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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2018

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number 001-31361

BioDelivery Sciences International, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 35-2089858
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)
4131 ParkLake Ave., Suite 225, Raleigh, NC 27612
(Address of principal executive offices) (Zip Code)

Registrant s telephone number (including area code): 919-582-9050

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 No

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 No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer, a smaller reporting company or an emerging growth company. See definition of large accelerated filer ,

accelerated filer and smaller reporting company , or emerging growth company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer Accelerated filer
Non-accelerated filer Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not 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.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes No

As of November 8, 2018, there were 70,707,109 shares of company Common Stock issued and 70,691,618 shares of
company Common Stock outstanding.
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(U.S. DOLLARS, IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

(Unaudited)
September 30,
2018
ASSETS

Current assets:
Cash $ 49,482
Accounts receivable, net 12,568
Inventory, net 5,434
Prepaid expenses and other current assets 4,155
Total current assets 71,639
Property and equipment, net 3,170
Goodwill 2,715
BELBUCAZ® license and distribution rights, net 37,125
Other intangible assets, net 867
Total assets $ 115,516

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:

Accounts payable and accrued liabilities $ 23,919
Total current liabilities 23919
Notes payable, net 50,516
Other long-term liabilities 5,511
Total liabilities 79,946

Commitments and contingencies (Note 12)

Stockholders equity:

Preferred Stock, 5,000,000 shares authorized; Series A Non-Voting

Convertible Preferred Stock. $.001 par value, 2,093,155 shares outstanding at

both September 30, 2018 and December 31, 2017, respectively; Series B

Non-Voting Convertible Preferred Stock, $.001 par value, 3,100 and O shares

outstanding at September 30, 2018 and December 31, 2017, respectively. 2
Common Stock, $.001 par value; 125,000,000 and 75,000,000 shares

authorized at September 30, 2018 and December 31, 2017, respectively;

70,598,687 and 55,904,072 shares issued; 70,583,196 and 55,888,581 shares

outstanding at September 30, 2018 and December 31, 2017, respectively. 71
Additional paid-in capital 379,824
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December 31,
2017

$ 21,195
8,852
6,091
3,610

39,748
3,778
2,715

40,500
1,360

$ 88,101

$ 26,149
26,149
47,660

5,415

79,224

56
313,922
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Treasury stock, at cost, 15,491 shares A7 47
Accumulated deficit (344,280) (305,056)
Total stockholders equity 35,570 8,877
Total liabilities and stockholders equity $ 115,516 $ 88,101

See notes to condensed consolidated financial statements
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(U.S. DOLLARS, IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

Revenues:

Product sales

Product royalty revenues

Research and development reimbursements
Contract revenues

Total Revenues:
Cost of sales

Expenses:
Research and development
Selling, general and administrative

Total Expenses:

Loss from operations
Interest expense
Other expense, net
Bargain purchase gain

(Loss) income before income taxes
Income tax (expense) benefit
Net (loss) income

Beneficial conversion feature of convertible
preferred stock

Net (loss) income attributable to common
stockholders

Basic
Basic (loss) income per share:

Weighted average common stock shares
outstanding:

Table of Contents

$

(Unaudited)
Three Months Ended
September 30,
2018 2017
13,763 $ 8,118
370 1,409
532
23 1,194
14,156 11,253
3,779 4,445
699 1,986
13,489 14,867
14,188 16,853
3,811) (10,045)
(2,567) (1,893)
(2 (13)
(6,380) $ (11,951)
(6,380) $ (11,951)
(12,500)
(18,880) $  (11,951)
029 $ (0.21)
64,900,007 55,604,708

Nine Months Ended
September 30,
2018 2017
$ 34,367 $ 23,798
2,197 3,682
799
1,047 21,194
37,611 49,473
11,760 14,261
4,038 6,246
41,013 44,094
45,051 50,340
(19,200) (15,128)
(7,598) (6,657)
(8) (28)
27,336
$ (26,806) $ 5,523
(53) 15,972
$ (26859 $ 21,495
(12,500)
$ (39359 § 21,495
$ 0.65) % 0.39
60,599,456 55,170,569
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Diluted
Diluted (loss) income per share: $ 029 $ 021) $ 065 $ 0.38

Diluted weighted average common stock
shares outstanding: 64,900,007 55,604,708 60,599,456 56,204,358

See notes to condensed consolidated financial statements
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY

(U.S. DOLLARS, IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

(Unaudited)
Preferred Stock Preferred Stock Additional Total
Series A Series B Common Stock  Paid-In Treasurkccumulatefitockholders
Shares AmountSharesAmount Shares Amount Capital Stock Deficit Equity
Balances, January 1, 2018 2,093,155 $2 $ 55,904,072 $56 $313,922 $(47) $(305,056) $ 8,877
Stock-based compensation 4,896 4,896
Stock option exercises 285,403 528 528
Restricted stock awards 1,733,731 2 2)
Common stock issuance
upon retirement 2,119,925 2 2)
Series B issuance, net of
issuance costs 5,000 47,993 47,993
Series B conversion to
Common Stock (1,900) 10,555,556 11 (11)
Series B beneficial
conversion feature 12,500 (12,500)
Cumulative effect of
accounting change 135 135
Net loss (26,859)  (26,859)
Balances, September 30,
2018 2,093,155 $2 3,100 $ 70,598,687 $71 $379,824 $(47) $(344,280) $ 35,570

See notes to condensed consolidated financial statements
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(U.S. DOLLARS, IN THOUSANDS)

(Unaudited)

Operating activities:

Net (loss) income

Adjustments to reconcile net (loss) income to net cash flows from operating activities
Depreciation

Accretion of debt discount and loan costs

Amortization of intangible assets

Impairment loss on equipment

Provision for inventory obsolescence

Stock-based compensation expense

Deferred income taxes

Bargain purchase gain

Changes in assets and liabilities, net of effect of acquisition:
Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable and accrued liabilities

Deferred revenue

Net cash flows used in operating activities

Investing activities:
BELBUCA® acquisition
Purchase of equipment

Net cash flows used in investing activities

Financing activities:

Proceeds from issuance of Series B preferred stock
Equity finance costs

Proceeds from notes payable

Proceeds from exercise of stock options

Payment on note payable

Payment of deferred financing fees

Net cash flows provided by financing activities

Table of Contents

Nine months ended

September 30,
2018 2017
$(26,859) $ 21,495
685 465
2,953 1,941
3,868 4,103
78
396
4,896 10,223
(15,972)
(27,336)
(3,581) (7,222)
261 2,314
(545) 1,826
427) 8,998
(21,716)
(18,275) (20,881)
(1,951) (3,902)
(155) )
(2,106) (3,907)
50,000
(1,410)
45,000
528 313
(30,000)
(450) (2,798)
48,668 12,515
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Net change in cash and cash equivalents 28,287
Cash and cash equivalents at beginning of period 21,195
Cash and cash equivalents at end of period $ 49,482
Cash paid for interest $ 4,645

See notes to condensed consolidated financial statements
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32,019

$ 19,746
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(U.S. DOLLARS, IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(Unaudited)

Non-cash Operating, Financing and Investing Activities:

The Company recorded the intrinsic value related to the beneficial conversion feature of the Series B Non-Voting
Convertible Preferred Stock during the nine months ended September 30, 2018 totaling $12.5 million to retained

earnings and additional paid-in capital in accordance with accounting principles generally accepted in the United

States ( GAAP ).

The Company recorded the fair value of an accumulated total of 2,119,925 shares of common stock issued to officers
who retired from the Company during the nine months ended September 30, 2018 totaling approximately $5.3 million
to expense in accordance with GAAP.

The Company recorded $0.6 million of accrued financing expenses related to the Series B Non-Voting Convertible
Preferred Stock offering during the nine months ended September 30, 2018. Such expense is recorded as accounts

payable and accrued liabilities in the condensed consolidated balance sheet.

The Company recorded the fair value of the bargain purchase price of the BELBUCA® acquisition totaling
$27.3 million to income during the nine months ended September 30, 2017 in accordance with GAAP.

See notes to consolidated financial statements
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Table of Conten
BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(U.S. DOLLARS, IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(Unaudited)

1. Organization, basis of presentation and summary of significant policies:
Overview

BioDelivery Sciences International, Inc., together with its subsidiaries (collectively, the Company ) is a specialty
pharmaceutical company that is developing and commercializing, either on its own or in partnerships with third
parties, new applications of approved therapeutics to address important unmet medical needs using both proven and
new drug delivery technologies. The Company is focusing on developing products to meet unmet patient needs in the
areas of pain management and addiction.

The accompanying unaudited condensed consolidated financial statements include all adjustments (consisting of
normal and recurring adjustments) necessary for a fair presentation of these financial statements. The condensed
consolidated balance sheet at December 31, 2017 has been derived from the Company s audited consolidated financial
statements included in its annual report on Form 10-K for the year ended December 31, 2017. Certain footnote
disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or
omitted pursuant to the Securities and Exchange Commission rules and regulations. It is suggested that these
condensed consolidated financial statements be read in conjunction with the consolidated financial statements and
notes thereto included in the Company s annual report on Form 10-K for the year ended December 31, 2017.

Operating results for the three and nine-month periods ended September 30, 2018 are not necessarily indicative of
results for the full year or any other future periods.

As used herein, the Company s common stock, par value $0.001 per share, is referred to as the Common Stock and the
Company s preferred stock, par value $0.001 per share, is referred to as the Preferred Stock .

Principles of consolidation

The condensed consolidated financial statements include the accounts of the Company, Arius Pharmaceuticals, Inc.
( Arius ), Arius Two, Inc. ( Arius Two ) and Bioral Nutrient Delivery, LLC ( BND ). For each period presented, BND has
been an inactive subsidiary. All significant inter-company balances and transactions have been eliminated.

Use of estimates in financial statements

The preparation of the accompanying condensed consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported
amounts of revenues and expenses during the period. Actual results could differ from those estimates. The Company
reviews all significant estimates affecting the consolidated financial statements on a recurring basis and records the

Table of Contents 12
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effect of any necessary adjustments prior to their issuance. Significant estimates of the Company include: revenue
recognition, sales allowances such as returns of product sold, government program rebates, customer coupon
redemptions, wholesaler/pharmacy discounts, product service fees, rebates and chargebacks, sales bonuses,
stock-based compensation, determination of fair values of assets and liabilities in connection with business
combinations, and deferred income taxes.

Inventory

Inventories are stated at the lower of cost or net realizable value with costs determined for each batch under the
first-in, first-out method and specifically allocated to remaining inventory. Inventory consists of raw materials, work
in process and finished goods. Raw materials include amounts of active pharmaceutical ingredient for a product to be
manufactured, work in process includes the bulk inventory of laminate (the Company s drug delivery film) prior to
being packaged for sale, and finished goods include pharmaceutical products ready for commercial sale.

On a quarterly basis, the Company analyzes its inventory levels and records allowances for inventory that has become
obsolete, inventory that has a cost basis in excess of the expected net realizable value and inventory that is in excess of
expected demand based upon projected product sales. The Company reserved $0.6 million and $0.2 million for
inventory obsolescence as of September 30, 2018 and December 31, 2017, respectively.

Table of Contents 13
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(U.S. DOLLARS, IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(Unaudited)

1. Organization, basis of presentation and summary of significant policies (continued):

Revenue recognition
Product sales

As discussed further below in Note 2, effective January 1, 2018, the Company adopted Accounting Standards Update

( ASU )2014-09, Revenue from Contracts with Customers ( Topic 606 ) and began recognizing revenue under the new
accounting guidance on that date. Under the new accounting guidance, the Company recognizes revenue on product

sales when control of the promised goods is transferred to its customers in an amount that reflects the consideration

expected to be received in exchange for transferring those goods. The Company accounts for a contract when it has

approval and commitment from both parties, the rights of the parties are identified, payment terms are identified, the

contract has commercial substance and collectability of consideration is probable. When determining whether the

customer has obtained control of the goods, the Company considers any future performance obligations. Generally,

there is no post-shipment obligations on product sold.

Performance obligations

A performance obligation is a promise in a contract to transfer a distinct good or service to the customer and is the
unit of account in Topic 606. A contract s transaction price is allocated to each distinct performance obligation and
recognized as revenue when, or as, the performance obligation is satisfied. The majority of the Company s product
sales contracts have a single performance obligation as the promise to transfer the individual goods is not separately
identifiable from other promises in the contracts and, therefore, not distinct. The Company s performance obligations
are satisfied at a point in time. The multiple performance obligations are not allocated based off of the obligations but
based off of standard selling price.

Adjustments to product sales

The Company recognizes product sales net of estimated allowances for rebates, price adjustments, returns,
chargebacks and prompt payment discounts. A significant majority of the Company s adjustments to gross product
revenues are the result of accruals for its commercial contracts, retail consumer subsidy programs, and Medicaid
rebates.

The Company establishes allowances for estimated rebates, chargebacks and product returns based on numerous

qualitative and quantitative factors, including:

Table of Contents 14
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the number of and specific contractual terms of agreements with customers;

estimated levels of inventory in the distribution channel;

historical rebates, chargebacks and returns of products;

direct communication with customers;

anticipated introduction of competitive products or generics;

anticipated pricing strategy changes by the Company and/or its competitors;

analysis of prescription data gathered by a third-party prescription data provider;

the impact of changes in state and federal regulations; and

the estimated remaining shelf life of products.
In its analyses, the Company uses prescription data purchased from a third-party data provider to develop estimates of
historical inventory channel sell-through. The Company utilizes an internal analysis to compare historical net product
shipments (shipments less returns) to estimated historical prescriptions written. Based on that analysis, management
develops an estimate of the quantity of product in the channel which may be subject to various rebate, chargeback and
product return exposures. To estimate months of ending inventory in the Company s distribution channel, the
Company divides estimated ending inventory in the distribution channel by the Company s recent prescription data,
not considering any future anticipated demand growth. Monthly, for each product line, the Company prepares an
internal estimate of ending inventory units in the distribution channel by adding estimated inventory in the channel at
the beginning of the period, plus net product shipments for the period, less estimated prescriptions written for the
period. This is done for each product line by applying a rate of historical activity for rebates, chargebacks and product
returns, adjusted for relevant quantitative and qualitative factors discussed above, to the potential exposed product
estimated to be in the distribution channel. In addition, the Company receives daily information from the wholesalers
regarding their sales and actual on hand inventory levels of the Company s products. This enables the Company to
execute accurate provisioning procedures.
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(U.S. DOLLARS, IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(Unaudited)

1. Organization, basis of presentation and summary of significant policies (continued):

Product returns-Consistent with industry practice, the Company offers contractual return rights that allow its
customers to return the products within an 18-month period that begins six months prior to and ends twelve months
after expiration of the products. The accrual to payment cycle for returns is longer and can take several years
depending on the expiration of the related products.

Rebates-The liability for rebates is calculated based on historical and current rebate redemption and utilization rates
contractually submitted by each program s administrator.

Price adjustments and chargebacks-The Company s estimates of price adjustments and chargebacks are based on its
estimated mix of sales to various third-party payers, which are entitled either contractually or statutorily to discounts
from the Company s listed prices of its products. If the sales mix to third-party payers is different from the Company s
estimates, the Company will pay higher or lower total price adjustments and/or chargebacks than it had estimated.

Prompt payment discounts-The Company typically offers its wholesale customers a prompt payment discount of 2%
as an incentive to remit payments within a specified number days after the invoice date, depending on the agreement
with the customer.

Cost of sales

Cost of sales includes the direct costs attributable to the production of BELBUCA® and BUNAVAIL®. It includes raw
materials, production costs at the Company s three contract manufacturing sites, quality testing directly related to the
products, and depreciation on equipment that the Company has purchased to produce BELBUCA® and

BUNAVAIL®. It also includes any batches not meeting specifications and raw material yield losses which are
expensed as incurred. Cost of sales also includes royalty expenses that the Company owes to third parties.

Reclassification

Certain amounts were reclassified between Provision for inventory obsolescence, Accounts receivable, Inventories
and Accounts payable and accrued expenses in the Condensed Consolidated Statement of Cash Flows for the nine
months ended September 30, 2017 to conform to current year presentation. These reclassifications had no effect on the

previously reported net cash flows from operations, activities or net losses.

Recent accounting pronouncements-adopted
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The SEC has released SEC Final Rule Release No. 33-10532 Disclosure Update and Simplification, which adopts
amendments to certain disclosure requirements that have become redundant, duplicative, overlapping, outdated, or
superseded, in light of other SEC disclosure requirements, U.S. GAAP, or changes in the information environment.

The amendments also refer certain SEC disclosure requirements that overlap with but require information incremental

to U.S. GAAP to the Financial Accounting Standards Board ( FASB ) for potential incorporation into U.S. GAAP. The
amendments are intended to facilitate the disclosure of information to investors and simplify compliance without
significantly altering the total mix of information provided to investors. These amendments are part of an initiative by
the Division of Corporation Finance to review disclosure requirements applicable to issuers to consider ways to

improve the requirements for the benefit of investors and issuers. The amendments became effective on November 5,
2018 and did not have a material impact to the Company.

Recent accounting pronouncements-issued, not yet adopted

Accounting Standards Update ( ASU ) 2016-02, issued on February 25, 2016, is intended to improve financial reporting
about leasing transactions. The ASU affects all companies and other organizations that lease assets such as real estate,
airplanes, and manufacturing equipment. The ASU will require organizations that lease assets referred to as Lessees to
recognize on the balance sheet the assets and liabilities for the rights and obligations created by those leases. An
organization is to provide disclosures designed to enable users of financial statements to understand the amount,

timing, and uncertainty of cash flows arising from leases. These disclosures include qualitative and quantitative
requirements concerning additional information about the amounts recorded in the financial statements. Under the

new guidance, a lessee will be required to recognize assets and liabilities for leases with lease terms of more than 12
months. Consistent with current GAAP, the recognition, measurement, and presentation of expenses and cash flows
arising from a lease by a lessee primarily will depend on its classification as a finance or operating lease.

However, unlike current GAAP which requires only capital leases to be recognized on the balance sheet, the new ASU
will require both types of leases (i.e., operating and capital leases) to be recognized on the balance sheet. The FASB
lessee accounting model will continue to account for both types of leases. The capital lease will be accounted for in
substantially the same manner as capital leases are accounted for under existing GAAP. The operating lease will be
accounted for in a manner similar to operating leases under existing GAAP, except that lessees will recognize a lease
liability and a lease asset for all of those leases. The new standard requires a
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BIODELIVERY SCIENCES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(U.S. DOLLARS, IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(Unaudited)

1. Organization, basis of presentation and summary of significant policies (continued):

modified-retrospective approach to adoption and is effective for interim and annual periods beginning on January 1,
2019 but may be adopted earlier. The Company expects to adopt this standard beginning in 2019. The Company does
not expect that this standard will have a material impact on its consolidated statements of operations, but the Company
does expect that upon adoption, this standard will impact the carrying value of its assets and liabilities on its
consolidated balance sheets as a result of the requirement to record

right-of-use assets and corresponding lease obligations for current operating leases. In addition, the standard will
require that the Company update its systems, processes and controls it uses to track, record and account for its lease
portfolio.

ASU 2018-07, issued in June 2018, expands the scope of Topic 718, Compensation Stock Compensation , to include
share-based payment transactions for acquiring goods and services from nonemployees. The objective of the ASU is

to maintain or improve the usefulness of the information provided to the users of financial statements while reducing
cost and complexity by simplifying several aspects of existing guidance. The amendments are effective for public
business entities for fiscal years beginning after December 15, 2018, including interim periods within that fiscal year

and early adoption is permitted. The Company is currently assessing the impact of adopting this ASU on its condensed
consolidated financial statements.

2. Revenue from contracts with customers:

Effective January 1, 2018, the Company adopted Topic 606. The Company elected to apply the standard using the
modified retrospective method beginning January 1, 2018. The Company applied this guidance only to those contracts
that were not completed at the date of adoption. As a result of adoption, the cumulative impact to the Company s
retained earnings at January 1, 2018 was $0.135 million. The comparative information has not been restated and
continues to be reported under the accounting standards in effect for those periods. The Company expects the impact
of the adoption of the new standard on its existing contracts to be immaterial to the Company s net income on an
ongoing basis, however additional disclosures have been added in accordance with the ASU.

The Company does not anticipate any significant changes in the timing or amount of revenue recognized for the
Company s product sales and related gross-to-net adjustments under Topic 606. The Company s net product sales
continue to be recognized when delivery has occurred, and its gross-to-net adjustments are estimated and recorded in
the accounting period related to when sales occur in the manner fundamentally consistent with the Company s prior
accounting methodology.
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Under the new standard, timing for recognition of certain contract revenue may be accelerated such that a portion of
revenue will be estimated and recognized in revenue earlier than the previous accounting standards. During the nine
months ended September 30, 2018, the Company recorded financing revenue for two milestones that are not due until
2020 and 2023, respectively.

The main types of revenue contracts are:

Product sales-Product sales amounts relate to sales of BELBUCA® and BUNAVAIL®. These sales are
recognized as revenue when control is transferred to the wholesaler in an amount that reflects the
consideration expected to be received.

Product royalty revenues-Product royalty revenue amounts are based on sales revenue of BELBUCA® under
the Company s license agreement with Purdue Pharma, the PAINKYIproduct under the Company s license
agreement with TTY and the BREAKYL product under the Company s license agreement with Meda.
Product royalty revenues are recognized when control of the product is transferred to the license partner in
an amount that reflects the consideration expected to be received. Supplemental sales-based product royalty
revenue may also be earned upon the subsequent sale of the product at agreed upon contractual rates.

Contract revenue-Contract revenue amounts are related to milestone payments under the Company s license
agreements with its partners including any associated financing component.
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