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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

XQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, March 31, 2023 2024
or
OTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 001-35814

Harrow, Inc.

(Exact name of registrant as specified in its charter)

Delaware 45-0567010
(State or other jurisdiction of (LR.S. Employer

incorporation or organization) Identification No.)

102 Woodmont Blvd., Suite 610
Nashville, Tennessee 37205
(Address of principal executive offices) (Zip code)

(615) 733-4730
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name on exchange on which registered
Common Stock, $0.001 par value per share HROW The Nasdaq Stock Market LLC
8.625% Senior Notes due 2026 HROWL The Nasdaq Stock Market LLC
11.875% Senior Notes due 2027 HROWM The Nasdaq Stock Market LLC

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes X No (J

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes X No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company. See the definitions
of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Accelerated filer O
Smaller reporting company
Emerging growth company O

Large accelerated filer O
Non-accelerated filer

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards
provided pursuant to Section 13(a) of the Exchange Act. O
Indicate by a check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes (0 No No

As of November 13, 2023 May 10, 2024, there were 85,117,746 35,381.935 shares of the registrant’s common stock, $0.001 par value, outstanding.
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Item 1. Financial Statements

Current assets
Cash and cash equivalents
Investment in Eton Pharmaceuticals
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Capitalized software costs, net
Deferred financing costs
Operating lease right-of-use assets, net
Intangible assets, net
Goodwill
TOTAL ASSETS

ASSETS

PART I
FINANCIAL INFORMATION

HARROW, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Deferred revenue and customer deposits

Current portion of operating lease obligations

Total current liabilities

Operating lease obligations, net of current portion

Accrued expenses, net of current portion

Notes payable, net of unamortized debt discount

TOTAL LIABILITIES
Commitments and contingencies
STOCKHOLDERS’ EQUITY

Common stock, $0.001 par value, 50,000,000 shares authorized, 35,117,621 and 29,901,530 shares issued and

outstanding at September 30, 2023 and December 31, 2022, respectively

Additional paid-in capital
Accumulated deficit

TOTAL HARROW, INC. STOCKHOLDERS’ EQUITY

Noncontrolling interests
TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

ASSETS
Current assets
Cash and cash equivalents
Investment in Eton Pharmaceuticals
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Capitalized software costs, net
Operating lease right-of-use assets, net
Intangible assets, net
Goodwill
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities
Accounts payable and accrued expenses
Accrued rebates and copay assistance
Accrued payroll and related liabilities
Deferred revenue and customer deposits

Current portion of operating lease obligations
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September 30, December 31,
2023 2022
(Unaudited)
65,610,000 $ 96,270,000
8,265,000 5,589,000
18,468,000 6,249,000
8,924,000 6,541,000
9,011,000 3,611,000
110,278,000 118,260,000
3,629,000 3,486,000
2,151,000 2,112,000
— 1,950,000
6,972,000 7,513,000
162,703,000 23,725,000
332,000 332,000
286,065,000 $ 157,378,000
12,772,000 $ 13,771,000
5,319,000 4,025,000
153,000 113,000
785,000 723,000
19,029,000 18,632,000
6,735,000 7,332,000
2,713,000 —
182,186,000 104,174,000
210,663,000 130,138,000
35,000 30,000
200,478,000 137,058,000
(124,756,000) (109,493,000
75,757,000 27,595,000
(355,000) (355,000)
75,402,000 27,240,000
286,065,000 $ 157,378,000
March 31, December 31,
2024 2023
(Unaudited)
$ 68,538,000 74,085,000
7,433,000 8,681,000
28,960,000 37,271,000
10,810,000 10,867,000
9,717,000 9,588,000
125,458,000 140,492,000
3,389,000 3,521,000
2,019,000 2,138,000
6,968,000 6,785,000
157,370,000 159,906,000
332,000 332,000
$ 295,536,000 313,174,000
$ 15,129,000 24,581,000
20,690,000 19,442,000
5,027,000 5,450,000
112,000 75,000
795,000 806,000
4/67
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Total current liabilities 41,753,000 50,354,000
Operating lease obligations, net of current portion 6,716,000 6,524,000
Accrued expenses, net of current portion 2,713,000 2,713,000
Notes payable, net of unamortized debt discount 184,148,000 183,172,000

TOTAL LIABILITIES 235,330,000 242,763,000
Commitments and contingencies
STOCKHOLDERS’ EQUITY

Common stock, $0.001 par value, 50,000,000 shares authorized, 35,380,955 and 35,168,260 shares issued and outstanding at

March 31, 2024 and December 31, 2023, respectively 35,000 35,000

Additional paid-in capital 207,995,000 204,635,000
Accumulated deficit (147,469,000 ) (133,904,000 )

TOTAL HARROW, INC. STOCKHOLDERS’ EQUITY 60,561,000 70,766,000
Noncontrolling interests (355,000) (355,000)

TOTAL STOCKHOLDERS’ EQUITY 60,206,000 70,411,000

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 295,536,000 313,174,000

The accompanying notes are an integral part of these condensed consolidated financial statements
3
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HARROW, INC.

UNAUDITEDCONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months Ended

March 31,
2024 2023

Revenues:

Product sales, net $ 34,508,000 $ 20,453,000

Other revenues 79,000 5,650,000
Total revenues 34,587,000 26,103,000

Cost of sales (10,553,000) (8,271,000)
Gross profit 24,034,000 17,832,000
Operating expenses:

Selling, general and administrative 28,813,000 15,888,000

Research and development 2,149,000 734,000
Total operating expenses 30,962,000 16,622,000
(Loss)income from operations (6,928,000) 1,210,000
Other (expense) income:

Interest expense, net (5,415,000) (4,747,000)

Investment (loss) gain from Eton Pharmaceuticals (1,248,000) 2,042,000

Loss on extinguishment of debt - (5,465,000)

Other income, net 26,000 29,000
Total other expense, net (6,637,000) (8,141,000)
Loss before income tax expense (13,565,000) (6,931,000)

Income tax benefit - 288,000
Net loss (13,565,000) (6,643,000)
Basic and diluted net loss per share of common stock $ (0.38) $ (0.22)
Weighted average number of shares of common stock outstanding, basic and diluted 35,469,638 30,289,730

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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HARROW, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2023 2022 2023 2022

Revenues:

Product sales, net $ 31,809,000 $ 21,575,000 $ 81,804,000 $ 63,433,000

Other revenues 2,456,000 1,248,000 12,034,000 4,833,000
Total revenues 34,265,000 22,823,000 93,838,000 68,266,000

Cost of sales (10,067,000 ) (6,721,000) (28,338,000) (19,218,000)
Gross profit 24,198,000 16,102,000 65,500,000 49,048,000
Operating expenses:

Selling, general and administrative 21,033,000 15,421,000 56,878,000 43,004,000

Research and development 1,421,000 775,000 3,316,000 2,347,000
Total operating expenses 22,454,000 16,196,000 60,194,000 45,351,000
Income (loss) from operations 1,744,000 (94,000) 5,306,000 3,697,000
Other (expense) income:

Interest expense, net (5,749,000) (1,800,000) (16,200,000 ) (5,386,000)

Equity in losses of unconsolidated entities - (3,504,000) - (9,036,000)

Investment gain (loss) from Eton Pharmaceuticals 1,348,000 (1,031,000) 2,676,000 (4,341,000)

Loss on extinguishment of debt - - (5,465,000) -

Other expense, net (195,000) - (344,000) -
Total other expense, net (4,596,000 (6,335,000) (19,333,000 (18,763,000
Loss before income taxes (2,852,000) (6,429,000) (14,027,000) (15,066,000)

Income tax expense (1,539,000 (35,000) (1,236,000) (75,000)
Net loss attributable to Harrow, Inc. $ (4,391,000) $ (6,464,000) $ (15,263,000)  § (15,141,000)
Basic and diluted net loss per share of common stock $ (0.13) $ (0.24) $ (0.48) $ (0.55)
Weighted average number of shares of common stock outstanding,
basic and diluted 34,255,197 27,349,642 31,689,947 27,293,756

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
4
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Balance at
December
31, 2021
Balance at
December
31, 2022

Issuance of
common
stock in
connection
with:
Exercise of
consultant
stock-based
options
Exercise of
employee
stock-based
options
Vesting of
RSUs
Shares
withheld
related to
net share
settlement
of equity
awards
Stock-based
compensation
expense
Net loss
Balance at
September
30, 2022

Balance at
December
31, 2022

Issuance of
common
stock in
connection
with:
Public
offering, net
of offering
costs

HARROW, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
For the periods ended September 30, 2023 Three Months Ended March 31, 2024 and 2022 2023

Total Total

Common Stock Additional Harrow, Inc. Noncontrolling Total Common Stock Addi

Stockholders’ Par Pai
Equity

Par Paid-in
Value Capital

Stockholders’
Equity

Interest
Equity

Accumulated

Shares Deficit Shares Value Ca

26,902,763 $27,000 $106,666,000 $ (95,407,000) $ 11,286,000 $  (355,000) $ 10,931,000

29,901,530 $30,000 $137,(

4,054 - - - - - -

92,261 = 7,000 = 7,000 = 7,000 97,542 =

185,000 1,000 (1,000) . . = - 111,000 .

(109,771)  (1,000) (875,000) . (876,000) - (876,000) (53,702) . (t

5,941,000 = 5,941,000 - 5,941,000 - - 1t

(15,141,000) (15,141,000) = (15,141,000) = =

27,074,307 $27,000 $111,738,000 $(110,548,000) $ 1,217,000 $  (355,000) $ 862,000

29,901,530 $30,000 $137,058,000 $(109,493,000) $ 27,595,000 $  (355,000) $ 27,240,000

3,887,324 4,000 64,516,000 - 64,520,000 - 64,520,000
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Exercise of
consultant
stock-based
options
Exercise of
employee
stock-based
options
Vesting of
RSUs and 1,810,673 2,000 (2,000) - -
PSUs
Shares
withheld
related to
net share (711,152) (1,000) (12,970,000) - (12,971,000)
settlement
of equity
awards

Stock-based

compensation - - 11,521,000 - 11,521,000

expense

Net loss = - - (15,263,000) (15,263,000)

10,000 = 85,000 = 85,000

219,246 = 270,000 = 270,000

= 85,000

- 270,000

= (12,971,000)

= 11,521,000

(15,263,000)

Balance at

September 35,117,621 $35,000 $200,478,000 $(124,756,000) $ 75,757,000 $ (355,000) $ 75,402,000

30, 2023

Balance at
March 31,
2023

Total
Common Stock Additional Harrow, Inc.

Par Paid-in Accumulated Stockholders’
Shares Value Capital Deficit Equity

30,056,370 $30,000 $137,¢

Total
Noncontrolling Total Common Stock Addi

Interest Stockholders’ Par Pai
Equity Equity Shares Value Ca

Balance at

June 30, 27,069,978 $27,000 $109,806,000 $(104,084,000) $ 5,749,000 $ (355,000) $ 5,394,000

2022
Balance at
December
31, 2023
Balance

Issuance of
common
stock in
connection
with:
Exercise of
consultant
stock-based
options
Exercise of
employee
stock-based
options
Stock-based
compensation - - 1,932,000 - 1,932,000
expense
Net loss - - - (6,464,000) (6,464,000)

4,054 - - - -

275 - - - -

35,168,260 $35,000 $204¢

35,168,260 $35,000 $204,¢

- - 46,175 -

= 1,932,000

= (6,464,000)
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Vesting of
RSUs
Shares
withheld
related to
net share
settlement
of equity
awards
Stock-based
compensation
expense

275,000 =

(108,480) = @

Net loss

Balance at
March 31, 35,380,955 $35,000 $207,¢
2024
Balance 35,380,955 $35,000 $207,¢
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
5
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HARROW, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

2023 2022
For the Nine Months Ended For the Three Months Ended
September 30, March 31,
2023 2022 2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES:
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (15,263,000) $ (15,141,000) $(13,565,000) $ (6,643,000)
Adjustments to reconcile net loss to net cash (used in) provided by
operating activities:
Depreciation and amortization of property, plant and equipment,

and software development costs N RURIERD
Adjustments to reconcile net loss to net cash used in operating
activities:
Depreciation and amortization of property, plant and equipment
an(?software development costs POPERP i 432,000 292,000
Amortization of intangible assets 7,634,000 1,200,000 2,554,000 2,207,000
Amortization of operating lease right-of-use assets 541,000 435,000 194,000 177,000
Provision for credit losses 68,000 36,000
(Recovery of) provision for credit losses (85,000) 20,000
Amortization of debt issuance costs and debt discount 2,568,000 585,000 976,000 761,000
Investment (gain) loss from investment in Eton (2,676,000) 4,341,000
Equity in losses of unconsolidated entities - 9,036,000
Investment loss (gain) from investment in Eton 1,248,000 (2,042,000)
Loss on extinguishment of debt 5,465,000 - - 5,465,000
Loss on disposal of intangible assets 22,000 -
Stock-based compensation 11,521,000 5,941,000 4,169,000 1,633,000
Deferred income tax - (288,000)
Changes in assets and liabilities:
Accounts receivable (12,287,000) (2,309,000) 8,396,000 (5,882,000)
Inventories (2,383,000) (1,066,000) 57,000 (2,552,000)
Prepaid expenses and other current assets (4,079,000) (716,000) 321,000 7,000
Accounts payable and accrued expenses 1,584,000 1,534,000
Accounts payable, accrued expenses, accrued rebates and (8,939,000) (212,000)
copay assistance
Accrued payroll and related liabilities 1,294,000 352,000 (423,000) (1,111,000)
Deferred revenue and customer deposits 40,000 99,000 37,000 (46,000)
NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIES (4,856,000) 5,417,000
CASH FLOWS FROM INVESTING ACTIVITIES:
NET CASH USED IN OPERATING ACTIVITIES (4,628,000) (8,214,000)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in patent and trademark assets - (19,000) (18,000) -
Purchase of product NDAs, marketing authorizations and patents (151,084,000) -
Purchase of product NDAs and related patents - (130,474,000)
Purchases of property, plant and equipment (1,266,000) (1,719,000) (92,000) (496,000)
NET CASH USED IN INVESTING ACTIVITIES (152,350,000) (1,738,000) (110,000) (130,970,000)
CASH FLOWS FROM FINANCING ACTIVITIES:
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from 11.875% notes payable, net of costs 4,961,000 - - 4,961,000
Proceeds from Oaktree Loan, net of costs 73,552,000 - - 61,585,000
Payment of.payroll taxes upon vesting of PSUs, RSUs and exercise (12,971,000) (876,000) (1,157,000) (661,000)
of stock options
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Proceeds from exercise of stock options 355,000 7,000 348,000 148,000

Proceeds from B. Riley senior secured note, net of costs 55,879,000 - - 55,879,000
Repayment of B. Riley senior secured note (59,750,000) - = (59,750,000)
Proceeds from public offering of common stock, net of costs 64,520,000 -
Payments on finance lease obligations = (18,000)

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 126,546,000 (887,000)

NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (809,000) 62,162,000

NET CHANGE IN CASH AND CASH EQUIVALENTS (30,660,000) 2,792,000 (5,547,000) (77,022,000)
CASH AND CASH EQUIVALENTS, beginning of period 96,270,000 42,167,000

CASH AND CASH EQUIVALENTS, end of period $ 65,610,000 $ 44,959,000

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 74,085,000 96,270,000
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 68,538,000 $ 19,248,000
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for income taxes $ - $ 75,000 $ - 3 =
Cash paid for interest $ 12,279,000 $ 4,851,000 $ 5,340,000 $ 3,371,000
SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND
FINANCING ACTIVITIES:

Reclassification of deferred financing costs $ 1,950,000 $ - 3 - $ 1,950,000
Accrual of exit fee related to Oaktree Loan $ 2,713,000 $ o $ - $ 2,275,000
Insurance premium financed $ 1,321,000 $ 906,000

Purchase of intangible asset included in accounts payable and accrued $ _ $ 5.000,000

expenses

Purchase of property, plant and equipment included in accounts $ 11,000 $ 86,000 $ 89,000 $ 61,000
payable and accrued expenses

Right-qf-use assets obtained in exchange for new operating lease $ _ $ 2188000 $ 377.000 $ )
obligations

Income taxes owed for exercise of options $ - $ 189,000

Insurance premium financed $ 450,000 $ -

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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HARROW, INC.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For the Three and Nine Months Ended September 30, 2023 March 31, 2024 and 2022 2023

NOTE 1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Company and Background

Harrow, Inc. (together with its consolidated subsidiaries, unless the context indicates or otherwise requires, the “Company” or “Harrow”) is a leading eyecare pharmaceutical company engaged in the
discovery, development, and commercialization of innovative ophthalmic pharmaceutical products for the U.S. market. Harrow helps U.S. eyecare professionals preserve the gift of sight by making
its comprehensive portfolio of prescription and non-prescription pharmaceutical products accessible and affordable to millions of Americans each year. The Company owns commercial rights to one
of the largest portfolios of branded ophthalmic pharmaceutical products in the U.S. that are marketed under its Harrow name. The Company also owns and operates ImprimisRx, one of the nation’s
leading ophthalmology-focused pharmaceutical-compounding businesses.

The Company owns non-controlling equity interests in Surface Ophthalmics, Inc. (“Surface”) and Melt Pharmaceuticals, Inc. (“Melt”), both companies that began as subsidiaries of Harrow. Harrow
also owns royalty rights in various drug candidates being developed by Surface and Melt.

Effective September 29, 2023, the Company changed its corporate name from Harrow Health, Inc. to Harrow, Inc. pursuant to a Certificate of Amendment to the Company’s Amended and Restated
Certificate of Incorporation filed with the Secretary of State of the State of Delaware.
Basis of Presentation

The Company has prepared the accompanying unaudited condensed consolidated financial statements in accordance with accounting principles generally accepted in the United States of America
(“GAAP”) for interim financial information and in accordance with the rules and regulations of the U.S. Securities and Exchange Commission. Accordingly, they do not include all of the information
and footnotes required by GAAP for audited financial statements. In the opinion of management, all adjustments (consisting of only normal recurring adjustments) considered necessary for a fair
presentation have been included. Operating results for the three and nine months ended September 30, 2023 March 31, 2024 are not necessarily indicative of the results that may be expected for the
year ending December 31, 2023 December 31, 2024 or for any other period. For further information, refer to the Company’s audited consolidated financial statements and notes thereto included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2022 December 31, 2023.

The accompanying unaudited condensed consolidated financial statements include the accounts of the Company and its wholly owned and majority-owned subsidiaries.

Harrow consolidates entities in which it has a controlling financial interest. The Company assesses control under the variable interest entity (“VIE”) model to determine whether the Company is the
primary beneficiary of that entity. The Company consolidates (i) entities in which it holds and/or controls, directly or indirectly, more than 50% of the voting rights, and (ii) VIEs for which the
Company is deemed to be the primary beneficiary. All intercompany accounts and transactions have been eliminated in consolidation.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following represents an update for the three and nine months ended September 30, 2023 March 31, 2024 to the significant accounting policies described in the Company’s Annual Report on Form
10-K for the year ended December 31, 2022 December 31, 2023.

Risks, Uncertainties and Liquidity
The Company is subject to certain regulatory standards, approvals, guidelines and inspections which could impact the Company’s ability to make, dispense, and sell certain products. If the Company

was required to cease compounding and selling certain products as a result of regulatory guidelines or inspections, this may have a material impact on the Company’s financial condition, liquidity and
results of operations.

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 13/67
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Credit Losses

The Company estimates and records a provision for its expected credit losses related to its financial instruments, including its trade receivables. Management considers historical collection rates, the
current financial status of the Company’s customers, macroeconomic factors, and other industry-specific factors when evaluating for current expected credit losses. Forward-looking information is
also considered in the evaluation of current expected credit losses. However, because of the short time to the expected receipt of accounts receivable, management believes that the carrying value, net
of expected losses, approximates fair value and therefore, relies more on historical and current analysis of such financial instruments, including its trade receivables.

To determine the provision for credit losses for accounts receivable, the Company has disaggregated its accounts receivable by class of customer at the business component level, as management
determined that risk profile of the Company’s customers is consistent based on the type and industry in which they operate, mainly in the pharmaceuticals industry. Each business component is
analyzed for estimated credit losses individually. In doing so, the Company establishes a historical loss matrix, based on the previous collections of accounts receivable by the age of such receivables,
and evaluates the current and forecasted financial position of its customers, as available. Further, the Company considers macroeconomic factors and the status of the pharmaceuticals industry to
estimate if there are current expected credit losses within its trade receivables based on the trends of the Company’s expectation of the future status of such economic and industry-specific factors.
Also, specific allowance amounts are established based on review of outstanding invoices to record the appropriate provision for customers that have a higher probability of default.

The accounts receivable balance on the Company’s condensed consolidated balance sheet as of September 30, 2023 was $18,468,000, net of $108,000 of allowances. The following table provides a
roll-forward of the allowance for credit losses that is deducted from the amortized cost basis of accounts receivable to present the net amount expected to be collected at September 30, 2023:

Balance at January 1, 2023 $ 73,000
Change in expected credit losses 68,000
‘Write-offs, net of recoveries (33,000)

Balance at September 30, 2023 $ 108,000

Business Combinations and Asset Acquisitions

The Company evaluates acquisitions of assets and other similar transactions to assess whether the transaction should be accounted for as a business combination or asset acquisition by first applying a
screen to determine if substantially all of the fair value of the gross assets acquired is concentrated in a single identifiable asset or group of similar identifiable assets. If the screen is met, the
transaction is accounted for as an asset acquisition. If the screen is not met, further determination is required as to whether the Company has acquired inputs, process, and output, which would meet
the requirements of a business. If determined to be a business combination, the Company accounts for the transaction under the acquisition method of accounting as indicated in Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification (“ASC”).

ASC 805, Business Combinations, requires the acquiring entity in a business combination to recognize the fair value of all assets acquired, liabilities assumed, and any non-controlling interest in the
acquiree and establishes the acquisition date as the fair value measurement point. Accordingly, the Company recognizes assets acquired and liabilities assumed in business combinations, including
any contingent assets and liabilities, and any non-controlling interest in the acquiree based on the fair value estimates as of the date of acquisition. The Company recognizes and measures goodwill as
of the acquisition date, as the excess of the fair value of the consideration paid over the fair value of the identified net assets acquired.

The consideration for the Company’s business acquisitions may include future payments that are contingent upon the occurrence of a particular event or events. The obligation for such contingent
consideration payments are recorded at fair value on the acquisition date. The contingent consideration obligations are then evaluated each reporting period. Changes in the fair value of contingent
consideration, other than changes due to payments, would be recognized as a gain or loss and recorded in the condensed consolidated statement of operations.
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If determined to be an asset acquisition, the Company accounts for the transaction under ASC 805-50, Business Combinations — Related Issues, which requires the acquiring entity in an asset
acquisition to recognize assets acquired and liabilities assumed based on the cost to the acquiring entity or a relative fair value basis, which includes transaction costs in addition to consideration
given. No gain or loss is recognized as of the date of acquisition unless the fair value of non-cash assets given as consideration differs from the assets’ carrying amounts on the acquiring entity’s
financial statements. Consideration transferred that is non-cash will be measured based on either the cost (which shall be measured based on the fair value of the consideration given) or the fair value
of the assets acquired, and liabilities assumed, whichever is more clearly evident and more reliably measurable. Goodwill is not recognized in an asset acquisition and any excess consideration
transferred over the fair value of the net assets acquired is allocated to the identifiable assets based on relative fair values.

Fair Value Measurements

Fair value measurements are determined based on the assumptions that market participants would use in pricing an asset or liability. GAAP establishes a hierarchy for inputs used in measuring fair
value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when available. The established fair value
hierarchy prioritizes the use of inputs used in valuation methodologies into the following three levels:

e Level 1: Applies to assets or liabilities for which there are quoted prices (unadjusted) for identical assets or liabilities in active markets. A quoted price in an active market provides the most
reliable evidence of fair value and must be used to measure fair value whenever available.

e Level 2: Applies to assets or liabilities for which there are significant other observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities.

e  Level 3: Applies to assets or liabilities for which there are significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions that market participants would
use in pricing an asset or liability. For example, Level 3 inputs would relate to forecasts of future earnings and cash flows used in a discounted future cash flows method.

At September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, the Company measured its investment in Eton Pharmaceuticals, Inc. (“Eton”) on a recurring basis. The
Company’s investment in Eton is classified as Level 1 as the fair value is determined using quoted market prices in active markets for the same securities. As of September 30, 2023 March 31, 2024
and December 31, 2022 December 31, 2023, the fair market value of the Company’s investment in Eton was $8,265,000 7,433,000 and $5,589,000 8,681,000, respectively. The Company sold its
remaining interest in April 2024 (see Note 16).

The Company’s 2026 Notes (as defined in Note 13) 11) are carried at face value, including the unamortized premium, less unamortized debt issuance costs, the 2027 Notes (as described in Note
13) 11) are carried at face value less unamortized debt issuance costs, and the Oaktree Loan (as defined in Note 13) 11) is carried at face value less the original issue discount and unamortized debt
issuance costs on the condensed consolidated balance sheets and the Company presents fair value for disclosure purposes only. The 2026 Notes and 2027 Notes are classified as Level 1 instruments as
the fair value is determined using quoted market prices in active markets for the same securities. The Oaktree Loan is classified as a Level 2 instrument and its fair value is determined through an
income approach that considers collateral coverage, yield calibration, yield analysis and any adjustments to implied yield associated with the Company’s fundamental measures.

The following table presents the estimated fair values and the carrying values:

September 30, 2023 December 31, 2022 March 31, 2024 December 31, 2023
Carrying Value Fair Value Carrying Value Fair Value Carrying Fair Value Carrying Fair Value
Value Value
2026 Notes $ 73,020,000 $ 71,760,000 $ 72,436,000 $ 71,550,000 $73,413,000 $73,560,000 $73,218,000 $ 70,260,000
2027 Notes $ 37,234,000 $ 41,297,000 $ 31,738,000 $ 35,112,000 $37,591,000 $41,860,000 $37,413,000 $ 40,363,000
Oaktree Loan $ 71,932,000 $ 75,973,000 $ - $ - $73,144,000 $76,725,000 $72,541,000 $ 76,627,000

The Company’s other financial instruments include cash and cash equivalents, accounts receivable, accounts payable and accrued expenses, accrued payroll and related liabilities, deferred revenue
and customer deposits and operating lease liabilities. The carrying amount of these financial instruments, except for operating lease liabilities, approximates fair value due to the short-term maturities
of these instruments. Based on borrowing rates currently available to the Company, the carrying value of the operating lease liabilities approximate their respective fair values.
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Basic and Diluted Net Loss per Common Share

Basic net loss per common share is computed by dividing net loss attributable to common stockholders for the period by the weighted average number of common shares outstanding during the
period. Diluted net loss per share is computed by dividing the net loss attributable to common stockholders for the period by the weighted average number of common and common equivalent shares,
such as stock options, restricted stock units (“RSUs”), performance stock units (“PSUs”), and warrants, outstanding during the period. Common equivalent shares (using the treasury stock method)
from stock options, unvested RSUs, unvested PSUs and warrants were 4,588,982 4,318,057 and 5,622,997 4,750,340 at September 30, 2023 March 31, 2024 and 2022, 2023, respectively, and are
excluded in the calculation of diluted net loss per common share for the periods presented, because the effect is anti-dilutive. Included in the basic and diluted net loss per share calculation were RSUs
awarded to directors that had vested, but the issuance and delivery of the shares are deferred until the director resigns. The number of shares underlying vested RSUs at September 30, 2023 March 31,
2024 and 2022 2023 was 244,352 223,928 and 303,454 336,264, respectively.
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The following table shows the computation of basic net loss per share of common stock for the three and nine months ended September 30, 2023 March 31, 2024 and 2022: 2023:
STOCK

2023 2022 2023 2022 2024 2023
For the Three Months Ended For the Nine Months Ended September  For the Three Months Ended
September 30, 30, March 31,

2023 2022 2023 2022 2024 2023
Numerator — net loss $ (4,391,000) $ (6,464,000) $  (15,263,000) $  (15,141,000) $(13,565,000) $ (6,643,000)
Denominator — weighted average
number of shares outstanding, basic 34,255,197 27,349,642 31,689,947 27,293,756 35,469,638 30,289,730
and diluted
Net loss per share, basic and diluted  $ 0.13) $ (0.24) $ (0.48) $ (0.55) $ (0.38) $ (0.22)

Income Taxes

The Company’s effective tax rate was (8.81) (0.11)% and (0.50) 4.16% for the nine three months ended September 30, 2023 March 31, 2024 and 2022, 2023, respectively. The Company’s effective tax
rate for the nine three months ended September 30, 2023 March 31, 2024 and 2022 2023 differs from the U.S. federal statutory tax rate of 21% due to state taxes, permanent book-tax differences
related to Internal Revenue Code of 1986, as amended (“IRC”), Section 162(m) excess officer compensation limitation and share-based compensation and the change in valuation allowance.

The Company’s effective tax rate was (53.96)% and (0.54)% for the three months ended September 30, 2023, and 2022, respectively. The Company’s effective tax rate for the three months ended
September 30, 2023, and 2022 differs from the U.S. federal statutory tax rate of 21% due to state taxes, permanent book-tax differences related to IRC Section 162(m) excess officer compensation
limitation and share-based compensation and change in valuation allowance.
As of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, there were no unrecognized tax benefits included in the condensed consolidated balance sheets that would, if
recognized, affect the effective tax rate.
Investment in Eton Pharmaceuticals, Inc.
As of September 30, 2023, the Company owned 1,982,000 shares of Eton common stock (representing less than 10% of the equity interests of Eton as of such date). At September 30, 2023, the fair
market value of Eton’s common stock was $4.17 per share. In accordance with ASC 321, Investments — Equity Securities, the Company recorded unrealized holding gains (losses) from its Eton
common stock position of $1,348,000 and $2,676,000 during the three and nine months ended September 30, 2023, respectively, and $(1,031,000) and $(4,341,000) during the same periods in 2022,
respectively, related to the change in fair market value of its investment in Eton during the measurement period. As of September 30, 2023, the fair market value of the Company’s investment in Eton
was $8,265,000.

10

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 17/67
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Investment in Melt Pharmaceuticals, Inc. — Related Party

As of September 30, 2023, the The Company owns 3,500,000 shares of common stock and 2,334,256 shares of preferred stock of Melt (representing in aggregate approximately 36 46% of the Melt’s
equity interests of Melt as of such date). March 31, 2024). The Company analyzes its investment in Melt and related agreements on a regular basis to evaluate its position of variable interests in Melt.
The Company has determined that it does not have the ability to control Melt, however it has the ability to exercise significant influence over the operating and financial decisions of Melt and uses the
equity method of accounting for this investment. Under this method, the Company recognizes its portion of earnings and losses in Melt in its condensed consolidated financial statements and adjusts
the carrying amount of its investment in Melt accordingly. Any intra-entity profits and losses are eliminated. During the year ended December 31, 2021, the Company reduced the carrying value of its
common stock investment in Melt to $

0as

On a result of the Company recording its share of equity losses in Melt since its deconsolidation in 2019. As of September 30, 2023, and at the time of entering into the Melt Loan Agreement (see
Note 5), the Company owned 100% of Melt’s indebtedness. Following the reduction of quarterly basis, management assesses whether there are any indicators that the carrying value of the Company’s
common stock investment equity method investments may be other than temporarily impaired. Indicators include financial condition, operating performance, and near-term prospects of the investee.
To the extent indicators suggest that a loss in Melt to $0, value may have occurred, the Company began recording 100% will evaluate both quantitative and qualitative factors to determine if the loss in
value is other than temporary. If a potential loss in value is determined to be other than temporary, the Company will recognize an impairment loss based on the estimated fair value of the equity
method losses of Melt, based on investments. The Company has no other investments other than its ownership of Melt’s total indebtedness. In addition, the Company treats interest paid in kind on the
Melt Loan Agreement as an in-substance capital contribution common stock and reduces its investment preferred stock positions in Melt accordingly, rather than recording interest income. The
Company has and no other requirements to advance funds to Melt.

The following table summarizes the Company’s investments in Melt as of September 30, 2023 March 31, 2024:

Share of

Cost S.hare of Paid-in-Kind In-subs.tance Net . Cost Equity NeF
Equity Method Capital Carrying Method Carrying
Basis Losses Interest Contributions Value Basis Losses Value
Common stock $ 5,810,000 $ (5,810,000) $ - % $ - $ 5,810,000 $ (5,810,000) $ =
Note receivable 13,500,000 (23,500,000) 4,265,000 (4,265,000) -
Preferred stock 18,397,000 (18,397,000) -
$ 19,310,000 $ (19,310,000) $ 4,265,000 $ (4,265,000) $ - $24,207,000 $(24,207,000) $ =

See Note 54 for more information and related party disclosure regarding Melt.

Investment in Surface Ophthalmics, Inc. — Related Party

As of September 30, 2023, the Company owned 3,500,000 common shares of Surface (representing approximately 20% of the equity interests of Surface as of such date) and uses the equity method
of accounting for this investment, as management has determined that the Company has the ability to exercise significant influence over the operating and financial decisions of Surface. Under this
method, the Company recognizes earnings and losses in Surface in its condensed consolidated financial statements and adjusts the carrying amount of its investment in Surface accordingly. The
Company’s share of earnings and losses are based on the Company’s ownership interest of Surface. Any intra-entity profits and losses are eliminated. During the year ended December 31, 2021, the
Company reduced its common stock investment in Surface to $0 as a result of the Company recording its share of equity losses of Surface. The Company has no other investments in Surface and no
other requirements to advance funds to Surface.

The following table summarizes the Company’s investment in Surface as of September 30, 2023:

Cost Share of Equity Net Carrying
Basis Method Losses Value
Common stock $ 5,320,000 $ (5,320,000)  $ -
See Note 6 for more information and related party disclosure regarding Surface.
119
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Recently Adopted Accounting Pronouncements

In September 2016, FASB issued Accounting Standards Update (“ASU”) 2016-13, Measurement of Credit Losses on Financial Instruments. This ASU replaces the incurred loss impairment
methodology in current GAAP with a methodology that reflects expected credit losses and requires consideration of a broader range of reasonable and supportable information for credit loss estimates
on certain types of financial instruments, including trade receivables. In addition, new disclosures are required. The ASU, as subsequently amended, is effective for the Company for the fiscal years
beginning after December 15, 2022. The Company adopted ASU 2016-13 on January 1, 2023. Based on the composition of the Company’s accounts receivable, investment portfolio, and other
financial assets, including current market conditions and historical credit loss activity, the adoption of this standard did not have a material impact on the Company’s consolidated financial statements
or disclosures. Specifically, the Company’s estimate of expected credit losses as of September 30, 2023, using its expected credit loss evaluation process described above, resulted in no adjustments to
the provision for credit losses and no cumulative-effect adjustment to accumulated deficit on the adoption date of the standard.

Accounting Guidance Issued but Not Adopted at September 30, 2023 March 31, 2024

In August 2023, FASBthe Financial Accounting Standards Board (“FASB”) issued ASU Accounting Standards Update (“ASU”) 2023-05, Business Combinations—Joint Venture Formations
(Subtopic 805-60): Recognition and Initial Measurement, which applies to the formation of entities that meet the definition of a joint venture (or a corporate joint venture) and requires joint ventures
to initially measure all contributions received upon formation at fair value. The new guidance does not impact accounting by the venturers. The new guidance is applicable to joint venture entities
with a formation date on or after January 1, 2025 on a prospective basis. Joint ventures formed prior to the effective date may elect to apply the new guidance retrospectively back to their original
formation date. We The Company will apply the guidance in ASU 2023-05 prospectively to any future arrangements meeting the definition of a joint venture.

In October 2023, FASB issued ASU 2023-06, Disclosure Improvements—Codification Amendments in Response to the SEC’s Disclosure Update and Simplification Initiative. This ASU modifies the
disclosure or presentation requirements of a variety of topics in the codification by aligning them with the SEC’s regulations. The amendments to the various topics should be applied prospectively,
and the effective date for the Company for each amendment will be determined based on the effective date of the SEC’s removal of the related disclosure from Regulation S-X or Regulation S-K. If
the SEC has not removed the applicable requirement by June 30, 2027, then the related amendment in ASU 2023-06 will be removed from the codification and will not become effective. Early
adoption of this ASU is prohibited. The Company does not expect the amendments in this ASU to have a material impact on the disclosures or presentation in its consolidated financial statements.

In November 2023, FASB issued ASU 2023-07, Segment Reporting (Topic 280) - Improvements to Reportable Segment Disclosures, which enhances the disclosures required for operating segments
in the Company’s annual and interim consolidated financial statements. ASU 2023-07 is effective for the Company in our annual reporting for fiscal 2024 and for interim period reporting beginning
in fiscal 2025 on a retrospective basis, with all required disclosures to be made for all prior periods presented in the consolidated financial statements. Early adoption is permitted. The Company is
currently evaluating the impact of ASU 2023-07 on its consolidated financial statements.

In December 2023, FASB issued ASU 2023-09, Income Taxes (Topic 740) - Improvements to Income Tax Disclosures, which enhances the disclosures required for income taxes in the Company’s
annual consolidated financial statements. Notably, this ASU requires entities to disclose specific categories in the effective tax rate reconciliation and provide additional information for reconciling
items that meet a quantitative threshold. ASU 2023-09 is effective for the Company in its annual reporting for fiscal year 2025 on a prospective basis. Early adoption and retrospective reporting are
permitted. The Company is currently evaluating the impact of ASU 2023-09 on its consolidated financial statements.

Reclassifications

Certain prior period items and amounts have been reclassified to conform to the classifications used to prepare the condensed consolidated financial statements for the current period. These
reclassifications had no material impact on the Company’s condensed consolidated financial position, results of operations, or cash flows as previously reported.

NOTE 3. REVENUES

The Company accounts for contracts with customers in accordance with ASC 606, Revenue Revenues from Contracts with Customers. The Company has three primary streams of revenue: (1) product
revenues, including revenue recognized from sales of products through its pharmacy and outsourcing facility and sales of branded products to wholesalers through a third-party logistics (“3PL”)
partner, (2) revenue recognized from a commission agreement with a third party, transfer of acquired product sales and profits in 2023, and (3) revenue recognized from intellectual property licenses
and asset purchase agreements. related arrangements.

Product Revenues

The Company sells prescription medications directly through its pharmacy, outsourcing facility and 3PL partner. Revenue from the Company’s pharmacy services includes: (i) the portion of the price

the client pays directly to the Company, net of any volume-related or other discounts paid back to the client, (ii) the price paid to the Company by individuals, and (iii) customer copayments made
directly to the pharmacy network. Sales taxes are not included in revenue. Following the core principles of ASC 606, the Company has identified the following:

1. Identify the contract(s) with a customer: A contract is deemed to exist when the customer places an order through receipt of a prescription, via an online order or via receipt of a purchase order
from a customer. For branded products, orders are received through the Company’s 3PL partner, and the customer takes title of the products via formal purchase orders placed and fulfilled.
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2. Identify the performance obligations in the contract: Obligations for fulfillment of the Company’s contracts consist of delivering the product to customers at their specified destination. For
shipping and handling activities under ASC 606, if the customer takes control of the goods after shipment, shipping and handling activities would always be considered a fulfillment activity and
not treated as a separate performance obligation. If the customer takes control of the goods before shipment, entities must make an accounting policy election to treat shipping and handling
activities as either a fulfillment cost or as a separate performance obligation. The Company has elected to treat its shipping and handling activities as a fulfillment cost.

3. Determine the transaction price: The transaction price is based on an amount that reflects the consideration to which the Company expects to be entitled, net of accruals for estimated rebates,
wholesaler chargebacks, discounts, copay assistance and other deductions (collectively, sales deductions) and an estimate for returns and replacements established at the time of sale. The
Company utilizes the services of a third-party professional services firm to estimate rebates and chargebacks associated with sales of its branded products. The transfer of promised goods is
satisfied within a year, and therefore there are no significant financing components. There is no non-cash consideration related to product sales.

4. Allocate the transaction price to the performance obligations in the contract: Because there is only one performance obligation for product sales, no allocation is necessary.

5. Recognize revenue when (or as) the entity satisfies a performance obligation: Revenue from products is recognized upon transfer of control of a product to a customer. This generally occurs upon
shipment unless contractual terms with a customer state that transfer of control occurs at delivery.
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Commission Revenues

The Company had entered into an agreement whereby it was paid a fee calculated based on sales the Company generates from a pharmaceutical product that is owned by a third party. The revenue
earned from this arrangement was recognized, at which point there was no future performance obligation required by the Company and no consequential continuing involvement on the Company’s
part to recognize the associated revenue.

Revenues From Transfer of Acquired Product Sales and Profits

The Company has entered into agreements whereby it purchased the exclusive commercial rights to assets associated with certain ophthalmic products from other pharmaceutical companies (the
“Sellers”). During a temporary, transition period, the Sellers continue to manufacture and market these products and transfer the net profit from the sale of the products to the Company. The revenue
recognized by the Company from the transfer of net profit was recognized at the time profit from the product sales were calculated by the Sellers and confirmed by the Company, typically on a
monthly basis, at which point there is no future performance obligation required by the Company and no consequential continuing involvement on the Company’s part to recognize the associated
revenue. On a quarterly basis, the Sellers invoice the Company for all credits and reimbursements (“Chargebacks”) made to customers related to the products. The Company uses historical actual
experience to estimate Chargebacks associated with the net sales and profit transferred. The estimated Chargebacks are recorded as a reduction in revenues from transfer of acquired product sales and
profits in the Company’s condensed consolidated statements of operations, and recorded as a reduction to accounts receivable in the condensed consolidated balance sheets, at the time the revenue is
recognized.

Intellectual Property License and Related Arrangements Revenues

The As of March 31, 2024, the Company currently holds five intellectual property licenses and related agreements arrangements pursuant to which the Company has agreed to license or sell to a
customer with the right to access the Company’s intellectual property. License arrangements may consist of non-refundable upfront license fees, data transfer fees, research reimbursement payments,
exclusive license rights to patented or patent pending compounds, technology access fees, and various performance or sales milestones. These arrangements can be multiple-element arrangements, the
revenue of which is recognized at the point in time that the performance obligation is met.

Non-refundable fees that are not contingent on any future performance by the Company and require no consequential continuing involvement on the part of the Company are recognized as revenue
when the license term commences and the licensed data, technology, compounded drug preparation and/or other deliverables are delivered. Such deliverables may include physical quantities of
compounded drug preparations, design of the compounded drug preparations and structure-activity relationships, the conceptual framework and mechanism of action, and rights to the patents or
patent applications for such compounded drug preparations. The Company defers recognition of non-refundable fees if it has continuing performance obligations without which the technology, right,
product or service conveyed in conjunction with the non-refundable fee has no utility to the licensee and that are separate and independent of the Company’s performance under the other elements of
the arrangement. In addition, if the Company’s continued involvement is required, through research and development services that are related to its proprietary know-how and expertise of the
delivered technology or can only be performed by the Company, then such non-refundable fees are deferred and recognized over the period of continuing involvement. Guaranteed minimum annual
royalties are recognized on a straight-line basis over the applicable term.
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Revenue disaggregated by revenue source for the three and nine months ended September 30, 2023 March 31, 2024 and 2022 2023 consisted of the following:

2023 2022 2023 2022 2024 2023
For the Three Months Ended For the Nine Months Ended Hogthe I'IE':::IMonths
September 30, September 30, March 31,

2023 2022 2023 2022 2024 2023
Product sales, net $ 31,809,000 $ 21,575,000 $ 81,804,000 $ 63,433,000 $ 34,508,000 $20,453,000
Commission revenues - 1,044,000 - 3,576,000
Transfer of acquired product 2,456,000 204,000 12,034,000 1,257,000
sales/profit

Other revenues (including transfer of
acquired product sales/profit)

Total revenues $ 34,265,000 $ 22,823,000 $ 93,838,000 $ 68,266,000 $ 34,587,000 $ 26,103,000

79,000 5,650,000

Deferred revenue and customer deposits at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 were $153,000 112,000 and $113,000 75,000, respectively. All deferred
revenue and customer deposit amounts at December 31, 2022 December 31, 2023 were recognized as revenue during the nine three months ended September 30, 2023 March 31, 2024.

NOTE 4.RECENT PRODUCT ACQUISITIONS, LICENSES AND DIVESTITURES
Acquisition of VEVYE™ U.S. and Canadian Commercial Rights
In July 2023, the Company acquired commercial rights of VEVYE (cyclosporine ophthalmic solution) 0.1%, an ophthalmic drug product, for the U.S. and Canadian markets (the “VEVYE
Acquisition”). The Company acquired the commercial rights to VEVYE by entering into a license agreement with Novaliqg GmbH (“Novaliq”). As consideration, the Company made initial payments
to Novaliq totaling $8,000,000 and will pay low double-digit royalties on net sales of VEVYE along with potential commercial milestone payments.
The Company accounted for the VEVYE Acquisition as an acquisition of assets and capitalized the initial payments of $8,000,000 and costs of $70,000 associated with the transaction.
Acquisition of Certain U.S. and Canadian Commercial Rights to Santen and Eyevance Products
In July 2023, the Company entered into an Asset Purchase Agreement with Eyevance Pharmaceuticals, LLC and a License Agreement with Santen S.A.S. (collectively, the “Santen Agreements”),
each a subsidiary of Santen Pharmaceuticals Co., Ltd. (collectively, “Santen”). Pursuant to the Santen Agreements, the Company acquired the exclusive commercial rights to assets associated with the
following ophthalmic products (collectively, the “Santen Products”): FLAREX, NATACYN, ZERVIATE, VERKAZIA and FRESHKOTE in the US, and VERKAZIA and CATIONORM PLUS in
Canada.
The transactions pursuant to the Santen Agreements are referred to in these notes as the “Santen Products Acquisition.”
Under the terms of the Santen Agreements, the Company made an initial one-time payment of $8,000,000. In addition, the Santen Agreements provide for various one-time contingent milestone
payments associated with certain manufacturing-related events as well as low-double digit royalty payments on net sales of VERKAZIA and high-single digit royalty payments on net sales of
CATIONORM PLUS. Under the Santen Agreements, the Company also assumed certain obligations associated with other third parties that require mid-single digit royalties on sales of FRESHKOTE
and ZERVIATE. Immediately following the closing and subject to certain conditions, prior to the transfer of the Santen Products new drug applications (“NDAs”) and other marketing authorizations
to the Company, Santen continued to sell the Santen Products on the Company’s behalf and transfer the net profit from the sale of the Santen Products to the Company. See Note 18 regarding the
transfer of certain marketing authorizations of the Santen Products.
The assets acquired in the Santen Products Acquisition are identifiable intangible asset groups in similar asset classes and all directly related to the product NDAs and marketing authorizations
acquired. The developed technology is within one major intangible asset class. No workforce/employees were included in the Santen Products Acquisition and the Company is required to utilize its
own business inputs/processes to transfer and commercialize the Santen Products.
The Company incurred $139,000 in costs associated with the Santen Products Acquisition, and including such acquisition costs, the payment of $8,000,000 at closing and a near term milestone of
$500,000. The total purchase price of the Santen Products Acquisition was $8,639,000 and was accounted for as an asset acquisition. At the time of the Santen Products Acquisition and as of
September 30, 2023, the remaining contingent consideration due was not considered probable and reasonably estimable and therefore, no amount was included in the purchase price of the Santen
Products Acquisition. At the time the contingent consideration due becomes probable and reasonably estimable the additional consideration, if any, paid will be allocated to all of the assets on a pro
rata basis based on their initial estimated fair values as a percent of the total purchase price.
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Acquisition of ILEVRO, NEVANAC, VIGAMOX, MAXIDEX, and TRIESENCE
In December 2022, the Company entered into an Asset Purchase Agreement (the “Fab 5 APA”) with Novartis Technology, LLC and Novartis Innovative Therapies AG (together, “Novartis”),
pursuant to which the Company agreed to purchase from Novartis the exclusive commercial rights to assets associated with the following ophthalmic products (collectively the “Fab 5 Products”) in
the U.S. (the “Fab 5 Acquisition”): ILEVRO, NEVANAC, VIGAMOX, MAXIDEX, and TRIESENCE.
Under the terms of the Fab 5 APA, the Company made a one-time payment of $130,000,000 at closing in January 2023, with up to another $45,000,000 due in a milestone payment related to the
timing of the commercial availability of TRIESENCE. Pursuant to the Fab 5 APA and various ancillary agreements, immediately following the closing and subject to certain conditions and prior to
the transfer of the Fab 5 Products NDAs to the Company, Novartis will continue to sell the Fab 5 Products on the Company’s behalf and transfer the net profit from the sale of the Fab 5 Products to
the Company. Novartis has agreed to supply certain Fab 5 Products to the Company for a period of time after the NDAs are transferred and to assist with technology transfer of the Fab 5 Products
manufacturing to other third-party manufacturers, if needed.
The assets acquired in the Fab 5 Acquisition are identifiable intangible asset groups in similar asset classes and all directly related to the five product NDAs acquired. The developed technology is
within one major intangible asset class. No workforce/employees were included in the Fab 5 Acquisition and the Company is required to utilize its own business inputs/processes to transfer and
commercialize the Fab 5 Products and NDAs.
The Company incurred $558,000 in costs associated with the Fab 5 Acquisition and including such acquisition costs and the payment of $130,000,000 at closing. The total purchase price of the Fab 5
Acquisition was $130,558,000 and was accounted for as an asset acquisition. At the time of the Fab 5 Acquisition and as of September 30, 2023, the contingent consideration due related to the
commercial availability of TRIESENCE was not considered probable and reasonably estimable and, therefore, no amount was included in the purchase price of the Fab 5 Acquisition. At the time the
contingent consideration due related to the commercial availability of TRIESENCE becomes probable and reasonably estimable the additional consideration, if any, paid will be allocated to all of the
assets on a pro rata basis based on their initial estimated fair values as a percent of the total purchase price. The Company does not consider any amounts related to TRIESENCE to be in-process
research and development (IPR&D) as considered within the scope of ASC 730, Research and Development.
Divestiture of Non-Ophthalmic Assets
In October 2022, wholly-owned subsidiaries of the Company (collectively, “Imprimis”) entered into an Asset Purchase Agreement (the “RPC Agreement”) with Innovation Compounding Pharmacy,
LLC (the “Buyer”). Under the terms of the RPC Agreement, Imprimis agreed to sell substantially all of its assets associated with its non-ophthalmology related compounding product line, including
but not limited to, certain intellectual property rights, customer lists, databases, and formulations (the “RPC Assets”). The Buyer agreed to make offers of employment to nine of the Company’s
employees that were responsible for the sales activities associated with the RPC Assets. Under the terms of the RPC Agreement, the Buyer paid Imprimis an aggregate cash amount of $6,000,000 in
October 2022. In addition, the Buyer is obligated to pay up to $4,500,000 to Imprimis based on mutually agreed upon revenue milestones during the calendar year 2023 (the “Contingent Amount”).
During the year ended December 31, 2022, no amount related to the Contingent Amount was recognized by the Company. The Company will recognize a gain related to the Contingent Amount
if/when the contingency (in this case, revenue thresholds for 2023) become likely and reasonably estimable.
In connection with the RPC Agreement, Imprimis entered into a separate transition services agreement (the “RPC TSA”) with the Buyer related to providing ongoing services associated with the RPC
Assets, such as procuring and dispensing prescription orders, providing accounting and billing services and collecting accounts receivable. Imprimis provided transition services to the Buyer for
approximately nine months following the effective date of the RPC Agreement and expects to wind down transition services in subsequent periods. The Company collected and will continue to
collect cash on behalf of the Buyer for revenue generated by sales of RPC Assets from October 2022 through the transition period and the Company is obligated to transfer cash generated by such
sales to the Buyer. The Company’s condensed consolidated balance sheet as of September 30, 2023 includes accounts receivable of $59,000 for cash to be collected on behalf of the Buyer for sales of
RPC Assets sold through September 30, 2023.
There were no amount due from the Buyer for reimbursement of services performed under the RPC TSA as of September 30, 2023. The receivable amount of $59,000 was additionally recorded
within accrued expenses on the condensed consolidated balance sheet as of September 30, 2023, and represents a payable to the Buyer. The Company recorded a loss from the RPC TSA and
disposition and sale of certain related assets and unusable inventory of $159,000 and $330,000 during the three and nine months ended September 30, 2023, respectively, which is presented in other
expense, net on the condensed consolidated statements of operations.
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NOTE 5. INVESTMENT IN, AND NOTE RECEIVABLE FROM MELT PHARMACEUTICALS, INC. - RELATED PARTY TRANSACTIONS

In December 2018, the Company entered into an asset purchase agreement Asset Purchase Agreement with Melt (the “Melt APA”) with Melt.. Pursuant to the terms of the Melt APA, Melt was
assigned certain intellectual property and related rights from the Company to develop, formulate, make, sell, and sub-license certain Company conscious sedation and analgesia related formulations
(collectively, the “Melt Products”). Under the terms of the Melt APA, Melt is required to make mid-single digit royalty payments to the Company on net sales of the Melt Products while any patent
rights remain outstanding, as well as other conditions.

In February 2019, the Company entered into a Management Service Services Agreement with Melt (the “Melt MSA”), whereby the Company provided to Melt certain administrative services and
support, including bookkeeping, web services and human resources related activities, and Melt was required to pay the Company a monthly amount of $10,000. The Melt MSA was terminated
effective July 1, 2023. During the three and nine months ended September 30, 2023 March 31, 2024 and 2022,2023, the Company recorded $0 and $89,000, and $30,000 and $100,000 59,000,
respectively, due from Melt for reimbursable expenses and amounts payable pursuant to the Melt MSA, which are included in prepaid expenses and other current assets in the accompanying
condensed consolidated balance sheets. As of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, the Company was due $228,000 and $139,000, respectively, from Melt
for reimbursable expenses and amounts due under the Melt MSA. The Company made a cash advance to Melt of $500,000 MSA and Melt repaid the $500,000 cash advance during the nine months
ended September 30, 2023.

During the nine months ended September 30, 2023, In March 2024, Melt sold approximately 2,000,000 shares of completed its Series B Preferred Stock and financing which raised over $17,000,000
in gross proceeds from third party investors. of approximately $23,900,000.

The Company’s Chief Executive Officer, Mark L. Baum, was previously a member of the Melt board of directors until his resignation during the year ended December 31, 2021. Mr. Baum re-joined
the Melt board of directors in January 2023. At the time Mr. Baum re-joined, the Melt board of directors consisted of five members, including Mr. Baum, who is the only representative of the

Company on Melt’s board of directors.

The unaudited condensed results of operations information of Melt is summarized below:

For the Three Months Ended
March 31,
2024 2023
Revenues, net $ - $ -
Loss from operations $ (2,036,000) $ (1,352,000)
Net loss $ (1,893,000)  $ (1,858,000)
For the Nine Months Ended
September 30,
2023 2022
Revenues, net $ - $ -
Loss from operations $ (3,663,000) $ (9,064,000)
Net loss $ (5,407,000)  $ (10,562,000)
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The unaudited condensed balance sheet information of Melt is summarized below:
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Melt Note Receivable

On September 1, 2021, the Company entered into a loan and security agreement in the principal amount of $13,500,000 (the “Melt Loan Agreement”), as lender, with Melt, as borrower. Amounts
borrowed under the Melt Loan Agreement bear interest at 12.50% per annum, which interest can be paid in-kind at the option of Melt until the maturity date. The Melt Loan Agreement permits Melt
to pay interest only on the principal amount loaned thereunder through the term and all amounts owed were previously due and payable on September 1, 2022. In April 2022, the Company entered
into a First Amendment and in September 2022, a Second Amendment (together, the “Amendments”) to the Melt Loan Agreement. The Amendments (i) extended the maturity date of the Melt Loan
Agreement to September 1, 2023, which can be extended further to September 1, 2026 upon Melt completing a qualifying financing of a minimum amount of $10,000,000 from third-party investors,
(ii) added conditions related to minimum cash amounts following a qualifying financing, and (iii) clarified the definition of material adverse effects. Melt may elect to prepay all, but not less than all,
of the amounts owed prior to the maturity date at any time without penalty.

Melt has granted the Company a security interest in substantially all of its personal property, rights and assets, including intellectual property rights, to secure the payment of all amounts owed under
the Melt Loan Agreement. The Melt Loan Agreement contains customary representations, warranties and covenants, including covenants by Melt limiting additional indebtedness, liens, mergers and
acquisitions, dispositions, investments, distributions, subordinated debt, and transactions with affiliates. The Melt Loan Agreement includes customary events of default, and upon the occurrence of
an event of default (subject to cure periods for certain events of default), all amounts owed by Melt thereunder may be declared immediately due and payable by the Company, and the interest rate on
the loan may be increased by 3% per annum. The Melt Loan Agreement is currently in default due to non-payment on September 1, 2023. The Company and Melt are involved in ongoing discussions
to resolve the default.

In connection with the Melt Loan Agreement, the Company and Melt entered into a Right of First Refusal Agreement providing the Company with the right, but not the obligation, to match any offer
received by Melt associated with the commercial rights to any of Melt’s drug candidates for a period of five years following the effective date of the Melt Loan Agreement.

The net funds received by Melt excluded $908,000 owed to the Company for reimbursable expenses and amounts due under the Melt MSA prior to the effective date of the note receivable. As of
September 30, 2023 and December 31, 2022, aggregate principal and accrued interest payable to the Company pursuant to the Melt Loan Agreement amounted to $17,765,000 and $15,984,000,
respectively. In accordance with ASC 323, Investments — Equity Method and Joint Ventures, the carrying amount of the note receivable has been reduced by the Company’s allocated share of Melt’s
losses based on its ownership of Melt’s total indebtedness (see Note 2).

At March 31, At December 31,
2024 2023
Current assets $ 14,277,000 $ 13,404,000
Non-current assets - -
Total assets $ 14,277,000 $ 13,404,000
Total liabilities $ 3,524,000 $ 3,922,000
Total preferred stock and stockholders’ equity 10,753,000 9,482,000
Total liabilities and stockholders’ equity $ 14,277,000 $ 13,404,000

NOTE 6.5. INVESTMENT IN SURFACE OPHTHALMICS, INC. - RELATED PARTY TRANSACTIONS
The Company entered into an asset purchase and license agreement with Surface in 2017 and amended it in April 2018 (together, the “Surface License Agreements”). Pursuant to the terms of the
Surface License Agreements, the Company assigned and licensed to Surface certain intellectual property and related rights associated with Surface’s drug candidates (collectively, the “Surface
Products”). Surface is required to make mid-single digit royalty payments to the Company on net sales of the Surface Products while any patent rights remain outstanding.
As of September 30, 2023, the Company owned 3,500,000 shares of Surface common stock. Perry J. Sternberg, a director of the Company, is a director of Surface. Mark L. Baum, who is the
Company’s Chief Executive Officer, was previously a member of the Surface board of directors and resigned from his position as a director of Surface on March 31, 2023.
The unaudited condensed results of operations information of Surface is summarized below:

For the Nine Months Ended

September 30,
2023 2022
Revenues, net $ - $ -
Loss from operations $ (4,723,000) $ (5,338,000)
Net loss $ (4,463,000) $ (5,338,000)
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The unaudited condensed balance sheet information of Surface is summarized below:

Current assets
Non-current assets
Total assets

Total liabilities

Total preferred stock and stockholders’ equity
Total liabilities and stockholders’ equity
NOTE 7.INVENTORIES

At September 30, At December 31,
2023 2022

$ 11,140,000 $ 15,350,000
780,000 652,000

$ 11,920,000 $ 16,002,000
$ 1,392,000 $ 1,586,000
10,528,000 14,416,000

$ 11,920,000 $ 16,002,000

Inventories are comprised of finished compounded formulations, over-the-counter and prescription retail pharmacy products, branded pharmaceutical products, including those held at the Company’s
3PL partner, related laboratory supplies and active pharmaceutical ingredients. The composition of inventories as of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023
was as follows:

March 31 December
mber 30, 202 December 31, 2022 ’
September 30, 2023 ecember 31, 20 2024 31, 2023
Raw materials $ 5,289,000 $ 3,707,000 $ 5,470,000 $ 5,477,000
Work in progress 113,000 38,000 140,000 54,000
Finished goods 3,522,000 2,796,000 5,200,000 5,336,000
Total inventories $ 8,924,000 $ 6,541,000 $10,810,000 $ 10,867,000
NOTE 8.6. PREPAID EXPENSES AND OTHER CURRENT ASSETS
Prepaid expenses and other current assets at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 consisted of the following:
September 30, 2023 December 31, 2022 Mazr;;fl’ December 31, 2023

Prepaid insurance $ 1,817,000 $ 858,000 $ 766,000 $ 1,241,000
Prepaid computer software licenses and related expenses 768,000 1,165,000 1,462,000 1,613,000
Due from Melt Pharmaceuticals 228,000 139,000
Other prepaid expenses 1,766,000 937,000 2,350,000 906,000
Prepaid Prescription Drug User fees 4,314,000 394,000
Receivable due from Melt 228,000 228,000
Prepaid FY 2024 Prescription Drug User (“PDUFA") fees 2,292,000 3,438,000
Deferred Oaktree Loan commitment fee 468,000 409,000
Deposits and other current assets 118,000 118,000 2,151,000 1,753,000
Total prepaid expenses and other current assets $ 9,011,000 $ 3,611,000 $9,717,000 $ 9,588,000
NOTE 9.7. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 consisted of the following:

March 31, December 31,

September 30, 2023 December 31, 2022 2024 2023

Property, plant and equipment, net:

Computer hardware $ 1,228,000 $ 979,000 $ 1,323,000 $ 1,322,000
Furniture and equipment 915,000 860,000 942,000 936,000
Lab and pharmacy equipment 4,636,000 4,259,000 4,690,000 4,564,000
Leasehold improvements 6,654,000 6,449,000 6,802,000 6,771,000
13,433,000 12,547,000 13,757,000 13,593,000

Accumulated depreciation (9,804,000) (9,061,000) (10,368,000)  (10,072,000)
$ 3,629,000 $ 3,486,000 $ 3,389,000 $ 3,521,000

For the three and nine months ended September 30, 2023, March 31, 2024 and 2023, depreciation related to the property, plant and equipment was $290,000296,000 and $743,000 225,000,
respectively, compared to $171,000 and $928,000 during the same periods in 2022, respectively.
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NOTE 10.8. CAPITALIZED SOFTWARE COSTS

Capitalized software costs at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 consisted of the following:
CAPITALIZED SOFTWARE COSTS

March 31,
2024

December

September 30, 2023 31, 2023

December 31, 2022

Capitalized software costs

Capitalized internal-use software development costs $ 2,746,000 $ 1,413,000 $ 2,780,000 $ 2,780,000
Acquired third-party software license for internal-use 159,000 159,000 159,000 159,000
Total gross capitalized software for internal-use 2,905,000 1,572,000 2,939,000 2,939,000
Accumulated amortization (1,145,000) (793,000) (1,404,000) (1,268,000)
Capitalized internal-use software in process 391,000 1,333,000 484,000 467,000
$ 2,151,000 $ 2,112,000

$ 2,019,000 $ 2,138,000

The For the three months ended March 31, 2024 and 2023, the Company recorded amortization expense of $115,000 and $352,000 related to capitalized software costs during the three and nine
months ended September 30, 2023, respectively, and of $76,000 136,000 and $162,000 67,000 during the same periods in 2022, , respectively.

NOTE 11.9. INTANGIBLE ASSETS AND GOODWILL

The Company’s intangible assets at September 30, 2023 March 31, 2024 consisted of the following:

Amortization Cost Accumulated Disposal Net
Periods Amortization Amortization
(in years) Periods Accumulated Ci
(in years) Cost Amortization Disposal
Patents 17 7-19_$ 980,000 610,000 $ (226,000 169,000) $ T
Licenses 7-20 100,000 50,000 (30,0002,000) (22,000-)
Trademarks Indefinite 268,000217,000 - -
new drug
Acquired  applications
NDAs (“NDAs”) 4-15 170,353,000 (8,889,000 13,830,000) -
Customer
relationships 3-15 596,000 (498,000 526,000) -
Trade name 5 75,000 (5,000) -
Non-
competition
clause 3-4 50,000 (50,000) -
State
pharmacy
licenses 25 8,000 (7,000) -
$ 172,430,000 171,959,000 $ (9,705,000 14,589,000 $ (22,000-)

Amortization expense for intangible assets for the three and nine months ended September 30, 2023 March 31, 2024 and 2022 2023 was as follow

Patents
Licenses
Acquired NDAs

Customer relationships

Remainder of 2023
2024

2025
2026
2027

Thereafter

2023 2022

2023 2022

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2023 2022 2023 2022
$ 22,000 $ 22,000 $ 65,000 $ ¢
2,000 2,000 7,000 ]
2,551,000 341,000 7,526,000 1,0
9,000 33,000 36,000 1
$ 2,584,000 $ 398,000 $ 7,634,000 $ 1,2(
Estimated future amortization expense for the Company’s intangible assets at September 30, 2023 March 31, 2024 was as follows:
$
Remainder of 2024
2028
$
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NOTE 12.10. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses at September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023 consisted of the follc

September 30,
2023
Accounts payable $ 6,025,000 $
Income tax payable 1,221,000
Accrued insurance premium 1,321,000
Accrued IHEEZO milestone payments -
Accrued litigation settlements 49,000
Accrued RPC transition payments (see Note 4) 59,000
Accrued managed care commercial rebates 2,118,000
Accrued interest (see Note 13) 1,979,000
Accrued exit fee for note payable (see Note 13) 2,713,000
Total accounts payable and accrued expenses $ 15,485,000 $
Less: current portion (12,772,000)
Non-current total accrued expenses $ 2,713,000 $
March 31,
2024
Accounts payable $ 12,567,000 $
Accrued insurance premium 450,000
Other accrued payments 106,000
Accrued interest (see Note 11) 2,006,000
Accrued exit fee for Oaktree Loan (see Note 11) 2,713,000
Total accounts payable and accrued expenses $ 17,842,000 $
Less: current portion (15,129,000 )
Non-current total accrued expenses $ 2,713,000 $

The Company financed all insurance policies for the policy termsterm of August 17, 2022 August 2023 through August 16, 2023 and At
2024. August 2024. The financing agreements have agreement has an interest rate of 4.13% and 7.48% per annum respectively, and require ei
andrequires nine monthly payments of $169,000 150,000, respectively. of which we have three payments remaining as of March 31, 2024.

NOTE 13.11. DEBT
Oaktree Loan Due 2026

In March 2023, the Company entered into a Credit Agreement and Guaranty, (the “Oaktree Loan”) with Oaktree Fund Administration, LLC, as
(together, “Oaktree”), providing for a senior secured term loan facility to the Company with a principal amount of up to $100,000,000. Upon
Company drew a principal amount of $65,000,000 (“Tranche A”) from. In July 2023, the Company drew an additional principal amount of $1
Amendment to the Oaktree Loan and used (the “Oaktree Amendment”). Under the net proceeds Oaktree Amendment, the overall credit facility si
to repay all amounts owed by the Company pursuant to the Loan and Security Agreement the Company previously entered into with B. ]
December 14, 2022 (the “B. Riley Loan”) — see subheading B. Riley Loan and Security Agreement — Paid in Full within this Note 13.$112,50
amount of up to $35,000,000 available under the Oaktree Loan (“Tranche B”) will beis made available to the Company upon the commerc
Tranche B is was not drawn by the Company on or before March 27, 2024, the amount available under Tranche B will be decreased to $30,000,0(
The Oaktree Loan is secured by nearly all of the assets, including intellectual property, of While undrawn, the Company and its material su
required to pay a maturity date of January 19, 2026 and carries an interest rate commitment fee related to the Tranche B amount equal to the Sec
6.52% per annum, (totaling 11.90% at September 30, 2023). From proceeds, the Company paid fees, and offering payable quarterly. This fee is r¢
the Oaktree Loan was issued at an original issue discount of $3,415,000, in aggregate. The Oaktree Loan also carries an exit fee equal to 3.5%
owed other current assets and the Company accrued $2,275,000 related to the exit fee. The original issue discount, fees and expenses (including
on a straight-line basis over the term of the Oaktree Loan using the effective interest rate method. The Oaktree Loan requires quarterly interest-c
principal, interest and fees due on the maturity date, January 19, 2026.
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In July 2023, the Company entered into the First Amendment to Credit Agreement and Guaranty and Consent (the “Oaktree Amendment”) to t|
Amendment, the overall credit facility size was increased from $100,000,000 to $112,500,000, and the Company made other changes related to t
Note 4). Upon satisfaction of certain conditions to funding, the Company drew down a principal amount of $12,500,000 (the “Loan Increase”)
associated with the Santen Products Acquisition and for other working capital and general corporate purposes. No other material changes to the (
the Oaktree Amendment. Following entry into the Oaktree Amendment and the funding of the Loan Increase upon closing of the Santen Proc
drawn down a total principal loan amount of $77,500,000 under the Oaktree Loan and an additional principal loan amount of up to $35,000,00
upon the commercialization of TRIESENCE. The Oaktree Loan exit fee was increased from $2,275,000 to $2,713,000 pursuant to the Oaktree .
3.50% of the amended aggregate principal amount owed and the Company accrued an additional $438,000 in the three months ended September
The Oaktree Loan contains customary guarantees and covenants, including financial covenants related to minimum liquidity and minimum net r¢
Company was in compliance with these covenants. As of the end of the fiscal quarter ending December 31, 2024, if the Company’s Total Lever
Loan) is greater than or equal to five times, but less than seven times, the Company will be required to issue to Oaktree warrants to purchas
common stock, and if the Total Leverage Ratio is greater than or equal to seven times, the Company will be required to issue to Oaktree warran
shares of the Company’s common stock (equaling 750,000 shares in aggregate). If the Total Leverage Ratio as of the end of the fiscal quarter en
five times, no warrants will be issued to Oaktree. Based on current projections, the Company does not expect to issue any warrants related to the

Interest expense related to the Oaktree Loan totaled $2,995,000 2,953,000 and $5,660,000 95,000 for the three and nine months ended Septer
2023, respectively, and included the amortization of debt issuance costs and discount of $567,000 603,000 and $1,093,000 12,000, respectively.
HROWM --11.875% Senior Notes Due 2027

In December 2022 and in January 2023, the Company closed an offering offerings of $35,000,00040,250,000 and $5,250,000, respectively, agg
senior notes due in December 2027 (the “2027 Notes”). The 2027 Notes were sold to investors at a par value of $25.00 per 2027 Note, and the of
Company of approximately $36,699,000 after deducting underwriting discounts and commissions and other offering expenses of $3,551,000.
The 2027 Notes are senior unsecured obligations of the Company and rank equally in right of payment with all of the Company’s other exist:
unsubordinated indebtedness. The 2027 Notes are effectively subordinated in right of payment to all of the Company’s existing and future se
subordinated to all existing and future indebtedness of the Company’s subsidiaries, including trade payables. The 2027 Notes bear interest at the
on the 2027 Notes is payable quarterly in arrears on January 31, April 30, July 31 and October 31 of each year, commencing on January 31, 2(
December 31, 2027.

At any time prior to December 31, 2024, the Company may, at its option, redeem the 2027 Notes, in whole at any time or in part from time to
100% of the principal amount of the 2027 Notes to be redeemed, plus a make-whole amount, if any, plus accrued and unpaid interest to, but ext
Company may redeem the 2027 Notes for cash in whole or in part at any time at its option (i) on or after December 31, 2024 and prior to De
$25.50 per note, plus accrued and unpaid interest to, but excluding, the date of redemption, (ii) on or after December 31, 2025 and prior to De
$25.25 per note, plus accrued and unpaid interest to, but excluding, the date of redemption, and (iii) on or after December 31, 2026 and prior to |
their principal amount, plus accrued and unpaid interest to, but excluding, the date of redemption. In addition, the Company is required to redeer
but not in part, at the price of $25.50 per note, plus accrued and unpaid interest to, but excluding, the date of redemption, upon occurrence of cer
of a Material Change, as defined in the Second Supplemental Indenture. The 2027 Notes trade on the Nasdaq Stock Market LLC under the symbc
Interest expense related to the 2027 Notes totaled $1,375,000 1,373,000 and $4,141,000 1,395,000 for the three and nine months ended Septer
2023, respectively, and included the amortization of debt issuance costs and debt discount of $180,000 178,000 and $556,000 200,000, respective
Our Chief Executive Officer, Mark L. Baum, Chief Financial Officer, Andrew R. Boll, and former directors R. Lawrence Van Horn and Dr. F
purchased $950,000 in principal amount of the 2027 Notes at the time of their offering.
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HROWL — 8.625% Senior Notes Due 2026

In April and September 2021, the Company closed offerings (including an offering over-allotment exercise in May 2021) of $50,000,00075,00(
8.625% senior notes due April 2026 and in May 2021 issued an additional $5,000,000 of such notes pursuant to the full exercise of the underw
notes (collectively, the “April (the “2026 Notes”). The April Notes were sold to investors at a par value of $In25.00 per April Note and the off
Company of approximately $51,909,000 after deducting underwriting discounts and commissions and other offering expenses of $3,091,00
issuance of the April Notes, the Company sold an additional $20,000,000 aggregate principal amount of such notes (the “September Notes,” an
“2026 Notes™), at a price of $25.75 per September Note, with interest of $278,000 on the September Notes being accrued from April 20, 20z
Notes. The September offering resulted in net proceeds to the Company of approximately $19,164,000 after deducting underwriting discounts
expenses of $1,158,000 and a premium on note issuance of $322,000. The September Notes are treated as a single series with the April Note
April Notes, dated as of April 20, 2021, and have the same terms as the April Notes (other than the initial offering price and issue date). Tl
obligations of the Company and rank equally in right of payment with all of our other existing and future senior unsecured and unsubordinate
effectively subordinated in right of payment to all of the Company’s existing and future secured indebtedness and structurally subordinated to al
the Company’s subsidiaries, including trade payables. The 2026 Notes bear interest at a rate of 8.625% per annum. Interest on the 2026 Note
January 31, April 30, July 31 and October 31 of each year, commencing on July 31, 2021. The 2026 Notes will mature on April 30, 2026. The is:
discount and are being amortized as interest expense, net of the amortization of the premium on note issuance, over the term of the 2026 Ni
method.

Prior to February 1, 2026, the Company may, at its option, redeem the 2026 Notes, in whole at any time or in part from time to time, at a red
principal amount of the 2026 Notes to be redeemed, plus a make-whole amount, if any, plus accrued and unpaid interest to, but excluding, the dat
redeem the 2026 Notes for cash in whole or in part at any time at our option on or after February 1, 2026 and prior to maturity, at a price equa
plus accrued and unpaid interest to, but excluding, the date of redemption. On and after any redemption date, interest will cease to accrue on tl
trade on the Nasdaq Stock Market LL.C under the symbol “HROWL”.

Interest terest expense related to the 2026 Notes totaled $1,814,000 1,812,000 and $5,436,000 and $1,814,000 and $5,436,000 1,810,000 foi
September 30, 2023 March 31, 2024 and 2022,2023, respectively, and included amortization of debt issuance costs and discounts of $197,0
$585,000 for three and nine months ended September 30, 2023 and 2022, respectively.

B. Riley Loan and Security Agreement — Paid in Full

On December 14, 2022 (the “Effective Date”), the Company entered into a Loan and Security Agreement (the “BR Loan”) with B. R
administrative agent for the lenders. The BR Loan provided for a loan facility of up to $100,000,000 to the Company with a maturity date of
Date”), at an interest rate of 10.875% per annum.
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A summary of the Company’s debt at March 31, 2024 and December 31, 2023 is described as follows:

For the three and nine months ended September 30, 2023, March 31, 2024 and 2023, the total effective interest rate of the Company’s debt was

At September 30, 2023 March 31, 2024, future minimum payments under the Company’s debt were as follows:

Remainder of 2024

amendment entered into in January 2024 that added 2,861 sq
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The Company does not intend to exercise its option to extend the term of this lease.
X[
ﬂ In March 2024, we entered in a new operating lease for 17,625 square feet of office space in Nashville, Tennessee which is expected to com

year term (target expiration date of June 30, 2032) with an option to extend the term for two additional five-year terms. Once occupied, the
o serve as the Company’s new corporate headquarters. Any operating lease right-of-use assets and liabilities related to this lease will be recc

March 31, 2024 f

6.61! 11.26
March 31, 2024 and 2023,
319,000
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March 31, 2024

Remainder of 2024

March 31, 2024
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During the nine months ended September 30, 2023, the Company issued 61,934 46,175 shares of common stock and received proceeds of $3!
options to purchase 61,934 46,175 shares of common stock with exercise prices ranging from $1.706.75 to $8.50 8.75 per share.

During the nine three months ended September 30, 2023 March 31, 2024, the Company issued 62,367 45,000 shares of common stock to M
Executive Officer, upon the cashless exercise of options to purchase 180,000 shares at an exercise price of $8.99 per share. The Company withh
consideration for the cashless exercise and an additional 40,466 shares for payroll tax obligations totaling $849,000.

During the nine months ended September 30, 2023, the Company issued 55,558 shares of common stock RSUs granted in February 2021 to Ar
Financial Officer, upon the cashless exercise of options to purchase vested, and 90,000 26,520 shares at an exercise price of $6.00 per share. Th
25,521 shares as consideration for the cashless exercise and an additional 8,921 shares for payroll tax obligations totaling $189,000.

During the nine months ended September 30, 2023, upon vesting of 23,000 RSUs granted in January 2020 to Andrew R. Boll, the Company’s C
issued 13,398 shares of common stock were issued to Mr. Boll, net of 9,602 18,480 shares of common stock withheld for payroll tax withholding

During the nine three months ended September 30, 2023 March 31, 2024, upon vesting of 88,000 150,000 RSUs granted in January 2020 Fe
Company’s Chief Executive Officer, the Company issued vested, and 52,821 90,164 shares of the Company’s common stock were issued to Mr. E
common stock withheld for payroll tax withholdings totaling $519,000 638,000.

During the nine three months ended September 30, 2023 March 31, 2024, 43,130 30,000 RSUs granted in February 2021 to John Saharek, the Cc
vested, and 17,384 shares the Company’s common stock were issued to Mr. Saharek, net of 12,616 shares of common stock withheld for payroll 1
During the three months ended March 31, 2024, 50,000 RSUs granted in February 2021 to employees, vested, and 32,452 shares the Company
17,548 shares of common stock withheld for payroll tax withholdings totaling $187,000.

During the three months ended March 31, 2024, 8,389 shares of the Company’s common stock underlying RSUs issued to directors vested, bt
shares were are deferred until the applicable director ceased ceases providing services to the Company.

Stock Option Plan

On September 17, 2007, the Company’s Board of Directors and stockholders adopted the Company’s 2007 Incentive Stock and Awards Plan, v
November 5, 2008, February 26, 2012, July 18, 2012, May 2, 2013 and September 27, 2013 (as amended, the “2007 Plan”). The 2007 Plan reac
we can no longer issue additional awards under this plan; plan, however, options previously issued under the 2007 Plan will remain outstanding
maturity or are otherwise cancelled/forfeited. On September 13, 2017 June 13, 2017, the Company’s Board of Directors and stockholders ado
Stock and Awards Plan which was subsequently amended on September 3, 2021 June 3, 2021 (as amended, the “2017 Plan” and together witl
September 30, 2023 December 31, 2023, the 2017 Plan provided provides for the issuance of a maximum of 6,000,000 shares of th
purposes purpose of the Plans are to attract and retain directors, officers, consultants, advisors and employees whose services are considerec
proprietorship and to stimulate an active interest of such persons in the Company’s development and financial success. Under the Plans, the Com
stock options intended to qualify under Section 422 of the IRC Internal Revenue Code of 1986, as amended, non-qualified stock options, restri
units and restricted stock. The Plans are administered by the Compensation Committee of the Company’s Board of Directors. The Company had :
future issuances under the 2017 Plan at September 30, 2023March 31, 2024.
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Weighted Avel

Weighted Average Remaining

Number of Shares Exercise Price Contractual I
Options outstanding — January 1, 2024 2,711,317 $ 6.25
Options granted 51,500 $ 9.81
Options exercised (46,175) $ 7.54
Options cancelled/forfeited (48,626) $ 12.22
Options outstanding — March 31, 2024 2,668,016 $ 6.19
Options exercisable 2,404,897 $ 5.55
Options vested and expected to vest 2,631,881 $ 6.10

The aggregate intrinsic value in the table above represents the total pre-tax amount of the proceeds, net of exercise price, which would have b
option holders had exercised and immediately sold all shares underlying options with an exercise price lower than the market price on Septembe
the closing price of the Company’s common stock of $14.37 13.23 on that date.

During the nine three months ended September 30, 2023 March 31, 2024, the Company granted stock options to certain employees. The stock of
price equal to the current market price of the Company’s common stock, as reported by the securities exchange on which the common stock v
have contractual terms of ten years. Vesting terms for options granted to employees during the nine three months ended September 30, 2023 Ma
vesting schedule: 25% of the shares subject to the option vest and become exercisable on the first anniversary of the grant date and the remain
option vest and become exercisable quarterly in equal installments thereafter over three years. Certain option awards provide for accelerated vest
defined in the Plans) and in the event of certain modifications to the option award agreement.

The fair value of each option award is estimated on the date of grant using the Black-Scholes-Merton option pricing model. The expected term
directors was determined in accordance with the “simplified approach,” as the Company has limited, relevant, historical data on employee exe
termination behavior. The expected risk-free interest rate is based on the U.S. Treasury yield for a period consistent with the expected term of t
grant. The financial statement effect of forfeitures is estimated at the time of grant and revised, if necessary, if the actual effect differs from t
employees and directors, the Company assigns a forfeiture factor of 10%. These factors could change in the future, which would affec
compensation expense in future periods. Utilizing these assumptions, the fair value is determined at the date of grant.

The table below illustrates the fair value per share determined using the Black-Scholes-Merton option pricing model with the following assumpti
to employees:

Weighted-average fair value of options granted
Expected terms (in years)

Expected volatility
Risk-free interest rate
Dividend yield

2023
Weighted-average fair value of options granted $ 11.89
Expected terms (in years) 5.50-6.11
Expected volatility 68-70%
Risk-free interest rate 3.59-4.14 %
Dividend yield -
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March 31, 2024

Options Outstanding
Weighted
Average We
Number Remaining
Outstanding Contractual
Life in
Years
295,852 3.71
285,000 2.84
24,068 2.77
310,000 2.00

$4.49 - $5.72 100,225 5.22
285,000 4.89

62,500 8.24

274,500 5.76

204,261 4.14

826,610 3.30

,668,016 3.82

March 31, 2024, there was approximately $ 1,815,000 of total unrecognized compensation expense relate

. g g vesting period of 2.81 years. The stoc
126,000 and $ 341,000 during the three March 31, 2024
2023, respectively.

three 139,000
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March 31, 2024

RSUs unvested - January 1, 2024

RSUs unvested - March 31, 2024

during the three March 31, 2024 and 2023 was $ 405,000 and $ 29,000,
19
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The aggregate fair value of the 2023 PSUs was $29,106,000 using a Monte Carlo Simulation with a five-year life, 65% volatility and a risk free i
is being amortized over a two-year derived service period.
A summary of the Company’s PSU activity and related information for the nine three months ended September 30, 2023 March 31, 2024 is as fol

Weighted Average

Number of Shares Date Fair Val
PSUs unvested — January 1, 2023 1,567,913 $

PSUs unvested — January 1, 2024

PSUs granted 1,567,913 $
PSUs vested (1,567,913) $
PSUs cancelled/forfeited - $
PSUs unvested — September 30, 2023 1,567,913 $

PSUs unvested — March 31, 2024

As of September 30, 2023 March 31, 2024, the total unrecognized compensation expense related to unvested PSUs was approximately $21,829,C
be recognized over a weighted-average period of 1.511.01 years, based on estimated and actual vesting schedules of the applicable PSUs. The
during the three and nine months ended September 30, 2023 March 31, 2024 and 2023 was $3,948,000 3,638,000 and $10,115,000 1,263,00(
$3,792,000 during the same periods in 2022, respectively.

Stock-Based Compensation Summary

The Company recorded stock-based compensation related to equity instruments granted to employees, directors and consultants as follows:

For the Three Months Ended September 30, For the Nine

2023 2022 2023
Employees — selling, general and administrative $ 3,784,000 $ 1,611,000 $ 9,71
Employees — research and development 475,000 163,000 1,22
Directors — selling, general and administrative 200,000 125,000 52
Consultants — selling, general and administrative 17,000 33,000 E
Total $ 4,476,000 $ 1,932,000 $ 11,52

For the Three Mor

2024
Employees - selling, general and administrative $ 3,525,000
Employees — research and development 439,000
Directors - selling, general and administrative 188,000
Consultants - selling, general and administrative 17,000
Total $ 4,169,000

NOTE 16.14. COMMITMENTS AND CONTINGENCIES
Legal
General and Other

In the ordinary course of business, the Company is involved in various legal proceedings, government investigations and other matters that are c
that are difficult to predict. The Company describes legal proceedings and other matters that are/were significant or that it believes could become

The Company records accruals for loss contingencies to the extent that it concludes it is probable that a liability has been incurred and the
reasonably estimated. The Company evaluates, on a quarterly basis, developments in legal proceedings and other matters that could cause an inc
liability that has been accrued previously.

The Company’s legal proceedings involve various aspects of its business and a variety of claims, some of which present novel factual alleg
Typically, a number of the matters pending against the Company are at early stages of the legal process, which in complex proceedings of the <
for several years. While it is not possible to accurately predict or determine the eventual outcomes of matters that have not concluded, an adverse
matters (whether discussed in this footnote or not) currently pending may have a material adverse effect on the Company’s condensed consolic
position or cash flows.
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Product and Professional Liability

Product and professional liability litigation represents an inherent risk to all firms in the pharmaceutical and pharmacy industry. We utilize trad
with regard to our product and professional liability claims. Such insurance coverage at any given time reflects current market conditions, inclt
policy is written.

Indemnities

In addition to the indemnification provisions contained in the Company’s governing charter documents, the Company generally enters into separ
each of the Company’s directors and officers. These agreements require the Company, among other things, to indemnify the director or off
liabilities, such as attorneys’ fees, judgments, fines and settlements, paid by the individual in connection with any action, suit or proceeding ari
service as the Company’s director or officer, other than liabilities arising from willful misconduct or conduct that is knowingly fraudulent or de
expenses incurred by the individual in connection with any proceeding against the individual with respect to which the individual may be
Company. The Company indemnifies Oaktree for certain claims Several of the Company’s asset purchase and losses associated withlice
representations, warranties, covenants and confidentiality provisions, and also contain mutual indemnification obligations related primarily
Loan. respective agreements. The Company also indemnifies its lessors in connection with its facility leases for certain claims arising from the us
do not provide for any limitation of the maximum potential future payments the Company could be obligated to make. Historically, the Compan
these obligations and, therefore, no liabilities have been recorded for these indemnities in the accompanying condensed consolidated balance she«

Klarity License Agreement — Related Party

The Company entered into a license agreement in April 2017, as amended in April 2018 (the “Klarity License Agreement”), with Richard L. Li
its Board of Directors. Pursuant to the terms of the Klarity License Agreement, the Company licensed certain intellectual property and related ri
formulate, make, sell, and sub-license the topical ophthalmic solution Klarity designed to protect and rehabilitate the ocular surface (the “Klarity
Under the terms of the Klarity License Agreement, the Company is required to make royalty payments to Dr. Lindstrom ranging from 3% to ¢
final formulation of the Klarity Product sold. In addition, the Company is required to make certain milestone payments to Dr. Lindstrom includi
upon execution of the Klarity License Agreement, (ii) a second payment of $50,000 following the first $50,000 in net sales of the Klarity P
$50,000 following the first $100,000 in net sales of the Klarity Product. All of the above referenced milestone payments were payable at the Cor
the Company’s restricted common stock. Payments totaling $0 and $146,000 were made during the three and nine months ended September

$77,000 and $199,000 during the same periods in 2022, respectively. Royalty expenses were $71,000 and $220,000 during the three and nine
respectively, compared to $67,000 and $244,000 during the same periods in 2022, respectively, and were included in accounts payable to Dr. Lin
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Injectable Asset Purchase Agreement — Related Party

In December 2019, the Company entered into an asset purchase agreement (the “Lindstrom APA”) with Dr. Lindstrom, a former member of its
terms of the Lindstrom APA, the Company acquired certain intellectual property and related rights from Dr. Lindstrom to develop, formu

ophthalmic injectable product (the “Lindstrom Product”).

Under the terms of the Lindstrom APA, the Company is required to make royalty payments to Dr. Lindstrom ranging from 2% to 3% of
formulation and patent protection of the Lindstrom Product sold. In addition, the Company is required to make certain milestone payments t
payment of $33,000 that was due upon execution of the Lindstrom APA. Dr. Lindstrom was paid $0 and $17,000 in cash during the three an(
2023, respectively, and $8,000 and $23,000 during the same periods in 2022, respectively. The Company incurred $9,000 and $26,000 for royali
APA during the three and nine months ended September 30, 2023, respectively, and $9,000 and $24,000 during the same periods in 2022, respect

Other Asset Purchase, License and Related Agreements
FDA Approved Product Acquisitions

In recent years, the Company has acquired commercial and product rights to various FDA approved ophthalmic medications and products thro
and/or other related agreements. In general, in exchange for product and commercial rights these agreements provide the counterparties with cert:
payments typically related to certain annual sales amounts and manufacturing events, and in certain cases, per unit transfer prices and royalti¢
During the three months ended March 31, 2024 and 2023, $274,000 and $0 were incurred under these agreements as royalty expenses, respecti
$5,000,000 related to upfront and milestone payments under these agreements during the three months ended March 31, 2024 and 2023, resp
remaining contingent consideration payable pursuant to these agreements were not considered probable and reasonably estimable and therefort
these contingent obligations during the three months ended March 31, 2024. At the time contingent consideration payable becomes probable anc

consideration, if any, paid will be allocated to the assets based on their initial estimated fair values as a percent of the total purchase price.

Formulation Acquisitions

The Company has acquired and sourced intellectual property rights related to certain proprietary innovations from certain inventors, innovato
“Inventors”) through multiple asset purchase agreements license agreements, strategic agreements and commission license agreements. In gener:
Inventors will cooperate with the Company in obtaining patent protection for the acquired intellectual property and that the Company will use
research, develop and commercialize a product based on the acquired intellectual property. In addition, the Company has acquired a right of f

property and drug development opportunities presented by these Inventors.

In consideration for the acquisition of thethese intellectual property rights, the Company is obligated to make payments to the Inventors

milestones, generally consisting of: (1) a payment payable within 30 to 45 days after the issuance of the first patent in the United States ar
property (if any); (2) a payment payable within 30 days after the Company files the first investigational new drug application (“IND”) with the
(“FDA”) for the first product arising from the acquired intellectual property (if any); (3) for certain of the Inventors, a payment payable within
first new drug application with the FDA for the first product arising from the acquired intellectual property (if any); and (4) certain royalty
received by the Company in connection with the sale or licensing of any product based on the acquired intellectual property (if any), after
Company’s development costs associated with such product. If, following five years after the date of the applicable asset purchase agreement, t
the Inventors, has not filed an IND or, for the remaining Inventors, has not initiated a study where data is derived, or (b) has failed to generate
any product based on the acquired intellectual property, the Inventors may terminate the applicable asset purchase agreement and request that

technology to the Inventors. During the three and nine months ended September 30, 2023, March 31, 2024 and 2023, $220,000 180,000 and $7

these agreements as royalty expenses, respectively, and $185,000 and $695,000 during the same periods in 2022, respectively.
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Sales and Marketing Agreements

The Company had entered various sales and marketing agreements with certain organizations to provide exclusive and non-exclusive sales and
Harrow in select geographies in the U.S. in connection with the Company’s ophthalmic pharmaceutical compounded formulations or related proc

Under the terms of the sales and marketing agreements, the Company was generally required to make commission payments equal to 10%10%
above and beyond the initial existing sales amounts. In addition, the Company was required to make periodic milestone payments to certain orgar
restricted common stock if net sales in the assigned territory reach certain future levels by the end of their terms. Commission expenses of $(
these agreements for commission expenses during the three and nine months ended September 30, 2023, respectively, March 31, 2024 and $1,
same periods in 2022, 2023, respectively.

Contract Manufacturing

The Company had entered into manufacturing agreements with respect to third-party contract manufacturers for its FDA approved pharmaceuti
manufacturing agreements require minimum annual order amounts. The Company has committed to pay approximately $2,728,000 related to co
the year ending December 31, 2024.

NOTE 17.15. SEGMENTS AND CONCENTRATIONS

The Company operates its business on the basis of a single reportable segment, which is the business of discovery, development, and commer
therapies. The Company’s chief operating decision-maker is the Chief Executive Officer, who evaluates the Company as a single operating segmu

The Company has had one and two products that each accounted for more than 10% of total revenues during the three and nine months ended
had two March 31, 2024 and three products that each accounted for more than 10% of total revenues during the three and nine months ended Sep
These products collectively accounted for 3211% and 3536% of revenues during the three and nine months ended September 30, 2023, respect
33% during the same periods in 2022, 2023, respectively.

As of September 30, 2023 March 31, 2024 and December 31, 2022 December 31, 2023, accounts receivable from a single customer accour
accounts receivable, respectively. For the three and nine months ended September 30, 2023 March 31, 2024, revenues from a single customer acc
revenues, respectively. revenues. For the three and nine months ended September 30, 2022 March 31, 2023, no customer exceeded 10% of total re

The Company receives its active pharmaceutical ingredients from three main suppliers. These suppliers collectively accounted for 96% an
ingredient purchases during the three and nine months ended September 30, 2023 March 31, 2024, respectively, and 52% and 66 90% durir
respectively. 2023.

NOTE 18.16. SUBSEQUENT EVENTS
The Company has performed an evaluation of events occurring subsequent to September 30, 2023 March 31, 2024 through the filing date of tt
Based on its evaluation, no events other than those described below need to be disclosed.

In November 2023, April 2024, the Company issued 125 1,481 shares of common stock and received proceeds of $1,000 11,000 upon the exerc
shares of common stock with exercise price of prices between $6.75 10.62 and $12.72 per share.

In October 2023, April 2024, the Company transferred sold all 1,982,000 shares of common stock it held of Eton in a block trade at a gross price
trading expenses and commissions of approximately $436,000, the NDAs and marketing authorizations for all Company received net proceeds
Products in the U.S. The Company expects Santen to transfer the Canadian marketing authorizations for VERKAZIA and CATIONORM PLUS t
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our
financial statements and the related notes thereto contained in Part I, Item 1 of this Quarterly Report on Form 10-Q (this “Quarterly Rer
financial statements have been prepared and, unless otherwise stated, the information derived therefrom as presented in this discussion and anal
accounting principles generally accepted in the United States of America (“GAAP”).

The information contained in this Quarterly Report is not a complete description of our business or the risks associated with an invest
you to carefully review and consider the various disclosures made by us in this Quarterly Report and in our other reports filed with the U.S. St
(the “SEC”), including our Annual Report on Form 10-K for the fiscal year ended December 31, 2022 December 31, 2023 and subsequent rej
greater detail. As used in this discussion and analysis, unless the context indicates otherwise, the terms the “Company,” “Harrow,” “we,” “us”
its consolidated subsidiaries, consisting of including ImprimisRx, LLC, ImprimisRx NJ, LLC dba ImprimisRx, Imprimis NJOF, LLC, Harrow IP,
discussion and analysis, we refer to our consolidated subsidiaries ImprimisRx, LLC, ImprimisRx NJ, LLC and Imprimis NJOF, LLC collectively ¢

In addition to historical information, the following discussion contains forward-looking statements regarding future events and our futt
can identify forward-looking statements by terminology such as “will,” “may,” “should,” “expects,” “plans,” “anticipates,” “believes,” “¢
“potential” or “continue” or the negative of these terms or other comparable terminology. All statements made in this Quarterly Report other
forward-looking statements. These forward-looking statements involve risks and uncertainties and reflect only our current views, expectations ar
events and our future performance. If risks or uncertainties materialize or assumptions prove incorrect, actual results or events could differ
implied by such forward-looking statements. Risks that could cause actual results to differ from those expressed or implied by the forward-Ic
among others, risks related to: liquidity or results of operations; our ability to successfully implement our business plan, develop and cc
candidates and proprietary formulations in a timely manner or at all, identify and acquire additional products, manage our pharmacy operation
necessary to operate our business, recruit and retain qualified personnel, manage any growth we may experience and successfully realize the |
and any other acquisitions and collaborative arrangements we may pursue; competition from pharmaceutical companies, outsourcing facilities
and business conditions, including inflation and supply chain challenges; regulatory and legal risks and uncertainties related to our pharmac
pharmaceutical business in general; physician interest in and market acceptance of our current and any future formulations and compounding |
risks and uncertainties described under the heading “Risk Factors” in Part II, Item 1A of this Quarterly Report and in our other filings with tl
reliance on forward-looking statements. Forward-looking statements speak only as of the date they are made and, except as required by law, we
publicly update any forward-looking statement for any reason.

Overview

We are a leading eyecare pharmaceutical company engaged in the discovery, development, and commercialization of innovative ophthal
U.S. market. Harrow helps U.S. eyecare professionals preserve the gift of sight by making its comprehensive portfolio of prescription and non-f
accessible and affordable to millions of Americans each year. We own commercial rights to one of the largest portfolios of branded ophthalmic
that North America, all of which are marketed under ourthe Harrow name. We also own and operate ImprimisRx, one of the natio
pharmaceutical-compounding businesses. In addition, we have a non-controlling equity interests interest in Surface Ophthalmics, Inc. (“Surfac
(“Melt”), both and two other companies that began as subsidiaries of Harrow and were subsequently carved-out of our corporate structure an
statements. We also own royalty rights in certain drug candidates being developed by Surface and Melt.
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Factors Affecting Our Performance

We believe the primary factors affecting our performance are our ability to increase revenues of our branded pharmaceutical products, p!
and certain non-proprietary products, grow and gain operating efficiencies in our operations, potential regulatory-related restrictions, optimiz
options for our drug products, and continue to pursue development and commercialization opportunities for certain of our ophthalmology and ot
commercially available. We believe we have built a tangible and intangible infrastructure that will allow us to scale revenues efficiently in t
activities will require significant costs and other resources, which we may not have or be able to obtain from operations or other sources. Set
below.

Recent Developments

The following describes certain developments in 2023 2024 to date that are important to understand our financial condition and result:
unaudited condensed consolidated financial statements included in this Quarterly Report for additional information about each of these developm
IHEEZO Reimbursement, Launch and Studies
Apotex - Canadian Out-License

In February 2023,2024, we announced that entered into a license and supply agreement with Apotex Inc. (“Apotex”). Under the term:
exclusive rights and marketing authorizations of the following products in the Canadian market from Harrow: VERKAZIA (cyclosporine ophtha
PLUS. Apotex was also granted a license for products Apotex will pursue approval for in Canada: VEVYE (cyclosporine ophthalmic solutis
hydrochloride ophthalmic gel) 3%, and ZERVIATE (cetirizine ophthalmic solution) 0.24% (with VERKAZIA and Cationorm Plus, colle:
exchange, Apotex will make payments to Harrow for milestones related to manufacturing arrangements, regulatory and commercial achieverr
sales of the Apotex Products.

IHEEZO Reimbursement

In January 2024, we met with the Centers for Medicare & Medicaid Services (“CMS”) had issued a permanent, product specific J-code
effective under the Healthcare Procedure Coding System (HCPCS) on April 1, 2023, which physicians can use for reimbursement purposes of tl
the U.S. Food and Drug Administration (“FDA”) that are used in surgeries performed in hospital outpatient departments or ambulatory surgic:
pass-through reimbursement under Medicare, provided they meet certain criteria, including a “not insignificant” cost criterion. Pass-through stat
outside the packaged payment rate for the surgical procedure) under Medicare Part B, which consists of Medicare reimbursement for a dr
calculating the minimum fee that a manufacturer may charge for the drug. Under current regulations of CMS, pass-through status applies fi
measured from the date Medicare makes to request clarification related to its first pass-through payment for the product. Following the three
incorporated into the cataract bundled payment system, which could significantly reduce the pricing for that product. Temporary pass-throug
awarded by CMS and made effective in April 2023.

We are also working to ensure our continued access to the Medicare market for the ambulatory surgery center (ASC), hospital and out
office use market for [HEEZO. In this regard, we are designing and intend to execute, during 2024, clinical studies to build data sets that could t
& Medicaid Services (CMS) to extend our temporary pass-through period for IHEEZO in ASCs and HOPDs. We are also meeting with CMS t(
policy which has historically not allowed for the separate billing of anesthesia services in the physician’s office. We intend to request During
clarify that J-Code 2403, IHEEZO’s permanent J-Code, is appropriate to be billed for the anesthesia product itself (i.e., IHEEZO in our case
setting. In March 2024, we received communication from a representative at CMS that the inclusion of J-Code 2403 in CMS’s April 2024 quar!
sales prices (ASP) of some Medicare Part B-covered drugs and biologicals confirms that IHEEZO is separately payable in the physician office se

AtIn February 2024, we made a request to CMS to consider increasing the beginning Medically Unlikely Edits (“MUE”) for IHEEZC
was made because the limitation of April 2023, we initiated one MUE only allowed a regional single IHEEZO administration (equal to one sing
launch billed, while many ophthalmologists perform bilateral ocular procedures, which would require two vials of IHEEZO (chloroprocaine HC
2023, our full commercial launch of IHEEZO occurred, withto be used. On March 20, 2024, the product being highlighted by our commer
Society of Cataract and Refractive Surgery) Annual Meeting.

Recently we sponsored an in-vivo (in human) study to compare the effects of [HEEZO with povidone-iodine (PVI) compared to a
solution with PVI. The primary intent of the study is to show that IHEEZO does not act as a “barrier” to PVI, which had otherwise been shov
Findings Company received communication from the study are positive showing National Correct Coding Initiative (NCCI) program of CMS s
similar barrier risk CMS decided to tetracaine (e.g., a non-gel anesthetic) increase the MUE for IHEEZO’s J-Code (J2403) from 1 to 2. While not
its communication to the Company that the MUE edit will be (1) effective in July 2024, and (2) made retroactive for procedures dating to January
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Acquisition of ILEVRO, NEVANAC, VIGAMOX, MAXIDEX and TRIESENCE VEVYE U.S. Launch

In December 2022, January 2024, we entered into an Asset Purchase Agreement (the “Purchase Agreement”) with Novartis Techno
Therapies AG (together, “Novartis”), pursuant to which the Company agreed to purchase from Novartis the exclusive commercial rights to ¢
ophthalmic products (collectively the “Fab 5 Products™) in the U.S. (the “Fab 5 Acquisition”):

o ILEVRO (nepafenac ophthalmic suspension) 0.3%, a non-steroidal, anti-inflammatory eye drop indicated for pain and inflammation associ

o NEVANAC (nepafenac ophthalmic suspension) 0.1%, a non-steroidal, anti-inflammatory eye drop indicated for pain and inflammation assc

e VIGAMOX (moxifloxacin hydrochloride ophthalmic solution) 0.5%, a fluoroquinolone antibiotic eye drop for the treatment of bacterial «
strains of organisms.

o MAXIDEX (dexamethasone ophthalmic suspension) 0.1%, a steroid eye drop for steroid-responsive inflammatory conditions of the palpel
and anterior segment of the globe.

e TRIESENCE (triamcinolone acetonide injectable suspension) 40 mg/ml, a steroid injection for the treatment of certain ophthalmic di
vitrectomy.

We closed the Fab 5 Acquisition on January 20, 2023. Under the terms of the Purchase Agreement, we made a one-time payment of
another $45,000,000 due in a milestone payment related to the timing of the commercial availability of TRIESCENCE. Pursuant to the Purche
agreements, immediately following the closing and subject to certain conditions, for a period that lasted approximately nine months, and prior
new drug applications (the “NDAs”) to us, Novartis continued to sell the Products on our behalf and transferred the net profit from the sale of the
to supply certain Products to the Company for a period of time after the NDAs are transferred to us and to assist with technology transfer of 1
third-party manufacturers, if needed.

On April 28, 2023, we transferred the NDAs for ILEVRO, NEVANAC and MAXIDEX. In July 2023, we transferred the NDA
TRIESENCE is expected to transfer upon around the timing of its commercial availability.

Oaktree Credit and Guaranty Agreement

On March 27, 2023, we entered into a Credit Agreement and Guaranty (the “Oaktree Loan”) with Oaktree Fund Administration, L
lenders (together, “Oaktree”), providing for a loan to us with a principal amount of up to $100,000,000. Upon entering into the Oaktree Lc
$65,000,000 from the Oaktree Loan and used the net proceeds to repay all amounts owed by us pursuant to the BR Loan (as defined below). No 1
BR Loan, and no exit or prepayment fees were paid as a result of the payoff of the BR Loan. The additional principal loan amount of up to $35,
Loan (the “Tranche B”) will be made available to the Company upon the commercialization of TRIESENCE.

On July 18, 2023, we entered into the First Amendment to Credit Agreement and Guaranty and Consent (the “Oaktree Amendmen
Oaktree Amendment, the overall credit facility size was increased from $100,000,000 to $112,500,000, and we made other changes related to the
satisfaction of certain conditions to funding, we drew down a principal amount of $12,500,000 (the “Loan Increase”) on August 1, 2023 tc
associated with the Santen Products Acquisition and for other working capital and general corporate purposes. No other material changes to the
Oaktree Amendment. Following entry into the Oaktree Amendment and the funding of the Loan Increase upon closing of the Santen Products
total principal loan amount of $77,500,000 under the Oaktree Loan and an additional Tranche B loan amount of up to $35,000,000
commercialization of TRIESENCE, provided, that if Tranche B is not drawn by the Company on or before March 27, 2024, the amount availat
$30,000,000.

The Oaktree Loan is secured by nearly all of the assets, including intellectual property, of the Company and its material subsidiaries. T
of January 19, 2026 and carries an interest rate equal to the Secured Overnight Financing Rate plus 6.5% per annum. The Oaktree Loan require
term (there is no amortization of the principal amount or excess cash flow sweeps during the term of the Oaktree Loan).

35

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 52/67
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

HROWM - Senior Notes Offering

In December 2022, the Company entered into an underwriting agreement with B. Riley Securities, Inc., as representative of the ¢
pursuant to which we agreed to sell $35,000,000 aggregate principal amount of 11.875% Senior Notes due 2027 (the “2027 Notes™) plus up to
principal amount of 2027 Notes pursuant to the option to purchase additional 2027 Notes. In January 2023, the underwriters exercised the
$5,250,000 aggregate principal amount of 2027 Notes.
Acquisition of VEVYE™ U.S. and Canadian Commercial Rights

In July 2023, we acquired commercial rights of launched VEVYE (cyclosporine ophthalmic solution) 0.1%, an ophthalmic drug produc
(the “VEVYE Acquisition”). VEVYE, which is dispensed topically in a unique ten microliter per one drop and is labeled for twice-daily
cyclosporine-based product indicated for water-free cyclosporine dissolved in a semifluorinated alkane approved to treat both the treatment of t
disease (DED). VEVYE was approved on May 30, 2023 by the FDA. We acquired the commercial rights to VEVYE by entering into a lice
(“Novaliq”). As consideration, we made initial payments to Novaliq totaling $8,000,000 and will pay low double-digit royalties on net sal
commercial milestone payments.
Acquisition of Certain U.S. and Canadian Commercial Rights to Santen and Eyevance Products

In July 2023, we entered into an Asset Purchase Agreement with Eyevance Pharmaceuticals, LLC and a License Agreement with San
Agreements”), each a subsidiary of Santen Pharmaceuticals Co., Ltd. (collectively, “Santen”). Pursuant to the Santen Agreements, we acquirec
assets associated with the following ophthalmic products (collectively, the “Santen Products™):

In the U.S.:

e FLAREX® (fluorometholone acetate ophthalmic suspension) 0.1%, a corticosteroid prepared as a sterile topical ophthalmic suspension i
steroid-responsive inflammatory conditions of the palpebral and bulbar conjunctiva, cornea, and anterior segment of the eye.

o NATACYN® (natamycin ophthalmic suspension) 5%, a sterile, antifungal drug for the treatment of fungal blepharitis, conjunctivitis,
organisms, including Fusarium solani keratitis.

o TOBRADEX® ST (tobramycin and dexamethasone ophthalmic suspension) 0.3%/0.05%, a topical antibiotic and corticosteroid ¢
inflammatory ocular conditions for which a corticosteroid is indicated and where superficial bacterial ocular infection or a risk of bacterial

o ZERVIATE® (cetirizine ophthalmic solution) 0.24%, a histamine-1 (H1) receptor antagonist indicated for treatment of ocular itching assoc

e FRESHKOTE®, a preservative-free formulation for temporary relief of symptoms of dry eye.

In the U.S. We partnered with various entities including PhilRx, Apollo Care and Canada:
o VERKAZIA® (cyclosporine ophthalmic emulsion) 0.1%, an orphan designated drug that is a calcineurin inhibitor immunosuppressant i

keratoconjunctivitis.

In Canada:

o CATIONORM® PLUS, a preservative-free formulation for dry eye or allergy relief.
The transactions pursuant PARx Solutions to the Santen Agreements are referred to in this Quarterly Report as the “Santen Products A
patient access program for VEVYE.
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Under the terms of the Santen Agreements, we made an initial one-time payment of $8,000,000. In addition, the Santen Agreements prc
payments associated with certain manufacturing-related events as well as low-double digit royalty payments on net sales of VERKAZIA and h
net sales of CATIONORM PLUS. Under the Santen Agreements, we also assumed certain obligations associated with other third partie:
FRESHKOTE and ZERVIATE. Immediately following the closing and subject to certain conditions, prior to the transfer of the Santen F
authorizations to us, Santen continued to sell the Santen Products on our behalf and transfer the net profit from the sale of the Santen Products tc
the transfer of the U.S. NDAs and rights of the Santen Products, and expect Santen to transfer the Canadian marketing authorizations of VERK
March 31, 2024.

Common Stock Offering

In July 2023, we closed a public offering of shares of our common stock at an offering price of $17.75 per share (the “Offering”). We st
stock in the Offering, resulting in us receiving aggregate net proceeds of $64,520,000, after deducting underwriting discounts and commiss.
$4,480,000.

B. Riley Loan and Security Agreement — Paid

On December 14, 2022, we entered into a Loan and Security Agreement (the “BR Loan”) with B. Riley Commercial Capital, LLC, as
from time to time party thereto. The proceeds of the Loan were used to finance the Fab 5 Acquisition.

The BR Loan provided for a loan facility of up to $100,000,000 to the Company with a maturity date of December 14, 2025, at an inter
BR Loan was secured by an intellectual property security agreement and by all assets of the Company and its material subsidiaries. In January 2(
of the BR Loan simultaneously with the consummation of the Fab 5 Acquisition, and subsequently paid back the BR Loan in March 2023 at tt
No remaining amounts are due under the BR Loan, and no exit or prepayment fees were paid as a result of the payoff of the BR Loan.

Results of Operations

The following period-to-period comparisons of our financial results for the three and nine months ended September 30, 2023 Mar
necessarily indicative of results for any future period.

Revenues

Our revenues include amounts recorded from sales of proprietary compounded formulations, sales of branded products to wholesalers tt
commissions from third parties and revenues received from royalty payments owed to us pursuant to out-license arrangements.

The following presents our revenues for the three and nine months ended September 30, 2023 March 31, 2024 and 2022: 2023:

For the Three Months Ended For the Nine ]
September 30, $ Septen
2023 2022 Variance 2023

Product sales, net $31,809,000 $21,575,000 $10,234,000 $81,804,000

Commission revenues - 1,044,000 (1,044,000) -

Transfer of profits/sales 2,456,000 204,000 2,252,000 12,034,000

Total revenues $ 34,265,000 $22,823,000 $11,442,000 $93,838,000

For the Three Months Ended
March 31,

2024 2023
Product sales, net $ 34,508,000 $ 20,4<
Other revenues 79,000 5,65
Total revenues $ 34,587,000 $ 26,1C

The increase in revenues between periods was related to an increase in sales of our branded ophthalmology products, as well as an
Company recorded $5,650,000 in revenues associated with the transfer of profits of recently acquired products sales and profits related where
(“NDAs”) had not yet transferred to the Fab 5 Acquisition and Santen Products Acquisition. This increase in 2023 was offset slightly by a dec
sales of DEXYCU® (which agreement terminated January 1, 2023) and a decrease in sales from our non-ophthalmology compounded products .
in the fourth quarter of 2022. Harrow. During the three and nine months ended September 30, 2023 March 31, 2024, revenues including transfer ¢
from branded products totaled $14,496,000 and $33,863,000, respectively, as $13,868,000, compared to $654,000 and $1,896,000 $6,272,000
transfer of profits) during the same periods period in the prior year, respectively.
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year.

Cost of Sales

Our cost of sales includes direct and indirect costs to manufacture formulations and sell products, including active pharmaceutical ingi
storage, royalties, shipping and handling costs, manufacturing equipment and tenant improvements depreciation, the write-off of obsolete inventc

NDAs, and other related expenses.

The following presents our cost of sales for the three and nine months ended September 30, 2023 March 31, 2024 and 2022: 2023:

For the Three Months
Ended For the Nine
September 30, Septer
2023 2022 Variance 2023
Cost of sales $10,067,000 $ 6,721,000 $ 3,346,000 $28,338,000

Cost of sales

For the Three Months Ended
March 31,
2024 2023
$ 10,553,000 $ 8,27

The increase in our cost of sales was largely attributable to the amortization of acquired product NDAs and product licenses which tot
the three and nine months ended September 30, 2023, respectively, compared to $341,000 and $1,023,000 during the prior year periods, respe
expenses associated with unit volumes sold and increased direct and indirect costs associated with production of our products.

Gross Profit and Margin
Eonthe ::"ll:;:lMonths For the Nine Months Ended B e ]
September 30, September 30, M
2023 2022 Variance 2023 2022 Variance 2024
Gross profit $24,198,000 $16,102,000 $ 8,096,000 $ 65,500,000 $ 49,048,000 $ 16,452,000 $24,034,00(
Gross margin 70.62 % 70.55 % 0.07 % 69.80 % 71.85% (2.05)% 69.4¢

The decrease increase in gross margin between the nine three months ended September 30, 2023 March 31, 2024 and 2022 2023 was prir
acquired NDAs from the Fab 5 Acquisition, beginning an increase in January 2023. sales associated with our branded ophthalmology products,

margin profile than our compounded products.

Selling, General and Administrative Expenses

Our selling, general and administrative expenses include personnel costs, including wages and stock-based compensation, corporate faci
consulting, insurance, filing, legal and accounting fees and expenses as well as costs associated with our marketing activities and sales of our p1

and other non-proprietary pharmacy products and formulations.
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For the Three Months Ended
March 31,
2024 2023
Selling, general and administrative 28,813,000 15,8¢

VEVYE in April December
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In addition, stock-based compensation expense increased by $2,260,000 for the three months ended March 31, 2024, compared to the prior yea
increase.

Research and Development Expenses

Our research and development (“R&D”) expenses primarily include personnel costs, including wages and stock-based compensation,
of intellectual property, investigator-initiated research and evaluations, formulation development, acquired in-process R&D and other costs relate

assets.
The following presents our research and development expenses for the three and nine months ended September 30, 2023 March 31, 202:
For the Three Months
Ended For the Nine
September 30, $ Septe
2023 2022 Variance 2023
Research and development $ 1,421,000 $ 775,000 $ 646,000 $ 3,316,000
For the Three Months Ended
March 31,
2024 2023
Research and development $ 2,149,000 $ VE

The increase in R&D expenses between periods was primarily attributable to increased activity related to our expanded branded pro
product development efforts, product launches, clinical and medical support.

Interest Expense, Net

Interest expense, net was $5,749,000 and $16,200,000 $5,415,000 for the three and nine months ended September 30, 2023 March :
$1,800,000 and $5,386,000 $4,747,000 for the same periods period in 2022, respectively. 2023. The increase during the periods period ended £
compared to the same periods period in 2022 2023 was primarily due to the result of an increase in the outstanding principal amount of our debt
issuance costs.

Equity in Losses of Unconsolidated Entities

During the three and nine months ended September 30, 2023, we recorded a loss of $0, related to our share of losses in Melt, compar¢

the same periods in 2022, respectively, as the Company reduced the carrying value of its investment in Melt to $0 at the end of 2022. obligations.

Investment (Loss) Gain (Loss) from Eton

During the three and nine months ended September 30, 2023 March 31, 2024, we recorded a gainloss of $1,348,000 and $2,676,000, !
the change in fair market value of Eton’s common stock compared to lossesa gain of $(1,031,000) and $(4,341,000)$2,042,000 for
respectively. 2023.

Loss on Extinguishment of Debt

During the nine three months ended September 30, 2023 March 31, 2023, we recorded a loss on extinguishment of debt of $5,465,0
Loan. a loan.

Other Expense, Income, Net
During the three and nine months ended September 30, 2023 March 31, 2024, we recorded other expense, netincome of $195,000 $26,0'

and $344,000, respectively, related primarily to transition services and write-off of inventories associated with the divestment of our non-oph
Nashville.
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March 31, 2024 $68,538,000,
December 31, 2023

$68,538,000
proceeds received from the sale of our Eton investment in April 2024,

Melt and any of our consolidated subsidiaries.
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‘We expect to use our current cash position and funds generated from our operations and any financing to pursue our business pl
commercializing drug candidates, compounded formulations and technologies, integrating and developing our operations, pursuing poten
opportunities arise, including potential acquisitions of additional drug products, drug candidates, and/or assets or technologies, pharmacies, outs
manufacturers, and otherwise fund our operations. We may also use our resources to conduct clinical trials or other studies in support of our for
which we pursue FDA approval, to pursue additional development programs or to explore other development opportunities.

Net Cash Flow

The following provides detailed information about our net cash flows for the nine three months ended September 30, 2023 March 31, 20

For the Nine Month:
2023

Net cash (used in) provided by operating activities $ (4,856,000)
Net cash used in investing activities (152,350,000 )
Net cash provided by (used in) financing activities 126,546,000
Net (decrease) increase in cash and cash equivalents (30,660,000)
Cash and cash equivalents at beginning of the period 96,270,000
Cash and cash equivalents at end of the period $ 65,610,000

For the Three Months Ended

March 31,
2024
Net cash (used in)provided by:
Operating activities $ (4,628,000) $
Investing activities (110,000)
Financing activities (809,000)
Net change in cash and cash equivalents (5,547,000)
Cash and cash equivalents at beginning of the period 74,085,000
Cash and cash equivalents at end of the period $ 68,538,000 $

Operating Activities

Net cash (used in) provided by used in operating activities during the nine three months ended September 30, 2023 March 31, 2024 was !
to cash provided by operating activities of $5,417,000 $(8,214,000) during the same period in the prior year. The increase decrease in net cash use
periods was mainly attributed to an increase in revenues during 2023 and a decrease of $12,287,000 $8,396,000 in accounts receivable related du
product sales collections during the nine three months ended September 30, 2023 March 31, 2024 compared to an increase of $2,309,000 $5,
2022.2023. The increase in net cash used in operating activities in 2023 was also attributed impacted due to an increase in inventory level
associated with the commercial launch of IHEEZO, product acquisitions and integrations and increased costs of goods sold.

Investing Activities

Net cash used in investing activities during the ninethree months ended September 30, 2023March 31, 2024 was $(15z
$(1,738,000) $(130,970,000) during the same period in the prior year. Cash used in investing activities in 2023 was primarily associated withrele
Products Acquisition and VEVYE Acquisition. acquisition of five branded products which closed in January 2023. Cash used in investing ac
associated with related to equipment and software purchases.

Financing Activities

Net cash provided by (used in) financing activities during the nine months ended September 30, 2023 and 2022 was $126,546,000
provided by financing activities during the nine three months ended September 30, 2023 March 31, 2024 and 2023 was primarily related to prc
2027 Notes, the Oaktree Loan $(809,000) and Oaktree Amendment, and the Offering, offset by payment of payroll taxes upon vesting of PSUs i1
employees. $62,162,000, respectively. Cash used in financing activities during the nine three months ended September 30, 2022 March 31, 2024
payroll taxes upon vesting of RSUs in exchange for shares withheld from the employee. employees. Cash provided by financing activities durin
2023 was primarily related to proceeds received from the sale of the notes and entering into loan arrangements, offset by payment of payroll
equity instruments in exchange for shares withheld from employees.
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subsidiaries.

We may acquire new products, product candidates and/or businesses and, as a result, we may need significant additional capital to sup
proposed business operations. We may receive additional proceeds from the exercise of stock purchase warrants that are currently outstan
financing from a variety of sources, including other equity or debt financings, funding from corporate partnerships or licensing arrangements, s
transaction. If we issue equity or convertible debt securities to raise additional funds, our existing stockholders may experience substantial dilu
debt securities may have more favorable terms or rights, preferences and privileges senior to those of our existing stockholders. If we raise addit
licensing arrangements or sales of assets, we may be required to relinquish potentially valuable rights to our product candidates or proprietary te
licenses on terms that are not favorable to us. If we raise funds by incurring additional debt, we may be required to pay significant interest expe
earnings or to our equity capitalization may increase. Obtaining commercial loans, assuming they would be available, would increase our liabiliti
may impose restrictions on our activities, such as the financial and operating covenants. Further, we may incur substantial costs in purst
transactions, including investment banking fees, legal fees, accounting fees, printing and distribution expenses and other costs. We may alsc
expenses in connection with certain securities we may issue, such as convertible notes and warrants, which would adversely impact our financial

We may be unable to obtain financing when necessary as a result of, among other things, our performance, general economic conditior
and pharmacy industries, or our operating history, including our past bankruptcy proceedings. In addition, the fact that we have a limited history
the availability or cost to us of future financings. As a result, sufficient funds may not be available when needed from any source or, if available,
terms that are acceptable to us. If we are unable to raise funds to satisfy our capital needs when needed, then we may need to forego pursuit of
acquisition opportunities, we may not be able to continue to operate our business pursuant to our business plan, which would require us to modi:
to a sustainable level by, among other things, delaying, scaling back or eliminating some or all of our ongoing or planned investments i

development, sales and marketing and other activities, or we may be forced to discontinue our operations entirely.

Recently Issued and Adopted Accounting Pronouncements

See Note 2 to our unaudited condensed consolidated financial statements included in this Quarterly Report.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Not applicable.
Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

‘We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reportt
Securities Exchange Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and reported within the time periods sf
SEC, and that such information is accumulated and communicated to our management, including our principal executive officer and principal

allow for timely decisions regarding required disclosure.

Under the supervision and with the participation of our principal executive officer and principal financial officer, our management cond
controls and procedures, as such term is defined under Rule 13a-15(e) promulgated under the Exchange Act, as they existed on September 30,
evaluation, our principal executive officer and principal financial officer have concluded that our disclosure controls and procedures were effecti
of September 30, 2023 March 31, 2024, the end of the period covered by this Quarterly Report.

Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) duri

2023 March 31, 2024, that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

4128
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PART II
OTHER INFORMATION

Item 1. Legal Proceedings

See Note 1614 to our unaudited condensed consolidated financial statements included in this Quarterly Report for information on
incorporated into this Item by reference.

Item 1A. Risk Factors

In addition to the other information contained in this Quarterly Report you should consider the risk factors and the other information
for the year ended December 31, 2022 December 31, 2023, including our audited financial statements and the related notes and “Manag:
Financial Condition and Results of Operations.” If any such risks actually occur, our business, financial condition, results of operations and futi
materially and adversely affected. In these circumstances, the market price of our common stock would likely decline and you may lose all or |
Additional risks and uncertainties not presently known to us or that we currently deem immaterial also may impair our business operations.

Our sales depend on coverage and reimbursement from government and commercial third-party payers, and pricing and reimbursement pre
to continue to daffect, our profitability.

Sales of our branded products depend on the availability and extent of coverage and reimbursement from third-party payers, including g
private insurance plans. Governments and private payors continue to pursue initiatives to manage drug utilization and contain costs. Further, p
the pandemic, the economic downturn and inflation continue and are likely to increase across the markets we serve. Payors are increasingly fot
and are expected to continue to result, in lower reimbursement rates for our branded products or narrower populations for which payors will 1
scrutiny of the price of drugs and other healthcare costs, together with payor dynamics, have limited, and are likely to continue to limit, our ab
products based on their value, which can have a material adverse effect on our business. In the United States, particularly over the past few yea
proposals have been introduced and/or signed into law that attempt to lower drug prices. These include legislation promulgated by the IRA tha
prices for certain drugs in Medicare, redesigns Medicare Part D benefits to shift a greater portion of the costs to manufacturers, and enables the
if drug prices are increased at a rate faster than inflation in addition to rebates imposed on manufacturers associated with drug waste (whic
TRIESENCE). Additional proposals focused on drug pricing continue to be debated, and additional executive orders focused on drug pricii
adopted and implemented in some form. Government actions or ballot initiatives at the state level also represent a highly active area of policyma
pursuing proposals that limit drug reimbursement under state-run Medicaid programs based on reference prices or permitting importation of drt
may also eventually be adopted at the federal level. Relatedly, despite IHEEZO being issued a J-Code for physician-office billing, CMS has an
which has historically not allowed for the separate billing of anesthesia services in the physician’s office, which could be viewed in conflict with
in-office applications. Because our application for a J-Code for IHEEZO specifically disclosed the likely significant utilization of IHEEZO in t
along with additional communications to this effect, we intend to request that CMS clarify that J-Code 2403, IHEEZO’s permanent J-Code
anesthesia itself (i.e., IHEEZO in our case) in the physician’s office setting. If CMS disagrees with our position, it is possible the separate re
limited to the surgical setting only (e.g., ASCs).

We cannot predict which or how many policy, regulatory, administrative, or legislative changes may ultimately be or effectively estime
if, enacted and implemented. However, to the extent that payer actions further decrease or modify the coverage or reimbursement available f
increased rebates or shift other costs to us, limit or affect our decisions regarding the pricing of or otherwise reduce the use of our products,
adverse effect on our business and results of operations.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.
42
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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
authorized.

Harrow, Inc.

Dated: November 13, 2023 May 13, 2024 By: /s/ Mark L. Bat
Mark L. Baur

Chief Executive Officer

(Principal Executive

By: /s/ Andrew R. E
Andrew R. Bc
Chief Financial Officer (Principal Financ

SECOND AMENDMENT TO LICENSE AND SUPPLY AGREEMENT

This Second Amendment (the “Second Amendment”) is made and entered into as of the _4_th day of August, 2023 (the “Second A
between Sintetica S.A., a Swiss corporation having its principal place of business at Via Penate 5, 6850 Mendrisio, Switzerland, (“Sintetica”
limited liability company having its principal place of business at 102 Woodmont Blvd., Suite 610, Nashville, TN 37205 USA, (“Harrow”). ¢
referred to herein individually as a “Party” and collectively as the “Parties.”

WHEREAS Sintetica and Harrow previously entered into a License and Supply Agreement with a Signing Date of July 25, 2021, as a
“Agreement”);

WHEREAS Harrow wishes to pay Sintetica and Sintetica wishes to receive from Harrow the milestone payments for Milestone Num
advance and at a discounted amount; and

WHEREAS, Sintetica and Harrow desire to amend the Agreement as set forth herein.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and with th
the parties hereby agree as follows:
1. All capitalized terms used in this Second Amendment but not defined shall have the meanings ascribed to them under the terms of the 2

2. Replace Section 7.2(d) in its entirety with the following:
(d) As of the Second Amendment Effective Date, Harrow has paid to Sintetica and Sintetica has received from Harrow the mileston
7.2(a)(i) and 7.2(a)(ii)(a), and the conditions for payment of Milestone Numbers 7.2(a)(ii)(b) and 7.2(a)(ii)(c) are deemed to have beer
Harrow shall pay to Sintetica an amount equal to four million four hundred fifty thousand dollars ($4,450,000.00) for full satisfac
Milestone Numbers 7.2(a)(ii)(b) and 7.2(a)(ii)(c) (“Final Milestone Payment”). Once Sintetica receives the Final Milestone Payment,
from Harrow to Sintetica pursuant to Section 7.2.

3. Replace Section 11.7(v) in its entirety with the following:
(v) Notwithstanding 11.7(iii), for any and all terminations by Sintetica under Section 11.2, or Section 11.3, Section 11.6(a), Section 11
due in accordance with Section 7.2(a)(ii)(b) and Section 7.2(a)(ii)(c), if not already paid, shall become immediately due and payable, a:
if not already paid, set forth in Section 7.2 if Sintetica has already made the PDUFA filing fee payment pursuant to Section 4.2.

4. Replace Section 11.7(vi) in its entirety with the following:
(vi) Harrow shall have the right to sell or otherwise dispose of any inventory of the Product on hand at the time of such terminat
payments to Sintetica in accordance with Section 7.2(a)(ii)(b) and Section 7.2(a)(ii)(c) or Section 7.4, if not already paid.

5 In all other respects, the terms and conditions of the Agreement will remain in full force and effect as written; provided, however, t
Second Amendment will control over the terms and conditions of the Agreement to the extent there are any inconsistencies betwe¢
Agreement.
Page 1 of 2
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IN WITNESS WHEREQOF, the Parties have executed this Second Amendment as of the Second Amendment Effective Date.
SINTETICA S.A.

By: /s/ Nicola Caronzolo
Name: Nicola Caronzolo
Title:  Corporate CEO
SINTETICA S.A.

By: /s/ Luca Casella
Name: Luca Casella

Title:  Corporate CFO
HARROW IP LLC

By: /s/ Andrew Boll
Name: Amdrew Boll

Title:  CFO

Page 2 of 2

CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Mark L. Baum, certify that:

(1) Thave reviewed this quarterly report on Form 10-Q of Harrow, 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 t
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 matei
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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
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 re

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entitit
which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designec

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external pur

accepted accounting principles;

~

C

&

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

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

=

(5) The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 1
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 whic]
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 registr:
reporting.

Date: November 13, 2023 May 13, 2024 /s/ Mark L. Baum

Mark L. Baum
Chief Executive Offi
Principal Executive Of

CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT

I, Andrew R. Boll, certify that:

(1) I'have reviewed this quarterly report on Form 10-Q of Harrow, 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 t
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
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(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all matei
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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
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 re

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entitit

which this report is being prepared;

b

=

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designec
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external pur
accepted accounting principles;

C

<

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

d

=

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

(5) The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 1
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 whicl
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 registr:
reporting.

Date: November 13, 2023 May 13, 2024 /s/ Andrew R. Boll

Andrew R. Boll
Chief Financial Offi
(Principal Financial and Accou

CERTIFICATION REQUIRED BY
SECTION 1350 OF TITLE 18 OF THE UNITED STATES CODE

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned hereby certifies in his capacity as the spe
“Company”), that, to the best of his knowledge, the Quarterly Report of the Company on Form 10-Q for the fiscal quarter ended September 30,
with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, and that the information contained
material respects, the financial condition and results of operations of the Company as of the dates and for the periods presented in the financial st:

Date: November 13, 2023 May 13, 2024

/s/ Mark L. Baum

Mark L. BaumChief Executive Officer
Chief Executive Officer
(Principal Executive Officer)

Date: November 13, 2023 May 13, 2024

/s/ Andrew R. Boll
Andrew R. BollChief Financial Officer
Chief Financial Officer
(Principal Financial and Accounting Officer)

This certification accompanies this Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not b
purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Such certification will not be deemed to be
filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that the Company specifically incorporates it by re

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 66/67

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies. <


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 67/67

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies. <


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

