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100
345,700 0.70
13,194,037 26.90
)
2023 4 19 49,046,246
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2022 2021 2020 12 31 NEO
Q) 2 3
( ( (
) ) ) ) )
M.D. Ph.D. 2022 620,167 359,594 294,579 18,300 1,292,640
CEO 2021 596,315 1,980,330 163,987 17,400 2,758,032
2020 586,924 2,098,085 264,116 17,100 2,966,225
M.D. Ph.D. 2022 476,814 228,833 158,540 18,300 882,487
2021 458,474 1,260,210 88,256 17,400 1,824,340
2020 451,254 1,239,778 157,939 17,100 1,866,071
ID. M.B.A. 2022 357,150 117,685 118,752 18,300 611,887
2021 343,413 648,108 66,107 17,400 1,075,028
2020 338,005 839,234 53,236 17,100 1,247,575
( D FASB 718 ASC 718
2023 3 28 SEC 2022 12
31 10-K/A 1 6
Stock-based Compensation ( ) ASC718
2023
NEO
« 2
( 3 401(k)
M.D. Ph.D. 2007 4 1 M.D. Ph.D.
12
657,377 O)
i)
3
3 75
15
409A
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2022 12 31 2021 12 31
18,505,493 71,430,954
499,403 577,992
39,982,213 -
58,987,109 72,008,946
9,600,240 9,600,240
(1PR&D) 4,800,000 4,800,000
«C ) 45,269 57,565
629,495 824,215
92,792 115,492
74,154,905 87,406,458
(10,364,631 ) (12,216,801 )
424,646 402,740
2,605,308 2,298,203
157,505 131,965
3,187,459 2,832,908
201,792 201,792
523,619 694,674
3,912,870 3,729,374
(546,902 ) (521,255 )
5
0.001

2022 2021 12 31 100,000,000 49,046 49,003

2022 12 31 49,046,246

2021 12 31 49,043,246
477,438,451 476,788,012
115,285 98,877
407,130,177 393,061,094
70,242,035 83,677,084
9,817,729 ) (11,695,546 )
74,154,905 87,406,458

(10,364,631 )

(12,216,801 )
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- 4,037,500
9,143,792 8,538,027
5,484,857 5,715,285
14,628,649 14,253,312
14,628,649 10,215,812
809,673 143,626
247,285 59,498
14,066,261 10,131,684
2,822 2,568
14,069,083 10,134,252
1,966,436 ) (1,416,464 )
0.29 0.21
( 40.53 ) ( 29.35 )

49,045,342 48,596,255

14,069,083 10,134,252
16,408 10,658
14,085,491 10,144,910
1,968,729 ) (1,417,954 )
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®
2020 12 31 45,024,560 45,025 454,296,536 88,219 382,926,842 71,326,500
- - 1,717,513 - - 1,717,513
ESPP
( ) 1,424 2 6,108 - - 6,110
3,656,307 3,656 19,877,976 - - 19,881,632
360,955 360 889,879 - - 890,239
- — — - 10,134,252 10,134,252
— — — 10,658 - 10,658
2021 12 31 49,043,246 49,043 476,788,012 98,877 393,061,094 83,677,084
- — 642,522 - - 642,522
3,000 3 7,917 - - 7,920
— — — - 14,069,083 14,069,083
— — — 16,408 - 16,408
2022 12 31 49,046,246 49,046 477,438,451 115,285 407,130,177 70,242,035
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(ESPP)

12 31

2022 2021
14,069,083 10,134,252
642,522 1,717,513
17,707 26,149
154,003 —
122,475 —
- 286
194,719 216,640
150,605 50,319
329,010 1,026,525
145,515 231,735
12,911,563 9,381,605
59,877,526 —
19,877,526 -
5,010 28,732
40,005,010 28,732
7,920 20,890,239
_ 118,368
- 6,110
7,920 20,777,981
16,808 26,547
52,925,461 11,394,191
71,430,954 60,036,763
18,505,493 71,430,954
- 870,373
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1
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2022 2021 12 31 7,985,250 7,974,250
2016 6 FASB ASU No.2016-13 — Topic
326 ( ASU 2016-13 ) ASU 2016-13
CECL CECL
FASB ASU 2016-13
ASU
2019 11 FASB ASU 2016-03 2022 12 16
2023 1 1
2020 8 FASB ASU No.2020-06 Subtopic
470-20 — Subtopic 815-40 ASU 2020-
06 ASU 2020-06
ASU 2020-06 1
ASU 2020-06 2023 12

16
2024 1 1
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2013 1
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13,532 15,409
121,909 124,731
342,628 342,628
478,069 482,768
432,800 425,203
45,269 57,565
3 5
5 2022 2021 12 31
17,707 26,149
12 31
2022 2021
920,166 636,481
1,462,354 1,076,411
38,688 38,041
184,100 547,270
2,605,308 2,298,203
2027 1 31

2023 5 2 2
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12 31
2022 2021

198,035 242,676

248,610 228,779

- 870,373

157,505 131,965

523,619 694,674

681,124 826,639

3.90 4.54
9.8 9.8
2022 12 31

2023 216,154
2024 189,170
2025 197,585
2026 206,483
2027 17,269
2028 -
826,661
145,537
681,124
2022 2021 12 31

MN-166 MN-001

2022 12 31
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10
2022 12 31
16.5
2013 6 2013 2013
RSU 2013 2004
2004 8,700,000 2013
2004
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2022 12 31 1,949,317 2013
2022 12 31 2022
533,700 2023 1
2022 95 507,015
2013 2004 10
1 4
2022 2021 12 31

2022 2021 12 31
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2020 12 31 7,401,387 5.70
1,315,000 5.82
360,955 2.47
381,182 6.77
2021 12 31 7,974,250 5.81
591,700 2.28
3,000 2.64
577,700 5.85
2022 12 31 7,985,250 5.55
2022 12 31 7,394,381 5.80
( )
2021 12 31 1,286,333 3.54
591,700 1.47
738,134 3.47
549,030 3.58
2022 12 31 590,869 1.52
2022 2021 1,410 0.7
2022 12 31
4.89 4.56
2022 2021 12 31 0
32,840 2022 2021 12 31
0 32,840 2022 2021 12 31
2.6 4.2
2007 ESPP 300,000
15,000
1
ESPP
85 6 85
15
ESPP
2021 12 31 ESPP 1,424 ESPP
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3.51

12 31
2022 2021
3.88 0.58
78.81 72.41
0.00 0.00
4.70 5.48
12 31
2022 2021
- 0.05
- 83.40
- 0.00
- 0.5

122/156



2022 2021 12 31

2022 12 31

At-The-Market

0.20

ATM

2019 8 23 B. Riley FBR, Inc.
2022 8 26
B. Riley FBR
B. Riley FBR
Rule 415
NASDAQ
B. Riley FBR
ATM
B. Riley FBR
2022 2021 12 31
2021 1 11
3,656,307
0.1
2022 12 31
(2004 2013 )
2013
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2022 2021 12 31
12 31
2022 2021
14,084,240 10,145,822
17,979 14,138
14,066,261 10,131,684
2022 2021 12 31
12 31
2022 2021
2,822 2,568
2,822 2,568

2,822 2,568
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2022 2021 12 31
12 31
2022 2021
70,142,367 68,485,037
934 30,784
9,629,956 9,262,071
1,526,644 1,601,862
« ) 390,610 423,279
180,938 196,059
1,795,580 _
83,667,029 79,999,092
166,786 196,059
(1PR8D) 1,343,213 1,343,213
1,509,999 1,539,272
«C ) 82,157,030 78,459,820
82,358,822 78,661,612
« ) 201,792 201,792
« )
2022 12 31 2021 3.7
50
2022 12 31 276.6
182.9 232.3 2022
44.3
2028 2022 12 31
7.8 2.3
2024
1986 382 382 383 383
382 383
3 50
2011

382 383
2011 12
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12 31

2022 2021
21.0 21.0
6.4 2.7
2.6 2.8
26.4 3.5
0.3 0.2
1.3 10.4
1.9 12.4
- 7.0
0.1 —
0.0 0.0

50
12 31

2022 2021
11 893,371 -
3,610 -
— 893,371
12 31 896,981 893,371

2022 12

31

2022 12 31
12

2022 2021 12 31
75,859 72,330
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MEDICINGYA, INC,

CONSOLIDATED BALANCE SHEETS

Dhecember 31,
2002 201

Assets:
Current asseis:

Cash and cash equivalens 5 18505493 5 TLAML954

Prepaid expenses and other current assets 490,403 577,992

Investments 30982 213 —
Total current assets 58,987,109 72,008 946
Groodwill 9,600,240 9,600,240
In-process research and development 4, B0, (00 4, B0 000
Froperty and equipment, net 435,208 1,565
Right-of-use asset 619 495 B24.215
Oither non-current assets 2792 115,492
Total assets 5 T4I154905 5 BT406458
Linhilities and Stockholders" Equity
Current linhilities:

Accounts payable = 424646 & 402,740

Accrued labiities and other current Lisbilities 2,605,308 2298.208

Operating lease liability 157305 131968
Total current liabilitics 3,187 459 2832908
Dheferred e linhility 201,792 01,792
Oither non-current liabilities 523619 94674
Total labilities 3912370 3730314
Commitments and contingencies (MNote 5)
Stockholders” equnty:

Common stock, SO001 par value; 100,000,000 shares authorized at

December 31, 2022 and December 31, 2021; 49,046,246 and 49,043,246

shares issued and outstanding at December 31, 2022 and December 31,

21, respectively 49,046 49,043
Audditional paid-in capital 477,438,451 476,788,012
Accumulated other comprehensive loss (113,283) (98.8TT)
Accumulated defient (407130177 (393,061,094)

Total stockholders” equity 0,242,035 B36T7.084
Tatal liabilities and stockholders” equity 5 M154908 5 B740645%

See accompanying notes 1o consobidated fimancial stalemants.

EE
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MEDICINGOYA, INC,

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Year s endod December 31,
Fir=y 201
Revenues 5 — % 4,037,500
COperating expenses:
Research, development and patents 9143792 BAIR02T
Greneral and administrative 5484 857 5,715,285
Totil operating expenses 14,628,649 14,253,312
Operating loss {14,628 6459) (10215812
Interest income B00.673 143,626
Other expense, net {247 285) {59,458
Loss before income taxes {144,066, 261 (10,131,654)
Income tax expense (282} [2L568)
et loss applicable to common steckholders S (14,069 3 (10,134.252
Basic and diluted net boss per common share 5 (025} % (.21
Shares used to compute basic and diluted net loss per common share 49,045,342 48,596,255
et loss applicable 1o commeon stockholders § (14069083 5 (101342353,
Cither comprehensive loss, net of
Foreign currency translation adjusiments {14,408} (10,6583
Comprehenzive loss 5 (I4085491) 5 (10144910

See accompanying notes o consolidated fimancial stalements.

4

128/156

EDINETOOOO
000000000 0O(E05958)
ooOooood



Dalwwe @ Ddvember 11, 2000

MEBCINOV A, INC.
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MEDICINOVA, INC,

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year s ended December 31,
2 2021

Ciperating activities:
et loss § (14055083 5 (10,134252)
Adjustments o reconcile net loss 1o net cash used in operating sctivities:

Ton-cash stock-based compensation 642,532 1,717,513

Depreciation and amartization 17,707 26,149

Men-cash interesl on mvéstments {154, 003) —

Loss on disposal of investments 122,475 —

Loss on disposal of property and equipasent — 286

Change m carrying amount of nght-of-use asset 194,719 216,640
Changes in assets and linbilites:

Prepaid expenses and other assets 150,605 0,319

Accounts payable, accrued habalities and other labilities 3X.010 (1,026,525)

Orperating lease liabilities (145.515) (231,735)
Met cash used in operating activities (12,911,563} (9,381,605
Investing activities.

Purchases of investments [59.877.526) —

Proceads lrom disposal of investments 19877526 —

Acquisitions of property amd equipment (5.010) (28.73)
et cash wsed in inv esting sctivities. {40,005, 010 (28730
Financing activities:

Procesds from issuance of common stock mnd exercise of common

sock options 7.920 20,890,239

Common stock ssuance costs - {118.368)

Proceeds from isuance of equty under ESPP it 6,110
Het cash provided by financing sctivities 7,930 20,777,981
Effect of exchange rate changes on cash and cash equivalents {16,808} 26,547
et change in cash and cash equivalents (52,925 461) 11,394 191
Cash and cash equivalents, beginning of vear 71,430,954 0,036, 763
Cash and cash equivalents, end of vear § IB50549F 5 TI 4054
Supplemental disclosure of cash flow mformation:

Right-of-use assel obaimned m exchange for operating lease hability - 5 B3T3

See arcompaniving noles bo consolidated francial salements,
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MEDICINOVA, INC.
MNotes 1o Conselidaied Financial Siatemenis

1. Owganization and Summiary of Significant Accounting Policics
Chrgerization and Business

MediciMNova, Ine, (the "Company™ or “MMediciNova™) was incorpoated i the state of Delaware in September
2000 and 2 a public company, The Company s common stock is listed in both the United States and Japan and
trades on the NASDACQ Global Market and the Standard Market of the Tokyo Stock Exchange. The Company is a
brophrmaceutical company focused on developing novel therapeutics for the trestment of senous discases with
unmet medical needs with a commercial focus on the United States market. The Company’s current strategy 15 to
focus 1ts development activities on M- 166 (ibudilast) for neurslogical and other disorders such as progressive
mubiple scherosis (WVS) amyotrophic lateral scherosis (AL S), chemotherapy-induced penpheral neuropathy,
degenerative cervical myelopathy. glioblastoma, substanee dependence and addiction (¢ g.. methamphetamine
dependence, opiotd dependence, and alcohol dependence)), and prevention of acute respiratory distress syndrome,
and MN-001 {tpelukast) for fibrotic and other diseases such as nonalosholic Bty liver disease (NAFLLY and
whiopathic pulmonary fibrosis (JPF). The Company”s papeline alsoonclades MMN-221 (bedoradring) for the treatment
of acute exacerbation of asthma, and MN-0209 (denibulin) for solid tumor cancers.

Principles of Cansolidation

The consolidated financeal statements include the accounts of MediciNova, Inc. and its wholly owned
subsidianes MediciNova Japan, Ine., MediciMova (Europe) Limited, MediciNova Eurcpe GmbH amd Avigen [nc
The financial statements of the Company”s foreign subsidianies are measured using their local currency as the
functional curmency. The resulting translation adjustments are reconded a2 a compenent of other comprehensive
income or loss. Intercompany transaction gains or losses at each period end are incheded as translation adjustments
and recorded within other comprehensive income or boss. All intercompany transactions and balances are elimanated
in consalidation.

Segment Reporfing

Operating segments are identified as components of an enterprise about which separate discrete financial
informateon 15 available for evaluation by the chief operating decision-maker in making decisions regarding resource
allocation and assessing performance. The Company operates in a single operating segment - the acquasition and
development of small molecule therapeutics for the trestment of serious diseases with unmet medical needs.

Tnrparct of COVID-19 on e Conpany s Business

The pandemic caused by an outbreak of a new strain of coronavines (“COVID-19 or “the pandemic”) has
resulted, and 15 hikely 10 contimee 19 resull, in sigmificant natonal and glebal economic disruption and may adv ersely
affect the Company™s business. So fas, the Company has experienced certain adverse effects on its business as well
as been provided certain oppartunities as a result of the pandemic. The pandemic caused a decrease in the number
of patient visits at some chinical triad sites which the Company believes resulted in slower enrollment in the
Ceompany's clinical wals than would have occurred without the pandemic. However. the Company has seen an
increase in the number of patient visits compared to earlier in the pandemic and the Company continues o enroll
patients in climeal trinls. Throughout the pandemic, the Company has continued with routine climeal trial sctivities
mncluding executing new climical trial agreements. negotmting budgets, institutional review board (IRE) approvals,
site traaning. and other activities related 1o the inmation of new clinical tnials and the opening of new clinical irial
sites, although some of these activities took longer to complete than what the Company experienced prios to the
P-BlLdEm | [

The pandenmne created certmn new opporturities for the Company’s clirucal development and the Company has
pursued these opportunities. Following the cuwtbreak of the pandemic, the Company designed a clinical rial 1o
evabuate MM- 166 (ihudilast) for prevention of acute respimiory distress syndrome (ARDS) caused by COVID-19
The Company continues to actrvely monitor the pandemic situation and the possible effects on its financil
condition, hquidity, operations, supphers. industry, and workforce
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Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAF nequires management to
make estimates and assumptions that affect the reported amounts of assets and linbelities and disclosige of
contingent assets and liabalities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from these estimates.

Cash and Cash Equivalenis

Cash and cash equivalents consist of cash and other highly liquid mvestments, including money market
aceounts, with original miterities of three months or bess from the date of purchase,

Tnvestments

Investments purchased with an original maturity of greater than three months are classified o mvestments.
Investments are stated at far value and are classified as current or non-current based on the nature of the secunities
a5 well as their stated matunities. As of December 31, 2022, investments consisted of bank certificmes of deposit
with eriginal purchased maturity dates between seven mnd 13 months

Concentrations and Credit Risk

The Company maintains cash balances and has purchazed certificates of deposit at vanous financial institutions
and such balances and certificates of deposit commanty exceed the S250,000 amount nsured by the Federal Deposit
Insumance Corperation. The Company also maintains meney market funeds a2 varsous financial institutions which are
ot federally msured although are imvested primanly in ULS, gavernment securities. The Company has nod
experienced any losses i such accounts and management believes that the Company does not have significant credit
risk with respect to such cosh and cash equivalents.

Fair Vailne of Financial Instroments

Fimsancial instruments, including cash equivalents and sccounts pavable, ace carried ot cost, which marmgerment
believes approximates fair value because of the shori-term nature of these instruments

IPR&D, Leng-Lived Assers and Goodwill

Amounts incurred related to in-process rescarch and development (IPR&ED™) or asset purchases of [PR&D are
expensed as incurred. Amounis allocated 1o [PRED in connection with a business combination are recorded at fair
value and are considered indefinite-lived imangible assets untl completion or abandonment of the associated
research and development efforts. 1Eand when development 1s complete, which generally occurs when regulatory
approval to market a product is obtamed, the associated assets are decmed fnite-lived and amortized over a penod
thit best rellects the economic benefis provided by these asséts. Durning the period the asseéts are considerad
indefinite-lived, they will not be amontized but will be tested annually for impairment or more frequently if
indicators of impairment exist. The Company first assesses qualitative factors to determine whether it is more likely
than not that the fair value of the IPR&D 15 less than its carmying amount as a basis for determining wheether it 15
necessary o perform o quantitative assessment, [1 afler assessing qualitative factors, the Company determines i is
not mose likely than not that the faur value 12 less than it carrying amount, then @ quantitative assesament is
unnecessary. If the quantitative assessment is deemed necessary, the excess of the carmying value over fair valee will
be recorded as an impairment. The qualitative assessment focuses on the key inputs, assumplions and rationale
utilized in the establishment of the carrying value and related changes since the last quantitative assessment. Based
on the results of the Company 's anmual qualitative assessment, the Company concluded that i 1s not more hkely
than not that IPE&D was impaired for any of the penods presented

The Company’s bong-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the corrvang value of an asset {or asset group) may not be recoverable, and the Company will pecform
an impairment analysis. Long-lived assets are deemed 1o be impaired when the undiscounted cash fows expected to
be generated by the asset (or asset group) are less than the asset’s camying amount. Amy required impairment loss
would be measured as the amount by which the asset’s {or asset group’s) carmying value exceeds its farr value and
would be recorded as a reduction in the carving value of the related asset and a charge to operating expense. There
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were no events or changes in circumstances to indicate that the carrying value of an asset {or asset group) may not
be recoverable for any of the periods presented

Geodwill 15 reviewed for imparrment annually {as of December 3151} or more frequently if indicators of
impairment exist, As the Company operates in o single operating segrment and reporting unil, goodwill is assessed at
a commolidated level. The Company first assesses qualinative factors to determing whether it is more likely than not
that the far value of the reporting unit 15 less than it corrving amount, inchading goodwill 1T so, the Company will
proceed with & quantitative assessment that compares the fair value of the reperting unit with its camying amount. [
the fair value exceeds the carmying value as a result of either the qualitative or quantitative test, goodwill = not
considered impaired. The qualitative Factors melude ecoromic environment, business climate, market capitalization,
operating performance, com petition, wd cther factors, The Company placed the highest weight in excess cushion of
the market capitalimtion to the equity carrving value in the analysis. Based on the results of the Com pany”s annusl
qualitative assessment, the Company conchuded that it 15 not more likely than not that goodwill was mpaired for any
of the peniods presented.

Research, Development and Patents

Resenrch wnd development costs are expensed m the penod imcurred. Research and development costs primasily
consist of salartes and related expenses for personnel, facilives and depreciation, research and development supplies,
licenses and outside services. Such research and development costs totaled 8.7 million and 581 maliion for the
years ended December 31, 2022 and 2021, respectively.

Costs related 10 Oling and pursuing patent applications are expensed as incurred, as recoverability of such
expenditures is uncertain. The Company inchaudes all external costs related to the filing of patents in Reseanch,
Development and Patents expenses. Such patent-related expenses totaled $0.4 million and S04 milllion for the years
ended December 31, 2022 and 2021, respectively.

Leases

The Company determines il an armngement 15 o lease at inceplion and it 50, determines whether the lease
qualifies as an aperating or finance lease. The Company does not recognize right-of-use assets and lease liabilities
for leases with a term of 12 months or less and does nol separate non-lease components from lease. Operating lease
night-al-use assets and labilives are recognueed at commencement date based on the present valae of lease payments
over the lense term, Operating lease expenss 15 recogiized o a sright-line basis over the lease term and is included
in general and administrative expense, As the Company”s operating leases do not provide an miplicit rate, the
Company uses its incremental borrowing rate based on the information available a1 commencement date in
determining the present value of lease payments. The incremental borrowing rate = the rate that the Company wostld
expect to pay 10 borrow on o collaeralized and fully amortinng bazis over a gimilar term on amount equal o the
lease payments in a similar economic environment.

Climical Trial Accruals and Prepaid Expenses

Costs for preclimeal studies, climical studees and manulactuning activities are recopnized as research and
development expenses based on an evaluation of the progress by Company vendors towards com pletion of specific
tasks, using data such as patient enrollment, clinical site activations or information provided to the Company by such
vendors regarding their setusl costs incurred. Pavments for these sctivities are based on the terms of mdividual
comracts and pavment tming may differ significangly from the period in which the services are performed. The
Company determines accrual estimates through reports from and discussions with applicable personnel and owside
service providers as o the progress or state of completion of studies, or the services completed. The Company”s
estimates of accrued expenses as of each balance sheet date are based on the facts and crcumstances known at the
time, Costs that are paid in advance of performance are deferred as o prepaid expense and amortized over the service
period as the services are provided. As of December 31, 2022, the Company recorded 31,5 million and $0.3 million
in chimcal tnal sceruals and prepaid expenses, respectively. As of December 31, 2021, the Company recorded 511
millon and 504 mullion in clinical trial sceruals and prepard expenses, respectively.
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Share-Based Compensation

The Company estimates the far value of stock options using the Black-Scholes option pncing mode] on the
date of grant The fuir value of equity instruments expected to vest are recognized and amonized on a straight-line
basia over the requisite service period of the award, which is generally three to four years; however, the Company’s
equity compensation plans provide for any vesting schedule as the board may deem appropniste. Forlentures are
recogmized as they ocour

The Company issues employes performance-based stock options. the vesting of which is based on a
determination made by the board of directors as to the achievement of eertain corporate objectives at the end of the
performance peried. The grant date of such awards is the date on which the board of directors makes its
determination. For periods preceding the grant date, the expense related (o these awards 1s measured based on therr
fuir value at each repeming date and the expected number of options bused upon the expected performance compared
to the performance objectives

Net Loss Per Share

The Company computes basic net loss per share using the weighted average number of common shares
outstanding during the pertod. Diluted net loss per share 1s based upen the wesghted average number of commen
shares and potentially dilutive securities (common share equivalents) outstanding during the pertod. Commion share
equivalents outstanding, determined using the treasury stock method, are compnsed of shares that may be 1ssued
under the Company s outstanding stock option agreements. Common share equivabents are excluded from the
dilwted net loss per share caleulation i their effect is anti-dilutive

Potentially dilutive cuttanding securities af 7,985,250 and 7,974,230 for the vears ended December 31, 2022
and 2021, respectively, were excluded from diluted net loss per common share because of their anti-dilutive effect.

Recently Issued Accounting Pronouncentents

In June 2016, the Financeal Accounting Standards Board (“"FASBE™) issued Accounting Standards Update
(“ASLI™Y No. 200 6-13, Financial Instrmenty— Credil Losses (Topic 3260 Measurement of Credit Losses on
Financial festruments (“ASL 2016-137), The ASU introduced 4 new credit loss methodology, the Current Expected
Credit Losses ("CECL”) methodology, which requires sarlier recognition of eredit losses, while also providing
additional transparency about credit nisk. The CECL methodology utilizes a lifetime “expected eredn loss™
messurement objective for the recognition of credit losses for loans, held-to maturty: debt securities, trade
receivables and cther receivables measured at amortized cost at the time the financial asset is originated or aequired
Subsequent to the 1ssuance of ASL 2016-13, the FASE =ued several addinonal ASUs to clanty implementation
gusdince, provide narrow-scope improvements and provide addinonal disclosure guidance, In MNovember 2019, the
FASB issued an amendment making this ASU effective for fiscal years beginning after December 15, 2022 for
smaller reporting companies: Thie new standard was effective for the Company on January 1, 2023, There was no
mpact on the consalidated financial statements wpon adoption of this standard on Janusny 1, 2023

In August 2020, the FASBE issued ASU No. 2000-06, Debr — Bebt with Conversion and (ther Options
(Subtopic 470200 and Dervatives and Hedging - Contracts in Entine's Own Eguity (Sublopie £15-40) (“ASU 2020-
067), ASLT 2020-06 simplifies the accounting for convertible debt instruments by reducing the number of accounting
maodels and the number of embedded features that could be recogmized separately from the host comtract
Consequently, more convertible debt instruments will be accounted for as a single lizbility measured at its amorazed
cost, w5 Jong as no other features requere bifurcation and recognition as derivatives, ASU 202006 also requiress wse
of the if-converted method in the diluted eamings per share calculation for convertible mstruments. ASU 2020-06 1
effective for fiscal vears beginning after December 15, 2023, and imtenim penods within those fiscal vears for
smaller reporting companies, with early adoption permittéd. The new standard will be effective for the Company on
January 1, 2024 or s such earlier time where it 1s no longer a smaller reporting company. The Company i currently
evalumting the potential mipact that this standard may have on 1ts consolidated financial statements and relased
disclosures,
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2, Revenue Recognition
Revenwe RHecagnition Palicy

Revenues hstorically have consisted manly of research and development services performed under a contract
with a customer. The Company evaluates the separate performance obligation(s) under each contract, allocates the
transaction price to each performance obligation considering the estimated stand-alone selling prices of the services
and recognizes revernse upon the satisfaction of sech obligations at a point in ume or over time dependent on the
satisfaction of one of the following critena: (1) the customer simultancowsdy receives and consumes the cconomic
benefits provided by the vendor's performance (2) the vendor creates or enhances an asset conirolled by the
customer {3) the vendor's performance does not create an asset for which the vendor has an alternative use, and (4)
the vendor has an enforceable npht 1o payment for performance completed 1o date.

Kisser Pharmaceutioal Co., Lid

In Cetober 2011, the Company entered inte a collaboration agreement with Kissel Pharmaceutical Co., Lad.,
(“Eissei”), to perform research and development services relating to MMN-221 (bedoradrine) in exchange for o non-
refundable upfront pavment of 525 million. The Company assessed the services in sccordance with the authoritative
gusdnnce and conchaded that its met the definition of a collaborative arrangement per Accounting Standards
Codification (ASC) 308, Collaborative Arvangentents ("ASC 8087) which s outside of the scope of ASC 606,
Hevenne from Contracts with CustomersiASC 6067} Smoe ASC 808 did not provide recognition and measurement
pusdance for collaborative amangements, the Company analogized to ASC 606 and concluded that the two studies 1o
be performed under the agreement represented two separate perfommance obligations, Mo services have been
provided and no revenue has been recognized under the collabaration agreement subsequent to completion of the
first sudy 1in 2003, In Ogtober 2021, the Company refunded $1.3 million of the prepayment. As of December 31,
2021, the Company and Kisser were working to mutually temmnate the collabomtion agreement and on October 24,
2022, the Company and Kissed finalized the termination of the collaboration agreement and canceled the second
study contemplated thereunder. The Company has no further financial oblipations to Kissen.

Crenzyme Corporition

In December 2005, Avigen, Inc. and Genzyme Corporation (“Genzyme™ ) entered info an Assignment
Agreement (the “Genayme Agreement” ) im which Genzyvme scquined certan gene therapy miellectual property,
programs and other related assets from Avigen. Inc. in éxcharge for an initial $12 million payment. Avigen coubd
also receive additional development milestone payments, sublicensing Fees, and royalty pavments based on the
successiul development of products by Geneyme utihzmg technologies previously developed by Avigen. The
Company subsequently acquired Avigen in December 2009 along with Avigen’s rights and obligations uncer the
Geneyme Agreement [f Genzyme fmls to daligently pursue the commercialization or marketing of products using
the assigned technology, as specilied in the Genzyme Agreement, some of the rights assigned could reven back 1o
the Company ot a future date,

The development milestones outlined in the Genzyme Agreement did not meet the delinition of a substantive
milestone obligation under authoritative guidance on revenue recognition for milestone payments, as Gereyme was
responstble for the development of the product and there 15 no further substantive servige effort requared by the
Company. In March 2021, the Company received notice that a gene therapy product based on AAV (adeno-
associated vinus) vector technalogy, which was covered under the Genzyme Agreement, achieved two climical
development milestones, triggering two mibestone payments. Accordingly, the Company recognized revenue of $4.0
million for the year ended December 31, 2021
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3. Fair Value Measurcments

Fair value 15 an exit pnice, representing the amount that would be receved to sell an asset or paid to transfer a
liabality in an orderly transaction between market participants. As such, fair value is a market-Tased measusem ent
that should be determined based on assumptions that market participants would use i pricing an asset or lability.
As a basis for considenng such assumplions, a three-ter fair value hrerarchy has been established, which prioritizes
the mputs wsed in messunng Gur value s follows:

Level 1:  Observable inputs such as quoted prices in active markets;

Lewel 2:  Inputs are quoted prices for similar items inactive markets or inpults are quoted prices for
identical or similar fiems in markets that are not sctive near the measurement date; and

Level 3 Unobservable inputs due 1w little or no market data, which requine the reporting entity to
develop its own assumplions

The carmying amount and approstimate fair value of financial instruments s of December 31, 2022 and 2021,
were as follows:

Dwecemsber 31, I022 Drecember 31, 2021
Carrving Waluathon
Carrving Amoinl Fale Valise Admmani Fair Value Imjriit s
Cash equivalents:
Money market Funds -1 T48E2 & T4EE2 5 64200 5 Sed003 Level |
Investments:
Bank cetificntes of deposit & 30082213 § 30982713 - Level 2

Shoart-term investments consisting of bank certificates of deposit with an original purchased matunty greater
than three months are classifed as held-to-maturity and are stated a1 amortized cost, which approximates fur value
due to the short-term matunities and market rates af interest of thess Instruments
4. Balance Sheet Details
Property and Eguipment

Property and equipment, net, consist of the following:

December 31
2012 2021

Leaszhold improvements 5 13532 7% 15,408
Furmture and equipnient 121,909 124,731
Software 342628 342628

478 (62 452,768
Less accumulated depreciation and amortization (4328000 (425208)
Property and equipment, net % 43,269 3 ST.565

The Company uses the straight-hne method o record depreciation expense with useful lives of three 1o five
years. Leasehold mprovements are amontized over o wseful life of five vears, Depreciation and amortization of
property and equipment of 317,707 and 326,149 was recorded for the years ended December 31, 2022 and 3021,
respectively,
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Avcruwed Liakilities and Oiher Current Linbilities
Accrued lmbilities and other current liabilities consist of the following:

— Devember 31
ek 2021

Accrued compensation § 00166 § 636481
Climical tnal aecrusls 1,462,354 1076411
Professional services fees IB6ER 3R.041
Crher 184,100 547,270
Total accrued liabilities and other current _

lmbilities § 2605308 § 2208003

&, Commitments and Contingencies
Lease Conviltnients

The Company has operating beases primanly for real estate in the United States and Japan. The United States
lease 15 for the Company s headquarters in San Diege and has a term of five years ending January 31, 2027, with
anmeal escalations. The Company’s lease in Tokyoe, Japan has & term of iwo vears endimg May 2023 with an auto-
repewal, two-vear extension, The real estate operating leases are incheded in "Right-of-use asset™ on the Company's
balance sheet and represents the Company's right to use the underlying assets for the bease term. The Company’s
obhigation 1o make lease pavments are included m " Operating lease Lability®™ and "Other non-curremt laabilities” on
the Company's consolidated balance sheet

Information related 1o the Company s nght-of-use assets and related lease habalities are as follows:

2024
2025
2006
2027
Thereafter

Total minimun payments
Less imputed irerest
Total bease habilities

Wear Ended
Drecembes 31,
032 FLH
Caesh paid for operating lease lisbilities 5 198035 3 3675
Operating lease costs 245610 28779
Right-of-use assets obiamned in exchange for
new operating lease obligations — 870373
Current operating lease liabilities 3 IST.505 5 131,965
Mon-current operating lease liabilities 513619 694,674
Total operating lease liabilities $  6RLI24 § 826,639
Weighted-average remaming lease term 390 4.54
Weighted-average discount rate G.8% G9.8%
Muwrities of operating lease linbilities as of December 31, 2022 were as follows:
2003 5 216,154
189,070
197,585
06,453
17208
3 26,661
{143,537y
5 GE 1124

23
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The Company”s business exposes. it to liability risks from its potential drug products. A successful product
liabality claim o series of claims brought agairst the Company could result i the paviment of significant amounts of
money &nd divert management’ s attention from running the basiness. The Company may not be able to maintam
msurance on acceptable terms, or the msurance may not provide adequate protection m the case of & product Lakaliy
clmm. Tothe extent that produsct abaliny insurnce, if svailable, does not cover potential cliams, the Company
would be required to self-insure the rishs awsocinted with such claims, The Company believes it carriea reasonably
adequate insurance for product liability,

License and Research Agreemenits

The Company has entered into in-licensing agreements with vanous pharmaceutical companies; Under the
termis of these agreenients, the Company hies received lecenses to research, know-how and technolegy clamed, in
cermin patents of patent applications. Under these license agreements, the Company is generally required to make
upfront payments and additional payments upon the achsevement of milestones and'or rovalties on future sales of
products until the later of the expration of the applicable patent or the applhicable last date of market exclusivity after
the firat commercial mlbe, onn country-by-country basis,

Mo malestone paymems have been made under these agreements duning the vears ended December 31, 2022 and
2021. For products curmrently m development, future potential mibestone payments based on product development of
BAP-166 (ibudilasty and MN-001 (tipelukast) are $10 million as of December 31, 2022 For all other products, luture
potemial milestone pavments related to development milestones and commercialization milestones totaled 16,5
million as of December 31, 2022, There are no minimum rovalties required under any of the license agreements. The
Company 1s unable 10 estimate with certainty the tming on when these milestone pavments will ocour as these

payments are dependent upon the progress of the Company’s product development programs.

Legal Proceedings

From time (o time, the Company may be subject 10 legal proceedings and claims in the ordinary course of
business. The Company is not aware of any such procecdings or claims that it believes will have, individually or in
aggregate, a material adverse effect on its busmess, financial condition or results of operations.

6, Stock-based Compensition
Stock Incentive Plans

Ine June 2013, the Company adopted the 2013 BEquity Incentive Plan (" 2003 Plan®), under which the Company
may grant stock options, stock appreciation rights, restricted stock, restricted stock units and other awards to
mdividuals who are then emplovees, officers, nen-employee direclors or consultants of the Company or its
subsidianes, The 2013 Plan is the successor 10 the Company's Amended aml Restated 2004 Stock Incentive Flan, or
2004 Plam, A total of 8,700,000 shares of common stock are reserved for issuance under the 2013 Plan. In addition,
“returning shares™ that may become available from tme to time are added back: 1o the plan. Returing shares are
shares that are subject 1o outstanding awards granted under the 2004 Plan that expire or terminate prior (o exerciss or
setthement, are forfeited because of the failure to vest, are repurchased, or are withheld 10 siasfy tax withholding or
purchase price obligations in connection with such awards, Although the Company ro longer grants equity awards
under the 2004 Plan, all cutstanding stock awards granted under the 2004 Plan will continue to be subpect to the
terms and conditions as set forth in the agreements evidencing such stock awards and the terms of the 20604 Plan. As
of December 31, 2022, 1,949,317 shares remain available for future grant under the 2013 Plan,

Certain of the employes stock options granted contain performance conditions, the vesting of which i based on
a determination made by the board of directors or its com pensation committee as 10 the achievement of certain
corparste obgectives at the end of the performance period. The grant date of such awards 15 the date on which the
board of directors or ils compensation committes makes its determination. For periods preceding the grant date, the
expense related to these awards is measured based on their fair value at each reporting date. The estimated Fair value
of the performance awards granted and the resulting expense s based upon a cenain level of achievement of the
corparate obgectives and other assumplions in determining far valee, The amount of expense ultimately recognized
upon the grant date at completion of the performance period could change from the estimate a3 a result of vanous

54
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factors, including the level of achievement of the corporate objectives, changes in the assumptions used in the
Black-Scholes model i determming Fur value or fuctuations in the Company’s stock peice during the performance
peried. Asof December 31, 200252, there were a total of 333,700 shares wnderlving performance options that were
subgect to vesting based on achievement of corporate ohjectives for 2022, In January 2023, the compensation
committee and the board of directors determined that the performance milestones were achieved at the 95% level
and accordingly 207,013 of these options vested and the remaning shares were forfeied

Sterck Cptions

Cptions granted under the 2013 Plan and 2004 Plan have terms of ten vears from the date of grant unless easlier
terminated and generally vest over a one to four-year period.

The exercise price of all options gramed dunng the years ended December 31, 2022 and 2021 was equal 1o the
market value of the Company s commen stock on the date of grant,

A summary of stock eption activity and related information for the vears ended December 31, 2002 and 2021 s

as follows:
Mumber of Welghted Average
nShares  Exerclu Prioe
Outstanding at December 31, 2020 7401387 % 510
Granted 1315000 3 5.82
Exercised (360055) § 247
Cancelled (381,182 5 6.7
COtstanding at December 31, 2021 7974250 § 521
Granted 591,700 8 2,28
Exercised (3,000 & 264
Camcelled (3777007 5 585
Ouststanding ab December 31, 2022 T&SESD 5. 555
Exerciable at December 31, 2022 7394381 3§ 580
Welghted Average
Naber of Grant-Date Faly
Optlon Shares Value

Mon-vested ot December 31, 2021 1;285,333 % 354
Granted 521,74 § 147
Vested (738,134) 5 347
Forfeitures (549.030) § 358
Non-vested at Decemnber 31, 2022 S‘w 5 1.52

The aggrepate intrinsic value of options exercised was 51 410 and 30,7 mallion for the years ended December
31, 2022 and 2021, respectively. Oplions outstanding and exercisable at December 31, 2022 had a weighted average
contraciual life of 4,89 vears and 4. 36 years, respectively

Az of December 31, 2022 and 2021, the total intrinsic value of options outstanding was S0 and 532,840,
respectively. Total mtninsic value of options exercisable was S0 and 332,840 as of December 31, 2022 and 2021,
respectively. Total fair value of oplions vested was 32.6 mullion and 54.2 million for the vears ended December 31,
2022 and 2021, respectively

25
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Emplayee Stock Purchase Flan

Under the Company’s 2007 Emploves Stock Purchase Plan (ESFF), 300,000 shares of common stock were
anigimally reserved for issuance. Inaddition, the shares feserved automatically increase each year by a number équsl
to the lesser of: {1 15,000 shares, (i1) 1% of the cutstanding shares of common stock on the last day of the
mmmediately preceding fiscal vear, or (1) such amount as determined by the Board. The ESPP permits full-time
emplovess 1o purchase commen stock throwgh paveoll dedhuctaons (which cannot exceed 15% of ¢ach employes's
compensation) al the lower of 83% of fair market value at the beginning of the offening period ee the end of each
sie-month offering period. The ESPP 1s considered a compensatory plan and the Com pany records compensation

expense.
For the year ended December 31, 2021 an aggregate of 1,424 shares were 1ssued under the ESPP. No further

shares will be issusd under the ESPP.

Crmipeiiation Expense

The estimated fair value of each stoack option award was determined on the date of grent using the Black-
Scholes option valuation model with the following weighted-average assumptions for stock oplion grants:

Year Ended
_ December 31,
e

Stock Options
Risk-free interest rate 3.88% (1. 58%
Expected volatility of common stock TEEI% T241%
Dhividend yield (0% (00Ry
Expected opticn term (in vears) 470 548

The estimated faur value of employes stock purchase rights under the Company's ESPF was determined on the
date of grant using the Black-Scholes optien valustion model with the following weighted-sverage assumplions,

Year Ended
— Decemiber M.
022 021

Emplovee Stock Purchase Plan
Risk-free inlenest rate — DU05%
Expected volatility of common stock — 53400
Dhvidend yield — (.00%%
Expected option term (in vears) = 03

The nsk-free imerest rate assumphion 15 based upon observed mterest rates appropnate for the expected term of
emplovee stock options, The expected velatility 15 based on the hastoncal volatility of the Company's common
stock. The Company has not paid nor does the Com pany anticipate paying dividends on its commaon stock in the
foreseeable future. The expected term of employes stock options 15 based on the smmplified method as provided by
the authomtative guidance on stock compensation, as the historical stock option exercise experience does not provide
a reasonable baxis o sstimate the expected term,

The weighted-average fuir value of each stock option granted during the vears ended December 31, 2022 and
2021, esnmated as of the grant date using the Black-Scholes option valuation model, was $1.47 per option and 53 51
per oplion, respectively.

Stock-based compensation expense for stack option awards and ESFP shares are rellected in total operating
expenses for each respective year,

10
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The followmng table summarizes stock-hased com pensation expense for the years ended Diecember 31, 2022 and

2021:
Decvember 31
22 102l
Research, development and patents 5 23071 8 640,340
General and sdmmistrative 405,451 1,077,173
Total stock-based compensation expense 5 642,522 8 1,717,513

Az of December 31, 2022, there was 30.2 million of unamortized compensstion cost related to unvested stock
opticn awards which is expected 10 be recognized over a remanimg weightad-average vesting period of (020 vears,
on g straight-line basis,

7. Stockholders” Equity
At-The-Marker Issuance Sales Agreemeni

On August 23, 2019, the Company entered mto an at the market 1ssuance sales agreement, which was
amended on August 26, 2022 (as amended, the “ATM Agreement™) with B. Rilev FER, Inc. (B. Rilev FER)
pursuant 1o which the Company may sell common stock through B. Faley FBE from time to time up 1o &n aggregate
offering price of 575.0million. Sales of the Company s common stock through B. Riley FBR, if any, will be made
by any method that 15 deemed to be an “at-the-marker” equity offernng as defined in Rule 415 promulgated under the
Securities Act of 1933, as amended, including sales made directly on NASDAG, an any ather existing trading
market for the common stock or through a market maker. B, Riley FER may also sell the common stock in privately
negotiated transactions, subject to the Company 'z prior approval. The Company agreed to pay B. Riley FER an
aggregate commission mie of up 1o 3.5% of the gross procedds of any common stock sald wnder this sgréement.
Froceeds from sales of common stock will depend on the number of shares of common stock sold to B, Riley FER
and the per share purchase peice of each transaction.

Mo shares of common stock were seld under the ATM Agreement in the vears ended December 31, 2022 and 2021,
respectively.
Frivate Placement Transackions

Om January 28, 2021, the Company sold and 1ssued to an investor 3,656,507 shares of the Company’s
common stock a1 a price of 5547 per share for approxamately 320 million in cash proceeds, net of approximately
S0 1 mallion mn issuance costs, ina prvaie placement pursuant to the terms and conditions of a Secunties Purchase
Agreement dated as of January 11, 2021 by and between the Company and such investor.

Commron Stock Reserved for Fulure Issiance
The following table summarkses common siock reserved for future 1ssuance at December 31, 2022

Common stock reserved for ssuance upon exercise of
options cutstanding (under the 2004 Plan and

2013 Plan) T.985.250
Common steck reserved for future equity awards (under
the 2013 Flan} 1,949 317
5.934.557
&7
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B, Imcome Taxes

A reconciliation of losa before income taxes for domestic and forerzn locations for the vears ended December
31, 2022 and 2021 i as follows:

YVear Emdod
Dhevimiber 31,
2021 Tzl
Umnted States 5 (14,084, 240) 3 (10.145,822)
Foreign 17,9749 14,138
Laoss before income taxes 5 (140662610 5 giﬂ.li],ﬁ&#!

A reconciliation of neome tax expense for the years ended December 31, 2022 and 2021 15 as follows:

Year Emded
Devember 3,

Current. e b1
Fedaral 3 — & —
State —- -
Foreign (2.312) (2.368)

Total current income Lk expenss (2820 (2. 568)

Deferrad:

Federal - -

State — —

Foremgn — —
Total deferred income tax expense — —
Total income tax expense 3 (2810 5 (2,568

The sigmficant components of deferred income taxes st December 31, 2022 and 2021 are as follows:

Vear Enied
Devember 3,
Deferred tax assets: 1032 2021
Net operating loss carmyforwards 5 70142367 5 68485037
Capitalized licenses 34 30,784
Research tax credils 9,629,956 9262071
Stock oplions 1,526,644 1,600, 852
Other, net 390,610 423,279
Faght-of-use asset 180,938 155,055
Research and expenmentation capitalization 1,793,580 —_
Total deferred tax assets 83,667,009 79,999,002
Deferred tax Labilities
Tight-of-use liability (166,786) {196,055
In-process research and development (1,343,213) (1,343,215
Total deferred tax lishilities (1300000 (1.539.272)
Met deferred x assels 82,157,030 T8.A59,820
Valuation allowance (B2IFER2 (TR661.612)
Net deferred tax liability 3 1.792) §  (200.793)

The Company has established a valustion allowance against net deferred tax assets due to the uncertamty that
such assets will be reahzed. The net change im the valuation aliowance during the year ended December 31, 2022
wis an increase of $3.7 mallion. The Company pericdically evaluates the recoverability of the deferred fax assets. AL

such tmme @5 it 5 determined that it is more likely than not that deferred tax assets will be realizable, the valuation
allowance will be reduced.
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At December 31, 2022, the Company has federal and California net operating loss (MOL) carryforwards of
approximately $276.6 million and 5182 9 million, respectively. 32323 million of federa] NOL camyforwards began
to expire in 2022, 544.3 million of federal NOL carryforwards can be carmed forward indefinitely, and the
California NOL carmyforwards begin to expire in 2028, At December 31, 2022, the Company also had federal and
California research tax credit carry-forwards of approximately 57 8 million and 32.3 mallion, respectively. The
federal research tax credin carryforwards will begin 1o expare in 2024, and the Californm research tax credit
carryforward does not expire and ean be carmed forward imdefiniiely uniil wiillized

The ahove MOL carryforward and the research tax credit camyforwards are subject to an annual Iim itation under
Section 382 and 333 of the Internal Bevenue Code of 1986, and similar state provisiens due to ownership change
limatations that have occurred which will limit the amount of XOL and tax credit carryforwards that can be utilized
to offset future taxable income and tax, respectively. In general, an ownership change, as defined by Seetion 382 and
383, results from transactions mereasing ownership of certain stockhobders or public groups in the stock of the
corporation by mare than 50 percentage points over a three-year peniod. The Company has not completed an IRC
Section 3827383 analysis since 2011 regarding the limation of net operating loss and research and development
credit carryforwards. There is a nisk that additional changes in ownership have occurred smee the completion of the
Company’'s analysis, which was through December 201 1. If a change in ownership were 1o have ocourred. additional
MNOL and tax credat camrvforwands could be elimanated or reancted. I ehmanated, the related asset wouild be
remaved from the defermed tax asset schedule with a cosresponding reduction in the valuation allowance, D 1o the
exiatence of the vahsation allewance, limitations created by future cwnership changes, if any, related to the
Company’'s operations in the United States will not mipact the Company”s effective tax rate,

A reconcaliatton of the federal statuiory income tax rate to the Company”s effective meome tax rate 15 as

Eolloews
Year Ended
Devember 31,
- S| E

Federal statutory income tax rate 21.00 21.0%
State mcome taxes, net of federal benefit a4 7
Tax credits 26 2%
Change in valuation allowance (26.4) 35
Permanent differences (0.3} {02
Excpiration of attribates 1.3 {104
Stock compensation (1.9) e
Unicertain tax positions — (7.00
Cnher (.1 s
Provision for incoms 1axes 0.0F% (1,(Fq

The Company determines its uncerlain tax positons based on a determination of whether and how much of o
tax benelit taken by the Company i 183 tax [ilings 15 more likely than not 1o be sustniined upon examination by the
relevant ncome tax authorities

The following table summarizes the sctivity retated to the Company”s unrecognized tae benefits:

Year Enided
December 3,
2021 2

Gross unrecognized tax benelits at January 1 -3 803371 5 -
Additions for tax positions taken in the prior
year 3610 i
Addinons for tax positions taken in the curment
year 393,371

Giross unrecognized tax benefits at December 31 3 BOG.98] § B3.3T1

B0
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if recogrized, none of the unrecogmized tax benefits as of December 31, 2022 would reduce the anmual effective
tax rwte, primaniy due to comesponding adjustments (o the valuation allowance.

The Company [iles income tax retums m the United States, Californem and foreign junsdictions. Due to the
Company”s losses incurred, the Compaiy is essentinlly subjeet 1o ineone tax éxamination by tax awhonties [rom
inception to date, The Company”s policy is to recognize interest exgpenae and penalties related to income tas matters
a5 s expense. Al December 31, 2002, there are no significant acerunls for terest relsted 1o unrecopnized ta
benelits or tax penalties, The Company does not expect the unsecognized tax benefits 1o change sigmficantly over
the next twelve months

9. Emplovee Savings Plan

The Company has an emplovee savings plan available to substantially all emplovees. Under the plan, an
emploves may elect salary reductions which are contributed 1o the plan. The plan provides for diseretionary
contributions by the Company, which totaled §75.85% and §72.330 for the years ended December 31, 2022 and
2021, respectively.
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2022 1 1
] 2021 1 1 -2021 12 31 2022 6 10
] 2021 12 31 2022 6 10
] 2022 1 1 -2022 3 31 2022 6 13
] 2022 4 1 -2022 6 30 2022 9 9
] 2022 7 1 -2022 9 30 2022 12 12
| 2022 6 20

24 5 4

19 2 2
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Report of Independent Registered Public Accounting Firm

Shareholders and Board of Directors
MediciNova, Inc.
La Jolla, California

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of MediciNova, Inc. (the““Company””) as of
December 31, 2022 and 2021, the related consolidated statements of operations and comprehensive loss,
stockholders® equity, and cash flows for each of the years then ended, and the related notes (collectively
referred to as the““consolidated financial statements®”). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Company at December 31,
2022 and 2021, and the results of its operations and its cash flows for the years then ended, in conformity
with accounting principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (““PCAOB””), the Company®s internal control over financial reporting as of December 31,
2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission (““C0S0”~) and our reported February 16, 2023
expressed an unqualified opinion thereon.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company”s management. Our
responsibility is to express an opinion on the Company®s consolidated financial statements based on our
audits. We are a public accounting firm registered with PCAOB and are required to be independent with respect
to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are
free of material misstatement, whether due to error or fraud.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated
financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the
consolidated financial statements that was communicated or required to be communicated to the audit
committee and that: (1)relates to accounts or disclosures that are material to the consolidated financial
statements and (2)involved our especially challenging, subjective, or complex judgments. The communication
of the critical audit matter does not alter in any way our opinion on the consolidated financial statements,
taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate
opinion on the critical audit matter or on the accounts or disclosures to which it relates.
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Clinical Trial Accruals

As described in Note 1 to the consolidated financial statements, the Company recognizes costs it incurs for
preclinical studies, clinical trials and manufacturing activities as research and development expenses
based on its evaluation of its vendors® progress toward completion of specific tasks. Payment timing may
differ significantly from the period in which the costs are recognized as expense. Costs for services
incurred that have not yet been billed or paid are recognized as accrued expenses. In estimating the vendors®
progress toward completion of specific tasks, the Company uses data such as patient enrolIment, clinical site
activations or vendor information of actual costs incurred. This data is obtained through reports from or
discussions with Company personnel and outside service providers as to the progress or state of completion of
trials, or the completion of services. As of December 31, 2022, the Company recorded $1.5 million in clinical
trial accruals.

We identified the clinical trial accruals as a critical audit matter due to significant management judgment
to estimate the progress toward completion of specific tasks that is dependent upon data and information from
internal clinical personnel and outside service providers. Auditing these elements involved especially
challenging auditor judgment due to the nature and extent of audit effort required to address these matters.

The primary procedures we performed to address this critical audit matter included:

Testing the appropriate measurement of clinical trial accruals by obtaining and inspecting
significant agreements and agreement amendments, evaluating the Company®s documentation of
trial progress and status (including consideration of measures such as patient enrollIment and
milestones achieved), and testing a sample of transactions and comparing the costs against related
invoices and contracts.

Testing the completeness of the Company®s clinical trial accruals by evaluating publicly
available information (such as press releases and public databases that track clinical trials)
and board of directors™ materials regarding the status of clinical trials and inquiring of
clinical staff to gain an understanding of the status of significant on-going clinical trials.

Testing a sample of subsequent payments to evaluate the completeness of clinical trial
accruals at the end of the year.

/s/ BDO USA, LLP
We have served as the Company®s auditor since 2015.

San Diego, California
February 16, 2023
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