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amortization of the liability related to the sale of future revenue, we are required to estimate the total amount of future royalty
and milestone payments to Marathon over the life of the Monetization Agreement and contingent milestone payments from
Marathon. The sum of future royalty payments less the $50,000 in proceeds received and future contingent payments is
recorded as interest expense over the life of the Monetization Agreement. Based on the public forecast by Sunovion, we
discontinued recording interest expense related to the sale of future revenue.

During the second quarter of 2020, under the Sunovion License Agreement, we recognized $8,000 of royalty revenue
and corresponding royalty receivable, related to the $1,000 annual minimum guaranteed royalty that is due in each of the next
eight years. In connection with the Monetization Agreement, we performed an assessment under ASC 860, Transfer and
Servicing to determine whether the existing receivable was transferred to Marathon and concluded that the receivable was not
transferred. See Note 16, Sale of Future Revenue, to our consolidated financial statements for further detail.

Interest Income and other income (expense), net

Interest income and other income (expense), net consists of earnings derived from an interest-bearing account and
other miscellaneous income and expense items. The interest-bearing account has no minimum amount to be maintained in the
account nor any fixed length of period for which interest is earned.

Results of Operations
Comparison of Years Ended December 31, 2023 and 2022

The following discussion of our results of operations explains the material drivers of these results of operations.
Revenues

The following table sets forth our revenue data for the periods indicated.

Change
2023 2022 3 %

(In thousands, except %)

Manufacture and supply revenue $ 43,805 % 36,378 § 7,427 20%

License and royalty revenue 5,376 2,351 3,025 129%

Co-development and research fees 1,402 1,293 109 8%

Proprietary product sales, net — 7,658 (7,658) N/M
Revenues $ 50,583 § 47,680 $ 2,903 6%

Revenues increased 6% or $2,903 in 2023 compared to the same period in 2022. The increase was due to higher
manufacture and supply revenues, license and royalty revenue and co-development and research fees offset by the lack of
proprietary product sales in 2023 as a result of the outlicensing agreement with Assertio in October 2022.

Manufacture and supply revenue increased 20% or $7,427 for the year ended December 31, 2023 compared to the
same period in 2022. This increase was primarily due to increased revenues of $4,382 for Suboxone primarily related to price
increases, increased revenues of $2,141 for Zuplenz and increased revenues of $587 for Sympazan subsequent to the
outlicensing agreement with Assertio in October 2022.

License and royalty revenue increased 129% or $3,025 for the year ended December 31, 2023 compared to the same
period in 2022. This increase was primarily due to $1,500 in milestone licensing revenues for Azstarys from Zevra, increased
licensing revenue of $576 and royalty revenues of $680 for Sympazan and increased royalty revenue of $253 for Azstarys.

Co-development and research fees increased 8% or $109 for the year ended December 31, 2023 compared to the same
period in 2022. The increase was driven by the timing of the achievement of research and development performance obligations
which are expected to fluctuate from one reporting period to the next.

Proprietary product sales, net which only includes sales of Sympazan decreased $7,658 for the year ended
December 31, 2023 compared to the same period in 2022. The decrease was due to the outlicensing agreement with Assertio in
October 2022. We began recognizing Sympazan sales in manufacture and supply revenue and license and royalty revenue in the
fourth quarter of 2022,
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Expenses:

The following table sets forth our expense data for the periods indicated:

Change
2023 2022 3 %

(In thousands, except %)

Manufacture and supply $ 20,831 § 19,38 $ 1,445 7%
Research and development 13,104 17,481 “4,377) (25%)
Selling, general and administrative 31,750 52,879 (21,129) (40%)
Interest expense 6,337 6,552 (215) (3%)
Interest expense related to royalty obligations 905 — 905 NM
Interest expense related to the sale of future revenue 220 5,891 (5,671) (96%0)
Interest income and other income, net (16,321) (99) (16,222) NM
Loss on extinguishment of debt 1,382 — 1,382 N/M

Manufacture and supply costs and expenses increased 7% or $1,445 for the year ended December 31, 2023 compared
to the same period in 2022. The increase in manufacture and supply costs was due to higher costs related to raw materials,
production and changes in product mix.

Research and development expenses decreased 25% or $4,377 for the year ended December 31, 2023 compared to the
same period in 2022. The tables below provide a breakdown of the major costs included in total Research and development
expenses and project costs by type of expense for each of the main clinical development projects in which we are engaged for
each period presented:

Year Ended December 31, Chaﬂgf
(In thousands) 2023 2022 S %
Clinical Trials $ 3,597 $ 3,521 § 76 2%
Development and Manufacturing 664 2,831 (2,167) (77%)
Product Research Expenses 678 1,354 (676) (50%)
Total Project Costs 4,939 7,706 (2,767) (36%)
Preclinical 659 1,045 (386) (37%)
R&D personnel costs 5,775 6,268 (493) (8%)
Consulting and Outside Services 323 595 272) (46%)
Share Based Compensation 456 672 (216) (32%)
Depreciation/Amortization 91 173 (82) (47%)
All Other R&D 861 1,022 (161) (16%)
Total $ 13,104 $ 17.481 § (4,377) (25%)
Year Ended December 31,
2023 2022 2023 2022 2023 2022 2023 2022
% % % %
inc/ inc/ inc/ inc /
Total dec Anaphylm dec AQST-108 dec Libervant dec

Clinical Trials $3,597 $3,521 2% $4,687 $3494 34 % $ — § — — % $(1,090) $§ 27 NM
Development and

Manufacturing 664 2831 (77%) 676 2466 (73%) — 65 N/M 12) 300 NM
Product Research

Expenses 678 1,354 (50%) 463 921 (50%) — 211 N/M 215 222 (3%)
Total Project Costs $4939 $7.706 (36%) $5.826 $6.881 (15%) — $ 276 NM$S (887) § 549 N/M

Research and development expenses are largely driven by the timing of clinical trials as well as other product
development activities associated with Aquestive's pipeline. For Anaphylm, expenses increased for clinical trials by 34% or
$1,193 due to pilot clinical studies activities offset by decreases in development and manufacturing by 73% or $1,790 related to
manufacturing scale—up activities in 2022 and 50% or $458 for product research related to PK modelling. For AQST-108,
expenses decreased in total by $276 as the Company shifted priorities to Anaphylm as the lead product candidate in our
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pipeline. For Libervant, expenses were a credit of $1,090 and $12 in clinical trials and development and manufacturing,
respectively, from third party contractors upon the post completion audit of the studies and a decrease in product research by
3% or $7 due to the completion of modeling work. Preclinical expense decreased by 37% or $386 for the year ended
December 31, 2023 compared to the same period in 2022 related to activities in evaluating product candidates. R&D personnel
costs decreased by 8% or $493 for the year ended December 31, 2023 compared to the same period in 2022 due to ongoing
expense management. All Other R&D expenses which include rent, utilities, maintenance and other expenses and fees
decreased by 16% or $161 for the year ended December 31, 2023 compared to the same period in 2022.

Selling, general and administrative expenses decreased 40% or $21,129 for the year ended December 31, 2023 as
compared to the same period in 2022. The decrease primarily reflects lower selling costs of $8,028 due to the reduction in our
commercial organization subsequent to the outlicensing of Sympazan in October 2022, the absence of severance costs of $2,530
primarily due to the departure of our former CEO, lower stock compensation expense of $1,439, lower insurance costs of $888
and lower outside services of $6,100, including legal, consulting, IT and other expenses.

Interest expense decreased 3% or $215 for the year ended December 31, 2023 compared to the same period in 2022,
The decrease was a result of a lower net carrying value of debt for the first ten months of 2023 compared to 2022 as a result of
12.5% Notes principal payments partially offset by the discount amortization and the interest on the 13.5% Notes.

Interest expense related to amortization of the discount on the royalty obligations was $905 for the year ended
December 31, 2023, This amount is due to the accounting associated with the royalty obligations as part of the 13.5% Notes
issuance. There were no expenses related to the royalty obligations in the same period in 2022.

Interest expense related to the sale of future revenue was $220 for the year ended December 31, 2023. This amount is
due to the accounting associated with the sale of future revenue related to KYNMOBI royalties sold to Marathon on November
3, 2020 and does not represent or imply a monetary obligation or cash output at any time during the life of the transaction. In
June 2023, Sunovion announced that it has voluntarily withdrawn KYNMOBI from the U.S. and Canadian markets, therefore,
we likely will not receive any of the additional contingent payments under the Monetization agreement. As a result, we
discontinued recording interest expense related to the sale of future revenue in the fourth quarter of 2022, which led to a
decrease in interest expense related to the sale of future revenue by $5,671 in 2023 as compared to 2022. See Note 16, Sale of
Future Revenue to our Consolidated Financial Statements for details.

Interest income and other income, net increased $16,222 for the year ended December 31, 2023 compared to the same
period in 2022. The increase primarily reflects other income of $6,000 related to the Amendment 11 to the Indivior Commercial
Exploitation Agreement, $8,500 patent litigation settlement with BDSI and the receipt of $1,250 ERTC refund recognized in
2023.

For the year ended December 31, 2023, we recognized a loss on extinguishment of debt of $1,382 for prepayment
penalties resulting from 12.5% Notes principal payments made in the first quarter of 2023 and fees related to the repayment of
the 12.5% Notes in the fourth quarter of 2023. There was no loss on extinguishment of debt in 2022,

Liquidity and Capital Resources
Sources of Liquidity

We had $23,872 in cash and cash equivalents as of December 31, 2023. While our ability to execute our business
objectives and achieve profitability over the longer term cannot be assured, Aquestive's on-going business, existing cash and
equivalents, expense management activities, including, but not limited to the ceasing of R&D activities, as well as access to the
equity capital markets, including through its ATM facility and under the Lincoln Park Purchase Agreement, provide near term
liquidity for us to fund our operating needs for at least the next twelve months as it continues to execute its business strategy.

Our on-going business, existing cash and equivalents, expense management activities as well as access to the equity
capital markets, including through our ATM facility and under the Lincoln Park Purchase Agreement, potentially provide near
term sources of funds. On November 1, 2023, we issued $45,000 in aggregate principal amount of 13.5% Notes due November
1, 2028. A portion of the net proceeds from the Offering were used to redeem all of the outstanding 12.5% Notes and to pay
expenses relating to the Offering, with the balance of the proceeds to be used for general corporate purposes.

On October 7, 2021, we entered into a supplemental indenture for the 12.5% Notes, pursuant to which the amortization
schedule for the 12.5% Notes was amended to provide for the date of the first principal payment to be extended to March 30,
2023. The Fourth Supplemental Indenture did not change the maturity date of the Notes or the interest payment obligation due
under the Notes. In connection with this supplemental indenture, we entered into a Consent Fee Letter with the holders of the
12.5% Notes, pursuant to which we agreed to pay the holders of the 12.5% Notes an additional cash payment of $2,700 in the
aggregate, payable in four quarterly payments beginning May 15, 2022. These payments were made by December 31, 2023.

In 2019, we established the ATM facility and currently have a prospectus supplement registering the offer and sale of
up to $35,000 of shares of Common Stock pursuant to the ATM facility. For the year ended December 31, 2023, we sold
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