these development activities related to tattoo
removal, we are exploring additional uses of RAP technology for the dermatology, plastic surgery, and aesthetic markets, as well as new
methods for improving the safety and efficacy of laser-based devices.
The medical technology and aesthetic product markets are highly competitive and dynamic and are characterized by rapid and
substantial technological development and product innovations. We will compete with many other technologies for consumer demand.
Further, the aesthetic industry in which we will operate is particularly vulnerable to economic trends. The decision to undergo a procedure
from our systems will be driven by consumer demand. Procedures performed using our systems are elective procedures, the cost of which
must be borne by the patient and are not reimbursable through government or private health insurance. In times of economic uncertainty or
recession, individuals often reduce the amount of money that they spend on discretionary items, including aesthetic procedures. The
general economic difficulties being experienced and the lack of availability of consumer credit for some of our customers' patients could
adversely affect the markets in which we will operate.
Recent Developments
On July 10, 2018, we commenced our first proof of concept trial for the reduction of cellulite. We enrolled five patients who each
received one treatment on one thigh and three treatments separated by three weeks on the other thigh. The proof of concept trial is ongoing, as additional treatments are planned, and as such, results have not been finalized.
On February 19, 2019, we consummated our initial public offering (“IPO”). In the IPO, we sold a total of 2,172,591 shares of
common stock at a purchase price of $5.00 per share for gross proceeds of $10,862,955 and net proceeds of approximately $9,700,000. In
connection with the closing of the IPO, our convertible notes (and related accrued interest) of $11,784,987 were converted into 6,825,391
shares of our common stock, accrued dividends of $4,773,480 were converted into 954,696 shares of our common stock and preferred
stock, both Series A and Series B, were converted into 2,534,766 shares of our common stock. In addition, 100,000 shares of restricted
grants vested in November 2018 and 127,500 shares of unvested restricted grants were immediately vested upon the completion of the
IPO. Total shares of common stock outstanding at the closing of the IPO amounted to 14,613,000. Upon the closing of the IPO, certain
notes were to be automatically converted according to their terms into our common stock to the extent and provided that certain holders of
these notes are not permitted to convert such notes to the extent that the holders or any of its affiliates would beneficially own in excess of
4.99% of our common stock after such conversion. Due to this 4.99% limitation, principal representing $47,781 of these notes remained
outstanding and will be converted into 273,034 shares of our common stock at such time as the 4.99% limitation continues to be met. The
maturity date of these notes is automatically extended until such date the notes are fully converted and these notes cease to accrue interest
and are not repayable in cash.
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Results of Operations for the Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017
Below is a summary of the results of operations for the three months ended September 30, 2018 and 2017:
Three Months Ended
September 30,
2017
$ Change

2018
Operating expenses
Research and development
Sales and marketing
Depreciation and amortization
General and administrative
Total operating expenses

$

$

1,717,113
109,565
30,028
794,991
2,651,697

$

$

717,785
30,198
32,449
720,411
1,500,843

$

$

999,328
79,367
(2,421)
74,580
1,150,854

% Change
139.22 %
262.82 %
(7.46)%
10.35 %
76.68 %

Research and development. Research and development ("R&D") expenses increased by $999,328 compared to the same period in
2017, primarily due to increases in contract engineering expenses of $838,922, salaries and related expenses of $86,782, which are largely
due to personnel expenses being allocated more to R&D in the current period than in the prior period, clinical trial expenses of $29,444,
and license and other expenses of $72,793. These increases were primarily offset by decreases in animal research expenses of $28,613.
The overall increase in R&D costs reflects our transition from pure research to more development related activities.
Sales and marketing. Sales and marketing ("S&M") expenses increased by $79,367 compared to the same period in 2017, primarily
due to increases in expenses related to social media development of $64,950 and our Scientific Advisory Board ("SAB") and the related
cost of meetings with this group and other advisors of $14,417. We include our SAB fees in S&M because they primarily advise on our
product launch and marketing decisions related to dermatologists and prospective patients.
General and administrative. General and administrative ("G&A") expenses increased by $74,580 compared to same period in 2017.
This increase was primarily due to increases in membership expenses of $2,518, IT related expenses of $27,263, accounting and other
professional expenses of $25,532, investor relations expenses of $22,539 and non-cash expenses related to the granting of stock options of
$171,330. These increases were primarily offset by decreases in salaries and related expenses of $151,792, travel and related expenses of
$19,732 and other expenses of $3,078.
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Results of Operations for the Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017
Below is a summary of the results of operations for the nine months ended September 30, 2018 and 2017:
Nine Months Ended
September 30,
2017
$ Change

2018
Operating expenses
Research and development
Sales and marketing
Depreciation and amortization
General and administrative
Total operating expenses

$

$

3,804,015
178,115
90,321
2,078,191
6,150,642

$

$

3,144,771
77,098
99,048
2,264,506
5,585,423

$

$

659,244
101,017
(8,727)
(186,315)
565,219

% Change
20.96 %
131.02 %
(8.81)%
(8.23)%
10.12 %

Research and development. R&D expenses increased by $659,244 compared to the same period in 2017, primarily due to increases in
contract engineering expenses of $821,149, salaries and related expenses of $189,104, which are largely due to personnel expenses being
allocated more to R&D in the current period than in the prior period, and license and other expenses of $97,224. These increases were
offset by decreases in animal research expenses of $203,099 and clinical trial expenses of $245,134.
Sales and marketing. S&M expenses increased by $101,017 compared to the same period in 2017, primarily due to an increase in
expenses related to social media development of $108,500 offset by decreases in our SAB and other conference related expenses of
meetings of $7,483. We include our SAB fees in S&M because they primarily advise on our product launch and marketing decisions
related to dermatologists and prospective patients.
General and administrative. G&A expenses decreased by $186,315 compared to same period in 2017 primarily due to decreases in
salaries and related expenses of $357,236, primarily due to the accrual of bonuses in the first quarter of 2017 that was forgiven in 2018,
travel expenses of $140,323, which were higher in the prior year due to the clinical trials that were being conducted in that period,
requiring significant travel to the trial site, and other expenses of $30,071. These decreases were primarily offset by an increase in stock
compensation expenses of $233,305, driven primarily by the increase in expenses related to the granting of stock options, membership
expenses of $14,763, IT expenses of $55,390, investor relations expenses of $22,539 and accounting and other professional expenses of
$15,318.
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Liquidity and Capital Resources
Since our inception, and prior to our IPO, we have financed our operations through private placements of common stock, convertible
preferred stock, convertible and non-convertible bridge notes. On September 30, 2018, we had $197,975 of cash and cash equivalents.
On February 19, 2019, we consummated our IPO. In the IPO, we sold a total of 2,172,591 shares of common stock at a purchase price
of $5.00 per share for gross proceeds of $10,862,955 and net proceeds of approximately $9,700,000. In connection with the closing of the
IPO, our convertible notes (and related accrued interest) of $11,784,987 were converted into 6,825,391 shares of our common stock,
accrued dividends of $4,773,480 were converted into 954,696 shares of our common stock.
We expect to continue to invest in our research and development efforts to support our current initiatives. We will not generate
revenue until our commercial RAP units are cleared by the FDA and sold.
We estimate our current cash resources, including the approximate $9,700,000 of net proceeds from the IPO is sufficient to fund our
operations into but not beyond February 2020. We also recognizes we will need to raise additional capital in order to continue to execute
our business plan, including obtaining regulatory clearance for our products currently under development and commercializing and
generating revenues from products under development. There are no assurances that additional financing will be available when needed or
that management will be able to obtain financing on terms acceptable to us. A failure to raise sufficient capital, generate sufficient product
revenues, control expenditures and regulatory matters, among other factors, will adversely impact our ability to meet our financial
obligations as they become due and payable and to achieve our intended business objectives. If we are unable to raise sufficient additional
funds, we will have to scale back our operations.
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Summary of Cash Flows
The following table summarizes our cash flows for the nine months ended September 30, 2018 and 2017, respectively:
For the nine months ended September 30,
2018
2017
$
(3,726,305) $
(4,726,050)
(27,160)
(64,833)
3,933,028
5,000,000
$
179,563 $
209,117

Net cash used in operating activities
Net cash used in investing activities
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash Flows for the nine months ended September 30, 2018 and 2017

Operating activities. Net cash used in operating activities was $3,726,305 during the nine months ended September 30, 2018, and
consisted of a net loss of $6,895,374, which was offset by a net change in operating assets and liabilities of $2,353,484 and by non-cash
items of $815,585. The significant items in the change in operating assets included an increase in prepaid expenses of $7,643 offset by a
net increase in liabilities of $2,361,127, including an increase in accounts payable of $1,322,260, accrued liabilities of $339,275, accrued
interest, related party and non-related party, of $701,102 and a decrease in deferred rent of $1,510. The increase in accounts payable was
largely due to extended payment terms established with several vendors during our IPO process. The increase in accrued liabilities was
driven primarily by salary deferrals for management of $323,906 that was enacted to conserve operating cash. The increase in accrued
interest-related party is due to the issuance of the related party convertible notes and the calculation of interest thereon. Non-cash items
consisted of depreciation and amortization expense of $90,321, amortization of deferred financing costs of $44,921, impairment of
intangible assets of $19,138 and stock-based compensation of $661,205.
Net cash used in operating activities was $4,726,050 during the nine months ended September 30, 2017, and consisted of a net loss of
$5,765,340, which was offset by a net change in operating assets and liabilities of $512,340 and by non-cash items of $526,950. The
significant items in the change in operating assets included a decrease in prepaid expenses and other assets of $14,902 offset by increases
in liabilities, including accrued liabilities of $104,485, accounts payable of $207,769, accrued interest-related party of $183,331 and
deferred rent of $1,853. The increase in accrued interest-related party is due to the issuance of the related party convertible notes and the
calculation of interest thereon. Non-cash items consisted of depreciation and amortization expense of $99,048 and stock-based
compensation of $427,902.
Investing activities. Net cash used in investing activities for the nine months ended September 30, 2018 was $27,160 compared to
$64,833 for the same comparable period in 2017. For the nine months ended September 30, 2018 and 2017, $16,008 and $47,189,
respectively, was utilized towards the purchase of property and equipment as a result of the investment in our research equipment and
office and research facilities. We invested $11,152 and $17,644 towards the acquisition of intangibles in the same periods in 2018 and
2017, respectively.
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Financing activities. Net cash provided by financing activities during the nine months ended September 30, 2018 was $3,933,028 and
consisted of the proceeds from the issuance of convertible notes - related party and non-related party for $2,397,000 and $1,978,000,
respectively. In addition, $163,760 was a use of cash for debt issuance costs related to the issuance of the convertible notes non-related
party and $278,212 was a use of cash for financing cost related to our IPO. Net cash provided by financing activities for the nine months
ended September 30, 2017 was related to $5,000,000 convertible note issuances to a related party.
Contractual Obligations and Commitments
On April 5, 2012, we entered into a Patent and Technology License Agreement with The University of Texas M.D. Anderson Cancer
Center (“MD Anderson”). Pursuant to the agreement, we obtained a royalty-bearing, worldwide, exclusive license to intellectual property
including patent rights related to the patents and technology we use. Under the agreement, we agreed to pay a nonrefundable license
documentation fee 30 days after the effective date of the agreement. Additionally, we agreed to pay a nonrefundable annual maintenance
fee starting on the third anniversary of the effective date of the agreement, which escalates each anniversary. Additionally, we agreed to a
running royalty percentage of net sales. We also agreed to make certain milestone and sublicensing payments.
MD Anderson has the right to terminate the agreement upon advanced notice in the event of a default by Soliton. The agreement will
expire upon the expiration of the licensed intellectual property. The rights obtained by us pursuant to the agreement are made subject to
the rights of the U.S. government to the extent that the technology covered by the licensed intellectual property was developed under a
funding agreement between MD Anderson and the U.S. government. All out-of-pocket expenses incurred by MD Anderson in filing,
prosecuting and maintaining the licensed patents have been and shall continue to be assumed by us.
Lease Commitments
We lease space for our corporate office, which provides for a five-year term beginning on July 15, 2015, for rent payments of $8,053
per month. Rent expense for non-cancellable operating leases with scheduled rent increases will be recognized on a straight-line basis over
the lease term.
Future minimum lease payments under the operating leases as of September 30, 2018 were as follows:
Year Ending December, 31
2018
2019
2020
Thereafter
Total future minimum lease payments

$

$
28

Amount
25,164
103,737
108,429
36,668
273,998
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Purchase Commitments
As of September 30, 2018, we had no non-cancellable purchase obligations to contract manufacturers and suppliers.
Unrecognized Tax Benefits
As of September 30, 2018, we have not recorded a provision for income taxes in our financial statements as we have been in a loss
position since inception and we cannot be more certain than not that we will be able to recognize the income tax benefit from our NOL
carry forward in the future.
Off-balance Sheet Arrangements
As of September 30, 2018, we did not have any relationships with unconsolidated entities or financial partnerships, such as entities
often referred to as structured finance or special purpose entities, established for the purpose of facilitating off-balance sheet arrangements
or other contractually narrow or limited purposes.
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Item 3.

Quantitative and Qualitative Disclosures About Market Risk

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are not required to provide the information
required under this item.
Item 4.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures and Changes in Internal Control over Financial Reporting
We maintain a set of disclosure controls and procedures designed to ensure that material information required to be disclosed in our
filings under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms and that material information is accumulated and communicated to our management, including our Chief Executive Officer
(“CEO”) and Chief Financial Officer (“CFO”), as appropriate, to allow timely decisions regarding required disclosures.
Under the supervision, and with the participation of our management, including our CEO and CFO, we conducted an evaluation of the
effectiveness, as of September 30, 2018, of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended, or the Exchange Act. Based upon such evaluation, our CEO and CFO have concluded that,
as of September 30, 2018, our disclosure controls and procedures were not effective. Disclosure controls and procedures include, without
limitation, controls and procedures designed to ensure that information required to be disclosed by an issuer in the reports that it files or
submits under the Exchange Act is accumulated and communicated to the issuer’s management, including its principal executive officer or
officer and principal financial officer, or persons performing similar functions, as appropriate to allow timely decisions regarding required
disclosure.
Based on the evaluation, our management concluded that our material weaknesses in the form of (i) lack of segregation of duties; (ii)
the limitations of our financial accounting system; and (iii) the absence of internal staff with extensive knowledge of SEC financial and
GAAP reporting. As a result of the lack of executive finance and accounting personnel within the Company, internal controls related to
preparation and review of the Company’s financial statements and related disclosures were not adequate.
To address these concerns, our management has reassessed its finance staffing needs and taken steps to begin to add adequate staffing
and resources for the financial reporting process by hiring a Corporate Controller at the corporate office. Additional experienced personnel
will be hired in the accounting and finance department, as it becomes economically feasible and sustainable, at the corporate office. New
procedures were implemented and internal controls are continually being documented surrounding the month end financial closing and
financial reporting processes to ensure proper and thorough review of journal entries, account reconciliations and financial statements.
Accordingly, we believe that the financial statements included in this report fairly present, in all material respects, our financial condition,
results of operations and cash flows for the periods presented.
Other than as described above, there has been no change in our internal control over financial reporting during our most recent
calendar quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1.

Legal Proceedings

From time to time in the ordinary course of our business, we may be involved in legal proceedings, the outcomes of which may not be
determinable. The results of litigation are inherently unpredictable. Any claims against us, whether meritorious or not, could be time
consuming, result in costly litigation, require significant amounts of management time and result in diversion of significant resources. We
are not able to estimate an aggregate amount or range of reasonably possible losses for those legal matters for which losses are not
probable and estimable. We have insurance policies covering potential losses where such coverage is cost effective.
We are not at this time involved in any legal proceedings that we believe could have a material effect on our business, financial
condition, results of operations or cash flows.
Item 1A.

Risk Factors

In addition to the other information set forth in this report, you should carefully consider the factors discussed in the section entitled
“Risk Factors” in our Post-Qualification Amendment to the Offering Statement dated February 13, 2019, with the SEC, which are
incorporated herein by reference. The risks described in the Offering Circular are not the only risks facing our company. 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 and/or operating results. There have been no material changes to our risk factors from those set forth in the Offering
Circular.
Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

We closed the initial tranche of the August 7, 2018 Fifth Note on October 19, 2018, for $207,346. The principal and interest on the
Fifth Note was due on the earlier of one-year from the date of issuance or upon successful completion of our IPO. For each dollar in
principal amount of notes purchased by investors, we issued the investors a five-year warrant to purchase one share of common stock at an
exercise price of $1.75 per share that can be exercised (i) at any time on or after the issuances of the Fifth Note and (ii) on or prior to the
close of business on the five-year anniversary of the issuances of the Fifth Note. Mr. Klemp, Dr. Capelli, Ms. Bisson and other members
of management collectively purchased $125,000 of such notes and warrants.
The issuance of the above notes and warrants was exempt from registration under the Securities Act in reliance upon Section 4(a)(2)
of the Securities Act or Regulation D promulgated thereunder, and the issuance of the options was exempt from registration under the
Securities Act in reliance upon Rule 701.
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Item 3.

Defaults Upon Senior Securities

None.
Item 4.

Mine Safety Disclosures

Not applicable.
Item 5.

Other Information

As discussed in our Form 1-A, we stated that we intended to enter into employment agreements with our named executive officers
upon the closing of our IPO on the following terms: (i) Mr. Klemp - base salary: $200,000; cash bonus target for 2019: 50%; option grant
value target for 2019: $750,000; (ii) Dr. Capelli - base salary: $425,000; cash bonus target for 2019: 35%; option grant value target for
2019: $750,000; (iii) Ms. Bisson - base salary: $265,000; cash bonus target for 2019: 38%; option grant value target for 2019: $450,000;
and (iv) Mr. Tanner - base salary: $250,000; cash bonus target for 2019: 36%; option grant value target for 2019: $350,000.
On February 25, 2019, we entered into employment agreements with each of the foregoing named executive officers. Each
employment agreement provides for an initial term of one year, which will be automatically renewed for additional one-year terms unless
either party chooses not to renew the employment agreement. The employment agreements provide for an initial base salary, cash bonus
target, and option grant value target in accordance with the above disclosure set forth in our Form 1-A. Notwithstanding the targeted bonus
and option amounts, the final determination on the amount of the bonus or option grant, if any, will be made by the Compensation
Committee of the Board of Directors, based on criteria established by the Compensation Committee.
Pursuant to the employment agreements, if the named executive officer is terminated at our election without “cause” (as defined in the
employment agreement), or by the named executive officer for “good reason” (as defined in the employment agreement), the named
executive officer shall be entitled to receive severance payments equal to twelve months base salary, with respect to Mr. Klemp and Dr.
Capelli, and nine months base salary, with respect to Ms. Bisson and Mr. Tanner, and, in each case, a pro rata portion of the target bonus,
if any, for the year in which such termination occurs. Pursuant to the employment agreements, the named executive officers agreed not to
compete with us until twelve months after the termination of their employment, with respect to Mr. Klemp and Dr. Capelli, and nine
months after termination of their employment, with respect to Ms. Bisson and Mr. Tanner.
On February 26, 2019, our Board of Directors approved the following policy for compensating our independent members of the
Board:
●

Each independent director shall receive annual cash compensation of $35,000. In addition, the chair person of the Audit
Committee, Compensation Committee and Nominating and Governance Committee shall receive an annual compensation of
$15,000, $10,000 and $7,500, respectively; the other members of such committees shall receive an annual compensation of
$7,500, $5,000 and $5,000, respectively. In addition, since the independent directors had not received any compensation during
2018, the Board approved a one-time cash payment to each independent director of $25,000.

●

Upon the initial appointment (or election) of independent directors to the Board, the director will be issued a 10-year option to
purchase 30,000 shares of our common stock, under our incentive stock plan, with four-year annual vesting and an exercise
price equal the closing price of our common stock on the date of the appointment (or election). Since our current independent
directors received such a grant upon joining, no additional option grants were made to such directors.

●

Annually, on the date of our annual meeting, each independent director that is re-elected at the annual meeting will be issued,
upon a motion and approval of the Board of Directors, a 10-year option to purchase 15,000 shares of our common stock, under
our incentive stock plan, with a one-year vesting period and an exercise price equal the closing price of our common stock on
the date of the annual meeting.
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Item 6.

Exhibits
INDEX TO EXHIBITS

Exhibit
Number
10.1*
10.2*
10.3*
10.4*
31.1*
31.2*
32.1*(1)
32.2*(1)
101.INS*
101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*
*

Description
Employment Agreement by and between Soliton, Inc. and Walter Kemp, effective February 25, 2019
Employment Agreement by and between Soliton, Inc. and Christopher Capelli, effective February 25, 2019
Employment Agreement by and between Soliton, Inc. and Joe Tanner, effective February 25, 2019
Employment Agreement by and between Soliton, Inc. and Lori Bisson, effective February 25, 2019
Certification of the Principal Executive Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of
1934.
Certification of the Principal Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of
1934.
Certification of the Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.
Certification of the Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
XBRL Instance Document
XBRL Taxonomy Extension Schema Document
SXRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Document

Filed herewith.

(1) The certifications on Exhibit 32 hereto are deemed not “filed” for purposes of Section 18 of the Exchange Act or
otherwise subject to the liability of that Section. Such certifications will not be deemed incorporated by reference into
any filing under the Securities Act or the Exchange Act.
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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.
SOLITON, INC.
SIGNATURE
/s/ Christopher Capelli
Christopher Capelli
/s/ Lori Bisson
Lori Bisson

TITLE

DATE

Chief Executive Officer, President and Director
(principal executive officer)

March 1, 2019

Chief Financial Officer and Executive Vice-President
(principal financial and accounting officer)

March 1, 2019
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Exhibit 10.1
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
This AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Agreement”) is entered into as of February 25, 2019
(the “Effective Date”), by and between Soliton, Inc., a Delaware corporation (the “Company”) having its principal place of business at
5304 Ashbrook Drive, Houston, Texas 77081, and Walter Klemp (“ Executive”), and the Company and the Executive collectively
referred to herein as the “Parties”).
WITNESSETH:
WHEREAS, the Executive previously served as the Company’s Executive Chairman of the Board (“Chairman”) pursuant to that
certain Executive Employment Agreement, dated as of November 19, 2014, between the Executive and the Company (the “First
Employment Agreement”);
WHEREAS, the Company and Executive now both desire to amend and restate the First Employment Agreement in favor of this
Agreement for Company to employ Executive as the Company’s Executive Chairman of the Board (“Chairman”) commencing as of the
Effective Date, and the Parties desire to enter into this Agreement embodying the terms of such employment;
NOW, THEREFORE, in consideration of the premises and the mutual covenants and promises of the Parties contained herein,
the Parties, intending to be legally bound, hereby agree as follows:
1 .
Term. The term of employment under this Agreement (the “Term”) shall be for a one-year period commencing on the
Effective Date and shall be automatically extended for an additional one-year period on the one-year anniversary of the Effective Date
and each subsequent anniversary thereof, unless and until the Company or Executive provides written notice to the other party not less
than ninety (90) days before such anniversary date that such party is electing not to extend the Term, in which case the Term shall end
at the expiration of the Term as last extended, unless sooner terminated as set forth below. Following any such notice by the Company
of its election not to extend the Term, Executive may terminate his employment at any time prior to the expiration of the Term by giving
written notice to the Company at least thirty (30) days prior to the effective date of termination, and upon the earlier of such effective
date of termination or the expiration of the Term, Executive shall be entitled to receive the same severance benefits as are provided
upon a termination of employment by the Company without Cause as described in Section 7(a). If upon the expiration of the Term due
to nonrenewal and neither Party has terminated Executive’s employment with the Company, Executive shall remain an at-will employee
of the Company, provided that Executive’s employment shall not be covered by this Agreement (except for the applicable restrictive
covenant provisions, which shall survive termination of this Agreement in all cases).
2.

Title and Job Duties.

(a)
Subject to the terms and conditions set forth in this Agreement, the Company agrees to employ Executive as
Chairman. Executive shall report directly to the Board.

(b)
Executive accepts such employment and agrees during the Term to devote ten hours of his weekly business and
professional time and energy to the Company, and agrees faithfully to perform his duties and responsibilities in an efficient, trustworthy
and business-like manner. Executive also agrees that the the Board shall determine from time to time such other duties as may be
assigned to Executive. Executive agrees to carry out and abide by such directions of the the Board. Executive’s principal place of
employment shall be the principal offices of the Company currently located in Houston, Texas; provided, however, that Executive
understands and agrees that Executive will be required to travel from time to time for business reasons.
(c)
Without limiting the generality of the foregoing, Executive agrees to notify the Company, on a timely basis in the
event that he renders services of a business or commercial nature on his own behalf or on behalf of any other person, firm, or
corporation, for consideration in excess of $50,000, during his employment hereunder. As used herein, “ Person” means an individual,
corporation, partnership, joint venture, limited liability company, unincorporated organization, trust, association or other entity.
3.

Salary and Additional Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary (“Base Salary”) of $200,000 in accordance
with the Company’s normal payroll procedures. The Compensation Committee of the Board of Directors of the Company (the “ Board”)
shall review the Executive’s Base Salary no less than annually and may increase (but not decrease) such Base Salary during the Term.
(b)
Annual Bonus. For each compensation year during the Term and commencing with the 2019 compensation year,
Executive will be entitled to receive an annual cash bonus (the “Annual Bonus”), payable with respect to each compensation year
completed during the Term, within ninety (90) days of the completion of such compensation year. The final determination on the
amount, if any, of the Annual Bonus will be made by, and in the sole discretion of the Compensation Committee (or the Board, if such
committee has been dissolved), based on goals and objectives approved by the Compensation Committee of the Board (or the Board, if
such committee has been dissolved). The target Annual Bonus for the 2019 compensation year will be 50% of Base Salary. The term
“compensation year” shall mean the Company’s fiscal year.
( c ) Annual Option Grant. For each compensation year during the Term and commencing with the 2018/2019
compensation year, Executive will be entitled to receive an annual option grant (the “Annual Grant”), payable with respect to each
compensation year of the Term, within ninety (90) days of the completion of such compensation year, provided Executive is employed
by the Company on such date. The final determination on the amount, if any, of the Annual Grant will be made by, and in the sole
discretion of the Compensation Committee (or the Board, if such committee has been dissolved), based on goals and objectives
approved by the Compensation Committee of the Board (or the Board, if such committee has been dissolved). The target Annual Grant
for the 2018/2019 compensation year will be $750,000. The Annual Grant shall have a term of ten years and shall vest in four (4) equal
installments on each of the succeeding four anniversary dates of the date of grant, provided Executive remains continuously employed
by Company through each such vesting date. The Annual Grant shall be made pursuant to the Soliton, Inc. 2018 Stock Plan, and shall in
all respects be subject to the terms and conditions of such plan.
2

Expenses. In accordance with Company policy, the Company shall reimburse Executive for all reasonable association fees,
professional related expenses (certifications, licenses and continuing professional education) and business expenses properly and
necessarily incurred and paid by Executive in the performance of his duties under this Agreement, upon presentment of detailed receipts
in the form required by the Company’s policy. Notwithstanding the foregoing, all expenses must be promptly submitted for
reimbursement by the Executive. In no event shall any reimbursement be paid by the Company after the end of the calendar year
following the calendar year in which the expense is incurred by the Executive.
4.

Benefits.

(a) Vacation and Sick Leave. Executive shall be entitled to four (4) weeks of vacation per year and six (6) days of sick
leave per year, in accordance with the Company’s applicable policies.
(b)
Health Insurance and Other Plans. Executive shall be eligible to participate in the Company’s medical, dental and
other employee benefit programs, if any, that are provided by the Company for its employees at Executive’s level in accordance with
the provisions of any such plans, as the same may be in effect from time to time.
5.

Termination.
(a)

Termination at the Company’s Election.

( i ) For Cause. Executive’s employment may be terminated during the Term by the Company at any time for
Cause (as defined below) upon written notice to Executive given pursuant to Section 12 of this Agreement. For purposes of this
Agreement, “Cause” shall mean that Executive: (A) pleads “guilty” or “no contest” to, or is convicted of an act which is defined as a
felony under federal or state law, or is indicted or formally charged with acts involving criminal fraud or embezzlement; (B) engages in
conduct that constitutes gross negligence or willful misconduct, other than as a result of any Disability; (C) engages in substantiated
fraud, misappropriation or embezzlement against the Company; (D) engages in any inappropriate or improper conduct that causes
material harm to the reputation of the Company; or (E) materially breaches any term of this Agreement. To the extent any act or claim
allegedly giving rise to Cause may be cured, the Company shall provide Executive with written notice within thirty (30) days of the first
instance of the act or claim allegedly giving rise to Cause and Executive shall have thirty (30) days to cure such act or claim. For
purposes of this provision, no act or failure to act on the part of Executive shall be considered “willful” unless it is done, or omitted to
be done, by Executive in bad faith or without reasonable belief that Executive’s action or omission was in the best interests of Company.
Any act, or failure to act, based upon authority given pursuant to a resolution duly adopted by the Board or upon the advice of counsel
for Company shall be conclusively presumed to be done, or omitted to be done, by Executive in good faith and in the best interests of
Company.
3

( i i ) Upon Disability. If a Disability (as defined below) of Executive has occurred, the Company may give to
Executive written notice of its intention to terminate Executive’s engagement. In such event, Executive’s engagement shall terminate
effective on the 30th day after receipt of such notice by Executive (the “Disability Effective Date”), provided that, within thirty (30)
days after such receipt, Executive shall not have returned to full-time performance of Executive’s duties. For purposes of this
Agreement, “Disability” shall mean Executive is entitled to receive long-term disability benefits under Company’s long-term disability
plan, or if there is no such plan, Executive’s inability, due to physical or mental incapacity, to substantially perform his duties and
responsibilities under this Agreement for one hundred eighty (180) days out of any three hundred sixty-five (365) day period or one
hundred twenty (120) consecutive days; provided however, in the event Company temporarily replaces Executive, or transfers
Executive’s duties or responsibilities to another individual on account of Executive’s inability to perform such duties due to a mental or
physical incapacity which is, or is reasonably expected to become, a Disability, then Executive’s employment shall not be deemed
terminated by Company. To the extent the Company does not have a long-term disability plan, any question as to the existence of
Executive’s Disability as to which Executive and Company cannot agree shall be determined in writing by a qualified independent
physician mutually acceptable to Executive and Company. If Executive and Company cannot agree as to a qualified independent
physician, each shall appoint such a physician and those two physicians shall select a third who shall make such determination in
writing. The determination of Disability made in writing to Company and Executive shall be final and conclusive for all purposes of this
Agreement.
(iii) Upon Death or Without Cause. The Company may terminate Executive’s employment at any time during the
Term: (A) upon Executive’s death or (B) with thirty (30) days prior written notice, at any time Without Cause for any or no reason.
(b)
Termination at Executive’s Election; Good Reason Termination . Notwithstanding anything contained elsewhere in
this Agreement to the contrary, Executive may terminate his employment hereunder at any time and for any reason, upon thirty (30)
days’ prior written notice given pursuant to Section 12 of this Agreement (“ Voluntary Resignation ”), provided that upon notice of
resignation, the Company may terminate Executive’s employment immediately and pay Executive thirty (30) days’ Base Salary in lieu
of notice. Furthermore, the Executive may terminate this Agreement for “Good Reason,” which shall be deemed to exist: (i) if the Board,
or the board of directors or managers of any successor entity of the Company, removes the Executive as the Chairman of the Company;
(ii) if the Company requires Executive, without Executive’s consent, to be based at any office located more than 40 miles from the
Company’s current headquarters in Houston, Texas; (iii) if there is a material reduction of Executive’s Base Salary below the amount
specified in Section 3(a), other than a general reduction in Base Salary that affects all similarly situated employees of Company in
substantially the same proportions; (iv) if Executive is assigned any duties materially inconsistent with the duties or responsibilities of
the Chairman of the Company as contemplated by this Agreement or any other action by the Company that results in a material
diminution in such position, authority, duties, or responsibilities, excluding an isolated, insubstantial, and inadvertent action not taken in
bad faith; or (v) a material breach by the Company of this Agreement, or any other agreement entered into between the Company and
Executive. Good Reason shall not exist hereunder unless the Executive provides notice in writing to the Company of the existence of a
condition described above within a period not to exceed ninety (90) days of Executive learning of the facts that give rise to the claim of
Executive’s intent to terminate for Good Reason, and with respect to subsection (v) of this section, to the extent such material breach
may be cured, the Company does not remedy the condition within thirty (30) days of receipt of such notice.
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(c)
Termination in General. If Executive’s employment with the Company terminates for any reason, the Company will
pay or provide to Executive: (i) any unpaid Base Salary through the date of employment termination, (ii) any unpaid Annual Bonus for
the compensation year prior to the compensation year in which the termination occurs (payable at the time the bonuses are paid to
employees generally), (iii) any accrued but unused vacation or paid time off in accordance with the Company’s policy, (iv)
reimbursement for any unreimbursed business expenses incurred through the termination date, to the extent reimbursable in accordance
with Section 4, and (v) all other payments or benefits (if any) to which Executive is entitled under the terms of any benefit plan or
arrangement.
6.

Severance.

(a)
Subject to Section 7(b) below, if Executive’s employment is terminated prior to the end of the Term by the
Company without Cause (and for other than death or Disability) or by Executive for Good Reason, Executive shall be entitled to receive
a severance payment equal to (i) twelve months of Executive’s Base Salary, and (ii) a pro rata portion of the target Annual Bonus for the
compensation year in which such termination occurs. Such severance payment shall be made in a single lump sum sixty (60) days
following such termination, provided the Executive has executed and delivered to the Company, and has not revoked a general release
of the Company, its parents, subsidiaries and affiliates and each of its officers, directors, employees, agents, successors and assigns, and
such other persons and/or entities as the Company may determine, in a form reasonably acceptable to the Company. Such general
release shall be delivered on or about the date of termination and must be executed within twenty-one (21) days of delivery of the
release.
(b)
If Executive's employment is terminated prior to the end of the Term by the Company without Cause (and for other
than Disability) or by Executive for Good Reason, and if Executive is eligible for and elects to continue to participate in the Company’s
medical and dental benefit programs pursuant to COBRA and applicable state continuation laws and regulations, the Company will
continue to pay the same portion of Executive's medical and dental insurance premiums under COBRA as during active employment
(for Executive and eligible spouse and dependents) until the earlier of: (1) twelve months from Executive's termination of employment;
or (2) the date Executive is eligible for medical and/or dental insurance benefits from another employer.
(c)
Notwithstanding the foregoing, (i) any payment(s) of “nonqualified deferred compensation” (within the meaning of
Section 409A of the Code and the regulations and official guidance issued thereunder (“Section 409A”)) that is/are required to be made
to Executive hereunder as a “specified employee” (as defined under Section 409A) as a result of such employee’s “separation from
service” (within the meaning of Section 409A) shall be delayed for the first six (6) months following such separation from service (or, if
earlier, the date of death of the specified employee) and shall instead be paid upon expiration of such six (6) month delay period; and
(ii) for purposes of any such payment that is subject to Section 409A, if the Executive’s termination of employment triggers the
payment of “nonqualified deferred compensation” hereunder, then the Executive will not be deemed to have terminated employment
until the Executive incurs a “separation from service” within the meaning of Section 409A.
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7.

Confidentiality Agreement; Inventions .

(a)
Executive understands that during the Term he may have access to unpublished and otherwise confidential
information both of a technical and non-technical nature, relating to the business of the Company and any of its parents, subsidiaries,
divisions, affiliates (collectively, “Affiliated Entities”), or clients, including without limitation any of their actual or anticipated
business, research or development, any of their technology or the implementation or exploitation thereof, including without limitation
information pertaining to patent formulations, vendors, prices, costs, materials, processes, codes, material results, technology, system
designs, system specifications, materials of construction, trade secrets and equipment designs, including information disclosed to the
Company by others under agreements to hold such information confidential (collectively, the “Confidential Information”). Executive
agrees to observe all Company policies and procedures concerning such Confidential Information. Executive further agrees not to
disclose or use, either during his employment or at any time thereafter, any Confidential Information for any purpose, including without
limitation any competitive purpose, unless authorized to do so by the Company in writing, except that he may disclose and use such
information when necessary in the performance of his duties for the Company. Executive’s obligations under this Agreement will
continue with respect to Confidential Information, whether or not his employment is terminated, until such information becomes
generally available from public sources through no action of Executive. Notwithstanding the foregoing, however, (i) Executive shall be
permitted to disclose Confidential Information as may be required by a subpoena or other governmental order, provided that he first
notifies promptly the Company of such subpoena, order or other requirement and allows the Company the opportunity to obtain a
protective order or other appropriate remedy, and (ii) nothing herein shall prohibit Executive from reporting a suspected violation of law
to any governmental or regulatory agency and cooperating with such agency, or from receiving a monetary recovery for information
provided to such agency, or making disclosures that are otherwise protected under applicable law or regulation. The Company
acknowledges that Confidential Information does not include, and Executive’s obligations of confidence do not apply to, that which was
already known to Executive, prior to becoming affiliated with the Company in any capacity, including but not limited to, as an officer,
director, employee or consultant to the Company, or which is now publicly available or which becomes publicly available in the future
other than by breach of this Agreement by Executive, or which is disclosed to Executive by third parties under no obligation of
confidence to the Company.
(b)
During Executive’s employment, upon the Company’s request, or upon the termination of his employment for any
reason, Executive will promptly deliver to the Company all documents, records, files, notebooks, manuals, letters, notes, reports,
customer and supplier lists, cost and profit data, e-mail, apparatus, computers, cell phones, tablets, hardware, software, drawings, and
any other material of the Company or any of its Affiliated Entities or clients, including all materials pertaining to Confidential
Information developed by Executive or others, and all copies of such materials, whether of a technical, business or fiscal nature, whether
on the hard drive of a laptop or desktop computer, in hard copy, disk or any other format, which are in Executive’s possession, custody
or control.
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(c)
Executive will promptly disclose to the Company any idea, invention, discovery or improvement, whether
patentable or not (“Creations”), conceived or made by him alone or with others at any time during his employment, whether pursuant to
this Agreement or pursuant to any prior employment or consulting agreement. Executive agrees that the Company owns all such
Creations, conceived or made by Executive alone or with others at any time during his employment, and Executive hereby assigns and
agrees to assign to the Company all rights he] has or may acquire therein and agrees to execute any and all applications, assignments and
other instruments relating thereto which the Company deems necessary or desirable. These obligations shall continue beyond the
termination of his employment with respect to Creations and derivatives of such Creations conceived or made during his employment
with the Company. Executive understands that the obligation to assign Creations to the Company shall not apply to any Creation which
is developed entirely on his own time without using any of the Company’s equipment, supplies, facilities, and/or Confidential
Information unless such Creation (a) relates in any way to the Company’s business or to the current or anticipated research or
development of the Company or any of its Affiliated Entities, as evidenced by written documentation; or (b) results in any way from his
work at the Company.
(d)
Executive will not assert any rights to any invention, discovery, idea or improvement relating to the business of the
Company or any of its Affiliated Entities or to his duties hereunder as having been made or acquired by Executive prior to his work for
the Company, except for the matters, if any, described in Appendix A to this Agreement.
(e)
During the Term, if Executive incorporates into a product or process of the Company or any of its Affiliated Entities
anything listed or described in Appendix A, the Company is hereby granted and shall have a non-exclusive, royalty-free, irrevocable,
perpetual, worldwide license (with the right to grant and authorize sublicenses) to make, have made, modify, use, sell, offer to sell,
import, reproduce, distribute, publish, prepare derivative works of, display, perform publicly and by means of digital audio transmission
and otherwise exploit as part of or in connection with any product, process or machine.
(f)
Executive agrees to cooperate fully with the Company, both during and after his employment with the Company,
with respect to the procurement, maintenance and enforcement of copyrights, patents, trademarks and other intellectual property rights
(both in the United States and foreign countries) relating to such Creations. Executive shall sign all papers, including, without
limitation, copyright applications, patent applications, declarations, oaths, formal assignments, assignments of priority rights and powers
of attorney, which the Company may deem necessary or desirable in order to protect its rights and interests in any Creations. Executive
further agrees that if the Company is unable, after reasonable effort, to secure Executive’s signature on any such papers, any officer of
the Company shall be entitled to execute such papers as his agent and attorney-in-fact and Executive hereby irrevocably designates and
appoints each officer of the Company as his agent and attorney-in-fact to execute any such papers on his behalf and to take any and all
actions as the Company may deem necessary or desirable in order to protect its rights and interests in any Creations, under the
conditions described in this paragraph.
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8 .
Non-solicitation; non-competition. (a) Executive agrees that, during the Term and until twelve months after the
termination of his employment, Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, employ
or actively solicit for employment any employee of the Company or any of its Affiliated Entities, or anyone who was an employee of
the Company or any of its Affiliated Entities within the six (6) months prior to the termination of Executive’s employment, or induce
any such employee to terminate his or her employment with the Company or any of its Affiliated Entities.
(b)
Executive further agrees that, during the Term and until twelve months after the termination of his employment,
Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, without the express written consent of
an authorized representative of the Company, (i) perform services within the Territory (as defined below) for any Competing Business
(as defined below), whether as an employee, consultant, agent, contractor or in any other capacity, (ii) hold office as an officer or
director or like position in any Competing Business, or (iii) request any present or future customers of the Company or any of its
Affiliated Entities to curtail or cancel their business with the Company or any of its Affiliated Entities. These obligations will continue
for the specified period regardless of whether the termination of Executive’s employment was voluntary or involuntary or with or
without Cause or for any other reason.
(c)
“Competing Business” means any corporation, partnership or other entity or person (other than the Company) which
is engaged (a) in the development, manufacture, marketing, distribution or sale of, or research directed to the development,
manufacture, marketing, distribution or sale of medical or aesthetic solutions or devices in the following markets: tattoo-removal, the
reduction of cellulite, improvement of skin laxity, reduction of subcutaneous fat, or (b) in any other business activity carried on or
planned to be carried on by the Company or any subsidiaries of the Company during the Term.
(d)
“Territory” shall mean (i) the United States, and (ii) any foreign jurisdiction in which the Company or any
subsidiary of the Company is then conduting clinical trials, providing services or products, or marketing its services or products (or
engaged in active discussions to provide such services).
(e)
Executive agrees that in the event a court determines the length of time or the geographic area or activities
prohibited under this Section 9 are too restrictive to be enforceable, the court shall reduce the scope of the restriction to the extent
necessary to make the restriction enforceable. In furtherance and not in limitation of the foregoing, the Company and the Executive
each intend that the covenants contained in this Section 9 shall be deemed to be a series of separate covenants, one for each and every
state, territory or jurisdiction of the United States and any foreign country set forth therein. If, in any judicial proceeding, a court shall
refuse to enforce any of such separate covenants, then such unenforceable covenants shall be deemed eliminated from the provisions
hereof for the purpose of such proceedings to the extent necessary to permit the remaining separate covenants to be enforced in such
proceedings.
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9.
Representation and Warranty. The Executive hereby acknowledges and represents that he has had the opportunity to
consult with legal counsel regarding his rights and obligations under this Agreement and that he fully understands the terms and
conditions contained herein. Executive represents and warrants that Executive has provided the Company a true and correct copy of any
agreements that purport: (a) to limit Executive’s right to be employed by the Company; (b) to prohibit Executive from engaging in any
activities on behalf of the Company; or (c) to restrict Executive’s right to use or disclose any information while employed by the
Company. Executive further represents and warrants that Executive will not use on the Company’s behalf any information, materials,
data or documents belonging to a third party that are not generally available to the public, unless Executive has obtained written
authorization to do so from the third party and provided such authorization to the Company. In the course of Executive’s employment
with the Company, Executive is not to breach any obligation of confidentiality that Executive has with third parties, and Executive
agrees to fulfill all such obligations during Executive’s employment with the Company. Executive further agrees not to disclose to the
Company or use while working for the Company any trade secrets belonging to a third party.
10.
Injunctive Relief. Without limiting the remedies available to the Company, Executive acknowledges that a breach of
any of the covenants contained in Sections 8 and 9 above may result in material irreparable injury to the Company for which there is no
adequate remedy at law, that it will not be possible to measure precisely damages for such injuries and that, in the event of such a breach
or threat thereof, the Company shall be entitled, without the requirement to post bond or other security, to obtain a temporary restraining
order and/or injunction restraining Executive from engaging in activities prohibited by this Agreement or such other relief as may be
required to specifically enforce any of the covenants in Sections 8 and 9 of this Agreement.
11.
Notice. Any notice or other communication required or permitted to be given to the Parties shall be deemed to have
been given if either personally delivered, or if sent for next-day delivery by nationally recognized overnight courier, and addressed as
follows:
(a)

If to Executive, to:
Walter Klemp_
1973 West Clay___
Houston, TX 77019

(b)

If to the Company, to:
Soliton, Inc.
5304 Ashbrook Drive
Houston, Texas 77081
Attention: President

1 2 .
Severability. If any provision of this Agreement is declared void or unenforceable by a court of competent
jurisdiction, all other provisions shall nonetheless remain in full force and effect.
1 3 .
Withholding. The Company may withhold from any payment that it is required to make under this Agreement
amounts sufficient to satisfy applicable withholding requirements under any federal, state or local law.
14.
Indemnification/D&O Insurance. The Company shall purchase and maintain director and officer liability insurance
on such terms and providing such coverage as the Board determines is appropriate from time-to-time, and the Executive shall be
covered by such insurance, pursuant to the terms of the applicable plan(s) and policy(ies), to the same extent as similarly situated
officers and directors of the Company.
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15.
Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Texas, without regard to the conflict of laws provisions thereof. Any action, suit or other legal proceeding that is
commenced to resolve any matter arising under or relating to any provision of this Agreement shall be submitted to the exclusive
jurisdiction of any state or federal court in Harris County, Texas.
16.
Waiver. The waiver by either Party of a breach of any provision of this Agreement shall not be or be construed as a
waiver of any subsequent breach. The failure of a Party to insist upon strict adherence to any provision of this Agreement on one or more
occasions shall not be considered a waiver or deprive that Party of the right thereafter to insist upon strict adherence to that provision or
any other provision of this Agreement. Any such waiver must be in writing, signed by the Party against whom such waiver is to be
enforced.
17.
Assignment. This Agreement is a personal contract and Executive may not sell, transfer, assign, pledge or hypothecate
his rights, interests and obligations hereunder. Except as otherwise herein expressly provided, this Agreement shall be binding upon and
shall inure to the benefit of Executive and his personal representatives and shall inure to the benefit of and be binding upon the
Company and its successors and assigns, including without limitation, any corporation or other entity into which the Company is
merged or which acquires all or substantially all of the assets of the Company.
18.
Entire Agreement. This Agreement (together with Appendix A hereto) embodies all of the representations, warranties,
covenants, understandings and agreements between the Parties relating to Executive’s employment with the Company. No other
representations, warranties, covenants, understandings, or agreements exist between the Parties relating to Executive’s employment.
This Agreement shall supersede all prior agreements, written or oral, relating to Executive’s employment. This Agreement may not be
amended or modified except by a writing signed by the Parties.
[Signature page follows]
10

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed and delivered on the date first written above.
SOLITON, INC.

By: /s/ Christopher Capelli
Name: Christopher Capelli
Title:
Chief Executive Officer, President
Agreed to and Accepted:
/s/ Walter Klemp
Date: February 25, 2019
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APPENDIX A

12

Exhibit 10.2
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
This AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Agreement”) is entered into as of February 25, 2019
(the “Effective Date”), by and between Soliton, Inc., a Delaware corporation (the “Company”) having its principal place of business at
5304 Ashbrook Drive, Houston, Texas 77081, and Christopher Capelli (“ Executive”), and the Company and the Executive collectively
referred to herein as the “Parties”).
WITNESSETH:
WHEREAS, the Executive previously served as the Company’s Chief Science Officer (“CSO”) pursuant to that certain Executive
Employment Agreement, dated as of September 1, 2014, between the Executive and the Company (the “First Employment
Agreement”);
WHEREAS, the Company and Executive now both desire to amend and restate the First Employment Agreement in favor of this
Agreement for Company to employ Executive as the Company’s Chief Executive Officer, President and Chief Science Officer
(“CEO/SCO”) commencing as of the Effective Date, and the Parties desire to enter into this Agreement embodying the terms of such
employment;
NOW, THEREFORE, in consideration of the premises and the mutual covenants and promises of the Parties contained herein,
the Parties, intending to be legally bound, hereby agree as follows:
1 .
Term. The term of employment under this Agreement (the “Term”) shall be for a one-year period commencing on the
Effective Date and shall be automatically extended for an additional one-year period on the one-year anniversary of the Effective Date
and each subsequent anniversary thereof, unless and until the Company or Executive provides written notice to the other party not less
than ninety (90) days before such anniversary date that such party is electing not to extend the Term, in which case the Term shall end
at the expiration of the Term as last extended, unless sooner terminated as set forth below. Following any such notice by the Company
of its election not to extend the Term, Executive may terminate his employment at any time prior to the expiration of the Term by giving
written notice to the Company at least thirty (30) days prior to the effective date of termination, and upon the earlier of such effective
date of termination or the expiration of the Term, Executive shall be entitled to receive the same severance benefits as are provided
upon a termination of employment by the Company without Cause as described in Section 7(a). If upon the expiration of the Term due
to nonrenewal and neither Party has terminated Executive’s employment with the Company, Executive shall remain an at-will employee
of the Company, provided that Executive’s employment shall not be covered by this Agreement (except for the applicable restrictive
covenant provisions, which shall survive termination of this Agreement in all cases).
2.

Title and Job Duties.

(a)
Subject to the terms and conditions set forth in this Agreement, the Company agrees to employ Executive as
CEO/CSO. Executive shall report directly to the Board.

(b)
Executive accepts such employment and agrees during the Term to devote his full business and professional time
and energy to the Company, and agrees faithfully to perform his duties and responsibilities in an efficient, trustworthy and business-like
manner. Executive also agrees that the the Board shall determine from time to time such other duties as may be assigned to Executive.
Executive agrees to carry out and abide by such directions of the the Board. Executive’s principal place of employment shall be the
principal offices of the Company currently located in Houston, Texas; provided, however, that Executive understands and agrees that
Executive will be required to travel from time to time for business reasons.
(c) Without limiting the generality of the foregoing, Executive shall not, without the written approval of the Company,
render services of a business or commercial nature on his own behalf or on behalf of any other person, firm, or corporation, whether for
compensation or otherwise, during his employment hereunder. The foregoing limitation shall not apply to Executive’s involvement in
associations, charities and service on another entity’s board of directors, provided such involvement does not interfere with Executive’s
responsibilities (and as it pertains to any service on another entity’s board of directors, provided such action is pre-approved by the
Company). Notwithstanding any of the foregoing, Executive will be permitted to engage in the activities approved by the Compensation
Committee and to purchase or own less than five percent (5%) of the publicly traded securities of any Person (as defined below);
provided that, in the latter case such ownership represents a passive investment and that Executive is not a controlling Person of, or a
member of a group that controls, such Person; provided further that, the activities described above do not interfere with the performance
of Executive’s duties and responsibilities to Company as provided hereunder. As used herein, “ Person” means an individual,
corporation, partnership, joint venture, limited liability company, unincorporated organization, trust, association or other entity.
3.

Salary and Additional Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary (“Base Salary”) of $425,000 in accordance
with the Company’s normal payroll procedures. The Compensation Committee of the Board of Directors of the Company (the “ Board”)
shall review the Executive’s Base Salary no less than annually and may increase (but not decrease) such Base Salary during the Term.
(b)
Annual Bonus. For each compensation year during the Term and commencing with the 2019 compensation year,
Executive will be entitled to receive an annual cash bonus (the “Annual Bonus”), payable with respect to each compensation year
completed during the Term, within ninety (90) days of the completion of such compensation year. The final determination on the
amount, if any, of the Annual Bonus will be made by, and in the sole discretion of the Compensation Committee (or the Board, if such
committee has been dissolved), based on goals and objectives approved by the Compensation Committee of the Board (or the Board, if
such committee has been dissolved). The target Annual Bonus for the 2019 compensation year will be 35% of Base Salary. The term
“compensation year” shall mean the Company’s fiscal year.
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( c ) Annual Option Grant. For each compensation year during the Term and commencing with the 2018/2019
compensation year, Executive will be entitled to receive an annual option grant (the “Annual Grant”), payable with respect to each
compensation year of the Term, within ninety (90) days of the completion of such compensation year, provided Executive is employed
by the Company on such date. The final determination on the amount, if any, of the Annual Grant will be made by, and in the sole
discretion of the Compensation Committee (or the Board, if such committee has been dissolved), based on goals and objectives
approved by the Compensation Committee of the Board (or the Board, if such committee has been dissolved). The target Annual Grant
for the 2018/2019 compensation year will be $750,000. The Annual Grant shall have a term of ten years and shall vest in four (4) equal
installments on each of the succeeding four anniversary dates of the date of grant, provided Executive remains continuously employed
by Company through each such vesting date. The Annual Grant shall be made pursuant to the Soliton, Inc. 2018 Stock Plan, and shall in
all respects be subject to the terms and conditions of such plan.
4.
Expenses. In accordance with Company policy, the Company shall reimburse Executive for all reasonable association fees,
professional related expenses (certifications, licenses and continuing professional education) and business expenses properly and
necessarily incurred and paid by Executive in the performance of his duties under this Agreement, upon presentment of detailed receipts
in the form required by the Company’s policy. Notwithstanding the foregoing, all expenses must be promptly submitted for
reimbursement by the Executive. In no event shall any reimbursement be paid by the Company after the end of the calendar year
following the calendar year in which the expense is incurred by the Executive. The Company will reimburse Executive for costs and
fees associated with the review of this Agreement, in an amount not to exceed $10,000.
5.

Benefits.

(a)
Vacation and Sick Leave. Executive shall be entitled to four (4) weeks of vacation per year and six (6) days of sick
leave per year, in accordance with the Company’s applicable policies.
(b)
Health Insurance and Other Plans. Executive shall be eligible to participate in the Company’s medical, dental and
other employee benefit programs, if any, that are provided by the Company for its employees at Executive’s level in accordance with
the provisions of any such plans, as the same may be in effect from time to time.
6.

Termination.
(a)

Termination at the Company’s Election.

( i ) For Cause. Executive’s employment may be terminated during the Term by the Company at any time for
Cause (as defined below) upon written notice to Executive given pursuant to Section 12 of this Agreement. For purposes of this
Agreement, “Cause” shall mean that Executive: (A) pleads “guilty” or “no contest” to, or is convicted of an act which is defined as a
felony under federal or state law, or is indicted or formally charged with acts involving criminal fraud or embezzlement; (B) engages in
conduct that constitutes gross negligence or willful misconduct, other than as a result of any Disability; (C) engages in substantiated
fraud, misappropriation or embezzlement against the Company; (D) engages in any inappropriate or improper conduct that causes
material harm to the reputation of the Company; or (E) materially breaches any term of this Agreement. To the extent any act or claim
allegedly giving rise to Cause may be cured, the Company shall provide Executive with written notice within thirty (30) days of the first
instance of the act or claim allegedly giving rise to Cause and Executive shall have thirty (30) days to cure such act or claim. For
purposes of this provision, no act or failure to act on the part of Executive shall be considered “willful” unless it is done, or omitted to
be done, by Executive in bad faith or without reasonable belief that Executive’s action or omission was in the best interests of Company.
Any act, or failure to act, based upon authority given pursuant to a resolution duly adopted by the Board or upon the advice of counsel
for Company shall be conclusively presumed to be done, or omitted to be done, by Executive in good faith and in the best interests of
Company.
3

(ii)
Upon Disability. If a Disability (as defined below) of Executive has occurred, the Company may give to
Executive written notice of its intention to terminate Executive’s engagement. In such event, Executive’s engagement shall terminate
effective on the 30th day after receipt of such notice by Executive (the “Disability Effective Date”), provided that, within thirty (30)
days after such receipt, Executive shall not have returned to full-time performance of Executive’s duties. For purposes of this
Agreement, “Disability” shall mean Executive is entitled to receive long-term disability benefits under Company’s long-term disability
plan, or if there is no such plan, Executive’s inability, due to physical or mental incapacity, to substantially perform his duties and
responsibilities under this Agreement for one hundred eighty (180) days out of any three hundred sixty-five (365) day period or one
hundred twenty (120) consecutive days; provided however, in the event Company temporarily replaces Executive, or transfers
Executive’s duties or responsibilities to another individual on account of Executive’s inability to perform such duties due to a mental or
physical incapacity which is, or is reasonably expected to become, a Disability, then Executive’s employment shall not be deemed
terminated by Company. To the extent the Company does not have a long-term disability plan, any question as to the existence of
Executive’s Disability as to which Executive and Company cannot agree shall be determined in writing by a qualified independent
physician mutually acceptable to Executive and Company. If Executive and Company cannot agree as to a qualified independent
physician, each shall appoint such a physician and those two physicians shall select a third who shall make such determination in
writing. The determination of Disability made in writing to Company and Executive shall be final and conclusive for all purposes of this
Agreement.
(iii)
Upon Death or Without Cause. The Company may terminate Executive’s employment at any time during
the Term: (A) upon Executive’s death or (B) with thirty (30) days prior written notice, at any time Without Cause for any or no reason.
4

(b)
Termination at Executive’s Election; Good Reason Termination . Notwithstanding anything contained elsewhere in
this Agreement to the contrary, Executive may terminate his employment hereunder at any time and for any reason, upon thirty (30)
days’ prior written notice given pursuant to Section 12 of this Agreement (“ Voluntary Resignation ”), provided that upon notice of
resignation, the Company may terminate Executive’s employment immediately and pay Executive thirty (30) days’ Base Salary in lieu
of notice. Furthermore, the Executive may terminate this Agreement for “Good Reason,” which shall be deemed to exist: (i) if the Board,
or the board of directors or managers of any successor entity of the Company, removes the Executive as the CEO/CSO of the Company;
(ii) if the Company requires Executive, without Executive’s consent, to be based at any office located more than 40 miles from the
Company’s current headquarters in Houston, Texas; (iii) if there is a material reduction of Executive’s Base Salary below the amount
specified in Section 3(a), other than a general reduction in Base Salary that affects all similarly situated employees of Company in
substantially the same proportions; (iv) if Executive is assigned any duties materially inconsistent with the duties or responsibilities of
the CEO/CSO of the Company as contemplated by this Agreement or any other action by the Company that results in a material
diminution in such position, authority, duties, or responsibilities, excluding an isolated, insubstantial, and inadvertent action not taken in
bad faith; or (v) a material breach by the Company of this Agreement, or any other agreement entered into between the Company and
Executive. Good Reason shall not exist hereunder unless the Executive provides notice in writing to the Company of the existence of a
condition described above within a period not to exceed ninety (90) days of Executive learning of the facts that give rise to the claim of
Executive’s intent to terminate for Good Reason, and with respect to subsection (v) of this section, to the extent such material breach
may be cured, the Company does not remedy the condition within thirty (30) days of receipt of such notice.
(c) Termination in General. If Executive’s employment with the Company terminates for any reason, the Company will
pay or provide to Executive: (i) any unpaid Base Salary through the date of employment termination, (ii) any unpaid Annual Bonus for
the compensation year prior to the compensation year in which the termination occurs (payable at the time the bonuses are paid to
employees generally), (iii) any accrued but unused vacation or paid time off in accordance with the Company’s policy, (iv)
reimbursement for any unreimbursed business expenses incurred through the termination date, to the extent reimbursable in accordance
with Section 4, and (v) all other payments or benefits (if any) to which Executive is entitled under the terms of any benefit plan or
arrangement.
7.

Severance.

(a)
Subject to Section 7(b) below, if Executive’s employment is terminated prior to the end of the Term by the
Company without Cause (and for other than death or Disability) or by Executive for Good Reason, Executive shall be entitled to receive
a severance payment equal to (i) twelve months of Executive’s Base Salary, and (ii) a pro rata portion of the target Annual Bonus for the
compensation year in which such termination occurs. Such severance payment shall be made in a single lump sum sixty (60) days
following such termination, provided the Executive has executed and delivered to the Company, and has not revoked a general release
of the Company, its parents, subsidiaries and affiliates and each of its officers, directors, employees, agents, successors and assigns, and
such other persons and/or entities as the Company may determine, in a form reasonably acceptable to the Company. Such general
release shall be delivered on or about the date of termination and must be executed within twenty-one (21) days of delivery of the
release.
(b)
If Executive's employment is terminated prior to the end of the Term by the Company without Cause (and for other
than Disability) or by Executive for Good Reason, and if Executive is eligible for and elects to continue to participate in the Company’s
medical and dental benefit programs pursuant to COBRA and applicable state continuation laws and regulations, the Company will
continue to pay the same portion of Executive's medical and dental insurance premiums under COBRA as during active employment
(for Executive and eligible spouse and dependents) until the earlier of: (1) twelve months from Executive's termination of employment;
or (2) the date Executive is eligible for medical and/or dental insurance benefits from another employer.
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(c)
Notwithstanding the foregoing, (i) any payment(s) of “nonqualified deferred compensation” (within the meaning of
Section 409A of the Code and the regulations and official guidance issued thereunder (“Section 409A”)) that is/are required to be made
to Executive hereunder as a “specified employee” (as defined under Section 409A) as a result of such employee’s “separation from
service” (within the meaning of Section 409A) shall be delayed for the first six (6) months following such separation from service (or, if
earlier, the date of death of the specified employee) and shall instead be paid upon expiration of such six (6) month delay period; and
(ii) for purposes of any such payment that is subject to Section 409A, if the Executive’s termination of employment triggers the
payment of “nonqualified deferred compensation” hereunder, then the Executive will not be deemed to have terminated employment
until the Executive incurs a “separation from service” within the meaning of Section 409A.
8.

Confidentiality Agreement; Inventions .

(a)
Executive understands that during the Term he may have access to unpublished and otherwise confidential
information both of a technical and non-technical nature, relating to the business of the Company and any of its parents, subsidiaries,
divisions, affiliates (collectively, “Affiliated Entities”), or clients, including without limitation any of their actual or anticipated
business, research or development, any of their technology or the implementation or exploitation thereof, including without limitation
information pertaining to patent formulations, vendors, prices, costs, materials, processes, codes, material results, technology, system
designs, system specifications, materials of construction, trade secrets and equipment designs, including information disclosed to the
Company by others under agreements to hold such information confidential (collectively, the “Confidential Information”). Executive
agrees to observe all Company policies and procedures concerning such Confidential Information. Executive further agrees not to
disclose or use, either during his employment or at any time thereafter, any Confidential Information for any purpose, including without
limitation any competitive purpose, unless authorized to do so by the Company in writing, except that he may disclose and use such
information when necessary in the performance of his duties for the Company. Executive’s obligations under this Agreement will
continue with respect to Confidential Information, whether or not his employment is terminated, until such information becomes
generally available from public sources through no action of Executive. Notwithstanding the foregoing, however, (i) Executive shall be
permitted to disclose Confidential Information as may be required by a subpoena or other governmental order, provided that he first
notifies promptly the Company of such subpoena, order or other requirement and allows the Company the opportunity to obtain a
protective order or other appropriate remedy, and (ii) nothing herein shall prohibit Executive from reporting a suspected violation of law
to any governmental or regulatory agency and cooperating with such agency, or from receiving a monetary recovery for information
provided to such agency, or making disclosures that are otherwise protected under applicable law or regulation. The Company
acknowledges that Confidential Information does not include, and Executive’s obligations of confidence do not apply to, that which was
already known to Executive, prior to becoming affiliated with the Company in any capacity, including but not limited to, as an officer,
director, employee or consultant to the Company, or which is now publicly available or which becomes publicly available in the future
other than by breach of this Agreement by Executive, or which is disclosed to Executive by third parties under no obligation of
confidence to the Company.
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(b)
During Executive’s employment, upon the Company’s request, or upon the termination of his employment for any
reason, Executive will promptly deliver to the Company all documents, records, files, notebooks, manuals, letters, notes, reports,
customer and supplier lists, cost and profit data, e-mail, apparatus, computers, cell phones, tablets, hardware, software, drawings, and
any other material of the Company or any of its Affiliated Entities or clients, including all materials pertaining to Confidential
Information developed by Executive or others, and all copies of such materials, whether of a technical, business or fiscal nature, whether
on the hard drive of a laptop or desktop computer, in hard copy, disk or any other format, which are in Executive’s possession, custody
or control.
(c)
Executive will promptly disclose to the Company any idea, invention, discovery or improvement, whether
patentable or not (“Creations”), conceived or made by him alone or with others at any time during his employment, whether pursuant to
this Agreement or pursuant to any prior employment or consulting agreement. Executive agrees that the Company owns all such
Creations, conceived or made by Executive alone or with others at any time during his employment, and Executive hereby assigns and
agrees to assign to the Company all rights he has or may acquire therein and agrees to execute any and all applications, assignments and
other instruments relating thereto which the Company deems necessary or desirable. These obligations shall continue beyond the
termination of his employment with respect to Creations and derivatives of such Creations conceived or made during his employment
with the Company. Executive understands that the obligation to assign Creations to the Company shall not apply to any Creation which
is developed entirely on his own time without using any of the Company’s equipment, supplies, facilities, and/or Confidential
Information unless such Creation (a) relates in any way to the Company’s business or to the current or anticipated research or
development of the Company or any of its Affiliated Entities, as evidenced by written documentation; or (b) results in any way from his
work at the Company.
(d)
Executive will not assert any rights to any invention, discovery, idea or improvement relating to the business of the
Company or any of its Affiliated Entities or to his duties hereunder as having been made or acquired by Executive prior to his work for
the Company, except for the matters, if any, described in Appendix A to this Agreement.
(e)
During the Term, if Executive incorporates into a product or process of the Company or any of its Affiliated Entities
anything listed or described in Appendix A, the Company is hereby granted and shall have a non-exclusive, royalty-free, irrevocable,
perpetual, worldwide license (with the right to grant and authorize sublicenses) to make, have made, modify, use, sell, offer to sell,
import, reproduce, distribute, publish, prepare derivative works of, display, perform publicly and by means of digital audio transmission
and otherwise exploit as part of or in connection with any product, process or machine.
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(f)
Executive agrees to cooperate fully with the Company, both during and after his employment with the Company,
with respect to the procurement, maintenance and enforcement of copyrights, patents, trademarks and other intellectual property rights
(both in the United States and foreign countries) relating to such Creations. Executive shall sign all papers, including, without
limitation, copyright applications, patent applications, declarations, oaths, formal assignments, assignments of priority rights and powers
of attorney, which the Company may deem necessary or desirable in order to protect its rights and interests in any Creations. Executive
further agrees that if the Company is unable, after reasonable effort, to secure Executive’s signature on any such papers, any officer of
the Company shall be entitled to execute such papers as his agent and attorney-in-fact and Executive hereby irrevocably designates and
appoints each officer of the Company as his agent and attorney-in-fact to execute any such papers on his behalf and to take any and all
actions as the Company may deem necessary or desirable in order to protect its rights and interests in any Creations, under the
conditions described in this paragraph.
9 .
Non-solicitation; non-competition. (a) Executive agrees that, during the Term and until twelve months after the
termination of his employment, Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, employ
or actively solicit for employment any employee of the Company or any of its Affiliated Entities, or anyone who was an employee of
the Company or any of its Affiliated Entities within the six (6) months prior to the termination of Executive’s employment, or induce
any such employee to terminate his or her employment with the Company or any of its Affiliated Entities.
(b)
Executive further agrees that, during the Term and until twelve months after the termination of his employment,
Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, without the express written consent of
an authorized representative of the Company, (i) perform services within the Territory (as defined below) for any Competing Business
(as defined below), whether as an employee, consultant, agent, contractor or in any other capacity, (ii) hold office as an officer or
director or like position in any Competing Business, or (iii) request any present or future customers of the Company or any of its
Affiliated Entities to curtail or cancel their business with the Company or any of its Affiliated Entities. These obligations will continue
for the specified period regardless of whether the termination of Executive’s employment was voluntary or involuntary or with or
without Cause or for any other reason.
(c)
“Competing Business” means any corporation, partnership or other entity or person (other than the Company) which
is engaged (a) in the development, manufacture, marketing, distribution or sale of, or research directed to the development,
manufacture, marketing, distribution or sale of medical or aesthetic solutions or devices in the following markets: tattoo-removal, the
reduction of cellulite, improvement of skin laxity, reduction of subcutaneous fat, or (b) in any other business activity carried on or
planned to be carried on by the Company or any subsidiaries of the Company during the Term.
(d)
“Territory” shall mean (i) the United States, and (ii) any foreign jurisdiction in which the Company or any
subsidiary of the Company is then conduting clinical trials, providing services or products, or marketing its services or products (or
engaged in active discussions to provide such services).
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(e)
Executive agrees that in the event a court determines the length of time or the geographic area or activities
prohibited under this Section 9 are too restrictive to be enforceable, the court shall reduce the scope of the restriction to the extent
necessary to make the restriction enforceable. In furtherance and not in limitation of the foregoing, the Company and the Executive
each intend that the covenants contained in this Section 9 shall be deemed to be a series of separate covenants, one for each and every
state, territory or jurisdiction of the United States and any foreign country set forth therein. If, in any judicial proceeding, a court shall
refuse to enforce any of such separate covenants, then such unenforceable covenants shall be deemed eliminated from the provisions
hereof for the purpose of such proceedings to the extent necessary to permit the remaining separate covenants to be enforced in such
proceedings.
10.
Representation and Warranty. The Executive hereby acknowledges and represents that he has had the opportunity to
consult with legal counsel regarding his rights and obligations under this Agreement and that he fully understands the terms and
conditions contained herein. Executive represents and warrants that Executive has provided the Company a true and correct copy of any
agreements that purport: (a) to limit Executive’s right to be employed by the Company; (b) to prohibit Executive from engaging in any
activities on behalf of the Company; or (c) to restrict Executive’s right to use or disclose any information while employed by the
Company. Executive further represents and warrants that Executive will not use on the Company’s behalf any information, materials,
data or documents belonging to a third party that are not generally available to the public, unless Executive has obtained written
authorization to do so from the third party and provided such authorization to the Company. In the course of Executive’s employment
with the Company, Executive is not to breach any obligation of confidentiality that Executive has with third parties, and Executive
agrees to fulfill all such obligations during Executive’s employment with the Company. Executive further agrees not to disclose to the
Company or use while working for the Company any trade secrets belonging to a third party.
11.
Injunctive Relief. Without limiting the remedies available to the Company, Executive acknowledges that a breach
of any of the covenants contained in Sections 8 and 9 above may result in material irreparable injury to the Company for which there is
no adequate remedy at law, that it will not be possible to measure precisely damages for such injuries and that, in the event of such a
breach or threat thereof, the Company shall be entitled, without the requirement to post bond or other security, to obtain a temporary
restraining order and/or injunction restraining Executive from engaging in activities prohibited by this Agreement or such other relief as
may be required to specifically enforce any of the covenants in Sections 8 and 9 of this Agreement.
12.
Notice. Any notice or other communication required or permitted to be given to the Parties shall be deemed to have
been given if either personally delivered, or if sent for next-day delivery by nationally recognized overnight courier, and addressed as
follows:
(a) If to Executive, to:
Christopher Capelli_
3826 Swarthmore St.
Houston, TX 77005
(b) If to the Company, to:
Soliton, Inc.
5304 Ashbrook Drive
Houston, Texas 77081
Attention: President
9

13.
Severability. If any provision of this Agreement is declared void or unenforceable by a court of competent jurisdiction,
all other provisions shall nonetheless remain in full force and effect.
1 4 .
Withholding. The Company may withhold from any payment that it is required to make under this Agreement
amounts sufficient to satisfy applicable withholding requirements under any federal, state or local law.
15.
Indemnification/D&O Insurance. The Company shall purchase and maintain director and officer liability insurance on
such terms and providing such coverage as the Board determines is appropriate from time-to-time, and the Executive shall be covered
by such insurance, pursuant to the terms of the applicable plan(s) and policy(ies), to the same extent as similarly situated officers and
directors of the Company.
16.
Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of the
State of Texas, without regard to the conflict of laws provisions thereof. Any action, suit or other legal proceeding that is commenced to
resolve any matter arising under or relating to any provision of this Agreement shall be submitted to the exclusive jurisdiction of any
state or federal court in Harris County, Texas.
17.
Waiver. The waiver by either Party of a breach of any provision of this Agreement shall not be or be construed as a
waiver of any subsequent breach. The failure of a Party to insist upon strict adherence to any provision of this Agreement on one or more
occasions shall not be considered a waiver or deprive that Party of the right thereafter to insist upon strict adherence to that provision or
any other provision of this Agreement. Any such waiver must be in writing, signed by the Party against whom such waiver is to be
enforced.
18.
Assignment. This Agreement is a personal contract and Executive may not sell, transfer, assign, pledge or hypothecate
his rights, interests and obligations hereunder. Except as otherwise herein expressly provided, this Agreement shall be binding upon and
shall inure to the benefit of Executive and his personal representatives and shall inure to the benefit of and be binding upon the
Company and its successors and assigns, including without limitation, any corporation or other entity into which the Company is
merged or which acquires all or substantially all of the assets of the Company.
19.
Entire Agreement. This Agreement (together with Appendix A hereto) embodies all of the representations, warranties,
covenants, understandings and agreements between the Parties relating to Executive’s employment with the Company. No other
representations, warranties, covenants, understandings, or agreements exist between the Parties relating to Executive’s employment.
This Agreement shall supersede all prior agreements, written or oral, relating to Executive’s employment. This Agreement may not be
amended or modified except by a writing signed by the Parties.
[Signature page follows]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed and delivered on the date first written above.
SOLITON, INC.

By: /s/ Lori Bisson
Name: Lori Bisson
Title:
Chief Financial Officer, Executive Vice-President
Agreed to and Accepted:
/s/ Christopher Capelli
Date: February 25, 2019
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APPENDIX A

●
●
●
●
●
●
●
●
●
●
●
●

Wireless recharging technologies … University of Pittsburgh/ Powercast
Antimicrobial silver compositions… BioInterface Technologies
Adult muscle stem cell technology… University of Pittsburgh/Cook Myosite
RFID and Antenna technologies…University of Pittsburgh
Compositions for the treatment of matrix metalloproteinases…BioInterface Technologies
Methods of risk-adjusted performance analysis…University of Texas
Tunable sunblock agents… University of Texas
Devices and methods for inhibiting fibrosis using carbon monoxide compounds… University of Texas
Biological fluid measuring devices… Markwell Medical/Dexcom
Volatile anesthetic compositions… University of Texas/Vapogenics
Robotic infusion mixer and transportable cartridge systems…University of Texas
The technologies covered by patents filed prior to March 27, 2012 and subsequent expansions of such patents.
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Exhibit 10.3
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
This AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Agreement”) is entered into as of February 25, 2019
(the “Effective Date”), by and between Soliton, Inc., a Delaware corporation (the “Company”) having its principal place of business at
5304 Ashbrook Drive, Houston, Texas 77081, and Joe Tanner (“ Executive”), and the Company and the Executive collectively referred
to herein as the “Parties”).
WITNESSETH:
WHEREAS, the Executive previously served as the Company’s Chief Operating Officer(“COO”) pursuant to that certain
Executive Employment Agreement, dated as of April 1, 2015, between the Executive and the Company (the “ First Employment
Agreement”);
WHEREAS, the Company and Executive now both desire to amend and restate the First Employment Agreement in favor of this
Agreement for Company to employ Executive as the Company’s Chief Operating Officer(“COO”) commencing as of the Effective
Date, and the Parties desire to enter into this Agreement embodying the terms of such employment;
NOW, THEREFORE, in consideration of the premises and the mutual covenants and promises of the Parties contained herein,
the Parties, intending to be legally bound, hereby agree as follows:
1 .
Term. The term of employment under this Agreement (the “Term”) shall be for a one-year period commencing on the
Effective Date and shall be automatically extended for an additional one-year period on the one-year anniversary of the Effective Date
and each subsequent anniversary thereof, unless and until the Company or Executive provides written notice to the other party not less
than ninety (90) days before such anniversary date that such party is electing not to extend the Term, in which case the Term shall end
at the expiration of the Term as last extended, unless sooner terminated as set forth below. Following any such notice by the Company
of its election not to extend the Term, Executive may terminate his employment at any time prior to the expiration of the Term by giving
written notice to the Company at least thirty (30) days prior to the effective date of termination, and upon the earlier of such effective
date of termination or the expiration of the Term, Executive shall be entitled to receive the same severance benefits as are provided
upon a termination of employment by the Company without Cause as described in Section 7(a). If upon the expiration of the Term due
to nonrenewal and neither Party has terminated Executive’s employment with the Company, Executive shall remain an at-will employee
of the Company, provided that Executive’s employment shall not be covered by this Agreement (except for the applicable restrictive
covenant provisions, which shall survive termination of this Agreement in all cases).
2.

Title and Job Duties.

(a)
Subject to the terms and conditions set forth in this Agreement, the Company agrees to employ Executive as Chief
Operating Officer. Executive shall report directly to the Chief Executive Officer.

(b)
Executive accepts such employment and agrees during the Term to devote his full business and professional time
and energy to the Company, except as indicated on Appendix B, and agrees faithfully to perform his duties and responsibilities in an
efficient, trustworthy and business-like manner. Executive also agrees that the Chief Executive Officer shall determine from time to
time such other duties as may be assigned to Executive. Executive agrees to carry out and abide by such directions of the Chief
Executive Officer. Executive’s principal place of employment shall be 7107A NE Vancouver Mall Drive, Vancouver, WA 98661;
provided, however, that Executive understands and agrees that Executive will be required to travel from time to time for business
reasons.
(c) Without limiting the generality of the foregoing, Executive shall not, without the written approval of the Company,
as indicated on Appendix B, render services of a business or commercial nature on his own behalf or on behalf of any other person,
firm, or corporation, whether for compensation or otherwise, during his employment hereunder. The foregoing limitation shall not
apply to Executive’s involvement in associations, charities and service on another entity’s board of directors, provided such
involvement does not interfere with Executive’s responsibilities (and as it pertains to any service on another entity’s board of directors,
provided such action is pre-approved by the Company). Notwithstanding any of the foregoing, Executive will be permitted to engage in
the activities approved by the Compensation Committee and to purchase or own less than five percent (5%) of the publicly traded
securities of any Person (as defined below); provided that, in the latter case such ownership represents a passive investment and that
Executive is not a controlling Person of, or a member of a group that controls, such Person; provided further that, the activities
described above do not interfere with the performance of Executive’s duties and responsibilities to Company as provided hereunder. As
used herein, “Person” means an individual, corporation, partnership, joint venture, limited liability company, unincorporated
organization, trust, association or other entity.
3.

Salary and Additional Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary (“Base Salary”) of $250,000 in accordance
with the Company’s normal payroll procedures. The Compensation Committee of the Board of Directors of the Company (the “ Board”)
shall review the Executive’s Base Salary no less than annually and may increase (but not decrease) such Base Salary during the Term.
(b)
Annual Bonus. For each compensation year during the Term and commencing with the 2019 compensation year,
Executive will be entitled to receive an annual cash bonus (the “Annual Bonus”), payable with respect to each compensation year
completed during the Term, within ninety (90) days of the completion of such compensation year. The final determination on the
amount, if any, of the Annual Bonus will be made by, and in the sole discretion of the Compensation Committee (or the Board, if such
committee has been dissolved), based on goals and objectives approved by the Compensation Committee of the Board (or the Board, if
such committee has been dissolved). The target Annual Bonus for the 2019 compensation year will be 36% of Base Salary. The term
“compensation year” shall mean the Company’s fiscal year.
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( c ) Annual Option Grant. For each compensation year during the Term and commencing with the 2018/2019
compensation year, Executive will be entitled to receive an annual option grant (the “Annual Grant”), payable with respect to each
compensation year of the Term, within ninety (90) days of the completion of such compensation year, provided Executive is employed
by the Company on such date. The final determination on the amount, if any, of the Annual Grant will be made by, and in the sole
discretion of the Compensation Committee (or the Board, if such committee has been dissolved), based on goals and objectives
approved by the Compensation Committee of the Board (or the Board, if such committee has been dissolved). The target Annual Grant
for the 2018/2019 compensation year will be $350,000. The Annual Grant shall have a term of ten years and shall vest in four (4) equal
installments on each of the succeeding four anniversary dates of the date of grant, provided Executive remains continuously employed
by Company through each such vesting date. The Annual Grant shall be made pursuant to the Soliton, Inc. 2018 Stock Plan, and shall in
all respects be subject to the terms and conditions of such plan.
4 .
Expenses. In accordance with Company policy, the Company shall reimburse Executive for all reasonable association
fees, professional related expenses (certifications, licenses and continuing professional education) and business expenses properly and
necessarily incurred and paid by Executive in the performance of his duties under this Agreement, upon presentment of detailed receipts
in the form required by the Company’s policy. Notwithstanding the foregoing, all expenses must be promptly submitted for
reimbursement by the Executive. In no event shall any reimbursement be paid by the Company after the end of the calendar year
following the calendar year in which the expense is incurred by the Executive. Benefits.
(a) Vacation and Sick Leave. Executive shall be entitled to four (4) weeks of vacation per year and six (6) days of sick
leave per year, in accordance with the Company’s applicable policies.
(b)
Health Insurance and Other Plans. Executive shall be eligible to participate in the Company’s medical, dental and
other employee benefit programs, if any, that are provided by the Company for its employees at Executive’s level in accordance with
the provisions of any such plans, as the same may be in effect from time to time. Alternatively, as agreed to by the Employee and the
Company, the cost of insurance obtained by the Employee shall be reimbursed by the Company and grossed up for the effect of the tax
effect of such reimbursement to the Employee.
5.

Termination.
(a)

Termination at the Company’s Election.

(i)
For Cause. Executive’s employment may be terminated during the Term by the Company at any time for
Cause (as defined below) upon written notice to Executive given pursuant to Section 12 of this Agreement. For purposes of this
Agreement, “Cause” shall mean that Executive: (A) pleads “guilty” or “no contest” to, or is convicted of an act which is defined as a
felony under federal or state law, or is indicted or formally charged with acts involving criminal fraud or embezzlement; (B) engages in
conduct that constitutes gross negligence or willful misconduct, other than as a result of any Disability; (C) engages in substantiated
fraud, misappropriation or embezzlement against the Company; (D) engages in any inappropriate or improper conduct that causes
material harm to the reputation of the Company; or (E) materially breaches any term of this Agreement. To the extent any act or claim
allegedly giving rise to Cause may be cured, the Company shall provide Executive with written notice within thirty (30) days of the first
instance of the act or claim allegedly giving rise to Cause and Executive shall have thirty (30) days to cure such act or claim. For
purposes of this provision, no act or failure to act on the part of Executive shall be considered “willful” unless it is done, or omitted to
be done, by Executive in bad faith or without reasonable belief that Executive’s action or omission was in the best interests of Company.
Any act, or failure to act, based upon authority given pursuant to a resolution duly adopted by the Board or upon the advice of counsel
for Company shall be conclusively presumed to be done, or omitted to be done, by Executive in good faith and in the best interests of
Company.
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(ii)
Upon Disability. If a Disability (as defined below) of Executive has occurred, the Company may give to
Executive written notice of its intention to terminate Executive’s engagement. In such event, Executive’s engagement shall terminate
effective on the 30th day after receipt of such notice by Executive (the “Disability Effective Date”), provided that, within thirty (30)
days after such receipt, Executive shall not have returned to full-time performance of Executive’s duties. For purposes of this
Agreement, “Disability” shall mean Executive is entitled to receive long-term disability benefits under Company’s long-term disability
plan, or if there is no such plan, Executive’s inability, due to physical or mental incapacity, to substantially perform his duties and
responsibilities under this Agreement for one hundred eighty (180) days out of any three hundred sixty-five (365) day period or one
hundred twenty (120) consecutive days; provided however, in the event Company temporarily replaces Executive, or transfers
Executive’s duties or responsibilities to another individual on account of Executive’s inability to perform such duties due to a mental or
physical incapacity which is, or is reasonably expected to become, a Disability, then Executive’s employment shall not be deemed
terminated by Company. To the extent the Company does not have a long-term disability plan, any question as to the existence of
Executive’s Disability as to which Executive and Company cannot agree shall be determined in writing by a qualified independent
physician mutually acceptable to Executive and Company. If Executive and Company cannot agree as to a qualified independent
physician, each shall appoint such a physician and those two physicians shall select a third who shall make such determination in
writing. The determination of Disability made in writing to Company and Executive shall be final and conclusive for all purposes of this
Agreement.
(iii) Upon Death or Without Cause. The Company may terminate Executive’s employment at any time during the
Term: (A) upon Executive’s death or (B) with thirty (30) days prior written notice, at any time Without Cause for any or no reason.
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(b)
Termination at Executive’s Election; Good Reason Termination . Notwithstanding anything contained elsewhere in
this Agreement to the contrary, Executive may terminate his employment hereunder at any time and for any reason, upon thirty (30)
days’ prior written notice given pursuant to Section 12 of this Agreement (“ Voluntary Resignation ”), provided that upon notice of
resignation, the Company may terminate Executive’s employment immediately and pay Executive thirty (30) days’ Base Salary in lieu
of notice. Furthermore, the Executive may terminate this Agreement for “Good Reason,” which shall be deemed to exist: (i) if the Board,
or the board of directors or managers of any successor entity of the Company, removes the Executive as the Chief Operating Officer of
the Company; (ii) if the Company requires Executive, without Executive’s consent, to be based at any office located more than 40 miles
from the Company’s current headquarters in Houston, Texas; (iii) if there is a material reduction of Executive’s Base Salary below the
amount specified in Section 3(a), other than a general reduction in Base Salary that affects all similarly situated employees of Company
in substantially the same proportions; (iv) if Executive is assigned any duties materially inconsistent with the duties or responsibilities
of the Chief Operating Officer of the Company as contemplated by this Agreement or any other action by the Company that results in a
material diminution in such position, authority, duties, or responsibilities, excluding an isolated, insubstantial, and inadvertent action not
taken in bad faith; or (v) a material breach by the Company of this Agreement, or any other agreement entered into between the
Company and Executive. Good Reason shall not exist hereunder unless the Executive provides notice in writing to the Company of the
existence of a condition described above within a period not to exceed ninety (90) days of Executive learning of the facts that give rise
to the claim of Executive’s intent to terminate for Good Reason, and with respect to subsection (v) of this section, to the extent such
material breach may be cured, the Company does not remedy the condition within thirty (30) days of receipt of such notice.
(c) Termination in General. If Executive’s employment with the Company terminates for any reason, the Company will
pay or provide to Executive: (i) any unpaid Base Salary through the date of employment termination, (ii) any unpaid Annual Bonus for
the compensation year prior to the compensation year in which the termination occurs (payable at the time the bonuses are paid to
employees generally), (iii) any accrued but unused vacation or paid time off in accordance with the Company’s policy, (iv)
reimbursement for any unreimbursed business expenses incurred through the termination date, to the extent reimbursable in accordance
with Section 4, and (v) all other payments or benefits (if any) to which Executive is entitled under the terms of any benefit plan or
arrangement.
6.

Severance.

(a)
Subject to Section 7(b) below, if Executive’s employment is terminated prior to the end of the Term by the
Company without Cause (and for other than death or Disability) or by Executive for Good Reason, Executive shall be entitled to receive
a severance payment equal to (i) nine months of Executive’s Base Salary, and (ii) a pro rata portion of the target Annual Bonus for the
compensation year in which such termination occurs. Such severance payment shall be made in a single lump sum sixty (60) days
following such termination, provided the Executive has executed and delivered to the Company, and has not revoked a general release
of the Company, its parents, subsidiaries and affiliates and each of its officers, directors, employees, agents, successors and assigns, and
such other persons and/or entities as the Company may determine, in a form reasonably acceptable to the Company. Such general
release shall be delivered on or about the date of termination and must be executed within twenty-one (21) days of delivery of the
release.
(b) If Executive's employment is terminated prior to the end of the Term by the Company without Cause (and for other
than Disability) or by Executive for Good Reason, and if Executive is eligible for and elects to continue to participate in the Company’s
medical and dental benefit programs pursuant to COBRA and applicable state continuation laws and regulations, the Company will
continue to pay the same portion of Executive's medical and dental insurance premiums under COBRA as during active employment
(for Executive and eligible spouse and dependents) until the earlier of: (1) nine months from Executive's termination of employment; or
(2) the date Executive is eligible for medical and/or dental insurance benefits from another employer.
5

(c) Notwithstanding the foregoing, (i) any payment(s) of “nonqualified deferred compensation” (within the meaning of
Section 409A of the Code and the regulations and official guidance issued thereunder (“Section 409A”)) that is/are required to be made
to Executive hereunder as a “specified employee” (as defined under Section 409A) as a result of such employee’s “separation from
service” (within the meaning of Section 409A) shall be delayed for the first six (6) months following such separation from service (or, if
earlier, the date of death of the specified employee) and shall instead be paid upon expiration of such six (6) month delay period; and
(ii) for purposes of any such payment that is subject to Section 409A, if the Executive’s termination of employment triggers the
payment of “nonqualified deferred compensation” hereunder, then the Executive will not be deemed to have terminated employment
until the Executive incurs a “separation from service” within the meaning of Section 409A.
7.

Confidentiality Agreement; Inventions .

(a)
Executive understands that during the Term he may have access to unpublished and otherwise confidential
information both of a technical and non-technical nature, relating to the business of the Company and any of its parents, subsidiaries,
divisions, affiliates (collectively, “Affiliated Entities”), or clients, including without limitation any of their actual or anticipated
business, research or development, any of their technology or the implementation or exploitation thereof, including without limitation
information pertaining to patent formulations, vendors, prices, costs, materials, processes, codes, material results, technology, system
designs, system specifications, materials of construction, trade secrets and equipment designs, including information disclosed to the
Company by others under agreements to hold such information confidential (collectively, the “Confidential Information”). Executive
agrees to observe all Company policies and procedures concerning such Confidential Information. Executive further agrees not to
disclose or use, either during his employment or at any time thereafter, any Confidential Information for any purpose, including without
limitation any competitive purpose, unless authorized to do so by the Company in writing, except that he may disclose and use such
information when necessary in the performance of his duties for the Company. Executive’s obligations under this Agreement will
continue with respect to Confidential Information, whether or not his employment is terminated, until such information becomes
generally available from public sources through no action of Executive. Notwithstanding the foregoing, however, (i) Executive shall be
permitted to disclose Confidential Information as may be required by a subpoena or other governmental order, provided that he first
notifies promptly the Company of such subpoena, order or other requirement and allows the Company the opportunity to obtain a
protective order or other appropriate remedy, and (ii) nothing herein shall prohibit Executive from reporting a suspected violation of law
to any governmental or regulatory agency and cooperating with such agency, or from receiving a monetary recovery for information
provided to such agency, or making disclosures that are otherwise protected under applicable law or regulation. The Company
acknowledges that Confidential Information does not include, and Executive’s obligations of confidence do not apply to, that which was
already known to Executive, prior to becoming affiliated with the Company in any capacity, including but not limited to, as an officer,
director, employee or consultant to the Company, or which is now publicly available or which becomes publicly available in the future
other than by breach of this Agreement by Executive, or which is disclosed to Executive by third parties under no obligation of
confidence to the Company.
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(b)
During Executive’s employment, upon the Company’s request, or upon the termination of his employment for any
reason, Executive will promptly deliver to the Company all documents, records, files, notebooks, manuals, letters, notes, reports,
customer and supplier lists, cost and profit data, e-mail, apparatus, computers, cell phones, tablets, hardware, software, drawings, and
any other material of the Company or any of its Affiliated Entities or clients, including all materials pertaining to Confidential
Information developed by Executive or others, and all copies of such materials, whether of a technical, business or fiscal nature, whether
on the hard drive of a laptop or desktop computer, in hard copy, disk or any other format, which are in Executive’s possession, custody
or control.
(c) Executive will promptly disclose to the Company any idea, invention, discovery or improvement, whether patentable
or not (“Creations”), conceived or made by him alone or with others at any time during his employment, whether pursuant to this
Agreement or pursuant to any prior employment or consulting agreement. Executive agrees that the Company owns all such Creations,
conceived or made by Executive alone or with others at any time during his employment, and Executive hereby assigns and agrees to
assign to the Company all rights he has or may acquire therein and agrees to execute any and all applications, assignments and other
instruments relating thereto which the Company deems necessary or desirable. These obligations shall continue beyond the termination
of his employment with respect to Creations and derivatives of such Creations conceived or made during his employment with the
Company. Executive understands that the obligation to assign Creations to the Company shall not apply to any Creation which is
developed entirely on his own time without using any of the Company’s equipment, supplies, facilities, and/or Confidential Information
unless such Creation (a) relates in any way to the Company’s business or to the current or anticipated research or development of the
Company or any of its Affiliated Entities, as evidenced by written documentation; or (b) results in any way from his work at the
Company.
(d) Executive will not assert any rights to any invention, discovery, idea or improvement relating to the business of the
Company or any of its Affiliated Entities or to his duties hereunder as having been made or acquired by Executive prior to his work for
the Company, except for the matters, if any, described in Appendix A to this Agreement.
(e) During the Term, if Executive incorporates into a product or process of the Company or any of its Affiliated Entities
anything listed or described in Appendix A, the Company is hereby granted and shall have a non-exclusive, royalty-free, irrevocable,
perpetual, worldwide license (with the right to grant and authorize sublicenses) to make, have made, modify, use, sell, offer to sell,
import, reproduce, distribute, publish, prepare derivative works of, display, perform publicly and by means of digital audio transmission
and otherwise exploit as part of or in connection with any product, process or machine.
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(f)
Executive agrees to cooperate fully with the Company, both during and after his employment with the Company,
with respect to the procurement, maintenance and enforcement of copyrights, patents, trademarks and other intellectual property rights
(both in the United States and foreign countries) relating to such Creations. Executive shall sign all papers, including, without
limitation, copyright applications, patent applications, declarations, oaths, formal assignments, assignments of priority rights and powers
of attorney, which the Company may deem necessary or desirable in order to protect its rights and interests in any Creations. Executive
further agrees that if the Company is unable, after reasonable effort, to secure Executive’s signature on any such papers, any officer of
the Company shall be entitled to execute such papers as his agent and attorney-in-fact and Executive hereby irrevocably designates and
appoints each officer of the Company as his agent and attorney-in-fact to execute any such papers on his behalf and to take any and all
actions as the Company may deem necessary or desirable in order to protect its rights and interests in any Creations, under the
conditions described in this paragraph.
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Non-solicitation; non-competition. (a) Executive agrees that, during the Term and until nine months after the
termination of his employment, Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, employ
or actively solicit for employment any employee of the Company or any of its Affiliated Entities, or anyone who was an employee of
the Company or any of its Affiliated Entities within the six (6) months prior to the termination of Executive’s employment, or induce
any such employee to terminate his or her employment with the Company or any of its Affiliated Entities.
(b)
Executive further agrees that, during the Term and until nine months after the termination of his employment,
Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, without the express written consent of
an authorized representative of the Company, (i) perform services within the Territory (as defined below) for any Competing Business
(as defined below), whether as an employee, consultant, agent, contractor or in any other capacity, (ii) hold office as an officer or
director or like position in any Competing Business, or (iii) request any present or future customers of the Company or any of its
Affiliated Entities to curtail or cancel their business with the Company or any of its Affiliated Entities. These obligations will continue
for the specified period regardless of whether the termination of Executive’s employment was voluntary or involuntary or with or
without Cause or for any other reason.
(c)
“Competing Business” means any corporation, partnership or other entity or person (other than the Company) which
is engaged (a) in the development, manufacture, marketing, distribution or sale of, or research directed to the development,
manufacture, marketing, distribution or sale of medical or aesthetic solutions or devices in the following markets: tattoo-removal, the
reduction of cellulite, improvement of skin laxity, reduction of subcutaneous fat, or (b) in any other business activity carried on or
planned to be carried on by the Company or any subsidiaries of the Company during the Term.
(d)
“Territory” shall mean (i) the United States, and (ii) any foreign jurisdiction in which the Company or any
subsidiary of the Company is then conduting clinical trials, providing services or products, or marketing its services or products (or
engaged in active discussions to provide such services).
8

(e)
Executive agrees that in the event a court determines the length of time or the geographic area or activities
prohibited under this Section 9 are too restrictive to be enforceable, the court shall reduce the scope of the restriction to the extent
necessary to make the restriction enforceable. In furtherance and not in limitation of the foregoing, the Company and the Executive
each intend that the covenants contained in this Section 9 shall be deemed to be a series of separate covenants, one for each and every
state, territory or jurisdiction of the United States and any foreign country set forth therein. If, in any judicial proceeding, a court shall
refuse to enforce any of such separate covenants, then such unenforceable covenants shall be deemed eliminated from the provisions
hereof for the purpose of such proceedings to the extent necessary to permit the remaining separate covenants to be enforced in such
proceedings.
9.
Representation and Warranty. The Executive hereby acknowledges and represents that he has had the opportunity to
consult with legal counsel regarding his rights and obligations under this Agreement and that he fully understands the terms and
conditions contained herein. Executive represents and warrants that Executive has provided the Company a true and correct copy of any
agreements that purport: (a) to limit Executive’s right to be employed by the Company; (b) to prohibit Executive from engaging in any
activities on behalf of the Company; or (c) to restrict Executive’s right to use or disclose any information while employed by the
Company. Executive further represents and warrants that Executive will not use on the Company’s behalf any information, materials,
data or documents belonging to a third party that are not generally available to the public, unless Executive has obtained written
authorization to do so from the third party and provided such authorization to the Company. In the course of Executive’s employment
with the Company, Executive is not to breach any obligation of confidentiality that Executive has with third parties, and Executive
agrees to fulfill all such obligations during Executive’s employment with the Company. Executive further agrees not to disclose to the
Company or use while working for the Company any trade secrets belonging to a third party.
10.
Injunctive Relief. Without limiting the remedies available to the Company, Executive acknowledges that a breach of
any of the covenants contained in Sections 8 and 9 above may result in material irreparable injury to the Company for which there is no
adequate remedy at law, that it will not be possible to measure precisely damages for such injuries and that, in the event of such a breach
or threat thereof, the Company shall be entitled, without the requirement to post bond or other security, to obtain a temporary restraining
order and/or injunction restraining Executive from engaging in activities prohibited by this Agreement or such other relief as may be
required to specifically enforce any of the covenants in Sections 8 and 9 of this Agreement.
11.
Notice. Any notice or other communication required or permitted to be given to the Parties shall be deemed to have
been given if either personally delivered, or if sent for next-day delivery by nationally recognized overnight courier, and addressed as
follows:
(a) If to Executive, to:
Joe D. Tanner
7107A NE Vancouver Mall Drive
Vancouver, WA 98661
(b) If to the Company, to:
Soliton, Inc.
5304 Ashbrook Drive
Houston, Texas 77081
Attention: President
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1 2 .
Severability. If any provision of this Agreement is declared void or unenforceable by a court of competent
jurisdiction, all other provisions shall nonetheless remain in full force and effect.
1 3 .
Withholding. The Company may withhold from any payment that it is required to make under this Agreement
amounts sufficient to satisfy applicable withholding requirements under any federal, state or local law.
14.
Indemnification/D&O Insurance. The Company shall purchase and maintain director and officer liability insurance
on such terms and providing such coverage as the Board determines is appropriate from time-to-time, and the Executive shall be
covered by such insurance, pursuant to the terms of the applicable plan(s) and policy(ies), to the same extent as similarly situated
officers and directors of the Company.
15.
Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Texas, without regard to the conflict of laws provisions thereof. Any action, suit or other legal proceeding that is
commenced to resolve any matter arising under or relating to any provision of this Agreement shall be submitted to the exclusive
jurisdiction of any state or federal court in Harris County, Texas.
16.
Waiver. The waiver by either Party of a breach of any provision of this Agreement shall not be or be construed as a
waiver of any subsequent breach. The failure of a Party to insist upon strict adherence to any provision of this Agreement on one or more
occasions shall not be considered a waiver or deprive that Party of the right thereafter to insist upon strict adherence to that provision or
any other provision of this Agreement. Any such waiver must be in writing, signed by the Party against whom such waiver is to be
enforced.
1 7 .
Assignment. This Agreement is a personal contract and Executive may not sell, transfer, assign, pledge or
hypothecate his rights, interests and obligations hereunder. Except as otherwise herein expressly provided, this Agreement shall be
binding upon and shall inure to the benefit of Executive and his personal representatives and shall inure to the benefit of and be binding
upon the Company and its successors and assigns, including without limitation, any corporation or other entity into which the Company
is merged or which acquires all or substantially all of the assets of the Company.
1 8 .
Entire Agreement. This Agreement (together with Appendix A hereto) embodies all of the representations,
warranties, covenants, understandings and agreements between the Parties relating to Executive’s employment with the Company. No
other representations, warranties, covenants, understandings, or agreements exist between the Parties relating to Executive’s
employment. This Agreement shall supersede all prior agreements, written or oral, relating to Executive’s employment. This Agreement
may not be amended or modified except by a writing signed by the Parties.
[Signature page follows]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed and delivered on the date first written above.
SOLITON, INC.

By: /s/ Christopher Capelli
Name: Christopher Capelli
Title:
Chief Executive Officer, President
Agreed to and Accepted:
/s/ Joe Tanner
Date: February 25, 2019
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APPENDIX A
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APPENDIX B
Employee owns a fifty percent (50%) interest in Minit Holdings, LLC, the holding company for a chain of convenience stores and
related assets such as real estate. Employee has no role in daily operations but does participate in decisions and actions related to
material transactions such as buy and selling assets.
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Exhibit 10.4
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
This AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Agreement”) is entered into as of February 25, 2019
(the “Effective Date”), by and between Soliton, Inc., a Delaware corporation (the “Company”) having its principal place of business at
5304 Ashbrook Drive, Houston, Texas 77081, and Lori Bisson (“ Executive”), and the Company and the Executive collectively referred
to herein as the “Parties”).
WITNESSETH:
WHEREAS, the Executive previously served as the Company’s Chief Financial Officer (“CFO”) pursuant to that certain
Executive Employment Agreement, dated as of June 1, 2016, between the Executive and the Company (the “First Employment
Agreement”);
WHEREAS, the Company and Executive now both desire to amend and restate the First Employment Agreement in favor of this
Agreement for Company to employ Executive as the Company’s Chief Financial Officer (“CFO”) commencing as of the Effective Date,
and the Parties desire to enter into this Agreement embodying the terms of such employment;
NOW, THEREFORE, in consideration of the premises and the mutual covenants and promises of the Parties contained herein,
the Parties, intending to be legally bound, hereby agree as follows:
1 .
Term. The term of employment under this Agreement (the “Term”) shall be for a one-year period commencing on the
Effective Date and shall be automatically extended for an additional one-year period on the one-year anniversary of the Effective Date
and each subsequent anniversary thereof, unless and until the Company or Executive provides written notice to the other party not less
than ninety (90) days before such anniversary date that such party is electing not to extend the Term, in which case the Term shall end
at the expiration of the Term as last extended, unless sooner terminated as set forth below. Following any such notice by the Company
of its election not to extend the Term, Executive may terminate her employment at any time prior to the expiration of the Term by
giving written notice to the Company at least thirty (30) days prior to the effective date of termination, and upon the earlier of such
effective date of termination or the expiration of the Term, Executive shall be entitled to receive the same severance benefits as are
provided upon a termination of employment by the Company without Cause as described in Section 6(a). If upon the expiration of the
Term due to nonrenewal and neither Party has terminated Executive’s employment with the Company, Executive shall remain an at-will
employee of the Company, provided that Executive’s employment shall not be covered by this Agreement (except for the applicable
restrictive covenant provisions, which shall survive termination of this Agreement in all cases).
2.

Title and Job Duties.

(a)
Subject to the terms and conditions set forth in this Agreement, the Company agrees to employ Executive as Chief
Financial Officer. Executive shall report directly to the Chief Executive Officer.

(b)
Executive accepts such employment and agrees during the Term to devote her full business and professional time
and energy to the Company, except as indicated on Appendix B, and agrees faithfully to perform her duties and responsibilities in an
efficient, trustworthy and business-like manner. Executive also agrees that the Chief Executive Officer shall determine from time to
time such other duties as may be assigned to Executive. Executive agrees to carry out and abide by such directions of the Chief
Executive Officer. Executive’s principal place of employment shall be the principal offices of the Company currently located in
Houston, Texas; provided, however, that Executive understands and agrees that Executive will be required to travel from time to time
for business reasons.
(c)
Without limiting the generality of the foregoing, Executive shall not, without the written approval of the Company,
as indicated on Appendix B, render services of a business or commercial nature on her own behalf or on behalf of any other person,
firm, or corporation, whether for compensation or otherwise, during her employment hereunder. The foregoing limitation shall not
apply to Executive’s involvement in associations, charities and service on another entity’s board of directors, provided such
involvement does not interfere with Executive’s responsibilities (and as it pertains to any service on another entity’s board of directors,
provided such action is pre-approved by the Company). Notwithstanding any of the foregoing, Executive will be permitted to engage in
the activities approved by the Compensation Committee and to purchase or own less than five percent (5%) of the publicly traded
securities of any Person (as defined below); provided that, in the latter case such ownership represents a passive investment and that
Executive is not a controlling Person of, or a member of a group that controls, such Person; provided further that, the activities
described above do not interfere with the performance of Executive’s duties and responsibilities to Company as provided hereunder. As
used herein, “Person” means an individual, corporation, partnership, joint venture, limited liability company, unincorporated
organization, trust, association or other entity.
3.

Salary and Additional Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary (“Base Salary”) of $265,000 in accordance
with the Company’s normal payroll procedures. The Compensation Committee of the Board of Directors of the Company (the “ Board”)
shall review the Executive’s Base Salary no less than annually and may increase (but not decrease) such Base Salary during the Term.
( b ) Annual Bonus. For each compensation year during the Term and commencing with the 2019 compensation year,
Executive will be entitled to receive an annual cash bonus (the “Annual Bonus”), payable with respect to each compensation year
completed during the Term, within ninety (90) days of the completion of such compensation year. The final determination on the
amount, if any, of the Annual Bonus will be made by, and in the sole discretion of the Compensation Committee (or the Board, if such
committee has been dissolved), based on goals and objectives approved by the Compensation Committee of the Board (or the Board, if
such committee has been dissolved). The target Annual Bonus for the 2019 compensation year will be 38% of Base Salary. The term
“compensation year” shall mean the Company’s fiscal year
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( c ) Annual Option Grant. For each compensation year during the Term and commencing with the 2018/2019
compensation year, Executive will be entitled to receive an annual option grant (the “Annual Grant”), payable with respect to each
compensation year of the Term, within ninety (90) days of the completion of such compensation year, provided Executive is employed
by the Company on such date. The final determination on the amount, if any, of the Annual Grant will be made by, and in the sole
discretion of the Compensation Committee (or the Board, if such committee has been dissolved), based on goals and objectives
approved by the Compensation Committee of the Board (or the Board, if such committee has been dissolved). The target Annual Grant
for the 2018/2019 compensation year will be $450,000. The Annual Grant shall have a term of ten years and shall vest in four (4) equal
installments on each of the succeeding four anniversary dates of the date of grant, provided Executive remains continuously employed
by Company through each such vesting date. The Annual Grant shall be made pursuant to the Soliton, Inc. 2018 Stock Plan, and shall in
all respects be subject to the terms and conditions of such plan6(a).
4.
Expenses. In accordance with Company policy, the Company shall reimburse Executive for all reasonable association
fees, professional related expenses (certifications, licenses and continuing professional education) and business expenses properly and
necessarily incurred and paid by Executive in the performance of her duties under this Agreement, upon presentment of detailed receipts
in the form required by the Company’s policy. Notwithstanding the foregoing, all expenses must be promptly submitted for
reimbursement by the Executive. In no event shall any reimbursement be paid by the Company after the end of the calendar year
following the calendar year in which the expense is incurred by the Executive. Benefits.
(a) Vacation and Sick Leave. Executive shall be entitled to four (4) weeks of vacation per year and six (6) days of sick
leave per year, in accordance with the Company’s applicable policies.
(b)
Health Insurance and Other Plans. Executive shall be eligible to participate in the Company’s medical, dental and
other employee benefit programs, if any, that are provided by the Company for its employees at Executive’s level in accordance with
the provisions of any such plans, as the same may be in effect from time to time.
5.

Termination.
(a)

Termination at the Company’s Election.

( i ) For Cause. Executive’s employment may be terminated during the Term by the Company at any time for
Cause (as defined below) upon written notice to Executive given pursuant to Section 11 of this Agreement. For purposes of this
Agreement, “Cause” shall mean that Executive: (A) pleads “guilty” or “no contest” to, or is convicted of an act which is defined as a
felony under federal or state law, or is indicted or formally charged with acts involving criminal fraud or embezzlement; (B) engages in
conduct that constitutes gross negligence or willful misconduct, other than as a result of any Disability; (C) engages in substantiated
fraud, misappropriation or embezzlement against the Company; (D) engages in any inappropriate or improper conduct that causes
material harm to the reputation of the Company; or (E) materially breaches any term of this Agreement. To the extent any act or claim
allegedly giving rise to Cause may be cured, the Company shall provide Executive with written notice within thirty (30) days of the first
instance of the act or claim allegedly giving rise to Cause and Executive shall have thirty (30) days to cure such act or claim. For
purposes of this provision, no act or failure to act on the part of Executive shall be considered “willful” unless it is done, or omitted to
be done, by Executive in bad faith or without reasonable belief that Executive’s action or omission was in the best interests of Company.
Any act, or failure to act, based upon authority given pursuant to a resolution duly adopted by the Board or upon the advice of counsel
for Company shall be conclusively presumed to be done, or omitted to be done, by Executive in good faith and in the best interests of
Company.
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( i i ) Upon Disability. If a Disability (as defined below) of Executive has occurred, the Company may give to
Executive written notice of its intention to terminate Executive’s engagement. In such event, Executive’s engagement shall terminate
effective on the 30th day after receipt of such notice by Executive (the “Disability Effective Date”), provided that, within thirty (30)
days after such receipt, Executive shall not have returned to full-time performance of Executive’s duties. For purposes of this
Agreement, “Disability” shall mean Executive is entitled to receive long-term disability benefits under Company’s long-term disability
plan, or if there is no such plan, Executive’s inability, due to physical or mental incapacity, to substantially perform his duties and
responsibilities under this Agreement for one hundred eighty (180) days out of any three hundred sixty-five (365) day period or one
hundred twenty (120) consecutive days; provided however, in the event Company temporarily replaces Executive, or transfers
Executive’s duties or responsibilities to another individual on account of Executive’s inability to perform such duties due to a mental or
physical incapacity which is, or is reasonably expected to become, a Disability, then Executive’s employment shall not be deemed
terminated by Company. To the extent the Company does not have a long-term disability plan, any question as to the existence of
Executive’s Disability as to which Executive and Company cannot agree shall be determined in writing by a qualified independent
physician mutually acceptable to Executive and Company. If Executive and Company cannot agree as to a qualified independent
physician, each shall appoint such a physician and those two physicians shall select a third who shall make such determination in
writing. The determination of Disability made in writing to Company and Executive shall be final and conclusive for all purposes of this
Agreement.
(iii) Upon Death or Without Cause. The Company may terminate Executive’s employment at any time during the
Term: (A) upon Executive’s death or (B) with thirty (30) days prior written notice, at any time Without Cause for any or no reason.
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(b)
Termination at Executive’s Election; Good Reason Termination . Notwithstanding anything contained elsewhere in
this Agreement to the contrary, Executive may terminate her employment hereunder at any time and for any reason, upon thirty (30)
days’ prior written notice given pursuant to Section 11 of this Agreement (“ Voluntary Resignation ”), provided that upon notice of
resignation, the Company may terminate Executive’s employment immediately and pay Executive thirty (30) days’ Base Salary in lieu
of notice. Furthermore, the Executive may terminate this Agreement for “Good Reason,” which shall be deemed to exist: (i) if the Board,
or the board of directors or managers of any successor entity of the Company, removes the Executive as the Chief Financial Officer of
the Company; (ii) if the Company requires Executive, without Executive’s consent, to be based at any office located more than 40 miles
from the Company’s current headquarters in Houston, Texas; (iii) if there is a material reduction of Executive’s Base Salary below the
amount specified in Section 3(a), other than a general reduction in Base Salary that affects all similarly situated employees of Company
in substantially the same proportions; (iv) if Executive is assigned any duties materially inconsistent with the duties or responsibilities
of the Chief Financial Officer of the Company as contemplated by this Agreement or any other action by the Company that results in a
material diminution in such position, authority, duties, or responsibilities, excluding an isolated, insubstantial, and inadvertent action not
taken in bad faith; or (v) a material breach by the Company of this Agreement, or any other agreement entered into between the
Company and Executive. Good Reason shall not exist hereunder unless the Executive provides notice in writing to the Company of the
existence of a condition described above within a period not to exceed ninety (90) days of Executive learning of the facts that give rise
to the claim of Executive’s intent to terminate for Good Reason, and with respect to subsection (v) of this section, to the extent such
material breach may be cured, the Company does not remedy the condition within thirty (30) days of receipt of such notice.
(c) Termination in General. If Executive’s employment with the Company terminates for any reason, the Company will
pay or provide to Executive: (i) any unpaid Base Salary through the date of employment termination, (ii) any unpaid Annual Bonus for
the compensation year prior to the compensation year in which the termination occurs (payable at the time the bonuses are paid to
employees generally), (iii) any accrued but unused vacation or paid time off in accordance with the Company’s policy, (iv)
reimbursement for any unreimbursed business expenses incurred through the termination date, to the extent reimbursable in accordance
with Section 4, and (v) all other payments or benefits (if any) to which Executive is entitled under the terms of any benefit plan or
arrangement.
6.

Severance.

(a)
Subject to Section 6(b) below, if Executive’s employment is terminated prior to the end of the Term by the
Company without Cause (and for other than death or Disability) or by Executive for Good Reason, Executive shall be entitled to receive
a severance payment equal to (i) nine months of Executive’s Base Salary, and (ii) a pro rata portion of the target Annual Bonus for the
compensation year in which such termination occurs. Such severance payment shall be made in a single lump sum sixty (60) days
following such termination, provided the Executive has executed and delivered to the Company, and has not revoked a general release
of the Company, its parents, subsidiaries and affiliates and each of its officers, directors, employees, agents, successors and assigns, and
such other persons and/or entities as the Company may determine, in a form reasonably acceptable to the Company. Such general
release shall be delivered on or about the date of termination and must be executed within twenty-one (21) days of delivery of the
release.
(b) If Executive's employment is terminated prior to the end of the Term by the Company without Cause (and for other
than Disability) or by Executive for Good Reason, and if Executive is eligible for and elects to continue to participate in the Company’s
medical and dental benefit programs pursuant to COBRA and applicable state continuation laws and regulations, the Company will
continue to pay the same portion of Executive's medical and dental insurance premiums under COBRA as during active employment
(for Executive and eligible spouse and dependents) until the earlier of: (1) nine months from Executive's termination of employment; or
(2) the date Executive is eligible for medical and/or dental insurance benefits from another employer.
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(c)
Notwithstanding the foregoing, (i) any payment(s) of “nonqualified deferred compensation” (within the meaning of
Section 409A of the Code and the regulations and official guidance issued thereunder (“Section 409A”)) that is/are required to be made
to Executive hereunder as a “specified employee” (as defined under Section 409A) as a result of such employee’s “separation from
service” (within the meaning of Section 409A) shall be delayed for the first six (6) months following such separation from service (or, if
earlier, the date of death of the specified employee) and shall instead be paid upon expiration of such six (6) month delay period; and
(ii) for purposes of any such payment that is subject to Section 409A, if the Executive’s termination of employment triggers the
payment of “nonqualified deferred compensation” hereunder, then the Executive will not be deemed to have terminated employment
until the Executive incurs a “separation from service” within the meaning of Section 409A.
7.

Confidentiality Agreement; Inventions .

(a)
Executive understands that during the Term she may have access to unpublished and otherwise confidential
information both of a technical and non-technical nature, relating to the business of the Company and any of its parents, subsidiaries,
divisions, affiliates (collectively, “Affiliated Entities”), or clients, including without limitation any of their actual or anticipated
business, research or development, any of their technology or the implementation or exploitation thereof, including without limitation
information pertaining to patent formulations, vendors, prices, costs, materials, processes, codes, material results, technology, system
designs, system specifications, materials of construction, trade secrets and equipment designs, including information disclosed to the
Company by others under agreements to hold such information confidential (collectively, the “Confidential Information”). Executive
agrees to observe all Company policies and procedures concerning such Confidential Information. Executive further agrees not to
disclose or use, either during her employment or at any time thereafter, any Confidential Information for any purpose, including without
limitation any competitive purpose, unless authorized to do so by the Company in writing, except that she may disclose and use such
information when necessary in the performance of her duties for the Company. Executive’s obligations under this Agreement will
continue with respect to Confidential Information, whether or not her employment is terminated, until such information becomes
generally available from public sources through no action of Executive. Notwithstanding the foregoing, however, (i) Executive shall be
permitted to disclose Confidential Information as may be required by a subpoena or other governmental order, provided that she first
notifies promptly the Company of such subpoena, order or other requirement and allows the Company the opportunity to obtain a
protective order or other appropriate remedy, and (ii) nothing herein shall prohibit Executive from reporting a suspected violation of law
to any governmental or regulatory agency and cooperating with such agency, or from receiving a monetary recovery for information
provided to such agency, or making disclosures that are otherwise protected under applicable law or regulation. The Company
acknowledges that Confidential Information does not include, and Executive’s obligations of confidence do not apply to, that which was
already known to Executive, prior to becoming affiliated with the Company in any capacity, including but not limited to, as an officer,
director, employee or consultant to the Company, or which is now publicly available or which becomes publicly available in the future
other than by breach of this Agreement by Executive, or which is disclosed to Executive by third parties under no obligation of
confidence to the Company.
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(b)
During Executive’s employment, upon the Company’s request, or upon the termination of her employment for any
reason, Executive will promptly deliver to the Company all documents, records, files, notebooks, manuals, letters, notes, reports,
customer and supplier lists, cost and profit data, e-mail, apparatus, computers, cell phones, tablets, hardware, software, drawings, and
any other material of the Company or any of its Affiliated Entities or clients, including all materials pertaining to Confidential
Information developed by Executive or others, and all copies of such materials, whether of a technical, business or fiscal nature, whether
on the hard drive of a laptop or desktop computer, in hard copy, disk or any other format, which are in Executive’s possession, custody
or control.
(c)
Executive will promptly disclose to the Company any idea, invention, discovery or improvement, whether
patentable or not (“Creations”), conceived or made by her alone or with others at any time during her employment, whether pursuant to
this Agreement or pursuant to any prior employment or consulting agreement. Executive agrees that the Company owns all such
Creations, conceived or made by Executive alone or with others at any time during her employment, and Executive hereby assigns and
agrees to assign to the Company all rights she has or may acquire therein and agrees to execute any and all applications, assignments
and other instruments relating thereto which the Company deems necessary or desirable. These obligations shall continue beyond the
termination of her employment with respect to Creations and derivatives of such Creations conceived or made during her employment
with the Company. Executive understands that the obligation to assign Creations to the Company shall not apply to any Creation which
is developed entirely on her own time without using any of the Company’s equipment, supplies, facilities, and/or Confidential
Information unless such Creation (a) relates in any way to the Company’s business or to the current or anticipated research or
development of the Company or any of its Affiliated Entities, as evidenced by written documentation; or (b) results in any way from her
work at the Company.
(d)
Executive will not assert any rights to any invention, discovery, idea or improvement relating to the business of the
Company or any of its Affiliated Entities or to her duties hereunder as having been made or acquired by Executive prior to her work for
the Company, except for the matters, if any, described in Appendix A to this Agreement.
(e)
During the Term, if Executive incorporates into a product or process of the Company or any of its Affiliated Entities
anything listed or described in Appendix A, the Company is hereby granted and shall have a non-exclusive, royalty-free, irrevocable,
perpetual, worldwide license (with the right to grant and authorize sublicenses) to make, have made, modify, use, sell, offer to sell,
import, reproduce, distribute, publish, prepare derivative works of, display, perform publicly and by means of digital audio transmission
and otherwise exploit as part of or in connection with any product, process or machine.
7

(f)
Executive agrees to cooperate fully with the Company, both during and after her employment with the Company,
with respect to the procurement, maintenance and enforcement of copyrights, patents, trademarks and other intellectual property rights
(both in the United States and foreign countries) relating to such Creations. Executive shall sign all papers, including, without
limitation, copyright applications, patent applications, declarations, oaths, formal assignments, assignments of priority rights and powers
of attorney, which the Company may deem necessary or desirable in order to protect its rights and interests in any Creations. Executive
further agrees that if the Company is unable, after reasonable effort, to secure Executive’s signature on any such papers, any officer of
the Company shall be entitled to execute such papers as her agent and attorney-in-fact and Executive hereby irrevocably designates and
appoints each officer of the Company as her agent and attorney-in-fact to execute any such papers on her behalf and to take any and all
actions as the Company may deem necessary or desirable in order to protect its rights and interests in any Creations, under the
conditions described in this paragraph.
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.
Non-solicitation; non-competition. (a) Executive agrees that, during the Term and until nine months after the
termination of his employment, Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, employ
or actively solicit for employment any employee of the Company or any of its Affiliated Entities, or anyone who was an employee of
the Company or any of its Affiliated Entities within the six (6) months prior to the termination of Executive’s employment, or induce
any such employee to terminate his or her employment with the Company or any of its Affiliated Entities.
(b)
Executive further agrees that, during the Term and until nine months after the termination of her employment,
Executive will not, directly or indirectly, including on behalf of any person, firm or other entity, without the express written consent of
an authorized representative of the Company, (i) perform services within the Territory (as defined below) for any Competing Business
(as defined below), whether as an employee, consultant, agent, contractor or in any other capacity, (ii) hold office as an officer or
director or like position in any Competing Business, or (iii) request any present or future customers of the Company or any of its
Affiliated Entities to curtail or cancel their business with the Company or any of its Affiliated Entities. These obligations will continue
for the specified period regardless of whether the termination of Executive’s employment was voluntary or involuntary or with or
without Cause or for any other reason.
(c)
“Competing Business” means any corporation, partnership or other entity or person (other than the Company) which
is engaged (a) in the development, manufacture, marketing, distribution or sale of, or research directed to the development,
manufacture, marketing, distribution or sale of medical or aesthetic solutions or devices in the following markets: tattoo-removal, the
reduction of cellulite, improvement of skin laxity, reduction of subcutaneous fat, or (b) in any other business activity carried on or
planned to be carried on by the Company or any subsidiaries of the Company during the Term.
(d)
“Territory” shall mean (i) the United States, and (ii) any foreign jurisdiction in which the Company or any
subsidiary of the Company is then conduting clinical trials, providing services or products, or marketing its services or products (or
engaged in active discussions to provide such services).
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(e)
Executive agrees that in the event a court determines the length of time or the geographic area or activities
prohibited under this Section 8 are too restrictive to be enforceable, the court shall reduce the scope of the restriction to the extent
necessary to make the restriction enforceable. In furtherance and not in limitation of the foregoing, the Company and the Executive
each intend that the covenants contained in this Section 8 shall be deemed to be a series of separate covenants, one for each and every
state, territory or jurisdiction of the United States and any foreign country set forth therein. If, in any judicial proceeding, a court shall
refuse to enforce any of such separate covenants, then such unenforceable covenants shall be deemed eliminated from the provisions
hereof for the purpose of such proceedings to the extent necessary to permit the remaining separate covenants to be enforced in such
proceedings.
9.
Representation and Warranty. The Executive hereby acknowledges and represents that she has had the opportunity to
consult with legal counsel regarding her rights and obligations under this Agreement and that she fully understands the terms and
conditions contained herein. Executive represents and warrants that Executive has provided the Company a true and correct copy of any
agreements that purport: (a) to limit Executive’s right to be employed by the Company; (b) to prohibit Executive from engaging in any
activities on behalf of the Company; or (c) to restrict Executive’s right to use or disclose any information while employed by the
Company. Executive further represents and warrants that Executive will not use on the Company’s behalf any information, materials,
data or documents belonging to a third party that are not generally available to the public, unless Executive has obtained written
authorization to do so from the third party and provided such authorization to the Company. In the course of Executive’s employment
with the Company, Executive is not to breach any obligation of confidentiality that Executive has with third parties, and Executive
agrees to fulfill all such obligations during Executive’s employment with the Company. Executive further agrees not to disclose to the
Company or use while working for the Company any trade secrets belonging to a third party.
10.
Injunctive Relief. Without limiting the remedies available to the Company, Executive acknowledges that a breach of
any of the covenants contained in Sections 7 and 8 above may result in material irreparable injury to the Company for which there is no
adequate remedy at law, that it will not be possible to measure precisely damages for such injuries and that, in the event of such a breach
or threat thereof, the Company shall be entitled, without the requirement to post bond or other security, to obtain a temporary restraining
order and/or injunction restraining Executive from engaging in activities prohibited by this Agreement or such other relief as may be
required to specifically enforce any of the covenants in Sections 7 and 8 of this Agreement.
11.
Notice. Any notice or other communication required or permitted to be given to the Parties shall be deemed to have
been given if either personally delivered, or if sent for next-day delivery by nationally recognized overnight courier, and addressed as
follows:
(a) If to Executive, to:
Lori Bisson_______
4533 Beech Street__
Bellaire, TX 77401___
(b) If to the Company, to:
Soliton, Inc.
5304 Ashbrook Drive
Houston, Texas 77081
Attention: President
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12.
Severability. If any provision of this Agreement is declared void or unenforceable by a court of competent jurisdiction,
all other provisions shall nonetheless remain in full force and effect.
1 3 .
Withholding. The Company may withhold from any payment that it is required to make under this Agreement
amounts sufficient to satisfy applicable withholding requirements under any federal, state or local law.
14.
Indemnification/D&O Insurance. The Company shall purchase and maintain director and officer liability insurance on
such terms and providing such coverage as the Board determines is appropriate from time-to-time, and the Executive shall be covered
by such insurance, pursuant to the terms of the applicable plan(s) and policy(ies), to the same extent as similarly situated officers and
directors of the Company.
15.
Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of
the State of Texas, without regard to the conflict of laws provisions thereof. Any action, suit or other legal proceeding that is
commenced to resolve any matter arising under or relating to any provision of this Agreement shall be submitted to the exclusive
jurisdiction of any state or federal court in Harris County, Texas.
16.
Waiver. The waiver by either Party of a breach of any provision of this Agreement shall not be or be construed as a
waiver of any subsequent breach. The failure of a Party to insist upon strict adherence to any provision of this Agreement on one or more
occasions shall not be considered a waiver or deprive that Party of the right thereafter to insist upon strict adherence to that provision or
any other provision of this Agreement. Any such waiver must be in writing, signed by the Party against whom such waiver is to be
enforced.
17.
Assignment. This Agreement is a personal contract and Executive may not sell, transfer, assign, pledge or hypothecate
her rights, interests and obligations hereunder. Except as otherwise herein expressly provided, this Agreement shall be binding upon and
shall inure to the benefit of Executive and her personal representatives and shall inure to the benefit of and be binding upon the
Company and its successors and assigns, including without limitation, any corporation or other entity into which the Company is
merged or which acquires all or substantially all of the assets of the Company.
18.
Entire Agreement. This Agreement (together with Appendix A hereto) embodies all of the representations, warranties,
covenants, understandings and agreements between the Parties relating to Executive’s employment with the Company. No other
representations, warranties, covenants, understandings, or agreements exist between the Parties relating to Executive’s employment.
This Agreement shall supersede all prior agreements, written or oral, relating to Executive’s employment. This Agreement may not be
amended or modified except by a writing signed by the Parties.
[Signature page follows]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed and delivered on the date first written above.
SOLITON, INC.

By: /s/ Christopher Capelli
Name: Christopher Capelli
Title:
Chief Executive Officer, President
Agreed to and Accepted:
/s/ Lori Bisson
Date: February 25, 2019
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APPENDIX A
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APPENDIX B
Employee has a consulting role with Moleculin Biotech, Inc. (“MBI”) with no minimum hourly time requirement under the consulting
agreement. Employee’s existing responsibilities are as follows:
1.

Assist the Company’s management with historical perspective and information regarding the previously existing Moleculin, LLC
(“LLC”) and the MBI’s underlying assets.

2.

Manage and respond to questions from the previous LLC’s investors.

3.

Such other services as may be mutually agreed by the Company and Employee. Currently, this includes assisting with treasury
functions to enable segregation of duties for MBI and valuation assistance for the acquired IP of LLC.
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Exhibit 31.1
CERTIFICATION BY CHIEF EXECUTIVE OFFICER
I, Chris Capelli, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Soliton, 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 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and we 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. 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 (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.
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 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.

SIGNATURE
/s/ Christopher Capelli
Christopher Capelli

TITLE
Chief Executive Officer, President and Director
(principal executive officer)

DATE
March 1, 2019

Exhibit 31.2
CERTIFICATION BY CHIEF FINANCIAL OFFICER
I, Lori Bisson, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Soliton, 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 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and we 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. 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 (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.
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 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.

SIGNATURE
/s/ Lori Bisson
Lori Bisson

TITLE
Chief Financial Officer and Executive Vice-President
(principal financial and accounting officer)

DATE
March 1, 2019

Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)
Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United
States Code), the undersigned officer of Soliton, Inc., a Delaware corporation (the "Company"), does hereby certify, to such officer’s
knowledge, that:
The quarterly report on Form 10-Q for the quarter ended September 30, 2018 (the "Form 10-Q") of the Company fully complies with
the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended and information contained in the Form 10Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

SIGNATURE
/s/ Christopher Capelli
Christopher Capelli

TITLE
Chief Executive Officer, President and Director
(principal executive officer)

DATE
March 1, 2019

Exhibit 32.2
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)
Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United
States Code), the undersigned officer of Soliton, Inc., a Delaware corporation (the "Company"), does hereby certify, to such officer’s
knowledge, that:
The quarterly report on Form 10-Q for the quarter ended September 30, 2018 (the "Form 10-Q") of the Company fully complies with
the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended and information contained in the Form 10Q fairly presents, in all material respects, the financial condition and results of operations of the Company.

SIGNATURE
/s/ Lori Bisson
Lori Bisson

TITLE
Chief Financial Officer and Executive Vice-President
(principal financial and accounting officer)

DATE
March 1, 2019

