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49,046,246 (Nasdaq Global Market)
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22001188 13 131 4,676,180 41,129,073 4,676.18 41,129.07
. 010 o (732,944 ) (6,446,570 )
2018 4 1 750.00 41,879.07
2018 6 30 750,000 41,879,073
) (117,555 ) (6,564,125 )
2018 7 1
2.23 41,881.31
2018 9 30 2,233 41,881,306
5 (350 ) (6,564,477 )
22001188 1102 131 200,000 42,081,306 20000 42,081.31
4 ’ T (31,348 ) (6,595,825 )
2019 1 1 979.86 43,061.16
2019 3 31 979,855 43,061,161
: (153,583 ) (6,749,406 )
2019 4 1
38.00 43,099.16
2020 6 30 38,000 43,099,161
. (5,956 ) (6,755,362 )
22001199 79 130 349,443 43,448,604 349.44 43,448.60
; : P40 (54,771 ) (6,810,134 )
2019 10 1 459.46 43,908.06
2019 12 31 459,461 43,908,065
. (72,016 ) (6,882,149 )
2020 1 1
70.93 43,978.99
2020 3 31 70,931 43,978,996
. (11,118 ) (6,893,267 )
22002200 46 130 284,582 44,263,578 284.58 44,263.57
10 ’ T (44,605 ) (6,937,872 )
2020 7 1 663.98 44,927.55
2020 9 30 663,982 44,927,560
" (104,072 ) (7,041,944 )
2020 10 1
97 45,024.55
2020 12 31 97,000 45,024,560
12 (15,204 ) (7,057,148 )
2021 1 1
3,743.98 48,768.53
2021 3 31 3,743,981 48,768,541
s (586,831 ) (7,643,979 )
2021 4 1 155.63 48,924.16
2021 6 30 155,622 48,924,163
" (24,393 ) (7,668,373 )
2021 7 1
104.08 49,028.24
2021 9 30 104,083 49,028,246
5 (16,313 ) (7,684,686 )
2021 10 1 15 49,043.24
2021 12 31 15,000 49,043,246 e
i (2,351 ) (7,687,037 )
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2022 1 1 49,043.24
0 49,043,246
2022 3 31 © (7,687,037 )
22002222 46 130 3,000 49,046,246 49,046.24
’ o (470 (7,687,508 )
17
2022 7 1 49,046.24
0 49,046,246
2022 9 30 © (7,687,508 )
2022 10 1 49,046.24
0 49,046,246
2022 12 31 © (7,687,508 )
2023 1 1 49,046.24
0 49,046,246
2023 3 31 © (7,687,508 )
2023 4 1 49,046.24
0 49,046,246
2023 6 30 © (7,687,508 )
2023 7 1 49,046.24
0 49,046,246
2023 9 30 © (7,687,508 )
2023 10 1 49,046.24
0 49,046,246
2023 12 31 © (7,687,508 )
2024 1 1 49,046.24
0 49,046,246
2024 3 31 (© (7,687,508 )
2024 4 1 49,046.24
0 49,046,246
2024 4 17 (© (7,687,508 )
1 4,545,928 125,391
4,861
2 750,000
3 2,233
4 MLV 200,000
5 977,454
2,401
6 38,000
7 FBR 347,902
1,541
8 B.Riley FBR 457,061 2,400
9 B. Riley FBR 68,952
1,979
10 88,863
11 B.Riley FBR 602,127 60,000
1,855
12 B.Riley FBR 13,000 84,000
13 3D 3,656,307
86,250 1,424
14 155,622
15 104,083
16 15,000
17 3,000
A
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2,200.00 0
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2005 2 4 B
c
27,668.00 0.00
2005 2 4 27,667,856 0
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c 2005 2 4
c
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3D 309 5,502,047 11.22
1-1104
2,217,000 4.52
77380
Vi 225 1,105,941 2.25
21
92037
300 1,091,933 2.23
4275
o B 1- 705,500 1.44
13-1 ’ i
10001
BlackRock Inc. 695,420 1.42
50
19482-2600
The Vanguard Group, Inc. 623,333 1.27%
2600
10013
CitiGroup Inc. 447,957 0.91
388
02110
Geode Capital Management, LLC 437,860 0.89
100
345,700 0.70
13,194,037 26.90
)
2024 4 17 49,046,246
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1-1104
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Vi 225 1,105,941 2.25
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92037
300 1,091,933 2.23
4275
o B 1- 705,500 1.44
13-1 ’ .
10001
BlackRock Inc, 695,420 1.42
50
19482-2600
The Vanguard Group Inc, 623,333 1.27
2600
10013
CitiGroup Inc. 447,957 0.91
388
02110
Geode Capital Management, LLC 437,860 0.89
100
345,700 0.70
13,194,037 26.90
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120,000 2 1
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D&0
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SOX 404
2024 12 31 BDO USA, P.C BDO
SEC
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SEC
2023 12 31 10-K
PCAOB 1301 Communication with Audit
Committees PCAOB 3526
Communication with Audit Committees Concerning Independence
BDO BDO
SEC 2023 12 31
10-K
@
4 3 (
42.9 )
2024 4 17
74 1949 9 17 4,347,058 2024
M.D. CEO
Ph.D. ( 4)
67 1956 9 6 150,000 2026
(DHDCHYC
¢ 5
58 1965 10 8 2,481,371 2024
M.D. Ph.D. MPH
6
66 1957 10 15 70,000 2025
(DCHCD
7
48 1975 7 3 13,333 2026
C DC2DC D
8
H 59 1964 8 1 - -
Ph.D
47 1976 7 14 - -
CPA
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M.D. Ph.D 2005 7 2005 9
CEO 2006 3
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M.D.
Ph.D. 200 40 30
2011 9 2010 4
M.D. Ph.D. MPH 2011 9
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2006
2008 SG 2009
2012
2013 SG
2017 2019
SG
2004
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2018
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2021 2
2021 10
2019 2 2020 9
2019 9
2020 9
2005
2013
2015 3 2016 10
2014 6
2015 3 2012 6
2014 6
2005 8 2012 6
2005 10
2011 7 2006 7
2006 10
1987 2002 KPMG LLP
2023 8
25
2010 2 2022 8 NV
IT
CFA
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2000 9 2007 3
M.D. Ph.D. 2005 7 2005 9
CEO 2006 3
CEO 1994 2008
1992
1989 1991
M.D.
Ph.D. 200 40 30
2011 9 2010 4
M.D. Ph.D. MPH 2011 9
2008 8 2009
11
2005 8 2008 7
M.D. Ph.D.
MPH
H 2021 5
Ph.D.
W
FINRA 79 63
FINRA SIPC BA
M_B.A.
2022 6
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2003 1 2008 9
1999 7
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2023 2022 12 31 NEO 2023
12 31 NEO Named Executive Officers
M.D. Ph.D.
M.D. Ph.D.
J.D./M.B.A. ()
2024 4 2
(@) Q) 3
( ( ( ( (
) ) ) ) )
M.D. Ph.D. 2023 657,377 481,050 230,082 19,800 1,388,309
CEO 2022 620,167 359,594 294,579 18,300 1,292,640
M.D. Ph.D. 2023 505,422 360,788 123,828 19,800 1,009,838
2022 476,814 228,833 158,540 18,300 882,487
10. M.BA. 2023 378,579 192,420 92,716 19,800 683,515
2022 357,150 117,685 118,752 18,300 611,887
( D FASB 718 ASC 718
ASC718
NEO
2
( 3) 401(k)
M.D. Ph.D. 2007 4 1 M.D. Ph.D.
12
657,377 Q)
(i)
3 3
3 75
15
1986

409A
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2014 7 14 NEO
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D)
5
30 12
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24 5
@
60 2
18 O
18 1985
COBRA 12
0 40 (ii)2014
11 (i)
50
(iv)
409A
2014 12 31 10 1
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M.D.

J.D./M.B.A.

2023 1

Ph.D.
CEO

2023

NEO

2015/1/7
2016/1/7
2016/1/7
2017/1/18
2018/1/6
2019/1/15
2020/1/9
2021/2/18
2022/1/27
2023/2/1
2014/12/4
2015/1/7
2016/1/7
2016/1/7
2017/1/18
2018/1/6
2019/1/15
2020/1/9
2021/2/18
2022/1/27
2023/2/1
2014/12/4
2015/1/7
2016/1/7
2016/1/7
2017/1/18
2018/1/6
2019/1/15
2020/1/9
2021/2/18
2022/1/27
2023/2/1

2023

250,000
120,000
320,000
450,000
470,000
412,500
495,000
302,500
235,125

120,000
125,000
100,000
170,000
280,000
295,000
243,750
325,000
192,500
149,625

15,000
105,000
30,000
115,000
200,000
205,000
165,000
99,000
99,000
76,950

70
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2028/1/5
2029/1/14
2030/1/8
2031/2/17
2032/1/26
2033/1/31
2024/12/3
2025/1/6
2026/1/6
2026/1/6
2027/1/17
2028/1/5
2029/1/14
2030/1/8
2031/2/17
2032/1/26
2033/1/31
2024/12/3
2025/1/6
2026/1/6
2026/1/6
2027/1/17
2028/1/5
2029/1/14
2030/1/8
2031/2/17
2032/1/26
2033/1/31
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40,000
20,000
1
20,000
100 1
2023 18,333
20,000
1
2023 12 31
(@] @) (¢ )]
Ph.D. ( 3) ( 4)
40,000 29,225 69,225
( 5 16,667 29,496 46,163

40,000 29,225 69,225
1) ASC 718
2) 2023 12 31 155,000

75,000 18,333

3)
4 2023 6 13
5) 2023 8 4
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BDO USA, P.C.

156.74

Form 10-K (
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32
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2023 12 31 2022 12 31
50,999,442 18,505,493
174,938 499,403
- 39,982,213
51,174,380 58,987,109
9,600,240 9,600,240
(IPR&D) 4,800,000 4,800,000
« ) 45,800 45,269
575,406 629,495
74,151 92,792
66,269,977 74,154,905
(10,387,156 ) (11,623,040 )
1,003,937 424,646
2,059,238 2,605,308
215,926 157,505
3,279,101 3,187,459
201,792 201,792
410,660 523,619
3,891,553 3,912,870
(609,962 ) (613,303 )
5
0.001

2023 2022 12 31 100,000,000 49,046 49,046

2023 12 31 49,046,246

2022 12 31 49,046,246
478,149,161 477,438,451
118,090 115,285
415,701,693 407,130,177
62,378,424 70,242,035
9,777,194 ) (11,009,737 )
66,269,977 74,154,905

(10,387,156 )

(11,623,040 )
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2023 2022
1,000,000 -
5,657,895 9,143,792
5,242,370 5,484,857
10,900, 265 14,628,649
9,900,265 14,628,649
1,834,665 809,673
502,869 247,285
8,568,469 14,066,261
3,047 2,822
8,571,516 14,069,083
1,343,499 ) (2,205,188 )
0.17 0.29
( 26.65 ) ( 45.45 )
49,046,246 49,045,342
8,571,516 14,069,083
2,805 16,408
8,574,321 14,085,491
1,343,939 ) (2,207,760 )
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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
- - 710,710 - - 710,710
— - — - 8,571,516 8,571,516
- — — 2,805 - 2,805
2023 12 31 49,046,246 49,046 478,149,161 118,090 415,701,693 62,378,424
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8,571,516 14,069,083
( ) )
710,710 642,522
20,295 17,707
346,390 154,003
448,903 122,475
472 -
194,502 194,719
287,628 150,605
19,238 329,010
194,880 145,515
« ) 7,431,038 12,911,563
_ 59,877,526
39,929,015 19,877,526
21,299 5,010
« ) 39,907,716 40,005,010
- 7,920
«C ) - 7,920
17,271 16,808
32,493,949 52,925,461
18,505,493 71,430,954
50,999, 442 18,505,493
139,001 _
3,667 —
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GAAP
ASC 832 Topic 832 Subtopic 958-605
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2021 ARDS ALI
MN-166
ASPR BARDA
BARDA 75A50121C00022
2023 8 BARDA 2023 9
0.7
2023 12 31
12
2023 12 31
2022 12 31

0.3
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1
1
1
2023
2016 6
Topic 326
ASU 2016-13
2016-13
ASU
12 16
2023 1 1
2020 8 FASB ASU No0.2020-06
470-20
2020-06
1
2023 12 16

2022 12 31

FASB

CECL

2019 11 FASB

ASU 2020-06

2024 1 1
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2023 10 FASB ASU 2023-06 SEC
ASU 2023-06 ASC
Topic ASC
SEC Topic
SEC SEC
SEC S-X
S-K
2
2023 11 FASB ASU 2023-07 Topic 280
ASU 2023-07

1 CODM
2
3 Topic 280
4  CODM CODM

ASU ASU

Topic 280 ASU
CODM

1
1

2023 12 16 2024 12 16

2023 12 FASB ASU 2023-09 Topic 740
ASU 2023-09

(

( 5%

(

(

2024 12 16

2025 12 16
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2023 12 31 2022 12 31
782,382 782,382 704,882 704,882 1
- - 39,982,213 39,982,213 2
12 31

2023 2022
12,579 13,532
134,106 121,909
342,628 342,628
489,313 478,069
443,513 432,800
45,800 45,269

3 5
2023 2022 12 31
20,295 17,707
12 31

2023 2022
824,390 920,166
1,034,720 1,462,354
35,753 38,688
164,375 184,100

2,059,238 2,605,308
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2027 1 31
5
2025 5 2 2 2023 6
12 31
2023 2022

257,326 198,035

257,931 248,610

139,001 -

215,926 157,505

410,660 523,619

626,586 681,124

2.81 3.90
9.3% 9.8%
2023 12 31

2024 265,698
2025 229,472
2026 206,483
2027 17,269
2028 -
2029 -
718,922
92,336

626,586
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10
4
)

7,974,250 5.81
591,700 2.28

3,000 2.64

577,700 5.85
7,985,250 5.55
788,683 2.39
992,184 3.27
7,781,749 5.52
7,008,232 5.86

)

590,869 1.52
788,683 1.59
579,351 1.51

26,684 1.45

773,517 1.61

1,410
2023 12 31
0
2023 2022 12 31 0
2.6

129/164



(

2023 2022 12 31
1.59

2023 2022 12 31

2023 12 31

)

EDINETOOOO

OO0O0o0o00oo0n0n(eosess)
OooooOodd
12 31
2023 2022
3.83% 3.88%
75.28% 78.81%
0.00% 0.00%
4.68 4.70
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At-The-Market
2019 8 23 B. Riley FBR, Inc. B. Riley FBR ATM
2022 8 26 ATM
ATM B. Riley FBR 75.0
B. Riley FBR 1933
Rule 415
NASDAQ
B. Riley FBR
B. Riley FBR ATM 3.5%
B. Riley FBR
1
2023 2022 12 31 ATM
2023 12 31
(2004 2013 2023 ) 7,781,749
2023 ) 2,152,818
9,934,567
2023 2022 12 31
12 31
2023 2022
8,587,967 14,084,240
19,498 17,979

8,568,469 14,066,261
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10,034,233 9,629,956
1,497,450 1,526,644
355,204 390,610
166,832 180,938
2,626,585 1,795,580
84,660,772 83,667,029
152,511 166,786
1,343,213 1,343,213
1,495,724 1,509,999
83,165,048 82,157,030
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50%
12 31
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MEDICINGVA, INC.

CONSOLIDATED BALANCE SHEETS

Ikecember 31,
P P2 20x

Arsels:
Curment assets:

Cash and cash equivalens 5 50999442 5 18505493

Prepaid expenses and other currem asseis 174,938 A9 403

Investments — 9942213
Total current assets 30,174,380 ARGET 104
Gioodwill 9,600,240 9,600,240
In-process research and development 4 B0, D0 ERALIRUL]
Property and equipment, el 45,800 45,269
Rizhi-of-wse asset AT5.406 629 495
Other non-curment assets 74,151 92792
Total assets £ 66260977 5 74154905
Liabilities and Stockholders” Equity
Current linbilities:

Accounts payable £ 1,003,937 £ 424,646

Accrucd liabilities and other current liabilitics 2.059.238 2605308

Ohperating lease lrability 215,926 157,505
Total current liahilities 3279100 3187459
Deferred tax lisbiliey 201,792 201,792
Other non-current liabilines 410,660 $33.6019
Tatal labalities 3.891,553 1912870
Commitments and contingencies (Nolg 5)
Stockholders” equity:

Common stock, S0.001 par value; |00, 00,000 shares authorized at

December 31, 2023 and December 31, 2022; 49,046,246 and 49,046,246

shares issued and outstanding at December 31, 2023 and December 31,

2022, respectively 49,046 49,046
Additional paid-in capital 475,149,181 477438451
Accumulated other comprehensive loss {118, 08H) (113,285)
Accumulated deficit (413, T 1,693) (407, 130,177)

Total stockholders’ equity 62378424 TO242.035
Total Babilities and stockholders® equity 366260077 5 7154903

oo aceo L rir ROfES o gorol frelsafed _,I'f'm archad Kialemienis.
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MEDICINGVA, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Years eoded Decembser 31,
2023 ki b
Revenues 5 1000000 § —
Operating expenses:
Research, development and patents 5657895 Q143,792
Creneral and administrative 5242370 5,484,857
Total operating expenses 10,500,265 14,628,649
Operating loss 9500, 2635 ) { 14,628,64%)
Interest income 1,834,665 BR,673
Other expense, net {5062, B64) (247.2835)
Loss before income laxes (8.508,46%) (14,0, 2601 )
Income tax expense (3,047 (2,822)
MNet loss 5 (B5TLS16) & (14.069.083)
Biasic and diluted net boss per common share 5 (017 § (0.29)
Shares used to compute basic and dilated net loss per commaon share 49,046,240 49,045,342
Mt loss b3 (BSTLS16) & (14,06%083)
Other comprehensive loss, et of tax:
Foreign currency translation adjustments (2,804) {16,408}
Comprehensive loss £ (B574321) 5 (14.085.491)

See accompaaving notes to consoftdared feancial sierements.
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MEDICINGVA, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:
Met loss
Adjostments to reconcile net loss 1o net cash used in operating activities:
Mon-cash stock-based compensation
Drepreciation amd amoritzation
MNon=cash interest on myvesimends
Loss on disposal of investments
Loss on disposal of property and equipment
Change in carmving amount of right-of-use asset
Changes in assets and liabilities:
Prepaid expenses and other assets
Accounts payable, accrued liabilities and other lmbilities
Operating hease liabilithes
MNet cash wsed in operating activities
Investing activities:
Purchases of investments
Proceeds from disposal of investments
Acquisitions of propenty and equipment
Net cash provided by (used in) investing activities
Financing activities:
Proceeds from issuance of common stock and exercise of commaon
stock options
Met cash provided by financing activities
Effect of exchange rate changes on cash and cash equivalents
MNet change in cash and cash equivalents
Cash and cash cquivalents; beginning of year
Cash and cash equivalents, end of year
Supplemental disclosure of cash flow information:
Right-of-use asset obtained in exchange for operating lease liability
Income taxes paid

N ears emided December 51
2023 122

5 (BSTLAIG) & (14.06%043)
T 710 642,522
20295 17,707
[ 344, 390) {154,003
448,903 122475

472 —

194, 502 194,719
287.628 150,605
19,238 329000

{154, 880) (145,515)
L?.43-!.933_J (1291 1.563)

- (59.877.526)

39929015 19.877.526
(21,299 (5.010)
39,907,716 (40,0501 00

— 7,920

- 1.920

17,271 { 16.804)
32,493,949 (32925.461)
18,505,493 le."lﬂ,gﬁ‘i

5 042 S 18,505,493
£ 139,001 % —
s 3667 S =

Kee gecompanying notes to consoftdated financial srements,
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MEDICINGVA, INC.

Motes to Consolidated Financial Siatements

1. Organization and Summary of Significant Accounting Policies
Chrgamization and Busimesy

MediciNova, Inc. (the “Company™ or “MediciNova™) was incorporated in the state of Delaware in September
2000 and s a public company. The Company s common stock is listed in both the United States and Japan and
trides on the Nasdag Ghobal Market and the Standard Market of the Tokvo Stock Exchange. The Company is a
biopharmaceutical company focused on developing novel therspeunics for the trestment of serious discases with
unnet medical needs with a commercial focus on the United States marker. The Company*s current sirategy is 1o
focus its development activities on MN-1&6 (ibudilast) for neurological and other disorders such as progressive
multiple sclerosis (MS), amyotrophic lateral sclerosis (ALS), chemotherapy-induced peripherl newropathy,
degenerative cervical myelopathy. glioblzsioma, substance dependence and addiction (¢.g.. methamphetamine
dependence, opioid dependence, and alcohol dependence], prevemtion of acute respiratory distress syndrome
(ARDS), and Long COVID, and MN-001 (tipelukast) for fibrotic and other diseases such as nonalcoholic fatty liver
disease (NAFLDY and idiopathic pulmonary fibrosis (IPF). The Company s pipeling also mcludes MN=221
{bedoradrine) for the treatment of scute exacerbation of asthma, and MN-029 {denibulin) for salid tumor cancers.

Priweiples af Conselidation

The consolidsted financial statements include the accounts of MediciMNova, Inc, and its wholly owned
subsidiaries MediciNova Japan, Inc., MediciNova ( Europe) Limited. MediciNova Europe GmbH and Avigen Inc.
The financial statements of the Company”s foreign subsidiaries are measured using their local curmency as the
functional currency, The resulting translation adjustments are recorded as a component of other comprehensive
income or loss. Intercompany transaction gains or losses at each period end are included as translation adjustments
and recorded within other comprehensive income or boss, All intercompany transactions and balances are eliminated
in consalidation.

Segment Reporting

Operating segments are identified as components of an emerprise about which separate discrete financial
information is 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 scquisition and
development of small molecule therapeutics for the treatment of serious diseases with unmet medical needs,

e of Exrinnrtes

The preparation of the consolidated financial statements in conformity with GAAP pequires managenment to
miatke estimates and assumptions that affect the reported amounts of asscts and liabilitics and disclosure of
comtingent assets and liabilivies at the date of the fnancial statements and the reported smownts of revenses and
expenses during the reporting period. Actual results could differ from these estimates,

Corsh ad Cash Equeivalents

Cash and cash equivalenis consist of cash and other highly liquid investiments, including meney market and
mutual funds accounts, with original matuntics of three months or less from the date of purchase.
dnvesimenis

Investmems purchased with an eriginal maturity of greater than three months are classified as investments,
Investments are stated an fair value and are classified as current or non-curment based on the nature of the securitics
as well as their stated maturities. There were no investments held as of December 31, 2023, As of December 31,
2022, investments consisted of bank certificates of deposit with original purchased msturity dates between seven
and 13 months,
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Concentraifons ard Credls Risk

The Company maintains cash balances and has purchased centificates of deposit at vanious financial institutions
and such batances and cemificates of deposit conmonly exceed the S250,000 amount insured by the Federal Deposit
Insurance Corparation. The Company also maintains maoney market funds a1 various financial institutions which ase
not federally insured although are invested primarily in U5, government securities. The Company has not
experienced any bosses i such accounts and management believes that the Company does not have significimt credit
risk with respect to such cash and cash equivalems,

Fair Value of Finaneial fnstramenis

Financial instruments, including cash equivalenis and accounts payakble, are carried at cost, which management
believes approximates fair value because of the short-term nature of these instruments.

IPR&D, Long-Lived Assets and Goedwill

Amounts incurred related to in-process research and development (" IPR&D™ ) or assel purchases of IPR&D are
expensed as incurred. Amounts allocated 1o IPR&D in connection with a busingss combination are reconded at fair
value and are considered indefinite-lived intangible assets unnl completion or abandonment of the associated
research and development efforts. If and when development is complete, which generally occurs when regulatory
approval to market a product is obtaimed, the associated assets are deemed finite-lived snd amortized over a period
ihat best reflects the economic benefits provided by these assets. During the period the asseis are considered
inde finite-lived, they will not be amortized but will be tested annually for impairment or more frequently i
mdicators of impaimment exist. The Company first assesses qualitative factors 1o determine whether it is more likeby
than not that the fair value of the IPR&LDY 5 less than its carrying amount as & basis for determining whether it is
mecessary to perform a quantitative assessment. If, after assessing qualitative factors, the Company determines it is
not more likely than not that the fair value is less than its carmying amount, then a quantitative assessment is
unnecessary. [ the quantitative assessment is deemed necessary, the excess of the carrving value over fuir value will
be recorded ax an impairment. The qualitative assessment focuses on the key inputs, assumplions and rationale
utilized in the establishiment of the carrying value and related changes sinee the last quantitative assessment, Based
on the results of the Company 's annual qualitative assessment, the Company concluded that it is not more likely
than not that IFR&D was impaired for any of the periods presemted.

The Company’s bong-lived assets are reviewed Tor impairment whenever events or changes in circumstances
indicate that the carrving value of an asset (or asset group) may not be recoverable, and the Company will perform
an impairment analysis. Long-lived asscts are deemed to be impaired when the undiscounted cash flows expected to
be penerated by the assel (or asset groap) are less than the asset™s corrving amount. Any required impairment loss
woitld be mgasured as the amount by which the asset’s dor asset group’s) carmving value exceeds its fair valug and
wiild be recorded as a reduction in the carrying value of the related asset and a charge to operating expense. There
were no events or changes in circumstances 1o indicate that the carrying value of an asset (or asset group) may not
be recoverable for any of the periods presented.

Cipodwill is reviewed for impairment annually (as of December 3 151) or more frequently iT indicators of
impairment exist. As the Company operates in a single operating segment and reposting unit, goodwill is assessed at
a consolidated bevel, The Company first assesses qualitative fctors to determing whether it is more likely than not
that the fair valwe of the reporting unil is less than its cerrying amount, including goodwill, If so, the Company will
proceed with a quantiative assessment that compares the fair value of the reporting unit with its carrving amount, |7
the fair value exceeds the camying value s a result of either the qualitative or quantitative test, goodwill is not
considered impaired, The qualitative factors include economic envirenment, business climate, market capitalization,
operating performance, competition, and other Frctors, The Company placed the highest weight in excess cushion of
the market capitalization to the equity carrying value in the analysis, Based on the resulis of the Company's annual
qualitative assessment, the Company concluded that it is not more likely than not that goodwill was impaired for any
ol the periods presented.

24
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Research, Development and Pafents

Rescarch and development costs are expensed in the period incurred, Research and development costs primarily
consist of salaries and related expenses for personnel, facilities and depreciation, research and developiment supplies,
licenses and outside services. Such research and development costs ttaled 53,3 million and $8.7 million for the
years ended December 31, 2023 and 2022, respectively.

Costs related 1o filing and pursuing patent applications are expensed as incurred, a5 recoverability of such
expenditures is uncertain, The Company includes all external costs related to the filing of patents in Research,
Development and Patents expenses. Such patent-related expenses totaled 54 million and $0.4 million for the years
ended December 31, 2023 and 2022, respectively.

For transactions with a government where the Company receives government assistance in performing research
and development sctivities and the accounting for a transaction is not specified within the scope of authontative
GAAP, the Company Tollows ASC 832, Governmennt Assistence (Topic 8325, applying a grant or contribution model
by analogy to Subtopic 938-605, No-for-Proflt Entities-Revenwe Recogmitbon (CASC 938-6057),

Im 2021, the Company cntered into an agreement with the Biomedical Advanced Research and Development
Authority (BARDA), pant of the Administration for Strategic Preparedness and Response (ASPR) a1 the LS.
Department of Health and Human Services, 1o develop MN-166 (itnedilast) as a potential medical countermeasure
against chiorine gas-induced lung damage such as ARDS and acute lung injury (ALL). Under the agreement,
BARDA agreed to provide federal funding for specified preclinical studies under Contract No, 73A50121C00022,
The studies were completed in Aogust 2023, and in September 2023, BARDA paid the Company $0.7 million to
pastially reimburse the costs of the siudies, Coniractual arrangements that are not considered an exchange of services
are considered contributions under ASC 938-603, and the Company elected to recognize the 507 million in funding
as an offset 1o research and development costs for the year ended December 31, 2023,

Leases

The Company deternuinegs if an arrungement is 2 lease at inception and if so, determines whether the lease
qualifies as an operating or finance lease. The Company does not recognize right-of-use assets and lease liabilities
for lecasces with a term of 12 months or less and dees nol separate non-lease components from lease, Operating lease
right=af-use assets and labilities are recognized at commencement date based on the present valoe of fease payments
over the lease term, Chperating lease expense is recognized on a straight-line basis over the lease term and is included
in general and administrative expense. As the Company’s operating leases do not provide an implicit 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 is the rate that the Company weoarld
expect o pay 1o borrow on a collateralized and fully amortizing basis over a similar term an amount equal io the
lease payments in a similar coonomic environment.

Clinical Trie! Acoruals arnd Prepald Expenses

Costs for preclinical studies. clinical stedies and manufacturing activities are recognized as research and
development expenses based on an evaluation of the progress by Company vendors towards completion of specilic
tasks, using data such as patient enrollment, clinical site activations or information provided to the Company by such
vendors regarding their actual costs incurred. Paymenits for these activities are based on the terms of individual
comtracts and pavment timing may differ significantly from the period in which the services are performed. The
Company defermines accrual estimaies through reports from and discussions with applicable personnel and owiside
service providers as to the progress or state of completion of studics, or the services completed. The Company”s
estimides of acerued expenses as of each balance sheet dute are based on the facts and circumstances known at the
time, Costs that are paid in advance of performance are deferred as a prepaid expense and amonized over the service
period as the services are provided. As of December 31, 2023, the Company recorded S1.0 million and $0.0 million
in clinical trial acerwals and prepaid expenses, respectively. As of December 31, 2022, the Company recorded 51.5
million and S0.3 million in clinical trial scoruals and prepaid expenses, respectively,
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Mlrare-Based Compersaiion

The Company estimates the fair value of stock options using the Black-Scholes option pricing model on the
date of grnt. The Geir value of equity instrum eits expected 1o vest are recognized and amorized on a sraight-line
basis aver the requisite service period of the award, which is generally three to four years; however, the Company's
cquity compensation plans provide for any vesting schedule as the board may deem appropriate. Forfeitures ane
recognized as they occur,

The Company issues employes performance-based stock options. the vesting of which is based an a
determination made by the board of directors as to the achievement of certain corporate objectives at the end of the
performance period. The grant date of such awards is the date on which the board of dircctors makes its
determination. For periods preceding the grant date, the expense related o these awards is measured based on their
fair value ol each reporting dine and e expected number of options Based upoi the expected perfonnance compared
o the performance objectives,

Ner 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 is based upen the weighted average number of commaon
shares and potentially dilutive securities (comman share equivalents) outstanding during thee period, Commaon share
equivabenis outstanding. determined wsing the treasury siock method, are comprised of shares that may be issued
under the Company™s outstanding stock option agreements. Commaon share cquivalents are excluded from the
diluted net loss per share caleulation if ther effect is anti-dilutive,

Potentially dilutive outstanding securities of 7,781,749 and 7,985,250 consisting of stock opgions for the vears
ended December 31, 2023 and 2022, respectively. were excluded from diluted net loss per common share becawse of
their anti-dilutive effect.

Recenly Fsswed Accounting Pronourcements

In June 2006, the Finaneial Accounting Standards Board (“FASB™) issued Accounting Standards Update
(“ASL"Y Mo, 200613, Fimangial Instrrments— Credit Losses (Topic 32680 Measuremend of Credis Losses an
Firmretad fnstemments (“ASU 2006-13") The ASL introduced a new credit foss methodobogy. the Current Expected
Credit Losses ("CECL™) methodology, which requires carlier recognition of eredit losses, while also providing
addinional transparency abou credit risk, The CECL methodology unlizes a lifetime “expected credit loss™
measurement ohjective for the recognition of eredit lesses for loans, held-to maturity debt securities, wade
receivables and other receivables measured at amontized cost at the time the financial asset is originated or scquired.
Subsequent 10 the issuance of ASL 2016-13, the FASE issued several additional ASUs to clarify implementation
guidance, provide narrow-scope improvements and provide additional disclosure guidance, In November 2009, the
FASE issued an amendment making this ASU effective for fiscal years beginning afier December 15, 2022 for
smaller reporting companies. The new standard was effiective for the Company on Janaary 1, 2023. There was no
mnpact on the consolidated Bnancial stakements upon adoption of this standard on January 1, 2023,

In August 2020, the FASE isseed ASU No. 2000:06, Debr = Oeby with Conversion and Oler Options
r'.‘m'l.r.h\.l'n:lbfq: L7020 ol Deriventives aind quf;p'ng — CemrrereTy i F.-I'Jflil:l-' ‘s LR Eq'lrm[l:; riﬂ'u.ﬁ.l'gam- S50 (CASL 2020-
06" ASL 2020-06 simplifics the acoounting for convertible debt instruments by reducing the number of accounting
madels and the number of embedded features that could be recognized separately from the host contract.
Consequently, more convertible debt instruments will be accounted for as a single lability measured at its amorized
cosi. as long as no other features require bifurcation and recognition as derivatives. ASL 2020-06 also requires use
of the if-converted method in the diluted cormings per share calculation for convertible instrumendts, ASU 2020-046 is
effective for fscal vears beginning after December 15, 2003, and mterim periods within those Oscal vears for
smaller reporting companics, with early adoption permitted, The new standard was effective for the Company on
January 1. 2024, There was no impact on the consolidated financial statements upon adoption of this standard on
January 1, 2024,

In October 2023, the FASH issued ASU 2023-06, Disclosure hnprovements: Codificarion Avendments in
Response to the SEC s Disclosare Lpdate and Stoplificasion fniarive, ASL 202306 modifies the disclosure o
presentation requirements of a variety of Topics in the Codification. Specifically, the amendments align the
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requirements in the Codification with the SEC’s regulations. The amendments apply to all reporting entities within
the scope of the affected Topics unless otherwise indicated. For entities subject to the SECTs existing disclosune
requirements and for entities required 1o file or fumish financial statements with or to the SEC, the effective date for
cach amendment will be the date on which the SEC’s removal of that related disclosure reguirement from
Begulmion S-X or Regulation 5-K becomes effective, with carly adoption prohibited. For all other entities, the
amendments willl be effective two years after the date of such removal, The amendments should be applied
prospectively, The Company is curremtly evaluating the potential impact that this standard will have on its
consalidated financial statements and related disclosurncs.

In Movember 2023, the FASE issued ASU 2023-07, Segurem Repording (Topic 2800 fmprovements io
Reportable Segment Disclosures, ASU 202307 improves the disclosunes about a public entity”s reportable sepmems
and addresses requests from investors for additional, more deailed information about a reportable segment’s
expenses. Specifically, it requires that a public entity: 1) disclose, on an annual and interim basis, significant
segment expenses that are regularly provided 1o the chief operating decision maker (CODM) and included within
each reported measure of sepment profit or less, 23 dischose, on an annual and interim basis, an amount for other
segment items by reportable segment and a description of its composition, The other segmem flems category is the
difference between segment revenue less the segment expenses disclosed under the significant expense principle and
each reported measure of segment profit or loss, 31 provide all anneal disclosures about a reporiable sepment’s prafit
or bass and assels currently required by Topic 280 in interim periods, and 4) discloss the nitke and position of the
CODM and an explanation of how the CODM uses the reported mgasurel(s) of segment profit or loss in assessing
segment performance and deciding how to allocate resources. The ASLU also requires a public entity that has a single
repartable sepmemt to provide all the disclosures required by the amendnsents i this ASU and all existing segment
diselosures in Togic 280, Further, the ASL clarifies thay if the CODRM uses more than one measure of 4 segment’s
profit or loss in assessing segment performance and deciding how to allocate resources, a public entity may report
one or more of these additional measures, However, at least one of the reported segment profit or loss measures
should be the measure thl is most consistent with the measurement principles used in measwring the corresponding
amounis in the public entity 's consolidated financial statements, The amendments are effective for all public entities
theat are required to report segment information for fiscal years beginning afier December 15, 2023 and interim
periods beginning afier December 15, 2024, Early adoption is permined. The amendments should be applied
retrospectively to all prier periods presented, The Company is currently evaluating the potential invpact that this
standard will have on iis conselidated financial statements and related disclosures.

In December 2023, the FASH issued ASU 2073-09, fncoine Taves (Topie 7400 Improvements to fncome Tax
Disclosires. ASU 2025-09 enhances the transparency and decision usefulness of income tax disclosures.
Specifically, it requires that a public business entity: 1) disclose, on an annual basis, an income tax rate
reconciliation in a tabular form, disclosing specific categories and providing addirional information for reconciling
items that meet a quantitative threshold. 2) disclose onoan annual basis the following information about income taxes
paick: i) the amount of income taxes paid {net of refunds received) disaggregmied by federal (national), state, and
fioreign taxes, i) the amount of income taxes paid (net of refunds received) disaggregated by individual jurisdictions
in which imcome taxes paid {net of refunds received) is equal io or greater than 5 percent of total income taxes paid
{net of refunds received), 3) all entities are required 1o disclose: 1} mcome (or loss) from continuing operations
befare income ax expense (or benelit) disagpregated between domestic and foreign, aind 1) Incoine 1ax expense (or
benefit) from continuing operations disaggregated by federal (national), state, and foreign. For public business
enfities, the amendments are effective for annual pericsds begimning after December 15, 2024, For all other entities,
the amendments are ¢ffective for annual periods beginning afler December 15, 2025, Early adoption is permitted for
annual financial statements tha have not vet been issued or made available for issuance, The amendments in this
ASLI should be applicd on a prospective basis. Retrospective application is permitted. The Company is currently
evaluating the potentinl impact that this standard will have on its consolidated financial statements and relmed
disclosures,

2, Revenue Recognition

Revenne Recagnition Policy

Revenues historically have consisted mainly of research and development services performed under a contract
with a customer, The Company evaluates the separate performance obligation(s) under each contract, allocmes the
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transaction price to cach performance obligation considering the estimated stand-alone selling prices of the services
and recopnizes revenue upon the satisfaction of suech obligations at a point in time or over time dependem on the
saisfaction of one of the following criteria: (1) the customer simulianeously receives and consumes the economic
benefits provided by the vendor’s performance (2) the vendor creates or enhances an asset controlled by the
customer {3} the vendor's performance does not create an asset for which the vendor has an altemative use, and {4)
the vendor kas an-enforceable right 1o payment for performance completed to date,

Grenzyine Corporalion

I December 20035, Avigen, Ing, and Genzyvme Corposation (“Genevme™ ) entered inte an Assignment
Agreement (the “Genzyme Agreement”™ ) in which Genzyme acquired certain gene therapy imtellectunl property.
programs and other related assets from Avigen, Inc. in exchange for an upfromt payment and potential sdditional
development milestone payiments, sublicensing fees, and rovalty payments based on the successful development of
products by Genzyme utilizing technologics previously deveboped by Avigen, The Corpany subsequently acquired
Avigen in December 2000 aleng with Avigen’s rights and obligations under the Genzyme Agreement. IF Genzyme
fails to diligently pursue the commercialization or marketing of products using the assigned technology, as specified
in the Genzvime Agreement, some of the rights assigned could revert back 1o the Company at a future dare.

The development milestones outlined in the Genzyme Agreement did not meet the definition of a substantive
milestone obligation under authoritative guidance on revenue recognition for milestone payments, as Genzyme was
responsible for the development of the product and there is no further substantive service effort required by the
Company. In Seplember 2023, the Company received notice that a gene therapy product based on AAY (adeno-
assockated virus) vector technology, which was covered under the Genzyme Agreement, achieved one clinical
development milestone, iriggering a milestone payment of $1.0 million. Accordingly, the Company recognized
revenue of S1.0 million for the vear ended December 31, 2023,

3, Fair Walue Measurements

Fair value is an exit price, representing the amount that would be received 1o sell an asset or paid to ransfer a
liability in an orderly transaction between market participants, As such, fair value is a market-based measurem et
that should be determined based on assumptions that market participants would use in pricing an asset or linbility.
As 2 basis for considering such assumptions, a three-tier fair valee hierarchy has been established, which prioritizes
the inputs used in measuring fair value as follows:

Lewel I: Observable inputs such as quoted prices in active markets:

Lewel 2: Inputs are gisated prices for similar flems in active markets of inpuls are quoted prices for
identical or similar items in markeis that are not active near the measurement date; and

Lewvel 3:  Unobservable inputs due to little or no market data, which require the reporting entity to
develop its ewn assumptions

The earrying amount and approximate fair value of financial instruments as of [ecember 31, 2023 and 2022,

were &% follows:
Necember 51, 2028 Ibewember 31, Had}
Carryimg Carrying YWaluntion
Amoani Fair Valac Amsnint Fair Valug lmpaits
Cash equivalents:
Mutual funds 5 TE23E2 5 TE23EX 5 TH B3 S T4 882 Level 1
Investmients:
Bank cenificates of deposit 39082213 39082213 Level 2

Shon-term investiments consisting of bank centificaes of deposit with an original purchased maturity greater
than three months are classified as held-to-maturity and are stated at amortized cost, which approximates fair value
due to the short-term maturities and market rates of interest of these instruments.
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4. Balance Sheet Details

Propersy and Eguiparent
Progery and equipment, net, consist of the following:

December 31,

02 22
Leaschold improvements 51257905 13502
Furniture and equipment 134,106 121,909
Sofiwane 342,628 342,628

480,313 478,069
Less accumulsted depreciation and amorization (443, 313) _ (432,800)
Property and equipment, nel § d5.800 § 45269

The Company uses the straight-line method 10 record depreciation expense with useful lives of three 1o five
vears. Leasehold mprovements are amortized over auseful life of five years. Deprecistion and amortization of
propery and equipment of $20,2%5 and $17,707 was recorded for the yvears ended December 31, 2023 and 2022,
respectively.

Acerned Liobhilittes and ver Crrrernt Linbifiiles

Accrued liakilities and other current liabilities consist of the following:

December 35,
Pl 22

Accrued compensation - 824390 & 920,166
Clinical trial accruals LiD34,720 1462354
Professional services fees 35,753 15688
Other 166,375 184,100
Total acerued lisbilitics and other cument
liahilities § 2050238 £ 2605308

B Commitments and Contingencies
Lease Conmitiments

The Company has operating leases primanly for real estate in the United States and Japan. The United Staes
lease is for the Company’s headquarters in San Diego and has a term of Ove years ending January 31, 2027, with
annual escalations. The Company™s lease in Tokyo, Japan has & term of two vears ending May 2025 with an auto-
renewal, bwo-vear extension, In June 2023, the Company rénewed the Japan lease. The auto-renewal was not
i luded in the measurement of the lease lability as renewal at the end of the lease 1erm was nod reasonably cenan,
The real estate operating leases are included 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 obligation to make lease
payments are incheded in "Operating lease lability™ and "Other non-current labilities™ on the Company's
consolidated balance sheets.
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Information related to the Company *s right-of-use asscts and related lease liabilities are as follows:

Year Ended
Deegmber 31,
s

Cash paid for operating leass liahilities § 257326 % 198035

Operating lease costs 257,931 248.610

Right-of-use assets oblained in exchange for new

operating lease obligations 139,001 -

Current operating bease liabilities 5 215926 5 157505

Mon-current operating lease liabilitics 4110660 523,619

Todal operating lease liabilitics S 636586 S 681,124

Weighted-average remaining lease term 281 3.90

Weighted-average discount rate 9,3% 9.8%
Maturities of operating lease liabilities as of December 31, 2023 were as follows:
2024 5 265,608
2025 229,472
2026 204,483
2027 17,265
2028 -
Thereafier —

Total minimum pavments £ 718,922

Less imputed interest (92,336)
Total bease labilities 5 626,586
Product Linhilicy

The Company’s business exposes it to liahility risks from its potential drug products. A successful product

liability claim or series of claims browght against the Company could result in the payment of significant amounis of

money and divent management’s attention from rmming the business, The Company may nol be able 10 maintain

insurance on accepiable ierms, or the insurance may not provide adequate prodection in the case of a produci liabiliiy

claim. To the extent that product linkility insurance, if available, does not cover potential claims, the Company
would be required 1o self-mnsure the risks associsted with such claims, The Company believes it carries reasonably

adequate insurance for product liakility,

License and Research Agreenenis

The Company has entered into in-licensing agreements with various pharmaceutical companies. Under the
terms of these agreements, the Company has received licenses to research, know-how and technobogy claimed, in
certain patents or patent applications. Under these license agreements, the Company is generally required to make
upironi paymenis and additional pavmenis upon the achievement of milestones amd'or royalties on future sales of

products until the later of the expiration of the applicable patent or the applicable last date of market exclusivity after

the first commercial sale. on a country-by-cowntry basis.

Mo mibestone pavmems have been made under these agreements during the vears ended December 31, 2023 and
2022, For products currently in development, fuure potential milestone payments based on product development of
MM- 166 (ibudilast) and MMN-001 {tipelukast) are S10 million as of December 31, 2023, For all other products, future
potential milestone payments related to development milestones and commercialization milestones totaled $16.5

million as of December 31, 2023, There are no minimem rovalties required under any of the license agreements. The

Company is unable to estimate with certaingy the timing on when these milestone payments will oceur as these
payments are dependent upon the progress of the Company™s product development programs.
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Legal Proceedings

From time fo time, the Company may be subject to legal proceedings and claims in the ordinary course of
business, The Company is not aware of any such proceedings ar ¢laims thiat i believes will have, individually oF in
aggregate, a material adverse effect on its business, financial condition or results of operations.

6. Stock-based Compensation
Steock Tmeentive Plans

Imi June 2013, the Company adopted the 2013 Equity Incentive Plan, or 2013 Plan, under which the Company
gramted eguity-based awards, including stock options, stock appreciation rights, restricted stock, and restricted stock
units to individuals who were ten emplovees, officers, non-employes directors or consuliams of the Company or its
subsidiaries, A total of & 700,000 shares of common stock were reserved for issuance under the 2013 Plan. In
addition, “returming shares” that may become available from time to time were added back 1o the plan. “Returning
shares™ included shares thar were subject 1o outstanding awards granted under the Compiny’s prior 2004 Equity
Incentive Plan thay expired or terminated prioe (o exercise or settlement, were fprfeited because of the failure 10 vest.
were repurchased, or were withheld to satisFy tax withholding or purchase price obligations in connection with such
awards, Although the Company no longer grants equity awards under the 2003 Plan, all cststanding stock awards
granted under the 2012 Plan will comtinue to be subject to the 1erms and conditions as set forih in the agreements
evidencing such stock awards and the terms of the 2013 Plan.

In June 2023, the Company adopted the 2023 Equity Incentive Plan, or 2023 Plan, under which the Company
may grant stock options, stock appreciation rights, restricted stock, restrictesd stock units and other swords 1o
individuals who are then employees, officers, non-employee directors or consultans of the Company or ils
subsidiaries, The 2023 Plan is the successor 1o the 2013 Plan. The number of shares of commaon stock that may be
issued under the 2023 Plan is equal to the sum of {a) shares subject to awards granted under the 2013 Plan that were
outstanding upon expiration of the 2003 Plan and are subsequently forfeied, expire or lapse unexercised or unsettled
and shares issued pursuant to awards granted under the 2013 Plan that were outstanding upon expiration of the 2003
Plan and are subsequently forfeited to or reacquired by the Company and (b) shares reserved under the 2013 Plan
that were not issued or subject to outstanding awards under the 2013 Plan upon expiration of the 2003 Plan. While a
masimum of 9,934,567 shares may become available for issuance under the 2023 Plan from the 2003 Plan, since
this figuse sssumes that all awards cwtstanding under the 2013 Plan wpon expiration of the 2013 Plan will be
forfeited, the Company expects the actual number of shares added to the 2023 Plan 1o be less. In general, to the
extent that swards under the 2023 Plan are forfeited, cancelled or expire for any reason before being exercised or
sertbed in full, the shares subject to wuch awards will again become available for Bseance under the 2023 Plan, IT
stock appreciation rights are exercised or resiricted stock units are settled, then only the number of shares (if any)
actually issued 1o the participant will reduce the number of shares available under the 2023 Flan, If restricted shares
or shares sued upon exercise of options are reacquired by the Company pursuant to a forfeiture provision,
repurchase right or for any other reason, then such shares shall again become available for issuance under the 2023
Plan. Shares withheld to pay the exercise price of options or satisfy tax withholding obligations related to an award
shall again become available for issuance under the 2023 Plan, Further, to the extent an award is sentbed in cash
risther than shares, the cash settlement shall not reduce the mumber of shares available for issuance under the 2023
Plan.

As of December 31, 2023, 2,152 818 shares remain available for future grant under the 2023 Plan,

Certain of the emplovee steck options granted contain performance conditions. the vesting of which is based on
a determanstion made by the board of direciors or its compensation commiltee as to the achievement of certain
corporate objectives at the end of the performance peried, The grant date of such awards is the date on which the
board of directors or its compensation committee makes its determination. For periods preceding the grant date, the
expense reloted to these awards is measured based on their fair value at each reporting date. The estimated fair vatue
of the performance awards granted and the resulting expense is based upon a cenain level of achievement of the
corporate ohjectives and other assumptions in determining fair valee, The amount of expense uliimately recognized
upon the grant date at completion of the performance period could change from the estimate as a result of various
fiactors, including the level of achievement of the corporate objectives, changes in the assumptions used in the
Black-Scholes model in determining fair value or Muctuations in the Company”’s stock price during the performance
period. As of December 31, 2023, there were a total of 730,350 shares underlying performance options that were
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subjeet to vesting based en achicvement of corporate objectives for 2023, In January 2024, the compensation
committes and the boord of directors determined that the performance milestones were schieved af the T0%% kevel
and accordingly 311,243 of these options vested and the remaining shares were forfeited.

Sterck Opttons

Options granted under the 2023 Plan and the 2013 Plan have terms of ten vears from the date of grant unless
carlier terminated and generally vest over a one to four-year period.

The exercise price of all options granted during the years ended December 31, 2023 and 2022 was equal to the
market value of the Company®s common stock on the date of grant.

A summary of stock option sctivity and related information for the vears ended December 31, 2023 and 2007 is

as follows:

Number of  Weighted Averape
Uptios Shares  Exercise Price

Onstanding ar December 31, 2021 TO74.250 5 5.81
Ciranted 200,700 & 228
Exercised (300008 264
Cancelled (5777008 5.85
Oulstanding at December 31, 2022 7.985.250 § 5,35
Granted TER6E3 § 239
Exercised —5 -
Cancelled (G032, 1 8435 3.27
Outstanding at December 31, 2023 TITEI.?J‘!"? :i 5.52
Exercisable at December 31, 2023 TO08.232 & 5.86
Weighted
Anerage

Sumber of Grant-Tate
Ohption Shares  Fair Value

Non-vested af December 31, 2022 500869 § 1.52
Cirutted 738683 § 1.59
Wested (579,351) 5 1.51
Forfeitures {26.684) & 1.45
Mon-vested a1 December 31, 2023 T13.51T 5 1.61

The aggregate intrinsic value of options exercised was S0and 51,410 for the years ended December 31, 2023
and 2022, respectively. Options outstanding and exercisable st December 31, 2023 had a weighted average
contractial life of 4,47 vears and 4.89 vears, respectively,

Az of Decemnber 31, 2023 and 2022, the total intrinsic value of options outstanding was S0 eed S0, respectively.
Total intrinsic value of oprions exercisable was S0 and 20 as of December 31, 2023 and 2022, respectively, Toal
fair value of options vested was $0.9 million and 526 million for the vears ended December 31, 2023 and 2022,
respeetively.
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Conpensation Expense

The estimated fair value of each stock option award was determined on the date of gramt using the Black-
Seholes option valuation model with the following weighed-average assumptions FoF stock option graiis:

Vear Ended
Besem ber 31
2023 Free

Stock Options
Risk-free interest rate 383% 3.88%
Expected volatility of common stock T5.28% T8.E1%
Dividend vield 0.00% 00095
Expected oplion term (in vears) 468 4,70

The risk-free inferest rate assumpdion is based upon observed interest rates approprinte for the expected term of
emploves stock options, The expected vodatility is based on the historical volatility of the Company s common
stock. The Company has not paid nor does the Company amticipate paying dividends on its common stock in the
foreseeable future. The expected term of employee stock options is based on the simplified method as provided by
the authoritative puidonee on stock compensation, as the historical stock option exercise experience does nod provide
a reasonable basis w estimate the expecied term.

The weighted-average fair valee of each stock option granted during the vears ended December 31, 2023 and
2022, estimated as of the grant date using the Black-5choles option valuation model, was 51,59 per option and $1.47
per oplion. respectively.

Stock-based compensation expense for stock opteon awards are refected in total opernting expenses for exch
respective year. The following table summarizes stock-based compensation expense for the yvears ended December
31,2023 and 2022

[recember 31
023 2022
Research, development and patents § Mo2es § 217071
Cieneral and adminisirative 470,442 405,451
Total stock-based compensation expense 5 710,710 5 642,532

Asof Decemnber 31, 2023, there was 30,1 million of unamortized compensation cost related 1o unvested stock
option awards which is expected to be recognized over a remaining weighted-average vesting period of 0.06 years,
on a straight-line basis,

7. Stockholders” Equity
At-The-Market Issuance Sales Agreemen

On August 23, 2009, the Company entered into an at the market issuance sales agreement, which was
amended on August 26, 2022 (as amended, the “ATM Agreement”™) with B. Riley FBR. Inc. (B. Riley FBR)
pursuznt to which the Company may sell commaon stock through B. Riley FBE from time to time up Lo an aggregaie
offering price of $75.0 million. Sales of the Company s common stock through B, Riley FBR, if any. will be made
by any method that is deemed to be an “at-the-market” equily offering as defined in Rule 415 promulgated under the
Securities Act of 1933, as amended, including sales made directly on NASDALQ, on any other existing trading
market for the commen stock or through @ market maker. B, Riley FBR muy also sell the common stock in privately
negotiated transactions, subject o the Company”s prior approval, The Company agreed (o pay B, Riley FRE an
aggregate commission rate of up (o 3,5% of the gross proceeds of any common stock sold under this agreement.
Proceeds from sales of commen stock will depend on the number of shares of common stock sold 10 B. Riley FBER
and the per share purchase price of each transaction.

Mo shares of common stock were sold under the ATM Agreement in the vears ended December 31, 2023 and 2022,
respectively,
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Comnran Stock Reserved for Fuhive [ssvance

The following table summarizes common stock reserved for future issuance at December 31, 2023:

Common stock reserved for issuance upon exercise of
options outstanding (under the 2004 Plan. 2013 Plan

angd 2023 Plan) TI81.749

Common stock reserved for future equity awards (under
the 2023 Plan) 2,152,218
9,934,567

B, Income Taxes

A reconciliation of loss before income taxes for domestic and foreign locations for the yvears ended December
31, 2023 and 2022 15 as follows:

Year Ended
Decembser 31,
2023 a2
United States 5 (BIET96T) 5 (14,084,240)
Foreign 19498 17,979
Loss before income 1axes 5 5684691 5 (14.066,261)

A reconciliation of income tax expense for the vears ended December 31, 2003 and 2022 15 a3 follows:

Year Ended
epemb=er 51,
Current; pirt] o
Federal 5 — 5 ==
Srane == -
Foreign {3.047) (1.821)
Tutal current income tax expense (3,047} (2,822)
Deefermd:
Federal — -
State - -
Foreign
Total deferred income tax expense — —
Total income tax expense £ [3.4TY S (2821
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The significant companenis of deferred income taxes at December 31, 2023 and 2022 are as follows:

Year Ended
December 31,
Deferred tax assets: 2023 2
Net operating loss carmy forwards £ 69980468 5 TO 142367
Capitalized licenses - 0934
Research tax credits 10,034,233 9.629.956
Steck options 1,497 450 1.526,644
Ohher, net 355204 300610
Right-of-use asset 166,832 180,938
Research and experimentation capitalization 2,626,585 1,795,380
Totnl deferred nax assets 84,660,772 53.067.029
Deferred tax liabilitics
Right=of-use lability (152.511) (106, 786)
In-process research and developmemnt (1.343.213) (1.343.213)
Total deferred rax liabilities (1495.724) {1, 506 59y
Met deferred tax assets 83,165,048 2,157,030
Valuation allowance (83306840 (82.558.822)
Met deferred tax lizbilisy £ (201,792) 5 (201,792}

The Company has established a valustion allowance against net deferred 1ax assets due to the uncertaimty that
such assets will be realized. The net change in the valuation allowance during the year ended Decembser 31, 2023
was an increase of $1.0 million. The Company periodically evaluates the recoverability of the deferred tax assets. At
such time a5 it is determined that it is more likely than not that deferred tax assets will be realizable, the valuation
allowance will be reduced.

At December 31, 2023, the Company has federal and California net operating loss (NOL) careviorwards of
approximately 5275.9 million and 51905 million, respectively. $227.4 million of fiederal NOL carryforwards begin
1o expirg in 2024, 548.5 million of federal NOL carmyforwards can be corried forward indefiniely, and the
California NOL carryforwards begin to expire in 2028, At December 31, 2023, the Company also had federal and
California research tax credit camy-forwards of approximately 58.2 million and $2.4 million, respectively. The
federal research tax credit carry forwards begin 1o expire in 2024, and the California rescarch tax credit carryforward
does not expare and can be carried forward indefiniely wntil utilized.

The above NOL carryforwird and the research ta credin canry forwards arg subject tw an annual limitation under
Section 382 and 383 of the Internal Revenue Code of 1986, and similar state provisions due to ownership change
limitations that have eccurred which will limit the amount of NOL and tax credit carryforwards that can be utilized
1o offsel future taxable bwcome and 1ax, respectively. In general. an ownership change, as defined by Section 382 and
383, results from transactions increasing ownership of certain stockholders or public groups in the stock of the
corporatien by more than 50 percentage points over a three-year period. The Company completed an IRC Section
382383 amalysis regarding the limitation of net operating loss and research and development credit carmyforwards
for @ period of inception through December 2022, and did not experience any ownership changes which triggers the
limigation. There is a risk that additional changes in ownership have occurred since the completion of the
Company's analysis. 1§ a change in ownership were to have occurned, additional NOL and tax eredit carmyforwards
could be elimingted or restricted. IFeliminated, the related asset would be removed from the deferred 1ax asset
sehedule with a corresponding reduction in the valuation allowance, Due to the existence of the valuation allowance,
limitations ereated by future ownership changes, if any. related to the Company’s operations in the United States
will not impact the Company s effective tax rts,
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A reconciliation of the federal statutory income tax rate o the Company s effective income tax rate is as

follows:
Year Ended
December 31,
2023 2022

Federal siattory income tax rate 2L.0% 21.0%%
State income taxes, net of federal benefit 6.3 6.4
Tax credits 3.8 26
Change in valuation allowance (11.8) (26.4)
Permanent differences — {0.3)
Expiration of attributes {12.0) (1.3)
Stock compensation {1.9) (1.5
Uncertain tax positions (6.8} -
Oiher 1.0 (0.1}
Provision for income raxes (1.0% {.0°%

The Company defermines its uncertain fax positions based on a determination of whether and how much of a
tax benefit taken by the Company in its tax flings 1s more likely than not to be sustained uwpon examination by the
relevan income tax authorities,

The folbowing table summarizes the activity related 1o the Company s unrecognized tax benefits:

Year Ended
Tecember 51,
pL ]
Giross unrecognized tax benefits ot January | % BO6OE] S 893 371
Additions for tax positions taken in the prior vear = 3610
Additions for tax positions taken in the curment year 692385 =
Gross unrecogniped tax benefits at December 31 £ 1589266 5 896,981

1f recognized, none of the unrecognized tax benefits as of December 31, 2023 would reduce the anmsal effective
tax rle, primanly due 1o comesponding adjustments o the valuation allowance,

The Company files income tax returns in the United States, California and foreign jurisdictions, Due to the
Company's losses incurred, the Company is essentially subject 1o income tax examination by tax suthoritics from
imception to date, The Company”’s policy is to recognize interest expense and penaltics related 1o income tax matters
% mx expense, At December 31, 2023, there are no significant accreals for interest relsted to unrecopnized tax
benefits or tax penalties, The Company does not expect the unrecognized 1ax benefits 1w change significantly over
the next twelve months,

9. Emploves Savings Flan

The Company has an employvee savings plan available to substantially all emiplovees. Under the plan, an
emploves may elect salary reductions which are contributed to the plan, The plan provides for discretionary
contribitions by the Company, which totaled 5115,950 and 575,859 for the vears ended December 31, 2023 and
2022, respectively.
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2023 1 1
] 2022 1 1 -2022 12 31 2023 6 9
] 2022 12 31 2023 6 9
] 2023 1 1 -2023 3 31 2023 6 13
] 2023 4 1 -2023 6 30 2023 9 12
] 2023 7 1 -2023 9 30 2023 12 12
] 2023 6 16

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, 2023 and 2022, 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, 2023 and 2022, 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, 2023, based on criteria established in Internal Control — Integrated Framework (2013)
issued by the Committee of Sponsoring Organizations of the Treadway Commission (““C0S0””) and our
report dated February 15, 2024 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 the 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 enrollment, 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, 2023, the Company recorded $1.0 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 enrollment 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, P.C.

We have served as the Company®s auditor since 2015.

San Diego, California

February 15, 2024

164/164



	表紙
	本文
	第一部企業情報
	第１本国における法制等の概要
	１会社制度等の概要
	２外国為替管理制度
	３課税上の取扱い
	４法律意見

	第２企業の概況
	１主要な経営指標等の推移
	２沿革
	３事業の内容
	４関係会社の状況
	５従業員の状況

	第３事業の状況
	１経営方針、経営環境及び対処すべき課題
	２サステナビリティに関する考え方及び取組
	３事業等のリスク
	４経営者による財政状態、経営成績及びキャッシュ・フローの状況の分析
	（１）業績等の概要
	（２）生産、受注及び販売の状況
	（３）財政状態、経営成績及びキャッシュ・フローの状況の分析

	５経営上の重要な契約等
	６研究開発活動

	第４設備の状況
	１設備投資等の概要
	２主要な設備の状況
	３設備の新設、除却等の計画

	第５提出会社の状況
	１株式等の状況
	２配当政策
	３コーポレート・ガバナンスの状況等
	（１）コーポレート・ガバナンスの概要
	（２）役員の状況
	（３）監査の状況
	（４）役員の報酬等
	（５）株式の保有状況


	第６経理の状況
	１連結財務書類
	２主な資産および負債の内容
	３その他
	４日本と米国との会計原則の相違

	第７外国為替相場の推移
	第８本邦における提出会社の株式事務等の概要
	１日本における株式事務等の概要
	２日本における実質株主の権利行使に関する手続

	第９提出会社の参考情報
	１提出会社の親会社等の情報
	２その他の参考情報


	第二部提出会社の保証会社等の情報
	第１保証会社情報
	第２保証会社以外の会社の情報
	第３指数等の情報

	監査報告書

