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Forward-Looking Statements

Statements made in this quarterly report on Form 10-Q (“Quarterly Report”) that are not statements of historical or current facts, such as
those under the heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” are “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements discuss our current
expectations and projections relating to our financial condition, results of operations, plans, objectives, future performance and business.
These statements may be preceded by, followed by or include the words “aim,” “anticipate,” “believe,” “estimate,” “expect,” “forecast,”
“intend,” “outlook,” “plan,” “potential,” “project,” “projection,” “seek,” “may,” “could,” “would,” “should,” “can,” “can have,” “likely,” the
negatives thereof and other words and terms of similar meaning.

Forward-looking statements are inherently subject to risks, uncertainties and assumptions; they are not guarantees of performance. You
should not place undue reliance on these statements. We have based these forward-looking statements on our current expectations and
projections about future events. Although we believe that our assumptions made in connection with the forward-looking statements are
reasonable, we cannot assure you that the assumptions and expectations will prove to be correct.

You should understand that the following important factors could affect our future results and could cause those results or other outcomes to
differ materially from those expressed or implied in our forward-looking statements:

● our ability to commercialize and grow sales of our products;
● our ability to maintain regulatory approval of our products, and any related restrictions, limitations, and/or warnings in the label of

an approved product;
● the size of the markets for our products, and our ability to service those markets;
● the success of competing products that are or become available;
● our ability to obtain and maintain reimbursement and third-party payor contracts with favorable terms for our products;
● the costs of commercialization activities, including marketing, sales and distribution;
● the rate and degree of market acceptance of our products;
● changing market conditions for our products;
● the outcome of any patent infringement, opioid-related or other litigation that may be brought by or against us;
● the outcome of any governmental investigation related to the manufacture, marketing and sale of opioid medications;
● the performance of our third-party suppliers and manufacturers;
● our ability to secure adequate supplies of active pharmaceutical ingredients for each of our products, manufacture adequate

quantities of commercially salable inventory and maintain our supply chain;
● our ability to effectively manage our relationships with licensors and to commercialize products that we in-license from third

parties;
● our ability to attract collaborators with development, regulatory and commercialization expertise;
● our ability to obtain funding for our business development;
● our ability to obtain regulatory approval for any product candidates we may acquire in the future;
● our ability to comply with the terms of our outstanding indebtedness;
● regulatory and legislative developments in the United States, including the adoption of opioid stewardship and similar taxes that

may impact our business;
● our ability to obtain and maintain sufficient intellectual property protection for our products and any future product candidates;
● our ability to comply with stringent government regulations relating to the manufacturing and marketing of pharmaceutical

products, including U.S. Drug Enforcement Agency (“DEA”) compliance;
● our customer concentration, which may adversely affect our financial condition and results of operations; and
● the accuracy of our estimates regarding expenses, revenue, capital requirements and need for additional financing; and the other

risks, uncertainties and factors discussed under the heading “Risk Factors” in this Quarterly Report.

In light of these risks and uncertainties, expected results or other anticipated events or circumstances discussed in this Quarterly Report
(including the exhibits hereto) might not occur. We undertake no obligation, and specifically decline any obligation, to publicly update or
revise any forward-looking statements, even if experience or future developments make it clear that projected results expressed or implied in
such statements will not be realized, except as may be required by law.

These and other risks are described under the heading “Risk Factors” in this Quarterly Report. Those factors and the other risk factors
described therein are not necessarily all of the important factors that could cause actual results or developments to differ materially from
those expressed in any of our forward-looking statements. Other unknown or unpredictable factors also could harm our results. Consequently,
there can be no assurance that actual results or developments anticipated by us will be realized or, even if substantially realized, that they will
have the expected consequences to, or effects on, us. Given these uncertainties, prospective investors are cautioned not to place undue
reliance on such forward-looking statements.
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PART I—FINANCIAL INFORMATION

Item 1.  Condensed Consolidated Financial Statements (Unaudited).

Collegium Pharmaceutical, Inc.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)

June 30, December 31,
2023 2022

Assets              
Current assets

Cash and cash equivalents $ 283,749 $ 173,688
Marketable securities 41,721 —
Accounts receivable, net 167,479 183,119
Inventory 26,026 46,501
Prepaid expenses and other current assets   18,322   16,681

Total current assets   537,297   419,989
Property and equipment, net   18,040   19,521
Operating lease assets 6,452 6,861
Intangible assets, net 492,539 567,468
Restricted cash 1,047 2,547
Deferred tax assets 24,606 23,950
Other noncurrent assets 74 100
Goodwill 133,857 133,695

Total assets $ 1,213,912 $ 1,174,131
Liabilities and shareholders' equity
Current liabilities

Accounts payable $ 2,420 $ 3,494
Accrued expenses   35,245   36,129
Accrued rebates, returns and discounts 213,089 230,491
Current portion of term notes payable 183,333 162,500
Current portion of operating lease liabilities 971 1,112

Total current liabilities   435,058   433,726
Term notes payable, net of current portion 309,898 397,578
Convertible senior notes 261,521 140,873
Operating lease liabilities, net of current portion   6,630   7,112

Total liabilities   1,013,107   979,289
Commitments and contingencies (refer to Note 16)

Shareholders’ equity:
Preferred stock, $0.001 par value; authorized shares - 5,000,000 — —
Common stock, $0.001 par value; authorized shares - 100,000,000; 37,953,398
issued and 34,717,575 outstanding shares at June 30, 2023 and 37,084,759
issued and 33,848,936 outstanding shares at December 31, 2022   38   37
Additional paid-in capital   548,492   538,073
Treasury stock, at cost; 3,235,823 shares at June 30, 2023 and 3,235,823 shares
at December 31, 2022 (61,924) (61,924)
Accumulated other comprehensive loss (38) —
Accumulated deficit   (285,763)   (281,344)

Total shareholders’ equity   200,805   194,842
Total liabilities and shareholders’ equity $ 1,213,912 $ 1,174,131

See accompanying notes to the Condensed Consolidated Financial Statements.
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Collegium Pharmaceutical, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share amounts)

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Product revenues, net $ 135,546 $ 123,549 $ 280,313 $ 207,300
Cost of product revenues

Cost of product revenues (excluding intangible asset
amortization) 24,257 33,684 54,156 50,016
Intangible asset amortization 37,463 37,501 74,929 56,424

Total cost of products revenues   61,720   71,185   129,085   106,440
Gross profit 73,826 52,364 151,228 100,860
Operating expenses

Research and development — — — 3,983
Selling, general and administrative   38,193   41,254   90,968   95,782

Total operating expenses   38,193   41,254   90,968   99,765
Income from operations   35,633   11,110   60,260   1,095

Interest expense   (21,863)   (17,761)   (43,290)   (23,592)
Interest income 4,027 5 6,774 9
Loss on extinguishment of debt — — (23,504) —

Income (loss) before income taxes 17,797 (6,646) 240 (22,488)
Provision for (benefit from) income taxes 4,790 (1,455) 4,659 (4,228)

Net income (loss) $ 13,007 $ (5,191) $ (4,419) $ (18,260)

Earnings (loss) per share — basic $ 0.38 $ (0.15) $ (0.13) $ (0.54)
Weighted-average shares — basic 34,622,284 34,001,553 34,471,624 33,838,638

Earnings (loss) per share — diluted $ 0.34 $ (0.15) $ (0.13) $ (0.54)
Weighted-average shares — diluted 42,849,952 34,001,553 34,471,624 33,838,638

See accompanying notes to the Condensed Consolidated Financial Statements.
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Collegium Pharmaceutical, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Net income (loss) $ 13,007 $ (5,191) $ (4,419) $ (18,260)
Other comprehensive loss:

Unrealized losses on marketable securities (38) — (38) —
Total other comprehensive loss (38) — (38) —
Comprehensive income (loss) $ 12,969 $ (5,191) $ (4,457) $ (18,260)

See accompanying notes to the Condensed Consolidated Financial Statements.
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Collegium Pharmaceutical, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Six Months Ended June 30,
2023      2022

Operating activities
Net loss $ (4,419) $ (18,260)
Adjustments to reconcile net loss to net cash provided by operating activities:

Amortization expense 74,929 56,424
Depreciation expense 1,712 1,371
Deferred income taxes (682) (9,410)
Stock-based compensation expense   13,107   11,827
Non-cash lease (benefit) expense (213) 429
Non-cash interest expense for amortization of debt discount and issuance costs   4,548   3,435
Loss on extinguishment of debt 23,504 —
Net amortization of premiums and discounts on investments (98) —

Changes in operating assets and liabilities:
Accounts receivable 15,640 (36,165)
Inventory 20,475 17,007
Prepaid expenses and other assets   (1,749)   245
Accounts payable   (1,075)   2,426
Accrued expenses   (884)   (7,659)
Accrued rebates, returns and discounts (17,402) (6,538)
Operating lease assets and liabilities — 4

Net cash provided by operating activities   127,393   15,136
Investing activities

Purchases of property and equipment (232)   (569)
Acquisition of BDSI (net of cash acquired) — (572,069)
Purchases of marketable securities (41,661) —

Net cash used in investing activities   (41,893)   (572,638)
Financing activities

Proceeds from issuances of common stock from employee stock purchase plan 169 203
Proceeds from the exercise of stock options   5,099   4,806
Payments made for employee stock tax withholdings (7,956) (3,893)
Repayment of term notes (70,833) (25,000)
Proceeds from term note modification — 517,682
Proceeds from issuances of 2029 Convertible Notes, net of issuance costs of $6,280 235,220 —
Repurchase of 2026 Convertible Notes, including premium (138,638) —

Net cash provided by financing activities   23,061   493,798

Net increase (decrease) in cash, cash equivalents and restricted cash   108,561   (63,704)
Cash, cash equivalents and restricted cash at beginning of period   176,235   188,973
Cash, cash equivalents and restricted cash at end of period $ 284,796 $ 125,269

Reconciliation of cash, cash equivalents and restricted cash to the Consolidated Balance Sheets:
Cash and cash equivalents $ 283,749 $ 122,722
Restricted cash 1,047 2,547

Total cash, cash equivalents and restricted cash $ 284,796 $ 125,269

Supplemental disclosure of cash flow information
Cash paid for interest $ 37,187 $ 17,752
Cash paid for income taxes $ 10,011 $ 6,776

Supplemental disclosure of non-cash activities
Acquisition of property and equipment in accounts payable and accrued expenses $ — $ 105

See accompanying notes to the Condensed Consolidated Financial Statements.
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1. Nature of Business

Collegium Pharmaceutical, Inc. (the “Company” or “Collegium”) was incorporated in Delaware in April 2002 and then
reincorporated in Virginia in July 2014. The Company has its principal operations in Stoughton, Massachusetts. The
Company’s mission is to build a leading, diversified specialty pharmaceutical company committed to improving the lives of
people living with serious medical conditions. The Company’s portfolio includes Xtampza ER, Nucynta ER and Nucynta
IR (collectively the “Nucynta Products”), Belbuca, and Symproic.

Xtampza ER, an abuse-deterrent, oral formulation of oxycodone, was approved by the U.S. Food and Drug Administration
(“FDA”) in April 2016 for the management of pain severe enough to require daily, around-the-clock, long-term opioid
treatment and for which alternative treatment options are inadequate. The Company commercially launched Xtampza ER in
June 2016.

The Nucynta Products are extended-release (“ER”) and immediate-release (“IR”) formulations of tapentadol. Nucynta ER
is indicated for the management of pain severe enough to require daily, around the clock, long-term opioid treatment,
including neuropathic pain associated with diabetic peripheral neuropathy in adults, and for which alternate treatment
options are inadequate. Nucynta IR is indicated for the management of acute pain severe enough to require an opioid
analgesic and for which alternative treatments are inadequate in adults. The Company began shipping and recognizing
product sales on the Nucynta Products in January 2018 and began marketing the Nucynta Products in February 2018.

On March 22, 2022 (the “Acquisition Date”), the Company acquired BioDelivery Sciences International, Inc. (“BDSI”), a
specialty pharmaceutical company working to deliver innovative therapies for individuals living with serious and
debilitating chronic conditions, pursuant to an Agreement and Plan of Merger, dated as of February 14, 2022, by and among
the Company, Bristol Acquisition Company Inc., the Company’s wholly owned subsidiary, and BDSI (the “BDSI
Acquisition”). Upon closing, the Company acquired the Belbuca and Symproic products. Belbuca is a buccal film that
contains buprenorphine, a Schedule III opioid, and was approved by the FDA in October 2015 for use in patients with pain
severe enough to require daily, around-the-clock, long-term opioid treatment for which alternative options are inadequate.
Symproic was approved by the FDA in March 2017 for the treatment of opioid-induced constipation (“OIC”) in adult
patients with chronic non-cancer pain, including patients with chronic pain related to prior cancer or its treatment who do
not require frequent (e.g., weekly) opioid dosage escalation. The Company began shipping and recognizing product sales
related to Belbuca and Symproic in March 2022.

The Company’s operations are subject to certain risks and uncertainties. The principal risks include inability to continue
successfully commercializing products, changing market conditions for products and development of competing products,
changing regulatory environment and reimbursement landscape, product-related litigation, manufacture of adequate
commercial inventory, inability to secure adequate supplies of active pharmaceutical ingredients, key personnel retention,
protection of intellectual property, and patent infringement litigation. As the COVID-19 pandemic unfolded, and
governmental and societal reactions to it evolved, the Company’s business was impacted by several trends, including
depressed pain patient office visits compared to pre-COVID periods. Notwithstanding the fact that the federal public health
emergency for COVID-19 expired in May 2023 in the United States, the Company expects the trends that emerged as a
result of the pandemic to persist in the near to medium term.

The Company believes that its cash and cash equivalents at June 30, 2023, together with expected cash inflows from the
commercialization of its products, will enable the Company to fund its operating expenses, debt service and capital
expenditure requirements under its current business plan for at least one year from the date the consolidated financial
statements were issued.
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2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited Condensed Consolidated Financial Statements include the accounts of Collegium
Pharmaceutical, Inc. (a Virginia corporation) and its subsidiaries. The consolidated financial statements of the Company
have been prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”)
for interim financial reporting and as required by Regulation S-X, Rule 10-01. Accordingly, they do not include all of the
information and footnotes required by GAAP for complete consolidated financial statements.

In the opinion of the Company’s management, the accompanying unaudited Condensed Consolidated Financial Statements 
contain all adjustments (consisting of items of a normal and recurring nature) necessary to fairly present the financial 
position of the Company as of June 30, 2023, and the results of operations and cash flows for the three and six months 
ended June 30, 2023 and 2022. The results of operations for the three and six months ended June 30, 2023 are not 
necessarily indicative of the results to be expected for the full year.  

The preparation of the Condensed Consolidated Financial Statements in accordance with GAAP requires the Company to
make estimates and assumptions that impact the reported amounts of assets, liabilities, revenues, costs and expenses and
the disclosure of contingent assets and liabilities in the Company’s consolidated financial statements and accompanying
notes. Estimates in the Company’s consolidated financial statements include revenue recognition, including the estimates of
product returns, discounts and allowances related to commercial sales of products, estimates related to the fair value of
assets acquired and liabilities assumed, including acquired intangible assets and the fair value of inventory acquired,
estimates utilized in the ongoing valuation of inventory related to potential unsaleable product, estimates of useful lives
with respect to intangible assets, accounting for stock-based compensation, contingencies, impairment of intangible assets
and deferred tax valuation allowances. The Company bases estimates and assumptions on historical experience when
available and on various factors that it believes to be reasonable under the circumstances. The Company evaluates its
estimates and assumptions on an ongoing basis. The Company’s actual results may differ from these estimates under
different assumptions or conditions. The consolidated interim financial statements should be read in conjunction with the
audited financial statements and notes thereto included in the Company’s most recently filed annual report on Form 10-K
for the fiscal year ended December 31, 2022 (the “Annual Report”).

Marketable Securities

As of June 30, 2023, the Company’s marketable securities consisted of investments in available-for-sale corporate debt,
U.S. Treasury, and government-sponsored securities with readily determinable fair values. The Company classifies
available-for-sale marketable securities as current assets on its condensed consolidated balance sheets. The fair value of
these securities is based on quoted prices for identical assets or inputs other than quoted prices that are observable for
similar assets, either directly or indirectly.

The Company records interest earned and net amortization of premiums and discounts on investments within interest
income on the condensed consolidated statements of operations. The Company records unrealized gains (losses) on
available-for-sale debt securities as a component of Accumulated other comprehensive (loss) income, which is a separate
component of shareholders’ equity on its consolidated balance sheets, until such gains and losses are realized. Realized
gains and losses are determined using the specific identification method.

For available-for-sale debt securities in unrealized loss positions, the Company is required to assess whether to record an
allowance for credit losses using an expected loss model. A credit loss is limited to the amount by which the amortized cost
of an investment exceeds its fair value. A previously recognized credit loss may be decreased in subsequent periods if the
Company’s estimate of fair value for the investment increases. To determine whether to record a credit loss, the Company
considers issuer specific credit ratings and historical losses as well as current economic conditions and expectations for
future economic conditions.

There were no other changes in the Company’s significant accounting policies from those described in the Company’s
Annual Report.
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Subsequent Events

In July 2023, the Company’s Board of Directors authorized an accelerated share repurchase program to repurchase $50,000
of the Company’s common stock, as part of the $100,000 repurchase program authorized in January 2023.

Recently Adopted Accounting Pronouncements

New accounting pronouncements are issued periodically by the Financial Accounting Standards Board (“FASB”) and are
adopted by the Company as required by the specified effective dates.

Following the cessation of the London Interbank Offered Rate (“LIBOR”) in the United States on June 30, 2023, the
Company elected to apply the optional expedient provided in FASB Accounting Standards Update (“ASU”) 2020-04,
Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting
prospectively. Thus, debt previously referenced to LIBOR was transitioned to the Secured Overnight Financing Rate
(“SOFR”) effective July 1, 2023, however, such transition did not have a material effect on the Company’s consolidated
financial statements.

Recently Issued Accounting Pronouncements Not Yet Adopted

Other recent accounting pronouncements issued, but not yet effective, are not expected to be applicable to the Company or
have a material effect on the consolidated financial statements upon future adoption.

3. Revenue from Contracts with Customers

The Company’s revenue to date is from sales of the Company’s products, which are primarily sold to wholesalers
(“customers”), which in turn sell the product to pharmacies for the treatment of patients.

Revenue Recognition

The Company recognizes revenue when a customer obtains control of promised goods or services, in an amount that
reflects the consideration which the entity expects to receive in exchange for those goods or services. To determine revenue
recognition for arrangements with a customer, the Company performs the following five steps: (i) identify the contract(s)
with a customer; (ii) identify the performance obligations in the contract; (iii) determine the transaction price; (iv) allocate
the transaction price to the performance obligations in the contract; and (v) recognize revenue when (or as) the entity
satisfies a performance obligation. The Company only applies the five-step model to contracts when it is probable that the
entity will collect the consideration it is entitled to in exchange for the goods or services it transfers to the customer. At
contract inception, the Company assesses the goods or services promised within each contract and determines those that are
performance obligations and assesses whether each promised good or service is distinct. The Company then recognizes as
revenue the amount of the transaction price that is allocated to the respective performance obligation when (or as) the
performance obligation is satisfied.

The Company expenses incremental costs of obtaining a contract as and when incurred if the expected amortization period
of the assets is one year or less.

Performance Obligations

The Company determined that performance obligations are satisfied, and revenue is recognized when a customer takes
control of the Company’s product, which occurs at a point in time. This generally occurs upon delivery of the products to
customers, at which point the Company recognizes revenue and records accounts receivable. Payment is typically received
30 to 90 days after satisfaction of the Company’s performance obligations.
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Transaction Price and Variable Consideration

Revenue is measured as the amount of consideration the Company expects to receive in exchange for transferring products
or services to a customer (“transaction price”). The transaction price for product sales includes variable consideration
related to sales deductions, including (i) rebates and incentives, including managed care rebates, government rebates, co-
pay program incentives, and sales incentives and allowances; (ii) product returns, including return estimates; and, (iii) trade
allowances and chargebacks, including fees for distribution services, prompt pay discounts, and chargebacks. The
Company will estimate the amount of variable consideration that should be included in the transaction price under the
expected value method for all sales deductions other than trade allowances, which are estimated under the most likely
amount method. These provisions reflect the expected amount of consideration to which the Company is entitled based on
the terms of the contract. In addition, the Company made a policy election to exclude from the measurement of the
transaction price all taxes that are assessed by a governmental authority that are imposed on revenue-producing
transactions.

The Company bases its estimates of variable consideration, which could include estimates of future rebates, returns, and
other adjustments, on historical data and other information. Estimates include: (i) timing of the rebates and returns incurred;
(ii) pricing adjustments related to rebates and returns; and (iii) the quantity of product that will be rebated or returned in the
future. Significant judgment is used in determining the appropriateness of these assumptions at each reporting period.

Provisions for rebates and incentives are based on the estimated amount of rebates and incentives to be claimed on the
related sales. As the Company’s rebates and incentives are based on products dispensed to patients, the Company is
required to estimate the expected value of claims at the time of product delivery to wholesalers. Given that wholesalers sell
the product to pharmacies, which in turn dispense the product to patients, claims can be submitted significantly after the
related sales are recognized. The Company’s estimates of these claims are based on the historical experience of existing or
similar programs, including current contractual and statutory requirements, specific known market events and trends,
industry data, and estimated distribution channel inventory levels. Accruals and related reserves required for rebates and
incentives are adjusted as new information becomes available, including actual claims. If actual results vary, the Company
may need to adjust future estimates, which could have an effect on earnings in the period of the adjustment.

Provisions for product returns, including returns for Xtampza, the Nucynta Products, Belbuca and Symproic, are based on
product-level returns rates, including processed as well as unprocessed return claims, in addition to relevant market events
and other factors. Estimates of the future product returns are made at the time of revenue recognition to determine the
amount of consideration to which the Company expects to be entitled (that is, excluding the products expected to be
returned). At the end of each reporting period, the Company analyzes trends in returns rates and updates its assessment of
variable consideration for returns to represent faithfully the circumstances present at the end of the reporting period and the
changes in circumstances during the reporting period. To the extent the Company receives amounts in excess of what it
expects to be entitled to receive due to a product return, the Company does not recognize revenue when it transfers
products to customers but instead recognizes those excess amounts received as a refund liability. The Company updates the
measurement of the refund liability at the end of each reporting period for changes in expectations about the amount of
refunds with the corresponding adjustments recognized as revenue (or reductions of revenue).

The Company provides the right of return to its customers for an 18-month window beginning six months prior to
expiration and up until twelve months after expiration. The Company’s customers short-pay an existing invoice upon notice
of a product return claim. Adjustments to the preliminary short-paid claims are processed when the return claim is validated
and finalized. The Company’s return policy requires that product is returned and that the return is claimed within the 18-
month window.

Provisions for trade allowances and chargebacks are primarily based on customer-level contractual terms. Accruals and
related reserves are adjusted as new information becomes available, which generally consists of actual trade allowances and
chargebacks processed relating to sales recognized.

At the end of each reporting period, the Company updates the estimated transaction price (including updating its
assessment of whether an estimate of variable consideration is constrained) to represent faithfully the circumstances present
at the end of the reporting period and the changes in circumstances during the reporting period. Variable consideration,
including the risk of customer concessions, is included in the transaction price only to the extent that it is
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probable that a significant reversal in the amount of cumulative revenue recognized will not occur when the uncertainty is
subsequently resolved. In particular, resolution of the unprocessed return claims includes the risk of concession for those
that are outside of the Company’s return policy.

Significant judgment is required to determine the variable consideration included in the transaction price as described
above. Adjustments to the estimated variable consideration included in the transaction price occur when new information
indicates that the estimate should be revised. If the value of accepted and processed claims is different than the amount
estimated and included in variable consideration, then adjustments would impact product revenues, net and earnings in the
period such revisions become known. The amount of variable consideration ultimately received and included in the
transaction price may materially differ from the Company’s estimates, resulting in additional adjustments recorded to
increase or decrease product revenues, net.

The following tables summarize activity in each of the Company’s product revenue provision and allowance categories for
the six months ended June 30, 2023 and 2022:

     Trade
Rebates and Product Allowances and
Incentives (1) Returns (2) Chargebacks (3)

Balance at December 31, 2022 $ 156,937 $ 73,554 $ 22,058
Provision related to current period sales 211,709 20,958 73,382
Changes in estimate related to prior period sales (1,623) 1,230 593
Credits/payments made (227,167) (22,509) (73,076)
Balance at June 30, 2023 $ 139,856 $ 73,233 $ 22,957

          Trade
Rebates and Product Allowances and
Incentives (1) Returns (2) Chargebacks (3)

Balance at December 31, 2021 $ 142,379 $ 54,617 $ 13,226
Acquired from BDSI 38,074 18,187 7,575
Provision related to current period sales 233,089 16,675 59,211
Changes in estimate related to prior period sales (481) — (37)
Credits/payments made (244,356) (11,465) (52,939)
Balance at June 30, 2022 $ 168,705 $ 78,014 $ 27,036

(1) Provisions for rebates and incentives includes managed care rebates, government rebates and co-pay program
incentives. Provisions for rebates and incentives are deducted from gross revenues at the time revenues are
recognized and are included in accrued rebates, returns and discounts in the Company’s Consolidated Balance
Sheets.

(2) Provisions for product returns are deducted from gross revenues at the time revenues are recognized and are
included in accrued rebates, returns and discounts in the Company’s Consolidated Balance Sheets.

(3) Provisions for trade allowances and chargebacks include fees for distribution service fees, prompt pay discounts,
and chargebacks. Trade allowances and chargebacks are deducted from gross revenue at the time revenues are
recognized and are recorded as a reduction to accounts receivable in the Company’s Consolidated Balance Sheets.

As of June 30, 2023, the Company did not have any transaction price allocated to remaining performance obligations and
any costs to obtain contracts with customers, including pre-contract costs and set up costs, were immaterial.

Disaggregation of Revenue

The Company discloses disaggregated revenue from contracts with customers into categories that depict how the nature,
amount, timing, and uncertainty of revenue and cash flows are affected by economic factors. When selecting the type of
category to use to disaggregate revenue, the Company considers how information about the Company’s revenue has been
presented for other purposes as well as what information is regularly reviewed and used for evaluating financial
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performance. As such, the Company disaggregates its product revenues, net from contracts with customers by product, as
disclosed in the table below.

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Belbuca $ 43,136 $ 42,301 $ 87,348 $ 45,611
Xtampza ER 41,245      33,190 89,114 64,708
Nucynta IR 28,158 26,554 56,057 55,889
Nucynta ER 19,171 17,077 40,307 36,340
Symproic 3,836 3,860 7,487 4,160
Other — 567 — 592
Total product revenues, net $ 135,546 $ 123,549 $ 280,313 $ 207,300

The Company began recognizing revenue from net product sales of Belbuca and Symproic following the Acquisition Date
(refer to Note 4, Acquisitions).

4. Acquisitions

On March 22, 2022, the Company closed the BDSI Acquisition, with BDSI surviving as a wholly owned subsidiary of the
Company. The BDSI Acquisition was completed to leverage the Company’s existing sales force and other operations to
commercialize additional products that are typically marketed to similar physicians and to develop other synergies. The
Company obtained control through the acquisition of shares in an all-cash transaction which closed on March 22, 2022.

The total consideration paid for the BDSI acquisition was approximately $669,431 consisting of the following (in
thousands, except per share amounts):

Fair Value of Purchase Price Consideration Amount
Fair value of purchase price consideration paid at closing:

Cash consideration for all outstanding shares of BDSI's common and preferred stock
(103,235,298 shares acquired at $5.60 per share) $ 578,118
Cash consideration paid to settle RSUs and in-the-money options 28,309
Cash paid to settle BDSI debt 63,004

Total purchase consideration $ 669,431

The Company has accounted for the BDSI Acquisition as a business combination and, accordingly, has included the assets
acquired, liabilities assumed and results of operations in its financial statements following the Acquisition Date.

The final allocation of the consideration transferred to the assets acquired and liabilities assumed has been completed.
During the three months ended March 31, 2023, the Company recorded measurement period adjustments to increase
accrued expenses by $134 and deferred tax liabilities by $28, with a corresponding increase to goodwill of $162.
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The following tables set forth the final allocation of the BDSI Acquisition purchase price to the estimated fair value of the
net assets acquired at the Acquisition Date:

Amounts Recognized at the Acquisition Date
Assets Acquired
Cash and cash equivalents $ 97,362
Accounts receivable 55,495
Inventory 77,382
Prepaid expenses and other current assets 6,125
Property and equipment 1,242
Operating lease assets 481
Intangible assets 435,000

Total assets $ 673,087
Liabilities Assumed
Accounts payable $ 12
Accrued expenses 18,249
Accrued rebates, returns and discounts 56,261
Operating lease liabilities 481
Deferred tax liabilities 62,510

Total liabilities $ 137,513
Total identifiable net assets acquired 535,574

Goodwill 133,857
Total consideration transferred $ 669,431

The valuation of the acquired intangible assets is inherently subjective and relies on significant unobservable inputs. The
Company used an income approach to value the $435,000 of intangible assets. The valuation for each of these intangible
assets was based on estimated projections of expected cash flows to be generated by the assets, discounted to the present
value at discount rates commensurate with risk. The Company amortizes the identifiable intangible assets on a straight-line
basis over their respective useful lives (refer to Note 10, Goodwill and Intangible Assets). In addition, the acquired
inventory was recognized at its acquisition-date fair value, which resulted in an increase of $54,700 compared to its
preacquisition book value.

The excess of the purchase price over the fair value of identifiable net assets acquired represents goodwill. This goodwill is
primarily attributable to synergies of merging operations. The acquired goodwill is not deductible for tax purposes.

5. License Agreements

Shionogi license and supply agreement

Prior to the BDSI Acquisition, BDSI and Shionogi Inc. (“Shionogi”) entered into an exclusive license agreement (the
“Shionogi License Agreement”) for the commercialization of Symproic in the United States including Puerto Rico (the
“Shionogi Territory”) for opioid-induced constipation in adult patients with chronic non-cancer pain (the “Shionogi Field”).

Pursuant to the terms of the Shionogi License Agreement, tiered royalty payments on net sales of Symproic in the Shionogi
Territory are payable quarterly based on a royalty rate that ranges from 8.5% to 17.5% (plus an additional 1% of net sales
on a pass-through basis to a third-party licensor of Shionogi) based on volume of net sales and whether Symproic is being
sold as an authorized generic. Unless earlier terminated, the Shionogi License Agreement will continue in effect until the
expiration of the royalty obligations, as defined therein. Upon expiration of the Shionogi License Agreement, all licenses
granted for Symproic in the Shionogi Field and in the Shionogi Territory survive and become fully-paid, royalty-free,
perpetual and irrevocable.

BDSI and Shionogi also had entered into a supply agreement under which Shionogi will supply Symproic at cost plus an
agreed upon markup. In the event that Symproic is sourced from a third-party supplier, Shionogi would continue to supply
naldemedine tosylate for use in Symproic manufacturing at cost plus such agreed upon markup for the duration of the
Shionogi License Agreement.
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6. Earnings Per Share

Basic earnings per share is calculated by dividing the net income or loss by the weighted-average number of shares of
common stock outstanding during the period, without consideration for potentially dilutive securities. Diluted earnings per
share is computed by dividing the net income or loss by the weighted-average number of shares of common stock, plus
potentially dilutive securities outstanding for the period, as determined in accordance with the treasury stock, if-converted,
or contingently issuable accounting methods, depending on the nature of the security. For purposes of the diluted earnings
per share calculation, stock options, restricted stock units (“RSUs”), performance share units (“PSUs”), and shares
potentially issuable in connection with the Company’s employee stock purchase plan and convertible senior notes are
considered potentially dilutive securities and included to the extent that their addition is not anti-dilutive.

The following table presents the computations of basic and dilutive earnings per common share:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022      2023 2022

Numerator:
Net income (loss) $ 13,007 $ (5,191) $ (4,419) $ (18,260)
Adjustment for interest expense recognized on
convertible senior notes 1,677 — — —
Net income (loss) - diluted $ 14,684 $ (5,191) $ (4,419) $ (18,260)

Denominator:
Weighted-average shares outstanding — basic 34,622,284      34,001,553 34,471,624      33,838,638
Effect of dilutive securities:

Stock options 236,426 — — —
Restricted stock units 481,478 — — —
Employee stock purchase plan 660 — — —
Convertible senior notes 7,509,104 — — —

Weighted average shares outstanding — diluted 42,849,952 34,001,553 34,471,624 33,838,638

Earnings (loss) per share — basic $ 0.38 $ (0.15) $ (0.13) $ (0.54)
Earnings (loss) per share — diluted $ 0.34 $ (0.15) $ (0.13) $ (0.54)

The Company has the option to settle the conversion obligation for its convertible senior notes due in 2026 and 2029 in
cash, shares or a combination of the two. The Company uses the if-converted method for the convertible senior notes.

The following table presents dilutive securities excluded from the calculation of diluted earnings per share:

Three Months Ended June 30, Six Months Ended June 30,
2023   2022   2023   2022

Stock options 751,930 2,230,895 1,368,968 2,230,895
Restricted stock units 1,073,613 2,024,634 2,522,025 2,024,634
Performance share units 503,880 447,770 503,880 447,770
Warrants — 1,041,667 — 1,041,667
Convertible senior notes — 4,925,134 7,509,104 4,925,134

For PSUs, these securities were excluded from the calculation of diluted earnings per share as the performance-based or
market-based vesting conditions were not met as of the end of the reporting period. All other securities presented in the
table above were excluded from the calculation of diluted earnings per share as their inclusion would have had an
antidilutive effect.

7. Fair Value of Financial Instruments

Disclosures of fair value information about financial instruments are required, whether or not recognized in the balance
sheet, for financial instruments with respect to which it is practicable to estimate that value. Fair value measurements and



Table of Contents

16

disclosures describe the fair value hierarchy based on three levels of inputs, of which the first two are considered
observable and the last unobservable, that may be used to measure fair value, as follows:

Level 1 inputs: Quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2 inputs: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,

either directly or indirectly
Level 3 inputs: Unobservable inputs that reflect the Company’s own assumptions about the assumptions market

participants would use in pricing the asset or liability

Transfers are calculated on values as of the transfer date. There were no transfers between Levels 1, 2 and 3 during the six
months ended June 30, 2023 and 2022.

The following table presents the Company’s financial instruments carried at fair value using the lowest level input
applicable to each financial instrument at June 30, 2023 and December 31, 2022:

Significant
Quoted Prices other Significant

in active observable unobservable
markets inputs inputs

     Total      (Level 1)      (Level 2)      (Level 3)
June 30, 2023
Cash equivalents:

Money market funds $ 123,095 $ 123,095 $ — $ —
U.S. Treasury securities 5,977 — 5,977 —

Marketable securities:
Corporate debt securities 16,922 — 16,922 —
U.S. Treasury securities 21,622 — 21,622 —
Government-sponsored securities 3,177 — 3,177 —

Total assets measured at fair value $ 170,793 $ 123,095 $ 47,698 $ —

December 31, 2022
Cash equivalents:

Money market funds $ 172,590 $ 172,590 $ — $ —
Total assets measured at fair value $ 172,590 $ 172,590 $ — $ —

The Company’s cash equivalents and marketable securities are measured at fair value on a recurring basis using quoted
market prices.

Assets and Liabilities Not Carried at Fair Value

As of June 30, 2023, the fair value of the Company's 2.625% convertible senior notes due in 2026 was $25,033 and the fair
value of the Company's 2.875% convertible senior notes due in 2029 was $208,415, which were estimated utilizing market
quotations, and are considered Level 2.

The Company’s term notes fall into the Level 2 category within the fair value level hierarchy and the fair value was
determined using quoted prices for similar liabilities in active markets, as well as inputs that are observable for the liability
(other than quoted prices), such as interest rates that are observable at commonly quoted intervals. As of June 30, 2023, the
outstanding principal balance of the term notes of $504,167 reasonably approximated the estimated fair value.

As of June 30, 2023, and December 31, 2022, the carrying amounts of cash and cash equivalents, accounts receivable,
inventory, prepaid expenses and other current assets, accounts payable, accrued expenses, and accrued rebates, returns and
discounts reasonably approximated their estimated fair values.
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8. Marketable Securities

Available-for-sale debt securities were classified on the condensed consolidated balance sheets at fair value as follows:

June 30,
     2023

Cash and cash equivalents $ 5,977
Marketable securities 41,721
Total $ 47,698

The following table summarizes the available-for-sale securities held as of June 30, 2023:

Amortized Cost     
Gross Unrealized

(Losses) Gains Fair Value
Corporate debt securities $ 16,962 $ (40) $ 16,922
U.S. Treasury securities 27,592 7 27,599
Government-sponsored securities 3,182 (5) 3,177
Total $ 47,736 $ (38) $ 47,698

The following table summarizes the contractual maturities of available-for-sale securities as of June 30, 2023:

June 30,
     2023

Matures within one year $ 41,354
Matures after one year through five years 6,344
Total $ 47,698

The Company did not record any allowances for credit losses to adjust the fair value of available-for-sale debt securities
during the three and six months ended June 30, 2023. The Company reviews its investments for other-than-temporary
impairment whenever the fair value of an investment is less than amortized cost and evidence indicates that an investment’s
carrying amount is not recoverable within a reasonable period of time. To determine whether an impairment is other-than-
temporary, the Company considers whether it has the ability and intent to hold the investment until a market price recovery
and considers whether evidence indicating the cost of the investment is recoverable outweighs evidence to the contrary. The
Company generally does not intend to sell any investments prior to recovery of their amortized cost basis for any
investment in an unrealized loss position. As such, the Company did not hold any securities with other-than-temporary
impairment as of June 30, 2023.

The Company did not hold marketable securities as of December 31, 2022.

There were no sales of marketable securities during the three and six months ended June 30, 2023 or 2022. Net unrealized
holding gains or losses for the period that have been included in accumulated other comprehensive loss were not material to
the Company’s condensed consolidated results of operations.

9. Inventory

Inventory as of June 30, 2023 and December 31, 2022 consisted of the following:

June 30, December 31,
2023 2022

Raw materials $ 6,027 $ 5,600
Work in process 7,467 24,672
Finished goods 12,532 16,229
Total inventory $ 26,026 $ 46,501

The aggregate charges related to excess and obsolete inventory for the three and six months ended June 30, 2023 was $155
and $1,061, respectively. These expenses were recorded as a component of cost of product revenues. The aggregate charges
related to excess and obsolete inventory for the three and six months ended June 30, 2022 were immaterial.
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10. Goodwill and Intangible Assets

The following tables summarizes the changes in the carrying amount of goodwill:
Amount

Balance at December 31, 2022 $ 133,695
Goodwill resulting from acquisitions —
Measurement period adjustments from BDSI Acquisition 162

Balance at June 30, 2023 $ 133,857

The Company’s goodwill resulted from the BDSI Acquisition. Refer to Note 4, Acquisitions.

The following table sets forth the cost, accumulated amortization, and carrying amount of intangible assets as of June 30,
2023 and December 31, 2022:

June 30, 2023 December 31, 2022
Amortization

Period
(Years)

Cost Accumulated
Amortization

Carrying
Amount Cost Accumulated

Amortization
Carrying
Amount

Belbuca 4.8 $ 360,000 $ (96,123) $ 263,877 $ 360,000 $ (58,428) $ 301,572
Nucynta Products 8.0 521,170 (353,219) 167,951 521,170 (319,628) 201,542
Symproic 9.6 70,000 (9,289) 60,711 70,000 (5,646) 64,354
Elyxyb — — — — 5,000 (5,000) —
Total intangibles $ 951,170 $ (458,631) $ 492,539 $ 956,170 $ (388,702) $ 567,468

The following table presents amortization expense recognized in cost of product revenues for the three and six months
ended June 30, 2023 and 2022:

Three Months Ended June 30, Six Months Ended June 30,
2023   2022 2023   2022

Belbuca $ 18,846      $ 18,796 $ 37,695      $ 20,733
Nucynta Products 16,795 16,796 33,591 33,591
Symproic 1,822 1,821 3,643 2,003
Elyxyb — 88 — 97
Total amortization expense $ 37,463 $ 37,501 $ 74,929 $ 56,424

As of June 30, 2023, the remaining amortization expense expected to be recognized is as follows:

Years ended December 31, Belbuca
Nucynta
Products Symproic Total

2023 $ 37,698 $ 33,590 $ 3,642 $ 74,930
2024 75,393 67,181 7,285 149,859
2025 75,393 67,180 7,285 149,858
2026 75,393 — 7,285 82,678
2027 — — 7,285 7,285
Thereafter — — 27,929 27,929

Remaining amortization expense $ 263,877 $ 167,951 $ 60,711 $ 492,539
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11. Accrued Expenses

Accrued expenses as of June 30, 2023 and December 31, 2022 consisted of the following:

June 30, December 31,
2023   2022

Accrued royalties $ 14,287 $ 13,770
Accrued product taxes and fees   4,490 4,352
Accrued interest 2,959 1,410
Accrued bonuses 2,669 6,347
Accrued payroll and related benefits 1,732   1,208
Accrued incentive compensation   1,376   1,507
Accrued sales and marketing 1,274 2,130
Accrued audit and legal 1,213 1,957
Accrued other operating costs 5,245 3,448
Total accrued expenses $ 35,245 $ 36,129

12. Term Notes Payable

2022 Term Loan

On March 22, 2022, in connection with the closing of the BDSI Acquisition, the Company entered into an Amended and
Restated Loan Agreement by and among the Company, and BioPharma Credit PLC, as collateral agent and lender, and
BioPharma Credit Investments V (Master) LP, as lender (collectively “Pharmakon”), as amended (the “2022 Loan
Agreement”). The 2022 Loan Agreement provided for a $650,000 secured term loan (the “2022 Term Loan”), the proceeds
of which were used to repay the Company’s existing term notes and fund a portion of the consideration to be paid to
complete the BDSI Acquisition. The 2022 Loan Agreement was accounted for as a debt modification and transaction fees
of $173 were expensed. In connection with the 2022 Loan Agreement, the Company paid loan commitment and other fees
to the lender of $19,818, which together with preexisting debt issuance costs and note discounts of $2,049 will be
amortized over the term of the loan using the effective interest rate.

The 2022 Term Loan will mature on the 48-month anniversary of the closing of the BDSI Acquisition and is guaranteed by
the Company’s material domestic subsidiaries. The 2022 Term Loan is also secured by substantially all of the assets of the
Company and its material domestic subsidiaries. Prior to the cessation of LIBOR on June 30, 2023, the 2022 Term Loan
bore interest at a rate based upon LIBOR (subject to a LIBOR floor of 1.20%), plus a margin of 7.5% per annum. On June
23, 2023, the Company entered into an amendment to the 2022 Loan Agreement to adjust the interest terms of the 2022
Term Loan to transition from LIBOR to SOFR in anticipation of the cessation of LIBOR. Effective July 1, 2023, the 2022
Term Loan bears interest at a rate based upon SOFR plus a spread adjustment of 0.26% (subject to a floor of 1.20%), plus a
margin of 7.5% per annum. As of June 30, 2023, the interest rate was 12.9%. The Company paid $100,000 in principal
payments under the 2022 Term Loan during the first year and the remaining $550,000 balance is required to be paid in
equal quarterly installments over the remaining three years.

The 2022 Loan Agreement permits voluntary prepayment at any time, subject to a prepayment premium. The prepayment
premium is equal to 2.00% of the principal amount being prepaid prior to the second-year anniversary of the closing date,
or 1.00% of the principal amount being prepaid on or after the second-year anniversary of the closing date. The 2022 Loan
Agreement also includes a make-whole premium in the event of a voluntary prepayment, a prepayment due to a change in
control or acceleration following an Event of Default (as defined in the 2022 Loan Agreement) on or prior to the second-
year anniversary of the closing date, in each case in an amount equal to foregone interest from the date of prepayment
through the second-year anniversary of the closing date. A change of control also triggers a mandatory prepayment of the
2022 Term Loan.

The 2022 Loan Agreement contains certain covenants and obligations of the parties, including, without limitation,
covenants that limit the Company’s ability to incur additional indebtedness or liens, make acquisitions or other investments
or dispose of assets outside the ordinary course of business. Failure to comply with these covenants would constitute an
Event of Default under the 2022 Loan Agreement, notwithstanding the Company’s ability to meet its debt service
obligations. The 2022 Loan Agreement also includes various customary remedies for the lenders following an
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Event of Default, including the acceleration of repayment of outstanding amounts under the 2022 Loan Agreement and
execution upon the collateral securing obligations under the 2022 Loan Agreement.

During the three and six months ended June 30, 2023, the Company recognized interest expense of $19,651 and $39,330,
respectively, related to the 2022 Term Loan. During the three and six months ended June 30, 2022, the Company
recognized interest expense of $16,591 and $18,414, respectively, related to the 2022 Term Loan.  

As of June 30, 2023, future required principal repayments under the 2022 Term Loan are as follows:

Years ended December 31, Principal Payments
2023 $ 91,667
2024 183,333
2025 183,333
2026 45,834

Total before unamortized discount and issuance costs $ 504,167
Less: unamortized discount and issuance costs (10,936)

Term notes carrying value $ 493,231

13. Convertible Senior Notes

2026 Convertible Notes

On February 13, 2020, the Company issued 2.625% convertible senior notes due in 2026 (the “2026 Convertible Notes”) in
the aggregate principal amount of $143,750, in a public offering registered under the Securities Act of 1933, as amended.
The 2026 Convertible Notes were issued in connection with funding the acquisition of the Nucynta Products. Some of the
Company’s existing investors participated in the 2026 Convertible Notes offering. In connection with the issuance of the
2026 Convertible Notes, the Company incurred approximately $5,473 of debt issuance costs, which primarily consisted of
underwriting, legal and other professional fees.

The 2026 Convertible Notes are senior, unsecured obligations and bear interest at a rate of 2.625% per year payable semi-
annually in arrears on February 15 and August 15 of each year, beginning on August 15, 2020. Before August 15, 2025,
noteholders will have the right to convert their notes only upon the occurrence of certain events. From and after August 15,
2025, noteholders may convert their notes at any time at their election until the close of business on the scheduled trading
day immediately before the maturity date. The Company will settle conversions by paying or delivering, as applicable,
cash, shares of the Company’s common stock or a combination of cash and shares of the Company’s common stock, at the
Company’s election. The 2026 Convertible Notes will mature on February 15, 2026, unless earlier repurchased, redeemed
or converted. The initial conversion rate is 34.2618 shares of common stock per $1 principal amount of 2026 Convertible
Notes, which represents an initial conversion price of approximately $29.19 per share of common stock. The conversion
rate and conversion price are subject to adjustment upon the occurrence of certain events.

Holders of the 2026 Convertible Notes may convert all or any portion of their 2026 Convertible Notes, in multiples of $1
principal amount, at their option only under the following circumstances:

(1) during any calendar quarter commencing after the calendar quarter ending on March 31, 2020, if the last
reported sale price per share of the Company’s common stock exceeds 130% of the conversion price for at
least 20 trading days during the 30 consecutive trading days ending on, and including, the last trading day of
the immediately preceding calendar quarter;

(2) during the five consecutive business days immediately after any 10 consecutive trading day period (such 10
consecutive trading day period, the “measurement period”) in which the “trading price” per $1 principal
amount of the 2026 Convertible Notes for each trading day of the measurement period was less than 98% of
the product of the last reported sale price per share of the Company’s common stock on such trading day and
the conversion rate on such trading day;

(3) upon the occurrence of certain corporate events or distributions on the Company’s common stock;
(4) if the Company calls the 2026 Convertible Notes for redemption; or
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(5) at any time from, and including, August 15, 2025 until the close of business on the scheduled trading day
immediately before the maturity date.

As of June 30, 2023, none of the above circumstances had occurred and as such, the 2026 Convertible Notes could not have
been converted.

The Company did not have the right to redeem the 2026 Convertible Notes prior to February 15, 2023. On or after February
15, 2023, the Company may redeem the 2026 Convertible Notes, in whole and not in part, at a cash redemption price equal
to the principal amount of the 2026 Convertible Notes to be redeemed, plus accrued and unpaid interest, if any, only if the
last reported sale price per share of the Company’s common stock exceeds 130% of the conversion price on:

(1) each of at least 20 trading days, whether or not consecutive, during the 30 consecutive trading days ending on, and
including, the trading day immediately before the date the Company sends the related redemption notice; and

(2) the trading day immediately before the date the Company sends such notice.

Calling any 2026 Convertible Notes for redemption will constitute a make-whole fundamental change, in which case the
conversion rate applicable to the conversion of any 2026 Convertible Notes, if converted in connection with the
redemption, will be increased in certain circumstances for a specified period of time.

The 2026 Convertible Notes have customary default provisions, including (i) a default in the payment when due (whether
at maturity, upon redemption or repurchase upon fundamental change or otherwise) of the principal of, or the redemption
price or fundamental change repurchase price for, any note; (ii) a default for 30 days in the payment when due of interest
on any note; (iii) a default in the Company’s obligation to convert a note in accordance with the indenture, if such default is
not cured within 3 calendar days after its occurrence; (iv) a default with respect to the Company’s obligations under the
indenture related to consolidations, mergers and asset sales; (v) a default in any of the Company’s other obligations or
agreements under the indenture that are not cured or waived within 60 days after notice to the Company; (vi) certain
payment defaults by the Company or certain subsidiaries with respect to mortgages, agreements or other instruments for
indebtedness for money borrowed of at least $20,000 or other defaults by the Company or certain subsidiaries with respect
to such indebtedness that result in the acceleration of such indebtedness; (vii) default upon the occurrence of one or more
final judgments being rendered against the Company or any of the Company’s significant subsidiaries for the payment of at
least $20,000; and (viii) certain events of bankruptcy, insolvency and reorganization with respect to the Company or any of
its significant subsidiaries.

Repurchase of a Portion of the 2026 Convertible Notes

Contemporaneously with the offering of the 2029 Convertible Notes (as defined below), the Company entered into separate
privately negotiated transactions with certain holders of the 2026 Convertible Notes to repurchase $117,400 aggregate
principal amount of the 2026 Convertible Notes for an aggregate of $140,100 of cash, which includes accrued and unpaid
interest on the 2026 Convertible Notes to be repurchased. This transaction involved a contemporaneous exchange of cash
between the Company and holders of the 2026 Convertible Notes participating in the issuance of the 2029 Convertible
Notes. Accordingly, the Company evaluated the transaction for modification or extinguishment accounting in accordance
with Accounting Standards Codification (“ASC”) 470-50, Debt – Modifications and Extinguishments on a creditor-by-
creditor basis depending on whether the exchange was determined to have substantially different terms. The repurchase of
the 2026 Convertible Notes and issuance of the 2029 Convertible Notes were deemed to have substantially different terms
based on the present value of the cash flows immediately prior to and after the exchange. Therefore, the repurchase of the
2026 Convertible Notes was accounted for as a debt extinguishment. The Company recorded a $23,504 loss on early
extinguishment of debt on the Condensed Consolidated Statements of Operations during the three months ending March
31, 2023, which includes the recognition of previously deferred financing costs of $2,264. After giving effect to the
repurchase, the total remaining principal amount outstanding under the 2026 Convertible Notes as of June 30, 2023 was
$26,350.

2029 Convertible Notes

On February 10, 2023, the Company issued 2.875% convertible senior notes due in 2029 (the “2029 Convertible Notes”) in
the aggregate principal amount of $241,500, in a private offering to qualified institutional buyers pursuant to Section
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4(a)(2) and Rule 144A under the Securities Act of 1933, as amended. The 2029 Convertible Notes were issued to finance
the concurrent repurchase of a portion of the 2026 Convertible Notes, and the remainder of the net proceeds may be used
for general corporate purposes. In connection with the issuance of the 2029 Convertible Notes, the Company incurred
approximately $6,280 of debt issuance costs, which primarily consisted of underwriting, legal and other professional fees.

The 2029 Convertible Notes are senior, unsecured obligations and bear interest at a rate of 2.875% per year payable semi-
annually in arrears on February 15 and August 15 of each year, beginning on August 15, 2023. The 2029 Convertible Notes
will mature on February 15, 2029, unless earlier repurchased, redeemed or converted. Before November 15, 2028,
noteholders will have the right to convert their notes only upon the occurrence of certain events. From and after November
15, 2028, noteholders may convert their notes at any time at their election until the close of business on the scheduled
trading day immediately before the maturity date. The Company will settle conversions by paying or delivering, as
applicable, cash, shares of the Company’s common stock or a combination of cash and shares of the Company’s common
stock, at the Company’s election. The initial conversion rate is 27.3553 shares of common stock per $1 principal amount of
2029 Convertible Notes, which represents an initial conversion price of approximately $36.56 per share of common stock.
The conversion rate and conversion price are subject to adjustment upon the occurrence of certain events.

Holders of the 2029 Convertible Notes may convert all or any portion of their 2029 Convertible Notes, in multiples of $1
principal amount, at their option only under the following circumstances:

(1) during any calendar quarter commencing after the calendar quarter ending on June 30, 2023, if the last reported
sale price per share of the Company’s common stock exceeds 130% of the conversion price for at least 20 trading
days during the 30 consecutive trading days ending on, and including, the last trading day of the immediately
preceding calendar quarter;

(2) during the five consecutive business days immediately after any 10 consecutive trading day period (such 10
consecutive trading day period, the “measurement period”) in which the “trading price” per $1 principal amount
of the 2029 Convertible Notes for each trading day of the measurement period was less than 98% of the product
of the last reported sale price per share of the Company’s common stock on such trading day and the conversion
rate on such trading day;

(3) upon the occurrence of certain corporate events or distributions on the Company’s common stock;
(4) if the Company calls any or all of the 2029 Convertible Notes for redemption, but only with respect to the 2029

Convertible Notes called for redemption; or
(5) at any time from, and including, November 15, 2028 until the close of business on the scheduled trading day

immediately before the maturity date.

As of June 30, 2023, none of the above circumstances had occurred and as such, the 2029 Convertible Notes could not have
been converted.

The Company may not redeem the 2029 Convertible Notes prior to February 17, 2026. On or after February 17, 2026 and
on or before the 40th scheduled trading day before the maturity date, the Company may redeem the 2029 Convertible
Notes, in whole or in part, at a cash redemption price equal to the principal amount of the 2029 Convertible Notes to be
redeemed, plus accrued and unpaid interest, if any, only if the last reported sale price per share of the Company’s common
stock exceeds 130% of the conversion price on:

(1) each of at least 20 trading days, whether or not consecutive, during the 30 consecutive trading days ending on, and
including, the trading day immediately before the date the Company sends the related redemption notice; and

(2) the trading day immediately before the date the Company sends such notice.

However, the Company may not redeem less than all of the outstanding 2029 Convertible Notes unless at least $75,000
aggregate principal amount of the 2029 Convertible Notes are outstanding and not called for redemption as of the time the
Company sends the related redemption notice.

Calling any 2029 Convertible Note for redemption will constitute a make-whole fundamental change with respect to that
2029 Convertible Note, in which case the conversion rate applicable to the conversion of that 2029 Convertible Note, if it is
converted in connection with the redemption, will be increased in certain circumstances for a specified period of time.
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The 2029 Convertible Notes have customary default provisions, including (i) a default in the payment when due (whether
at maturity, upon redemption or repurchase upon fundamental change or otherwise) of the principal of, or the redemption
price or fundamental change repurchase price for, any note; (ii) a default for 30 days in the payment when due of interest
on any note; (iii) a default in the Company’s obligation to convert a note in accordance with the indenture, if such default is
not cured within 3 business days after its occurrence; (iv) a default with respect to the Company’s obligations under the
indenture related to consolidations, mergers and asset sales; (v) a default in any of the Company’s other obligations or
agreements under the indenture that are not cured or waived within 60 days after notice to the Company; (vi) certain
payment defaults by the Company or certain subsidiaries with respect to mortgages, agreements or other instruments for
indebtedness for money borrowed of at least $30,000 or other defaults by the Company or certain subsidiaries with respect
to such indebtedness that result in the acceleration of such indebtedness; (vii) default upon the occurrence of one or more
final judgments being rendered against the Company or any of the Company’s significant subsidiaries for the payment of at
least $30,000; and (xiii) upon the occurrence of certain events of bankruptcy, insolvency and reorganization with respect to
the Company or any of its significant subsidiaries.

The 2026 Convertible Notes and 2029 Convertible Notes (together, the “Convertible Notes”) are classified on the
Condensed Consolidated Balance Sheets as of June 30, 2023 as convertible senior notes.

As of June 30, 2023, the outstanding balance of the Convertible Notes consisted of the following:

2026 Convertible Notes 2029 Convertible Notes Total Convertible Notes
Principal $ 26,350 $ 241,500 $ 267,850

Less: unamortized issuance costs (443) (5,886) (6,329)
Net carrying amount $ 25,907 $ 235,614 $ 261,521

The Company determined the expected life of the 2026 Convertible Notes and 2029 Convertible Notes was equal to the
six-year term of each. The effective interest rate on the 2026 Convertible Notes and 2029 Convertible Notes is 3.34% and
3.28%, respectively. As of June 30, 2023, the if-converted value did not exceed the remaining principal amount of the
Convertible Notes.

The following table presents the total interest expense recognized related to the Convertible Notes during the three and six
months ended June 30, 2023, and 2022:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Contractual interest expense $ 1,909 $ 943 $ 3,388 $ 1,887
Amortization of debt issuance costs 298 226 561 449
Total interest expense $ 2,207 $ 1,169 $ 3,949 $ 2,336

As of June 30, 2023, the future minimum payments on the Convertible Notes were as follows:

Years ended December 31, 2026 Convertible Notes 2029 Convertible Notes Total Convertible Notes
2023 $ 346 $ 3,568 $ 3,914
2024 692 6,943 7,635
2025 692 6,943 7,635
2026 26,696 6,943 33,639
2027 — 6,943 6,943
Thereafter — 251,915 251,915

Total minimum payments $ 28,426 $ 283,255 $ 311,681
Less: interest (2,076) (41,755) (43,831)
Less: unamortized issuance costs (443) (5,886) (6,329)

Convertible Notes carrying value $ 25,907 $ 235,614 $ 261,521
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14. Equity

The changes in shareholders’ equity for the three and six months ended June 30, 2023 were as follows:

     Additional           Accumulated Other Total
Common Stock   Paid- In Treasury Stock Accumulated   Comprehensive Shareholders’

Shares      Amount  Capital Shares Amount   Deficit   Loss Equity
Balance, December 31, 2022 37,084,759 $ 37 $ 538,073 (3,235,823)$ (61,924) $ (281,344) $ — $ 194,842

Exercise of common stock
options 234,132 — 3,848 — — — — 3,848
Issuance for employee stock
purchase plan 11,329 — 169 — — — — 169
Vesting of RSUs and PSUs 775,904 1 — — — — — 1
Shares withheld for employee
taxes upon vesting of RSUs
and PSUs (289,281) — (7,736) — — — — (7,736)
Stock-based compensation — — 6,035 — — — — 6,035
Net loss — — — — — (17,426) — (17,426)

Balance, March 31, 2023 37,816,843 $ 38 $ 540,389 (3,235,823)$ (61,924) $ (298,770) $ — $ 179,733
Exercise of common stock
options 72,405 — 1,251 — — — — 1,251
Vesting of RSUs and PSUs 73,805 — — — — — — —
Shares withheld for employee
taxes upon vesting of RSUs
and PSUs (9,655) — (220) — — — — (220)
Stock-based compensation — — 7,072 — — — — 7,072
Other comprehensive loss, net
of tax — — — — — — (38) (38)
Net income — — — — — 13,007 — 13,007

Balance, June 30, 2023 37,953,398 $ 38 $ 548,492 (3,235,823)$ (61,924) $ (285,763) $ (38)$ 200,805

The changes in shareholders’ equity for the three and six months ended June 30, 2022 were as follows:

     Additional           Total
Common Stock   Paid- In Treasury Stock Accumulated   Shareholders’

Shares      Amount  Capital Shares Amount   Deficit   Equity
Balance, December 31, 2021 35,806,119 $ 36 $ 502,095 (2,150,717)$ (42,861) $ (256,342) $ 202,928

Exercise of common stock options 190,074 — 3,261 — — — 3,261
Issuance for employee stock
purchase plan 13,421 — 203 — — — 203
Vesting of RSUs and PSUs 563,050 — — — — — —
Shares withheld for employee taxes
upon vesting of RSUs and PSUs (191,667) — (3,382) — — — (3,382)
Share repurchases — — 5,000 (307,132) (5,000) — —
Stock-based compensation — — 6,135 — — — 6,135
Net loss — — — — — (13,069) (13,069)

Balance, March 31, 2022 36,380,997 $ 36 $ 513,312 (2,457,849)$ (47,861) $ (269,411) $ 196,076
Exercise of common stock options 102,283 — 1,545 — — — 1,545
Vesting of RSUs and PSUs 111,056 1 — — — — 1
Shares withheld for employee taxes
upon vesting of RSUs and PSUs (26,506) — (511) — — — (511)
Stock-based compensation — — 5,692 — — — 5,692
Net loss — — — — — (5,191) (5,191)

Balance, June 30, 2022 36,567,830 $ 37 $ 520,038 (2,457,849)$ (47,861) $ (274,602) $ 197,612

Common Stock

In May 2015, the Company adopted the Amended and Restated 2014 Stock Incentive Plan (the “Plan”), under which an
aggregate of 2,700,000 shares of common stock were authorized for issuance to employees, officers, directors, consultants
and advisors of the Company, plus an annual increase on the first day of each fiscal year until the expiration of the Plan
equal to 4% of the total number of outstanding shares of common stock on December 31st of the immediately preceding
calendar year (or a lower amount as otherwise determined by the Company’s board of directors (“Board of Directors”)
prior to January 1st). As of June 30, 2023, there were 1,846,667 shares of common stock available for
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issuance pursuant to the Plan. The Plan provides for granting of both Internal Revenue Service qualified incentive stock
options and non-qualified options, restricted stock awards, restricted stock units and performance stock units. The
Company’s qualified incentive stock options, non-qualified options and restricted stock units generally vest ratably over a
four-year period of service. The stock options generally have a ten-year contractual life and, upon termination, vested
options are generally exercisable for three months following the termination date, while unvested options are forfeited
immediately upon termination. Refer to Note 15, Stock-based Compensation, for more information.

Share Repurchases

In August 2021, the Board of Directors authorized a share repurchase program to repurchase up to $100,000 of outstanding
shares of the Company’s common stock at any time or times through December 31, 2022 (the “Prior Repurchase
Program”). The Prior Repurchase Program permitted the Company to effect repurchases through a variety of methods,
including open-market purchases (including pursuant to a trading plan adopted in accordance with Rule 10b5-1 of the
Exchange Act), privately negotiated transactions, or otherwise in compliance with Rule 10b-18 of the Exchange Act. Shares
repurchased under the Prior Repurchase Program were returned to the Company’s pool of authorized but unissued shares
available for reissuance. The timing and amount of any such repurchases were determined based on share price, market
conditions, legal requirements, and other relevant factors.

Through December 31, 2022, the Company repurchased 3,235,823 shares at a weighted-average price of $19.14 per share
for a total of $61,924 under the Prior Repurchase Program and the cost of repurchased shares were recorded as treasury
stock in the Consolidated Balance Sheet. The Prior Repurchase Program expired on December 31, 2022.

In January 2023, the Board of Directors authorized a share repurchase program to repurchase up to $100,000 of the
Company’s common stock through December 31, 2023 (the “2023 Repurchase Program”). The 2023 Repurchase Program
permits the Company to effect repurchases through a variety of methods, including open-market purchases (including
pursuant to a trading plan adopted in accordance with Rule 10b5-1 of the Exchange Act), privately negotiated transactions,
or otherwise in compliance with Rule 10b-18 of the Exchange Act. The timing and amount of any shares purchased on the
open market will be determined based on the Company’s evaluation of the market conditions, share price and other factors.
The Company plans to utilize existing cash on hand to fund the 2023 Repurchase Program.

As of June 30, 2023, the Company has not yet repurchased shares under the 2023 Repurchase Program. Thus, $100,000
remained available for share repurchases under the 2023 Repurchase Program as of June 30, 2023.

15. Stock-based Compensation

Performance Share Units

The Company periodically grants PSUs to certain members of the Company's senior management team. PSUs vest subject
to the satisfaction of annual and cumulative performance and/or market conditions established by the Company’s
Compensation Committee.

A summary of the Company’s PSU activity for the six months ended June 30, 2023 and related information is as follows:

Weighted-Average
Shares Grant Date Fair Value

Outstanding at December 31, 2022 447,770 $ 28.71
Granted 216,500 38.71
Vested (223,170) 27.99
Forfeited — —
Performance adjustment 62,780 27.14

Outstanding at June 30, 2023 503,880 $ 33.13

The number of PSUs granted represents the target number of shares of common stock that may be earned. However, the
actual number of shares earned may vary based on the satisfaction of performance criteria. The weighted-average grant date
fair value of PSUs granted for the six months ended June 30, 2023, and 2022 was $38.71 and $24.12, respectively.
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Restricted Stock Units

The Company granted RSUs to employees during the six months ended June 30, 2023. The Company’s RSUs generally
vest ratably over a four-year period of service. A summary of the Company’s RSU activity for the six months ended June
30, 2023 and related information is as follows:

Weighted-Average
Shares Grant Date Fair Value

Outstanding at December 31, 2022 2,047,571 $ 19.67
Granted 1,248,207 26.33
Vested (626,539) 20.03
Forfeited (147,214) 21.62

Outstanding at June 30, 2023 2,522,025 $ 22.76

The weighted-average grant date fair value per share of RSUs granted for the six months ended June 30, 2023 and 2022
was $26.33 and $17.48, respectively. The total fair value of RSUs vested (measured on the date of vesting) for the six
months ended June 30, 2023, and 2022 was $16,480 and $9,697, respectively.

Stock Options

A summary of the Company’s stock option activity for the six months ended June 30, 2023 and related information is as
follows:

      Weighted-  
  Weighted-   Average
  Average   Remaining Aggregate

Exercise Price   Contractual Intrinsic
     Shares      per Share      Term (in years)      Value

Outstanding at December 31, 2022   1,683,805 $ 18.84   5.5 $ 7,953
Exercised   (306,537) 16.58
Cancelled   (8,300) 18.80

Outstanding at June 30, 2023   1,368,968 $ 19.35   5.0 $ 4,411
Exercisable at June 30, 2023   1,308,248 $ 19.30 4.9 $ 4,345

There were no stock options granted during the six months ended June 30, 2023 and 2022.

Employee Stock Purchase Plan

The Company’s 2015 Employee Stock Purchase Plan allows employees to purchase shares of the Company’s common
stock. The purchase price is equal to 85% of the lower of the closing price of the Company’s common stock on (1) the first
day of the purchase period or (2) the last day of the purchase period. During the six months ended June 30, 2023, 11,329
shares of common stock were purchased for total proceeds of $169. The expense for the three months ended June 30, 2023
and 2022 was $55 and $28, respectively. The expense for the six months ended June 30, 2023 and 2022 was $101 and $60,
respectively.

Stock-based Compensation Expense

A summary of the allocation of the Company’s stock-based compensation expense for the three and six months ended June
30, 2023 and 2022 is as follows:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Research and development $ —      $ — $ —      $ 1,591
Selling, general and administrative   7,072 5,692   13,107 10,236
Total stock-based compensation expense $ 7,072 $ 5,692 $ 13,107 $ 11,827
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At June 30, 2023, there was approximately $57,292 of unrecognized compensation expense related to unvested options,
restricted stock units and performance stock units, which is expected to be recognized as expense over a weighted average
period of approximately 2.8 years.

16. Commitments and Contingencies

Legal Proceedings

From time to time, the Company may face legal claims or actions in the normal course of business. Except as disclosed
below, the Company is not currently a party to any material litigation and, accordingly, does not have any other amounts
recorded for any litigation related matters.

Xtampza ER Litigation

The Company filed the New Drug Application (“NDA”) for Xtampza ER as a 505(b)(2) application, which allows the
Company to reference data from an approved drug listed in the FDA’s Orange Book, in this case OxyContin. The 505(b)(2)
process requires that the Company certify to the FDA that the Company does not infringe any of the patents listed for
OxyContin in the Orange Book, or that the patents are invalid. The process also requires that the Company notify Purdue
Pharma, L.P (“Purdue”), as the holder of the NDA, and any other Orange Book-listed patent owners that it has made such a
certification. On February 11, 2015, the Company made the required certification documenting why Xtampza ER does not
infringe any of the 11 Orange Book-listed patents for OxyContin, five of which have been invalidated in court proceedings,
and provided the required notice to Purdue. Under the Drug Price Competition and Patent Term Restoration Act of 1984,
Purdue had the option to sue the Company for infringement and receive a stay of up to 30 months before the FDA could
issue a final approval for Xtampza ER, unless the stay was earlier terminated.

In response to these actions, Purdue sued the Company for infringement in the District of Delaware on March 24, 2015
asserting infringement of three of Purdue’s Orange Book-listed patents (Patent Nos. 7,674,799, 7,674,800, and 7,683,072)
and a non-Orange Book-listed patent (Patent No. 8,652,497), and accordingly, received a 30-month stay of FDA approval.

The Delaware court transferred the case to the District of Massachusetts. After the Company filed a partial motion for
judgment on the pleadings relating to the Orange Book-listed patents, the District Court of Massachusetts ordered judgment
in the Company’s favor on those three patents, and dismissed the claims asserting infringement of those patents with
prejudice. Upon dismissal of those claims, the 30-month stay of FDA approval was lifted. As a result, the Company was
able to obtain final approval for Xtampza ER and launch the product commercially.

Purdue subsequently filed two follow-on lawsuits asserting infringement of two patents that had been late-listed in the
Orange Book and therefore, could not trigger any stay of FDA approval: Purdue filed suit asserting infringement of Patent
No. 9,073,933 in November 2015, and asserted infringement of Patent No. 9,522,919 in April 2017. In addition, Purdue
filed suit on two patents that had not been listed in the Orange Book, filing suit in June 2016 asserting infringement of
Patent No. 9,155,717 and in September 2017, asserting infringement of Patent No. 9,693,961.

On March 13, 2018, the Company filed a Petition for Post-Grant Review (“PGR”) of the ʼ961 patent with the Patent Trial
and Appeal Board (“PTAB”). The PGR argues that the ʼ961 patent is invalid for lack of a written description, for lack of
enablement, for indefiniteness, and as being anticipated by prior art. The PTAB held oral argument on the proceedings on
July 10, 2019 and was scheduled to issue a decision on the patentability of the ʼ961 patent by no later than October 4, 2019.
On September 15, 2019, Purdue commenced a voluntary case under chapter 11 of title 11 of the United States Bankruptcy
Code in the United States Bankruptcy Court for the Southern District of New York. On September 24, 2019, Purdue gave
the PTAB notice of its bankruptcy filing and sought the imposition of an automatic stay of the PGR proceedings. On
October 2, 2019, the PTAB extended the one-year period for issuing its decision by up to six months.

In October 2017, and in response to the filing of the Company’s supplemental New Drug Application (“sNDA”) seeking to
update the drug abuse and dependence section of the Xtampza ER label, Purdue filed another suit asserting infringement of
the ʼ933 and ʼ919 patent. The Company filed a motion to dismiss that action, and the Court granted its motion on January
16, 2018.



Table of Contents

28

A claim construction hearing was held on June 1, 2017. On November 21, 2017, the Court issued its claim construction
ruling, construing certain claims of the ʼ933, ʼ497, and ʼ717 patents. The Court issued an order on September 28, 2018 in
which it granted in part a motion for summary judgment that the Company filed. Specifically, the Court ruled that the
Xtampza ER formulation does not infringe the ʼ497 and ʼ717 patents. On September 18, 2019, Purdue gave the Court
notice of its bankruptcy filing and sought the imposition of an automatic stay of the proceedings. On September 20, 2019,
the matter was stayed pending further order of the Court.

On September 1, 2020, the Bankruptcy Court entered an Order Granting Motions for Relief from the Automatic Stay,
lifting the automatic stays in both the District of Massachusetts and PTAB proceedings. The Company appealed the
Bankruptcy Court’s Order, in part, and that appeal is stayed, on consent by Purdue, pending the outcome of any appeal of
the PTAB proceedings. On September 11, 2020, Purdue filed a motion to terminate the PTAB action on the basis that those
proceedings had gone beyond the 18-month statutory period. The Company opposed Purdue’s motion. On November 19,
2021, the PTAB (i) denied Purdue’s motion to terminate the PGR and (ii) issued its Final Written Decision, finding that
claims 1-17 of the ʼ961 patent were invalid for lack of written description and anticipation. On December 17, 2021, Purdue
filed a Request for Director Review. That request was denied on February 7, 2022. On February 16, 2022, Purdue filed a
Federal Circuit notice of appeal. On April 12, 2022, the Company filed a Motion to Dismiss the Appeal as Untimely. On
May 20, 2022, the Federal Circuit denied the Motion to Dismiss and directed the parties to address jurisdiction during
merits briefing. Oral arguments in the appeal are scheduled for September 5, 2023.

On April 2, 2021, the Court granted Purdue’s Motion to Lift the Stay in the District of Massachusetts that was entered
following Purdue’s Notice of Bankruptcy. On April 9, 2021, Purdue filed another follow-on lawsuit asserting infringement
of U.S. Patent No. 10,407,434, which was late-listed in the Orange Book and therefore could not trigger any stay of FDA
approval. The Company responded to Purdue’s complaint asserting the ’434 patent with a motion to dismiss. On May 21,
2021, and in response to the Company’s motion to dismiss, Purdue filed an amended complaint asserting the ’434 patent.
The Company renewed its motion to dismiss on June 4, 2021, arguing: (i) Purdue cannot, as a matter of law, state a claim
for infringement under § 271(e)(2)(A); (ii) Purdue cannot, as a matter of law, state a claim for product-by-process
infringement under §271(g); and (iii) Purdue has not alleged facts sufficient to support any indirect infringement theory
under §271(b) or (c). The Court held a hearing on the Company’s motion to dismiss on October 13, 2021, and the motion is
pending before the Court.

Like the prior follow-on lawsuits, the ’434 patent litigation was consolidated into the lead case and a scheduling order was
entered. On October 5, 2021, the Court held a claim construction hearing for the ʼ961 patent and the ʼ434 patent. On May
15, 2023, the Court issued an order that (i) vacated the existing deadlines with respect to the ʼ933, ʼ919, and ʼ434 patents
and stayed the case pending the Federal Circuit’s decision in a different litigation that invalidated certain claims of the ʼ933
and ʼ919 patents and (ii) continued the existing stay concerning the ʼ961 patent pending Purdue’s appeal of the PTAB’s
order invalidating that patent. The Court has not set a deadline for dispositive motions or trial.

The remaining patents-in-suit in the lead consolidated action in the District of Massachusetts are the ʼ933, ʼ919, ʼ434, and
ʼ961 patents. The parties agreed, however, that litigation concerning the ʼ961 patent is stayed pending resolution of
Purdue’s Federal Circuit appeal of the PTAB decision invalidating the claims of the ʼ961 patent. Purdue has made a
demand for monetary relief, and requested a judgment of infringement, an adjustment of the effective date of FDA
approval, and an injunction on the sale of the Company’s products accused of infringement. The Company has denied all
claims and has requested a judgment that the remaining asserted patents are invalid and/or not infringed; the Company is
also seeking a judgment that the case is exceptional and has requested an award of the Company’s attorneys’ fees for
defending the case.

The Company plans to defend this case vigorously. At this stage, the Company is unable to evaluate the likelihood of an
unfavorable outcome or estimate the amount or range of potential loss, if any.

Nucynta Litigation

On February 7, 2018, Purdue filed a patent infringement suit against the Company in the District of Delaware. Specifically,
Purdue argues that the Company’s sale of immediate-release and extended-release Nucynta infringes U.S. Patent Nos.
9,861,583, 9,867,784, and 9,872,836. Purdue has made a demand for monetary relief in its complaint but has not quantified
its alleged damages.
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On December 6, 2018, the Company filed an Amended Answer asserting an affirmative defense for patent exhaustion. On
December 10, 2018, the Court granted the parties’ stipulation for resolution of the Company’s affirmative defense of patent
exhaustion and stayed the action, with the exception of briefing on and resolution of the Company’s Motion for Judgment
on the Pleadings related to patent exhaustion and any discovery related to that Motion. Also, on December 10, 2018, the
Company filed a Rule 12(c) Motion for Judgment on the Pleadings, arguing that the Purdue’s claims were barred by the
doctrine of patent exhaustion. On June 18, 2019, the Court heard oral argument on the Company’s Rule 12(c) Motion for
Judgment on the Pleadings. On June 19, 2019, the Court issued an order stating that “judgment in Collegium’s favor is
warranted under the doctrine of patent exhaustion to the extent Collegium’s alleged infringing activities resulted from sales
that fall within the scope of that covenant.” The Court explained, however, that based on the current record, it was not
possible “to determine whether title of the Nucynta Products was transferred to Collegium” from sales authorized by
Purdue’s covenant not to sue. The Court ordered discovery on this issue and the case remained “stayed with the exception
of discovery and briefing on and resolution of the Company’s anticipated motion for summary judgment based on patent
exhaustion.”

On September 19, 2019, Purdue gave the Court notice of its bankruptcy filing and sought the imposition of an automatic
stay of the proceedings. The Nucynta litigation is subject to the automatic bankruptcy stay.

Pending resolution of the bankruptcy action, the Company plans to defend this case vigorously. At this stage, the Company
is unable to evaluate the likelihood of an unfavorable outcome or estimate the amount or range of potential loss, if any.

Litigation Related to the BDSI Acquisition

On February 25, 2022, in connection with the BDSI Acquisition, a purported individual stockholder of BDSI filed a
complaint in the United States District Court for the Southern District of New York, captioned Stein v. BioDelivery Sciences
International, Inc., et al., No. 1:22-cv-01600, naming as defendants BDSI and each member of its Board of Directors as of
the date of the Merger Agreement (“Stein Action”). On February 28, 2022, two additional cases were filed by purported
individual stockholders of BDSI in the same court, captioned Sanford v. BioDelivery Sciences International, Inc., et al.,
No. 1:22-cv-01676 (“Sanford Action”), and Higley v. BioDelivery Sciences International, Inc., et al., No. 1:22-cv-
01658 (“Higley Action”). On March 2, 2022 and March 5, 2022, two additional cases were filed by purported individual
stockholders of BDSI in the United States District Court for the Eastern District of New York, captioned Justice II v.
BioDelivery Sciences International, Inc., et al., No. 1:22-cv-01145 (“Justice Action”) and Zomber v. BioDelivery Sciences
International, Inc., et al., No. 1:22-cv-01220 (“Zomber Action”; together with the Stein, Sanford, Higley, and Justice
Actions, the “Actions”). The Actions and any similar subsequently filed cases involving BDSI, its officers or Board of
Directors, or any committee thereof, and/or any of the Company’s officers or directors relating directly or indirectly to the
Merger Agreement, the BDSI Acquisition or any related transaction, are referred to as the “Merger Litigations.”

The Merger Litigations filed to date generally allege that the Schedule 14D-9 is materially incomplete and misleading by
allegedly failing to disclose purportedly material information relating to the sale process leading to the Merger, BDSI’s
financial projections, and the analyses performed by Moelis & Company LLC in connection with the Merger. The Merger
Litigations assert violations of Section 14(e) of the Exchange Act and violations of Section 20(a) of the Exchange Act
against BDSI’s Board of Directors. Additionally, the Stein, Higley, Justice, and Zomber complaints assert violations of
Section 14(d) of the Exchange Act and Rule 14d-9 promulgated thereunder. The Merger Litigations seek, among other
things: an injunction enjoining consummation of the Merger, rescission of the Merger Agreement, a declaration that BDSI
and its Board of Directors violated Sections 14(e) and 20(a) of the Exchange Act and Rule 14a-9 promulgated thereunder,
damages, costs of the action, including plaintiffs’ attorneys’ fees and experts’ fees and expenses, and any other relief the
court may deem just and proper.

In addition, on February 24, 2022, February 28, 2022, and March 7, 2022, BDSI received demand letters from three
purported stockholders of BDSI seeking to inspect certain books and records of BDSI related to the Merger (collectively,
the “Inspection Letters”). On March 4, 2022, March 9, 2022, and March 11, 2022, BDSI received demand letters from four
purported stockholders alleging that the Schedule 14D-9 omits purportedly material information relating to the Merger
(collectively, the “Demand Letters”).

On April 14, 2022, plaintiff in the Higley Action filed a notice of voluntary dismissal of the complaint. On May 15, 2022,
plaintiff in the Zomber Action filed a notice of voluntary dismissal of the complaint. And, on June 24, 2022,
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plaintiff in the Justice Action filed a notice of voluntary dismissal of the complaint. In the remaining Stein and Sanford
Actions, on July 20, 2022, the respective Courts entered an Order for plaintiff to serve a summons and complaint by August
3, 2022. On July 28, 2022, plaintiff in the Sanford Action filed a partial voluntary dismissal of the individual named
defendants but not BDSI from that action and filed a waiver of service as to BDSI. On October 26, 2022, plaintiff in the
Sanford Action filed a notice of voluntary dismissal of the complaint as to Defendant BDSI as well. To date, the complaint
in the Stein Action has not been served on, nor was service waived by, any of the named defendants in that action.

While the Company believes that the remaining Merger Litigations, Inspection Letters, and Demand Letters are without
merit and that the disclosures in the Schedule 14D-9 comply fully with applicable law, solely in order to avoid the expense
and distraction of litigation, BDSI previously determined to voluntarily supplement the Schedule 14D-9 with certain
supplemental disclosures set forth in BDSI’s Schedule 14D-9 filed with the SEC on March 11, 2022 (the “Supplemental
Disclosures”). The Company and BDSI believe that the Supplemental Disclosures mooted all allegations or concerns raised
in the Merger Litigations, Inspection Letters, and Demand Letters.

As set forth in the Supplemental Disclosures, nothing therein shall be deemed an admission of the legal necessity or
materiality under applicable law of the Supplemental Disclosures. To the contrary, the Company and BDSI specifically
deny all allegations that any of the Supplemental Disclosures, or any other additional disclosures, were or are required. The
Company plans to defend the Merger Litigations vigorously. At this stage, the Company is unable to evaluate the likelihood
of an unfavorable outcome or estimate the amount or range of potential loss, if any.

Opioid Litigation

As a result of the opioid epidemic, numerous state and local governments, healthcare providers, and other entities brought
suit against manufacturers, wholesale distributors, and pharmacies alleging a variety of claims related to opioid marketing
and distribution practices. In late 2017, the U.S. Judicial Panel on Multidistrict Litigation ordered the consolidation of cases
pending around the country in federal court against opioid manufacturers and distributors into a Multi-District Litigation
(“MDL”) in the Northern District of Ohio. Of the 21 MDL cases that named the Company as a defendant, the allegations
against it were previously dismissed or withdrawn in 13 cases as of December 31, 2021. The remaining eight MDL cases
that named the Company were dismissed as of April 19, 2022. In addition, the Company had been previously dismissed
from three non-MDL cases filed in Pennsylvania and Arkansas state courts.

Outside of the MDL, there were several cases filed against the Company in state courts in Pennsylvania and Massachusetts:

● In Pennsylvania, six lawsuits naming the Company were consolidated for discovery purposes in the Delaware
County Court of Common Pleas as part of a consolidated proceeding of similar lawsuits brought by numerous
Pennsylvania counties against other pharmaceutical manufacturers and distributors. These included lawsuits filed
between May 2018 and July 2019, alleging claims related to opioid marketing and distribution, including
negligence, fraud, unjust enrichment, public nuisance, and violations of state consumer protections laws.

● In Massachusetts, there were lawsuits by 13 municipalities, all of which were consolidated before the Business
Litigation Session of the Superior Court. The actions alleged a variety of claims related to opioid marketing and
distribution practices including public nuisance, common law fraud, negligent misrepresentation, negligence,
violations of Mass Gen. Laws ch. 93A, Section 11, unjust enrichment and civil conspiracy.

On December 24, 2021, the Company entered into a settlement framework with Scott+Scott Attorneys at Law, LLP, the law
firm representing plaintiffs in each of the 27 cases, including the 8 remaining MDL cases and 19 state court cases described
above. Pursuant to the terms of the settlement framework, which were later memorialized in a final settlement agreement,
the Company agreed to pay $2,750 in exchange for the dismissal, with prejudice, of each plaintiff’s lawsuit against the
Company and a release of claims related to such lawsuits. The settlement agreement was executed by the Company and all
27 plaintiffs, and the amounts subject to the settlement agreement were paid. As of April 19, 2022, the Company was
dismissed, with prejudice, from each of the 27 cases.

The Company entered into this settlement to efficiently resolve this litigation and does not admit any liability or
acknowledge any wrongdoing in connection with the settlement agreement.
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Aquestive Litigation

On October 29, 2013, Reckitt Benckiser, Inc., Indivior PLC (formerly RB Pharmaceuticals Limited, “Indivior”), and
Aquestive Therapeutics, Inc. (formerly MonoSol Rx, “Aquestive”) (collectively, the “RB Plaintiffs”) filed an action against
BDSI relating to its Bunavail product in the United States District Court for the Eastern District of North Carolina
(“EDNC”) for alleged patent infringement. Bunavail is a drug approved for the maintenance treatment of opioid
dependence. This case was dismissed, but the RB Plaintiffs subsequently filed an action against BDSI, on September 22,
2014, relating to Bunavail product in the United States District Court for the District of New Jersey for alleged patent
infringement. The RB Plaintiffs claimed that Bunavail, whose formulation and manufacturing processes have never been
disclosed publicly, infringes its patent U.S. Patent No. 8,765,167 (the “‘167 Patent”).

On January 13, 2017, Aquestive filed a complaint in the United States District Court for the District of New Jersey alleging
Belbuca infringes the ‘167 Patent.

On March 8, 2023, the parties filed a stipulation of dismissal. The RB Plaintiffs dismissed their claims with prejudice, and
BDSI dismissed its counterclaims without prejudice. Under the terms of the settlement agreement, BDSI resolved both the
Bunavail and Belbuca litigations in exchange for a one-time, lump-sum payment of $8,500 to Aquestive.  

Chemo Research, S.L

On March 1, 2019, BDSI filed a complaint for patent infringement in United States District Court for the District of
Delaware against Chemo Research, S.L., Insud Pharma S.L., IntelGenx Corp., and IntelGenx Technologies Corp.
(collectively, the “Chemo Defendants”), asserting that the Chemo Defendants infringe its Orange Book-listed patents for
BELBUCA, including U.S. Patent Nos. 8,147,866 (“’866 patent”) and 9,655,843, (“’843 patent”) both expiring in July of
2027, and U.S. Patent No. 9,901,539 (“’539 patent”) expiring December of 2032 (collectively, “the BEMA patents”). This
complaint follows a receipt by BDSI on January 31, 2019, of a Notice Letter from Chemo Research S.L. stating that it has
filed with the FDA an abbreviated New Drug Application (“ANDA”) containing a Paragraph IV Patent Certification, for a
generic version of BELBUCA Buccal Film in strengths 75 mcg, 150 mcg, 300 mcg, 450 mcg, and 900 mcg. Because BDSI
initiated a patent infringement suit asserting the patents identified in the Notice Letter within 45 days after receipt, the FDA
is prevented from approving the ANDA until the earlier of 30 months or a decision in the case that each of the patents is not
infringed or invalid. On March 15, 2019, BDSI filed a complaint against the Chemo Defendants in the Federal District
Court for the District of New Jersey asserting the same claims for patent infringement made in the Delaware lawsuit. On
April 19, 2019, Defendants filed an answer to the Delaware complaint wherein they denied infringement of the ’866, ’843
and ’539 patents and asserted counterclaims seeking declaratory relief concerning the alleged invalidity and non-
infringement of such patents.

On April 25, 2019, BDSI voluntarily dismissed the New Jersey lawsuit given Defendants’ consent to jurisdiction in
Delaware.

The trial to adjudicate issues concerning the validity of the Orange Book-listed patents covering BELBUCA was held from
March 1-3, 2021. Chemo did not participate in the bench trial. Instead, on February 26, 2021, Chemo agreed to be bound
by the decision of the Court with respect to the validity of the BEMA patents from the March 1-3, 2021 trial with Alvogen.
On December 20, 2021, the Court issued an opinion upholding the validity of certain claims in BDSI’s ʼ866 patent, which
expires in 2027, and certain claims in the ’539 patent, which expires in 2032, to which Chemo is bound. This holding was
affirmed on appeal by the Federal Circuit on December 21, 2022. The bench trial to adjudicate issues concerning the
Chemo Defendants’ infringement of the Orange Book patents was set to commence on April 25, 2022. On March 30, 2022,
the Court vacated the trial and has not yet set a new trial date.

On August 1, 2022, BDSI received a second Paragraph IV certification notice letter from Chemo indicating that Chemo has
amended its ANDA to (i) withdraw its generic version of the 75 mcg and 150 mcg strengths of BELBUCA; and (ii) include
its generic version of the 600 mcg and 750 mcg strengths of BELBUCA, in addition to the 300 mcg, 450 mcg, and 900 mcg
strengths identified in the first Chemo Paragraph IV certification notice letter. In response, BDSI filed a complaint for
patent infringement in Federal District Court for the District of Delaware. Chemo answered the complaint on December 1,
2022. The Court has not set a schedule for this litigation.

On August 24, 2022, the Court instructed the parties to update the Court at such time as the FDA addresses Chemo's July
29, 2022 response to the FDA. On February 8, 2023, the district court denied Chemo’s request for a trial date in the
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spring, and again instructed the parties to update the Court at such time as the FDA addresses Chemo’s July 29, 2022
response to the FDA. Chemo received a complete response letter with respect to its July 29, 2022 ANDA in April 2023.

The Company plans to litigate these cases vigorously. At this stage, the Company is unable to evaluate the likelihood of an
unfavorable outcome or estimate the amount or range of potential loss, if any.

Alvogen

On September 7, 2018, BDSI filed a complaint for patent infringement in United States District Court for the District of
Delaware against Alvogen Pb Research & Development LLC, Alvogen Malta Operations Ltd., Alvogen Pine Brook LLC,
Alvogen, Incorporated, and Alvogen Group, Incorporated (collectively, “Alvogen”), asserting that Alvogen infringes
BDSI’s Orange Book-listed patents for BELBUCA, including U.S. Patent Nos. 8,147,866 and 9,655,843, both expiring in
July of 2027, and U.S. Patent No. 9,901,539, expiring in December of 2032 (collectively, “the BEMA patents”). This
complaint followed receipt by BDSI on July 30, 2018 of a Paragraph IV Patent Certification from Alvogen stating that
Alvogen had filed an ANDA with the FDA for a generic version of BELBUCA Buccal Film (75 mcg, 150 mcg, 300 mcg,
450 mcg, 600 mcg, 750 mcg and 900 mcg). Because BDSI initiated a patent infringement suit asserting the patents
identified in the Paragraph IV notice within 45 days after receipt of the Paragraph IV Certification, the FDA is prevented
from approving the ANDA until the earlier of 30 months or a decision in the case that each of the patents is not infringed or
invalid.

The Court scheduled a bench trial to adjudicate issues concerning the validity of the BEMA patents. A three-day bench trial
against Alvogen was conducted commencing on March 1, 2021.

On December 20, 2021, the Court issued an opinion upholding the validity of certain claims in BDSI’s ʼ866 patent, which
expires in 2027, and certain claims in the ’539 patent, which expires in 2032. Alvogen conceded infringement of those
claims prior to the trial. The Court entered final judgment on January 21, 2022. The final judgment entered in this case
upholding the validity of claims of the ’866 and ’539 Orange Book-listed patents extends the effective date of any final
approval by the FDA of Alvogen’s ANDA until December 21, 2032, which is the expiration date of the ’539 patent, and
enjoins Alvogen and those acting in concert with Alvogen from commercially manufacturing, using, selling, or offering for
sale Alvogen’s ANDA products until December 21, 2032. Alvogen filed a motion to stay certain provisions of the final
judgment in the Court. BDSI filed an opposition to Alvogen’s request for a stay. The Court retained jurisdiction to decide
BDSI’s motion for contempt, which was filed on September 21, 2021.

Alvogen filed a notice of appeal to the Federal Circuit seeking to reverse the Court’s final judgment entered on January 21,
2022. Separately, BDSI filed a cross-appeal to the Federal Circuit seeking to reverse the Court’s opinion that claims 3 and
10 of the ʼ866 patent and claims 8, 9 and 20 of the ’843 patent are invalid and thus Alvogen is not liable for infringement of
those claims, as well as any other ruling decided adversely to BDSI. On November 1, 2022, the Federal Circuit held oral
argument on the parties’ appeal and issued its decision on December 21, 2022. In that decision, the Federal Circuit affirmed
the district court judgment that certain claims of the ʼ866 and ʼ539 patent were not invalid as obvious. The Federal Circuit
also vacated the district court’s judgment that certain claims of the ʼ866 and ʼ843 patent were invalid as obvious and
remanded to the district court for further proceedings. The mandate issued on February 10, 2023.

As it has done in the past, the Company intends to vigorously defend its intellectual property against assertions of invalidity
or non-infringement.

Opioid-Related Request and Subpoenas

The Company, like a number of other pharmaceutical companies, has received subpoenas or civil investigative demands
related to opioid sales and marketing. The Company has received such subpoenas or civil investigative demands from the
Offices of the Attorney General of each of Washington, New Hampshire, Maryland and Massachusetts.

On December 16, 2021, the Company entered into an Assurance of Discontinuance with the Massachusetts Attorney
General (the “AoD”). The Company is currently cooperating with each of the remaining states in their respective
investigations.



Table of Contents

33

17. Income Taxes

The Company is subject to U.S. federal and state income taxes. The income tax provision for interim periods reflects the
Company’s estimate of the annual effective tax rate expected to be applicable for the full fiscal year, adjusted for any
discrete events which are recorded in the period in which they occur.

The following table presents information regarding the Company’s income tax expense (benefit) recognized for the three
and six months ended June 30, 2023 and 2022:

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

Provision for (benefit from) income taxes $ 4,790 $ (1,455) $ 4,659 $ (4,228)
Effective tax rate 26.9 % 21.9 % 1,941.3 % 18.8 %

The provision for income taxes for the three months ended June 30, 2023 reflects the estimated annual effective tax rate as
adjusted for discrete tax benefits from excess tax benefits from equity compensation awards. The provision for income
taxes for the six months ended June 30, 2023 was impacted by discrete nondeductible costs associated with the debt
extinguishment that occurred in the three months ended March 31, 2023, partially offset by excess tax benefits related to
stock compensation. The nondeductible costs from the debt extinguishment were $21,238.

The Company provides a valuation allowance when it is more likely than not that deferred tax assets will not be realized. In
determining the extent to which a valuation allowance for deferred tax assets is required, the Company evaluates all
available evidence including projections of future taxable income, carry back opportunities, reversal of certain deferred tax
liabilities, and other tax planning strategies. The Company has maintained a valuation allowance on the portion of its
deferred tax assets that are not more likely than not to be realized due to tax limitation or other conditions as of June 30,
2023.

Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together with our
condensed consolidated financial statements and related notes appearing elsewhere in this Quarterly Report, and in
conjunction with management’s discussion and analysis and our audited consolidated financial statements included in our
Annual Report. The following discussion contains forward-looking statements that involve risks uncertainties and
assumptions. Our actual results and the timing of certain events could differ materially from those anticipated in these
forward-looking statements as a result of many factors. We discuss factors that we believe could cause or contribute to
these differences below and elsewhere in this Quarterly Report, including those set forth under “Forward-looking
Statements” and “Risk Factors”, as revised and supplemented by those risks described from time to time in other reports
which we file with the SEC.

OVERVIEW

We are building a leading, diversified specialty pharmaceutical company committed to improving the lives of people living
with serious medical conditions. We commercialize our pain portfolio, consisting of Xtampza ER, the Nucynta Products,
Belbuca, and Symproic, in the United States.

Xtampza ER, an abuse-deterrent, oral formulation of oxycodone, was approved by the FDA in April 2016 for the
management of pain severe enough to require daily, around-the-clock, long-term opioid treatment and for which alternative
treatment options are inadequate. We commercially launched Xtampza ER in June 2016.

The Nucynta Products are extended-release and immediate-release formulations of tapentadol. Nucynta ER is indicated for
the management of pain severe enough to require daily, around the clock, long-term opioid treatment, including
neuropathic pain associated with diabetic peripheral neuropathy in adults, and for which alternate treatment options are
inadequate. Nucynta IR is indicated for the management of acute pain severe enough to require an opioid analgesic and for
which alternative treatments are inadequate in adults. We began shipping and recognizing product sales on the Nucynta
Products in January 2018 and began marketing the Nucynta Products in February 2018.
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On March 22, 2022, we acquired BDSI, a specialty pharmaceutical company working to deliver innovative therapies for
individuals living with serious and debilitating chronic conditions. Upon closing of the BDSI Acquisition, we acquired the
Belbuca and Symproic products. Belbuca is a buccal film that contains buprenorphine, a Schedule III opioid, and was
approved by the FDA in October 2015 for use in patients with pain severe enough to require daily, around-the-clock, long-
term opioid treatment for which alternative options are inadequate. Symproic was approved by the FDA in March 2017 for
the treatment of OIC in adult patients with chronic non-cancer pain, including patients with chronic pain related to prior
cancer or its treatment who do not require frequent (e.g., weekly) opioid dosage escalation. We began shipping and
recognizing product sales related to Belbuca and Symproic in March 2022.

Outlook

We believe that our cash and cash equivalents at June 30, 2023, together with expected cash inflows from the
commercialization of our products, will enable us to fund our operating expenses, debt service and capital expenditure
requirements under our current business plan for the foreseeable future.

As the COVID-19 pandemic unfolded, and governmental and societal reactions to it evolved, our business was impacted by
several trends, including depressed pain patient office visits compared to pre-COVID periods, which in turn may account
for fewer patients beginning therapy with our products, and labor disruptions that impacted pain offices, which in turn
impacted our access to, and quality of interactions with, such offices. Notwithstanding the fact that the federal public health
emergency for COVID-19 expired in May 2023 in the United States, we expect the trends that emerged as a result of the
pandemic to persist in the near to medium term.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We believe that several accounting policies are important to understanding our historical and future performance. We refer
to these policies as “critical” because these specific areas generally require us to make judgments and estimates about
matters that are uncertain at the time we make the estimate, and different estimates—which also would have been
reasonable—could have been used, which would have resulted in different financial results. For a description of critical
accounting policies that affect our significant judgments and estimates used in the preparation of our consolidated financial
statements, refer to our Annual Report.

There were no changes in our critical accounting policies from those described in our Annual Report.
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RESULTS OF OPERATIONS

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

(in thousands) (in thousands)
Product revenues, net $  135,546      $  123,549 $  280,313      $  207,300
Cost of product revenues

Cost of product revenues (excluding intangible asset
amortization)  24,257  33,684  54,156  50,016
Intangible asset amortization  37,463  37,501  74,929  56,424

Total cost of products revenues  61,720  71,185  129,085  106,440
Gross profit  73,826  52,364  151,228  100,860
Operating expenses

Research and development  —  —  —  3,983
Selling, general and administrative    38,193    41,254    90,968    95,782

Total operating expenses    38,193    41,254  90,968  99,765
Income from operations    35,633    11,110  60,260  1,095

Interest expense    (21,863)    (17,761)    (43,290)    (23,592)
Interest income  4,027    5  6,774  9
Loss on extinguishment of debt  —  —  (23,504)  —

Income (loss) before income taxes  17,797  (6,646)  240  (22,488)
Provision for (benefit from) income taxes  4,790  (1,455)  4,659  (4,228)

Net income (loss) $  13,007 $  (5,191) $  (4,419) $  (18,260)

Comparison of the three months ended June 30, 2023 and June 30, 2022

Product revenues, net

Product revenues, net were $135.5 million for the three months ended June 30, 2023 (the “2023 Quarter”), compared to
$123.5 million for the three months ended June 30, 2022 (the “2022 Quarter”). The $12.0 million increase is primarily due
to increases in revenue for Xtampza ER of $8.0 million, the Nucynta Products of $3.7 million, and Belbuca of $0.8 million,
partially offset by decreases in other revenue of $0.5 million.

The increase in revenue for Xtampza ER of $8.0 million is primarily due to lower gross-to-net adjustments primarily
related to provisions for rebates and an increase in gross price, partially offset by decreased sales volume and higher gross-
to-net adjustments related to provisions for returns.

The increase in revenue for the Nucynta Products of $3.7 million is primarily due to lower gross-to-net adjustments
primarily related to provisions for rebates and an increase in gross price, partially offset by decreased sales volume and
higher gross-to-net adjustments related to provisions for returns.

The increase in revenue for Belbuca in the 2023 Quarter of $0.8 million is primarily due to increases in sales volume and
an increase in gross price, offset by higher gross-to-net adjustments primarily related to provisions for chargebacks.

Cost of product revenues

Cost of product revenues (excluding intangible asset amortization) was $24.3 million for the 2023 Quarter, compared to
$33.7 million for the 2022 Quarter. The $9.4 million decrease was primarily related to the 2022 Quarter including higher
cost of product revenues related to the step-up basis in inventory acquired from BDSI combined with lower sales volume
for Xtampza and the Nucynta Products.

Intangible asset amortization of $37.5 million was materially consistent in the 2023 Quarter compared to the 2022 Quarter.
Intangible asset amortization expense is recognized in connection with our intangible assets. The intangible assets are
amortized on a straight-line basis over the respective estimated useful lives.
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Operating Expenses

Selling, general and administrative expenses were $38.2 million for the 2023 Quarter, compared to $41.3 million for the
2022 Quarter. The $3.1 million decrease was primarily related to:

● a decrease in acquisition related expenses of $3.6 million;
● a decrease in audit and legal expenses of $1.3 million, primarily due to lower litigation related expenses; partially

offset by
● an increase in salaries, wages, and benefits of $1.6 million.

Interest expense and Interest income

Interest expense was $21.9 million for the 2023 Quarter, compared to $17.8 million for the 2022 Quarter. The $4.1 million
increase was primarily due to higher interest rates impacting our variable rate term loan debt as well as higher interest
expense due to the 2029 Convertible Notes.

Interest income was $4.0 million for the 2023 Quarter, compared to $5,000 for the 2022 Quarter. The $4.0 million increase
was primarily due to an increase in interest rates earned on cash equivalents and marketable securities due to a higher
overall balance invested in the 2023 Quarter compared to the 2022 Quarter.

Taxes

The provision for income taxes was $4.8 million for the 2023 Quarter, compared to a benefit from income taxes of $1.5 
million for the 2022 Quarter. The tax provision for the 2023 Quarter primarily reflects federal and state income taxes 
incurred from net income. The tax benefit for the 2022 Quarter reflects the tax benefit from the net loss, as well as the 
impact of discrete nondeductible transaction costs and excess tax benefits.  

Comparison of the six months ended June 30, 2023 and June 30, 2022

Product revenues, net

Product revenues, net were $280.3 million for the six months ended June 30, 2023 (the “2023 Period”), compared to $207.3
million for the six months ended June 30, 2022 (the “2022 Period”). The $73.0 million increase is primarily due to
increases in revenue for Belbuca of $41.7 million, Xtampza ER of $24.4 million, the Nucynta Products of $4.1 million, and
Symproic of $3.3 million.

The increase in revenue for Belbuca of $41.7 million and Symproic of $3.3 million is primarily due to six months of
revenue in the 2023 Period compared to approximately four months of revenue in the 2022 Period due to the timing of the
BDSI Acquisition.

The increase in revenue for Xtampza ER of $24.4 million is primarily due to lower gross-to-net adjustments primarily
related to provisions for rebates and an increase in gross price, partially offset by decreased sales volume and higher gross-
to-net adjustments related to provisions for returns.

The increase in revenue for the Nucynta Products of $4.1 million is primarily due to lower gross-to-net adjustments
primarily related to provisions for rebates and an increase in gross price, partially offset by decreased sales volume and
higher gross-to-net adjustments related to provisions for returns.

Cost of product revenues

Cost of product revenues (excluding intangible asset amortization) was $54.2 million for the 2023 Period, compared to
$50.0 million for the 2022 Period. The $4.2 million increase was primarily related to the 2023 Period including higher cost
of product revenues related to the step-up basis in inventory acquired from BDSI, combined with an increase in royalties
and cost of product revenues for products acquired from BDSI due to six months of revenue in the 2023 Period compared
to approximately four months in the 2022 Period. This increase was partially offset by lower cost of product revenues
primarily due to lower sales volume for Xtampza and the Nucynta Products.
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Intangible asset amortization was $74.9 million for the 2023 Period, compared to $56.4 million for the 2022 Period. The
$18.5 million increase in intangible asset amortization was due to six months of amortization expense recognized in the
2023 Period related to the intangible assets acquired from BDSI of which $435.0 million of consideration was allocated to
our acquired intangible assets, compared to approximately four months of amortization expense in the 2022 Period. The
intangible assets are amortized on a straight-line basis over the respective estimated useful lives.

Operating Expenses

We did not recognize research and development expenses in the 2023 Period, compared to $4.0 million recognized in the
2022 Period. The $4.0 million decrease was due to redirection of resources from research and development activities during
2022 as we shifted our focus to supporting our commercial products rather than research and development.

Selling, general and administrative expenses were $91.0 million for the 2023 Period, compared to $95.8 million for the
2022 Period. The $4.8 million decrease was primarily related to:

● a decrease in acquisition related expenses classified as selling, general and administrative of $30.0 million;
● an increase in salaries, wages, and benefits of $8.5 million primarily due to increases in personnel costs for

employees retained following the BDSI Acquisition;
● an increase in audit and legal expenses of $8.1 million, primarily due to an $8.5 million litigation settlement;
● an increase in sales and marketing expenses of $7.2 million, primarily due to expenses incurred to support the

ongoing commercialization of products acquired from BDSI; and
● an increase in regulatory expenses of $1.3 million, primarily due to six months of expenses related to products

acquired from BDSI.

Interest expense and Interest income

Interest expense was $43.3 million for the 2023 Period, compared to $23.6 million for the 2022 Period. The $19.7 million
increase was primarily due to the 2022 Term Loan that we entered into in connection with the BDSI Acquisition, higher
interest rates impacting our variable rate term loan debt, and higher interest expense due to the 2029 Convertible Notes.

Interest income was $6.8 million for the 2023 Period, compared to $9,000 for the 2022 Period. The $6.8 million increase
was primarily due to an increase in interest rates earned on cash equivalents and marketable securities due to a higher
overall balance invested in the 2023 Period compared to the 2022 Period.

Taxes

The provision for income taxes was $4.7 million for the 2023 Period, compared to a benefit from income taxes of $4.2
million for the 2022 Period. The tax provision for the 2023 Period was impacted by discrete nondeductible costs associated
with the debt extinguishment that occurred in the first quarter of 2023, partially offset by excess tax benefits related to
stock-based compensation. The tax benefit for the 2022 Period reflects the tax benefit from the net loss, which includes the
impact of discrete nondeductible transaction costs and excess tax benefits.

LIQUIDITY AND CAPITAL RESOURCES

Sources of Liquidity

Historically, we have funded our operations primarily through the private placements and/or public offerings of our
preferred stock, common stock, and convertible notes; commercial bank debt; and cash inflows from sales of our products.
We are primarily dependent on the commercial success of Belbuca, Xtampza, and the Nucynta Products.

As of June 30, 2023, we had total cash, cash equivalents and marketable securities of $325.5 million, which represented an
increase of $151.8 million from $173.7 million as of December 31, 2022. We intend to rely on our existing cash, cash
equivalents and marketable securities together with cash inflows from sales of our products as our primary sources of
liquidity.
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In March 2022, our debt balance increased significantly as we modified our 2020 Term Loan with Pharmakon to an
increased principal balance of $650.0 million to fund a portion of the consideration paid to complete the BDSI Acquisition.
We paid $100.0 million in principal payments during the first year of the 2022 Term Loan. The remaining $550.0 million
balance is required to be paid in equal quarterly installments over the remaining three years of the term note. As of June 30,
2023, the outstanding principal balance of the 2022 Term Loan was $504.2 million, of which $183.3 million in principal
payments are due within the next twelve months. As of June 30, 2023, the outstanding principal balance of our 2026
Convertible Notes and 2029 Convertible Notes was $26.4 million and $241.5 million, respectively. The outstanding
principal balance of the 2026 Convertible Notes and 2029 Convertible Notes is not due until 2026 and 2029, respectively.

We believe that our cash, cash equivalents and marketable securities as of June 30, 2023 together with expected cash
inflows from operations, will enable us to fund our operating expenses, debt service and capital expenditure requirements
under our current business plan for the foreseeable future.

Borrowing Arrangements and Equity Offerings

The following transactions represent our material borrowing arrangements and equity offerings.

2022 Term Loan

On March 22, 2022, in connection with the closing of the BDSI Acquisition, we entered into the 2022 Loan Agreement.
The 2022 Loan Agreement provided for the $650.0 million secured 2022 Term Loan, the proceeds of which were used to
repay our existing term notes and fund a portion of the consideration to be paid to complete the BDSI Acquisition. The
2022 Loan Agreement was accounted for as a debt modification and transaction fees of $173,000 were expensed. In
connection with the 2022 Loan Agreement, we paid loan commitment and other fees to the lender of $19.8 million, which
together with preexisting debt issuance costs and note discounts of $2.0 million will be amortized over the term of the loan
using the effective interest rate. Refer to Note 12, Term Notes Payable, for more information.

2026 Convertible Notes

On February 13, 2020, we issued the 2026 Convertible Notes in the aggregate principal amount of $143.8 million, in a
public offering registered under the Securities Act of 1933, as amended. The 2026 Convertible Notes were issued in
connection with funding the acquisition of the Nucynta Products. Some of our existing investors participated in the
convertible notes offering. The 2026 Convertible Notes are senior, unsecured obligations and accrue interest at a rate of
2.625% per annum, payable semi-annually in arrears on February 15 and August 15 of each year. The notes will mature on
February 15, 2026, unless earlier repurchased, redeemed or converted.

On February 10, 2023, we entered into privately negotiated transactions with certain holders of the 2026 Convertible Notes
to repurchase $117.4 million aggregate principal amount of the 2026 Convertible Notes for an aggregate of $140.1 million
of cash, which includes accrued and unpaid interest on the 2026 Convertible Notes to be repurchased. After giving effect to
the repurchase, the outstanding principal balance of the 2026 Convertible Notes as of June 30, 2023 is $26.4 million. There
are no principal repayment obligations due within the next twelve months. Refer to Note 13, Convertible Senior Notes, for
more information.

2029 Convertible Notes

On February 10, 2023, we issued the 2029 Convertible Notes in the aggregate principal amount of $241.5 million, in a
private offering to qualified institutional buyers pursuant to Section 4(a)(2) and Rule 144A under the Securities Act of
1933, as amended. The 2029 Convertible Notes were issued to finance the concurrent repurchase of a portion of the 2026
Convertible Notes, and the remainder of the net proceeds may be used for general corporate purposes.

The 2029 Convertible Notes are senior, unsecured obligations and accrue interest at a rate of 2.875% per annum, payable
semi-annually in arrears on February 15 and August 15 of each year. The 2029 Convertible Notes will mature on February
15, 2029, unless earlier repurchased, redeemed or converted. The outstanding principal balance of the 2029 Convertible
Notes as of June 30, 2023 is $241.5 million. There are no principal repayment obligations due within the next twelve
months. Refer to Note 13, Convertible Senior Notes, for more information.
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Cash Flows

Six Months Ended June 30,
2023 2022

(in thousands)
Net cash provided by operating activities $  127,393      $  15,136
Net cash used in investing activities    (41,893)    (572,638)
Net cash provided by financing activities    23,061    493,798
Net increase (decrease) in cash, cash equivalents and restricted cash $  108,561 $  (63,704)

Operating activities. Cash provided by operating activities was $127.4 million for the 2023 Period, compared to $15.1
million for the 2022 Period. The $112.3 million increase was primarily due to the increase in cash flow from operating
results, which reflects operating earnings, after adjustment for non-cash items that are included in net loss, including higher
intangible asset amortization as a result of the BDSI Acquisition and recognition of a loss on extinguishment of debt in
connection with the repurchase of a portion of our 2026 Convertible Notes.

Investing activities. Cash used in investing activities was $41.9 million for the 2023 Period, compared to $572.6 million for
the 2022 Period. The $530.7 million decrease was primarily due to the use of $572.1 million for the BDSI Acquisition, net
of cash acquired, in the 2022 Period partially offset by purchases of marketable securities in the 2023 Period.

Financing activities. Cash provided by financing activities was $23.1 million for the 2023 Period, compared to $493.8
million for the 2022 Period. The $470.7 million decrease was primarily due to the repayment of the outstanding balance of
the 2020 Term Loan and establishment of the 2022 Term Loan in connection with the BDSI Acquisition, which was
accounted for as a debt modification and resulted in $517.7 million in proceeds from the term note modification in the 2022
Quarter, partially offset by the repurchase of a portion of our 2026 Convertibles Notes and issuance of our 2029
Convertible Notes which resulted in net proceeds of $96.6 million in the 2023 Quarter.

Funding Requirements

We believe that our cash and cash equivalents as of June 30, 2023, together with expected cash inflows from operations,
will enable us to fund our operating expenses, debt service and capital expenditure requirements under our current business
plan for the foreseeable future. However, we are subject to all the risks common to the commercialization and development
of new pharmaceutical products, and we may encounter unforeseen expenses, difficulties, complications, delays and other
unknown factors that may adversely affect our business.

We have significant future capital requirements, including:
● expected operating expenses to manufacture and commercialize our products and to operate our organization;
● repayment of outstanding principal amounts and interest in connection with our 2022 Term Loan and Convertible

Notes;
● royalties we pay on sales of certain products within our portfolio;
● operating lease obligations;
● minimum purchase obligations in connection with our contract manufacturer; and
● cash paid for income taxes.

In addition, we have significant potential future capital requirements, including:
● we may enter into business development transactions, including acquisitions, collaborations, licensing

arrangements and equity investments, that require additional capital; and
● as of June 30, 2023, we had $100.0 million remaining in authorization under our 2023 Repurchase Program.

ADDITIONAL INFORMATION

To supplement our financial results presented on a GAAP basis, we have included information about certain non-GAAP
financial measures. We use these non-GAAP financial measures to understand, manage and evaluate our business as we
believe they provide additional information on the performance of our business. We believe that the presentation of these
non-GAAP financial measures, taken in conjunction with our results under GAAP, provide analysts, investors, lenders
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and other third parties insight into our view and assessment of our ongoing operating performance. In addition, we believe
that the presentation of these non-GAAP financial measures, when viewed with our results under GAAP and the
accompanying reconciliations, provide supplementary information that may be useful to analysts, investors, lenders, and
other third parties in assessing our performance and results from period to period. We report these non-GAAP financial
measures to portray the results of our operations prior to considering certain income statement elements. These non-GAAP
financial measures should be considered in addition to, and not as a substitute for, or superior to, net income or other
financial measures calculated in accordance with GAAP.

In our quarterly and annual reports, earnings press releases and conference calls, we may discuss the following financial
measures that are not calculated in accordance with GAAP, to supplement our consolidated financial statements presented
on a GAAP basis.

Adjusted EBITDA

Adjusted EBITDA is a non-GAAP financial measure that represents GAAP net income (loss) adjusted to exclude interest
expense, interest income, the benefit from or provision for income taxes, depreciation, amortization, stock-based
compensation, and other adjustments to reflect changes that occur in our business but do not represent ongoing operations.
Adjusted EBITDA, as used by us, may be calculated differently from, and therefore may not be comparable to, similarly
titled measures used by other companies.

There are several limitations related to the use of adjusted EBITDA rather than net income (loss), which is the nearest
GAAP equivalent, such as:

● adjusted EBITDA excludes depreciation and amortization, and, although these are non-cash expenses, the assets
being depreciated or amortized may have to be replaced in the future, the cash requirements for which are not
reflected in adjusted EBITDA;

● we exclude stock-based compensation expense from adjusted EBITDA although (a) it has been, and will continue
to be for the foreseeable future, a significant recurring expense for our business and an important part of our
compensation strategy and (b) if we did not pay out a portion of our compensation in the form of stock-based
compensation, the cash salary expense included in operating expenses would be higher, which would affect our
cash position;

● adjusted EBITDA does not reflect changes in, or cash requirements for, working capital needs;
● adjusted EBITDA does not reflect the benefit from or provision for income taxes or the cash requirements to pay

taxes;
● adjusted EBITDA does not reflect historical cash expenditures or future requirements for capital expenditures or

contractual commitments;
● we exclude impairment expenses from adjusted EBITDA and, although these are non-cash expenses, the asset

being impaired may have to be replaced in the future, the cash requirements for which are not reflected in adjusted
EBITDA;

● we exclude restructuring expenses from adjusted EBITDA. Restructuring expenses primarily include employee
severance and contract termination costs that are not related to acquisitions. The amount and/or frequency of these
restructuring expenses are not part of our underlying business;

● we exclude litigation settlements from adjusted EBITDA, as well as any applicable income items or credit
adjustments due to subsequent changes in estimates. This does not include our legal fees to defend claims, which
are expensed as incurred;

● we exclude acquisition related expenses as the amount and/or frequency of these expenses are not part of our
underlying business. Acquisition related expenses include transaction costs, which primarily consisted of financial
advisory, banking, legal, and regulatory fees, and other consulting fees, incurred to complete the acquisition,
employee-related expenses (severance cost and benefits) for terminated employees after the acquisition, and
miscellaneous other acquisition related expenses incurred;

● we exclude recognition of the step-up basis in inventory from acquisitions (i.e., the adjustment to record inventory
from historic cost to fair value at acquisition) as the adjustment does not reflect the ongoing expense associated
with sale of our products as part of our underlying business; and

● we exclude losses on extinguishments of debt as these expenses are episodic in nature and do not directly
correlate to the cost of operating our business on an ongoing basis.
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Adjusted EBITDA for the three and six months ended June 30, 2023 and 2022 was as follows:

Three Months Ended Six Months Ended
June 30, June 30,

2023 2022 2023 2022
GAAP net income (loss) $  13,007 $  (5,191) $  (4,419) $  (18,260)
Adjustments:

Interest expense  21,863  17,761  43,290  23,592
Interest income  (4,027)  (5)  (6,774)  (9)
Loss on extinguishment of debt  —  —  23,504  —
Provision for (benefit from) income taxes  4,790  (1,455)  4,659  (4,228)
Depreciation  895  656  1,712  1,371
Amortization  37,463  37,501  74,929  56,424
Stock-based compensation expense  7,072  5,692  13,107  11,827
Litigation settlements  —  —  8,500  —
Acquisition related expenses  —  3,579  —  30,746
Recognition of step-up basis in inventory  4,748  12,638  14,918  13,241

Total adjustments $  72,804 $  76,367 $  177,845 $  132,964
Adjusted EBITDA $  85,811 $  71,176 $  173,426 $  114,704

Adjusted EBITDA was $85.8 million for the 2023 Quarter compared to $71.2 million for the 2022 Quarter. The $14.6
million increase was primarily due to higher revenues and lower adjusted operating expenses.

Adjusted EBITDA was $173.4 million for the 2023 Period compared to $114.7 million for the 2022 Period. The $58.7
million increase was primarily due to higher revenues due to six months of revenue in the 2023 Period compared to
approximately four months of revenue in the 2022 Period from products acquired from BDSI, as well as lower adjusted
operating expenses.

Adjusted Operating Expenses

Adjusted operating expenses is a non-GAAP financial measure that represents GAAP operating expenses adjusted to
exclude stock-based compensation expense, and other adjustments to reflect changes that occur in our business but do not
represent ongoing operations.

Adjusted operating expenses for the three and six months ended June 30, 2023 and 2022 were as follows:

Three Months Ended Six Months Ended
June 30, June 30,

2023 2022 2023 2022
GAAP operating expenses $  38,193 $  41,254 $  90,968 $  99,765
Adjustments:

Stock-based compensation  7,072  5,692  13,107  11,827
Litigation settlements  —  —  8,500  —
Acquisition related expenses  —  3,579  —  30,746

Total adjustments $  7,072 $  9,271 $  21,607 $  42,573
Adjusted operating expenses $  31,121 $  31,983 $  69,361 $  57,192

Adjusted operating expenses were $31.1 million in the 2023 Quarter compared to $32.0 million in the 2022 Quarter. The
$0.9 million decrease was primarily driven by a decrease in audit and legal expenses, primarily due to lower litigation
related expenses.

Adjusted operating expenses were $69.4 million in the 2023 Period compared to $57.2 million in the 2022 Period. The
$12.2 million increase was primarily driven by:

● an increase in salaries, wages, and benefits (excluding stock-based compensation) of $4.7 million primarily due to
increases in personnel costs for employees retained following the BDSI Acquisition; and
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● an increase in sales and marketing expenses of $6.9 million, primarily due to expenses incurred to support the
ongoing commercialization of Belbuca and Symproic, as well the timing of marketing efforts.

Adjusted Net Income and Adjusted Earnings Per Share

Adjusted net income is a non-GAAP financial measure that represents GAAP net income (loss) adjusted to exclude
significant income and expense items that are non-cash or not indicative of ongoing operations, including consideration of
the tax effect of the adjustments. Adjusted earnings per share is a non-GAAP financial measure that represents adjusted net
income per share. Adjusted weighted-average shares - diluted is calculated in accordance with the treasury stock, if-
converted, or contingently issuable accounting methods, depending on the nature of the security.

Adjusted net income and adjusted earnings per share for the three and six months ended June 30, 2023 and 2022 were as
follows:

Three Months Ended Six Months Ended
June 30, June 30,

2023 2022 2023 2022
GAAP net income (loss) $  13,007 $  (5,191) $  (4,419) $  (18,260)
Adjustments:

Non-cash interest expense  2,261  2,522  4,548  3,435
Loss on extinguishment of debt  —  —  23,504  —
Amortization  37,463  37,501  74,929  56,424
Stock-based compensation expense  7,072  5,692  13,107  11,827
Litigation settlements  —  —  8,500  —
Acquisition related expenses  —  3,579  —  30,746
Recognition of step-up basis in inventory  4,748  12,638  14,918  13,241
Income tax effect of above adjustments (1)  (12,100)  (15,737)  (30,974)  (29,408)

Total adjustments $  39,444 $  46,195 $  108,532 $  86,265
Non-GAAP adjusted net income $  52,451 $  41,004 $  104,113 $  68,005

Adjusted weighted-average shares — diluted (2)  42,849,952  39,256,685  41,485,868  39,290,207
Adjusted earnings per share (2) $  1.26 $  1.07 $  2.57 $  1.78

(1) The income tax effect of the adjustments was calculated by applying our blended federal and state statutory rate to
the items that have a tax effect. The blended federal and state statutory rate for the three months ended June 30,
2023 and 2022 were 24% and 26%, respectively; and the blended federal and state statutory rate for the six
months ended June 30, 2023 and 2022 were 25.6% and 26%, respectively. As such, the non-GAAP effective tax
rates for the three months ended June 30, 2023 and 2022 were 23.5% and 25.4%, respectively; and the non-GAAP
effective tax rates for the six months ended June 30, 2023 and 2022 were 22.2% and 25.4%, respectively.

(2) Adjusted weighted-average shares - diluted were calculated using the “if-converted” method for our convertible
notes in accordance with ASC 260, Earnings per Share. As such, adjusted weighted-average shares – diluted
includes shares related to the assumed conversion of our convertible notes and the associated cash interest
expense added-back to non-GAAP adjusted net income. For the three months ended June 30, 2023 and 2022,
adjusted weighted-average shares – diluted includes 7,509,104 and 4,925,134, respectively, attributable to our
convertible notes. For the six months ended June 30, 2023 and 2022, adjusted weighted-average shares – diluted
includes 6,041,036 and 4,925,134, respectively, attributable to our convertible notes. In addition, for the three and
six months ended June 30, 2023 and 2022, adjusted earnings per share also includes other potentially dilutive
securities to the extent that they are not antidilutive given that non-GAAP adjusted net income was in an income
position.

CONTRACTUAL OBLIGATIONS

There have been no material changes to the contractual obligations and commitments described under Management’s
Discussion and Analysis of Financial Condition and Results of Operations from our most recently filed Annual Report.
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Item 3.  Quantitative and Qualitative Disclosures About Market Risk.

Our primary exposure to market risk is interest rate sensitivity in connection with our investment portfolio and the 2022
Term Loan. None of these market risk sensitive instruments are held for trading purposes.

Investment Portfolio

Our investment portfolio includes financial instruments that are sensitive to interest rate risks. Our investment portfolio is
used to preserve capital, maintain liquidity sufficient to meet cash flow requirements, and maximize returns commensurate
with our risk appetite. We invest in instruments that meet the credit quality, diversification, liquidity, and maturity standards
outlined in our investment policy.

As of June 30, 2023, our investment portfolio includes $129.1 million of cash equivalents and $41.7 million of marketable
securities, which are primarily comprised of money market funds, U.S. Treasury securities, corporate debt, and
government-sponsored securities. Our money market funds are short-term highly liquid investments, and our marketable
securities have active secondary or resale markets to help ensure liquidity. We account for marketable securities as
available-for-sale, thus, no gains or losses are realized due to changes in the fair value of our marketable securities unless
we sell our investments prior to maturity or incur a credit loss. Furthermore, our investment policy includes guidelines
limiting the term-to-maturity of our investments. Due to the nature of our investments, we do not believe that the fair value
of our investments has a material exposure to interest rate risk.

2022 Term Loan

Prior to the cessation of LIBOR on June 30, 2023, the 2022 Term Loan had an underlying rate indexed to the 3-month
LIBOR rate (subject to a floor of 1.20%), plus a margin of 7.5% per annum. On June 23, 2023, we entered into an
amendment to the 2022 Loan Agreement to adjust the interest terms of the 2022 Term Loan to transition from LIBOR to
SOFR in anticipation of the cessation of LIBOR. Effective July 1, 2023, the 2022 Term Loan bears interest at a rate based
upon SOFR plus a spread adjustment of 0.26% (subject to a floor of 1.20%), plus a margin of 7.5% per annum. Based on
the outstanding principal amount of the 2022 Term Loan as of June 30, 2023 of $504.2 million and the applicable interest
rate, a hypothetical 1% increase or decrease in interest rates would increase or decrease future interest expense by
approximately $5.0 million.

Item 4.  Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of June 30, 2023. The term “disclosure controls and procedures,”
as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended or the Exchange Act,
means controls and other procedures of a company that are designed to ensure that information required to be disclosed by
a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported,
within the time periods specified in the SEC’s rules and forms. Management recognizes that any controls and procedures,
no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and
management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Based on the evaluation of the effectiveness of the design and operation of our disclosure controls and
procedures as of June 30, 2023, our Chief Executive Officer and Chief Financial Officer concluded that, as of such date,
our disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the fiscal quarter covered by this Quarterly Report that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION
Item 1.  Legal Proceedings.

Except as set forth in Note 16, Commitments and Contingencies, to our financial statements, which is incorporated herein
by reference to the extent applicable, there are no other material changes from the legal proceedings previously disclosed in
our most recently filed annual report on Form 10-K for the fiscal year ended December 31, 2022 (the “Annual Report”).

Item 1A. Risk Factors

Risk Factors Summary

Our business is subject to a number of risks and uncertainties, including those risks discussed at length below. These risks
include, among others, the following principal risk factors that make an investment in our company speculative or risky.
You are encouraged to carefully review our full discussion of the material risk factors relevant to an investment in our
business, which follows the brief bulleted list of our principal risk factors set forth below:

● Our ability to maintain profitability is dependent upon our ability to continue successfully commercializing our
products and any products and future product candidates, if approved, that we may develop or acquire in the
future;

● We have substantial outstanding indebtedness, which may adversely affect our business, financial condition and
results of operations;

● Adverse developments affecting the financial services industry could adversely affect our business, financial
condition, or results of operations;

● If we cannot continue successfully commercializing our products, our business, financial condition and results of
operations may be materially adversely affected and the price of our common stock may decline;

● Despite receiving approval by the U.S. Food and Drug Administration (“FDA”), additional data may emerge that
could change the FDA’s position on the product labeling of any of our products, including our abuse-deterrent
claims with respect to Xtampza ER, and our ability to market our products successfully may be adversely
affected;

● Xtampza ER, Nucynta ER and Nucynta IR (collectively the “Nucynta Products”), and Belbuca are subject to
mandatory Risk Evaluation and Mitigation Strategy (“REMS”) programs, which could increase the cost, burden
and liability associated with the commercialization of these products;

● Failure to comply with ongoing governmental regulations for marketing our products, and in particular any failure
to promote Xtampza ER’s abuse deterrent labeling in compliance with FDA regulations, could delay or inhibit our
ability to generate revenues from their sale and could also expose us to claims or other sanctions;

● Unfavorable outcomes in intellectual property litigation could be costly and potentially limit our ability to
commercialize our products;

● If we are unable to obtain or maintain intellectual property rights for our technologies, products or any future
product candidates which we may develop, we may lose valuable assets or be unable to compete effectively in our
market;

● We have been, and may continue to be, forced to litigate to enforce or defend our intellectual property, which
could be expensive, time consuming and unsuccessful, and result in the loss of valuable assets;

● Obtaining and maintaining our patent protection depends on compliance with various procedural, document
submissions, fee payment and other requirements imposed by governmental patent agencies, and our patent
protection could be reduced or eliminated for non-compliance with these requirements;

● If we are unable to utilize our own sales and marketing capabilities successfully or enter into strategic alliances
with marketing collaborators, we may not continue to be successful in commercializing our products and may be
unable to generate sufficient product revenue;

● If the medical community, patients, and healthcare payors do not accept and use our products, we will not achieve
sufficient product revenues and our business will suffer;

● Our products contain, and our future product candidates may contain, controlled substances, the manufacture, use,
sale, importation, exportation and distribution of which are subject to regulation by state and federal law
enforcement and other regulatory agencies;

● Current and future legislation may increase the difficulty and cost for us to continue to commercialize our
products and may reduce the prices we are able to obtain for our products;
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● Our products may become subject to unfavorable pricing regulations or third-party coverage and reimbursement
policies, which could have a material adverse effect on our business. Such pricing regulations may address the
rebates that manufacturers offer to pharmaceutical benefit managers, or the discounts that manufacturers provide
others within the pharmaceutical distribution chain;

● Social issues around the abuse of opioids, including law enforcement concerns over diversion of opioids and
regulatory and enforcement efforts to combat abuse, could decrease the potential market for our products and may
adversely impact external investor perceptions of our business;

● If the FDA or other applicable regulatory authorities approve generic products with abuse deterrent claims that
compete with our products, our sales could decline;

● If the third-party manufacturers of our products fail to devote sufficient time and resources to these products, or
their performance is substandard, and/or we encounter challenges with our dedicated manufacturing suite at our
third-party manufacturer’s site for the manufacturing of Xtampza ER, our costs may be higher than expected and
could have a material adverse effect on our business;

● Because we currently rely on a sole supplier or limited number of suppliers to manufacture the active
pharmaceutical ingredient of our products, any production problems with any of these suppliers could have a
material adverse effect on us;

● We depend on wholesale pharmaceutical distributors for retail distribution of our products; if we lose any of our
significant wholesale pharmaceutical distributors or their distribution network is disrupted, our financial condition
and results of operations may be adversely affected;

● Our products could be subject to post-marketing requirements, which requirements may, in some cases, not be
capable of timely or satisfactory completion without participation in consortia over which we have limited
control;

● We may not realize all of the anticipated benefits from future acquisitions, and we may be unable to successfully
integrate future acquisitions;

● Our business has been, and may continue to be, adversely affected by certain events or circumstances outside our
control, including the effects of the COVID-19 pandemic and geopolitical turmoil;

● Litigation or regulatory action regarding opioid medications could negatively affect our business;
● We face substantial competition from other biotechnology and pharmaceutical companies, which may result in

others discovering, developing or commercializing products more successfully than we do;
● Commercial sales of our products, and clinical trials of any future product candidates we may develop or acquire,

may expose us to expensive product liability claims, and we may not be able to maintain product liability
insurance on reasonable terms or at all;

● Our relationships with customers and payors are subject to applicable anti-kickback, fraud and abuse,
transparency, and other healthcare laws and regulations, which could expose us to criminal sanctions, civil
penalties, exclusion from government healthcare programs, contractual damages, reputational harm,
administrative burdens, and diminished profits and future earnings; and

● The price of our common stock may be volatile and you may lose all or part of your investment.

Risks Related to Our Financial Position and Capital Needs

Our ability to maintain profitability is dependent upon our ability to continue successfully commercializing our products
and any products and future product candidates, if approved, that we may develop or acquire in the future. Our failure
to do so successfully could impair our growth strategy and plans and could have a material adverse effect on our
business, financial position, and operating results.

Our ability to maintain profitability depends upon our ability to realize the full commercial potential of our products and to
commercialize successfully any other products and future product candidates, if approved, that we may develop, in-license
or acquire in the future. Our ability to generate revenue from our current or future products depends on a number of factors,
including our ability to:

● realize a commercially viable price for our products;
● manufacture commercial quantities of our products at acceptable cost levels;
● sustain a commercial organization capable of sales, marketing and distribution for the products we sell;
● obtain coverage and adequate reimbursement from third parties, including government payors; and
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● comply with existing and changing laws and regulations that apply to the pharmaceutical industry, including
opioid manufacturers, and to our products specifically, including FDA post-marketing requirements.

If we fail to maintain profitability on a continuing basis, then we may be unable to continue our operations at planned
levels and be forced to reduce our operations.

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

As of December 31, 2022, we had a U.S. federal net operating loss (“NOL”) carryforward of approximately $229.8 million
and state NOL carryovers of approximately $252.6 million. The U.S. federal and state NOL carryforwards expire at various
dates through 2037. Federal NOLs and certain state NOLs incurred in 2018 and onward have an indefinite expiration under
the Tax Cuts and Jobs Act of 2017 and applicable state statutes. We also had U.S. federal tax credits of approximately $4.2
million, and state tax credits of approximately $0.8 million. These tax attributes are generally subject to a limited
carryover/carryback period and are also subject to the annual limitations that may be imposed under Section 382 of the
Internal Revenue Code of 1986, as amended (“IRC 382”).

In 2021, we completed a study to assess the impact of ownership changes, if any, on our ability to use our NOL and tax
credit carryovers as defined under IRC 382 (the “IRC 382 Study”). As a result of the study, we concluded that there were
ownership changes that occurred during the years 2006, 2012 and 2015 that would be subject to IRC 382 limitations. These
IRC 382 annual limitations may limit our ability to use pre-ownership change federal NOL carryovers and pre-ownership
change federal tax credit carryovers, which may potentially limit our ability to reduce our future federal income tax liability
by using these losses.

As part of the acquisition of BioDelivery Sciences International, Inc. (the “BDSI Acquisition”), we acquired an estimated
$234.7 million of federal NOL carryovers which are generally subject to a limited carryover/carryback period and are also
subject to the annual limitations that may be imposed under IRC 382. We performed an IRC 382 study following the BDSI
Acquisition in 2022 and concluded that there were ownership changes that occurred during the years 2006 and 2022 that
would be subject to IRC 382 limitations. These IRC 382 annual limitations may limit our ability to use pre-ownership
change federal NOL carryovers and pre-ownership change federal tax credit carryovers, which may potentially limit our
ability to reduce our future federal income tax liability by using these losses. Refer to Note 17, Income Taxes, for more
information.

We have substantial outstanding indebtedness, which may adversely affect our business, financial condition and results
of operations.

In March 2022, we entered into a $650.0 million secured term loan (the “2022 Term Loan”) pursuant to our Amended and
Restated Loan Agreement with BioPharma Credit PLC, as collateral agent and lender, and BioPharma Credit Investments V
(Master) LP, as lender (as amended from time to time, the “2022 Loan Agreement”), of which $504.2 million in principal
was outstanding as of June 30, 2023. In addition, we have $26.4 million in 2.625% Convertible Senior Notes due in 2026
(the “2026 Convertible Notes”) and $241.5 million in 2.875% Convertible Senior Notes due 2029 (the “2029 Convertible
Notes” and, together with the 2026 Convertible Notes, the “Convertible Notes”). We may also incur additional
indebtedness to meet future financing needs. Our existing and future levels of indebtedness could have significant negative
consequences for our security holders and our business, results of operations and financial condition by, and among other
things:

● requiring the dedication of a substantial portion of our cash flows from operations to service our indebtedness,
which will reduce the amount of cash available for operations, working capital, capital expenditures, expansion,
acquisitions or general corporate or other purposes;

● limiting our ability to obtain additional financing;
● limiting our flexibility to plan for, or react to, changes in our business;
● exposing us to the risk of increased interest rates as certain of our borrowings, including the 2022 Term Loan, are

at variable rates of interest;
● diluting the interests of our existing shareholders as a result of issuing shares of our common stock upon

conversion of the Convertible Notes;
● placing us at a possible competitive disadvantage with competitors that are less leveraged than we are or have

better access to capital; and
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● increasing our vulnerability to downturns in our business, our industry or the economy in general, including any
such downturn related to the impact of the COVID-19 pandemic.

Holders of our Convertible Notes, subject to a limited exception described in the notes, may require us to repurchase their
notes following a fundamental change at a cash repurchase price generally equal to the principal amount of the notes to be
repurchased, plus accrued and unpaid interest, if any. In addition, upon conversion, we will satisfy part or all of our
conversion obligation in cash unless we elect to settle conversions solely in shares of our common stock. We may not have
enough available cash or be able to obtain financing at the time we are required to repurchase the notes or pay the cash
amounts due upon conversion. Applicable law, regulatory authorities and the agreements governing our other indebtedness
may restrict our ability to repurchase the notes or pay the cash amounts due upon conversion, and any failure by us to
repurchase notes or to pay the cash amounts due upon the conversion when required would constitute a default under the
indenture.

Additionally, the indentures governing the Convertible Notes and our 2022 Loan Agreement contain certain covenants and
obligations applicable to us, including, without limitation, covenants that limit our ability to incur additional indebtedness
or liens, make acquisitions or other investments or dispose of assets outside the ordinary course of business, which could
limit our ability to capitalize on business opportunities that may arise or otherwise place us at a competitive disadvantage
relative to our competitors.

Failure to comply with covenants in the indentures governing the Convertible Notes or in the 2022 Loan Agreement would
constitute an event of default under those instruments, notwithstanding our ability to meet our debt service obligations. A
default under the indentures or a fundamental change could also result in a default under one or more of the agreements
governing our other indebtedness, which may result in that other indebtedness becoming immediately payable in full. In
such event, we may not have sufficient funds to satisfy all amounts that would become due. The 2022 Loan Agreement
includes various customary remedies for the lenders following an event of default, including the acceleration of repayment
of outstanding amounts under the 2022 Loan Agreement and execution upon the collateral securing obligations under the
2022 Loan Agreement. In addition, because our assets are pledged as a security under the 2022 Loan Agreement, if we are
not able to cure any default or repay outstanding borrowings, our assets would be subject to the risk of foreclosure by our
lenders.

Further, amounts outstanding under our 2022 Loan Agreement historically bore interest at a rate based on LIBOR, and,
effective July 1, 2023, bears interest at a rate based on SOFR subject to a SOFR floor of 1.2%. We have not hedged our
interest rate exposure with respect to our floating rate debt. Accordingly, our interest expense for any period will fluctuate
based on SOFR and other variable interest rates, as applicable. To the extent the interest rates applicable to our floating rate
debt increase, our interest expense will increase, in which event we may have difficulties making interest payments and
funding our other fixed costs, and our available cash flow for general corporate requirements may be adversely affected.

Adverse developments affecting the financial services industry, including events or concerns involving liquidity, defaults or
non-performance by financial institutions or transactional counterparties, could adversely affect our business, financial
condition, or results of operations.

Events involving limited liquidity, defaults, non-performance or other adverse developments that affect financial
institutions, transactional counterparties or other companies in the financial services industry or the financial services
industry generally, or concerns or rumors about any events of these kinds or other similar risks, have in the past and may in
the future lead to market-wide liquidity problems. Recently, in March 2023, Silicon Valley Bank (“SVB”) was closed by
the California Department of Financial Protection and Innovation, which appointed the Federal Deposit Insurance
Corporation (“FDIC”) as receiver. Shortly after, Signature Bank and Silvergate Capital Corp. were each swept into
receivership. Although we assess our banking and customer relationships as we believe necessary or appropriate, our access
to funding sources and other credit arrangements in amounts adequate to finance or capitalize our current and projected
future business operations could be significantly impaired by factors that affect us, the financial services industry or
economy in general. Further, investor concerns regarding domestic or international financial systems could result in less
favorable commercial financing terms, including higher interest rates or costs and tighter financial and operating covenants,
or systemic limitations on access to credit and liquidity sources, thereby making it more difficult for us to acquire financing
on acceptable terms or at all. Any decline in available funding or access to cash and liquidity resources could, among other
risks, adversely impact our ability to meet our financial obligations, which could have material adverse impacts on our
liquidity and our business, financial condition, or results of operations.
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Risks Related to our Products

If we cannot continue successfully commercializing our products, our business, financial condition and results of
operations may be materially adversely affected and the price of our common stock may decline.

Our business and future success are substantially dependent on our ability to continue successfully commercializing our
products, including Xtampza ER, the Nucynta Products, Belbuca and Symproic.

Our ability to continue successfully commercializing our products will depend on many factors, including but not
limited to:

● our ability to manufacture commercial quantities of our products at reasonable cost and with sufficient speed to
meet commercial demand;

● our ability to execute sales and marketing strategies successfully and continually;
● our success in educating physicians, patients and caregivers about the benefits, administration, use and coverage

of our products;
● with respect to Xtampza ER, the perceived availability and advantages, relative cost, relative safety and relative

efficacy of other abuse-deterrent products and treatments with similar indications;
● our ability to defend successfully any challenges to our intellectual property or suits asserting patent infringement

relating to our products;
● the availability and quality of coverage and adequate reimbursement for our products;
● a continued acceptable safety profile of our products; and
● our ability to comply with applicable legal and regulatory requirements, including any additional manufacturing

or packaging requirements that may become applicable to certain opioid products.

Many of these matters are beyond our control and are subject to other risks described elsewhere in this “Risk Factors”
section. Accordingly, we cannot assure you that we will be able to continue successfully commercializing or to generate
sufficient revenue from our products. If we cannot do so, or are significantly delayed in doing so, our business will be
materially harmed.

Despite receiving approval by the FDA, additional data may emerge that could change the FDA’s position on the
product labeling of any of our products, including our abuse-deterrent claims with respect to Xtampza ER, and our
ability to market our products successfully may be adversely affected.

Xtampza ER was approved with label language describing abuse-deterrent properties of the formulation with respect to the
nasal and IV routes of abuse, consistent with Guidance for Industry, “Abuse-Deterrent Opioids- Evaluation and Labeling.”
In November 2017, the FDA approved a supplemental New Drug Application (“sNDA”) for Xtampza ER to include
comparative oral pharmacokinetic data from a clinical study evaluating the effect of physical manipulation by crushing
Xtampza ER compared with OxyContin and a control (oxycodone hydrochloride immediate-release), results from an oral
human abuse potential study and the addition of an oral abuse deterrent claim.

The FDA can require changes to the product labeling for any of our products at any time which can impact our ability to
generate product sales. In particular, if the FDA determines that our post-marketing data for Xtampza ER does not
demonstrate that the abuse-deterrent properties result in reduction of abuse, or demonstrates a shift to routes of abuse that
present a greater risk, the FDA may find that product labeling revisions are needed, and potentially require the removal of
our abuse-deterrence claims, which would have a material adverse effect on our ability to continue successfully
commercializing Xtampza ER.

Our opioid products are subject to mandatory REMS programs, which could increase the cost, burden and liability
associated with the commercialization of these products.

The FDA has imposed a class-wide REMS on all IR, ER and long-acting opioid drug products (known as the Opioid
Analgesic REMS). The FDA continually evaluates whether the REMS program is meeting its goal of ensuring that the
benefit of these drugs continue to outweigh their risks, and whether the goals or elements of the program should be
modified. As opioids, Xtampza ER, the Nucynta Products and Belbuca are subject to the Opioid Analgesic REMS.
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Any modification of the Opioid Analgesic REMS by the FDA to impose additional or more burdensome requirements
could increase the costs associated with marketing these products and/or reduce the willingness of healthcare providers to
prescribe these products, which would have a material adverse effect on our ability to continue to successfully
commercialize and generate sufficient revenue from these products.

Failure to comply with ongoing governmental regulations for marketing our products, and in particular any failure to
promote Xtampza ER’s abuse deterrent labeling in compliance with FDA regulations, could delay or inhibit our ability
to generate revenues from their sale and could also expose us to claims or other sanctions.

In addition to scrutiny by the FDA, advertising and promotion of any pharmaceutical product marketed in the United States
is heavily scrutinized by, among others, the Department of Justice, the Office of Inspector General for the U.S. Department
of Health and Human Services, state attorneys general, members of Congress and the public. Violations, including
promotion of our products for unapproved or off-label uses, are subject to enforcement letters, inquiries and investigations,
and civil and criminal sanctions by government agencies.

In particular, Xtampza ER has FDA-approved product labeling that describes its abuse deterrent features, which allows us
to promote those features and differentiate Xtampza ER from other opioid products containing the same active
pharmaceutical ingredients. Because the FDA closely regulates promotional materials and other promotional activities,
even though the FDA-approved product labeling includes a description of the abuse deterrent characteristics of Xtampza
ER, the FDA may object to our marketing claims and product advertising campaigns.

Engaging in off-label promotion of our products, including Xtampza ER, could subject us to false claims liability under
federal and state statutes, and other litigation and/or investigations, and could lead to the issuance of warning letters or
untitled letters, suspension or withdrawal of our products from the market, recalls, fines, disgorgement money, operating
restrictions, injunctions, and civil or criminal prosecution. Any of these consequences would harm the commercial success
of our products, including Xtampza ER.

Further, after product approval, subsequent discovery of serious and unanticipated adverse events associated with the
product; the emergence of other problems with the product, manufacturer or facility; or our failure to make required
regulatory submissions may result in adverse regulatory actions, including withdrawal of the product from the market or
the requirement to add or strengthen label warnings about the product. The failure to obtain or maintain requisite
governmental approvals or the imposition of additional or stronger warnings could delay or preclude us from further
developing, marketing or realizing the full commercial potential of our products.

Risks Related to Intellectual Property

Unfavorable outcomes in intellectual property litigation could be costly and potentially limit our ability to commercialize
our products.

Our commercial success depends upon our ability to commercialize products without infringing the intellectual property
rights of others. Our current or future products, or any uses of them, may now or in the future infringe third-party patents or
other intellectual property rights. We cannot currently determine the ultimate scope and validity of patents which may be
granted to third parties in the future or which patents might be asserted to be infringed by the manufacture, use and sale of
our products.

If we are found to infringe a third party’s intellectual property rights, we could be required to obtain a license from such
third party to continue developing or commercializing our products and technology. However, we may not be able to obtain
any required license on commercially reasonable terms or at all. Even if we are able to obtain a license, it may be non-
exclusive, thereby giving our competitors access to the same technologies licensed to us. We could be forced, including by
court order, to cease commercializing the infringing technology or product. In addition, in any such proceeding or
litigation, we could be found liable for monetary damages, including treble damages and attorneys’ fees, if we are found to
have willfully infringed a patent. A finding of infringement could prevent us from commercializing our products or force us
to cease some of our business operations.

Any litigation, including any interference or derivation proceedings to determine priority of inventions, oppositions or other
post-grant review proceedings to patents in the United States, or litigation against our collaborators may be costly and time
consuming and could have a material adverse effect on our operating results, our ability to raise capital needed
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to commercialize products and our overall financial condition. We expect that litigation may be necessary in some instances
to determine the validity and scope of our proprietary rights. Litigation may be necessary in other instances to determine
the validity, scope or non-infringement of certain patent rights claimed by third parties to be pertinent to the manufacture,
use or sale of our products. Ultimately, the outcome of such litigation, including our pending litigation with Purdue, could
compromise the validity and scope of our patents or other proprietary rights or hinder our ability to manufacture and market
our products.

If we are unable to obtain or maintain intellectual property rights for our technologies, products or any future product
candidates which we may develop, we may lose valuable assets or be unable to compete effectively in our market. 

We depend on our ability to protect our proprietary technology. We rely on patent and trademark laws, unpatented trade
secrets and know-how, and confidentiality, licensing and other agreements with employees and third parties, all of which
offer only limited protection. Our success depends in large part on our ability to obtain and maintain patent protection in
the United States with respect to our proprietary technology and products.

The steps we have taken to protect our proprietary rights may not be adequate to preclude misappropriation of our
proprietary information or infringement of our intellectual property rights in the United States. The rights already granted
under any of our currently issued patents and those that may be granted under future issued patents may not provide us with
the proprietary protection or competitive advantages we are seeking.

We have been, and may continue to be, forced to litigate to enforce or defend our intellectual property, which could be
expensive, time consuming and unsuccessful, and result in the loss of valuable assets. 

We have been, and may continue to be, forced to litigate to enforce or defend our intellectual property rights against
infringement and unauthorized use by competitors, and to protect our trade secrets, including in connection with our
pending litigation against generic competitors that have filed Paragraph IV Certifications relating to certain of our products.
In so doing, we may place our intellectual property at risk of being invalidated, rendered unenforceable or limited or
narrowed in scope. This litigation is expensive and time consuming. Many of our current and potential competitors have
the ability to dedicate substantially greater resources to defend their intellectual property rights than we can.

Accordingly, despite our efforts, we may not be able to prevent third parties from infringing upon or misappropriating our
intellectual property. Litigation could result in substantial costs and diversion of management resources, which could have
a material adverse effect on our operating results, our ability to raise capital needed to commercialize products and our
overall financial condition. In addition, an adverse result in any litigation proceeding could put one or more of our patents
at risk of being invalidated, held unenforceable or interpreted narrowly.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position would be
harmed. 

In addition to seeking patents for some of our technology and products, we rely on trade secrets, including unpatented
know-how, technology and other proprietary information, to maintain our competitive position. We seek to protect these
trade secrets, in part, by entering into non-disclosure and confidentiality agreements with parties who have access to them,
such as our employees, corporate collaborators, outside scientific collaborators, contract manufacturers, consultants,
advisors and other third parties. Despite these efforts, any of these parties may breach the agreements and disclose our
proprietary information, including our trade secrets, and we may not be able to obtain adequate remedies for such breaches.
Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is difficult, expensive and time-
consuming, and the outcome is unpredictable. In addition, some courts in the United States may be less willing or unwilling
to protect trade secrets. If any of our trade secrets were to be lawfully obtained or independently developed by a competitor,
we would have no right to prevent such competitor, or those with whom they communicate, from using that technology or
information to compete with us. If any of our trade secrets were to be disclosed or independently developed, our
competitive position would be harmed.
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Obtaining and maintaining our patent protection depends on compliance with various procedural, document
submissions, fee payment and other requirements imposed by governmental patent agencies, and our patent protection
could be reduced or eliminated for non-compliance with these requirements. 

The United States Patent and Trademark Office (“USPTO”) requires compliance with a number of procedural,
documentary, fee payment and other similar provisions during the patent application process. In addition, periodic
maintenance fees on issued patents are required to be paid to the USPTO in several stages over the lifetime of the patents.
While an inadvertent lapse can in many cases be cured by payment of a late fee or by other means in accordance with the
applicable rules, there are situations in which noncompliance can result in abandonment or lapse of the patent or patent
application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Non-compliance events that
could result in abandonment or lapse of a patent or patent application include, but are not limited to, failure to respond to
official actions within prescribed time limits, non-payment of fees, and failure to properly legalize and submit formal
documents. If we fail to maintain the patents and patent applications covering our products, our competitive position would
be adversely affected.

Risks Related to the Commercialization of Our Products

If we are unable to utilize our own sales and marketing capabilities successfully or enter into strategic alliances with
marketing collaborators, we may not continue to be successful in commercializing our products and may be unable to
generate sufficient product revenue. 

Our commercial organization continues to evolve and we cannot guarantee that we will continue to be successful in
marketing our products. In addition, we compete with other pharmaceutical and biotechnology companies with extensive
and well-funded sales and marketing operations to recruit, hire, train and retain sales and marketing personnel. If we are
unable to continue to grow and maintain adequate sales, marketing and distribution capabilities, whether independently or
with third parties, including with respect to our recent acquisition of Belbuca and Symproic, we may not be able to generate
sufficient product revenue and may not remain profitable. Factors that may inhibit our efforts to continue successfully
commercializing our products in the United States include:

● our inability to recruit and retain adequate numbers of effective sales and marketing personnel;
● the inability of sales personnel to reach adequate numbers of physicians who may prescribe our products; and
● unforeseen costs and expenses associated with creating and maintaining an independent sales and marketing

organization.

If we are not successful in retaining sales and marketing personnel or in maintaining our sales and marketing infrastructure
or if we do not preserve strategic alliances with marketing collaborators, agreements with contract sales organizations or
collaboration arrangements, we will have difficulty in continuing to commercialize our products. Under the Food and Drug
Omnibus Reform Act of 2022 (“FDORA”), sponsors of approved drugs must provide six months notice to the FDA of any
changes in marketing status, such as the withdrawal of the drug, and failure to do so could result in the FDA placing the
product on a list of discontinued products, which would revoke the product’s ability to be marketed.

Additionally, our sales, marketing and distribution capabilities may continue to be hindered as a result of the COVID-19
outbreak. As the COVID-19 pandemic unfolded, and governmental and societal reactions to it evolved, our business was
impacted by several trends, including depressed pain patient office visits compared to pre-COVID periods, which in turn
may account for fewer patients beginning therapy with our products, and labor disruptions that impacted pain offices,
which in turn impacted our access to, and quality of interactions with, such offices. Notwithstanding the fact that the federal
public health emergency for COVID-19 expired in May 2023 in the United States, we expect the trends that emerged as a
result of the pandemic to persist in the near to medium term. We will continue to equip our personnel with the tools and
resources needed to effectively continue their sales and marketing efforts in a manner that complies with all relevant
regulations, whether in person or from a remote setting. We face the risk, however, that limitations on activities within the
healthcare sector and on economic activity generally will impede our ability to continue successfully commercializing our
products.
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If the medical community, patients, and healthcare payors do not accept and use our products, we will not achieve
sufficient product revenues and our business will suffer.

Physicians and others in the medical community, patients, and healthcare payors may not continue to accept and use our
products, or accept and use any new products that we may develop or acquire. Acceptance and use of our products will
depend on a number of factors including:

● approved indications, warnings and precautions language that may be less desirable than competitive products;
● perceptions of physicians and other healthcare community members of the safety and efficacy of our products;
● perceptions by members of the healthcare community, including physicians, about the relevance and efficacy of

our abuse deterrent technology;
● the availability of competitive products;
● the pricing and cost-effectiveness of our products relative to competing products;
● the potential and perceived advantages of our products over alternative treatments;
● the convenience and ease of administration to patients of our products;
● actual and perceived availability and quality of coverage and reimbursement for our products from government or

other third-party payors;
● negative publicity related to our products or negative or positive publicity related to our competitors’ products;
● the prevalence and severity of adverse side effects;
● policy initiatives by FDA, Department of Health and Human Services, U.S. Drug Enforcement Agency (“DEA”),

or other federal or state agencies regarding opioids;
● our ability to comply with the Opioid Analgesic REMS; and
● the effectiveness of marketing and distribution efforts by us and any licensees and distributors.

If our products fail to have an adequate level of acceptance by the medical community, patients, or healthcare payors, we
will not be able to generate sufficient revenue to remain profitable. Since we expect to rely on sales generated by Xtampza
ER, the Nucynta Products, Belbuca, and Symproic for substantially all of our revenues for the foreseeable future, the
failure of these products to maintain market acceptance would harm our business prospects.

Some of our products contain, and our future product candidates may contain, controlled substances, the manufacture,
use, sale, importation, exportation and distribution of which are subject to regulation by state and federal law
enforcement and other regulatory agencies.

Some of our products contain, and our future product candidates may contain, controlled substances that are subject to state
and federal laws and regulations regarding their manufacture, use, sale, importation, exportation and distribution. Xtampza
ER’s active ingredient, oxycodone, and the Nucynta Products’ active ingredient, tapentadol, are both classified as Schedule
II controlled substances under the Controlled Substances Act (“CSA”) and regulations of the DEA and the active ingredient
in Belbuca, buprenorphine, is classified as a Schedule III controlled substance. A number of states also independently
regulate these drugs, including oxycodone, tapentadol and buprenorphine, as controlled substances. We and our suppliers,
manufacturers, contractors, customers and distributors are required to obtain and maintain applicable registrations from
state and federal law enforcement and regulatory agencies and comply with state and federal laws and regulations regarding
the manufacture, use, sale, importation, exportation and distribution of controlled substances.

Furthermore, the amount of Schedule II substances that can be obtained for clinical trials and commercial distribution is
limited by the CSA and DEA regulations. For more information, see the section in our Annual Report entitled “Business —
Government Regulation — DEA and Opioid Regulation.” We may not be able to obtain sufficient quantities of these
controlled substances in order to meet commercial demand. If commercial demand for Xtampza ER, or any of our other
approved products, increases and we cannot meet such demand in a timely fashion because of our limited supply of its
active pharmaceutical ingredient (in the case of Xtampza ER, oxycodone) then physicians may perceive such product as
unavailable and may be less likely to prescribe it in the future.

In addition, controlled substances are also subject to regulations governing manufacturing, labeling, packaging, testing,
dispensing, production and procurement quotas (for Schedule I and II substances), recordkeeping, reporting, handling,
shipment and disposal. These regulations increase the personnel needs and the expense associated with development and
commercialization of our products that include controlled substances. The DEA and some states conduct periodic
inspections of registered establishments that handle controlled substances.
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Failure to obtain and maintain required registrations or to comply with any applicable regulations could delay or preclude
us from developing and commercializing our products that contain controlled substances and subject us to enforcement
action. The DEA may seek civil penalties, refuse to renew necessary registrations or initiate proceedings to revoke those
registrations. In some circumstances, violations could lead to criminal proceedings. Because of their restrictive nature,
these regulations could limit commercialization of our products containing controlled substances.

Current and future legislation may increase the difficulty and cost for us to continue to commercialize our products and
may reduce the prices we are able to obtain for our products.

In the United States, there have been a number of legislative and regulatory changes and proposed changes regarding the
healthcare system generally, and the manufacturing, distribution, and marketing of opioids in particular, that could prevent
or delay marketing approval of future product candidates, restrict or regulate post-approval activities or affect our ability to
profitably sell our products for which we obtain marketing approval. For example, several states, including New York, have
imposed taxes or fees on the sale of opioids. Other states, and even the federal government, could impose similar taxes or
fees, and such laws and proposals can vary in the tax and fee amounts imposed and the means of calculation. Liabilities for
taxes or assessments under any such laws could have an adverse impact on our results of operations.

California and several other states have enacted legislation related to prescription drug pricing transparency and it is
unclear the effect this legislation will have on our business. Laws intended to broaden access to health insurance, reduce or
constrain the growth of healthcare spending, enhance remedies against fraud and abuse, add new transparency requirements
for health care and health insurance industries, impose new taxes and fees on the health industry and impose additional
health policy reforms may continue the downward pressure on pharmaceutical pricing, especially under the Medicare
program, and may also increase our regulatory burdens and operating costs.

Legislative and regulatory proposals have been made to expand post-approval requirements and restrict sales and
promotional activities for pharmaceutical products. We cannot be sure whether additional legislative changes will be
enacted, or whether the FDA regulations, guidance or interpretations will be changed, or what the impact of such changes
on the marketing of our products may be. In addition, increased scrutiny by the U.S. Congress of the FDA’s approval
process may subject us to more stringent product labeling and post-marketing testing and other requirements.

Our products may become subject to unfavorable pricing regulations or third-party coverage and reimbursement
policies, which could have a material adverse effect on our business. Such pricing regulations may address the rebates
that manufacturers offer to pharmaceutical benefit managers, or the discounts that manufacturers provide others within
the pharmaceutical distribution chain.

The regulations that govern marketing approvals, pricing and reimbursement for new drug products can vary widely.
Current and future legislation may significantly change the approval requirements in ways that could involve additional
costs and cause delays in obtaining approvals. Pricing limitations may hinder our ability to recoup our investment in our
products.

Our ability to commercialize any product successfully will also depend in part on the extent to which coverage and
adequate reimbursement for these products and related treatments will be available from government health administration
authorities, private health insurers and other organizations. Government authorities and third-party payors determine which
medications they will cover and establish reimbursement levels and tiers of preference based on the perceived value and
innovation of a given product. A primary trend in the U.S. healthcare industry and elsewhere is cost containment.
Government authorities and other third-party payors have attempted to control costs by limiting coverage and the amount
of reimbursement for particular medications and establishing administrative hurdles that incentivize use of generic and/or
lower cost products first. Increasingly, third-party payors are requiring that drug companies provide them with discounts
and rebates from list prices and are challenging the prices charged for medical products. We have agreed to provide such
discounts and rebates to certain third-party payors. We expect increasing pressure to offer larger discounts and rebates.
Additionally, a greater number of third-party payors may seek discounts and rebates in order to offer or maintain access for
our products. We cannot be sure that high-quality coverage and reimbursement will be available for any product that we
commercialize and, if reimbursement is available, what the level of reimbursement will be and whether it will be
satisfactory.
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Reimbursement rates may vary according to the use of the drug and the clinical setting in which it is used, may be based on
reimbursement levels already set for lower cost drugs and may be incorporated into existing payments for other services.
Net prices for drugs may be reduced by mandatory discounts or rebates required by government healthcare programs or
private payors and by any future relaxation of laws that presently restrict imports of drugs from policy and payment
limitations in setting their own reimbursement policies.

In August 2022, the Inflation Reduction Act (“IRA”) of 2022 was signed into law. This legislation contains substantial drug
pricing reforms, including the establishment of a drug price negotiation program within the U.S. Department of Health and
Human Services that would subject manufacturers of some brand-name medications without generic or biosimilar
competition to a price negotiation program that results in a negotiated “maximum fair price” (or pay an excise tax for
noncompliance), the establishment of rebate payment requirements on manufacturers of drugs payable under Medicare
Parts B and D to penalize price increases that outpace inflation, and revises the way manufacturers provide discounts on
Part D drugs. The IRA also caps Medicare beneficiaries’ annual out-of-pocket drug expenses at $2,000 per year, thereby
eliminating the Medicare Part D coverage gap or “donut hole.” Substantial penalties can be assessed for noncompliance
with the drug pricing provisions in the IRA. There is pending litigation in the federal courts challenging the
constitutionality of the drug price negotiation provisions of the IRA. The IRA could have the effect of reducing the prices
we can charge and reimbursement we receive for our products, thereby reducing our profitability, and could have a material
adverse effect on our financial condition, results of operations and growth prospects. The effect of the IRA on our business
and the pharmaceutical industry in general is not yet known.

Our inability to expand and maintain coverage and profitable reimbursement rates from both government-funded and
private payors for our products could have a material adverse effect on our operating results, our ability to raise capital
needed to continue to commercialize our products and our overall financial condition.

The Affordable Care Act and any changes in healthcare law may increase the difficulty and cost for us to continue to
commercialize our products and affect the prices we may obtain.

The United States and many foreign jurisdictions have enacted or proposed legislative and regulatory changes affecting the
healthcare system that may affect our ability to profitably sell our products, including implementing cost-containment
programs to limit the growth of government-paid healthcare costs, including price controls, restrictions on reimbursement
and requirements for substitution of generic products for branded prescription drugs.

The Affordable Care Act was intended to broaden access to health insurance, reduce or constrain the growth of healthcare
spending, enhance remedies against fraud and abuse, add transparency requirements for the healthcare and health insurance
industries, impose new taxes and fees on the health industry and impose additional health policy reforms. There have been
significant ongoing judicial, administrative, executive and legislative efforts to modify or eliminate the Affordable Care
Act, and the Affordable Care Act has also been subject to challenges in the courts. See the section in our Annual Report
entitled “Business — Government Regulation — Healthcare Reform.”

Further changes to and under the Affordable Care Act remain possible. It is unknown what form any such changes or any
law proposed to replace the Affordable Care Act would take, and how or whether it may affect our business in the future.
We expect that changes to the Affordable Care Act, the Medicare and Medicaid programs, changes allowing the federal
government to directly negotiate drug prices and changes stemming from other healthcare reform measures, especially with
regard to healthcare access, financing or other legislation in individual states, could have a material adverse effect on the
healthcare industry.

Any reduction in reimbursement from Medicare, Medicaid, or other government programs may result in a similar reduction
in payments from private payers. The implementation of cost containment measures or other healthcare reforms may
prevent us from being able to generate revenue and maintain profitability.

Social issues around the abuse of opioids, including law enforcement concerns over diversion of opioids and regulatory
and enforcement efforts to combat abuse, could decrease the potential market for our products and may adversely
impact external investor perceptions of our business.

Law enforcement and regulatory agencies may apply policies and guidelines that seek to limit the availability or use of
opioids. Such efforts may inhibit our ability to continue to commercialize our products.
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Aggressive enforcement and unfavorable publicity regarding, for example, the use or misuse of oxycodone or other opioid
drugs; the limitations of abuse-resistant formulations; the ability of people who abuse drugs to discover previously
unknown ways to abuse opioid drugs, including Xtampza ER, the Nucynta Products and Belbuca; public inquiries and
investigations into prescription drug abuse; litigation; or regulatory activity regarding sales, marketing, distribution or
storage of opioid drugs could have a material adverse effect on our reputation. Such negative publicity could reduce the
potential size of the market for our products, decrease the revenues we are able to generate from their sale and adversely
impact external investor perceptions of our business. Similarly, to the extent opioid abuse becomes less prevalent or less
urgent of a public health issue, regulators and third party payers may not be willing to pay a premium for abuse-deterrent
formulations of opioids.

Federal laws have been enacted to address the national epidemics of prescription opioid abuse and illicit opioid use,
including the Comprehensive Addiction and Recovery Act and the Substance Use-Disorder Prevention that Promotes
Opioid Recovery and Treatment for Patients and Communities Act. These laws are described in more detail in our Annual
Report under the caption “Business — Government Regulation — DEA and Opioid Regulation.”

If the FDA or other applicable regulatory authorities approve generic products with claims that compete with our
products, our sales could decline. 

Once a New Drug Application (“NDA”), including a Section 505(b)(2) application, is approved, the product covered
thereby becomes a “listed drug” which can, in turn, be cited by potential competitors in support of approval of an
abbreviated New Drug Application (“ANDA”). The Federal Food, Drug, and Cosmetic Act, FDA regulations and other
applicable regulations and policies provide incentives to manufacturers to create modified, non-infringing versions of a
drug to facilitate the approval of an ANDA or other application for generic substitutes. These generic equivalents would be
significantly less costly than ours to bring to market and companies that produce generic equivalents are generally able to
offer their products at lower prices. Additionally, under FDORA, FDA will assign therapeutic equivalence ratings for
certain prescription drugs approved via the Section 505(b)(2) NDA pathway with respect to other approved drug products
and it is unclear how assignment of these ratings will impact the market opportunity for our products. Thus, after the
introduction of a generic competitor, a significant percentage of the sales of any branded product are typically lost to the
generic product. Accordingly, competition from generic equivalents to our products would substantially limit our ability to
generate revenues and therefore, to obtain a return on the investments we have made in our products. In the past, we have
initiated litigation with generic competitors that have filed Paragraph IV Certifications challenging certain of our patents.
While we have entered into settlement agreements with certain competitors, we are currently pursuing litigation to defend
against Paragraph IV Certifications related to Belbuca. Refer to Note 16, Commitments and Contingencies, for more
information. We believe that we will continue to be subject to ANDA-related litigation, which can be costly and distracting
and has the potential to impact the long-term value of our products.

In November 2017, the FDA issued a final guidance to assist industry in the development of generic versions of approved
opioids with abuse-deterrent formulations, including recommendations about the types of studies that companies should
conduct to demonstrate that the generic drug is no less abuse-deterrent than its brand-name counterpart. In the second half
of 2018, the FDA posted three revised product-specific guidances related to generic abuse-deterrent opioid formulations,
including one guidance specifically relating to Xtampza ER, which recommend specific in vivo studies and in vitro study
considerations for abuse deterrence evaluations. These guidances are part of the FDA’s wider focus on assisting developers
of generic abuse-deterrent formulations in navigating the regulatory path to market more quickly. Earlier market entry of
generic abuse-deterrent formulations could have a material adverse effect on our business.

Risks Related to Our Dependence on Third Parties 

If the third-party manufacturers of our products fail to devote sufficient time and resources to these products, or their
performance is substandard, and/or we encounter challenges with our dedicated manufacturing suite at our third-party
manufacturer’s site for the manufacturing of Xtampza ER, our costs may be higher than expected and could have a
material adverse effect on our business. 

We do not own any manufacturing facilities in drug development and commercial manufacturing. We currently have no
plans to build our own clinical or commercial scale manufacturing facility and do not have the resources and expertise to
manufacture and test, on a commercial scale, the technical performance of our products. We currently rely, and expect to
continue to rely, on a limited number of experienced personnel and contract manufacturers for our products, as well as
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other vendors to formulate, test, supply, store and distribute our products, and we control only certain aspects of their
activities.

In 2020, we completed the build-out of a dedicated manufacturing suite for Xtampza ER at a site operated by our contract
manufacturing organization, Patheon, part of Thermo Fisher Scientific. This facility requires the maintenance of regulatory
approvals and other costs, all of which we absorb. We cannot guarantee that we will be able to continue to leverage the
dedicated manufacturing suite in a profitable manner. If the demand for Xtampza ER and any future related products never
meets our expectations and forecasts, or if we do not produce the output we plan, we may not be able to realize the return
on investment we anticipated, which would have a negative impact on our financial condition and results of operations.

We have completed the activities required to transition commercial manufacturing for Nucynta ER from Janssen to
Patheon. While we were successful in our regulatory approval and validation activities, we could encounter issues in
obtaining commercial supply from Patheon's facility due to technical problems or challenges obtaining adequate and/or
timely DEA procurement quota.

Although we have identified alternate sources for these services, it would be time-consuming, and require us to incur 
additional costs, to qualify these sources. Our reliance on a limited number of vendors and, in particular, Patheon as our 
single manufacturer for Xtampza ER and Nucynta ER, exposes us to the following risks, any of which could impact 
commercialization of our products, result in higher costs, or deprive us of potential product revenues:  

● Our contract manufacturer, or other third parties we rely on, may encounter difficulties in achieving the volume of
production needed to satisfy commercial demand, may experience technical issues that impact quality or
compliance with applicable and strictly enforced regulations governing the manufacture of pharmaceutical
products, may be affected by natural disasters that interrupt or prevent manufacturing of our products including
the COVID-19 pandemic, may experience shortages of qualified personnel to adequately staff production
operations, may experience shortages of raw materials and may have difficulties finding replacement parts or
equipment;

● Our contract manufacturer could default on their agreement with us to meet our requirements for commercial
supplies of our products and/or we could experience technical problems in the operation of our dedicated
manufacturing suite;

● The use of alternate manufacturers may be difficult because the number of potential manufacturers that have the
necessary governmental licenses to produce narcotic products is limited. Additionally, the FDA and the DEA must
approve any alternative manufacturer of our products, before we may use the alternative manufacturer to produce
commercial supplies;

● It may be difficult or impossible for us to find a replacement manufacturer on acceptable terms quickly, or at all.
Our contract manufacturer and vendors may not perform as agreed or may not remain in the contract
manufacturing business for the time required to produce, store and distribute our products successfully; and

● If our contract manufacturer were to terminate our arrangement or fail to meet our commercial manufacturing
demands, we may be forced to delay our development and commercial programs.

Failure to obtain the necessary active pharmaceutical ingredients, excipients or components necessary to manufacture our
products could adversely affect our ability to continue to commercialize our products, which could in turn adversely affect
our results of operations and financial condition. Likewise, the inability of any of our sole or limited suppliers to provide
components that meet our specifications and requirements could adversely impact our ability to manufacture our products.
In addition, DEA regulations, through the quota procurement process, limit the amount of DEA-controlled active
pharmaceutical ingredient we have available for manufacture. Consequently, we are limited in our ability to maintain an
appreciable safety stock of finished drug product.

Our reliance on third parties reduces our control over our development and commercialization activities but does not
relieve us of our responsibility to ensure compliance with all required legal, regulatory and scientific standards. The FDA
and other regulatory authorities require our products to be manufactured according to current good manufacturing practices
(“cGMP”). Any failure by our third-party manufacturer to comply with cGMP or failure to scale up manufacturing
processes, including any failure to deliver sufficient quantities of products in a timely manner, could lead to inspection
deficiencies, a shortage of commercial product, or potential products liability exposure for any noncompliant distributed
products. Such failure could also be the basis for the FDA to issue a warning or untitled letter,
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withdraw approvals for products previously granted to us, or take other regulatory or legal action, including recall or
seizure, total or partial suspension of production, suspension of ongoing clinical trials, refusal to approve pending
applications or supplemental applications, detention of product, refusal to permit the import or export of products,
injunction, imposing civil penalties or pursuing criminal prosecution.

Any stock out, or failure to obtain sufficient supplies of any of our products, or the necessary active pharmaceutical
ingredients, excipients or components necessary to manufacture each of our products, could adversely affect our ability to
commercialize such products, which could in turn adversely affect our results of operations and financial condition.

Because we currently rely on a sole supplier or limited number of suppliers to manufacture the active pharmaceutical
ingredient of our products, any production problems with any of these suppliers could have a material adverse effect on
us.

We currently rely on a sole supplier or limited number of suppliers to manufacture the active pharmaceutical ingredients of
our products. For example, we presently depend upon a single supplier for the active pharmaceutical ingredient for the
Nucynta Products (tapentadol) and Symproic, and two active pharmaceutical ingredient suppliers for Xtampza ER and
Belbuca. We contract with these suppliers for commercial supply to manufacture our products. Further, our suppliers for
Xtampza ER and the Nucynta Products active pharmaceutical ingredients also supply our primary competitor in the
extended-release oxycodone space, Purdue. Identifying alternate sources of active pharmaceutical ingredients for our
products is generally time-consuming and costly. Any changes that our suppliers make to the respective drug substance raw
materials, intermediates, or manufacturing processes would introduce technical and regulatory risks to our downstream
drug product supply. If our suppliers were to terminate an arrangement for an active pharmaceutical ingredient, or fail to
meet our supply needs (including as a result of any disruptions in personnel or the global supply chain), we might incur
substantial costs and be forced to delay our development or commercialization programs. Any such delay could have a
material adverse effect on our business.

Global supply chain disruptions and shortages may limit manufacturing and commercial supply of our products and
have a material impact on our business.

There are currently global supply chain disruptions and shortages caused by a variety of factors, including the COVID-19
pandemic and geopolitical turmoil, such as the Ukrainian War. While we and our suppliers are still able to receive sufficient
inventory of the key materials and components needed, we could experience pressure on our supply chain, including
shipping delays, higher prices from suppliers, and reduced availability of materials, including excipients and packaging
components. To date, supply chain pressure has not had a material impact on our results of operations. However, if these
disruptions and shortages continue, we may in the future experience a material interruption to our supply chain. Such an
interruption could have a material adverse impact on our business, including but not limited to, our ability to timely
manufacture and distribute our products.

Manufacturing issues may arise that could increase product and regulatory approval costs, delay commercialization or
limit commercial supply. 

In our current commercial manufacturing operations, and as we scale up manufacturing of our products and conduct
required stability testing, we may encounter product, packaging, equipment and process-related issues that may require
refinement or resolution in order to proceed with our planned clinical trials, obtain regulatory approval for commercial
marketing and build commercial supplies. In the future, we may identify impurities, which could result in increased
scrutiny by regulatory authorities, delays in our clinical programs and regulatory approval, increases in our operating
expenses, failure to obtain or maintain approval or limitations in our commercial supply.

We depend on wholesale pharmaceutical distributors for retail distribution of our products; if we lose any of our
significant wholesale pharmaceutical distributors or their distribution network is disrupted, our financial condition and
results of operations may be adversely affected.

A significant percentage of our product shipments are to a limited number of independent wholesale pharmaceutical
distributors. Three of our wholesale pharmaceutical distributors represented greater than 90% of our product shipments for
the year ended June 30, 2023. Our loss of any of these wholesale pharmaceutical distributors’ accounts, or a material
reduction in their purchases or a significant disruption to transportation infrastructure or other means of distribution of our
products, including as a result of the COVID-19 pandemic, could have a material adverse effect on our business,



Table of Contents

58

results of operations, financial condition and prospects. The significance of each wholesale pharmaceutical distributor
account to our business adversely impacts our ability to negotiate favorable commercial terms with each such distributor,
and as a result, we may be forced to accept terms that adversely impact our results of operations.

In addition, these wholesaler customers comprise a significant part of the distribution network for pharmaceutical products
in the United States. This distribution network has undergone, and may continue to undergo, significant consolidation
marked by mergers and acquisitions. As a result, a small number of large wholesale distributors control a significant share
of the market. Consolidation of drug wholesalers has increased, and may continue to increase, competitive and pricing
pressures on pharmaceutical products. We cannot guarantee that we can manage these pricing pressures or that wholesaler
purchases will not fluctuate unexpectedly from period to period. In addition, due to unprecedented and significant
disruptions in the processing of product returns by wholesale pharmaceutical distributors, as further disclosed in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” we formally denied a
significant portion of unprocessed product claims under our return policy. We subsequently received payment for only a
portion of the denied claims and vigorously pursued collections of the full amount of these short-pay receivables. Although
we were able to formally settle a portion of the unprocessed product claims and receive payment therefor, payment for a
significant portion of the unprocessed product claims has not been and is not expected to be received. There can be no
assurance that similar disruptions in the wholesaler distribution network will not occur in the future or if they do, that we
will be able to successfully manage such disruptions.

Our opioid products are subject to post-marketing requirements, which requirements may, in some cases, not be capable
of timely or satisfactory completion without participation in consortia over which we have limited control.

Our opioid products are subject to a comprehensive regulatory scheme, including post-marketing requirements (“PMRs”)
to conduct epidemiological studies and clinical trials. We intend to fulfill our PMRs by virtue of our participation in the
Opioid PMR Consortium (“OPC”). Although we retain discretion in how to discharge such PMRs, the scale and scope of
the studies required by the FDA make it cost prohibitive to discharge these requirements other than by joining the OPC that
was formed to conduct them. We are a member of the OPC and engage in decision-making as a member of that
organization, but do not have a majority. If the OPC fails to conduct sufficiently rigorous studies or is unable to achieve the
patient enrollment or other requirements established by the FDA, we may be unable to satisfy our PMRs and the FDA may
choose to withdraw or otherwise restrict its approval of our opioid products. Such withdrawal or restriction would have an
adverse impact on our business and financial condition.

We have historically relied on third parties to conduct our non-clinical and clinical trials, and may continue to rely upon
third parties for any product candidates we develop or acquire in the future. If these third parties do not successfully
carry out their contractual duties or meet expected deadlines, or if they terminate their agreement with us, we may not
be able to maintain regulatory approval for our products and our business could suffer a material adverse effect. 

We have relied upon and plan to continue to rely upon contract research organizations (“CROs”) to monitor and manage
data for any non-clinical and clinical programs that we may conduct in the future, including the OPC PMR studies
discussed above. We rely on these parties for execution of our non-clinical and clinical trials, and control only certain
aspects of their activities. Nevertheless, we are responsible for ensuring that each of our studies and clinical trials are
conducted in accordance with the applicable protocol, legal, regulatory and scientific standards, and our reliance on the
CROs does not relieve us of our regulatory responsibilities. If we or any of our CROs fail to comply with applicable good
clinical practices (“GCP”) and other regulations, including as a result of any recent changes in such regulations, the clinical
data generated in our clinical trials may be deemed unreliable and the FDA or foreign regulatory authorities may require us
to perform additional clinical trials before approving our marketing applications. In addition, our clinical trials must be
conducted with product produced under cGMP requirements. While we have agreements governing the activities of our
CROs, we have limited influence over their actual performance. Failure to comply with applicable regulations in the
conduct of the clinical trials for our products would have an adverse impact on our commercial efforts.
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Risks Related to Our Business and Strategy

We may not realize all the anticipated benefits from our future acquisitions, and we may be unable to successfully
integrate future acquisitions.

Our growth strategy will, in part, rely on acquisitions. We must plan and manage acquisitions effectively to achieve revenue
growth and maintain profitability in our evolving market. We may not realize all the anticipated benefits from our future
acquisitions, such as increased earnings, cost savings and revenue enhancements, for various reasons, including difficulties
integrating operations and personnel, higher than expected acquisition and operating costs or other difficulties, inexperience
with operating in new geographic regions, unknown liabilities, inaccurate reserve estimates and fluctuations in market
prices.

In addition, integrating acquired businesses and properties involves a number of special risks and unforeseen difficulties
can arise in integrating operations and systems and in retaining and assimilating employees. These difficulties include,
among other things:

● operating a larger organization;
● coordinating geographically disparate organizations, systems, and facilities;
● integrating corporate, technological, and administrative functions;
● diverting management’s attention from regular business concerns;
● diverting financial resources away from existing operations;
● increasing our indebtedness; and
● incurring potential environmental or regulatory liabilities and title problems.

Any of these or other similar risks could lead to potential adverse short-term or long-term effects on our operating results.
The process of integrating our operations could cause an interruption of, or loss of momentum in, the activities of our
business. Members of our management may be required to devote considerable amounts of time to this integration process,
which decreases the time they have to manage our business. If our management is not able to effectively manage the
integration process, or if any business activities are interrupted as a result of the integration process, our business could
suffer.

Our business has been, and we may in the future continue to be, adversely affected by certain events or circumstances
outside our control, including the COVID-19 pandemic and geopolitical turmoil.

Our business has been, and we may in the future continue to be, adversely affected by certain events or circumstances
outside our control. For example, the COVID-19 pandemic has, and may continue to have, a substantial impact on the
delivery of healthcare services in the United States. As the COVID-19 pandemic unfolded, our business was impacted by
several trends, including depressed pain patient office visits compared to pre-COVID periods, which in turn may account
for fewer patients beginning therapy with our products, and labor disruptions that impacted pain offices, which in turn
impacted our access to, and quality of interactions with, such offices. We believe that the disruptions caused by COVID-19
may continue and, despite the Department of Health and Human Services planning for the federal public health emergency
for COVID-19 to expire in May 2023, we expect the trends that emerged as a result of the pandemic to persist in the near to
medium term. These circumstances may result in reduced demand for our products and negatively impact our sales and
results of operations.

In addition, other events or circumstances outside of our control, including macroeconomic conditions such as recession or
depression, inflation, and declines in consumer-spending could result in reduced demand for our products. An economic
downturn could result in business closures, higher levels of unemployment, or declines in consumer disposable income
which could have an impact on the number of patients seeking and receiving treatment for conditions that might otherwise
result in the prescription of our products, as patients may make efforts to avoid or postpone seeking non-essential medical
care to allocate their resources to other priorities or essential items. These circumstances, in addition to the impact of
geopolitical turmoil, social unrest, political instability, terrorism, cyberwarfare or other acts of war, may result in reduced
demand for our products and negatively impact our sales, results of operations, and liquidity.
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Litigation or regulatory action regarding opioid medications could negatively affect our business.

Beginning in 2018, lawsuits alleging damages related to opioids have been filed naming us as a defendant along with other
manufacturers of prescription opioid medications. These lawsuits, filed in multiple jurisdictions, are brought by various
local governments as well as private claimants, against various manufacturers, distributors and retail pharmacies. These
lawsuits generally allege that we had engaged in improper marketing practices related to Xtampza ER and the Nucynta
Products. In March 2022, we entered into a Master Settlement Agreement resolving 27 pending opioid-related lawsuits
brought against us by cities, counties, and other subdivisions in the United States. As part of the Master Settlement
Agreement, we paid $2.75 million to the plaintiffs and the cases were dismissed, with prejudice. In late March 2023, three
new cases were filed in three federal courts, naming us as one of numerous defendants. The plaintiffs are a variety of
municipalities in Florida, Georgia, and Ohio. These new complaints echo the allegations in the prior complaints that were
dismissed or settled, as explained above. We have not yet been served with these complaints, and no schedule has been set.

Certain governmental and regulatory agencies are focused on the abuse of opioid medications, a concern we share, and we
have received Civil Investigative Demands or subpoenas from four state attorneys general investigating our sales and
marketing of opioids and seeking documents relating to the manufacture, marketing and sale of opioid medications. In
December 2021, we entered into an Assurance of Discontinuance with the Massachusetts Attorney General pursuant to
which we provided certain assurances and agreed to pay certain of the Massachusetts Attorney General’s costs of
investigation, in exchange for closure of the investigation and a release of claims pertaining to the subject matter of the
investigation. We are cooperating fully in the open investigations. Managing litigation and responding to governmental
investigations is costly and may involve a significant diversion of management attention. Such proceedings are
unpredictable and may develop over lengthy periods of time. An adverse resolution of any of these lawsuits or
investigations may involve injunctive relief or substantial monetary penalties, either or both of which could have a material
adverse effect on our reputation, business, results of operations and cash flows.

We face substantial competition from other biotechnology and pharmaceutical companies, which may result in others
discovering, developing or commercializing products more successfully than we do. 

Competition in the pain and opioid market is intense. Our competitors include major multinational pharmaceutical
companies, biotechnology companies and universities and other research institutions. Our products compete with oral
opioids, transdermal opioids, local anesthetic patches, stimulants and implantable and external infusion pumps that can be
used for infusion of opioids and local anesthetics. Products of these types are marketed by Actavis, Endo, Mallinckrodt,
Purdue, Teva, and others. Some of these current and potential future competitors may be addressing the same therapeutic
areas or indications as we are. Many of our current and potential future competitors have significantly greater research and
development capabilities than we do, have substantially more marketing, manufacturing, financial, technical, human and
managerial resources than we do, and have more institutional experience than we do. Our competitors have developed or
may develop technologies that are, or may be, the basis for competitive products that are safer, more effective or less costly
than our products. Moreover, oral medications, transdermal drug delivery systems, such as drug patches, injectable
products and implantable drug delivery devices are currently available treatments for chronic pain, are widely accepted in
the medical community and have a long history of use. These treatments will compete with our products and the
established use of these competitive products may limit the potential for our products to receive widespread acceptance.

Commercial sales of our products, and clinical trials of any future product candidates we develop or acquire, may
expose us to expensive product liability claims, and we may not be able to maintain product liability insurance on
reasonable terms or at all.

We currently carry product liability insurance. Product liability claims may be brought against us by patients; clinical trial
participants; healthcare providers; or others using, administering or selling our products. If we cannot successfully defend
ourselves against claims that our products caused injuries, we could incur substantial liabilities. We may not be able to
maintain insurance coverage at a reasonable cost or in an amount adequate to satisfy any liability that may arise. Regardless
of merit or eventual outcome, liability claims may cause us to incur significant costs to defend the litigation.
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Our relationships with customers and payors are subject to applicable anti-kickback, fraud and abuse, transparency,
and other healthcare laws and regulations, which could expose us to criminal sanctions, civil penalties, exclusion from
government healthcare programs, contractual damages, reputational harm, administrative burdens, and diminished
profits and future earnings. 

Healthcare providers, physicians and payors play a primary role in the recommendation and prescription of our products.
Our arrangements with payors and customers may expose us to broadly applicable fraud and abuse and other healthcare
laws and regulations that may constrain the business or financial arrangements and relationships through which we market,
sell and distribute our products and any product candidates for which we may obtain marketing approval. Even though we
do not and will not control referrals of healthcare services or bill Medicare, Medicaid or other third-party payors directly,
we may provide reimbursement guidance and support regarding our products to our customers and patients. Federal and
state healthcare laws and regulations pertaining to fraud and abuse and patients’ rights are and will be applicable to our
business. If a government authority were to conclude that we provided improper advice to our customers and/or encouraged
the submission of false claims for reimbursement, we could face action by government authorities. If our operations are
found to be in violation of any of these laws or any other governmental regulations that may apply to us, we may be subject
to significant civil, criminal and administrative penalties, damages, fines, imprisonment, exclusion from participation in
government funded healthcare programs, such as Medicare and Medicaid, and the curtailment or restructuring of our
operations.

We or the third parties upon whom we depend may be adversely affected by natural disasters and/or health epidemics,
and our business continuity and disaster recovery plans may not adequately protect us from a serious disaster.

Natural disasters could severely disrupt our operations, and have a material adverse effect on our business, results of
operations, financial condition and prospects. If a natural disaster, power outage, health epidemic (such as the COVID-19
pandemic) or other event occurred that prevented us from using all or a significant portion of our facilities, that damaged
critical infrastructure, such as the manufacturing facilities of our third-party contract manufacturers, or that otherwise
disrupted operations, it might become difficult or, in certain cases, impossible for us to continue our business, and any
disruption could last for a substantial period of time.

The disaster recovery and business continuity plans we have in place, and the technology that we may rely upon to
implement such plans, may prove inadequate in the event of a serious disaster or similar event. We may incur substantial
expenses as a result of the limited nature of our disaster recovery and business continuity plans, which could have a
material adverse effect on our business, financial condition and results of operation.

Risks Related to Our Common Stock

The price of our common stock may be volatile and you may lose all or part of your investment.

The market price of our common stock is highly volatile and may be subject to wide fluctuations in response to numerous
factors described in these “Risk Factors,” some of which are beyond our control. The stock market in general, and
pharmaceutical and biotechnology companies in particular, have experienced extreme price and volume fluctuations. Broad
market and industry factors may negatively affect the market price of our common stock, regardless of our business model,
prospects or actual operating performance. The realization of any of these risks, or any of a broad range of other risks
discussed in this report, could have a material adverse effect on the market price of our common stock.

We are subject to anti-takeover provisions in our second amended and restated articles of incorporation and amended
and restated bylaws and under Virginia law that could delay or prevent an acquisition of our company, even if the
acquisition would be beneficial to our shareholders. 

Certain provisions of Virginia law, the state in which we are incorporated, and our second amended and restated articles of
incorporation and amended and restated bylaws could hamper a third party’s acquisition of us, or discourage a third party
from attempting to acquire control of us. These provisions could limit the price that certain investors might be willing to
pay in the future for shares of our common stock. In addition, these provisions make it more difficult for our shareholders
to remove our Board of Directors or management or elect new directors to our Board of Directors.
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If we fail to maintain an effective system of internal control over financial reporting, we may not be able to report our
financial condition, results of operations or cash flows accurately, which may adversely affect investor confidence in us
and, as a result, the value of our common stock. 

The Sarbanes-Oxley Act requires, among other things, that we maintain effective internal control over financial reporting.
We are required, under Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among other things,
the effectiveness of our internal control over financial reporting. If we identify one or more material weaknesses in our
internal control over financial reporting, we will be unable to assert that our internal control over financial reporting is
effective. We cannot assure you that there will not be material weaknesses or significant deficiencies in our internal control
over financial reporting in the future. Any failure to maintain internal control over financial reporting could severely inhibit
our ability to accurately report our financial condition, results of operations or cash flows. Further, we could lose investor
confidence in the accuracy and completeness of our financial reports, the market price of our common stock could decline,
and we could be subject to sanctions or investigations by NASDAQ, the SEC or other regulatory authorities. Failure to
remedy any material weakness in our internal control over financial reporting, or to implement or maintain other effective
control systems required of public companies, could also restrict our future access to capital markets.

Sales of our common stock in the public market, either by us or by our current shareholders, or the perception that
these sales could occur, could cause a decline in the market price of our securities. Moreover, the exercise of options
and other issuances of shares of common stock or securities convertible into or exercisable for shares of common stock
will dilute your ownership interests and may adversely affect the future market price of our common stock. 

Sales of our common stock in the public market, either by us or by our current shareholders, or the perception that these
sales could occur, could cause a decline in the market price of our securities. All of the shares of our common stock held by
our current shareholders may be immediately eligible for resale in the open market either in compliance with an exemption
under Rule 144 promulgated under the Securities Act, or pursuant to an effective resale registration statement that we have
previously filed with the SEC. Such sales, along with any other market transactions, could adversely affect the market price
of our common stock. As of June 30, 2023, there were outstanding options to purchase an aggregate of 1,368,968 shares of
our common stock at a weighted average exercise price of $19.35 per share, of which options to purchase 1,308,248 shares
of our common stock were then exercisable. The exercise of options at prices below the market price of our common stock
could adversely affect the price of shares of our common stock. Additional dilution may result from the issuance of shares
of our common stock in connection with collaborations or manufacturing arrangements or in connection with other
financing efforts.

There can be no assurance that we will repurchase additional shares of our common stock at all or at favorable prices.

In August 2021, our Board of Directors authorized a repurchase program for the repurchase of up to $100 million of shares
of our common stock at any time or times through December 31, 2022 (the “Prior Repurchase Program”). We repurchased
$61.9 million of shares pursuant to the Prior Repurchase Program prior to its expiration on December 31, 2022. On January
1, 2023, our Board of Directors authorized a new share repurchase program for the repurchase of up to $100 million of
shares of our common stock at any time or times through December 31, 2023 (the “2023 Repurchase Program”). Under the
2023 Repurchase Program, we will be permitted to effect repurchases through a variety of methods, including open-market
purchases (including pursuant to a trading plan adopted in accordance with Rule 10b5-1 of the Exchange Act), privately
negotiated transactions, or otherwise in compliance with Rule 10b-18 of the Exchange Act. Although a substantial number
of shares were repurchased pursuant to the Prior Repurchase Program, any future share repurchases under the 2023
Repurchase Program will depend upon, among other factors, our cash balances and potential future capital requirements,
our results of operations and financial condition, the price of our common stock on the NASDAQ Global Select Market,
and other factors that we may deem relevant. We can provide no assurance that we will continue to repurchase shares of our
common stock at favorable prices, if at all.
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Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.

RECENT SALES OF UNREGISTERED SECURITIES

There were no unregistered sales of equity securities during the period covered by this quarterly report on Form 10-Q.

PURCHASE OF EQUITY SECURITIES

The following table sets forth shares of Common Stock repurchased under our Repurchase Program, as well as shares
transferred to us from employees in satisfaction of minimum tax withholding obligations associated with the vesting of
performance share units and restricted stock units during the three months ended June 30, 2023:

Period

Total number
of shares

purchased

Average
Price Paid
per Share

Total number of shares
purchased as part of publicly
announced plans or programs

(1)

Maximum
approximate

dollar value of
shares that
may yet be
purchased
under the
plans or

programs
April 1, 2023 through April 30, 2023  1,855 $  23.67  — $  100,000
May 1, 2023 through May 31, 2023  3,924  22.90  —  100,000
June 1, 2023 through June 30, 2023  3,876  22.18  —  100,000
Total  9,655  (2) $  22.76  —  (2) $  100,000

(1) The 2023 Repurchase Program was announced on January 4, 2023. The 2023 Repurchase Program provides for
the repurchase of up to $100.0 million of outstanding shares of our common stock at any time or times through
December 31, 2023. The 2023 Repurchase Program did not expire during the three months ended June 30, 2023,
nor do we currently plan to terminate the 2023 Repurchase Program prior to expiration. However, there can be no
assurance as to the timing or number of shares of any repurchases in the future.

(2) The difference, if any, between the total number of shares purchased and the total number of shares purchased as
part of a publicly announced program relates to common stock withheld by us for employees to satisfy their tax
withholding obligations arising upon the vesting of performance share units and restricted stock units granted
under our Amended and Restated 2014 Stock Incentive Plan.

Item 3.  Defaults Upon Senior Securities.

None.

Item 4.  Mine Safety Disclosures.

Not applicable.

Item 5.  Other Information.

RULE 10b5-1 TRADING PLANS

During the three months ended June 30, 2023, none of our directors or officers adopted, amended, or terminated a “Rule
10b5-1 trading arrangement” or “non-Rule 10b5-1 trading arrangement,” as each term is defined in Item 408(a) of
Regulation S-K.
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Item 6.  Exhibits.

Exhibit
Number     Exhibit Description

10.1 Third Amendment to Loan Agreement, dated as of June 23, 2023, by and among Collegium Pharmaceutical,
Inc., the guarantors party thereto, BioPharma Credit PLC, and Bio Pharma Credit Investments V (Master) LP,
as lenders.

31.1
 

Certification of Chief Executive Officer pursuant to Rules 13a- 14(a) or 15d-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).

31.2
 

Certification of Chief Financial Officer pursuant to Rules 13a- 14(a) or 15d-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).

32.1
 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith).

32.2
 

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002 (furnished herewith).

101.INS  Inline XBRL Instance Document
101.SCH  Inline XBRL Taxonomy Extension Schema Document
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.

COLLEGIUM
PHARMACEUTICAL, INC.

Date: August 3, 2023 By: /s/ JOSEPH CIAFFONI
Joseph Ciaffoni

Chief Executive Officer
(Principal executive officer)

Date: August 3, 2023 By: /s/ COLLEEN TUPPER
Colleen Tupper

Chief Financial Officer
(Principal financial and accounting

officer)



Exhibit 10.1

Execution Version

THIRD AMENDMENT TO LOAN AGREEMENT

This Third Amendment to Loan Agreement (this “Amendment”), dated as of June 23, 2023 (the “Third
Amendment Effective Date”), is entered into by and among COLLEGIUM PHARMACEUTICAL, INC., a Virginia
corporation (as “Borrower”), the Guarantors from time to time party thereto, BIOPHARMA CREDIT PLC, a public limited
company incorporated under the laws of England and Wales (as the “Collateral Agent”), BPCR LIMITED PARTNERSHIP,
a limited partnership established under the laws of English and Wales (as a “Lender”) and BIOPHARMA CREDIT
INVESTMENTS V (MASTER) LP, a Cayman Islands exempted limited partnership acting by its general partner,
BioPharma Credit Investments V GP LLC (as a “Lender”).

RECITALS

WHEREAS, Borrower, Guarantors, the Collateral Agent and the Lenders have entered into that certain Amended
and Restated Loan Agreement, dated as of March 22, 2022, and amended by that certain Consent and First Amendment to
Loan Agreement, dated as of January 3, 2023, and that certain Second Amendment to Loan Agreement, dated as of February
6, 2023 (as may be further amended, restated, supplemented or otherwise modified from time to time, the “Loan
Agreement”); and

WHEREAS, in accordance with Section 11.5 of the Loan Agreement, Borrower (acting for its own behalf and on
behalf of the other Credit Parties other than Collegium Securities Corporation), Collateral Agent and the Lenders desire to
amend the Loan Agreement on the terms and conditions set forth herein.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing recitals and other good and valuable consideration, the
receipt and adequacy of which is hereby acknowledged, and intending to be legally bound, the parties hereto agree as
follows:

SECTION 1. Definitions; Interpretation.  All capitalized terms used in this Amendment (including in the recitals
hereof) and not otherwise defined herein shall have the meanings assigned to them in the Loan Agreement.  The rules of
interpretation set forth in the first paragraph of Section 13.1 of the Loan Agreement shall be applicable to this Amendment
and are incorporated herein by this reference.

SECTION 2. Amendments to the Loan Agreement.  Effective as of July 1, 2023:

a. The Loan Agreement shall be amended by adding as the fourth paragraph in Section 1 of the Loan
Agreement the following:

“The Collateral Agent does not warrant or accept responsibility for, and shall not have any liability with
respect to (a) the continuation of, administration of, submission of, calculation of or any other matter related to the
Term SOFR Reference Rate, Adjusted Term SOFR or Term SOFR, or any component definition thereof or rates
referred to in the definition thereof, or any alternative, successor or replacement rate thereto (including any
Benchmark Replacement), including whether the composition or characteristics of any such alternative, successor or
replacement rate (including any Benchmark Replacement) will be similar to, or produce the same value or economic
equivalence of, or have the same volume or liquidity as, the Term SOFR Reference Rate, Adjusted Term SOFR,
Term SOFR or any other Benchmark prior to its discontinuance or unavailability, or (b) the effect, implementation or
composition of any Conforming Changes.   The Collateral Agent and its affiliates or other related entities may
engage in transactions that affect the calculation of the Term SOFR Reference Rate, Adjusted Term SOFR, Term
SOFR, any alternative, successor or replacement rate (including any Benchmark Replacement) or any relevant
adjustments thereto, in each case, in a manner adverse to the Borrower.  The Collateral Agent may select information



sources or services in its reasonable discretion to ascertain the Term SOFR Reference Rate, Adjusted Term SOFR,
Term SOFR or any other Benchmark, in each case pursuant to the terms of this Agreement, and shall have no
liability to Borrower, any Lender or any other Person for damages of any kind, including direct or indirect, special,
punitive, incidental or consequential damages, costs, losses or expenses (whether in tort, contract or otherwise and
whether at law or in equity), for any error or calculation of any such rate (or component thereof) provided by any
such information source or service.”

b. The Loan Agreement shall be amended by deleting in their entirety Sections 2.2(b)(i) and (b)(ii) of
the Loan Agreement and replacing them as follows:

“(i) With respect to each Term Loan, Borrower shall make quarterly payments of principal of such Term
Loan commencing on the first Payment Date immediately following the Closing Date and continuing on each
subsequent Payment Date through the Term Loan Maturity Date, in an amount equal to (A) $25,000,000.01 in each
of the first four (4) quarters following the Closing Date and (B) $45,833,333.33 in each of the remaining twelve (12)
quarters thereafter; provided, however, that if any such Payment Date is not a Business Day, the applicable principal
shall be due and payable on the Business Day immediately preceding such date.

(ii) The Term Loans, including all unpaid principal thereunder (and, for the avoidance of doubt, all
accrued and unpaid interest, all due and unpaid Lender Expenses and any and all other outstanding amounts payable
under the Loan Documents), are due and payable in full on the Term Loan Maturity Date; provided, however, that if
such date is not a Business Day, the applicable principal (and any and all other outstanding amounts payable under
the Loan Documents) shall be due and payable on the Business Day immediately preceding such date.  The Term
Loans may be prepaid only in accordance with Section 2.2(c), except as provided in Section 8.1.”

c. The Loan Agreement shall be amended by deleting in its entirety Section 2.2(c)(ii) of the Loan
Agreement and replacing it as follows:

“(ii) Upon a Change in Control, Borrower shall promptly, and in any event no later than ten (10) days
after the consummation of such Change in Control, notify the Collateral Agent in writing of the occurrence of a
Change in Control, which notice shall include reasonable detail as to the nature, timing and other circumstances of
such Change in Control (such notice, a “Change in Control Notice”).  Borrower shall prepay in full all of the Term
Loans advanced by Lenders under this Agreement, no later than ten (10) Business Days after the delivery of such
Change in Control Notice, in an amount equal to the sum of (A) all unpaid principal and any and all accrued and
unpaid interest with respect to the Term Loans (such interest to be calculated based on Term SOFR for the Interest
Period during which such Change in Control is consummated), and (B) any and all amounts payable with respect to
the prepayment under this Section 2.2(c)(ii) pursuant to Section 2.2(e) and Section 2.2(f) (as applicable), together
with any and all other amounts payable or accrued and not yet paid under this Agreement and the other Loan
Documents (including pursuant to Section 2.4).  The Collateral Agent will promptly notify each Lender of its receipt
of the Change in Control Notice, and the amount of such Lender’s Applicable Percentage of such prepayment.”

d. The Loan Agreement shall be amended by deleting in its entirety Section 2.2(g) of the Loan
Agreement and replacing it as follows:

“(g) Any Makewhole Amount or Prepayment Premium payable as a result of any prepayment of the
Term Loans pursuant to Section 2.2(c) or as a result of the acceleration of the maturity of the Term Loans pursuant
to Section 8.1(a), shall be presumed to be the liquidated damages sustained by each applicable Lender as the result
of the early redemption and repayment



of such Term Loan Notes and Borrower agrees that it is reasonable under the circumstances currently existing.
  BORROWER EXPRESSLY WAIVES (TO THE FULLEST EXTENT IT MAY LAWFULLY DO SO) THE
PROVISIONS OF ANY PRESENT OR FUTURE REQUIREMENTS OF LAW THAT PROHIBITS OR MAY
PROHIBIT THE COLLECTION OF ANY MAKEWHOLE AMOUNT OR PREPAYMENT PREMIUM IN
CONNECTION WITH ANY SUCH PREPAYMENT OR ACCELERATION OR OTHERWISE.   Borrower
expressly agrees that (to the fullest extent it may lawfully do so) that: (i) each Makewhole Amount and Prepayment
Premium is reasonable and is the product of an arm’s-length transaction among sophisticated business people, ably
represented by counsel; (ii) each Makewhole Amount and Prepayment Premium shall be payable notwithstanding
the then-prevailing market rates at the time payment thereof is made; (iii) there has been a course of conduct among
Lenders and Borrower giving specific consideration in this transaction for such agreement to pay each Makewhole
Amount and Prepayment Premium; and (iv) Borrower shall be estopped hereafter from claiming differently than as
agreed to in this Section 2.2(g) and Section 8.6.  Borrower expressly acknowledges that its agreement to pay the
Makewhole Amount and Prepayment Premium, as the case may be, to applicable Lenders as herein described is a
material inducement to such Lenders to make any Credit Extension.  Without affecting any of any Lender’s rights or
remedies hereunder or in respect hereof, if Borrower fails to pay the applicable Makewhole Amount or Prepayment
Premium when due, then the amount thereof shall thereafter bear interest until paid in full at the Default Rate.”

e. The Loan Agreement shall be amended by deleting in its entirety Section 2.3(a)(i) of the Loan
Agreement and replacing it as follows:

“(i) Subject to Section 2.3(b) below, the principal amount outstanding under each Term Loan shall
accrue interest at a per annum rate equal to Adjusted Term SOFR for each Interest Period plus the Applicable
Margin (the “Term Loan Rate”), which interest shall be payable quarterly in arrears in accordance with this Section
2.3.”

f. The Loan Agreement shall be amended by deleting in its entirety Section 2.3(a)(iii) of the Loan
Agreement and replacing it as follows:

“(iii) Except as otherwise expressly provided herein, interest is due and payable quarterly on each Interest
Date, as calculated by the Collateral Agent (which calculations shall be deemed correct absent manifest error),
commencing on the Interest Date occurring from and after the Third Amendment Effective Date; provided, however,
that if any such date is not a Business Day, the applicable interest shall be due and payable on the Business Day
immediately preceding such date.”

g. The Loan Agreement shall be amended by deleting in its entirety Section 2.3(a)(iv) of the Loan
Agreement.

h. The Loan Agreement shall be amended by deleting in its entirety Section 2.3(d) of the Loan
Agreement and replacing it as follows:

“(d) Payments.  Except as otherwise expressly provided herein, all Term Loan payments and any other
payments hereunder by (or on behalf of) Borrower shall be made on the date specified herein to such bank account
of each applicable Lender as such Lender (or the Collateral Agent) shall have designated in a written notice to
Borrower delivered on or before the Closing Date (which such notice may be updated by such Lender (or the
Collateral Agent) by written notice to the Borrower from time to time after the Closing Date).  Except as otherwise
expressly provided herein, interest is payable quarterly on each Interest Date. Payments of



principal or interest received after 11:00 a.m. on such date are considered received at the opening of business on the
next Business Day and additional fees or interest, as applicable, shall continue to accrue until paid.   When any
payment is due on a day that is not a Business Day, such payment is due on the immediately preceding Business
Day.  Any and all payments to be made by (or on behalf of) Borrower hereunder or under any other Loan Document,
including payments of principal and interest made hereunder and pursuant to any other Loan Document, and all fees,
expenses, indemnities and reimbursements, shall be made without set-off, recoupment or counterclaim, in lawful
money of the United States and in immediately available funds.”

i. The Loan Agreement shall be amended by deleting in its entirety Section 2.3(e) of the Loan
Agreement and replacing it as follows:

“(e) Conforming Changes.  In connection with the use or administration of Term SOFR, the Collateral
Agent will have the right to make Conforming Changes from time to time and, notwithstanding anything to the
contrary herein or in any other Loan Document, any amendments implementing such Conforming Changes will
become effective without any further action or consent of any other party to this Agreement or any other Loan
Document.   The Collateral Agent will promptly notify Borrower and Lenders of the effectiveness of any
Conforming Changes in connection with the use or administration of Term SOFR.”

j. The Loan Agreement shall be amended by adding as Section 2.3(f) of the Loan Agreement the
following:

“(f) Benchmark Replacement Setting.

(i) Benchmark Replacement.   Notwithstanding anything to the contrary herein or in any other Loan
Document, if a Benchmark Transition Event and its related Benchmark Replacement Date have occurred prior any
setting of the then-current Benchmark, then (x) if a Benchmark Replacement is determined in accordance with
clause (a) of the definition of “Benchmark Replacement” for such Benchmark Replacement Date, such Benchmark
Replacement will replace such Benchmark for all purposes hereunder and under any Loan Document in respect of
such Benchmark setting and subsequent Benchmark settings without any amendment to, or further action or consent
of any other party to, this Agreement or any other Loan Document and (y) if a Benchmark Replacement is
determined in accordance with clause (b) of the definition of “Benchmark Replacement” for such Benchmark
Replacement Date, such Benchmark Replacement will replace such Benchmark for all purposes hereunder and
under any Loan Document in respect of any Benchmark setting at or after 5:00 p.m. (New York City time) on the
fifth (5th) Business Day after the date notice of such Benchmark Replacement is provided to Lenders without any
amendment to, or further action or consent of any other party to, this Agreement or any other Loan Document so
long as the Collateral Agent has not received, by such time, written notice of objection to such Benchmark
Replacement from Lenders comprising the Required Lenders.   If the Benchmark Replacement is Daily Simple
SOFR, all interest payments will be payable on a quarterly basis.

(ii) Conforming Changes.  In connection with the implementation and administration of a Benchmark
Replacement, the Collateral Agent will have the right to make Conforming Changes from time to time and,
notwithstanding anything to the contrary herein or in any other Loan Document, any amendments implementing
such Conforming Changes will become effective without any further action or consent of any other party to this
Agreement or any other Loan Document.



(iii) Notices; Standards for Decisions and Determinations.   The Collateral Agent will promptly notify
Borrower and the Lenders of (A) the implementation of any Benchmark Replacement and (B) the effectiveness of
any Conforming Changes in connection with the use, administration, adoption or implementation of a Benchmark
Replacement.   The Collateral Agent will notify Borrower of (x) the removal or reinstatement of any tenor of a
Benchmark pursuant to sub-clause (iv) below and (y) the commencement of any Benchmark Unavailability Period.
 Any determination, decision or election that may be made by the Collateral Agent or, if applicable, any Lender (or
group of Lenders) pursuant to this Section 2.3(f), including any determination with respect to a tenor, rate or
adjustment or of the occurrence or non-occurrence of an event, circumstance or date and any decision to take or
refrain from taking any action, will be conclusive and binding absent manifest error and may be made in its or their
sole discretion and without consent from any other party to this Agreement or any other Loan Document, except, in
each case, as expressly required pursuant to this Section 2.3(f).

(iv) Unavailability of Tenor of Benchmark.  Notwithstanding anything to the contrary herein or in any
other Loan Document, at any time (including in connection with the implementation of a Benchmark Replacement),
(A) if the then-current Benchmark is a term rate (including the Term SOFR Reference Rate) and either (1) any tenor
for such Benchmark is not displayed on a screen or other information service that publishes such rate from time to
time as selected by the Collateral Agent in its reasonable discretion or (2) the regulatory supervisor for the
administrator of such Benchmark has provided a public statement or publication of information announcing that any
tenor for such Benchmark is not or will not be representative, then the Collateral Agent may modify the definition of
“Interest Period” (or any similar or analogous definition) for any Benchmark settings at or after such time to remove
such unavailable or non-representative tenor and (B) if a tenor that was removed pursuant to sub-clause (A) above
either (1) is subsequently displayed on a screen or information service for a Benchmark (including a Benchmark
Replacement) or (2) is not, or is no longer, subject to an announcement that it is not or will not be representative for
a Benchmark (including a Benchmark Replacement), then the Collateral Agent may modify the definition of
“Interest Period” (or any similar or analogous definition) for all Benchmark settings at or after such time to reinstate
such previously removed tenor.”

k. The Loan Agreement shall be amended by adding as Sections 2.6(f) and 2.6(g) of the Loan
Agreement the following:

“(f) Tax Status of Borrower.  Borrower is currently treated as a corporation for U.S. federal income tax
purposes.   Borrower shall not take any affirmative action (including not making any election under Section
301.7701-3(c) of the Treasury Regulations (or any successor provision) by way of filing an IRS Form 8832) to
change its U.S. entity tax classification without the prior written consent of the Required Lenders.

(g) Tax Reporting Assistance.  Borrower shall use commercially reasonable efforts to assist any Lender
(i) in the computation of accruals with respect to any “original issue discount” or “market discount” arising with
respect to the Term Loans for U.S. federal income tax purposes, and (ii) with its compliance with any associated tax
reporting or filing requirements of such Lender or its partners, members or beneficial owners.”

l. The Loan Agreement shall be amended by deleting in its entirety Section 8.6 of the Loan Agreement
and replacing it as follows:

“8.6 Demand Waiver; Makewhole Amount; Prepayment Premium.  Borrower waives demand, notice
of default or dishonor, notice of payment and nonpayment, notice of any default, nonpayment at maturity, release,
compromise, settlement, extension, or renewal of



accounts, documents, instruments, chattel paper, and guarantees held by the Collateral Agent on which Borrower is
liable. Borrower acknowledges and agrees that if the maturity of all Obligations shall be accelerated pursuant to
Section 8.1(a) by reason of the occurrence of an Event of Default, the applicable Makewhole Amount and
Prepayment Premium that is payable pursuant to Section 2.2(e) and Section 2.2(f), as applicable, shall become due
and payable by Borrower upon such acceleration, whether such acceleration is automatic or is effected by the
Collateral Agent’s or any Lender’s declaration thereof, as provided in Section 8.1(a), and shall also become due and
payable in the event the Obligations are satisfied or released by foreclosure (whether by power of judicial
proceeding), deed in lieu of foreclosure or by any other similar means, and Borrower shall pay the applicable
Makewhole Amount and Prepayment Premium that is payable pursuant to Section 2.2(e) and Section 2.2(f), as
applicable, as compensation to Lenders for the loss of its investment opportunity and not as a penalty, and
Borrower waives any right to object thereto in any voluntary or involuntary bankruptcy, insolvency or similar
proceeding or otherwise.”

m. The Loan Agreement shall be amended by deleting in its entirety Section 11.2(a) of the Loan
Agreement and replacing it as follows:

“(a) Each of the Credit Parties agrees to indemnify and hold harmless each of the Collateral Agent,
Lenders and its and their respective Affiliates (and its or their respective successors and assigns) and each manager,
member, partner, controlling Person, director, officer, employee, agent or sub-agent, advisor and affiliate thereof
(each such Person, an “Indemnified Person”) from and against any and all Indemnified Liabilities; provided,
however, that (i) no Credit Party shall have any obligation to any Indemnified Person hereunder with respect to any
Indemnified Liabilities to the extent such Indemnified Liabilities arise from the bad faith, gross negligence or willful
misconduct of such Indemnified Person (or any of such Indemnified Person’s Affiliates or controlling Persons or any
of their respective directors, officers, managers, partners, members, agents, sub-agents or advisors), in each case, as
determined by a final, non-appealable judgment of a court of competent jurisdiction, (ii) no Credit Party shall have
any obligation to any Indemnified Person hereunder with respect to any Indemnified Liabilities if and to the extent
such Indemnified Liabilities arise from a material breach of any obligation of such Indemnified Person hereunder,
and (iii) no Credit Party shall have any obligation to any Indemnified Person hereunder with respect to any
Indemnified Liabilities if and to the extent such Indemnified Liabilities arise from any claim by one Indemnified
Person against another Indemnified Person that does not relate to any act or omission of Borrower or any Credit
Party (other than against the Collateral Agent or any intercreditor agent in their respective capacities as such), and
(iv) no Credit Party shall be liable for any settlement of any claim or proceeding effected by any Indemnified Person
without the prior written consent of such Credit Party (which consent shall not be unreasonably withheld,
conditioned or delayed), but if settled with such consent or if there shall be a final judgment against an Indemnified
Person, each of the Credit Parties shall, jointly and severally with each other Credit Parties, indemnify and hold
harmless such Indemnified Person from and against any loss or liability by reason of such settlement or judgment in
the manner set forth in this Agreement.  This Section 11.2(a) shall not apply with respect to Taxes other than any
Taxes that represent liabilities, obligations, losses, damages, penalties, claims, costs, expenses and disbursements
arising from any non-Tax claim.”

n. The Loan Agreement shall be amended by deleting in its entirety Section 11.12 of the Loan
Agreement and replacing it as follows:

“11.12 Electronic Execution of Documents.   The words “execution,” “execute,” “signed,” “signature,”
and words of like import in this Agreement and the other Loan Documents shall be deemed to include electronic
signatures or electronic records, each of which shall be of the



same legal effect, validity or enforceability as a manually executed signature or the use of a paper-based
recordkeeping system, as the case may be, to the extent and as provided for in any Requirements of Law, including
the Federal Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures
and Records Act, or any other similar state laws based on the Uniform Electronic Transactions Act.”

o. The Loan Agreement shall be amended by deleting in its entirety each of the definitions of Available
Tenor, Benchmark, Benchmark Replacement, Benchmark Transition Event, CCPA, Closing Date, Daily Simple SOFR, Data
Protection Laws, Governmental Authority, Health Care Laws, Indemnified Liabilities, Interest Date, Interest Period, Lender
Expenses, Payment Date, SOFR and Term SOFR in Section 13.1 of the Loan Agreement and replacing them, in alphabetical
order, as follows:

““Available Tenor” means, as of any date of determination and with respect to the then-current Benchmark,
as applicable, (a) if such Benchmark is a term rate, any tenor for such Benchmark (or component thereof) that is or
may be used for determining the length of an interest period pursuant to this Agreement or (b) otherwise, any
payment period for interest calculated with reference to such Benchmark (or component thereof) that is or may be
used for determining any frequency of making payments of interest calculated with reference to such Benchmark
pursuant to this Agreement, in each case, as of such date and not including, for the avoidance of doubt, any tenor for
such Benchmark that is then-removed from the definition of “Interest Period” pursuant to Section 2.3(e).”

““Benchmark” means, initially, the Term SOFR Reference Rate; provided that if a Benchmark Transition
Event has occurred with respect to the Term SOFR Reference Rate or the then-current Benchmark, then
“Benchmark” means the applicable Benchmark Replacement to the extent that such Benchmark Replacement has
replaced such prior benchmark rate pursuant to Section 2.3(e).”

““Benchmark Replacement” means, with respect to any Benchmark Transition Event, the first alternative
set forth in the order below that can be determined by the Collateral Agent for the applicable Benchmark
Replacement Date:

(a) the sum of (i) Daily Simple SOFR and (ii) 0.26161% (26.161 basis points); or

(b) the sum of: (i) the alternate benchmark rate that has been selected by the Collateral Agent giving
due consideration to (A) any selection or recommendation of a replacement benchmark rate or the mechanism for
determining such a rate by the Relevant Governmental Body or (B) any evolving or then-prevailing market
convention for determining a benchmark rate as a replacement to the then-current Benchmark for Dollar-
denominated syndicated credit facilities and (ii) the related Benchmark Replacement Adjustment;

provided that, if the Benchmark Replacement as determined pursuant to clause (a) or (b) above would be
less than the Floor, the Benchmark Replacement will be deemed to be the Floor for the purposes of this Agreement
and the other Loan Documents.”

““Benchmark Transition Event” means the occurrence of one or more of the following events with respect
to the then-current Benchmark:

(a) a public statement or publication of information by or on behalf of the administrator of such
Benchmark (or the published component used in the calculation thereof) announcing that such administrator has
ceased or will cease to provide all Available Tenors of such Benchmark (or such component thereof), permanently or
indefinitely; provided that, at the time of such statement or publication, there is no successor administrator that will
continue to provide any Available Tenor of such Benchmark (or such component thereof);



(b) a public statement or publication of information by the regulatory supervisor for the administrator of
such Benchmark (or the published component used in the calculation thereof), the Federal Reserve Board, the
Federal Reserve Bank of New York, an insolvency official with jurisdiction over the administrator for such
Benchmark (or such component), a resolution authority with jurisdiction over the administrator for such Benchmark
(or such component) or a court or an entity with similar insolvency or resolution authority over the administrator for
such Benchmark (or such component), which states that the administrator of such Benchmark (or such component)
has ceased or will cease to provide all Available Tenors of such Benchmark (or such component thereof)
permanently or indefinitely; provided that, at the time of such statement or publication, there is no successor
administrator that will continue to provide any Available Tenor of such Benchmark (or such component thereof); or

(c) a public statement or publication of information by the regulatory supervisor for the administrator of
such Benchmark (or the published component used in the calculation thereof) announcing that all Available Tenors
of such Benchmark (or such component thereof) are not, or as of a specified future date will not be, representative.

For the avoidance of doubt, a “Benchmark Transition Event” will be deemed to have occurred with respect
to any Benchmark if a public statement or publication of information set forth above has occurred with respect to
each then-current Available Tenor of such Benchmark (or the published component used in the calculation thereof).”

““CCPA” means the provisions of the California Consumer Privacy Act, as amended by the California
Privacy Rights Act and codified at Cal. Civ. Code § 1798.100 et seq., with any implementing regulations.”

““Closing Date” means the date on which the Term Loans are advanced by Lenders, which is March 22,
2022.”

““Daily Simple SOFR” means, for any day, SOFR, with the conventions for this rate (which will include a
lookback) being established by the Collateral Agent in accordance with the conventions for this rate recommended
by the Relevant Governmental Body for determining “Daily Simple SOFR” for Dollar-denominated bilateral
business loans; provided, that if the Collateral Agent decides that any such convention is not administratively
feasible for the Collateral Agent, then the Collateral Agent may establish another convention in its reasonable
discretion.”

““Data Protection Laws” means, collectively, any and all foreign or domestic (including U.S. federal, state
and local) statutes, ordinances, orders, rules, regulations, judgments, Governmental Approvals, or any other
requirements of Governmental Authorities relating to privacy, security, notification of breaches, or confidentiality of
Personal Data (including individually identifiable information) or other sensitive information, in each case, in any
manner applicable to Borrower or any of its Subsidiaries, including, to the extent applicable, HIPAA, Section 5 of
the FTC Act and other consumer protection laws, GDPR, the Standards for the Protection of Personal Information of
Massachusetts Residents (201 Mass. Code Regs. 17.01), CCPA, and other comprehensive state privacy laws, CMIA
and other U.S. state medical information privacy laws and genetic testing laws.”

““Governmental Authority” means any nation or government, any state or other political subdivision
thereof, any agency (including Regulatory Agencies and data protection authorities), government department,
authority, instrumentality, regulatory body, commission, court, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative functions of or pertaining to government, any securities
exchange and any self-regulatory organization.”



““Health Care Laws” means, collectively: (a) all applicable federal, state or local laws, rules, regulations,
orders, ordinances, statutes and requirements issued under or in connection with Medicare, Medicaid or any other
Government Payor Program; (b) all applicable federal and state laws and regulations governing the privacy, security,
confidentiality, or notification of breaches regarding health information, including HIPAA and Section 5 of the FTC
Act; (c) all applicable federal, state and local fraud and abuse laws of any Governmental Authority, including the
federal Anti-Kickback Statute (42 U.S.C. § 1320a-7(b)), the civil False Claims Act (31 U.S.C. § 3729 et seq.),
Sections 1320a-7 and 1320a-7a of Title 42 of the United States Code and the regulations promulgated pursuant to
such statutes; (d) the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (Pub. L. No. 108-
173) and the regulations promulgated thereunder; (e) the Physician Payment Sunshine Act (42 U.S.C. § 1320a-7h);
(f) all applicable reporting and disclosure requirements arising under the Medicaid Drug Rebate Program (e.g.,
Monthly and Quarterly Average Manufacturer Price, Baseline Average Manufacturer Price, and Rebate Per Unit, as
applicable), Medicare Part B (Quarterly Average Sales Price), Section 602 of the Veteran’s Health Care Act (Public
Health Service 340B Quarterly Ceiling Price), Section 603 of the Veteran’s Health Care Act (Quarterly and Annual
Non-Federal Average Manufacturer Price and Federal Ceiling Price), Best Price, Federal Supply Schedule Contract
Prices and Tricare Retail Pharmacy Refunds, and Medicare Part D; (g) all applicable health care laws, rules, codes,
statutes, regulations, orders, ordinances and requirements pertaining to Medicare or Medicaid; (h) all applicable
federal, state or local laws, rules, regulations, ordinances, statutes and requirements relating to (i) the regulation of
managed care, third party payors and Persons bearing the financial risk for the provision or arrangement of health
care services, (ii) billings to insurance companies, health maintenance organizations and other Managed Care Plans
or otherwise relating to insurance fraud, or (iii) any insurance, health maintenance organization or managed care
Requirements of Law; (i) the interoperability, information blocking, and health information technology certification
regulations promulgated under the 21st Century Cures Act (to the extent effective); (j) CDC regulations (including
regulations implemented by the CDC Division of Select Agents and Toxins (“DSAT”) or otherwise relating to the
Federal Select Agent Program (“FSAP”), such as 7 C.F.R. Part 331, 9 C.F.R. Part 121, and 42 C.F.R. Part 73); and
(k) any other applicable domestic or foreign health care laws, rules, codes, regulations, manuals, orders, ordinances,
and statutes relating to the research, development, testing, approval, licensure, post-approval or post-licensure
monitoring, post-approval or post-licensure requirements, post-approval or post-licensure commitments, reporting,
manufacture, production, packaging, labeling, use, commercialization, marketing, promotion, advertising, importing,
exporting, storage, transport, offer for sale, distribution or sale of or payment for pharmaceutical products.”

““Indemnified Liabilities” means, collectively, any and all liabilities, obligations, losses, damages
(including natural resource damages), penalties, claims, actions, judgments, suits, costs, reasonable and documented
out-of-pocket fees, expenses and disbursements of any kind or nature whatsoever (including the reasonable and
documented fees, expenses and disbursements of one counsel for Indemnified Persons plus, as applicable, one local
legal counsel in each relevant material jurisdiction and one intellectual property legal counsel, and in the case of an
actual or perceived conflict of interest, one additional counsel for such affected Indemnified Persons, in connection
with any investigative, administrative or judicial proceeding or hearing commenced or threatened in writing by any
Person, whether or not any such Indemnified Person shall have commenced such proceeding or hearing or be
designated as a party or a potential party thereto, and any fees or expenses incurred by Indemnified Persons in
enforcing any indemnity hereunder) whether direct, indirect or consequential and whether based on any federal, state
or foreign laws, statutes, rules or regulations, on common law or equitable cause or on contract or otherwise, that
may be imposed on, incurred by, or asserted against any such Indemnified Person, in any manner relating to or
arising out of this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby
(including any Lender’s agreement to make Credit Extensions or



the use or intended use of the proceeds thereof, or any enforcement of any of the Loan Documents (including any
sale of, collection from, or other realization upon any of the Collateral or the enforcement of any guaranty of the
Obligations)).”

““Interest Period” means, with respect to the Term Loans: (a) the period commencing on (and including)
the Closing Date and ending on (and including) the first Interest Date following the Closing Date; and (b) thereafter,
each period beginning on (and including) the first day following the end of the preceding Interest Period and ending
on the earlier of (and including) (i) the next Interest Date and (ii) the Term Loan Maturity Date, provided, however,
that if any such date after the Third Amendment Effective Date is not a Business Day, the applicable Interest Period
shall end on the Business Day immediately preceding such date.”

““Lender Expenses” means, collectively:

(a) all reasonable and documented out-of-pocket fees and expenses of the Collateral Agent and, as
applicable, each Lender (and their respective successors and assigns) and their respective Related Parties (including
the reasonable and documented out-of-pocket fees, expenses and disbursements of any legal counsel, manufacturing
consultants or intellectual property experts (it being agreed that such counsel, consultant or expert fees, expenses and
disbursements shall be limited to one such counsel, one such consultant and one such expert, as applicable, for the
Collateral Agent, Lenders and such Related Parties, taken as a whole and in the case of an actual or perceived
conflict of interest, one additional legal counsel for such affected Indemnified Person) therefor, (i) incurred in
connection with developing, preparing, negotiating, syndicating, executing and delivering, and interpreting,
investigating and administering, the Loan Documents (or any term or provision thereof), any commitment, proposal
letter, letter of intent or term sheet therefor or any other document prepared in connection therewith, (ii) incurred in
connection with the consummation and administration of any transaction contemplated therein, (iii) incurred in
connection with the performance of any obligation or agreement contemplated therein, (iv) incurred in connection
with any modification or amendment of any term or provision of, or any supplement to, or the termination (in whole
or in part) of, any Loan Document, (v) incurred in connection with internal audit reviews and Collateral audits, or
(vi) otherwise incurred with respect to the Credit Parties in connection with the Loan Documents, including any
filing or recording fees and expenses; and

(b) all reasonable and documented out-of-pocket costs and expenses incurred by the Collateral Agent
and each Lender (and their respective successors and assigns) and their respective Related Parties (including the
reasonable and documented out-of-pocket fees, expenses and disbursements of any legal counsel therefor for the
Collateral Agent, Lenders and such Related Parties taken as a whole and in the case of an actual or perceived
conflict of interest, one additional legal counsel for such affected Indemnified Person) in connection with (i) any
refinancing or restructuring of the credit arrangements provided hereunder in the nature of a “work-out,” (ii) the
enforcement or protection or preservation of any right or remedy under any Loan Document, any Obligation, with
respect to any of the Collateral or any other related right or remedy, or (iii) the commencement, defense, conduct of,
intervention in, or the taking of any other action with respect to, any proceeding (including any Insolvency
Proceeding) related to any Credit Party or any Subsidiary of any Credit Party in respect of any Loan Document or
Obligation, or otherwise in connection with any Loan Document or Obligation (or the response to and preparation
for any subpoena or request for document production relating thereto); provided, that, except with respect to an
Insolvency Proceeding, to the extent such enforcement entails the Collateral Agent or any Lender commencing legal
action of any sort against Borrower, any fees and expenses incurred in connection therewith shall only be payable by
Borrower to the extent the Collateral Agent or any Lender is successful in such legal action.



Notwithstanding any of the foregoing, none of the out-of-pocket fees and expenses of the Collateral Agent
or any Lender (or any of their respective successors and assigns) or any of their respective Related Parties incurred
solely in connection with the exercise by the Collateral Agent of its rights under Section 5.7(c)(ii)(z) shall constitute
Lender Expenses.”

““Payment Date” means, with respect to the Term Loans and as the context dictates: (a) the first Interest
Date occurring on or immediately following the Closing Date; (b) thereafter, each succeeding Interest Date until the
Term Loan Maturity Date; and (c) the Term Loan Maturity Date; provided, however, that if any such date is not a
Business Day, the applicable Payment Date shall be on the Business Day immediately preceding such date.”

““SOFR” means a rate equal to the secured overnight financing rate as administered by the SOFR
Administrator.”

““Term SOFR” means, for any day in any calendar month, the Term SOFR Reference Rate for a tenor of
three (3) months on the day (such day, the “Periodic Term SOFR Determination Day”) that is two (2) U.S.
Government Securities Business Days’ prior to the first day of such Interest Period, as such rate is published by the
Term SOFR Administrator; provided, however, that if as of 5:00 p.m. (New York City time) on any Periodic Term
SOFR Determination Day the Term SOFR Reference Rate for the applicable tenor has not been published by the
Term SOFR Administrator and a Benchmark Replacement Date with respect to the Term SOFR Reference Rate has
not occurred, then Term SOFR will be the Term SOFR Reference Rate for such tenor as published by the Term
SOFR Administrator on the first preceding U.S. Government Securities Business Day for which such Term SOFR
Reference Rate for such tenor was published by the Term SOFR Administrator so long as such first preceding U.S.
Government Securities Business Day is not more than three (3) U.S. Government Securities Business Days prior to
such Periodic Term SOFR Determination Day.”

p. The Loan Agreement shall be amended by deleting in its entirety each of the definitions of Alternate
Benchmark Rate, Alternate Benchmark Rate Start Date, Benchmark Replacement Conforming Changes, Early Opt-in
Effective Date, Early Opt-in Election, Interest Rate Determination Date and LIBOR Rate in Section 13.1 of the Loan
Agreement.

q. The Loan Agreement shall be amended by adding, in alphabetical order, each of the following
definitions to Section 13.1 of the Loan Agreement:

““Adjusted Term SOFR” means, for purposes of any calculation, the rate per annum equal to (a) Term
SOFR for such calculation plus (b) the Term SOFR Adjustment; provided that if Adjusted Term SOFR as so
determined shall ever be less than the Floor, then Adjusted Term SOFR shall be deemed to be the Floor.”

““Applicable Margin” means, for any day, as to any Term Loan, a rate per annum equal to seven and one-
half percent (7.50%).”

““Benchmark Replacement Adjustment” means, with respect to any replacement of the then-current
Benchmark with an Unadjusted Benchmark Replacement, the spread adjustment, or method for calculating or
determining such spread adjustment, (which may be a positive or negative value or zero) that has been selected by
the Collateral Agent giving due consideration to (a) any selection or recommendation of a spread adjustment, or
method for calculating or determining such spread adjustment, for the replacement of such Benchmark with the
applicable Unadjusted Benchmark Replacement by the Relevant Governmental Body or (b) any evolving or then-
prevailing market convention for determining a spread adjustment, or method for calculating or



determining such spread adjustment, for the replacement of such Benchmark with the applicable Unadjusted
Benchmark Replacement for Dollar-denominated syndicated credit facilities at such time.”

““Benchmark Replacement Date” means a date and time determined by the Collateral Agent in its
reasonable discretion, which date shall be no later than the earliest to occur of the following events with respect to
the then-current Benchmark:

(a) in the case of clause (a) or (b) of the definition of “Benchmark Transition Event,” the later of (i) the
date of the public statement or publication of information referenced therein and (ii) the date on which the
administrator of such Benchmark (or the published component used in the calculation thereof) permanently or
indefinitely ceases to provide all Available Tenors of such Benchmark (or such component thereof); and

(b) in the case of clause (c) of the definition of “Benchmark Transition Event,” the first date on which
such Benchmark (or the published component used in the calculation thereof) has been determined and announced
by the regulatory supervisor for the administrator of such Benchmark (or such component thereof) to be non-
representative; provided that such non-representativeness will be determined by reference to the most recent
statement or publication referenced in such clause (c) and even if any Available Tenor of such Benchmark (or such
component thereof) continues to be provided on such date.

For the avoidance of doubt, the “Benchmark Replacement Date” will be deemed to have occurred in the
case of clause (a) or (b) above with respect to any Benchmark upon the occurrence of the applicable event or events
set forth therein with respect to all then-current Available Tenors of such Benchmark (or the published component
used in the calculation thereof).”

““Benchmark Unavailability Period” means, the period (if any) (a) beginning at the time that a
Benchmark Replacement Date has occurred if, at such time, no Benchmark Replacement has replaced the then-
current Benchmark for all purposes hereunder and under any Loan Document in accordance with Section 2.3(e) and
(b) ending at the time that a Benchmark Replacement has replaced the then-current Benchmark for all purposes
hereunder and under any Loan Document in accordance with Section 2.3(e).”

““CMIA” means the California Confidentiality of Medical Information Act, codified at Cal. Civ. Code pt.
2.6 § 56 et seq.”

““Conforming Changes” means, with respect to either the use or administration of Term SOFR or the use,
administration, adoption or implementation of any Benchmark Replacement, any technical, administrative or
operational changes (including changes to the definition of “Business Day,” the definition of “U.S. Government
Securities Business Day,” the definition of “Interest Period” or any similar or analogous definition (or the addition of
a concept of “interest period”), timing and frequency of determining rates and making payments of interest, timing
of borrowing requests or prepayment, conversion or continuation notices, the applicability and length of lookback
periods and other technical, administrative or operational matters) that the Collateral Agent decides (after
consultation with Borrower) may be appropriate to reflect the adoption and implementation of any such rate or to
permit the use and administration thereof by the Collateral Agent in a manner substantially consistent with market
practice (or, if the Collateral Agent decides that adoption of any portion of such market practice is not
administratively feasible or if the Collateral Agent determines that no market practice for the administration of any
such rate exists, in such other manner of administration as the Collateral Agent decides is reasonably necessary in
connection with the administration of this Agreement and the other Loan Documents).”

““Floor” means a rate of interest equal to 1.20% per annum.”



““Periodic Term SOFR Determination Day” has the meaning specified in the definition of Term SOFR.”

““Relevant Governmental Body” means the Board of Governors of the Federal Reserve System or the
Federal Reserve Bank of New York, or a committee officially endorsed or convened by the Board of Governors of
the Federal Reserve System or the Federal Reserve Bank of New York, or any successor thereto.”

““SOFR Administrator” means the Federal Reserve Bank of New York (or a successor administrator of the
secured overnight financing rate).”

““Term SOFR Adjustment” means a percentage equal to 0.26161% per annum.”

““Term SOFR Administrator” means CME Group Benchmark Administration Limited (CBA) (or a
successor administrator of the Term SOFR Reference Rate selected by the Collateral Agent in its reasonable
discretion).”

““Term SOFR Reference Rate” means the forward-looking term rate based on SOFR.”

““Third Amendment Effective Date” means July 1, 2023.”

““U.S. Government Securities Business Day” means any day except for (a) a Saturday, (b) a Sunday or (c)
a day on which the Securities Industry and Financial Markets Association recommends that the fixed income
departments of its members be closed for the entire day for purposes of trading in United States government
securities.”

r. The Loan Agreement shall be amended by deleting in its entirety the notice details of each Lender in
Exhibit D of the Loan Agreement and replacing them as follows:

“BPCR LIMITED PARTNERSHIP
c/o Link Group, Company Matters Ltd.
6th Floor
65 Gresham Street
London EC2V 7NQ
United Kingdom
Attn: Company Secretary
Tel: +44 01 392 477 500
Fax: +44 01 392 438 288
Email: biopharmacreditplc@linkgroup.co.uk

with copies (which shall not constitute notice) to:

PHARMAKON ADVISORS, LP
110 East 59th Street, #2800
New York, NY 10022
Attn: Pedro Gonzalez de Cosio
Phone: +1 (212) 883-2296
Fax: +1 (917) 210-4048
Email: pharmakon@pharmakonadvisors.com

and



AKIN GUMP STRAUSS HAUER & FELD LLP
One Bryant Park
New York, NY 10036-6745
Attn: Geoffrey E. Secol
Phone: +1 (212) 872-8081
Fax: +1 (212) 872-1002
Email: gsecol@akingump.com”

“BIOPHARMA CREDIT INVESTMENTS V (MASTER) LP
c/o BioPharma Credit Investments V GP LLC
c/o Walkers Corporate Limited
190 Elgin Avenue,
George Town, Grand Cayman KY1-9008
Attn: Pedro Gonzalez de Cosio

with copies (which shall not constitute notice) to:

PHARMAKON ADVISORS, LP
110 East 59th Street, #2800
New York, NY 10022
Attn: Pedro Gonzalez de Cosio
Phone: +1 (212) 883-2296
Fax: +1 (917) 210-4048
Email: pharmakon@pharmakonadvisors.com

and

AKIN GUMP STRAUSS HAUER & FELD LLP
One Bryant Park
New York, NY 10036-6745
Attn: Geoffrey E. Secol
Phone: +1 (212) 872-8081
Fax: +1 (212) 872-1002
Email: gsecol@akingump.com”

s. The Loan Agreement shall be amended by deleting in its entirety Exhibit B to the Loan Agreement
and replacing it with Exhibit B attached to this Amendment.

SECTION 3. Representations and Warranties; Reaffirmation; Covenant to Deliver.

a. Borrower hereby represents and warrants to each Lender and the Collateral Agent as follows:

(i) Borrower has all requisite power and authority to enter into this Amendment and to carry out the
transactions contemplated hereby.

(ii) This Amendment has been duly executed and delivered by Borrower and is the legally valid and
binding obligation of such Person, enforceable against such Person in accordance with its respective terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization,



moratorium or similar laws relating to or limiting creditors’ rights generally or by general principles of equity.

(iii) The execution, delivery and performance by Borrower of this Amendment have been duly
authorized and do not and will not: (A) contravene the terms of such Person’s Operating Documents; (B) violate any
Requirements of Law, except to the extent that such violation could not, individually or in the aggregate, reasonably be
expected to result in a Material Adverse Change; (C) conflict with or result in any breach or contravention of, or require any
payment to be made under any provision of any security issued by such Person or of any agreement, instrument or other
undertaking to which such Person is a party or affecting such Person or the assets or properties of such Person or any of its
Subsidiaries or any order, writ, judgment, injunction, decree, determination or award of any Governmental Authority by
which such Person or any of its properties or assets are subject, except to the extent that such conflict, breach, contravention
or payment could not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Change; (D)
require any Governmental Approval, or other action by, or notice to, or filing with, any Governmental Authority (except such
Governmental Approvals or other actions, notices and filings which have been duly obtained, taken, given or made on or
before the Third Amendment Effective Date and are in full force and effect), except for those approvals, consents,
exemptions, authorizations or other actions, notices or filings, the failure of which to obtain or make could not, individually
or in the aggregate, reasonably be expected to result in a Material Adverse Change; (E) require any approval, consent,
exemption or authorization, or other action by, or notice to, or filing with, any Person other than a Governmental Authority,
including such Person’s stockholders, members or partners,   (except such approvals, consents, exemptions, authorizations,
actions, notices and filings which have been or will be duly obtained, taken, given or made on or before the Third
Amendment Effective Date and are in full force and effect), except for those approvals, consents, exemptions, authorizations
or other actions, notices or filings, the failure of which to obtain or make could not, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Change; or (F) constitute a material breach of or a material default
under (which such default has not been cured or waived) or an event of default (or the equivalent thereof, however
described) under, or could reasonably be expected to give rise to the cancellation, termination or invalidation of or the
acceleration of such Person’s or any Subsidiary’s obligations under, any Material Contract.

(iv) Both before and immediately after giving effect to this Amendment, no Event of Default or Default
has occurred and is continuing.

b. Borrower hereby ratifies, confirms, reaffirms, and acknowledges its obligations under the Loan
Documents to which it is a party and agrees that the Loan Documents remain in full force and effect, undiminished by this
Amendment, except as expressly provided herein.  By executing this Amendment, Borrower acknowledges that it has read,
consulted with its attorneys regarding, and understands, this Amendment.

c. Borrower hereby agrees to deliver to the Collateral Agent, within two (2) Business Days of the
Third Amendment Effective Date, originally-signed copies of the Second Amended and Restated Term Loan Notes in the
form attached as Exhibit B hereto, in replacement of the Amended and Restated Term Loan Notes, dated March 22, 2022,
issued by Borrower to each Lender (whereupon, the Term Loan Notes, dated March 22, 2022, issued by Borrower to the
each Lender shall be treated as cancelled and of no further force or effect and the Lenders shall promptly destroy any and all
copies or originals of such Term Loan Notes and confirm the same by email to Borrower), the failure of which such delivery
constitutes an Event of Default for all purposes under the Loan Agreement.

SECTION 4. References to and Effect on Loan Agreement.   Except as specifically set forth herein, this
Amendment shall not modify or in any way or affect any of the terms, conditions, covenants, representations and warranties
contained in the Loan Agreement, or any of the rights of the Lenders and



the Collateral Agent therein, which shall remain in full force and effect and are hereby ratified and confirmed in all respects.
 Except as specifically set forth herein, the execution, delivery and effectiveness of this Amendment shall not directly or
indirectly (i) constitute a consent or waiver of any past, present or future breaches, violations or defaults of or under any
provisions of the Loan Agreement nor constitute a novation of any of the Obligations under the Loan Agreement, (ii) amend,
modify or operate as a waiver of any provision of the Loan Agreement or any right, power or remedy of any Lender or the
Collateral Agent, or (iii) constitute a course of dealing or other basis for altering the Loan Agreement or any other Loan
Document.  Except as set forth herein, each of the Lenders and the Collateral Agent reserves all of its rights, powers, and
remedies under the Loan Documents and Requirements of Law.   On and after the Third Amendment Effective Date, all
references in the Loan Agreement to “this Agreement,” “hereto,” “hereof,” “hereunder,” or words of like import shall mean
the Loan Agreement as amended by this Amendment.

SECTION 5. Successors and Assigns.  This Amendment binds and is for the benefit of Borrower, the other Credit
Parties, Lenders and Collateral Agent and each of their respective successors and permitted assigns.

SECTION 6. Governing Law; Venue; Jury Trial Waiver.  This Amendment shall be construed in accordance with
and governed by the law of the State of New York. The provisions of Section 10 (Choice of Law, Venue and Jury Trial
Waiver) of the Loan Agreement shall apply hereto as if more fully set forth herein as if references therein to “this
Agreement” were references to this Amendment.

SECTION 7. Counterparts.  This Amendment may be executed in any number of counterparts and by different
parties on separate counterparts, each of which, when executed and delivered, is an original, and all taken together, constitute
one Amendment. Delivery of an executed counterpart of a signature page of this Amendment by facsimile or other electronic
imaging means (e.g. “pdf” or “tif”) shall be effective as delivery of a manually executed counterpart of this Amendment.
  The words “execution,” “signed,” “signature,” and words of like import in this Amendment shall be deemed to include
electronic signatures or electronic records, each of which shall be of the same legal effect, validity or enforceability as a
manually executed signature or the use of a paper-based recordkeeping system, as the case may be, to the extent and as
provided for under any applicable law, including the Federal Electronic Signatures in Global and National Commerce Act,
the New York State Electronic Signatures and Records Act, or any other similar state laws based on the Uniform Electronic
Transactions Act.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, each of the undersigned has caused this Amendment to be duly executed and delivered
as of the date first above written.

COLLEGIUM PHARMACEUTICAL INC.,
as Borrower and a Credit Party on its own behalf
and on behalf of each other Credit Party (other than
Collegium Securities Corporation)

By: /s/ Joseph Ciaffoni

Name: Joseph Ciaffoni

Title: President and Chief Executive Officer

COLLEGIUM SECURITIES CORPORATION,
as an additional Credit Party

By: /s/ Joseph Ciaffoni

Name: Joseph Ciaffoni

Title: President
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BIOPHARMA CREDIT PLC,
as Collateral Agent

By: Pharmakon Advisors, LP,
its Investment Manager

By: Pharmakon Management I, LLC,
its General Partner

By /s/ Pedro Gonzalez de Cosio
Name:Pedro Gonzalez de Cosio
Title: Managing Member

BPCR LIMITED PARTNERSHIP,
as a Lender

By: Pharmakon Advisors, LP,
its Investment Manager

By: Pharmakon Management I, LLC,
its General Partner

By /s/ Pedro Gonzalez de Cosio
Name:Pedro Gonzalez de Cosio
Title: Managing Member

BIOPHARMA CREDIT INVESTMENTS V (MASTER) LP,
as a Lender

By: Pharmakon Advisors, LP,
its Investment Manager

By: Pharmakon Management I, LLC,
its General Partner

By /s/ Pedro Gonzalez de Cosio
Name:Pedro Gonzalez de Cosio
Title: Managing Member



EXHIBIT B

THIS TERM LOAN NOTE HAS BEEN ISSUED WITH “ORIGINAL ISSUE DISCOUNT” (WITHIN THE
MEANING OF SECTION 1273 OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDED).   HOLDERS OF
THIS TERM LOAN NOTE SHOULD CONTACT COLLEEN TUPPER, 100 TECHNOLOGY CENTER DRIVE, SUITE
300, STOUGHTON, MA 02072, TELEPHONE: (781) 713-3699 IN WRITING TO OBTAIN (1) THE ISSUE PRICE AND
ISSUE DATE OF THIS TERM LOAN NOTE, (2) THE AMOUNT OF ORIGINAL ISSUE DISCOUNT ON THIS TERM
LOAN NOTE AND (3) THE YIELD TO MATURITY OF THIS TERM LOAN NOTE.

SECOND AMENDED AND RESTATED TERM LOAN NOTE

$325,000,000.00 Dated: July 1, 2023

FOR VALUE RECEIVED, the undersigned, COLLEGIUM PHARMACEUTICAL, INC., a Virginia
corporation (“Borrower”), HEREBY PROMISES TO PAY to [BPCR LIMITED PARTNERSHIP] [BIOPHARMA CREDIT
INVESTMENTS V (MASTER) LP] (“Lender”), or its registered assignees, the principal amount of THREE HUNDRED
AND TWENTY-FIVE MILLION DOLLARS AND NO CENTS ($325,000,000.00), plus interest on the aggregate unpaid
principal amount of this Amended and Restated Term Loan Note (this “Term Loan Note”) at a per annum rate equal to
Adjusted Term SOFR for each Interest Period plus the Applicable Margin, and in accordance with the terms of the Amended
and Restated Loan Agreement dated as of March 22, 2022 by and among Borrower, Lender and the other parties thereto (as
may be amended, restated, supplemented or otherwise modified from time to time, the “Loan Agreement”).  If not sooner
paid, the entire principal amount, all accrued and unpaid interest hereunder, all due and unpaid Lender Expenses and any
other amounts payable under the Loan Documents shall be due and payable on the Term Loan Maturity Date; provided,
however, that if such date is not a Business Day, the applicable principal (and any and all other outstanding amounts payable
under the Loan Documents) shall be due and payable on the Business Day immediately preceding such date.  This Second
Amended and Restated Term Loan Note amends and restates in its entirety that certain Amended and Restated Term Loan
Note, dated March 22, 2022, in the aggregate principal amount of three hundred and twenty-five million dollars and zero
cents ($325,000,000.00).  Any capitalized term not otherwise defined herein shall have the meaning attributed to such term
in the Loan Agreement.

Borrower shall make quarterly payments of principal of the Term Loans commencing on the first Payment Date
immediately following the Closing Date and continuing on each subsequent Payment Date through the Term Loan Maturity
Date, in an amount equal to (A) $25,000,000.01 in each of the first four (4) quarters following the Closing Date and (B)
$45,833,333.33 in each of the remaining twelve (12) quarters thereafter; provided, however, that if any such Payment Date is
not a Business Day, the applicable principal shall be due and payable on the Business Day immediately preceding such date.
 The Term Loans, including all unpaid principal thereunder (and, for the avoidance of doubt, all accrued and unpaid interest,
all due and unpaid Lender Expenses and any and all other outstanding amounts payable under the Loan Documents), are due
and payable in full on the Term Loan Maturity Date; provided, however, that if such date is not a Business Day, the
applicable principal (and any and all other outstanding amounts payable under the Loan Documents) shall be due and
payable on the Business Day immediately preceding such date.  Interest shall accrue on this Term Loan Note commencing
on, and including, the date of this Term Loan Note, and shall accrue on this Term Loan Note, or any portion thereof, for the
day on which this Term Loan Note or such portion is paid.  Interest on this Term Loan Note shall be payable in accordance
with Section 2.3 of the Loan Agreement.

Principal, interest and all other amounts due with respect to this Term Loan Note are payable in lawful money of the
United States of America to Lender as set forth in the Loan Agreement and this Term Loan Note.

The Loan Agreement, among other things, (a) provides for the making of secured Term Loans by Lender to
Borrower, and (b) contains provisions for acceleration of the maturity hereof upon the happening of certain stated events.



This Term Loan Note may not be prepaid except as set forth in Section 2.2(c) of the Loan Agreement or as expressly
provided in Section 8.1 of the Loan Agreement.

This Term Loan Note and the obligation of Borrower to repay the unpaid principal amount of this Term Loan Note,
interest thereon, and all other amounts due Lender under the Loan Agreement are secured pursuant to the Collateral
Documents.

Presentment for payment, demand, notice of protest and all other demands and notices of any kind in connection
with the execution, delivery, performance and enforcement of this Term Loan Note are hereby waived.

THIS TERM LOAN NOTE AND ANY CLAIMS, CONTROVERSY, DISPUTE OR CAUSE OF ACTION
(WHETHER IN CONTRACT OR TORT OR OTHERWISE) BASED UPON, ARISING OUT OF OR RELATING TO THIS
TERM LOAN NOTE SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAW OF THE
STATE OF NEW YORK.

Note Register; Ownership of Note.  The ownership of an interest in this Term Loan Note shall be registered on a
record of ownership maintained by Collateral Agent pursuant to Section 2.8(a) of the Loan Agreement.  Notwithstanding
anything else in this Term Loan Note to the contrary, the right to the principal of, and stated interest on, this Term Loan Note
may be transferred only if the transfer is registered on such record of ownership and the transferee is identified as the owner
of an interest in the obligation.  Borrower shall be entitled to treat the registered holder of this Term Loan Note (as recorded
on such record of ownership) as the owner in fact thereof for all purposes and shall not be bound to recognize any equitable
or other claim to or interest in this Term Loan Note on the part of any other Person.

[Signature page follows]



IN WITNESS WHEREOF, Borrower has caused this Term Loan Note to be duly executed by one of its officers
thereunto duly authorized on the date hereof.

BORROWER:

COLLEGIUM PHARMACEUTICAL, INC.,
as Borrower

By: /s/ Joseph Ciaffoni

Name: Joseph Ciaffoni

Title: President and Chief Executive Officer



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT
TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph Ciaffoni, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Collegium Pharmaceutical, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

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

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ JOSEPH CIAFFONI

Joseph Ciaffoni
President and Chief Executive Officer

Date: August 3, 2023



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT
TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Colleen Tupper, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Collegium Pharmaceutical, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

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

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ COLLEEN TUPPER

Colleen Tupper
Executive Vice President and Chief Financial Officer

Date: August 3, 2023



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Collegium Pharmaceutical, Inc. (the “Company”) for the
period ended June 30, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the
undersigned, Joseph Ciaffoni, President and Chief Executive Officer of the Company, hereby certifies, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to their knowledge:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

/s/ JOSEPH CIAFFONI

Joseph Ciaffoni
President and Chief Executive Officer

Date: August 3, 2023



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Collegium Pharmaceutical, Inc. (the “Company”) for the
period ended June 30, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the
undersigned, Colleen Tupper, Executive Vice President and Chief Financial Officer of the Company, hereby certifies,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to their
knowledge:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

  /s/ COLLEEN TUPPER
   
  Colleen Tupper
  Executive Vice President and Chief Financial Officer

Date: August 3, 2023


