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PROSPECTUS SUPPLEMENT 
(To Prospectus dated September 10, 2019)

9,375,000 Shares

Common Stock

We are offering 9,375,000 shares of common stock.

Our common stock is listed on The Nasdaq Capital Market under the symbol “LQDA.” The last reported sale price
of our common stock on The Nasdaq Capital Market on June 26, 2020 was $10.90 per share.

We are an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012, as
amended, and, as such, we are subject to reduced public company reporting requirements. See
“Prospectus Supplement Summary—Implications of Being an Emerging Growth Company and a Smaller
Reporting Company.”

Investing in our common stock involves a high degree of risk. See “Risk Factors” beginning on page S-14
of this prospectus supplement, as well as the section captioned “Risk Factors” in our most recently filed
Annual Report on Form 10-K and Quarterly Report on Form 10-Q filed with the Securities and Exchange
Commission on March 16, 2020 and May 11, 2020, respectively, and any subsequent periodic report we file
with the Securities and Exchange Commission, which are incorporated by reference in this prospectus
supplement.

PER SHARE TOTAL

Public offering price $ 8.00 $75,000,000
Underwriting discounts and commissions $ 0.48 $ 4,500,000
Proceeds to Liquidia Technologies, Inc., before expenses $ 7.52 $70,500,000

See “Underwriting” on page S-30 for additional information regarding underwriting compensation.

Eshelman Ventures, LLC, or Eshelman, our largest stockholder, has indicated an interest in purchasing up to
$15.0 million of shares of our common stock in this offering at the public offering price per share and on the same
terms as the other purchasers in this offering. However, because indications of interest are not binding
agreements or commitments to purchase, the underwriters may determine to sell more, less, or no shares in this
offering to Eshelman, or Eshelman may determine to purchase more, less, or no shares in this offering.

We have granted the underwriters an option to purchase up to an additional 1,406,250 shares from us at the
public offering price, less underwriting discounts and commissions, within 30 days of the date of this prospectus
supplement. If the underwriters exercise this option in full, the total underwriting discounts and commissions will be
$5,175,000 and the total proceeds, before expenses, to us will be $81,075,000.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement and the accompanying
prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters are offering the shares of our common stock as set forth under “Underwriting.” Delivery of the
shares of common stock will be made on or about July 2, 2020.

Sole Book-Running Manager

Jefferies
Co-Managers

Needham & Company
The date of this prospectus supplement is June 29, 2020.

(1)

(1)

http://www.sec.gov/Archives/edgar/data/1330436/000143774920005249/lqda20191231b_10k.htm
http://www.sec.gov/Archives/edgar/data/1330436/000143774920010311/lqda20200331_10q.htm
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ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement and the accompanying prospectus are part of a registration statement on
Form S-3 that we initially filed with the U.S. Securities and Exchange Commission, or the SEC, on
August 23, 2019, and that was declared effective by the SEC on September 10, 2019.

This document is in two parts. The first part is this prospectus supplement, which describes the specific
terms of this common stock offering and also adds to and updates information contained in the
accompanying prospectus and the documents incorporated by reference herein. The second part, the
accompanying prospectus, provides more general information. Generally, when we refer to this prospectus,
we are referring to both parts of this document combined. To the extent there is a conflict between the
information contained in this prospectus supplement and the information contained in the accompanying
prospectus or any document incorporated by reference therein filed prior to the date of this prospectus
supplement, you should rely on the information in this prospectus supplement; provided that if any statement
in one of these documents is inconsistent with a statement in another document having a later date—for
example, a document incorporated by reference in the accompanying prospectus—the statement in the
document having the later date modifies or supersedes the earlier statement.

We further note that the representations, warranties and covenants made by us in any agreement that is
filed as an exhibit to any document that is incorporated by reference herein were made solely for the benefit
of the parties to such agreement, including, in some cases, for the purpose of allocating risk among the
parties to such agreements, and should not be deemed to be a representation, warranty or covenant to you.
Moreover, such representations, warranties or covenants were accurate only as of the date when made.
Accordingly, such representations, warranties and covenants should not be relied on as accurately
representing the current state of our affairs.

We have not authorized anyone to provide any information other than that contained or incorporated by
reference in this prospectus supplement, the accompanying prospectus or in any free writing prospectus
prepared by or on behalf of us or to which we have referred you. We take no responsibility for, and can
provide no assurance as to the reliability of, any other information that others may give you. This prospectus
supplement and the accompanying prospectus do not constitute an offer to sell, or a solicitation of an offer to
purchase, the securities offered by this prospectus supplement and the accompanying prospectus in any
jurisdiction to or from any person to whom or from whom it is unlawful to make such offer or solicitation of an
offer in such jurisdiction. The information contained in this prospectus supplement or the accompanying
prospectus, or incorporated by reference herein or therein is accurate only as of the respective dates
thereof, regardless of the time of delivery of this prospectus supplement and the accompanying prospectus
or of any sale of our common stock. It is important for you to read and consider all information contained in
this prospectus supplement and the accompanying prospectus, including the documents incorporated by
reference herein and therein, in making your investment decision. You should also read and consider the
information in the documents to which we have referred you in the sections entitled “Where You Can Find
More Information” and “Incorporation of Documents by Reference” in this prospectus supplement and in the
accompanying prospectus.

We are offering to sell, and seeking offers to buy, shares of our common stock only in jurisdictions where
offers and sales are permitted. The distribution of this prospectus supplement and the accompanying
prospectus and the offering of the common stock in certain jurisdictions may be restricted by law. Persons
outside the United States who come into possession of this prospectus supplement and the accompanying
prospectus must inform themselves about, and observe any restrictions relating to, the offering of the
common stock and the distribution of this prospectus supplement and the accompanying prospectus outside
the United States. This prospectus supplement and the accompanying prospectus do not constitute, and
may not be used in connection with, an offer to sell, or a solicitation of an offer to buy, any securities offered
by this prospectus supplement and the accompanying prospectus by any person in any jurisdiction in which
it is unlawful for such person to make such an offer or solicitation.

Unless otherwise indicated or unless the context otherwise requires, all references in this prospectus
supplement to “Liquidia”, “Liquidia Technologies,” “we”, “us”, “our”, “our business”, “our company” or similar
references mean Liquidia Technologies, Inc., and its wholly owned subsidiaries: Liquidia Corporation, a
Delaware corporation, Gemini Merger Sub I, Inc., a Delaware corporation, and Gemini Merger Sub II, LLC, a
Delaware limited liability company.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary description about us and our business highlights selected information contained elsewhere in
this prospectus supplement and the accompanying prospectus or incorporated by reference. This summary
does not contain all of the information you should consider before investing in our common stock. You
should carefully read this entire prospectus supplement and accompanying prospectus, including each of the
documents incorporated herein by reference, before making an investment decision. As used in this
prospectus supplement, the terms “we,” “us,” “our,” “our business”, “our company” and “Liquidia” mean
Liquidia Technologies, Inc., a Delaware corporation, and its wholly owned subsidiaries: Liquidia Corporation,
a Delaware corporation, Gemini Merger Sub I, Inc., a Delaware corporation, and Gemini Merger Sub II, LLC,
a Delaware limited liability company.

Overview
We are a late-stage clinical biopharmaceutical company focused on the development and commercialization
of novel products utilizing our proprietary PRINT  technology to transform the lives of patients. PRINT, or
Particle Replication In Non-wetting Templates, is a particle engineering platform that enables precise
production of uniform drug particles designed to improve the safety, efficacy and performance of a wide
range of therapies. We are currently focused on the development of two product candidates for which we
hold worldwide commercial rights: LIQ861 for the treatment of pulmonary arterial hypertension, or PAH, and
LIQ865 for the treatment of local post-operative pain. LIQ861, for which we filed a New Drug Application, or
NDA, with the U.S. Food and Drug Administration, or FDA, in January 2020 and which was accepted by the
FDA in April 2020, is an inhaled dry powder formulation of treprostinil designed to improve the therapeutic
profile of treprostinil by enhancing deep-lung delivery and achieving higher dose levels than current inhaled
therapies. We have applied our PRINT technology to enable us to deliver LIQ861 through a convenient,
palm-sized dry powder inhaler, or DPI. We have also applied our PRINT technology to our second product
candidate, LIQ865, for which we have completed two Phase 1 clinical trials and have initiated Phase 2-
enabling toxicology studies. LIQ865 is designed to deliver sustained-release particles of bupivacaine, a non-
opioid anesthetic, to treat local post-operative pain for three to five days through a single administration.
Additionally, we recently initiated a pre-clinical program to develop an inhaled product leveraging the benefits
of our PRINT technology to engineer particles with precise, uniform, aerodynamic size and shape for deep
lung delivery.

Product Pipeline
We are currently focused on the development of two product candidates for which we hold worldwide
commercial rights: LIQ861 for the treatment of pulmonary arterial hypertension, or PAH, and LIQ865 for the
treatment of local post-operative pain.

The following table summarizes our clinical-stage product candidates being developed using PRINT
technology:
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LIQ861
In January 2020, we submitted an NDA to the FDA for LIQ861, our lead product candidate, as a potential
treatment for patients with PAH. In April 2020, the FDA accepted the NDA for review and provided a
Prescription Drug User Fee Act (PDUFA) goal date of November 24, 2020. Treprostinil is a synthetic analog
of prostacyclin, a vasoactive mediator essential to normal lung function, which is deficient in patients with
PAH. We believe that LIQ861 has the potential to improve the therapeutic profile of existing formulations of
treprostinil by enhancing deep-lung delivery and achieving higher dose levels than current inhaled therapies.
We are developing LIQ861 under the 505(b)(2) regulatory pathway with Tyvaso as the reference listed drug,
which allows us to rely in part on the FDA’s previous findings of efficacy and safety of Tyvaso and the active
ingredient treprostinil, which has been approved in four different products administered through the oral,
inhaled and continuous infusion (parenteral) routes.

Our NDA submission is based in part upon the results of our open-label Phase 3 clinical trial, INSPIRE, or
Investigation of the Safety and Pharmacology of Dry Powder Inhalation of Treprostinil, for LIQ861, the
initiation of which we announced in January 2018. The primary objective of the INSPIRE study was to
evaluate the long-term safety and tolerability of LIQ861. The study was designed to evaluate patients who
have either been under stable treatment with Tyvaso (nebulizer-delivered treprostinil) for at least
three months and were transitioned to LIQ861 under the protocol, or Transition patients, or patients who had
been under stable treatment with no more than two non-prostacyclin oral PAH therapies for at least
three months and then had their treatment regimen supplemented with LIQ861 under the protocol, or Add-
On patients. Within the INSPIRE study, 18 Transition patients were evaluated in a one-directional crossover
sub-study comparing bioavailability and pharmacokinetics, or PK, of treprostinil following dosing of LIQ861
as compared with Tyvaso.

In March 2019, we reported that we had completed enrollment and met the primary endpoint, which was
long-term safety and tolerability, in our INSPIRE trial. LIQ861 was observed to be well-tolerated in 109
patients, with 101 patients (93%) completing at least two months of treatment. During the two-month period,
LIQ861 was evaluated at doses up to 159 mcg with no study-drug related serious adverse events. Dosing
has exceeded 159 mcg in some patients receiving drug beyond the Month 2 time point. We have not yet
determined a maximum tolerated dose of LIQ861. We also reported fully enrolling our one-directional
crossover sub-study comparing bioavailability and PK of treprostinil as sub-study patients transitioned from
Tyvaso to LIQ861.

In April 2019, we reported further data from these 109 patients in our INSPIRE trial on exploratory endpoints
at two months of treatment that demonstrated generally favorable results with respect to six-minute walk
distance and quality of life as indicated by the Minnesota Living with Heart Failure Questionnaire, or MLHFQ.
In May 2019, we reported further presentation of this data at the American Thoracic Society, or ATS,
International Conference 2019.

In June 2019, we reported results from the INSPIRE study indicating that the 79.5 mcg dose of LIQ861
correlates with nine breaths of Tyvaso, the maximum recommended label dose of Tyvaso. Analysis of the
data from the PK sub-study in patients showed variability in systemic plasma levels of both LIQ861 and
Tyvaso, which is believed to be attributed to variation in severity of disease and has been seen in prior
studies of treprostinil in patients. To more accurately characterize the PK of LIQ861, we conducted two
additional PK studies in healthy volunteers. In the first of these studies, we observed unexpected variability
in PK levels. Post-hoc analysis showed that plasma levels of treprostinil were tightly correlated to the LIQ861
dose delivered. Based upon additional non-clinical and clinical work, we believe the unexpected variability
seen in this healthy volunteer study was due to an administration technique unique to the conduct of the
study in the Phase 1 setting. In August 2019, we completed a second PK study in healthy volunteers in
which the proper administration technique was followed. This study demonstrated significantly reduced
variability, and we believe we have established comparative bioavailability to the reference listed drug.

In August 2019, we completed the INSPIRE trial. Final enrollment in the pivotal INSPIRE trial included 121
PAH patients to assess safety and tolerability through Month 2, the primary endpoint of the trial. Of the 121
patients enrolled in the study, 55 were Transition patients and 66 were Add-On patients. Add-On patients
started on a dose of 26.5 mcg of LIQ861, with most (>80%) titrating to a 79.5 mcg dose or higher within the
first two months of treatment. Consistent with preliminary data presented in the second quarter of 2019,
LIQ861 was observed to be well-tolerated and treatment-emergent adverse events, or TEAEs, were mostly
mild to moderate in nature at Month 2 up to doses of 159 mcg of LIQ861, the highest dose studied at Month
2.
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Durability of therapy with LIQ861 appeared to be favorable, with 96% of Transition patients and 91% of Add-
On patients remaining on study drug at the Month 2 timepoint.

In April 2020, we reported final safety and tolerability results from the two-month endpoint of the INSPIRE
study. Of the 121 PAH patients, 113, or 93%, completed their two-month visit. The most common reported
TEAEs (reported in ≥ four percent) were cough (42%), headache (26%), throat irritation (16%), dizziness
(11%), diarrhea (9%), chest discomfort (8%), nausea (7%), dyspnea (5%), flushing (5%) and oropharyngeal
pain (4%).

Initial analysis of the exploratory endpoints from the INSPIRE study indicates that LIQ861 may provide
functional and quality-of-life benefits to PAH patients in New York Heart Association, or NYHA, functional
classes II and III. More than 90% of all patients who completed two months of treatment maintained or
improved their NYHA functional class. Additionally, we observed improvement in six-minute-walk-distance
and quality of life as measured by the MLHFQ in both patient groups.

We continued to treat patients who chose to remain on LIQ861 beyond the Month 2 timepoint of the primary
endpoint. More than 80% of INSPIRE patients remained on study drug at Month 4 with no significant
changes in safety or tolerability observed compared to Month 2. At the completion of the INSPIRE study, the
patient with the longest duration of treatment had been on LIQ861 therapy for 18 months and the highest
dosing reached in the INSPIRE study was 212 mcg of treprostinil given four times per day. To provide for
continuity of treatment, patients from INSPIRE were provided the opportunity to continue receiving treatment
in an extension study, which is currently ongoing. In addition, when the COVID-19 pandemic has ended and
when it is safe to do so, we plan to resume enrolling patients in a clinical study at certain investigational sites
in Europe to characterize the hemodynamic dose-response relationship to LIQ861. We are also considering
conducting other clinical trials to generate additional data on LIQ861, including a clinical trial in pediatric
patients. We also continue to conduct development work in support of potential approval and
commercialization of LIQ861, including label and patient-use assessments.

LIQ865
LIQ865 is our proprietary injectable, sustained-release formulation of bupivacaine, a non-opioid pain
medication. We have engineered the size and composition of the LIQ865 PRINT particles to release
bupivacaine over three to five days through a single administration for the management of local post-
operative pain after a surgical procedure. We completed a Phase 1a clinical trial of LIQ865 in Denmark in
2017 and a Phase 1b clinical trial in the United States in 2018. We initiated Phase 2-enabling toxicology
studies in 2019 to assess LIQ865 in multiple non-clinical tissue models. Results from a study to assess
incision tensile strength after healing were acceptable and not statistically different from controls. A
nonclinical study to examine soft tissue healing was also completed, and the results were acceptable and
comparable to vehicle-treated, saline-treated, and Marcaine-treated sites. We believe this data supports
progression to Phase 2 hernia repair studies. In a study to assess bone fracture healing, we observed dose-
dependent delayed healing at the two LIQ865 doses studied; however, there were no adverse effects noted
on surrounding soft tissues. Additional studies have been initiated with lower doses of LIQ865 to determine a
no adverse effect level, or NOAEL, on bone healing. We will review the results from these toxicology studies,
and if supportive, we intend to initiate Phase 2 proof-of-concept clinical trials, subject to availability of capital
and other factors, during 2021. We believe LIQ865, if successfully developed and approved, has the
potential to provide significantly longer local post-operative pain relief compared to currently marketed
formulations of bupivacaine.

Other Potential Applications of PRINT
We believe that our PRINT technology can be applied to a wide range of therapeutic areas, molecule types
and routes of administration. We are currently focused on developing product candidates that we believe are
eligible to be approved under the 505(b)(2) regulatory pathway, which can be capital efficient and potentially
enable a shorter time to approval, as it allows us to rely in part on existing knowledge of the safety and
efficacy of the relevant reference listed drugs to support our applications for approval in the United States. If
any of our product candidates are approved, we intend to conduct initial commercial manufacturing of drug
product using in-house capabilities, and to outsource packaging and distribution to third parties. Where
appropriate, we may also transition the commercial manufacture of our drug product to third parties. In
addition to developing our two product candidates, we have provided specific field-limited licenses to our
PRINT technology to pharmaceutical companies seeking to develop their own potential drugs and biological
therapies.
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Acquisition of RareGen, LLC

Overview
On June 29, 2020, or the Signing Date, we and RareGen, LLC, a Delaware limited liability company, or
RareGen, entered into an Agreement and Plan of Merger, or the Merger Agreement, by and among our
company (Liquidia Technologies, Inc.), RareGen, Gemini Merger Sub I, Inc., a Delaware corporation, or
Liquidia Merger Sub, Gemini Merger Sub II, LLC, a Delaware limited liability company, or RareGen Merger
Sub, PBM RG Holdings, LLC, a Delaware limited liability company, as Members’ Representative, and
Liquidia Corporation, a newly formed Delaware corporation. Following the Merger Transaction described
below, our company will become a wholly owned subsidiary of Liquidia Corporation, and each outstanding
share of our common stock, including the shares issued in this offering, will automatically convert into one
share of common stock of Liquidia Corporation. Liquidia Corporation is expected to trade on the Nasdaq
Capital Market under the ticker symbol “LQDA,” as the successor to our company.

About RareGen
RareGen provides strategy, investment, and commercialization for rare disease pharmaceutical products.
RareGen has a small, targeted sales force focused on PAH. Pursuant to a Promotion Agreement, dated as
of August 1, 2018, or the Promotion Agreement, as amended, between RareGen and Sandoz Inc., or
Sandoz, RareGen owns the exclusive rights to conduct any and all promotional and non-promotional
activities to encourage the appropriate use of the first-to-file substitutable generic of treprostinil injection for
the treatment of patients with PAH in the United States. This product is currently used only for intravenous
administration and is delivered by continuous infusion daily. Approximately 50% of branded Remodulin
sales are derived from intravenous administration and 50% of branded Remodulin  sales are derived from
subcutaneous administration. The majority of sales made pursuant to the Promotion Agreement are made
through specialty pharmacies. In consideration for RareGen conducting the above-mentioned activities,
RareGen receives a portion of the net profits generated from the sales of the Sandoz’s generic treprostinil
product, or the Product. Since January 2019, RareGen has also been responsible for identifying,
manufacturing and/or developing medical devices, including pumps and cartridges, that can be used to
administer the Product. The Promotion Agreement, unless earlier terminated, initially extends until the eight-
year anniversary of the first commercial sale of the Product by Sandoz, which occurred on or about
March 25, 2019, or the Initial Term. The Promotion Agreement automatically renews for successive two year
terms unless the Initial Term or any renewal period is earlier terminated. We refer to such renewal terms,
collectively with the Initial Term, as the Term. Upon the closing of the Merger Transaction with RareGen
described below, RareGen will become a subsidiary of Liquidia Corporation, and RareGen will maintain its
responsibilities under the Promotion Agreement, including sales and marketing. RareGen and Sandoz are
jointly responsible for commercial strategy and payer strategy. Sandoz will continue to hold the Abbreviated
New Drug Application, or ANDA, manage the supply chain, recognize and report revenue, and manage
contracts with payers, as shown below:
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On April 16, 2019, Sandoz and RareGen filed a complaint against United Therapeutics Corporation, or
United Therapeutics, and Smiths Medical ASD, Inc., or Smiths Medical, in the District Court of New Jersey
(Case No. No. 3:19-cv-10170), or the UTC/Smiths Medical litigation, alleging that United Therapeutics and
Smiths Medical violated the Sherman Antitrust Act of 1890, state law antitrust statutes and unfair competition
statutes by engaging in anticompetitive acts regarding the drug treprostinil for the treatment of PAH. On
March 20, 2020, Sandoz and RareGen filed a first amended complaint adding a claim that United
Therapeutics breached a settlement agreement that was entered into in 2015, in which United Therapeutics
agreed to not interfere with Sandoz’s efforts to launch its generic treprostinil, by taking calculated steps to
restrict and interfere with the launch of Sandoz’s competing generic product. United Therapeutics developed
treprostinil under the brand name Remodulin  and Smiths Medical manufactured a pump and cartridges that
are used to inject treprostinil into patients continuously throughout the day. Sandoz and RareGen allege that
United Therapeutics and Smiths Medical entered into anticompetitive agreements (i) whereby Smiths
Medical placed restrictions on the cartridges such that they can only be used with United Therapeutics’
branded Remodulin  product and (ii) requiring Smiths Medical to enter into agreements with specialty
pharmacies to sell the cartridges only for use with Remodulin . Liquidia Corporation or its subsidiaries post-
closing will not be entitled to any proceeds resulting from, or bear any financial or other liability for, the
UTC/Smiths Medical litigation.

Merger Agreement
Under the terms of the Merger Agreement, Liquidia Merger Sub, which is a wholly owned subsidiary of
Liquidia Corporation, will merge with and into Liquidia Technologies, Inc., which is referred to as the Liquidia
Merger, and RareGen Merger Sub, a wholly owned subsidiary of Liquidia Corporation, will merge with and
into RareGen, which is referred to as the RareGen Merger and, together with the Liquidia Merger, the
Merger Transaction. Upon consummation of the Merger Transaction, the separate corporate existences of
Liquidia Merger Sub and RareGen Merger Sub will thereupon cease and Liquidia Technologies and
RareGen will continue as wholly owned subsidiaries of Liquidia Corporation, which will be the publicly traded
holding company.

The organization of the companies before and after the Merger Transaction are illustrated below:

In the Liquidia Merger, each outstanding share of our common stock, $0.001 par value per share, whether
certificated or held in book-entry form, will automatically convert into one share of common stock, $0.001 par
value per share, of Liquidia Corporation, which we refer to herein as Liquidia Corporation common stock,
and such shares of our common stock converted into Liquidia Corporation common stock will be cancelled.
In addition, (i) each outstanding option and warrant to purchase shares of our common stock will be
assumed by Liquidia Corporation and will thereafter represent the right to purchase a like number of shares
of Liquidia Corporation common stock on the same terms and conditions, including vesting and exercise
price per share, currently applicable to such options or warrants, as applicable, and (ii) each outstanding
restricted stock unit to acquire shares of our common stock will be assumed by Liquidia Corporation and will
thereafter represent the right to acquire a like number of shares of Liquidia Corporation common stock on
the same terms and conditions, including vesting, currently applicable to such restricted stock units.
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Consideration to RareGen
At the closing of the RareGen Merger, RareGen members will receive an aggregate of 6,166,666 shares of
Liquidia Corporation common stock, including 616,666 shares of Liquidia Corporation common stock, which
will be withheld from RareGen members to secure the indemnification obligations of RareGen members. The
shares of Liquidia Corporation common stock acquired by RareGen members at closing will be subject to a
lock-up for a period ending six months after the closing date. Additionally, RareGen members have a
contingent right to receive an aggregate of up to an additional 2,708,333 shares of Liquidia Corporation
common stock, based upon the amount of net sales of the Product during 2021.

The Merger Agreement also contains mutual customary indemnification obligations of each of RareGen and
Liquidia.

Board of Directors Following the Merger Transaction
Immediately after completion of the Merger Transaction, the Liquidia Corporation board of directors will
consist of nine directors, including: (i) seven members of the Liquidia Technologies board of directors as of
immediately prior to the Signing Date; and (ii) two current members of the RareGen board of directors,
namely Roger A. Jeffs, Ph.D. and Paul B. Manning. It is currently anticipated that a member of the Liquidia
Technologies board of directors will resign on the closing date, but no such determinations regarding
resignations have been made as of the date of this prospectus.

Following closing, Liquidia Corporation is expected to trade on the Nasdaq Capital Market under the ticker
symbol “LQDA,” as the successor to Liquidia Technologies.

Accounting Treatment; Tax-Free Reorganization
Liquidia Corporation intends to account for the Merger Transaction as a “purchase” of RareGen by Liquidia
Technologies for financial reporting and accounting purposes, in accordance with U.S. generally accepted
accounting principles. The Merger Transaction is expected to close in the fourth quarter of 2020. The Merger
Agreement was approved by the Liquidia Technologies Board. It is intended for the Liquidia Merger to qualify
as a “reorganization” for U.S. federal income tax within the meaning of Section 368(a) of the Internal
Revenue Code of 1986, as amended, or the Code and for the Merger Transaction as a whole to qualify as a
transfer described in Section 351 of the Code.

Closing Conditions; Termination
The Merger Agreement contains certain customary representations, warranties and covenants and is subject
to the satisfaction or waiver of certain customary conditions, including, but not limited to, affirmative approval
of the holders of a majority of our common stock and the registration statement on Form S-4 used to register
the Liquidia Corporation common stock being declared effective by the SEC. The Merger Agreement may be
terminated if, among other things, the Merger Transaction shall not become effective by December 31, 2020,
our stockholders do not approve the Merger Transaction and upon a material breach of a party’s
representations and covenants or failure to perform a covenant and such breach is not cured within 30 days
following receipt by the breaching party of such material breach or failure. In the event the Merger
Agreement is terminated by (i) us on account of accepting a superior proposal from a third party, or
(ii) RareGen on account of our board of directors having made a change in recommendation to our
stockholders, then we shall pay to RareGen a termination fee equal to $7.5 million.

Abandoned Private Offering
In connection with the negotiations of the Merger Transaction prior to June 25, 2020, we had preliminary
discussions with a number of potential accredited investors concerning a possible private placement of
shares of our common stock having an approximate offering size equivalent to the size of the offering
contemplated by this prospectus supplement, to be completed in reliance on the exemption from registration
provided by Section 4(a)(2) of the Securities Act of 1933, as amended, or the Securities Act, and/or
Regulation D and Rule 506 promulgated thereunder. We and any person acting on our behalf offered
securities only to persons that were, or that we reasonably believed to be, accredited investors, as defined in
Regulation D under the Securities Act. On June 25, 2020, we discontinued the private offering discussions,
all offering activity in connection therewith was terminated and any offers to buy or indications of interest
given in the private offering were rejected or otherwise not accepted. This prospectus supplement and the
accompanying prospectus supersedes any offering materials used in the private offering.
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Implications of Being an Emerging Growth Company and a Smaller Reporting Company
We qualify as an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of
2012, as amended, or the JOBS Act. As an emerging growth company, we may take advantage of specified
reduced disclosure and other requirements that are otherwise applicable generally to public companies. As
an emerging growth company, among other reduced disclosure requirements:

we provide reduced disclosure about our executive compensation arrangements;

we are not required to have advisory votes on executive compensation or golden parachute
arrangements; and

we have an exemption from the auditor attestation requirement in the assessment of our internal
control over financial reporting.

We may take advantage of these exemptions for up to five years or such earlier time that we are no longer
an emerging growth company. We would cease to be an emerging growth company on the date that is the
earliest of  (i) the last day of the fiscal year in which we have total annual gross revenues of  $1.07 billion or
more; (ii) the last day of 2023; (iii) the date on which we have issued more than $1.0 billion in nonconvertible
debt during the previous three years; or (iv) the date on which we are deemed to be a large accelerated filer
under the rules of the SEC. We have chosen to opt out of the extended transition periods available to
emerging growth companies under the JOBS Act for complying with new or revised accounting standards.
Section 107 of the JOBS Act provides that our decision to opt out of the extended transition periods for
complying with new or revised accounting standards is irrevocable. We may choose to take advantage of
some but not all of these other exemptions available to emerging growth companies.

As a “smaller reporting company,” as defined in Rule 12b-2 of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, in addition to providing reduced disclosure about our executive
compensation arrangements and business developments, among other reduced disclosure requirements
available to smaller reporting companies, we present only two years of audited financial statements in
addition to any required unaudited interim financial statements with correspondingly reduced “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” disclosure.

We have taken advantage of reduced reporting requirements in this prospectus. Accordingly, the information
contained herein may be different from the information you receive from other public companies in which you
hold stock.

Corporate Information
Liquidia Technologies, Inc. was incorporated in Delaware on June 8, 2004. Our principal executive offices
are located at 419 Davis Drive, Suite 100, Morrisville, North Carolina 27560 and our telephone number is
(919) 328-4400. Our mailing address is PO Box 110085, Research Triangle Park, NC 27709. Our website is
located at www.liquidia.com. The information on or that can be accessed through our website is not
incorporated by reference into this prospectus supplement, and you should not consider any such
information as part of this prospectus or any accompanying prospectus supplement or related free writing
prospectus or in deciding whether to purchase our common stock.
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THE OFFERING

Common stock offered by us 9,375,000 shares

Option to purchase additional shares
of common stock We have granted the underwriters an option to purchase up to

1,406,250 additional shares from us within 30 days of the date of
this prospectus supplement.

Common stock to be outstanding
after the offering 37,743,698 shares, or 39,149,948 shares if the underwriters

exercise in full their option to purchase additional shares.

Use of proceeds We intend to use the net proceeds of the offering for commercial
development of LIQ861, for ongoing development of LIQ865 and
for general corporate purposes. The net proceeds are not being
used to fund the acquisition of RareGen and we do not expect to
use any material proceeds from this offering to fund the
operations of RareGen.

Nasdaq Capital Market symbol “LQDA”

Risk factors You should read the “Risk Factors” section of this prospectus
supplement and our most recent Annual Report on Form 10-K
and Quarterly Report on Form 10-Q filed with the SEC on
March 16, 2020 and May 11, 2020, respectively, and any
subsequent reports incorporated by reference herein, for a
discussion of factors to consider carefully before deciding to
invest in shares of our common stock.

Insider participation Eshelman Ventures, LLC, or Eshelman, our largest stockholder,
has indicated an interest in purchasing up to $15.0 million of
shares of our common stock in this offering at the public offering
price per share and on the same terms as the other purchasers in
this offering. However, because indications of interest are not
binding agreements or commitments to purchase, the
underwriters may determine to sell more, less, or no shares in
this offering to Eshelman, or Eshelman may determine to
purchase more, less, or no shares in this offering.

The number of shares of common stock outstanding after this offering is based on 28,368,698 shares of our
common stock outstanding as of March 31, 2020, and excludes:

2,564,391 shares of common stock issuable upon the exercise of stock options outstanding as of
March 31, 2020, with a weighted average exercise price of  $8.04 per share, of which 11,151 shares
of common stock were subsequently issued upon the exercise of stock options after March 31, 2020;

390,000 shares of common stock issuable upon the exercise of stock options granted after
March 31, 2020, with a weighted average exercise price of  $8.9656 per share;

106,274 shares of common stock issuable upon the exercise of warrants outstanding as of
March 31, 2020, with an exercise price of  $0.0168 per share;
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an aggregate of 145,255 shares of common stock issuable upon the vesting of outstanding restricted
stock units as of March 31, 2020; and

an additional 1,723,469 shares of common stock available for future issuance under the Liquidia
Technologies, Inc. 2018 Long-Term Incentive Plan, or the 2018 Plan.

Except as otherwise indicated, all information contained in this prospectus supplement assumes no exercise
of outstanding options or vesting of restricted stock units after March 31, 2020, and no exercise by the
underwriters of their option to purchase up to an additional 1,406,250 shares of our common stock from us in
this offering. The number of shares to be outstanding after the offering also excludes the 6,166,666 shares
issuable to the RareGen members at the closing of the Merger Transaction and the up to an additional
2,708,333 shares of Liquidia Corporation common stock issuable to RareGen members based upon the
amount of net sales RareGen generates pursuant to the Promotion Agreement during 2021.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus supplement and the accompanying prospectus, any free
writing prospectus and in the documents incorporated by reference herein constitute “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995. All statements other
than statements of historical facts contained in this prospectus may be forward-looking statements. In some
cases, you can identify forward-looking statements by terms such as “may,” “might,” “will,” “should,”
“expects,” “plans,” “anticipates,” “could,” “would,” “intends,” “targets,” “projects,” “contemplates,” “believes,”
“estimates,” “predicts,” “potential” or “continue” or the negative of these terms or other similar expressions.
Forward-looking statements involve known and unknown risks, uncertainties and other important factors that
may cause our actual results, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. Forward-looking
statements include, but are not limited to, statements about:

those identified and disclosed in our public filings with the SEC, including, but not limited to (i) the
timing of and our ability to obtain and maintain regulatory approvals for our product candidates,
including potential FDA approval of the January 2020 filing of our New Drug Application, or NDA, for
LIQ861; (ii) the timeline and outcome of  (x) our current litigation with United Therapeutics in the U.S.
District Court for the District of Delaware and (y) our two petitions for inter partes review with the
Patent Trial and Appeal Board of the U.S. Patent and Trademark Office; (iii) our ability to predict
foresee and effectively address or mitigate future developments resulting from the COVID-19
pandemic or other global shutdowns, which could include a negative impact on the availability of key
personnel, the temporary closure of our facility or the facilities of our business partners, suppliers,
third-party service providers or other vendors, or delays in payments or purchasing decisions, or the
interruption of domestic and global supply chains, liquidity and capital or financial markets; and
(iv) our ability to continue operations as a going concern without obtaining additional funding;

failing to obtain stockholder approval of the Merger Transaction;

satisfying the conditions to the closing of the Merger Transaction;

the length of time necessary to complete the Merger Transaction;

successfully integrating our and RareGen’s businesses, and avoiding problems which may result in
Liquidia Corporation not operating as effectively and efficiently as expected;

the possibility that the expected benefits of the Merger Transaction will not be realized within the
expected timeframe or at all, including without limitation, anticipated revenues, expenses, earnings
and other financial results, and growth and expansion of Liquidia Corporation’s operations, and the
anticipated tax treatment;

the restrictions on our and RareGen’s ability to pursue alternative transactions to the Merger
Transaction and the possibility that, in specified circumstances, we could be required to pay a fee to
the other party;

possible disruptions from the proposed Merger Transaction that could harm our or RareGen’s
business, including current plans and operations;

the ability of us or RareGen to retain, attract and hire key personnel;

prevailing economic, market and business conditions;

the cost and availability of capital and any restrictions imposed by lenders or creditors;

changes in the industry in which we or RareGen operate;

the failure to renew, or the revocation of, any license or other required permits;

unexpected charges or unexpected liabilities arising from a change in accounting policies, or the
effects of acquisition accounting varying from the companies’ expectations;

the risk that the credit ratings of Liquidia Corporation or its subsidiaries may be different from what
the companies expect, which may increase borrowing costs and/or make it more difficult for Liquidia
Corporation to pay or refinance its debts and require it to borrow or divert cash flow from operations
in order to service debt payments;
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fluctuations in interest rates;

the effects on the businesses of the companies resulting from uncertainty surrounding the Merger
Transaction, including with respect to customers, suppliers, licensees, collaborators, business
partners, employees, other third parties or the diversion of management’s time and attention, that
could affect our and/or RareGen’s financial performance;

adverse outcomes of pending or threatened litigation or governmental investigations, if any,
unrelated to the Merger Transaction;

potential litigation relating to the proposed Merger Transaction that could be instituted against us,
RareGen or our and their respective officers or directors;

the effects on the companies of future regulatory or legislative actions, including changes in
healthcare, environmental and other laws and regulations to which we or RareGen are subject;

conduct of and changing circumstances related to third-party relationships on which we and
RareGen rely, including the level of credit worthiness of counterparties;

the volatility and unpredictability of the stock market and credit market conditions;

conditions beyond our control, such as disaster, global pandemics such as the coronavirus, or acts of
war or terrorism;

variations between the stated assumptions on which forward-looking statements are based and our
and RareGen’s actual experience;

other legislative, regulatory, economic, business, and/or competitive factors.

our plans to develop and commercialize our product candidates;

our planned clinical trials for our product candidates;

the timing of the availability of data from our clinical trials;

the timing of our planned regulatory filings;

the timing of and our ability to obtain and maintain regulatory approvals for our product candidates;

the clinical utility of our product candidates and their potential advantages compared to other
treatments;

our commercialization, marketing and distribution capabilities and strategy;

our ability to establish and maintain arrangements for the manufacture of our product candidates and
the sufficiency of our current manufacturing facilities to produce commercial quantities of our product
candidates;

our ability to establish and maintain collaborations;

our estimates regarding the market opportunities for our product candidates;

our intellectual property position and the duration of our patent rights;

our estimates regarding future expenses, capital requirements and needs for additional financing;
and

our expected use of proceeds from this offering and the period over which such proceeds, together
with cash, will be sufficient to meet our operating needs.

You should refer to the “Risk Factors” sections of this prospectus for a discussion of important factors that
may cause our actual results to differ materially from those expressed or implied by our forward-looking
statements. The forward-looking statements in this prospectus supplement are only predictions, and we may
not actually achieve the plans, intentions or expectations included in our forward-looking statements. We
have based these forward-looking statements largely on our current expectations and projections about
future events and financial trends that we believe may affect our business, financial condition and results of
operations. Because forward-looking statements are inherently subject to risks and uncertainties, some of
which cannot be predicted or quantified, you should not rely on these forward-looking statements as
predictions of future events. The events and circumstances reflected in our forward-looking statements may
not be achieved or occur and actual results could differ materially from those projected in the forward-looking
statements.
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These forward-looking statements speak only as of the date of this prospectus. Except as required by
applicable law, we do not plan to publicly update or revise any forward-looking statements contained in this
prospectus supplement after we distribute this prospectus supplement, whether as a result of any new
information, future events or otherwise.

The following documents, among others, describe these assumptions, risks, uncertainties, and other factors.
You should read and interpret any forward-looking statements together with these documents:

the risk factors contained in any prospectus supplement under the caption “Risk Factors”;

our Annual Report on Form 10-K filed with the SEC on March 16, 2020, including the sections
entitled “Business”, “Risk Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”;

our Quarterly Reports on Form 10-Q; and

our other SEC filings.
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RISK FACTORS

Investing in our common stock involves a high degree of risk. Before investing in our common stock, you
should consider carefully the risks described below, together with the other information contained in this
prospectus supplement or incorporated by reference in this prospectus supplement, including the risks and
uncertainties discussed under “Risk Factors” in our Annual Report on Form 10-K filed with the SEC on
March 16, 2020, our Quarterly Report on Form 10-Q filed with the SEC on May 11, 2020 and any
subsequent reports that are incorporated by reference herein in their entirety. If any of the risks incorporated
by reference herein or set forth below occur, our business, financial condition, results of operations and
future growth prospects could be materially and adversely affected. In these circumstances, the market price
of our common stock could decline, and you may lose all or part of your investment.

Risks Related to our Company and an Investment in our Common Stock and this Offering
Our business and operations are likely to be adversely affected by the evolving and ongoing COVID-
19 global pandemic.
Our business and operations are likely to be adversely affected by the effects of the recent and evolving
COVID-19 virus, which was declared by the World Health Organization as a global pandemic. The COVID-
19 pandemic has resulted in travel and other restrictions in order to reduce the spread of the disease,
including state and local orders across the United States that, among other things, directed individuals to
shelter at their places of residence, directed businesses and governmental agencies to cease non-essential
operations at physical locations, prohibited certain non-essential gatherings and events and ordered
cessation of non-essential travel.

Remote work policies, quarantines, shelter-in-place and similar government orders, shutdowns or other
restrictions on the conduct of business operations related to the COVID-19 pandemic may negatively impact
productivity and our research and development activities, the magnitude of which will depend, in part, on the
length and severity of the restrictions and other limitations on our ability to conduct our business in the
ordinary course. In addition, although our employees are accustomed to working remotely, changes in
internal controls due to remote work arrangements may result in control deficiencies in the preparation of our
financial reports, which could be material. Currently, most of our employees are working remotely, with only
essential personnel working on site as needed to produce LIQ861 and prepare for a pre-approval inspection
by the FDA.

Such orders may also impact personnel at third-party contract research organizations that conduct clinical
trials or research activities, which could impact our ability to continue or commence such activities, or
contract manufacturing facilities in the United States and other countries, or the availability or cost of
materials, which would disrupt our supply chain and could affect our ability to conduct ongoing and planned
clinical trials and preparatory activities. For example, as a result of the pandemic, we have paused
enrollment in our hemodynamic study, which has been conducted in Europe.

The spread of COVID-19, which has caused a broad impact globally, may materially affect us economically.
While the potential economic impact brought by, and the duration of, COVID-19 may be difficult to assess or
predict, a widespread pandemic could result in significant disruption of global financial markets, reducing our
ability to access capital, which could in the future negatively affect our liquidity. In addition, a recession or
market correction resulting from the spread of COVID-19 could materially affect our business and the value
of our common stock.

The global pandemic of COVID-19 continues to rapidly evolve. The extent to which the COVID-19 pandemic
impacts our business and operations, including our clinical development and regulatory efforts, will depend
on future developments that are highly uncertain and cannot be predicted with confidence at the time of this
prospectus supplement, such as the ultimate geographic spread of the disease, the duration of the outbreak,
the duration and effect of business disruptions and the short-term effects and ultimate effectiveness of the
travel restrictions, quarantines, social distancing requirements and business closures in the United States
and other countries to contain and treat the disease. Accordingly, we do not yet know the full extent of
potential delays or impacts on our business, our clinical and regulatory activities, healthcare systems or the
global economy as a whole. However, these impacts could adversely affect our business, financial condition,
results of operations and growth prospects.
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In addition, to the extent the ongoing COVID-19 pandemic adversely affects our business and results of
operations, it may also have the effect of heightening many of the other risks and uncertainties described in
this “Risk Factors” section and the “Risk Factors” sections of the documents incorporated by reference
herein.

If you purchase our common stock in this offering, you will incur immediate and substantial dilution
in the book value of your shares.
Investors purchasing shares of common stock in this offering will pay a price per share that substantially
exceeds the as-adjusted book value per share of our tangible assets after subtracting our liabilities. As a
result, investors purchasing shares of common stock in this offering will incur immediate dilution of  $5.57 per
share, based on the public offering price of  $8.00 per share. This dilution represents the amount by which
the per share purchase price of our common stock offered in this offering exceeds the as adjusted net
tangible book value per share of our common stock immediately following this offering. In addition, you may
also experience additional dilution upon future equity issuances, including any other convertible debt or
equity securities we may issue in the future, the exercise of stock options to purchase common stock
granted to our employees, consultants and directors, including options to purchase common stock granted
under our stock option and equity incentive plans, or the issuance of common stock in settlement of
previously issued awards under our stock option and equity incentive plans that may vest in the future. See
“Dilution.”

We expect that significant additional capital will be needed in the future to continue our planned operations.
To raise capital, we may sell equity securities, convertible securities or other securities in one or more
transactions at prices and in a manner we determine from time to time. If we sell equity securities,
convertible securities or other securities in more than one transaction, investors in this offering may be
materially diluted by subsequent sales. Such sales would also likely result in material dilution to our existing
equity holders, and new investors could gain rights, preferences and privileges senior to those of holders of
our existing equity securities.

Sales of a substantial number of shares of our common stock in the public market could cause our
stock price to fall.
If our existing stockholders sell, or indicate an intention to sell, substantial amounts of our common stock in
the public market, the market price of our common stock could decline. Based upon the number of shares of
common stock outstanding as of March 31, 2020, upon the closing of this offering we will have outstanding a
total of 37,743,698 shares of common stock, of which 33,136,234 shares of common stock, or 87.8% of our
common stock upon the closing of this offering, will be freely tradable without restriction or further
registration under the Securities Act, unless held by our “affiliates,” as that term is defined in Rule 144 under
the Securities Act, or Rule 144. The resale of the remaining 4,607,234 shares held by our stockholders is
currently prohibited or otherwise restricted as a result of securities law provisions. Shares issued upon the
exercise of stock options outstanding under our equity incentive plans or pursuant to future awards granted
under those plans will become available for sale in the public market to the extent permitted by the
provisions of applicable vesting schedules, any applicable market standoff and lock-up agreements, and
Rule 144 and Rule 701 under the Securities Act.

As of June 15, 2020, the holders of approximately 1.9 million shares, or 6.7%, of our outstanding shares,
have rights, subject to some conditions, to require us to file registration statements covering the sale of their
shares or to include their shares in registration statements that we may file for ourselves or other
stockholders. We have also registered the offer and sale of all shares of common stock that we may issue
under our equity compensation plans, including the employee stock purchase plan. Once we register the
offer and sale of shares for the holders of registration rights, they can be freely sold in the public market
upon issuance or resale (as applicable), subject to lock-up agreements, if any.

We will have broad discretion in the use of the net proceeds to us from this offering; we may not use
the offering proceeds that we receive effectively.
Our management will have broad discretion in the application of the net proceeds to us from this offering,
including for any of the purposes described in the section entitled “Use of Proceeds,” and you will not have
the opportunity as part of your investment decision to assess whether the net proceeds are being used
appropriately. Because of the number and variability of factors that will determine our use of the net
proceeds to us from this offering, their ultimate use may vary from their currently intended use. The failure by
our management to apply these funds effectively could harm our business. Pending their use, we may invest
the
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net proceeds to us from this offering in investment-grade, interest-bearing securities. These investments
may not yield a favorable return to our stockholders.

Our principal stockholders and management own a significant percentage of our stock and will be
able to exercise significant influence over matters subject to stockholder approval.
Our named executive officers, other executive officers, directors and principal stockholders, together with
their respective affiliates, beneficially owned 32.6% of our capital stock as of June 15, 2020 and, upon
closing of this offering, that same group will beneficially own 29.5% of our capital stock, of which 3.1% will be
beneficially owned by our executive officers. Accordingly, after this offering, our named executive officers,
other executive officers, directors and principal stockholders will have significant influence over the
composition of our board of directors, or Board, and have significant influence over all matters requiring
stockholder approval, including mergers and other business combinations, and will continue to have
significant influence over our operations. This concentration of ownership could have the effect of delaying
or preventing a change in our control or otherwise discouraging a potential acquirer from attempting to
obtain control of us that you may believe are in your best interests as one of our stockholders. This in turn
could have a material adverse effect on our stock price and may prevent attempts by our stockholders to
replace or remove the Board or management.

Risks Related to the Merger Transaction
We may not achieve the benefits expected from the Merger Transaction, which may harm our
business and could result in the loss of key suppliers, licensees, collaborators, business partners
and personnel.
Achieving the benefits of the Merger Transaction will depend in part on the successful integration of the
technology, platforms, capabilities, operations and personnel of our company and RareGen in a timely and
efficient manner to minimize the impact on suppliers, licensees, collaborators, business partners, employees
and management. The integration of our company and RareGen will be a complex, time-consuming and
expensive process and may harm our business, financial condition and results of operations. The challenges
involved in this integration include, but are not limited to, the following:

retaining existing suppliers, licensees, collaborators and business partners of both our company and
RareGen;

retaining and integrating directors, executive management and other key employees of both our
company and RareGen;

onboarding RareGen employees to our company’s benefit plans and payroll;

managing the RareGen field sales team;

consolidating the companies’ promotional, sales and commercialization efforts so that the industry
receives useful information about Liquidia Corporation’s product candidates and services;

identifying and eliminating redundant operations and assets;

coordinating research and development activities to integrate existing technologies and enhance
introduction of new products and technologies;

persuading employees that the business cultures of our company and RareGen are compatible; and

maintaining and upgrading uniform standards, controls, procedures and policies for compliance with
rules and regulations customary in our line of business, including but not limited to federal and state
healthcare requirements and internal controls and procedures that we will be required to maintain
under the Sarbanes-Oxley Act of 2002.

We cannot assure you that we can successfully integrate our business with that of RareGen in a timely
manner or that all or any of the anticipated benefits of the Merger Transaction will be realized.

The Merger Transaction involves the integration of two companies that previously have operated
independently. Risks to the successful integration of the two companies include:

the impairment of relationships with employees, suppliers, licensees, collaborators and business
partners;

the potential disruption of our business and distraction of our management;
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the difficulty of incorporating acquired technology, platforms and relationships from RareGen into our
offerings;

not achieving expected synergies; and

unanticipated expenses related to integration of the two companies.

We may not succeed in addressing these risks or any other problems encountered in connection with the
Merger Transaction.

Any delay in completing the Merger Transaction may reduce or eliminate the benefits expected to be
achieved thereunder.
The Merger Transaction is subject to a number of conditions beyond our and RareGen’s control that may
prevent, delay or otherwise materially adversely affect its completion. Neither we nor RareGen cannot
predict whether and when these conditions will be satisfied. Any delay in completing the Merger Transaction
could cause us not to realize some or all of the operational and revenue synergies and other benefits that we
and RareGen expect to achieve if the merger is successfully completed within its expected time frame.

Completion of the Merger Transaction is subject to a number of conditions, which, if not satisfied or
waived, may result in termination of the Merger Agreement.
The Merger Agreement contains a number of conditions to completion of the Merger Transaction, including,
among others:

approval by our stockholders of the Merger Agreement and the Liquidia Merger;

absence of any order by any governmental entity or court, or consent, approval or other
authorization, that prevents or prohibits the Merger Transaction or any other transactions
contemplated by the merger agreement, and the absence of any pending legal proceeding
commenced by any governmental entity seeking such an order;

all applicable filings or notifications required by the Hart-Scott-Rodino Act or the antitrust or
competition laws of any other jurisdiction for the consummation of the transactions contemplated by
the Merger Agreement and the ancillary agreements shall have been made, all consents of a
governmental entity relating thereto shall have been obtained, and all applicable waiting periods
(together with any extensions thereof) relating thereto shall have expired or been terminated;

RareGen and the Members’ Representative shall have entered into the litigation funding and
indemnification agreement;

the approval of Liquidia Corporation common stock issuable to our stockholders and RareGen
members in the Merger Transaction being approved for listing on the Nasdaq Capital Market, subject
to official notice of issuance;

our and RareGen’s performance or compliance in all material respects with all agreements and
covenants required by the Merger Agreement on or prior to the effective time of the Merger
Transaction;

Sandoz’s consent and waiver to the transactions contemplated by the Merger Agreement, which was
obtained by way of a waiver of its Promotion Agreement termination right upon a change of control of
RareGen, subject to the Merger Transaction closing on or prior to September 30, 2020 pursuant to
the First Amendment, shall be in effect and shall not have been rescinded or conditioned as of the
effective time of the Merger Transaction;

We shall have raised at least $50 million in an equity financing before the closing date of the Merger
Transaction;

each of PBM Capital Finance, LLC and Serendipity BioPharma LLC shall have executed a
cooperation agreement, and each RareGen member shall have executed and delivered a lock-up
agreement;

RareGen shall have cash as of the closing of the Merger Transaction equal to at least $1 million; and

we shall have taken all necessary action to ensure that the board of directors of Liquidia Corporation
consists of nine directors, two of whom shall be Roger A. Jeffs, Ph.D. and Paul B. Manning, as of the
effective time of the Merger Transaction.

Many of the conditions to completion of the Merger Transaction are not within either our or RareGen’s
control, and neither company can predict when or if these conditions will be satisfied. If any of these
conditions are
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not satisfied or waived prior to December 31, 2020, it is possible that the merger agreement may be
terminated. Although we and RareGen have agreed in the merger agreement to use reasonable best efforts,
subject to certain limitations, to complete the merger in the most expeditious manner practicable, these and
other conditions to completion of the merger may fail to be satisfied.

The Merger Agreement may be terminated in accordance with its terms and the Merger Transaction
may not be completed.
We and RareGen may terminate the Merger Agreement under certain circumstances, including, among
other reasons, if the Merger Transaction is not completed by December 31, 2020. In addition, if the Merger
Agreement is terminated on account of  (i) our board of directors deciding to accepting a superior proposal or
(ii) our board of directors changing its recommendation to our stockholders following receipt of an alternative
proposal, then we shall pay to RareGen a termination fee of  $7.5 million.

In addition, although Neal Fowler, Canaan VIII L.P., Eshelman Ventures, LLC and Fredric N.Eshelman and
an additional large institutional investor of our company have agreed to vote their shares of our common
stock in favor of the approval of the Merger Agreement and the Liquidia Merger, pursuant to separate
support agreements, this obligation will terminate if the Merger Agreement is validly terminated.

We may incur substantial transaction fees and merger-related costs in connection with the Merger
Transaction.
We expect to incur a number of substantial expenses, totaling approximately $4 million, associated with
completing the Merger Transaction, including the costs and expenses of filing, printing and mailing the notice
of internet availability of the definitive proxy statement/prospectus and all filing and other fees paid to the
SEC and Nasdaq in connection with the Merger Transaction, investment banking fees and expenses, and
combining the operations of the two companies. While we have assumed that a certain level of transaction
and coordination expenses will be incurred, there are a number of factors beyond our control that could
affect the total amount or the timing of these transaction and coordination expenses. Many of the expenses
that will be incurred, by their nature, are difficult to estimate accurately. Additional unanticipated costs may
be incurred in the integration of the businesses of our company and RareGen, and such costs could become
substantial. Although it is expected that the elimination of certain duplicative costs, as well as the realization
of other efficiencies related to the integration of the two businesses, will offset the incremental transaction
and merger-related costs over time, this net benefit may not be achieved in the near term, or at all. Further, if
the Merger Transaction is not completed, we would have to recognize these expenses without realizing the
expected benefits of the Merger Transaction. These costs could adversely affect our financial condition and
results of operations prior to the Merger Transaction and of Liquidia Corporation following completion of the
Merger Transaction.

Our stockholders may not realize a benefit from the Merger Transaction commensurate with the
ownership dilution they will experience in connection with the Merger Transaction.
If we are unable to realize the strategic and financial benefits currently anticipated from the Merger
Transaction, our stockholders will have experienced substantial dilution of their ownership interest without
receiving any commensurate benefit. Significant management attention and resources will be required to
integrate the two companies. Delays in this process could adversely affect our business, financial results,
financial condition and stock price following completion of the Merger Transaction. Even if the combined
company were able to integrate the business operations successfully, there can be no assurance that this
integration will result in the realization of the full benefits of synergies, innovation and operational efficiencies
that may be possible from this integration and that these benefits will be achieved within a reasonable period
of time.

We and RareGen will be subject to business uncertainties and contractual restrictions while the
Merger Transaction is pending that may cause disruption from the transaction and may make it more
difficult to maintain relationships with employees, suppliers, business partners or licensees.
Uncertainties about the effect of the Merger Transaction on employees, suppliers, business partners,
licensees and other persons with whom we or RareGen has a business relationship may have an adverse
effect on our business or RareGen prior to the Merger Transaction and on Liquidia Corporation following
completion of the Merger Transaction. In connection with the pendency of the Merger Transaction, as well as
during times of significant change and uncertainty such as the period following completion of the Merger
Transaction, suppliers, business partners, licensees and other persons with whom we or RareGen have a
business relationship
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may delay or defer business decisions, decide to terminate, modify or renegotiate their relationships with our
company or RareGen, or take other actions as a result of the Merger Transaction that could negatively affect
Liquidia Corporation’s and/or Liquidia’s or RareGen’s respective revenues, earnings and cash flows, as well
as the market price or fair market value of their respective securities. The ability of Liquidia Corporation, we
or RareGen to raise additional capital through the debt markets, and the associated borrowing costs, may
also be negatively impacted. These disruptions could have an adverse effect on the results of operations,
cash flows and financial position of us or RareGen, including an adverse effect on Liquidia Corporation’s
ability to realize the expected cost savings and other benefits of the Merger Transaction. The risk, and
adverse effect, of any disruption could be exacerbated by a delay in completion of the Merger Transaction or
termination of the Merger Agreement.

Employee execution of retention agreements and recruitment of additional employees may be particularly
challenging prior to the completion of the Merger Transaction, as employees and prospective employees
may experience uncertainty about their future roles with Liquidia Corporation. If, despite our or RareGen’s
retention and recruiting efforts, key employees depart or prospective key employees fail to accept
employment with either company because of issues relating to the uncertainty and difficulty of integration or
a desire not to remain with Liquidia Corporation, our and RareGen’s financial results could be adversely
affected. Furthermore, Liquidia Corporation’s operational and financial performance following completion of
the Merger Transaction could be adversely affected if it is unable to retain key employees and skilled
workers of our company or RareGen. The loss of the services of key employees and skilled workers and
their experience and knowledge regarding our or RareGen’s businesses could adversely affect Liquidia
Corporation’s future operating results and its successful ongoing operation of the business

During the pendency of the Merger Transaction, we may not be able to enter into a business
combination with another party because of restrictions in the Merger Agreement.
Covenants in the Merger Agreement impede our ability to make acquisitions or complete other transactions
that are not in the ordinary course of business pending completion of the Merger Transaction, even if such
transactions might be favorable to our stockholders. As a result, if the Merger Transaction is not completed,
we may be at a disadvantage to its competitors. In addition, while the Merger Agreement is in effect and
subject to limited exceptions, we are discouraged from soliciting, initiating, encouraging or taking actions
designed to facilitate any inquiries or the making of any proposal or offer that could lead to the entering into
certain extraordinary transactions with any third party, such as a strategic collaboration agreement involving
LIQ861, or a sale of our assets, an acquisition of our common stock, a tender offer for our common stock, a
merger or other business combination outside the ordinary course of business, as the termination of the
Merger Agreement by us on account of  (i) our board of directors deciding to accept a superior proposal or
(ii) our company or our board of directors changing its recommendation following the receipt of an alternative
proposal would result in us paying to RareGen a termination fee of  $7.5 million.

Failure of the Merger Transaction to qualify as an exchange as described in Section 351 of the Code
and failure of the Liquidia Merger to qualify as a reorganization within the meaning of Section 368(a)
of the Code could adversely affect the RareGen members and our stockholders.
The parties intend for the Merger Transaction to qualify, for U.S. federal income tax purposes, as a transfer
described in Section 351 of the Code, and for the Liquidia Merger to qualify as a reorganization within the
meaning of Section 368(a) of the Code. Each RareGen member and each Liquidia Technologies stockholder
(including a Liquidia Technologies stockholder acquiring common stock in this offering) is encouraged to
consult such member’s or stockholder’s own tax advisor for a complete understanding of the tax
consequences of the Merger Transaction and the Liquidia Merger. Certain structural and other requirements
are required to be satisfied for a transaction to qualify as a transfer described in Section 351 of the Code and
for a merger to qualify as a reorganization within the meaning of Section 368(a) of the Code. Neither Liquidia
Technologies nor RareGen should recognize taxable gain or loss if the Merger Transaction fails to qualify as
an exchange described in Section 351 of the Code or if the Liquidia Merger fails to qualify as a
reorganization within the meaning of Section 368(a) of the Code. Each RareGen U.S. holder would
recognize capital gain or loss in an amount equal to the difference between the value of the Liquidia
Corporation common stock received and the RareGen member’s tax basis in the member’s membership
interest exchanged for such Liquidia Corporation common stock, if the Merger Transaction fails to qualify as
transfer described in Section 351 of the Code. Each Liquidia Technologies U.S. holder (including a Liquidia
Technologies U.S. holder acquiring common stock in

 

S-19



▪

▪

TABLE OF CONTENTS

 

this offering) would recognize capital gain or loss in an amount equal to the difference between the value of
the Liquidia Corporation common stock received and the U.S. holder’s tax basis in the Liquidia Technologies
stock exchanged for such Liquidia Corporation common stock, if the Merger Transaction fails to qualify as an
exchange described in Section 351 of the Code and if the Liquidia Merger fails to qualify as a reorganization
within the meaning of Section 368(a) of the Code.

The future results of Liquidia Corporation will suffer if Liquidia Corporation does not effectively
manage its expanded operations following the completion of the Merger Transaction.
Following the completion of the Merger Transaction, the size and complexity of the business of Liquidia
Corporation will increase beyond the current size of either our or RareGen’s business. Liquidia Corporation’s
future success depends, in part, upon its ability to manage this expanded business, which will pose
substantial challenges for management, including challenges related to the management and monitoring of
new operations and associated increased costs and complexity. If Liquidia Corporation is unsuccessful in
managing its integrated operations, or if it does not realize the expected operating efficiencies, cost savings
and other benefits currently anticipated from the Merger Transaction, the operations and financial condition
of Liquidia Corporation could be adversely affected and Liquidia Corporation may not be able to take
advantage of business development opportunities.

Our internal financial forecasts regarding RareGen may not prove accurate.
In connection with the Merger Transaction, internal, stand-alone, pre-transaction financial forecasts were
prepared. These forecasts are based on numerous variables and assumptions that are inherently uncertain
and are beyond the control of each company’s management team, including assumptions with respect to
macro-economic trends, interest rates and anticipated growth rates, and is not necessarily indicative of what
each company’s actual results of operations, cash flows or financial position would be on the dates
indicated. The assumptions used in preparing these forecasts may not prove to be accurate and other
factors may affect Liquidia Corporation’s actual results and financial condition after the completion of the
Merger Transaction, which may cause Liquidia Corporation’s actual results and financial condition to differ
materially from the estimates contained in the unaudited prospective financial information prepared for us
and RareGen. These forecasts were not prepared with a view to public disclosure, are subject to significant
economic, competitive, industry and other uncertainties and may not be achieved in full, at all, or within
projected timeframes. The failure of our or RareGen’s businesses to achieve projected results could have a
material adverse effect on the price of Liquidia Corporation common stock, Liquidia Corporation’s financial
position, and Liquidia Corporation’s operating results and cash flows.

The Merger Transaction may not be accretive and may cause dilution to Liquidia Corporation’s
earnings per share, which may negatively affect the market price of common stock of Liquidia
Corporation.
Liquidia Corporation could fail to realize all of the benefits anticipated in the Merger Transaction or
experience material delays or inefficiencies in realizing such benefits, which could cause dilution to Liquidia
Corporation’s adjusted diluted earnings per share or decrease or delay the expected accretive effect of the
Merger Transaction and cause a decrease in the market value of Liquidia Corporation’s common stock.

Any of these factors could negatively impact Liquidia Corporation earnings per share or decrease or delay
the expected accretive effect of the Merger Transaction and cause a decrease in the market price of
common stock of Liquidia Corporation.

The Merger Transaction may be completed even though material adverse changes may result from
the announcement of the Merger Transaction, industry-wide changes and other causes.
In general, either we or RareGen can refuse to complete the Merger Transaction if there is a material
adverse change affecting the other company between the date that the Merger Agreement was signed,
June 29, 2020, and the date of the closing of the Merger Transaction. However, certain types of changes will
not prevent the Merger Transaction from going forward, even if they would have a material adverse effect on
our company or RareGen, including:

any change or condition relating to the economy or securities markets in general, or the industries in
which we or RareGen operate in general, and not specifically relating to our company or RareGen;

acts of war, armed hostilities or terrorism;
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any changes in applicable laws or accounting rules, including GAAP;

any change or condition attributable to the public announcement or pendency of the Merger
Agreement or the transactions contemplated by the Merger Agreement, including the loss of
customers, suppliers, vendors, lenders, investors, licensors, collaboration partners, employees, other
third parties or the performance by us or RareGen of the Merger Agreement;

with respect to our company, effects resulting from Hatch-Waxman based litigation relating to
LIQ861;

geopolitical conditions (including any trade wars), any outbreak, continuation or escalation of any
military conflict, declared or undeclared war, armed hostilities, or acts of foreign or domestic terrorism
(including cyber-terrorism);

hurricane, flood, tornado, earthquake or other natural disaster or act of God or weather conditions, or
any pandemic, epidemic, plague, or other outbreak of illness or public health event;

with respect to our company, the failure to meet any internal or external projections or forecasts or
any decline in the price of our common stock or changes in the trading volume thereof; and

with respect to RareGen, any effects resulting from any litigation and claims subject to the litigation
funding and indemnification agreement.

If any of these adverse changes occur and we and RareGen remain obligated to complete the Merger
Transaction, Liquidia Corporation may suffer.

Risk Related to our Intellectual Property
Our commercial success depends largely on our ability to protect our intellectual property.
Our commercial success depends, in large part, on our ability to obtain and maintain patent protection and
trade secret protection in the United States and elsewhere in respect of our product candidates and PRINT
technology. If we fail to adequately protect our intellectual property rights, our competitors may be able to
erode, negate or preempt any competitive advantage we may have. To protect our competitive position, we
have filed and will continue to file for patents in the United States and elsewhere in respect of our product
candidates and PRINT technology. The process of identifying patentable subject matter and filing a patent
application is expensive and time-consuming. We cannot assure you that we will be able to file the
necessary or desirable patent applications at a reasonable cost, in a timely manner, or at all. Further, since
certain patent applications are confidential until patents are issued, third parties may have filed patent
applications for subject matters covered by our pending patent applications without us being aware of such
applications, and our patent applications may not have priority over patent applications of others. In addition,
we cannot assure you that our pending patent applications will result in patents being obtained. Once
published, all patent applications and publications throughout the world, including our own, become prior art
to our new patent applications and may prevent patents from being obtained or interfere with the scope of
patent protection that might be obtained. The standards that patent offices in different jurisdictions use to
grant patents are not always applied predictably or uniformly and may change from time to time.

Even if we have been or are able to obtain patent protection for our product candidates or PRINT
technology, if the scope of such patent protection is not sufficiently broad, we may not be able to rely on
such patent protection to prevent third parties from developing or commercializing product candidates or
technology that may copy our product candidates or technology. The enforceability of patents in the
pharmaceutical industry involves complex legal and scientific questions and can be uncertain. Accordingly,
we cannot assure you that third parties will not successfully challenge the validity, enforceability or scope of
our patents. A successful challenge to our patents may lead to generic versions of our drug products being
launched before the expiry of our patents or otherwise limit our ability to stop others from using or
commercializing similar or identical products and technology. A successful challenge to our patents may also
reduce the duration of the patent protection of our drug products or technology. If any of our patents are
narrowed or invalidated, our business and prospects may be materially and adversely affected. In addition,
we cannot assure you that we will be able to detect unauthorized use or take appropriate, adequate and
timely actions to enforce our intellectual property rights. If we are unable to adequately protect our
intellectual property, our business, competitive position and prospects may be materially and adversely
affected.
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Even if our patents or patent applications are unchallenged, they may not adequately protect our intellectual
property or prevent third parties from designing around our patents or other intellectual property rights. If the
patent applications we file or may file do not lead to patents being granted or if the scope of any of our
patent applications is challenged, we may face difficulties in developing our product candidates, companies
may be dissuaded from collaborating with us, and our ability to commercialize our product candidates may
be materially and adversely affected. We are unable to predict which of our patent applications will lead to
patents or assure you that any of our patents will not be found invalid or unenforceable or challenged by
third parties. The patents of others may prevent the commercialization of product candidates incorporating
our technology. In addition, given the amount of time required for the development, clinical testing and
regulatory review of new product candidates, any patents protecting our product candidates may expire
before or shortly after such product candidates might become approved for commercialization.

Moreover, the issuance of a patent is not conclusive as to the inventorship of the patented subject matter, or
its scope, validity or enforceability. We cannot assure you that all of the potentially relevant prior art, that is,
any evidence that an invention is already known, relating to our patents and patent applications, has been
found. If such prior art exists, it may be used to invalidate a patent or may prevent a patent from being
issued.

In addition, we, our collaborators or our licensees may fail to identify patentable aspects of inventions made
in the course of development and commercialization activities before it is too late to obtain patent protection
on them. As a result, we may miss potential opportunities to seek patent protection or strengthen our patent
position.
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USE OF PROCEEDS

We intend to use the net proceeds of the offering for ongoing commercial development of LIQ861, for
continued development of LIQ865 and for general corporate purposes. The net proceeds are not being used
to fund the acquisition of RareGen and we do not expect to use any material proceeds from this offering to
fund the operations of RareGen.

Our expected use of net proceeds to us from this offering represents our current intentions based upon our
present plans and business conditions. As of the date of this prospectus supplement, we cannot predict with
complete certainty all of the particular uses for the net proceeds to be received upon the completion of this
offering or the actual amounts that we will spend on the uses set forth above. Due to the many variables
inherent to the development of our product candidates, we cannot currently predict the stage of development
we expect the net proceeds to us of this offering to achieve for our clinical studies and product candidates.

The amount and timing of our actual expenditures will depend upon numerous factors, including the results
of our research and development efforts, the timing and success of preclinical studies, our ongoing clinical
studies or clinical studies we may commence in the future and the timing of regulatory submissions and
approvals. As a result, our management will have broad discretion over the use of the net proceeds to us
from this offering.

Pending the use of the proceeds to us from this offering, we intend to invest these proceeds in short-term,
investment-grade, interest-bearing securities.
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DIVIDEND POLICY

We have never declared or paid cash dividends on our capital stock. We currently intend to retain our future
earnings, if any, for use in our business and therefore do not anticipate paying cash dividends in the
foreseeable future. Additionally, we are prohibited from paying dividends or making any other distribution or
payment on account of or in redemption, retirement or purchase of any capital stock without the prior written
consent of Pacific Western Bank, our senior lender.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS

The following discussion is a summary of the material U.S. federal income tax consequences to Non-U.S.
Holders, as defined below, of the purchase, ownership and disposition of our common stock issued pursuant
to this offering, but does not purport to be a complete analysis of all potential tax effects. The effects of other
U.S. federal tax laws, such as estate and gift tax laws, and any applicable state, local or non-U.S. tax laws
are not discussed. This discussion is based on the Code, Treasury Regulations promulgated thereunder,
judicial decisions and published rulings and administrative pronouncements of the U.S. Internal Revenue
Service, or the IRS, in each case in effect as of the date hereof. These authorities may change or be subject
to differing interpretations. Any such change or differing interpretation may be applied retroactively in a
manner that could adversely affect a Non-U.S. Holder of our common stock. We have not sought and will not
seek any rulings from the IRS regarding the matters discussed below. There can be no assurance the IRS or
a court will not take a contrary position to that discussed below regarding the tax consequences of the
purchase, ownership and disposition of our common stock.

This discussion is limited to Non-U.S. Holders that hold our common stock as a “capital asset” within the
meaning of Section 1221 of the Code (generally, property held for investment). This discussion does not
address all U.S. federal income tax consequences relevant to a Non-U.S. Holder’s particular circumstances,
including the impact of the Medicare contribution tax on net investment income. In addition, it does not
address consequences relevant to Non-U.S. Holders subject to special rules, including, without limitation:

U.S. expatriates and former citizens or long-term residents of the United States;

persons subject to the alternative minimum tax;

persons holding our common stock as part of a hedge, straddle or other risk reduction strategy or as
part of a conversion transaction or other integrated investment;

banks, insurance companies and other financial institutions;

brokers, dealers or traders in securities;

“controlled foreign corporations,” “passive foreign investment companies,” and corporations that
accumulate earnings to avoid U.S. federal income tax;

partnerships or other entities or arrangements treated as partnerships for U.S. federal income tax
purposes (and investors therein);

tax-exempt organizations or governmental organizations;

persons deemed to sell our common stock under the constructive sale provisions of the Code;

persons who hold or receive our common stock pursuant to the exercise of any employee stock
option or otherwise as compensation;

tax-qualified retirement plans; and

“qualified foreign pension funds” as defined in Section 897(l)(2) of the Code and entities all of the
interests of which are held by qualified foreign pension funds.

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes holds our common
stock, the tax treatment of a partner in the partnership will depend on the status of the partner, the activities
of the partnership and certain determinations made at the partner level. Accordingly, entities and
arrangements treated as partnerships for U.S. federal income tax purposes holding our common stock and
the partners in such partnerships should consult their tax advisors regarding the U.S. federal income tax
consequences to them.

THIS DISCUSSION IS FOR INFORMATION PURPOSES ONLY AND IS NOT TAX ADVICE. INVESTORS
SHOULD CONSULT THEIR TAX ADVISORS WITH RESPECT TO THE APPLICATION OF THE U.S.
FEDERAL INCOME TAX LAWS TO THEIR PARTICULAR SITUATIONS AS WELL AS ANY TAX
CONSEQUENCES OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF OUR COMMON STOCK
ARISING UNDER THE U.S.

FEDERAL ESTATE OR GIFT TAX LAWS OR UNDER THE LAWS OF ANY STATE, LOCAL OR NON-U.S.
TAXING JURISDICTION OR UNDER ANY APPLICABLE INCOME TAX TREATY.
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Definition of a Non-U.S. Holder

For purposes of this discussion, a “Non-U.S. Holder” is any beneficial owner of our common stock that is
neither a “U.S. person” nor an entity treated as a partnership for U.S. federal income tax purposes. A
U.S. person is any person that, for U.S. federal income tax purposes, is or is treated as any of the following:

an individual who is a citizen or resident of the United States;

a corporation (or entity treated as a corporation for U.S. federal income tax purposes) created or
organized under the laws of the United States, any state thereof, or the District of Columbia;

an estate, the income of which is subject to U.S. federal income tax regardless of its source; or

a trust that (1) is subject to the primary supervision of a U.S. court and the control of one or more
“United States persons” (within the meaning of Section 7701(a)(30) of the Code), or (2) has a valid
election in effect to be treated as a United States person for U.S. federal income tax purposes.

Distributions

As described in the section entitled “Dividend Policy,” we do not anticipate declaring or paying dividends to
holders of our common stock in the foreseeable future. However, if we do make distributions of cash or
property on our common stock, such distributions will constitute dividends for U.S. federal income tax
purposes to the extent paid from our current or accumulated earnings and profits, as determined under U.S.
federal income tax principles. Amounts not treated as dividends for U.S. federal income tax purposes will
constitute a return of capital and first be applied against and reduce a Non-U.S. Holder’s adjusted tax basis
in its common stock, but not below zero. Any excess will be treated as capital gain and will be treated as
described below under “—Sale or Other Taxable Disposition.”

Dividends paid to a Non-U.S. Holder on our common stock will be subject to U.S. federal withholding tax at a
rate of 30% of the gross amount of the dividends (or such lower rate specified by an applicable income tax
treaty, provided the Non-U.S. Holder furnishes a valid IRS Form W-8BEN or W-8BEN-E (or other applicable
documentation) to us and/or any applicable paying agent certifying qualification for the lower treaty rate). A
Non-U.S. Holder that does not timely furnish the required documentation, but that qualifies for a reduced
treaty rate, may obtain a refund of any excess amounts withheld by timely filing an appropriate claim for
refund with the IRS. Non-U.S. Holders should consult their tax advisors regarding their entitlement to
benefits under any applicable income tax treaty.

Dividends that are treated as effectively connected with a trade or business conducted by a Non-U.S. Holder
within the United States, and, if an applicable income tax treaty so provides, that are attributable to a
permanent establishment or a fixed base maintained by the Non-U.S. Holder within the United States, are
generally exempt from the 30% withholding tax if the Non-U.S. Holder satisfies applicable certification and
disclosure requirements (generally including provision of a valid IRS Form W-8ECI (or applicable successor
form) certifying that the dividends are effectively connected with the Non-U.S. Holder’s conduct of a trade or
business within the United States). However, such U.S. effectively connected income, net of specified
deductions and credits, is taxed in the hands of the Non-U.S. Holder at the same U.S. federal income tax
rates applicable to United States persons (as defined in the Code). Any U.S. effectively connected income
received by Non-U.S. Holder that is classified as a corporation for U.S. federal income tax purposes may
also be subject to an additional “branch profits tax” at a 30% rate or such lower rate as may be specified by
an applicable income tax treaty between the United States and such Non-U.S. Holder’s country of
residence.

Sale or Other Taxable Disposition

A Non-U.S. Holder will not be subject to U.S. federal income tax on any gain realized upon the sale or other
taxable disposition of our common stock unless:

the gain is effectively connected with the Non-U.S. Holder’s conduct of a U.S. trade or business and,
if an applicable income tax treaty so provides, the gain is attributable to a permanent establishment
or fixed base maintained by the Non-U.S. Holder in the United States, in which case the Non-U.S.
Holder generally will be taxed on a net income basis at the U.S. federal income tax rates applicable
to United States persons (as defined in the Code) and, if the Non-U.S. Holder is a foreign
corporation, the branch profits tax described above in “Distributions” also may apply;

 

S-26



▪

▪

TABLE OF CONTENTS

 

the Non-U.S. Holder is a nonresident alien individual present in the United States for 183 days or
more during the taxable year of the disposition and certain other requirements are met; or

our common stock constitutes a U.S. real property interest, or USRPI, by reason of our status as a
U.S. real property holding corporation, or USRPHC, for U.S. federal income tax purposes.

Gain described in the second bullet point above will be subject to U.S. federal income tax at a rate of 30%
(or such lower rate specified by an applicable income tax treaty), which may be offset by U.S. source capital
losses of the Non-U.S. Holder (even though the individual is not considered a resident of the United States),
provided the Non-U.S. Holder has timely filed U.S. federal income tax returns with respect to such losses.

With respect to the third bullet point above, we believe we currently are not, and do not anticipate becoming,
a USRPHC. Because the determination of whether we are a USRPHC depends, however, on the fair market
value of our USRPIs relative to the fair market value of our non-U.S. real property interests and our other
business assets, there can be no assurance we currently are not a USRPHC or will not become one in the
future. Even if we are or were to become a USRPHC, gain arising from the sale or other taxable disposition
by a Non-U.S. Holder of our common stock will not be subject to U.S. federal income tax if our common
stock is “regularly traded,” as defined by applicable Treasury Regulations, on an established securities
market, and such Non-U.S. Holder owned, actually and constructively, 5% or less of our common stock
throughout the shorter of the five-year period ending on the date of the sale or other taxable disposition or
the Non-U.S. Holder’s holding period.

Non-U.S. Holders should consult their tax advisors regarding potentially applicable income tax treaties that
may provide for different rules.

However, no assurance can be provided that our common stock will be regularly traded on an established
securities market for purposes of the rules described above. If we are a USRPHC and either our common
stock is not regularly traded on an established securities market or a Non-U.S. Holder holds, or is treated as
holding, more than 5% of our outstanding common stock, directly or indirectly, during the applicable testing
period, any gain recognized by such Non-U.S. Holder will generally be subject to U.S. federal income tax
rates in the same manner as if the Non-U.S. Holder were a resident of the United States. If we are a
USRPHC and our common stock is not regularly traded on an established securities market, such Non-U.S.
Holder’s proceeds received on the disposition of shares will also generally be subject to withholding at a rate
of 15%. Prospective investors are encouraged to consult their own tax advisors regarding the possible
consequences to them if we are, or were to become, a USRPHC.

Information Reporting and Backup Withholding

Payments of dividends on our common stock will not be subject to backup withholding, provided the
applicable withholding agent does not have actual knowledge or reason to know the holder is a United
States person and the holder either certifies its non-U.S. status, such as by furnishing a valid IRS Form W-
8BEN or W-8BEN-E, or otherwise establishes an exemption. However, information returns are required to be
filed with the IRS in connection with any dividends on our common stock paid to the

Non-U.S. Holder, regardless of whether any tax was actually withheld. In addition, proceeds of the sale or
other taxable disposition of our common stock within the United States or conducted through certain U.S.-
related brokers generally will not be subject to backup withholding or information reporting, if the applicable
withholding agent receives the certification described above and does not have actual knowledge or reason
to know that such holder is a United States person, or the holder otherwise establishes an exemption.
Proceeds of a disposition of our common stock conducted through a non-U.S. office of a non-U.S. broker
generally will not be subject to backup withholding or information reporting.

Copies of information returns that are filed with the IRS may also be made available under the provisions of
an applicable treaty or agreement to the tax authorities of the country in which the Non-U.S. Holder resides
or is established.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may
be allowed as a refund or a credit against a Non-U.S. Holder’s U.S. federal income tax liability, provided the
required information is timely furnished to the IRS.
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Additional Withholding Tax on Payments Made to Foreign Accounts

Withholding taxes may be imposed under Sections 1471 to 1474 of the Code (such Sections commonly
referred to as the Foreign Account Tax Compliance Act, or FATCA, on certain types of payments made to
non-U.S. financial institutions and certain other non-U.S. entities. Specifically, a 30% withholding tax may be
imposed on dividends on our common stock paid to a “foreign financial institution” or a “non-financial foreign
entity” (each as defined in the Code), unless (1) the foreign financial institution undertakes certain diligence
and reporting obligations, (2) the non-financial foreign entity either certifies it does not have any “substantial
United States owners”, as defined in the Code, or furnishes identifying information regarding each
substantial United States owner or (3) the foreign financial institution or non-financial foreign entity otherwise
qualifies for an exemption from these rules. If the payee is a foreign financial institution and is subject to the
diligence and reporting requirements in (1) above, it must enter into an agreement with the U.S. Department
of the Treasury requiring, among other things, that it undertake to identify accounts held by certain “specified
United States persons” or “United States-owned foreign entities” (each as defined in the Code), annually
report certain information about such accounts, and withhold 30% on certain payments to non-compliant
foreign financial institutions and certain other account holders. Foreign financial institutions located in
jurisdictions that have an intergovernmental agreement with the United States governing FATCA may be
subject to different rules.

Under the applicable Treasury Regulations and administrative guidance, withholding under FATCA generally
applies to payments of dividends on our common stock.

FATCA withholding on the gross proceeds payable upon the sale, exchange, or disposition of property that
can produce United States-source interest or dividends, such as our common stock, had been scheduled to
go into effect on and after January 1, 2019. However, the U.S. Treasury issued proposed regulations on
December 13, 2018 eliminating the requirement to withhold under FATCA on gross proceeds. Taxpayers
may rely on the proposed regulations until final regulations are issued. Prospective investors should consult
their tax advisors regarding withholding under FATCA.
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DILUTION

If you invest in our common stock in this offering, your interest will be diluted immediately to the extent of the
difference between the public offering price per share you will pay in this offering and the as adjusted net
tangible book value per share of our common stock after this offering. Our historical net tangible book value
as of March 31, 2020 was $21.8 million, or $0.77 per share of common stock. Historical net tangible book
value per share represents the amount of our total tangible assets less total liabilities, divided by the number
of shares of our common stock outstanding as of March 31, 2020.

After giving effect to our issuance and sale of 9,375,000 shares of common stock by us in this offering at the
public offering price of  $8.00 per share, and after deducting the underwriting commissions or discounts and
estimated offering expenses payable by us, our as adjusted net tangible book value as of March 31, 2020
would have been $91.5 million, or $2.43 per share. This represents an immediate increase of  $1.66 in as
adjusted net tangible book value per share to existing stockholders and immediate dilution of  $5.57 in as
adjusted net tangible book value per share to new investors purchasing common stock in this offering.
Dilution per share to new investors is determined by subtracting as adjusted net tangible book value per
share after this offering from the public offering price per share paid by new investors. The following table
illustrates this per share dilution to the new investors purchasing shares of common stock in this offering:

Public offering price per share $ 8.00
Net tangible book value per share as of March 31, 2020 $ 0.77
Increase in net tangible book value per share attributable to sale of shares of common

stock in this offering $ 1.66
As adjusted net tangible book value per share after this offering $ 2.43
Dilution per share to new investors in this offering $ 5.57

The above discussion and table do not give effect to the issuance of shares in connection with the RareGen
Merger. In addition, the above discussion and table are based on 28,368,698 shares of our common stock
outstanding as of March 31, 2020, and exclude, as of such date:

2,564,391 shares of common stock issuable upon the exercise of stock options outstanding as of
March 31, 2020, with a weighted average exercise price of  $8.04 per share, of which 11,151 shares
of common stock were subsequently issued upon the exercise of stock options after March 31, 2020;

390,000 shares of common stock issuable upon the exercise of stock options granted after
March 31, 2020, with a weighted average exercise price of  $8.9656 per share;

106,274 shares of common stock issuable upon the exercise of warrants outstanding as of
March 31, 2020, with an exercise price of  $0.0168 per share;

an aggregate of 145,255 shares of common stock issuable upon the vesting of outstanding restricted
stock units as of March 31, 2020; and

an additional 1,723,469 shares of common stock available for future issuance under the 2018 Plan.

 

S-29



TABLE OF CONTENTS

 

UNDERWRITING

Subject to the terms and conditions set forth in the underwriting agreement among us and Jefferies LLC, as
the representative of the underwriters named below and the sole book-running manager of this offering, we
have agreed to sell to the underwriters, and each of the underwriters has agreed, severally and not jointly, to
purchase from us, the respective number of shares of common stock shown opposite its name below:

UNDERWRITER
NUMBER OF 

SHARES

Jefferies LLC 8,062,500
Needham & Company, LLC 656,250
Wedbush Securities Inc. 656,250

Total 9,375,000

The underwriting agreement provides that the obligations of the several underwriters are subject to certain
conditions precedent such as the receipt by the underwriters of officers’ certificates and legal opinions and
approval of certain legal matters by their counsel. The underwriting agreement provides that the underwriters
will purchase all of the shares of common stock if any of them are purchased. If an underwriter defaults, the
underwriting agreement provides that the purchase commitments of the nondefaulting underwriters may be
increased or the underwriting agreement may be terminated. We have agreed to indemnify the underwriters
and certain of their controlling persons against certain liabilities, including liabilities under the Securities Act,
and to contribute to payments that the underwriters may be required to make in respect of those liabilities.

The underwriters have advised us that, following the pricing of this offering, they currently intend to make a
market in the common stock as permitted by applicable laws and regulations. However, the underwriters are
not obligated to do so, and the underwriters may discontinue any market-making activities at any time
without notice in their sole discretion. Accordingly, no assurance can be given as to the liquidity of the
trading market for the common stock, that you will be able to sell any of the common stock held by you at a
particular time or that the prices that you receive when you sell will be favorable.

The underwriters are offering the shares of common stock subject to their acceptance of the shares of
common stock from us and subject to prior sale. The underwriters reserve the right to withdraw, cancel or
modify offers to the public and to reject orders in whole or in part.

Commission and Expenses

The underwriters have advised us that they propose to offer the shares of common stock to the public at the
public offering price set forth on the cover page of this prospectus and to certain dealers, which may include
the underwriters, at that price less a concession not in excess of  $0.288 per share of common stock. After
the offering, the public offering price, concession and reallowance to dealers may be reduced by the
representative. No such reduction will change the amount of proceeds to be received by us as set forth on
the cover page of this prospectus.
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The following table shows the public offering price, the underwriting discounts and commissions that we are
to pay the underwriters and the proceeds, before expenses, to us in connection with this offering. Such
amounts are shown assuming both no exercise and full exercise of the underwriters’ option to purchase
additional shares.

PER SHARE TOTAL
WITHOUT 

OPTION TO 
PURCHASE 
ADDITIONAL 

SHARES

WITH 
OPTION TO 
PURCHASE 
ADDITIONAL 

SHARES

WITHOUT 
OPTION TO 
PURCHASE 
ADDITIONAL 

SHARES

WITH 
OPTION TO 
PURCHASE 
ADDITIONAL 

SHARES

Public offering price $ 8.00 $ 8.00 $75,000,000 $86,250,000
Underwriting discounts and commissions paid by us $ 0.48 $ 0.48 $ 4,500,000 $ 5,175,000
Proceeds to us, before expenses $ 7.52 $ 7.52 $70,500,000 $81,075,000

We estimate expenses payable by us in connection with this offering, other than the underwriting discounts
and commissions referred to above, will be approximately $0.7 million. We have also agreed to reimburse
the underwriters for certain expenses, including an amount not to exceed $25,000 in connection with the
clearance of this offering with the Financial Industry Regulatory Authority, Inc., as set forth in the
underwriting agreement.

Listing

Our common stock is listed on the Nasdaq Capital Market under the symbol “LQDA”.

Option to Purchase Additional Shares

We have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus, to
purchase, from time to time, in whole or in part, up to an aggregate of 1,406,250 shares from us at the public
offering price set forth on the cover page of this prospectus, less underwriting discounts and commissions. If
the underwriters exercise this option, each underwriter will be obligated, subject to specified conditions, to
purchase a number of additional shares proportionate to that underwriter’s initial purchase commitment as
indicated in the table above. This option may be exercised only if the underwriters sell more shares than the
total number set forth on the cover page of this prospectus.

No Sales of Similar Securities

We, our officers, directors and certain holders of our outstanding capital stock have agreed, subject to
specified exceptions, not to directly or indirectly:

sell, offer, contract or grant any option to sell (including any short sale), pledge, transfer, establish an
open “put equivalent position” within the meaning of Rule 16a-l(h) under the Exchange Act;

otherwise dispose of any shares of common stock, options or warrants to acquire shares of common
stock, or securities exchangeable or exercisable for or convertible into shares of common stock
currently or hereafter owned either of record or beneficially; or

publicly announce an intention to do any of the foregoing for a period of 90 days after the date of this
prospectus without the prior written consent of Jefferies LLC.

This restriction terminates after the close of trading of the common stock on and including the 90th day after
the date of this prospectus.

Jefferies LLC may, in its discretion and at any time or from time to time before the termination of the 90-day
period release all or any portion of the securities subject to lock-up agreements. There are no existing
agreements between the underwriters and any of our stockholders who will execute a lock-up agreement,
providing consent to the sale of shares prior to the expiration of the lock-up period.
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Stabilization

The underwriters have advised us that they, pursuant to Regulation M under the Exchange Act, and certain
persons participating in the offering may engage in short sale transactions, stabilizing transactions,
syndicate covering transactions or the imposition of penalty bids in connection with this offering. These
activities may have the effect of stabilizing or maintaining the market price of the common stock at a level
above that which might otherwise prevail in the open market. Establishing short sales positions may involve
either “covered” short sales or “naked” short sales.

“Covered” short sales are sales made in an amount not greater than the underwriters’ option to purchase
additional shares of our common stock in this offering. The underwriters may close out any covered short
position by either exercising their option to purchase additional shares of our common stock or purchasing
shares of our common stock in the open market. In determining the source of shares to close out the
covered short position, the underwriters will consider, among other things, the price of shares available for
purchase in the open market as compared to the price at which they may purchase shares through the
option to purchase additional shares.

“Naked” short sales are sales in excess of the option to purchase additional shares of our common stock.
The underwriters must close out any naked short position by purchasing shares in the open market. A naked
short position is more likely to be created if the underwriters are concerned that there may be downward
pressure on the price of the shares of our common stock in the open market after pricing that could
adversely affect investors who purchase in this offering.

A stabilizing bid is a bid for the purchase of shares of common stock on behalf of the underwriters for the
purpose of fixing or maintaining the price of the common stock. A syndicate covering transaction is the bid
for or the purchase of shares of common stock on behalf of the underwriters to reduce a short position
incurred by the underwriters in connection with the offering. Similar to other purchase transactions, the
underwriter’s purchases to cover the syndicate short sales may have the effect of raising or maintaining the
market price of our common stock or preventing or retarding a decline in the market price of our common
stock. As a result, the price of our common stock may be higher than the price that might otherwise exist in
the open market. A penalty bid is an arrangement permitting the underwriters to reclaim the selling
concession otherwise accruing to a syndicate member in connection with the offering if the common stock
originally sold by such syndicate member are purchased in a syndicate covering transaction and therefore
have not been effectively placed by such syndicate member.

Neither we, nor any of the underwriters make any representation or prediction as to the direction or
magnitude of any effect that the transactions described above may have on the price of our common stock.
The underwriters are not obligated to engage in these activities and, if commenced, any of the activities may
be discontinued at any time.

Electronic Distribution

A prospectus in electronic format may be made available by e-mail or on the websites or through online
services maintained by one or more of the underwriters or their affiliates. In those cases, prospective
investors may view offering terms online and may be allowed to place orders online. The underwriters may
agree with us to allocate a specific number of shares of common stock for sale to online brokerage account
holders. Any such allocation for online distributions will be made by the underwriters on the same basis as
other allocations. Other than the prospectus in electronic format, the information on the underwriters’
websites and any information contained in any other website maintained by any of the underwriters is not
part of this prospectus, has not been approved and/or endorsed by us or the underwriters and should not be
relied upon by investors.

Other Activities and Relationships

The underwriter and certain of its affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. The
underwriter and certain of its affiliates have, from time to time, performed, and may in the future perform,
various commercial and investment banking and financial advisory services for us and our affiliates, for
which they received or will receive customary fees and expenses.
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In the ordinary course of their various business activities, the underwriter and certain of its affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts of
their customers, and such investment and securities activities may involve securities and/or instruments
issued by us and our affiliates. If the underwriters or their respective affiliates have a lending relationship
with us, they routinely hedge their credit exposure to us consistent with their customary risk management
policies. The underwriters and their respective affiliates may hedge such exposure by entering into
transactions which consist of either the purchase of credit default swaps or the creation of short positions in
our securities or the securities of our affiliates, including potentially the common stock offered hereby. Any
such short positions could adversely affect future trading prices of the common stock offered hereby. The
underwriters and certain of their respective affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or publish or express independent research views in
respect of such securities or instruments and may at any time hold, or recommend to clients that they
acquire, long and/or short positions in such securities and instruments.

Selling Restrictions
Australia
This prospectus is not a disclosure document for the purposes of Australia’s Corporations Act 2001 (Cth) of
Australia, or Corporations Act, has not been lodged with the Australian Securities & Investments
Commission and is only directed to the categories of exempt persons set out below. Accordingly, if you
receive this prospectus in Australia:

You confirm and warrant that you are either:

a “sophisticated investor” under section 708(8)(a) or (b) of the Corporations Act;

a “sophisticated investor” under section 708(8)(c) or (d) of the Corporations Act and that you have
provided an accountant’s certificate to us which complies with the requirements of section 708(8)(c)
(i) or (ii) of the Corporations Act and related regulations before the offer has been made;

a person associated with our company under Section 708(12) of the Corporations Act; or

a “professional investor” within the meaning of section 708(11)(a) or (b) of the Corporations Act.

To the extent that you are unable to confirm or warrant that you are an exempt sophisticated investor,
associated person or professional investor under the Corporations Act any offer made to you under this
prospectus is void and incapable of acceptance.

You warrant and agree that you will not offer any of the securities issued to you pursuant to this prospectus
for resale in Australia within 12 months of those securities being issued unless any such resale offer is
exempt from the requirement to issue a disclosure document under section 708 of the Corporations Act.

Canada

Resale Restrictions
The distribution of our common stock in Canada is being made only in the provinces of Ontario, Quebec,
Alberta and British Columbia on a private placement basis exempt from the requirement that we prepare and
file a prospectus with the securities regulatory authorities in each province where trades of these securities
are made. Any resale of our common stock in Canada must be made under applicable securities laws which
may vary depending on the relevant jurisdiction, and which may require resales to be made under available
statutory exemptions or under a discretionary exemption granted by the applicable Canadian securities
regulatory authority. Purchasers are advised to seek legal advice prior to any resale of the securities.

Representations of Canadian Purchasers
By purchasing our common stock in Canada and accepting delivery of a purchase confirmation, a purchaser
is representing to us and the dealer from whom the purchase confirmation is received that:

the purchaser is entitled under applicable provincial securities laws to purchase the common stock
without the benefit of a prospectus qualified under those securities laws as it is an “accredited
investor” as defined under National Instrument 45-106—Prospectus Exemptions;
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the purchaser is a “permitted client” as defined in National Instrument 31-103—Registration
Requirements, Exemptions and Ongoing Registrant Obligations;

where required by law, the purchaser is purchasing as principal and not as agent; and

the purchaser has reviewed the text above under “—Resale Restrictions.”

Conflicts of Interest
Canadian purchasers are hereby notified that the underwriters are relying on the exemption set out in
section 3A.3 or 3A.4, if applicable, of National Instrument 33-105—Underwriting Conflicts from having to
provide certain conflict of interest disclosure in this document.

Statutory Rights of Action
Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if the prospectus (including any amendment thereto) such as this document contains
a misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser
within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The
purchaser of our common stock in Canada should refer to any applicable provisions of the securities
legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal
advisor.

Enforcement of Legal Rights
All of our directors and officers as well as the experts named herein may be located outside of Canada and,
as a result, it may not be possible for Canadian purchasers to effect service of process within Canada upon
us or those persons. All or a substantial portion of our assets and the assets of those persons may be
located outside of Canada and, as a result, it may not be possible to satisfy a judgment against us or those
persons in Canada or to enforce a judgment obtained in Canadian courts against us or those persons
outside of Canada.

Taxation and Eligibility for Investment
Canadian purchasers of our common stock should consult their own legal and tax advisors with respect to
the tax consequences of an investment in our common stock in their particular circumstances and about the
eligibility of our common stock for investment by the purchaser under relevant Canadian legislation.

Upon receipt of this document, each Canadian investor hereby confirms that it has expressly requested that
all documents evidencing or relating in any way to the sale of the securities described herein (including for
greater certainty any purchase confirmation or any notice) be drawn up in the English language only. Par la
réception de ce document, chaque investisseur canadien confirme par les présentes qu’il a expressément
exigé que tous les documents faisant foi ou se rapportant de quelque manière que ce soit à la vente des
valeurs mobilières décrites aux présentes (incluant, pour plus de certitude, toute confirmation d’achat ou tout
avis) soient rédigés en anglais seulement.

European Economic Area
In relation to each member state of the European Economic Area which has implemented the Prospectus
Directive, each, a Relevant Member State, an offer to the public of any shares of common stock which are
the subject of the offering contemplated by this prospectus may not be made in that Relevant Member State
except that an offer to the public in that Relevant Member State of any shares of common stock may be
made at any time under the following exemptions under the Prospectus Directive, if they have been
implemented in that Relevant Member State:

to any legal entity which is a “qualified investor” as defined in the Prospectus Directive;

to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the
2010 PD Amending Directive, 150, natural or legal persons (other than qualified investors as defined
in the Prospectus Directive), as permitted under the Prospectus Directive, subject to obtaining the
prior consent of the underwriters or the underwriters nominated by us for any such offer; or

in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of common stock shall require us or any of the underwriters to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to
Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression “offer shares of common stock to the public” in relation to
the shares of common stock in any Relevant Member State means the communication in any form and by
any

 

S-34



TABLE OF CONTENTS

 

means of sufficient information on the terms of the offer and the common stock to be offered so as to enable
an investor to decide to purchase or subscribe to the common stock, as the same may be varied in that
Relevant Member State by any measure implementing the Prospectus Directive in that Relevant Member
State and the expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto,
including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and
includes any relevant implementing measure in the Relevant Member State and the expression “2010 PD
Amending Directive” means Directive 2010/73/EU.

Hong Kong

No securities have been offered or sold, and no securities may be offered or sold, in Hong Kong, by means
of any document, other than to persons whose ordinary business is to buy or sell shares or debentures,
whether as principal or agent; or to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong, or SFO, and any rules made under that Ordinance; or in other
circumstances which do not result in the document being a “prospectus” as defined in the Companies
Ordinance (Cap. 32) of Hong Kong, or CO, or which do not constitute an offer or invitation to the public for
the purpose of the CO or the SFO. No document, invitation or advertisement relating to the securities has
been issued or may be issued or may be in the possession of any person for the purpose of issue (in each
case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be
accessed or read by, the public of Hong Kong (except if permitted under the securities laws of Hong Kong)
other than with respect to securities which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” as defined in the SFO and any rules made under that
Ordinance.

This prospectus has not been registered with the Registrar of Companies in Hong Kong. Accordingly, this
prospectus may not be issued, circulated or distributed in Hong Kong, and the securities may not be offered
for subscription to members of the public in Hong Kong. Each person acquiring the securities will be
required, and is deemed by the acquisition of the securities, to confirm that he is aware of the restriction on
offers of the securities described in this prospectus and the relevant offering documents and that he is not
acquiring, and has not been offered any securities in circumstances that contravene any such restrictions.

Israel

This document does not constitute a prospectus under the Israeli Securities Law, 5728-1968, or the
Securities Law, and has not been filed with or approved by the Israel Securities Authority. In Israel, this
prospectus is being distributed only to, and is directed only at, and any offer of the shares is directed only at,
(i) a limited number of persons in accordance with the Israeli Securities Law and (ii) investors listed in the
first addendum, or the Addendum, to the Israeli Securities Law, consisting primarily of joint investment in
trust funds, provident funds, insurance companies, banks, portfolio managers, investment advisors,
members of the Tel Aviv Stock Exchange, underwriters, venture capital funds, entities with equity in excess
of NIS 50 million and “qualified individuals,” each as defined in the Addendum (as it may be amended from
time to time), collectively referred to as qualified investors (in each case, purchasing for their own account or,
where permitted under the Addendum, for the accounts of their clients who are investors listed in the
Addendum). Qualified investors are required to submit written confirmation that they fall within the scope of
the Addendum, are aware of the meaning of same and agree to it.

Japan

The offering has not been and will not be registered under the Financial Instruments and Exchange Law of
Japan (Law No. 25 of 1948 of Japan, as amended), or FIEL, and the Initial Purchaser will not offer or sell
any securities, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as
used herein means any person resident in Japan, including any corporation or other entity organized under
the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit
of, any resident of Japan, except pursuant to an exemption from the registration requirements of, and
otherwise in compliance with, the FIEL and any other applicable laws, regulations and ministerial guidelines
of Japan.

Singapore

This prospectus has not been and will not be lodged or registered as a prospectus with the Monetary
Authority of Singapore. Accordingly, this prospectus and any other document or material in connection with
the offer
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or sale, or invitation for subscription or purchase, of the common stock may not be circulated or distributed,
nor may the common stock be offered or sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor
under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore, or the SFA, (ii) to a relevant
person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the
conditions specified in Section 275, of the SFA or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA.

Where the common stock is subscribed or purchased under Section 275 of the SFA by a relevant person
which is:

a corporation (which is not an accredited investor, as defined in Section 4A of the SFA) the sole
business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or

a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individual who is an accredited investor,

securities, as defined in Section 239(1) of the SFA, of that corporation or the beneficiaries’ rights and interest
(howsoever described) in that trust shall not be transferred within six months after that corporation or that
trust has acquired the common stock pursuant to an offer made under Section 275 of the SFA except:

to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any
person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

where no consideration is or will be given for the transfer;

where the transfer is by operation of law;

as specified in Section 276(7) of the SFA; or

as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and
Debentures) Regulations 2005 of Singapore.

Switzerland

The securities may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange,
or SIX, or on any other stock exchange or regulated trading facility in Switzerland. This prospectus has been
prepared without regard to the disclosure standards for issuance prospectuses under art. 652a or art. 1156
of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the
SIX Listing Rules or the listing rules of any other stock exchange or regulated trading facility in Switzerland.
Neither this prospectus nor any other offering or marketing material relating to the securities or the offering
may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this prospectus nor any other offering or marketing material relating to the offering, our company or
the securities have been or will be filed with or approved by any Swiss regulatory authority. In particular, this
prospectus will not be filed with, and the offer of securities will not be supervised by, the Swiss Financial
Market Supervisory Authority FINMA, and the offer of securities has not been and will not be authorized
under the Swiss Federal Act on Collective Investment Schemes, or CISA. The investor protection afforded to
acquirers of interests in collective investment schemes under the CISA does not extend to acquirers of
securities.

United Kingdom

This prospectus is only being distributed to, and is only directed at, persons in the United Kingdom that are
qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive that are also
(i) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005, as amended, or the Order, and/or (ii) high net worth entities falling within
Article 49(2)(a) to (d) of the Order and other persons to whom it may lawfully be communicated, each such
person being referred to as a “relevant person”.

This prospectus and its contents are confidential and should not be distributed, published or reproduced (in
whole or in part) or disclosed by recipients to any other persons in the United Kingdom. Any person in the
United Kingdom that is not a relevant person should not act or rely on this document or any of its contents.
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Abandoned Private Offering

In connection with the negotiations of the Merger Transaction prior to June 25, 2020, we had preliminary
discussions with a number of potential accredited investors concerning a possible private placement of
shares of our common stock having an approximate offering size equivalent to the size of the offering
contemplated by this prospectus supplement, to be completed in reliance on the exemption from registration
provided by Section 4(a)(2) of the Securities Act and/or Regulation D and Rule 506 promulgated thereunder.
We and any person acting on our behalf offered securities only to persons that were, or that we reasonably
believed to be, accredited investors, as defined in Regulation D under the Securities Act. On June 25, 2020,
we discontinued the private offering discussions, all offering activity in connection therewith was terminated
and any offers to buy or indications of interest given in the private offering were rejected or otherwise not
accepted. This prospectus supplement and the accompanying prospectus supersedes any offering materials
used in the private offering.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other documents with the SEC, under
the Exchange Act. Our reports, proxy statements and other documents filed electronically with the SEC are
available at the website maintained by the SEC at https://www.sec.gov. In addition, our common stock has
been approved for quotation on the Nasdaq. We also maintain a website at www.liquidia.com, at which you
may access these materials free of charge as soon as reasonably practicable after they are electronically
filed with, or furnished to, the SEC. Information on our website is not a part of this prospectus supplement.

INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference” much of the information we file with it, which means that we
can disclose important information to you by referring you to those publicly available documents. All of the
information that we incorporate by reference is considered to be part of this prospectus supplement, and any
of our subsequent filings with the SEC will automatically update and supersede this information. This
prospectus supplement incorporates by reference the documents listed below and any future filings made by
us with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, except for information
furnished under Items 2.02 or 7.01 of our current reports on Form 8-K, or exhibits related thereto, between
the date of this prospectus supplement and the termination of the offering of the securities:

our Annual Report on Form 10-K for the year ended December 31, 2019, filed with the SEC on
March 16, 2020;

our Quarterly Report on Form 10-Q for the quarter ended March 31, 2020, filed with the SEC on
May 11, 2020;

our Definitive Proxy Statement on Schedule 14A, filed with the SEC on April 28, 2020;

our Current Reports on Form 8-K filed with the SEC on January 27, 2020, March 20, 2020,
March 30, 2020, April 8, 2020, April 13, 2020, April 30, 2020, May 18, 2020, June 5, 2020, June 19,
2020 and June 29, 2020 (provided that any portions of such reports that are deemed furnished and
not filed pursuant to instructions to Form 8-K shall not be incorporated by reference into this
prospectus); and

the description of common stock set forth in our Registration Statement on Form 8-A (File No. 001-
38601), filed with the SEC under Section 12(b) of the Exchange Act on July 23, 2018, including any
amendments or reports filed for the purpose of updating such description.

Any statement contained in this prospectus supplement, the accompanying prospectus or in a document
incorporated or deemed to be incorporated by reference into this prospectus supplement or accompanying
prospectus will be deemed to be modified or superseded for purposes of this prospectus supplement to the
extent that a statement contained in this prospectus supplement or any other subsequently filed document
that is deemed to be incorporated by reference into this prospectus supplement modifies or supersedes the
statement. Any statement so modified or superseded will not be deemed, except as so modified or
superseded, to constitute a part of this prospectus supplement.

We will provide without charge to each person, including any beneficial owner, to whom this prospectus
supplement is delivered, upon written or oral request, a copy of any or all documents that are incorporated
by reference into this prospectus supplement, but not delivered with this prospectus supplement, other than
exhibits to such documents unless such exhibits are specifically incorporated by reference into the
documents that this prospectus supplement incorporates. To request such materials, please contact Jason
Adair, our Vice President, Corporate Development and Strategy, at the following address or telephone
number: Liquidia Technologies, Inc. P.O. Box 110085, Research Triangle Park, NC 27709, (919) 328-4400.
A copy of all documents that are incorporated by reference into this prospectus supplement can also be
found on our website by accessing www.liquidia.com.

You should rely only on information contained in, or incorporated by reference into, this prospectus
supplement. We have not authorized anyone to provide you with information different from that contained in
this prospectus supplement or incorporated by reference in this prospectus.
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LEGAL MATTERS

The validity of the common stock offered by this prospectus supplement and the accompanying prospectus
and certain legal matters will be passed upon for us by DLA Piper LLP (US), Short Hills, New Jersey. Certain
legal matters in connection with this offering will be passed upon for the underwriters by Cooley LLP,
Washington, DC.

EXPERTS

The financial statements incorporated in this Prospectus by reference to the Annual Report on Form 10-K for
the year ended December 31, 2019 have been so incorporated in reliance on the report (which contains an
explanatory paragraph relating to the Company’s ability to continue as a going concern as described in Note
2 to the financial statements) of PricewaterhouseCoopers LLP, an independent registered public accounting
firm, given on the authority of said firm as experts in auditing and accounting.
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PROSPECTUS

$200,000,000

Common Stock, Preferred Stock, 
Debt Securities, Warrants and Units

We may offer from time to time in one or more offerings up to an aggregate of $200,000,000 of the
common stock, preferred stock, debt securities, warrants or units described in this prospectus, separately or
together in one or more combinations. The preferred stock, debt securities, and warrants may be convertible
into or exercisable or exchangeable for common stock or preferred stock or other securities, as identified in
the applicable prospectus supplement.

This prospectus provides a general description of the securities we may offer. This prospectus will
allow us to offer for sale securities over time. Each time we sell securities, we will provide specific terms of
the securities offered in a supplement to this prospectus. We may also authorize one or more free writing
prospectuses to be provided to you in connection with these offerings. The prospectus supplement and any
related free writing prospectus may add, update or change information contained in this prospectus. You
should carefully read this prospectus, the applicable prospectus supplement and any related free writing
prospectus, as well as the documents incorporated by reference herein and therein, before you invest in any
of our securities. This prospectus may not be used to sell the securities unless accompanied by a prospectus
supplement.

We may offer and sell the securities through underwriters, dealers or agents, or directly to purchasers,
or through a combination of these methods. See “Plan of Distribution” beginning on page 61 of this
prospectus.

Our common stock is listed on the Nasdaq Capital Market under the symbol “LQDA.” On August 21,
2019, the last reported sale price of our common stock was $5.59 per share.

Investing in our securities involves risk. See “Risk Factors” beginning on page 6 of this
prospectus. You should carefully read this prospectus, the applicable prospectus supplement and any
related free writing prospectus, as well as the documents incorporated by reference herein and
therein, before you invest in any of our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is September 10, 2019
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange
Commission (the “SEC”) using a “shelf” registration process under the Securities Act of 1933, as amended
(the “Securities Act”). Under this shelf registration process, we may offer and sell, from time to time, any
combination of the securities described in this prospectus in one or more offerings up to a total dollar
amount of $200,000,000.

This prospectus provides you with a general description of the securities we may offer. Each time we
sell the securities, we will, to the extent required by law, provide a prospectus supplement that will contain
specific information about the terms of the offering. We may also authorize one or more free writing
prospectuses to be provided to you in connection with the offering. The prospectus supplement and any
related free writing prospectus may add, update or change information contained in this prospectus. This
prospectus does not contain all of the information included in the registration statement. For a more
complete understanding of the offering of the securities, you should refer to the registration statement,
including its exhibits. You should carefully read this prospectus, the applicable prospectus supplement, and
any applicable free writing prospectus, as well as the information and documents incorporated herein and
therein by reference and the additional information under the heading “Where You Can Find More
Information,” before making an investment decision.

We have not authorized any dealer, salesman or other person to give any information or to make any
representation other than those contained in, or incorporated by reference into, this prospectus and the
applicable prospectus supplement, and any free writing prospectus we have authorized for use in connection
with a specific offering. You must not rely upon any other information or representation.

This prospectus and any accompanying supplement to this prospectus do not constitute an offer to sell
or the solicitation of an offer to buy any securities other than the registered securities to which they relate,
nor do this prospectus and any accompanying supplement to this prospectus constitute an offer to sell or the
solicitation of an offer to buy securities in any jurisdiction to any person to whom it is unlawful to make
such offer or solicitation in such jurisdiction. You should not assume that the information contained in this
prospectus, any accompanying prospectus supplement and any applicable free writing prospectus is accurate
on any date subsequent to the date set forth on the front of the document or that any information we have
incorporated by reference is correct on any date subsequent to the date of the document incorporated by
reference, even though this prospectus, any accompanying prospectus supplement or any applicable free
writing prospectus is delivered, or securities sold, on a later date.

This prospectus may not be used by us to consummate sales of our securities unless it is accompanied
by a prospectus supplement. To the extent there are inconsistencies between any prospectus supplement, this
prospectus and any documents incorporated by reference, the document with the most recent date will
control.

This prospectus includes our trademarks, trade names and service marks, such as Liquidia, the Liquidia
logo and PRINT, or Particle Replication In Non-wetting Templates, which are protected under applicable
intellectual property laws and are the property of Liquidia Technologies, Inc. This quarterly report also
contains trademarks, trade names and service marks of other companies, which are the property of their
respective owners. Solely for convenience, trademarks, trade names and service marks referred to in this
quarterly report may appear without the ®, ™ or SM symbols, but such references are not intended to
indicate, in any way, that we will not assert, to the fullest extent under applicable law, our rights or the right
of the applicable licensor to these trademarks, trade names and service marks. We do not intend our use or
display of other parties’ trademarks, trade names or service marks to imply, and such use or display should
not be construed to imply, a relationship with, or endorsement or sponsorship of us by, these other parties.
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ABOUT LIQUIDIA TECHNOLOGIES, INC.

This summary highlights selected information contained elsewhere in this prospectus or incorporated
by reference into this prospectus. This summary does not contain all the information that you should
consider before investing in our securities. You should carefully read this entire prospectus, the applicable
prospectus supplement and any related free writing prospectus, including each of the documents
incorporated herein or therein by reference, before making an investment decision. Unless the context
otherwise requires, references in this prospectus to “Liquidia,” “we,” “us,” “our,” “our company” and
“our business” refer to Liquidia Technologies, Inc., a Delaware corporation.

Overview

We are a late-stage clinical biopharmaceutical company focused on the development and
commercialization of human therapeutics using our proprietary PRINT technology to transform the lives of
patients. PRINT is a particle engineering platform that enables precise production of uniform drug particles
designed to improve the safety, efficacy and performance of a wide range of therapies.

Product Pipeline

We are currently focused on the development of two product candidates for which we hold worldwide
commercial rights: LIQ861 for the treatment of pulmonary arterial hypertension, or PAH, and LIQ865 for
the treatment of local post-operative pain.

The following table summarizes our clinical-stage product candidates being developed using PRINT
technology:

LIQ861

Our lead product candidate, LIQ861, is being evaluated in an open-label Phase 3 clinical trial, known
as INSPIRE, or Investigation of the Safety and Pharmacology of Dry Powder Inhalation of Treprostinil, as a
potential treatment for patients with PAH. LIQ861 is an inhaled dry powder formulation of treprostinil that
is administered using a convenient, disposable dry powder inhaler, or DPI. Treprostinil is a synthetic analog
of prostacyclin, a vasoactive mediator essential to normal lung function, which is deficient in patients with
PAH. We believe that LIQ861 has the potential to improve the therapeutic profile of existing formulations of
treprostinil by enhancing deep-lung delivery and achieving higher dose levels than current inhaled therapies.

The primary objective of the INSPIRE study is to evaluate the long-term safety and tolerability of
LIQ861. The study is designed to evaluate patients who have either been under stable treatment with Tyvaso
(nebulizer-delivered treprostinil) for at least three months and are transitioned to LIQ861 under the protocol
or who have been under stable treatment with no more than two non-prostacyclin oral PAH therapies for at
least three months and have their treatment regimen supplemented with LIQ861 under the protocol.

As reported on March 11, 2019, we completed enrollment and met the primary endpoint in our
INSPIRE trial. LIQ861 was observed to be well-tolerated in 109 patients, with 101 patients (93%)
completing
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at least two months of treatment. During the two-month period, LIQ861 was evaluated at doses up to
150 mcg capsule strength with no study-drug related serious adverse events. Moreover, dosing has exceeded
the 150 mcg capsule strength in some centers and we have not yet determined a maximum tolerated dose of
LIQ861. We also completed enrollment in our one-directional crossover sub-study comparing bioavailability
and pharmacokinetics, or PK, of treprostinil as sub-study patients transitioned from Tyvaso to LIQ861.

On April 3, 2019, we reported further data from our INSPIRE trial on exploratory endpoints at
two months of treatment that demonstrated generally favorable results with respect to six-minute walk
distance (6MWD) and quality of life as indicated by the Minnesota Living with Heart Failure Questionnaire
(MLWHFQ). On May 14, 2019, we reported further presentation of this data at the American Thoracic
Society (ATS) International Conference 2019.

On June 5, 2019, we reported results from the INSPIRE study indicating that the 75 mcg capsule
strength of LIQ861 correlates with the 54 mcg dose of Tyvaso, the maximum recommended label dose of
Tyvaso. Analysis of the data from the PK sub-study in patients showed variability in systemic plasma levels
of both LIQ861 and Tyvaso, which is believed to be attributed to variation in severity of disease and has
been seen in prior studies of treprostinil in patients. To more accurately characterize the PK of LIQ861, we
conducted an additional PK study in healthy volunteers in which we observed unexpected variability in PK
levels. Post-hoc analysis showed that plasma levels of treprostinil were tightly correlated to the LIQ861
dose delivered. We continue working to supplement the PK data set of LIQ861 and to further assess and
minimize the variability in dosing and PK levels. Based upon additional non-clinical and clinical work
completed to date, we now believe the unexpected variability seen in the healthy volunteer study was due to
an administration technique unique to the conduct of the study in the phase 1 setting. We therefore plan to
complete our PK work in the third quarter of 2019, with results expected during the fourth quarter of 2019.

In August 2019, we had a report that one clinical investigator reassessed a serious adverse event,
preliminarily identified as hypersensitivity pneumonitis, as being possibly related to LIQ861, whereas the
investigator had previously, in May and June 2019, characterized the event as not related to LIQ861. Based
on our work to date, the patient’s medical history, two other potential alternative causes of this event noted
by the clinical investigator, and the fact that the patient has been taking LIQ861 since October 2018, we do
not agree with the clinical investigator’s current assessment. However, we are reporting the event to the
FDA, as required, and we will continue to monitor and assess this event for any change. We expect to
conclude the INSPIRE study during the third quarter of 2019. Following completion of this study, we plan
to provide patients the opportunity to continue receiving LIQ861 by conducting an open label extension
study as a follow-on to the INSPIRE study. We are also considering conducting additional clinical trials to
generate additional data on LIQ861, including a hemodynamic study and a pediatric study, among others.
We are targeting a New Drug Application, or NDA, submission to the U.S. Food and Drug Administration,
or FDA, for LIQ861 in late 2019.

LIQ865

We have completed two Phase 1 clinical trials of our second product candidate, LIQ865, for the
treatment of local post-operative pain. LIQ865 is our proprietary injectable, sustained-release formulation of
bupivacaine, a non-opioid pain medication. We have designed LIQ865 to be administered as a single
treatment for the management of local post-operative pain for three to five days after a procedure. If
approved, we believe that LIQ865 has the potential to provide significantly longer post-operative pain relief
compared to currently marketed formulations of bupivacaine. We initiated Phase 2-enabling toxicology
studies in the first quarter of 2019. We expect to complete these studies by the end of 2019 and to
commence initial Phase 2 proof-of-concept clinical trials in 2020.

Other

We believe that our PRINT technology can be applied to a wide range of therapeutic areas, molecule
types and routes of administration. We are currently focused on developing product candidates that we
believe are eligible to be approved under the 505(b)(2) regulatory pathway, which can be capital efficient
and potentially enable a shorter time to approval, as it allows us to rely in part on existing knowledge of the
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safety and efficacy of the relevant reference listed drugs to support our applications for approval in the
United States. If any of our product candidates are approved, we intend to conduct initial commercial
manufacturing of drug product using in-house capabilities, and to outsource packaging and distribution to
third parties. Where appropriate, we may also transition the commercial manufacture of our drug product to
third parties. In addition to developing our two product candidates, we have provided specific field-limited
licenses to our PRINT technology to pharmaceutical companies seeking to develop their own potential
drugs and biological therapies.

Risk Factors

Investing in our securities involves a significant degree of risk. See “Risk Factors” beginning on page 6
of this prospectus for a discussion of factors you should carefully consider before deciding to invest in our
securities. These risks include among others:

We are a late-stage clinical biopharmaceutical company with no approved products and no historical
product revenue, which may make it difficult for you to evaluate our business, financial condition
and prospects.

We are primarily dependent on the success of our lead product candidate, LIQ861, and to a lesser
degree, LIQ865, which are still in clinical development, and these product candidates may fail to
receive marketing approval or may not be commercialized successfully.

Our preclinical studies and clinical trials may not be successful and delays to such preclinical studies
or clinical trials may cause our costs to increase and significantly impair our ability to commercialize
our product candidates. Results of previous clinical trials or interim results of ongoing clinical trials
may not be predictive of future or final results.

We are planning to pursue the FDA 505(b)(2) pathway for all of our current product candidates. If
we are unable to rely on the 505(b)(2) regulatory pathway to apply for marketing approval of our
product candidates in the United States, seeking approval of these product candidates through the
505(b)(1) NDA pathway would require full reports of investigations of safety and effectiveness, and
the process of obtaining marketing approval for our product candidates would likely be significantly
longer and more costly.

If we are unable to establish or maintain licensing and collaboration arrangements with other
pharmaceutical companies on acceptable terms, or at all, we may not be able to develop and
commercialize additional product candidates using our PRINT technology.

Our product candidates are based on our proprietary, novel technology, PRINT, which has not been
the subject of FDA manufacturing inspections, making it difficult to predict the time and cost of
development and of subsequently obtaining regulatory approval.

We may not be able to build our marketing and sales capabilities or enter into agreements with third
parties to market and sell our drug products.

Although we have historically depended on GSK for a significant portion of our revenue, we do not
expect to receive any additional revenue from our GSK collaboration.

Our net losses and significant cash used in operating activities have raised substantial doubt
regarding our ability to continue as a going concern.

We depend on third parties for clinical and commercial supplies, including single suppliers for the
active ingredient, the device, encapsulation and packaging of LIQ861.

We may be unable to continually develop a pipeline of product candidates, which could affect our
business and prospects.

We may encounter difficulties in enrolling patients in our clinical trials.

The marketing approval processes of the FDA and comparable regulatory authorities in other
countries are unpredictable and our product candidates may be subject to multiple rounds of review
or may not receive marketing approval.
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The commercial success of our drug products depends on the availability and sufficiency of third-
party payor coverage and reimbursement.

Our commercial success depends largely on our ability to protect our intellectual property.

Implications of Being an Emerging Growth Company and a Smaller Reporting Company

We qualify as an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of
2012, as amended, or the JOBS Act. As an emerging growth company, we may take advantage of specified
reduced disclosure and other requirements that are otherwise applicable generally to public companies. As
an emerging growth company, among other reduced disclosure requirements:

we provide reduced disclosure about our executive compensation arrangements;

we are not required to have advisory votes on executive compensation or golden parachute
arrangements; and

we have an exemption from the auditor attestation requirement in the assessment of our internal
control over financial reporting.

We may take advantage of these exemptions for up to five years or such earlier time that we are no
longer an emerging growth company. We would cease to be an emerging growth company on the date that is
the earliest of (i) the last day of the fiscal year in which we have total annual gross revenues of $1.07 billion
or more; (ii) the last day of 2023; (iii) the date on which we have issued more than $1.0 billion in
nonconvertible debt during the previous three years; or (iv) the date on which we are deemed to be a large
accelerated filer under the rules of the SEC. We have chosen to opt out of the extended transition periods
available to emerging growth companies under the JOBS Act for complying with new or revised accounting
standards. Section 107 of the JOBS Act provides that our decision to opt out of the extended transition
periods for complying with new or revised accounting standards is irrevocable. We may choose to take
advantage of some but not all of these other exemptions available to emerging growth companies.

As a “smaller reporting company,” as defined in Rule 12b-2 of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, in addition to providing reduced disclosure about our executive
compensation arrangements and business developments, among other reduced disclosure requirements
available to smaller reporting companies, we present only two years of audited financial statements in
addition to any required unaudited interim financial statements with correspondingly reduced
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” disclosure.

We have taken advantage of reduced reporting requirements in this prospectus. Accordingly, the
information contained herein may be different from the information you receive from other public
companies in which you hold stock.

Corporate Information

Liquidia Technologies, Inc. was incorporated in Delaware on June 8, 2004. Our principal executive
offices are located at 419 Davis Drive, Suite 100, Morrisville, North Carolina 27560 and our telephone
number is (919) 328-4400. Our mailing address is PO Box 110085, Research Triangle Park, NC 27709. Our
website is located at www.liquidia.com. The information on or that can be accessed through our website is
not incorporated by reference into this prospectus, and you should not consider any such information as part
of this prospectus or any accompanying prospectus supplement or related free writing prospectus or in
deciding whether to purchase our common stock.
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RISK FACTORS

Investing in any securities offered pursuant to this prospectus, the applicable prospectus supplement
and any related free writing prospectus involves a high degree of risk. You should carefully consider the
risks described under “Risk Factors” in the applicable prospectus supplement, any related free writing
prospectus and in our most recent Annual Report on Form 10-K, or any updates in our Quarterly Reports
on Form 10-Q, together with all of the other information appearing in or incorporated by reference into this
prospectus, the applicable prospectus supplement and any related free writing prospectus, before deciding
whether to purchase any of the securities being offered. Our business, financial condition or results of
operations could be materially adversely affected by any of these risks. The occurrence of any of these risks
might cause you to lose all or part of your investment in the offered securities.

Risks Related to Our Company and our Financial Condition

We have a history of losses, have not commenced commercial operations to date and our future profitability is
uncertain.

We have incurred net losses of $19.7 million for the six months ended June 30, 2019, and $53.1 million
and $29.2 million for the years ended December 31, 2018 and 2017, respectively. We also had negative
operating cash flows in the six months ended June 30, 2019, and for the years ended December 31, 2018 and
2017. As of June 30, 2019 and December 31, 2018, we had an accumulated deficit of $187.3 million and
$167.1 million, respectively.

Since our incorporation, we have invested heavily in the development of our product candidates and
technologies, as well as in recruiting management and scientific personnel. To date, we have not
commenced the commercialization of our product candidates and all of our revenue has been derived from
up-front fees and milestone payments made to us in connection with licensing and collaboration
arrangements we have entered into. These up-front fees and milestone payments have been, and may
continue to be, insufficient to match our operating expenses. We expect to continue to devote substantial
financial and other resources to the clinical development of our product candidates and, as a result, must
generate significant revenue to achieve and maintain profitability. We may continue to incur losses and
negative cash flow and may never transition to profitability or positive cash flow.

We are primarily dependent on the success of our lead product candidate, LIQ861, and to a lesser degree, LIQ865,
which are still in clinical development, and these product candidates may fail to receive marketing approval or may
not be commercialized successfully.

We have no products approved for marketing in any jurisdiction and we have never generated any
revenue from product sales. Our ability to generate revenue from product sales and achieve profitability
depends on our ability, alone or with strategic collaboration partners, to successfully complete the
development of, and obtain the regulatory and marketing approvals necessary to commercialize, one or
more of our product candidates. We expect that a substantial portion of our efforts and expenditure over the
next few years will be devoted to our product candidates, LIQ861, a proprietary inhaled dry powder
formulation of treprostinil, which is intended as an inhaled therapy for pulmonary arterial hypertension, or
PAH, and LIQ865, a sustained-release formulation of bupivacaine for the management of local post-
operative pain. We do not anticipate generating revenue from product sales for at least the next few years, if
ever.

We have completed a Phase 1 clinical trial for LIQ861 and an early Phase 1a clinical trial in Denmark
for LIQ865 and a Phase 1b clinical trial for LIQ865 in the United States. We commenced a Phase 3 clinical
trial for LIQ861 in the first quarter of 2018 and reported completion of enrollment and achievement of the
primary endpoint in the INSPIRE trial in the first quarter of 2019. LIQ861 was observed to be well-tolerated
in 109 patients, with 101 patients (93%) completing at least two months of treatment. During the two-month
period, LIQ861 was evaluated at doses up to 150 mcg capsule strength with no study-drug related serious
adverse events, with some dosing above the 150 mcg capsule strength. Exploratory endpoints of the
INSPIRE trial demonstrated favorable functional and patient outcomes. We also completed enrollment in
our one-directional crossover sub-study comparing bioavailability and PK of treprostinil as sub-study
patients transitioned from Tyvaso to LIQ861. On June 5, 2019, we reported results from the INSPIRE study
indicating that the 75 mcg capsule strength of LIQ861 correlates with the 54 mcg dose of Tyvaso, the
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maximum recommended label dose of Tyvaso. Analysis of the data from the PK sub-study in patients
showed variability in systemic plasma levels of both LIQ861 and Tyvaso, which is believed to be attributed
to variation in severity of disease and has been seen in prior studies of treprostinil in patients. To more
accurately characterize the PK of LIQ861, we conducted an additional PK study in healthy volunteers. Post-
hoc analysis showed that plasma levels of treprostinil were tightly correlated to the LIQ861 dose delivered.
We are continuing work to supplement the PK data set of LIQ861 and to further assess and minimize the
variability in dosing and PK levels. Based upon additional non-clinical and clinical work completed to date,
we now believe the unexpected variability was due to an administration technique unique to the conduct of
the study in the Phase 1 setting. We therefore plan to complete our PK work in the third quarter of 2019,
with results expected during the fourth quarter of 2019. In August 2019, we had a report that one clinical
investigator reassessed a serious adverse event, preliminarily identified as hypersensitivity pneumonitis, as
being possibly related to LIQ861, whereas the investigator had previously, in May and June 2019,
characterized the event as not related to LIQ861. Based on our work to date, the patient’s medical history,
two other potential alternative causes of this event noted by the clinical investigator, and the fact that the
patient has been taking LIQ861 since October 2018, we do not agree with the clinical investigator’s current
assessment. However, we are reporting the event to the FDA, as required, and we will continue to monitor
and assess this event for any change. Furthermore, we commenced preparations for Phase 2-enabling
toxicology studies for LIQ865 in the fourth quarter of 2018 and initiated these initial studies in March 2019.
We anticipate that, following the initial Phase 2-enabling toxicology studies, which we expect to complete
by the end of 2019, we will commence initial Phase 2 proof-of-concept clinical trials for LIQ865 in 2020.
We cannot assure you that our toxicology studies or clinical trials, if commenced, will be successful or meet
their endpoints or that the endpoints will be sufficient to receive marketing approval.

If we successfully complete the clinical development of LIQ861 and LIQ865, we cannot assure you
that they will receive marketing approval. The FDA or comparable regulatory authorities in other countries
may delay, limit or deny approval of our product candidates for various reasons. For example, such
authorities may disagree with the design, scope or implementation of our clinical trials, or with our
interpretation of data from our preclinical studies or clinical trials. Status as a combination product, as is the
case for LIQ861, may complicate or delay the FDA review process. Product candidates that the FDA deems
to be combination products, such as LIQ861, or that otherwise rely on innovative drug delivery systems,
may face additional challenges, risks and delays in the product development and regulatory approval
process. Moreover, the applicable requirements for approval may differ from country to country.

If we successfully obtain marketing approval for LIQ861 and LIQ865, we cannot assure you that they
will be commercialized in a timely manner or successfully, or at all. For example, LIQ861 and LIQ865 may
not achieve a sufficient level of market acceptance, or we may not be able to effectively build our marketing
and sales capabilities or scale our manufacturing operations to meet commercial demand. The successful
commercialization of LIQ861 and LIQ865 will also, in part, depend on factors that are beyond our control.
Therefore, we may not generate significant revenue from the sale of such products, even if approved. Any
delay or setback we face in the commercialization of LIQ861 or LIQ865 may have a material and adverse
effect on our business and prospects, which will adversely affect your investment in our company.

We are a late-stage clinical biopharmaceutical company with no approved products and no historical product
revenue, which may make it difficult for you to evaluate our business, financial condition and prospects.

We are a late-stage clinical biopharmaceutical company with no history of commercial operations upon
which you can evaluate our prospects. Drug product development involves a substantial degree of
uncertainty. Our operations to date have been limited to developing our PRINT technology, undertaking
preclinical studies and clinical trials for our product candidates and collaborating with pharmaceutical
companies, including GlaxoSmithKline plc and/or its subsidiaries, collectively, GSK, to expand the
applications for our PRINT technology through licensing as well as joint product development
arrangements. We have not obtained marketing approval for any of our product candidates and, accordingly,
have not demonstrated an ability to generate revenue from pharmaceutical products or successfully
overcome the risks and uncertainties frequently encountered by companies undertaking drug product
development. Consequently, your ability to assess our business, financial condition and prospects may be
significantly limited. Further, the net losses that we incur may fluctuate significantly from quarter-to-quarter
and year-to-year, such that a
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period-to-period comparison of our results of operations may not be a good indication of our future
performance. Other unanticipated costs may also arise.

Our net losses and significant cash used in operating activities have raised substantial doubt regarding our ability to
continue as a going concern.

Our financial statements for the six months ended June 30, 2019 and the year ended December 31,
2018 include a statement that our recurring losses and cash outflows from operations, our accumulated
deficit and our debt maturing within twelve months raise substantial doubt about our ability to continue as a
going concern. If we are unable to obtain sufficient funding, our business, prospects, financial condition and
results of operations will be materially and adversely affected, and we may be unable to continue as a going
concern. If we are unable to continue as a going concern, we may have to liquidate our assets and may
receive less than the value at which those assets are carried on our audited financial statements, and it is
likely that investors will lose all or a part of their investment. Our ability to continue as a going concern
could also materially limit our ability to raise additional funds through the issuance of new debt or equity
securities or generate revenues from licensing and collaboration arrangements. Future financial statements
may also include statements expressing substantial doubt about our ability to continue as a going concern. If
we seek additional financing to fund our business activities in the future and there remains substantial doubt
about our ability to continue as a going concern, investors or other financing sources may be unwilling to
provide additional funding to us on commercially reasonable terms or at all.

We expect that we will need further financing for our existing business and future growth, which may not be
available on acceptable terms, if at all. Failure to obtain funding on acceptable terms and on a timely basis may
require us to curtail, delay or discontinue our product development efforts or other operations. The failure to obtain
further financing may also prevent us from capitalizing on other potential product candidates or indications which
may be more profitable than LIQ861 and LIQ865 or for which there may be a greater likelihood of success.

We anticipate that we will need to raise additional funds to meet our future funding requirements for
the continued research, development and commercialization of our product candidates and technology.

In the event that funds generated from our operations are insufficient to fund our future growth, we
may raise additional funds through an issuance of equity or debt securities or by borrowing from banks or
other financial institutions. We cannot assure you that we will be able to obtain such additional financing on
terms that are acceptable to us, or at all. Global and local economic conditions could negatively affect our
ability to raise funds. To the extent that we raise additional capital through the sale of equity or convertible
debt securities, your ownership interest will be diluted, and the terms of such securities may include
liquidation or other preferences that adversely affect your rights as a stockholder. Such financing, even if
obtained, may be accompanied by restrictive covenants that may, among others, limit our ability to pay
dividends or require us to seek consent for payment of dividends, or restrict our freedom to operate our
business by requiring consent for certain actions.

If we fail to obtain additional financing on terms that are acceptable to us, we will not be able to
implement our growth plans, and we may be required to significantly curtail, delay or discontinue one or
more of our research, development or manufacturing programs or the commercialization of any approved
product. Furthermore, if we fail to obtain additional financing on terms that are acceptable to us, we may
forgo or delay the pursuit of opportunities presented by other potential product candidates or indications that
may later prove to have greater commercial potential than the product candidates and indications that we
have chosen to pursue.

Although we have historically depended on GSK for a significant portion of our revenue, we do not expect to receive
any additional revenue from our GSK collaboration.

We are party to a licensing agreement with GSK pursuant to which GSK has exercised an option to
exclusively license our PRINT technology for applications in certain inhaled therapies, or the GSK ICO
Agreement. We previously entered into a separate licensing agreement with GSK relating to the field of
vaccines, which lapsed in April 2016. We have historically received a significant portion of our revenue
from GSK pursuant to these licensing agreements. For the six months ended June 30, 2019 and 2018, our
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revenue attributable to our collaboration and licensing arrangements with GSK, which included a
combination of billings for particle formulations, manufacturing, milestone payments and amortization of
deferred revenue from up-front fees, accounted for 100% and 22%, respectively, of our total revenue. For
the years ended December 31, 2018 and 2017, our revenue attributable to our collaboration and licensing
arrangements with GSK accounted for 16% and 84%, respectively, of our total revenue.

GSK has informed us of changes to its plans with respect to the GSK ICO Agreement that has
materially affected the amounts we received from GSK under this agreement for the year ended
December 31, 2018 and which we expect will continue to materially affect the amounts we will receive
from GSK under this agreement for the year ending December 31, 2019. In December 2017, GSK informed
us of its modified plans under the GSK ICO Agreement that reduced its requirements and budget for our
research and development support in 2018. Revenues from research and development services under the
GSK ICO Agreement were $0.2 million for the year ended December 31, 2018. In response, in January 2018
we reduced our research and development workforce accordingly, and incurred approximately $400,000 in
expense relating to the modification. Further, in June 2018, GSK notified us of its intention to review
continuation of development of an inhaled antiviral for viral exacerbations in chronic obstructive pulmonary
disease, or COPD, under the GSK ICO Agreement, after completion of its related Phase 1 clinical trial. In
July 2018, GSK confirmed that it will not continue the COPD program. We do not expect to incur additional
expenses directly associated with the COPD program. In part because GSK is no longer actively advancing
any programs under our collaboration, we entered into the Third Amendment to the GSK ICO Agreement,
pursuant to which we have the right to develop three products for delivery via inhalation, subject to
specified milestone payments and royalties due to GSK. Additionally, under certain circumstances GSK has
a right of first negotiation with respect to these programs.

As a result of these changes, we concluded that no further research and development services will be
provided to GSK under the collaboration agreement and the earnings process related to the license fees
previously received under the collaboration agreement is completed under the proportional performance
model. Therefore, the remaining deferred revenue of $8.1 million was recognized as revenues during the
six months ended June 30, 2019, and we do not expect to receive any additional revenue from GSK pursuant
to our collaboration.

Our credit facility with Pacific Western Bank, or PWB, contains operating and financial covenants that restrict our
business and financing activities, and is subject to acceleration in specified circumstances, which may result in
PWB taking possession and disposing of any collateral.

Our credit facility contains restrictions that limit our flexibility in operating our business. Under the
terms of the amended and restated loan and security agreement dated as of October 26, 2018, as amended,
or the A&R LSA, with PWB, pursuant to which PWB extended a $16.0 million term loan facility to us, of
which $11.0 million was received in October 2018 in an initial tranche and $5.0 million was received in
May 2019, we may not, among other things, without the prior written consent of PWB, (a) pay any
dividends or make any other distribution or payment on account of or in redemption, retirement or purchase
of any capital stock except in certain prescribed circumstances, (b) create, incur, assume, guarantee or be or
remain liable with respect to any indebtedness except certain permitted indebtedness or prepay any
indebtedness, (c) replace or suffer the departure of our Chief Executive Officer or Chief Financial Officer
without delivering written notification to PWB within ten days of such change or (d) suffer a change on our
Board which results in the failure of at least one partner of Canaan Partners or their respective affiliates to
serve as a voting member, without having used best efforts to deliver at least 15 days’ prior written
notification to PWB. Our facility with PWB is collateralized by all of our assets excluding our intellectual
property, on which we have granted a negative pledge.

We have, in the past, breached multiple covenants in our loan and security agreement dated as of
January 6, 2016, as amended, with PWB related to cash levels, reporting requirements and required periodic
deliverables to PWB, but have obtained waivers from PWB in relation to all such breaches. If we breach
certain of our debt covenants and are unable to cure such breach within the prescribed period or are not
granted waivers in relation to such breach, it may constitute an event of default under our facility
agreements, giving lenders the right to require us to repay the then outstanding debt immediately, and the
lenders could, among other things, foreclose on the collateral granted to them to collateralize such
indebtedness,
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which excludes our intellectual property, if we are unable to pay the outstanding debt immediately. A breach
of covenants in the A&R LSA and the acceleration of our repayment obligations by PWB could have a
material adverse effect on our business, financial condition, results of operations and prospects.

We face significant competition from large pharmaceutical companies, among others, and our operating results will
suffer if we are unable to compete effectively.

We face significant competition from industry players worldwide, including large multi-national
pharmaceutical companies, other emerging or smaller pharmaceutical companies, as well as universities and
other research institutions.

Many of our competitors have substantially greater financial, technical and other resources, such as a
larger research and development staff, and more experience in manufacturing and marketing, than we do. As
a result, these companies may obtain marketing approval for their product candidates more quickly than we
are able to and be more successful in commercializing their products than us. Smaller or early-stage
companies may also prove to be significant competitors, particularly through collaboration arrangements
that they enter into with large, established companies. We may also face competition as a result of advances
in the commercial applicability of new technologies and greater availability of capital for investment in such
technologies. Our competitors may also invest heavily in the discovery and development of novel drug
products that could make our product candidates less competitive or may file FDA citizen petitions which
may delay the approval process for our product candidates.

Furthermore, our competitors may succeed in developing, acquiring or licensing, on an exclusive basis,
pharmaceutical products that are easier to develop, more effective or less costly than any product candidates
that we are currently developing or that we may develop. Our competitors may also succeed in developing
blocking patents to which we do not have a license.

Any new drug product that competes with a prior approved drug product must demonstrate advantages
in safety, efficacy, tolerability or convenience in order to overcome price competition and to be
commercially successful. Our products, if and when approved, are expected to face competition from drug
products that are already on the market, as well as those in our competitors’ development pipelines. In
particular, we expect that LIQ861 will face competition from Tyvaso®, and Ventavis®, which are existing
drug products indicated for the treatment of PAH, potential new entrants such as Insmed Inc.’s INS-1009, as
well as generic equivalents of Tyvaso following the expiry of Tyvaso’s patents beginning in 2018. We are
aware that MannKind Corporation, or MannKind, filed an Investigational New Drug application, or IND,
and completed a Phase 1 trial evaluating an inhaled dry powder treprostinil product for the treatment of
PAH. In October 2018, United Therapeutics Corporation, or United Therapeutics, and MannKind closed
their worldwide exclusive licensing and collaboration agreement for the development and
commercialization of a dry powder formulation of treprostinil, an investigational product currently being
evaluated in clinical trials for the treatment of PAH. Under the agreement, United Therapeutics will be
responsible for global development, regulatory and commercial activities. MannKind will manufacture
clinical supplies and initial commercial supplies of the product while long-term commercial supplies will be
manufactured by United Therapeutics. Additionally, we are aware that Arena Pharmaceuticals, Inc., or
Arena, has commenced a Phase 3 trial evaluating ralinepag, an oral IP receptor agonist for the treatment of
patients suffering from PAH. In January 2019, Arena and United Therapeutics closed on a global license
agreement for ralinepag. Under the agreement, United Therapeutics is now responsible for the development,
manufacture and commercialization of ralinepag. These new collaborations may accelerate competition for
LIQ861.

We expect LIQ865 to face competition from EXPAREL®, an existing injectable version of
bupivacaine. The early success of EXPAREL may make it difficult for us to convince physicians, patients
and other members of the medical community to accept and use LIQ865 over EXPAREL. In addition, while
EXPAREL is currently the only direct competitor to LIQ865 on the market, Durect Corporation, Innocoll
Holdings plc and Heron Therapeutics, Inc., or Heron, each have products in the pipeline that are potential
competitors to LIQ865, which are estimated to enter the market in 2019, and generic equivalents of
EXPAREL may enter the market following the expiry of EXPAREL’s patent in 2021. In October 2018,
Heron announced the submission of its NDA to the FDA for HTX-011, an investigational long-acting,
extended-release formulation of the local anesthetic bupivacaine in a fixed-dose combination with the anti-
inflammatory meloxicam for the management of postoperative pain. HTX-011 was granted both
breakthrough therapy
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and fast track designations from the FDA as well as priority review by the FDA and a Prescription Drug
User Fee Act, or PDUFA, date of April 30, 2019. On May 1, 2019, Heron announced that it received a
complete response letter for HTX-011 from the FDA indicating the need for additional non-clinical
information and information on chemistry, manufacturing and controls. Heron advised it intends to re-
submit the NDA for HTX-011. If we are unable to maintain our competitive position, our business and
prospects will be materially and adversely affected.

The pharmaceutical industry is subject to rapid technological change, which could affect the commercial viability of
our products.

The pharmaceutical industry is subject to rapid and significant technological change. Research,
discoveries or inventions by others may result in medical insights or breakthroughs which render our
products less competitive or even obsolete. Furthermore, there may be breakthroughs of new pharmaceutical
technologies which may become superior to our PRINT technology that may result in the loss of our
commercial advantage. Our future success will, in part, depend on our ability to, among others:

develop or license new technologies that address the changing needs of the medical community; and

respond to technological advances and changing industry standards and practices in a cost-effective
and timely manner.

Developing technology entails significant technical and business risks and substantial costs. We cannot
assure you that we will be able to utilize new technologies effectively or that we will be able to adapt our
existing technologies to changing industry standards in a timely or cost-effective manner, or at all. If we are
unable to keep up with advancements in technology, our competitive position may suffer and our business
and prospects may be materially and adversely affected.

Inadequate funding for the FDA, the SEC and other government agencies could hinder their ability to hire and
retain key leadership and other personnel, prevent new products and services from being developed or
commercialized in a timely manner or otherwise prevent those agencies from performing normal business functions
on which the operation of our business may rely, which could negatively impact our business.

The ability of the FDA to review and approve new products can be affected by a variety of factors,
including government budget and funding levels, ability to hire and retain key personnel and accept the
payment of user fees, and statutory, regulatory, and policy changes. Average review times at the FDA have
fluctuated in recent years as a result. In addition, government funding of the SEC and other government
agencies on which our operations may rely, including those that fund research and development activities is
subject to the political process, which is inherently fluid and unpredictable.

Disruptions at the FDA and other agencies may also slow the time necessary for new drugs to be
reviewed and/or approved by necessary government agencies, which would adversely affect our business.
For example, over the last several years, including from December 22, 2018 until January 25, 2019, the U.S.
government has shut down several times and certain regulatory agencies, such as the FDA and the SEC,
have had to furlough critical FDA, SEC and other government employees and stop critical activities. If a
prolonged government shutdown occurs, it could significantly impact the ability of the FDA to timely
review and process our regulatory submissions, which could have a material adverse effect on our business.
Further, in our operations as a public company, future government shutdowns could impact our ability to
access the public markets and obtain necessary capital in order to properly capitalize and continue our
operations.

Risks Related to our Business Operations

If we are unable to establish or maintain licensing and collaboration arrangements with other pharmaceutical
companies on acceptable terms, or at all, we may not be able to develop and commercialize additional product
candidates using our PRINT technology.

We have collaborated, and may consider collaborating, with, among others, pharmaceutical companies
to expand the applications for our PRINT technology through licensing as well as joint product development
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arrangements. In addition, if we are able to obtain marketing approval for our product candidates from
regulatory authorities, we may enter into strategic relationships with collaborators for the commercialization
of such products.

Collaboration and licensing arrangements are complex and time-consuming to negotiate, document,
implement and maintain. We may not be successful in our efforts to establish collaboration or other
alternative arrangements should we so choose to enter into such arrangements. In addition, the terms of any
collaboration or other arrangements that we may enter into may not be favorable to us or may restrict our
ability to enter into further collaboration or other arrangements with others. For example, collaboration
agreements may contain exclusivity arrangements which limit our ability to work with other pharmaceutical
companies to expand the applications for our PRINT technology, as in the case of our exclusivity
arrangements with GSK.

If we are unable to establish licensing and collaboration arrangements or the terms of such agreements
we enter into are unfavorable to us or restrict our ability to work with other pharmaceutical companies, we
may not be able to expand the applications for our PRINT technology or commercialize our products, if and
when approved, and our business and prospects may be materially and adversely affected.

Our collaboration and licensing arrangements may not be successful.

Our collaboration and licensing arrangements, as well as any future collaboration and licensing
arrangements that we may enter into, may not be successful. The success of our collaboration and licensing
arrangements will depend heavily on the efforts and activities of our collaborators, which are not within our
control. We may, in the course of our collaboration and licensing arrangements, be subject to numerous
risks, including, but not limited to, the following:

our collaborators may have significant discretion in determining the efforts and resources that they
will contribute;

our collaborators may delay clinical trials, provide insufficient funding for a clinical trial program,
stop a clinical trial, abandon a product candidate, repeat or conduct new clinical trials or require a
new formulation of a product candidate for clinical testing (for example, in July 2018, GSK notified
us of its decision to discontinue development of the inhaled antiviral for viral exacerbations in
COPD, part of the GSK ICO Agreement, after completion of its related Phase 1 clinical trial and we
do not believe that GSK is currently advancing any program under our collaboration);

our collaborators may independently, or in conjunction with others, develop products that compete
directly or indirectly with our product candidates;

we may grant exclusive rights to our collaborators that would restrict us from collaborating with
others;

our collaborators may not properly maintain or defend our intellectual property rights or may use our
intellectual property or proprietary information in a way that gives rise to actual or threatened
litigation that could jeopardize or invalidate our intellectual property or proprietary information or
expose us to potential liability;

disputes may arise between us and our collaborators, which may cause a delay in or the termination
of our research, development or commercialization activities;

our collaboration and licensing arrangements may be terminated (for example, our development and
licensing agreement with G&W Laboratories, Inc., which we mutually terminated in April 2018),
and if terminated, may result in our need for additional capital to pursue further drug product
development or commercialization;

our collaborators may own or co-own certain intellectual property arising from our collaboration and
licensing arrangements with them, which may restrict our ability to develop or commercialize such
intellectual property; and

our collaborators may alter the strategic direction of their business or may undergo a change of
control or management, which may affect the success of our collaboration arrangements with them.
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We depend on third parties for clinical and commercial supplies, including single suppliers for the active ingredient,
the device, encapsulation and packaging of LIQ861.

We depend on third-party suppliers for clinical and commercial supplies, including the active
pharmaceutical ingredients which are used in our product candidates. These supplies may not always be
available to us at the standards we require or on terms acceptable to us, or at all, and we may not be able to
locate alternative suppliers in a timely manner, or at all. If we are unable to obtain necessary clinical or
commercial supplies, our manufacturing operations and clinical trials and the clinical trials of our
collaborators may be delayed or disrupted and our business and prospects may be materially and adversely
affected as a result.

For example, we currently rely on a sole supplier for treprostinil, the active pharmaceutical ingredient
of LIQ861. If our supplier is unable to supply treprostinil to us in the quantities we require, or at all, or
otherwise defaults on its supply obligations to us, or if it ceases its relationship with us, we may not be able
to obtain alternative supplies of treprostinil from other suppliers on acceptable terms, in a timely manner, or
at all. Furthermore, LIQ861 is administered using RS00 Model 8 DPI, a DPI manufactured by Plastiape
S.p.A. We also rely on a sole supplier for encapsulation and packaging services. We purchase treprostinil,
our DPI supply and encapsulation and packaging services pursuant to purchase orders and do not have long-
term contracts with these suppliers. In the event of any prolonged disruption to our supply of treprostinil,
the manufacture and supply of RS00 Model 8 DPI or encapsulation and packaging services, our ability to
develop and commercialize, and the timeline for commercialization of, LIQ861 may be adversely affected.

Our operations are concentrated in Morrisville, North Carolina and interruptions affecting us or our suppliers due
to natural disasters or other unforeseen events could materially and adversely affect our operations.

All of our current operations are concentrated in Morrisville, North Carolina. A fire, flood, hurricane,
earthquake or other disaster or unforeseen event resulting in significant damage to our facilities could
significantly disrupt or curtail or require us to cease our operations.

It would be difficult, costly and time-consuming to transfer resources from one facility to another or to
repair or replace our facility in the event that it is significantly damaged. In addition, our insurance may not
be sufficient to cover all of our losses and may not continue to be available to us on acceptable terms, or at
all.

In addition, if one of our suppliers experiences a similar disaster or unforeseen event, we could face
significant delays in obtaining our supplies or be required to source supplies from an alternative supplier
and may incur substantial costs as a result. Any significant uninsured loss, prolonged or repeated disruption
to operations or inability to operate, experienced by us or by our suppliers could materially and adversely
affect our business, financial condition and results of operations.

If we fail to comply with environmental, health and safety laws and regulations, we could become subject to fines or
penalties or incur costs that could have a material adverse effect on our business.

We are subject to numerous environmental, health and safety laws and regulations, including those
governing laboratory procedures and the handling, use, storage, treatment and disposal of hazardous
materials and wastes. From time to time and in the future, our operations may involve the use of hazardous
and flammable materials, including chemicals and biological materials, and may also produce hazardous
waste products. Even if we contract with third parties for the disposal of these materials and waste products,
we cannot completely eliminate the risk of contamination or injury resulting from these materials. In the
event of contamination or injury resulting from the use or disposal of our hazardous materials, we could be
held liable for any resulting damages, and any liability could exceed our resources. We also could incur
significant costs associated with civil or criminal fines and penalties for failure to comply with such laws
and regulations.

We maintain workers’ compensation insurance to cover us for costs and expenses we may incur due to
injuries to our employees resulting from the use of hazardous materials, but this insurance may not provide
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adequate coverage against potential liabilities. However, we do not maintain insurance for environmental
liability or toxic tort claims that may be asserted against us.

In addition, we may incur substantial costs in order to comply with current or future environmental,
health and safety laws and regulations. Current or future environmental laws and regulations may impair our
research, development or production efforts. In addition, failure to comply with these laws and regulations
may result in substantial fines, penalties or other sanctions.

We may be exposed to claims and may not be able to obtain or maintain adequate product liability insurance.

Our business is exposed to the risk of product liability and other liability risks that are inherent in the
development, manufacture, clinical testing and marketing of pharmaceutical products. These risks exist even
if a product is approved for commercial sale by the FDA or comparable regulatory authorities in other
countries and manufactured in licensed facilities. Our current product candidates, LIQ861 and LIQ865, are
designed to affect important bodily functions and processes. Any side effects, manufacturing defects, misuse
or abuse associated with our products could result in injury to a patient or even death.

Claims that are successfully brought against us could have a material and adverse effect on our
financial condition and results of operations. Further, even if we are successful in defending claims brought
against us, our reputation could suffer. Regardless of merit or eventual outcome, product liability claims
may also result in, among others:

a decreased demand for our products;

a withdrawal or recall of our products from the market;

a withdrawal of participants from our ongoing clinical trials;

the distraction of our management’s attention from our core business activities to defend such
claims;

additional costs to us; and

a loss of revenue.

Our insurance may not provide adequate coverage against our potential liabilities. Furthermore, we, our
collaborators or our licensees may not be able to obtain or maintain insurance on acceptable terms, or at all.
In addition, our collaborators or licensees may not be willing to indemnify us against these types of
liabilities and may not themselves be sufficiently insured or have sufficient assets to satisfy any product
liability claims. To the extent that they are uninsured or uninsurable, claims or losses that may be suffered
by us, our collaborators or our licensees may have a material and adverse effect on our financial condition
and results of operations.

We depend on skilled labor, and our business and prospects may be adversely affected if we lose the services of our
skilled personnel, including those in senior management, or are unable to attract new skilled personnel.

Our ability to continue our operations and manage our potential future growth depends on our ability to
hire and retain suitably skilled and qualified employees, including those in senior management, in the long-
term. Due to the specialized nature of our work, there is a limited supply of suitable candidates. We compete
with other biotechnology and pharmaceutical companies, educational and research institutions and
government entities, among others, for research, technical and clinical personnel. In addition, in order to
manage our potential future growth effectively, we will need to improve our financial controls and systems
and, as necessary, recruit sales, marketing, managerial and finance personnel. If we are unable to attract and
retain skilled personnel, including in particular Neal Fowler, our Chief Executive Officer, our business and
prospects may be materially and adversely affected.

Our employees and our independent contractors, principal investigators, CROs, consultants or commercial
collaborators, as well as their respective sub-contractors, if any, may engage in misconduct or fail to comply with
certain regulatory standards and requirements, which could expose us to liability and adversely affect our
reputation.

Our employees and our independent contractors, principal investigators, CROs, consultants or
commercial collaborators, as well as their respective sub-contractors, if any, may engage in fraudulent
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conduct or other illegal activity, which may include intentional, reckless or negligent conduct that violates,
among others, (a) FDA laws and regulations, or those of comparable regulatory authorities in other
countries, including those laws that require the reporting of true, complete and accurate information to the
FDA, (b) manufacturing standards, (c) healthcare fraud and abuse laws or (d) laws that require the true,
complete and accurate reporting of financial information or data. For example, such persons may improperly
use or misrepresent information obtained in the course of our clinical trials, create fraudulent data in our
preclinical studies or clinical trials or misappropriate our drug products, which could result in regulatory
sanctions being imposed on us and cause serious harm to our reputation. It is not always possible for us to
identify or deter misconduct by our employees and third parties, and any precautions we may take to detect
or prevent such misconduct may not be effective. Any misconduct or failure by our employees and our
independent contractors, principal investigators, CROs, consultants or commercial collaborators, as well as
their respective sub-contractors, if any, to comply with the applicable laws or regulations may subject us to
enforcement action or otherwise expose us to liability or compliance costs, which, depending on the nature
of the violation, may include but not necessarily be limited to, criminal, civil and administrative penalties,
damages, fines, disgorgement, individual imprisonment, possible exclusion from participation in Medicare,
Medicaid or other government healthcare programs, injunctions, private qui tam actions brought by
individual whistleblowers in the name of the government and the curtailment or restructuring of our
operations as well as additional reporting obligations and oversight if we become subject to a corporate
integrity agreement or other agreement to resolve allegations of non-compliance with these laws. If any
action is instituted against us as a result of the alleged misconduct of our employees or other third parties,
regardless of the final outcome, our reputation may be adversely affected and our business may suffer as a
result. If we are unsuccessful in defending against any such action, we may also be liable to significant fines
or other sanctions, which could have a material and adverse effect on us.

We may acquire businesses, products or product candidates, or form strategic alliances or create joint ventures, in
the future, and we may not realize the benefits of such transactions.

We may acquire additional businesses, products or product candidates, form strategic alliances or
create joint ventures with third parties that we believe will complement or augment our existing business,
although we have no current agreements, commitments or understandings to do so. If we acquire businesses
with promising markets or technologies, we may not be able to realize the benefit of acquiring such
businesses if we are unable to successfully integrate them with our existing operations and company culture.
We may encounter numerous difficulties in developing, manufacturing and marketing any new products or
product candidates resulting from a strategic alliance or acquisition that delay or prevent us from realizing
their expected benefits or enhancing our business. We cannot assure you that, following any such
acquisition, strategic alliance or joint venture, we will achieve the expected synergies to justify the
transaction.

System failures may disrupt our business operations and delay our product development programs and
commercialization activities.

Our systems, including computer systems, and those of our collaborators, contractors and consultants
are vulnerable to, among others, unauthorized access, equipment failure and damage from computer viruses
as well as cyber hackers. In the event of a material system failure or security breach of, or significant
damage to, our systems, our business operations may be disrupted, and our product development programs
and commercialization activities may be delayed. For example, failure of or damage to equipment leading to
a loss of our clinical trial data could result in delays to the process of obtaining marketing approval for our
product candidates, as well as significant and unexpected expenditure to recover or reproduce the lost data.
To the extent that any disruption or damage to or security breach of the systems of our collaborators,
contractors or consultants results in a loss of our data or applications, or the disclosure of our confidential
information, our business may be adversely affected.

Risks Related to the Development and Commercialization of our Product Candidates

The marketing approval processes of the FDA and comparable regulatory authorities in other countries are
unpredictable and our product candidates may be subject to multiple rounds of review or may not receive marketing
approval.

We have not previously submitted an NDA to the FDA or similar drug approval filings to comparable
regulatory authorities in other countries for any product candidate, and we cannot assure you that any of
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our product candidates will receive marketing approval. Filing an application and obtaining marketing
approval for a pharmaceutical product candidate is an extensive, lengthy, expensive and inherently uncertain
process, and regulatory authorities may delay, limit or deny approval of our product candidates for many
reasons, including, but not limited to, the following:

the FDA or comparable regulatory authorities in other countries may refuse to file an NDA or similar
drug approval filing if they deem the application to be incomplete;

the FDA or comparable regulatory authorities in other countries may disagree with the design, scope
or implementation of our clinical trials;

we may be unable to demonstrate to the satisfaction of the FDA or comparable regulatory authorities
in other countries that our product candidate is safe and effective for its proposed indication, or that
its clinical and other benefits outweigh its safety risks;

the results of our clinical trials may not meet the level of statistical significance required by the FDA
or comparable regulatory authorities in other countries;

the FDA or comparable regulatory authorities in other countries may disagree with the number,
design, size, conduct or statistical analysis of one or more of our clinical trials;

the FDA or comparable regulatory authorities in other countries may disagree with our interpretation
of data from our preclinical studies or clinical trials;

our manufacturing processes and facilities have not been inspected by the FDA and we may not be
able to satisfy the FDA requirements for our processes or facilities;

our product candidates may not meet the level of quality and control required by the FDA or
comparable regulatory authorities in other countries;

our product candidates may not demonstrate sufficient long-term stability to support an NDA filing
or obtain approval, or the product shelf life may be limited by stability results;

the data collected from our clinical trials may not be sufficient to support the submission of an NDA
or similar drug approval filing to the FDA or comparable regulatory authorities in other countries;

the FDA or comparable regulatory authorities in other countries may not approve of our
manufacturing processes or facilities or those of our third-party manufacturers, which would be
required to be corrected prior to marketing approval;

the FDA or comparable regulatory authorities in other countries may require development of a costly
and extensive risk evaluation and mitigation strategy, or REMS, as a condition of approval;

the success or further approval of competing products approved in indications similar to those of our
product candidates may change the standards for approval of our product candidates in their
proposed indications; and

the approval policies of the FDA or comparable regulatory authorities in other countries may change
in a manner that renders our clinical data insufficient for approval.

In addition, the FDA or comparable regulatory authorities in other countries may, in their sole
discretion, change their views in respect of regulatory pathways they had previously affirmed or clinical
trial protocols they were previously not opposed to. While we have consulted with the FDA on the
appropriate regulatory pathway and clinical trial protocols for our product candidates, LIQ861 and LIQ865,
we cannot assure you that the FDA will not revise their position significantly at a later date. In the event
that this occurs, the clinical development and commercialization of our product candidates may be delayed
or even derailed.

Even if we obtain marketing approval, the FDA or comparable regulatory authorities in other countries
may approve our product candidates for fewer or more limited indications than what we requested approval
for, or may include safety warnings or other restrictions that may negatively impact the commercial viability
of our product candidates. Likewise, regulatory authorities may grant approval contingent on the
performance of costly post-marketing clinical trials or the conduct of an expensive REMS, which could
significantly reduce the potential for commercial success or viability of our product candidates. We also
may
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not be able to find acceptable collaborators to manufacture our drug products, if and when approved, in
commercial quantities and at acceptable prices, or at all.

We may be unable to continually develop a pipeline of product candidates, which could affect our business and
prospects.

A key element of our long-term strategy is to continually develop a pipeline of product candidates by
developing proprietary innovations to FDA-approved drug products using our PRINT technology. If we are
unable to identify off-patent drug products for which we can develop proprietary innovations using our
PRINT technology or otherwise expand our product candidate pipeline, whether through licensed or co-
development opportunities, and obtain marketing approval for such product candidates within the
timeframes that we anticipate, or at all, our business and prospects may be materially and adversely
affected.

Our preclinical studies and clinical trials may not be successful and delays to such preclinical studies or clinical
trials may cause our costs to increase and significantly impair our ability to commercialize our product candidates.
Results of previous clinical trials or interim results of ongoing clinical trials may not be predictive of future results.

Before we are able to commercialize our drug products, we are required to undertake extensive
preclinical studies and clinical trials to demonstrate that our drug products are safe and effective for their
intended uses. However, we cannot assure you that our drug products will, in preclinical studies and clinical
trials, demonstrate the safety and efficacy traits necessary to obtain marketing approval. Due to the nature of
drug product development, many product candidates, especially those in early stages of development, may
be terminated during development. We have not successfully completed the clinical development of any of
our product candidates and, accordingly, do not have a track record of successfully bringing product
candidates to market. Furthermore, LIQ861 and LIQ865 have, to date, been tested only in relatively small
study populations and, accordingly, the results from our earlier clinical trials may be less reliable than
results achieved in larger clinical trials. Additionally, the outcome of preclinical testing and early clinical
trials may not be predictive of the success of later clinical trials, and preliminary and interim results of a
clinical trial do not necessarily predict final results.

Preclinical studies and clinical trials may fail due to factors such as flaws in trial design, dose selection
and patient enrollment criteria. The results of preclinical studies and early clinical trials may not be
indicative of the results of subsequent clinical trials. Product candidates may, in later stages of clinical
testing, fail to show the desired safety and efficacy traits despite having progressed through preclinical
studies and earlier clinical trials. Moreover, there may be significant variability in safety or efficacy results
between different trials of the same product candidate due to factors including, but not limited to, changes in
trial protocols, differences in the composition of the patient population, adherence to the dosing regimen
and other trial protocols and amendments to protocols and the rate of drop-out among patients in a clinical
trial. If our preclinical studies or clinical trials are not successful and we are unable to bring our product
candidates to market as a result, our business and prospects may be materially and adversely affected.

Furthermore, conducting preclinical studies and clinical trials is a costly and time-consuming process.
The length of time required to conduct the required studies and trials may vary substantially according to
the type, complexity, novelty and intended use of the product candidate. A single clinical trial may take up
to several years to complete. Moreover, our preclinical studies and clinical trials may be delayed or halted
due to various factors, including, among others:

delays in raising the funding necessary to initiate or continue a clinical trial;

delays in manufacturing sufficient quantities of product candidates for clinical trials;

delays in reaching agreement on acceptable terms with prospective contract research organizations
and clinical trial sites;

delays in obtaining institutional review board approval at clinical trial sites;

delays in recruiting suitable patients to participate in a clinical trial;

delays in patients’ completion of clinical trials or their post-treatment follow-up;
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regulatory authorities’ interpretation of our preclinical and clinical data; and

unforeseen safety issues, including a high and unacceptable severity, or prevalence, of undesirable
side effects or adverse events caused by our product candidates or similar drug products or product
candidates.

If our preclinical studies or clinical trials are delayed, the commercialization of our product candidates
will be delayed and as a result, we may incur substantial additional costs or not be able to recoup our
investment in the development of our product candidates, which would have a material and adverse effect
on our business.

We are planning to pursue the FDA 505(b)(2) pathway for all of our current product candidates. If we are unable to
rely on the 505(b)(2) regulatory pathway to apply for marketing approval of our product candidates in the United
States, seeking approval of these product candidates through the 505(b)(1) NDA pathway would require full reports
of investigations of safety and effectiveness, and the process of obtaining marketing approval for our product
candidates would likely be significantly longer and more costly.

Our business model is to develop our own drug products in addition to collaborating with, among
others, pharmaceutical companies to develop their drug products or drug products in collaboration. We are
currently focused on developing drug products that can be approved under abbreviated regulatory pathways
in the United States, such as the 505(b)(2) regulatory pathway, which permits the filing of an NDA where at
least some of the information required for approval comes from studies that were not conducted by or for
the applicant and for which the applicant has not obtained a right of reference. Section 505(b)(2), if
applicable to us, would allow an NDA we submit to the FDA to rely in part on data in the public domain or
the FDA’s prior conclusions regarding the safety and effectiveness of approved compounds, which could
expedite the development program for a product candidate by potentially decreasing the amount of clinical
data that we would need to generate in order to obtain FDA approval. We plan to pursue this pathway for
our current product candidates. Even if the FDA allows us to rely on the 505(b)(2) regulatory pathway, we
cannot assure you that such marketing approval will be obtained in a timely manner, or at all.

The FDA may require us to perform additional clinical trials to support any change from the reference
listed drug, which could be time-consuming and substantially delay our receipt of marketing approval. Also,
as has been the experience of others in our industry, our competitors may file citizens’ petitions with the
FDA to contest approval of our NDA, which may delay or even prevent the FDA from approving any NDA
that we submit under the 505(b)(2) regulatory pathway. If an FDA decision or action relative to our product
candidate, or the FDA’s interpretation of Section 505(b)(2) more generally, is successfully challenged, it
could result in delays or even prevent the FDA from approving a 505(b)(2) application for our product
candidates. Even if we are able to utilize the 505(b)(2) regulatory pathway, a drug approved via this
pathway may be subject to the same post-approval limitations, conditions and requirements as any other
drug.

In addition, we may face patent infringement lawsuits in relation to our NDAs submitted under the
505(b)(2) regulatory pathway, which may further delay or prevent the review or approval of our product
candidates. The pharmaceutical industry is highly competitive, and 505(b)(2) NDAs are subject to special
requirements designed to protect the patent rights of sponsors of previously approved drugs that are
referenced in a 505(b)(2) NDA. If the previously approved drugs referenced in an applicant’s 505(b)(2)
NDA are protected by patent(s) listed in the FDA’s Approved Drug Products with Therapeutic Equivalence
Evaluations publication, or the Orange Book, the 505(b)(2) applicant is required to make a claim after filing
their NDA that each such patent is invalid, unenforceable or will not be infringed and the patentholder may
thereafter bring suit for patent infringement, which will trigger a mandatory 30-month delay (or the shorter
of dismissal of the lawsuit or expiration of the patent(s)) in approval of the 505(b)(2) application. It is not
uncommon for a manufacturer of an approved product to file a citizen petition with the FDA seeking to
delay approval of, or impose additional approval requirements for, pending competing products. If
successful, such petitions can significantly delay, or even prevent, the approval of the new product.
However, even if the FDA ultimately denies such a petition, the FDA may substantially delay approval
while it considers and responds to the petition.

If the FDA determines that our product candidates do not qualify for the 505(b)(2) regulatory pathway,
we would need to reconsider our plans and might not be able to commercialize our product
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candidates in a cost-efficient manner, or at all. If we were to pursue approval under the 505(b)(1) NDA
pathway, we would be subject to more extensive requirements and risks such as conducting additional
clinical trials, providing additional data and information or meeting additional standards for marketing
approval. As a result, the time and financial resources required to obtain marketing approval for our product
candidates would likely increase substantially and further complications and risks associated with our
product candidates may arise. Also, new competing products may reach the market faster than ours, which
may materially and adversely affect our competitive position, business and prospects.

Product candidates that the FDA deems to be combination products, such as LIQ861, or that otherwise rely on
innovative drug delivery systems, may face additional challenges, risks and delays in the product development and
regulatory approval process.

The FDA has indicated that it considers LIQ861, which is delivered by a DPI, to be a drug-device
combination product and, accordingly, the DPI will be evaluated as part of our NDA filing. When
evaluating products that utilize a specific drug delivery system or device, the FDA will evaluate the
characteristics of that delivery system and its functionality, as well as the potential for undesirable
interactions between the drug and the delivery system, including the potential to negatively impact the
safety or effectiveness of the drug. The FDA review process can be more complicated for combination
products, and may result in delays, particularly if novel delivery systems are involved. We rely on third
parties for the design and manufacture of the delivery systems for our products, including the DPI for
LIQ861, and in some cases for the right to refer to their data on file with the FDA or other regulators.
Quality or design concerns with the delivery system, or commercial disputes with these third parties, could
delay or prevent regulatory approval and commercialization of our product candidates.

Our product candidates are based on our proprietary, novel technology, PRINT, which has not been the subject of
FDA manufacturing inspections, making it difficult to predict the time and cost of development and of subsequently
obtaining regulatory approval.

Our future success depends on the successful development of our novel PRINT technology and
products based on it, including LIQ861 and LIQ865. To our knowledge, no regulatory authority has granted
approval to market or commercialize drugs made using our PRINT technology. Further, manufacturing
facilities and processes utilizing our PRINT technology have not been the subject of FDA manufacturing
inspections. We may never receive approval to market and commercialize any product candidate that uses
our PRINT technology.

We may encounter difficulties in enrolling patients in our clinical trials.

We may not be able to commence or complete clinical trials for our product candidates if we are unable
to locate and enroll a sufficient number of eligible patients to participate in these trials.

Patient enrollment may be affected by, among others:

the severity of the disease under investigation;

the design of the clinical trial protocol and amendments to a protocol;

the size and nature of the patient population;

eligibility criteria for the clinical trial in question;

the perceived risks and benefits of the product candidate under clinical testing, including a high and
unacceptable severity, or prevalence, of undesirable side effects or adverse events caused by our
product candidates or similar products or product candidates;

the existing body of safety and efficacy data in respect of the product candidate under clinical
testing;

the proximity of patients to clinical trial sites; and

the number and nature of competing therapies and clinical trials.
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Any negative results we may report in clinical trials of our product candidates may also make it
difficult or impossible to recruit and retain patients in other clinical trials of that same product candidate.

In particular, we will be required to identify and enroll a sufficient number of patients with PAH for our
clinical trials and studies of LIQ861. PAH is a rare disease with a relatively small patient population, and
our enrollment of clinical trial participants may be slow as a result. Furthermore, we are aware of a number
of therapies for PAH that are being developed or that are already available on the market, and we expect to
face competition from these investigational drugs or approved drugs for potential subjects in our clinical
trials, which may delay enrollment in our planned clinical trials.

Delays or failures in planned patient enrollment or retention may result in increased costs, program
delays, or both. We may, as a result of such delays or failures, be unable to carry out our clinical trials as
planned or within the timeframe that we expect or at all, and our business and prospects may be materially
and adversely affected as a result.

If a competitor obtains orphan drug designation from the FDA for the same drug and same indication as we are
seeking for a product candidate, and then obtains approval of that drug for that condition before we do, the
resulting FDA exclusivity would significantly delay our ability to commercialize that product candidate.

Under the Orphan Drug Act, the FDA may grant orphan drug designation to drugs intended to treat a
rare disease or condition — generally a disease or condition that affects fewer than 200,000 individuals in
the United States or that affects more than 200,000 individuals in the United States and for which there is no
reasonable expectation that costs of research and development of the drug for the indication can be
recovered by sales of the drug in the United States. Orphan drug designation must be requested before
submitting an NDA.

After the FDA grants orphan drug designation, the generic identity of the drug and its potential orphan
use are disclosed publicly by the FDA. Orphan drug designation does not convey any advantage in, or
shorten the duration of, the regulatory review and approval process. The first applicant to receive FDA
approval for a particular active ingredient to treat a particular disease or condition with orphan drug
designation is entitled to a seven-year exclusive marketing period in the United States for that product in
that indication. Among the other benefits of orphan drug designation are tax credits for certain research and
a waiver of the NDA application user fee.

During the exclusivity period, the FDA may not approve any other applications to market the same
drug for the same disease or condition, except in limited circumstances, such as if the second applicant
demonstrates clinical superiority of its product to the product with orphan drug exclusivity through a
demonstration of superior safety, superior efficacy or a major contribution to patient care, or if the
manufacturer of the product with orphan exclusivity is not able to assure sufficient quantities of the product.
“Same drug” means a drug that contains the same identity of the active moiety if it is a drug composed of
small molecules, or of the principal molecular structural features if it is composed of macromolecules and is
intended for the same use as a previously approved drug, except that if the subsequent drug can be shown to
be clinically superior to the first drug, it will not be considered to be the same drug. Drug exclusivity does
not prevent the FDA from approving a different drug for the same disease or condition, or the same drug for
a different disease or condition.

We have conducted, and may in the future conduct, clinical trials for our product candidates outside the United
States and the FDA may not accept data from such trials.

Although the FDA may accept data from clinical trials conducted outside the United States in support
of safety and efficacy claims for our product candidates, if not conducted under an IND, this is subject to
certain conditions set out in 21 C.F.R. § 312.120. For example, in order for the FDA to accept data from
such a foreign clinical trial, the study must have been conducted in accordance with Good Clinical Practice,
or GCP, including review and approval by an independent ethics committee and obtaining the informed
consent from subjects of the clinical trials. The FDA must also be able to validate the data from the study
through an onsite inspection if the agency deems it necessary. In addition, foreign clinical data submitted to
support FDA applications should be applicable to the U.S. population and U.S. medical practice. Other
factors
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that may affect the acceptance of foreign clinical data include differences in clinical conditions, study
populations or regulatory requirements between the United States and the foreign country.

We conducted the early Phase 1a clinical trial of LIQ865 in Denmark, and not under an IND, we intend
to conduct an additional clinical trial in Europe that explores the hemodynamic effects of LIQ861 in PAH
patients, and we may, in the future, conduct clinical trials of our product candidates outside the United
States. The FDA may not accept such foreign clinical data, and in such event, we may be required to re-
conduct relevant clinical trials within the United States, which would be costly and time-consuming, and
which could have a material and adverse effect on our ability to carry out our business plans.

We rely on third parties to conduct our preclinical studies and clinical trials.

We currently rely on, and plan to continue to rely on, third-party CROs to monitor and manage data for
our preclinical studies and clinical trials. However, we are responsible for ensuring that each of our trials is
conducted in accordance with the applicable regulatory standards and our reliance on CROs does not relieve
us of our regulatory responsibilities.

The CROs on which we rely are required to comply with FDA regulations (and the regulations of
comparable regulatory authorities in other countries) regarding GCP. Regulatory authorities enforce GCP
standards through periodic inspections. If any of the CROs on which we rely fail to comply with the
applicable GCP standards, the clinical data generated in our clinical trials may be deemed unreliable. While
we have contractual agreements with these CROs, we have limited influence over their actual performance
and cannot control whether or not they devote sufficient time and resources to our preclinical studies and
clinical trials. A failure to comply with the applicable regulations in the conduct of the preclinical studies
and clinical trials for our product candidates may require us to repeat such studies or trials, which would
delay the process of obtaining marketing approval for our product candidates and have a material and
adverse effect on our business and prospects.

Some of our CROs have the ability to terminate their respective agreements with us if, among others, it
can be reasonably demonstrated that the safety of the patients participating in our clinical trials warrants
such termination. If any of our agreements with our CROs is terminated, and if we are not able to enter into
agreements with alternative CROs on acceptable terms or in a timely manner, or at all, the clinical
development of our product candidates may be delayed and our development expenses could be increased.

Our facilities are subject to extensive and ongoing regulatory requirements and failure to comply with these
regulations may result in significant liability.

Our company and our facilities are subject to payment of fees, ongoing review and periodic inspections
by the FDA and other regulatory authorities for compliance with quality system regulations, including the
FDA’s current good manufacturing practices, or cGMP, requirements. These regulations cover all aspects of
the manufacturing, testing, quality control and record-keeping of our drug products. Furthermore, the
facilities where our product candidates are manufactured may be subject to inspection by the FDA before
we can obtain marketing approval and remain subject to periodic inspection even after our product
candidates have received marketing approval. Suppliers of components and materials, such as active
pharmaceutical ingredients, used to manufacture our drug products are also required to comply with the
applicable regulatory standards.

The manufacture of pharmaceutical products is complex and requires significant expertise and capital
investment, including the development of advanced manufacturing techniques and process controls. We and
any contract manufacturers that we may engage in the future must comply with cGMP requirements.
Manufacturers of pharmaceutical products often encounter difficulties in production, particularly in scaling
up and validating initial production and contamination controls. These problems include difficulties with
production costs and yields, quality control, including stability of the product, quality assurance testing,
operator error, shortages of qualified personnel, as well as compliance with strictly enforced federal, state
and foreign regulations. Furthermore, if microbial, viral or other contaminations are discovered in our
product candidates or in the manufacturing facilities in which our product candidates are made, such
manufacturing facilities may need to be closed for an extended period of time to investigate and remedy the
contamination.
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Compliance with these regulatory standards often requires significant expense and effort. If we or our
suppliers are unable to comply with the applicable regulatory standards or take satisfactory corrective steps
in response to adverse results of an inspection, this could result in enforcement action, including, among
others, the issue of a public warning letter, a shutdown of or restrictions on our or our suppliers’
manufacturing operations, delays in approving our drug products and refusal to permit the import or export
of our drug products. Any adverse regulatory action taken against us could subject us to significant liability
and harm our business and prospects.

Our current pipeline product candidates, LIQ861 and LIQ865, require extensive clinical data analysis, regulatory
review and additional testing. Clinical trials and data analysis can be very expensive, time-consuming and difficult
to design and implement. If we are unsuccessful in obtaining regulatory approval for LIQ861 or LIQ865, or any of
our product candidates do not provide positive results, we may be required to delay or abandon development of such
product, which would have a material adverse impact on our business.

Continuing product development requires additional and extensive clinical testing. Human clinical
trials are very expensive and difficult to design and implement, in part because they are subject to rigorous
regulatory requirements. The clinical trial process is also time-consuming. We cannot provide any assurance
or certainty regarding when we might receive regulatory approval for LIQ861 or LIQ865. Furthermore,
failure can occur at any stage of the process, and we could encounter problems that cause us to abandon an
NDA filed with the FDA or repeat clinical trials. The commencement and completion of clinical trials for
any current or future development product candidate may be delayed by several factors, including:

unforeseen safety issues;

determination of dosing issues;

lack of effectiveness during clinical trials;

slower than expected rates of patient recruitment;

inability to monitor patients adequately during or after treatment; and

inability or unwillingness of medical investigators to follow our clinical protocols or amendments to
our protocols.

In addition, the FDA or an independent institutional review board, or IRB, may suspend our clinical
trials at any time if it appears that we are exposing participants to unacceptable health risks or if the FDA
finds deficiencies in our IND submissions or the conduct of these trials. Therefore, we cannot provide any
assurance or predict with certainty the schedule for future clinical trials. In the event we do not ultimately
receive regulatory approval for LIQ861 and LIQ865, we may be required to terminate development of our
only product candidates.

Our product candidates may cause undesirable side effects or have other properties that could delay or prevent their
regulatory approval, limit the commercial potential or result in significant negative consequences following any
potential marketing approval.

If our product candidates are associated with undesirable side effects or have characteristics that are
unexpected, we may need to abandon our development or limit development to certain uses or
subpopulations in which the undesirable side effects or other characteristics are less prevalent, less severe or
more acceptable from a risk-benefit perspective. Any serious adverse or undesirable side effects identified
during the development of our product candidates could interrupt, delay or halt clinical trials and could
result in the denial of regulatory approval by the FDA or other regulatory authorities for any or all targeted
indications, and in turn prevent us from commercializing our product candidates and generating revenues
from their sale. In addition, if any of our product candidates receive regulatory approval and we or others
later identify undesirable adverse effects caused by the product, we could face one or more of the following
consequences:

regulatory authorities may require the addition of labeling statements, such as a boxed warning or a
contraindication, or other safety labeling changes;

regulatory authorities may require a REMS;

regulatory authorities may withdraw their approval of the product;
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regulatory authorities may seize the product;

we may be required to change the way that the product is administered, or conduct additional clinical
trials or we may need to recall the product;

we may be subject to litigation or product liability claims, fines, injunctions or criminal penalties;
and

our reputation may suffer.

Even if we obtain marketing approval for our product candidates in the United States, we or our collaborators may
not obtain marketing approval for the same product candidates elsewhere.

We may enter into strategic collaboration arrangements with third parties to commercialize our product
candidates outside of the United States. In order to market any product candidate outside of the United
States, we or our collaborators will be required to comply with numerous and varying regulatory
requirements of other countries regarding safety and efficacy. Clinical trials conducted in one country may
not be recognized or accepted by regulatory authorities in other countries, and obtaining marketing approval
in one country does not mean that marketing approval will be obtained in any other country. Approval
processes vary among countries and additional product testing and validation, or additional administrative
review periods, may be required from one country to the next.

Seeking marketing approval in countries other than the United States could be costly and time-
consuming, especially if additional preclinical studies or clinical trials are required to be conducted. We
currently do not have any product candidates approved for sale in any jurisdiction, including non-U.S.
markets, and we do not have experience in obtaining marketing approval in non-U.S. markets. We currently
also have not identified any collaborators to market our products outside of the United States and cannot
assure you that such collaborators, even if identified, will be able to successfully obtain marketing approval
for our product candidates outside of the United States. If we or our collaborators fail to obtain marketing
approval in non-U.S. markets, or if such approval is delayed, our target market may be reduced, and our
ability to realize the full market potential of our products will be adversely affected.

The terms of approvals, ongoing regulations and post-marketing restrictions for our products may limit how we
manufacture and market our products, which could materially impair our ability to generate revenue.

Once marketing approval has been granted, an approved product and its manufacturer and marketer are
subject to ongoing review and extensive regulation. The FDA closely regulates the post-approval marketing
and promotion of drugs to ensure drugs are marketed only for the approved indications and in accordance
with the provisions of the approved labeling and regulatory requirements. The FDA imposes stringent
restrictions on manufacturers’ communications regarding off-label use, and if we do not restrict the
marketing of our products only to their approved indications, we may be subject to enforcement action for
off-label marketing.

The FDA applies a heightened level of scrutiny to comparative claims when applying its statutory
standards for advertising and promotion, including with regard to its requirement that promotional labeling
be truthful and not misleading. Any claim of effectiveness made in prescription drug promotion, including
comparative effectiveness, must be supported by substantial evidence or substantial clinical experience.

In addition, making comparative claims may draw concerns from our competitors. Where a company
makes a claim in advertising or promotion that its product is superior to the product of a competitor (or that
the competitor’s product is inferior), this creates a risk of a lawsuit by the competitor under federal and state
false advertising or unfair and deceptive trade practices law, and possibly also state libel law. Such a suit
may seek injunctive relief against further advertising, a court order directing corrective advertising, and
compensatory and punitive damages where permitted by law.

We, and any potential collaborators we may have in the future, must therefore comply with
requirements concerning advertising and promotion for any of our products for which we or our
collaborators obtain marketing approval. Thus, if either of our current product candidates receive marketing
approval, the accompanying label may limit the approved use of our product, which could limit sales of the
product.
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In addition, manufacturers of approved products and those manufacturers’ facilities are required to
comply with extensive FDA requirements, such as ensuring that quality control and manufacturing
procedures conform to cGMP applicable to drug manufacturers, which include requirements relating to
quality control and quality assurance as well as the corresponding maintenance of records and
documentation and reporting requirements. We, any contract manufacturers we may engage in the future,
our future collaborators, licensees and their contract manufacturers will also be subject to other regulatory
requirements, including submissions of safety and other post-marketing information and reports, registration
and listing requirements, requirements regarding the distribution of samples to clinicians, recordkeeping and
costly post-marketing studies or clinical trials and surveillance to monitor the safety or efficacy of the
product such as the requirement to implement a risk evaluation and mitigation strategy.

Our products may not achieve market acceptance.

Our business model is to develop our own drug products in addition to collaborating with, among
others, pharmaceutical companies to develop their drug products or drug products in collaboration. We are
currently focused on developing drug products that can be approved under abbreviated regulatory pathways
in the United States, such as the 505(b)(2) regulatory pathway, which allows us to rely on existing
knowledge of the safety and efficacy of the relevant reference listed drugs to support our applications for
approval in the United States. While we believe that it will be less difficult for us to convince physicians,
patients and other members of the medical community to accept and use our drug products as compared to
entirely new drugs, our drug products may nonetheless fail to gain sufficient market acceptance by
physicians, patients, other healthcare providers and third-party payors. If any of our drug products fail to
achieve sufficient market acceptance, we may not be able to generate sufficient revenue to become
profitable. The degree of market acceptance of our drug products, if and when they are approved for
commercial sale, will depend on a number of factors, including but not limited to:

the timing of our receipt of marketing approvals, the terms of such approvals and the countries in
which such approvals are obtained;

the safety, efficacy, reliability and ease of administration of our drug products;

the prevalence and severity of undesirable side effects and adverse events;

the extent of the limitations or warnings required by the FDA or comparable regulatory authorities in
other countries to be contained in the labeling of our drug products;

the clinical indications for which our drug products are approved;

the availability and perceived advantages of alternative therapies;

any publicity related to our drug products or those of our competitors;

the quality and price of competing drug products;

our ability to obtain third-party payor coverage and sufficient reimbursement;

the willingness of patients to pay out of pocket in the absence of third-party payor coverage; and

the selling efforts and commitment of our commercialization collaborators.

If our drug products, if and when approved, fail to receive a sufficient level of market acceptance, our
ability to generate revenue from sales of our drug products will be limited, and our business and results of
operations may be materially and adversely affected.

The commercial success of our drug products depends on the availability and sufficiency of third-party payor
coverage and reimbursement.

Patients in the United States and elsewhere generally rely on third-party payors to reimburse part or all
of the costs associated with their prescription drugs. Accordingly, market acceptance of our drug products is
dependent on the extent to which third-party coverage and reimbursement is available from government
health administration authorities (including in connection with government healthcare programs, such as
Medicare and Medicaid in the United States), private healthcare insurers and other healthcare funding
organizations.
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Significant uncertainty exists as to the coverage and reimbursement status of any drug products for
which we may obtain regulatory approval. Coverage decisions may not favor new drug products when more
established or lower-cost therapeutic alternatives are already available. Even if we obtain coverage for a
given drug product, the associated reimbursement rate may not be adequate to cover our costs, including
research, development, intellectual property, manufacture, sale and distribution expenses, or may require co-
payments that patients find unacceptably high. Patients are unlikely to use our products unless
reimbursement is adequate to cover all or a significant portion of the cost of our drug products.

Coverage and reimbursement policies for drug products can differ significantly from payor to payor as
there is no uniform policy of coverage and reimbursement for drug products among third-party payors in the
United States. There may be significant delays in obtaining coverage and reimbursement as the process of
determining coverage and reimbursement is often time-consuming and costly, which will require us to
provide scientific and clinical support for the use of our products to each payor separately, with no
assurance that coverage or adequate reimbursement will be obtained. It is difficult to predict at this time
what government authorities and third-party payors will decide with respect to coverage and reimbursement
for our drug products.

The market for our product candidates will depend significantly on access to third-party payors’ drug
formularies, or lists of medications for which third-party payors provide coverage and reimbursement.
Competition to be included in such formularies often leads to downward pricing pressures. In particular,
third-party payors may refuse to include a particular reference listed drug in their formularies or otherwise
restrict patient access to a reference listed drug when a less costly generic equivalent or other alternative is
available. In particular, given that several therapeutically similar drug products to LIQ861, including oral
and parenteral prostacyclins, are available on the market, managed care organizations may minimize the
utilization of a new to market product and accordingly, we expect that LIQ861, if and when it is approved,
will operate in a highly cost-constrained environment. Similarly, as there are a number of generic and
branded therapeutic alternatives to LIQ865 in the post-operative pain market, there is a significant risk that
we may not be placed on the formularies of key institutions and/or receive favorable reimbursement for
LIQ865, if and when it is approved.

The U.S. government, state legislatures and foreign governmental entities have shown significant
interest in implementing cost containment programs to limit the growth of government-paid healthcare
costs, including price controls, restrictions on reimbursement and coverage and requirements for
substitution of generic products for branded prescription drugs. Adoption of government controls and
measures, and tightening of restrictive policies in jurisdictions with existing controls and measures, could
exclude or limit our drug products from coverage and limit payments for pharmaceuticals.

In addition, we expect that the increased emphasis on managed care and cost containment measures in
the United States by third-party payors and government authorities will continue and will place pressure on
pharmaceutical pricing and coverage. Coverage policies and third-party reimbursement rates may change at
any time. Even if favorable coverage and reimbursement status is attained for one or more drug products for
which we receive regulatory approval, less favorable coverage policies and reimbursement rates may be
implemented in the future.

If we are unable to obtain and maintain sufficient third-party coverage and adequate reimbursement for
our drug products, the commercial success of our drug products may be greatly hindered and our financial
condition and results of operations may be materially and adversely affected.

Our products may be subject to reduced prices negotiated by certain group purchasing organizations that could
adversely impact our product revenue.

Our customers may organize with each other or with third parties, such as distributors, manufacturers
or hospitals, to negotiate prices that are lower than we may have been able to obtain from each of them
individually. In such event, our ability to generate product revenue, and consequently our results of
operations may be materially and adversely affected.

We may not be able to build our marketing and sales capabilities or enter into agreements with third parties to
market and sell our drug products.

In order to market and sell any of our drug products, if and when approved, we will be required to build
our marketing and sales capabilities. We cannot assure you that we will be successful in doing so or be
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able to do so in a cost-effective manner. In addition, we may enter into collaboration arrangements with
third parties to market our drug products. We may face significant competition for collaborators. In addition,
collaboration arrangements may be time-consuming to negotiate and document. We cannot assure you that
we will be able to negotiate collaborations for the marketing and sales of our drug products on acceptable
terms, or at all. Even if we do enter into such collaborations, we cannot assure you that our collaborators
will be successful in commercializing our products. If we or our collaborators are unable to successfully
commercialize our drug products whether in the United States or elsewhere, our business and results of
operations may be materially and adversely affected.

The off-label use or misuse of our products may harm our image in the marketplace, result in injuries that lead to
costly product liability suits, or result in costly investigations and regulatory agency sanctions under certain
circumstances if we are deemed to have engaged in the promotion of these uses, any of which could be costly to our
business.

We are developing LIQ861 for the treatment of PAH and LIQ865 for the treatment of local post-
operative pain. If our product candidates are cleared by the FDA for these specific indications, we may only
promote or market our product candidates for their specifically cleared or approved indications. We will
train our marketing and sales force against promoting our product candidates for uses outside of the cleared
or approved indications for use, known as “off-label uses.” We cannot, however, prevent a physician from
using our products off-label, when in the physician’s independent professional medical judgment he or she
deems it appropriate. There may be increased risk of injury to patients if physicians attempt to use our
products for uses for which they are not approved. Furthermore, the use of our products for indications other
than those approved by the FDA may not effectively treat such conditions, which could harm our reputation
in the marketplace among physicians and patients.

If the FDA determines that our promotional materials or training constitute promotion of an off-label or
other improper use, it could request that we modify our training or promotional materials, or subject us to
regulatory or enforcement actions, including the issuance of an untitled letter, a warning letter, injunction,
seizure, civil fine or criminal penalties. It is also possible that other federal, state or foreign enforcement
authorities might take action if they consider our business activities to constitute promotion of an off-label
use, which could result in significant penalties, including, but not limited to, criminal, civil or
administrative penalties, damages, fines, disgorgement, exclusion from participation in government
healthcare programs and the curtailment of our operations.

These regulations or codes may limit our ability to effectively market our products, or we could run
afoul of the requirements imposed by these regulations, causing reputational harm. These regulations or
codes may also impose potentially substantial costs on us.

Even if we obtain regulatory approval for a product candidate, our products and business will remain subject to
ongoing regulatory obligations and review.

If our product candidates are approved, they will be subject to ongoing regulatory requirements for
manufacturing, labeling, packaging, storage, advertising, promotion, sampling, record-keeping, conduct of
post-marketing studies and submission of safety, efficacy and other post-market information, including both
federal and state requirements in the United States and comparable requirements outside of the United
States. Accordingly, we and others with whom we work must continue to expend time, money and effort in
all areas of regulatory compliance, including manufacturing, production and quality control.

Any regulatory approvals that we may receive for our product candidates may also be subject to
limitations on the approved indicated uses for which the product may be marketed or to the conditions of
approval, or contain requirements for potentially costly post-marketing testing, including Phase 4 clinical
trials, and surveillance to monitor the safety and efficacy of the product candidate. The FDA may also
require a REMS as a condition of approval of our product candidates, which could include requirements for
a medication guide, physician communication plans or additional elements to ensure safe use, such as
restricted distribution methods, patient registries and other risk minimization tools. We will also be required
to report certain adverse reactions and production problems, if any, to the FDA or other regulatory agencies
and to comply with requirements concerning advertising and promotion for our products. Promotional
communications with respect to prescription drugs are subject to a variety of legal and regulatory
restrictions
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and must be consistent with the information in the product’s approved label. As such, we may not promote
our products for indications or uses for which they do not have FDA or other regulatory agency approval.
The holder of an approved NDA must also submit new or supplemental applications and obtain FDA
approval for certain changes to the approved product, product labeling, or manufacturing process. We could
also be asked to conduct post-marketing clinical studies to verify the safety and efficacy of our product
candidates in general or in specific patient subsets. An unsuccessful post-marketing study or failure to
complete such a clinical study could result in the withdrawal of marketing approval. Furthermore, any new
legislation addressing drug safety issues could result in delays in product development or commercialization
or increased costs to assure compliance. Foreign regulatory authorities impose similar requirements. If a
regulatory agency discovers previously unknown problems with a product, such as adverse events of
unanticipated severity or frequency, or disagrees with the promotion, marketing or labeling of a product,
such regulatory agency may impose restrictions on that product or us, including requiring withdrawal of the
product from the market. If we fail to comply with applicable regulatory requirements, a regulatory agency
or enforcement authority may, among other things:

issue warning letters asserting that we are in violation of the law;

seek an injunction or impose civil or criminal penalties or monetary fines;

suspend or withdraw regulatory approval;

suspend any of our ongoing clinical trials;

refuse to approve pending applications or supplements to approved applications submitted by us or
our strategic partners;

restrict the marketing or manufacturing of our products;

seize or detain products, or require a product recall;

refuse to permit the import or export of our product candidates; or

refuse to allow us to enter into government contracts.

Any government investigation of alleged violations of law could require us to expend significant time
and resources in response and could generate negative publicity. Any failure to comply with ongoing
regulatory requirements may significantly and adversely affect our ability to commercialize and generate
revenue from our product candidates. If regulatory sanctions are applied or if regulatory approval is
withdrawn, the value of our company and our operating results will be adversely affected.

We also cannot predict the likelihood, nature or extent of government regulation that may arise from
future legislation or administrative or executive action, either in the United States or abroad. If we are slow
or unable to adapt to changes in existing requirements or the adoption of new requirements or policies, or if
we are not able to maintain regulatory compliance, we may lose any marketing approval that we may have
obtained and we may not achieve or sustain profitability, which would adversely affect our business,
prospects, financial condition and results of operations.

If our product candidates are approved for commercialization outside of the United States, we may be exposed to a
number of risks associated with international business operations.

If our product candidates are approved for commercialization outside of the United States, we may
market our drug products ourselves, or we may enter into agreements with third parties to market the
aforesaid drug products outside of the United States. In such event, we may be subject to risks related to
international business operations, including, but not limited to:

varying levels of protection for intellectual property rights;

changes in tariffs and the imposition of trade barriers;

economic weakness, including inflation or political instability in particular foreign economies and
markets;

differing payor reimbursement regimes, governmental payors or patient self-pay systems and price
controls
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compliance with tax, employment, immigration and labor laws in respect of employees living or
traveling abroad;

foreign tax laws;

currency fluctuations; and

business interruptions resulting from geopolitical actions, such as wars and terrorist attacks, among
others, or natural disasters, such as fires, floods, earthquakes and hurricanes, among others.

If the FDA or comparable regulatory authorities in other countries approve generic versions of our product
candidates, or do not grant our product candidates a sufficient period of market exclusivity before approving their
generic versions, our ability to generate revenue may be adversely affected.

Once an NDA is approved, the drug product covered will be listed as a reference listed drug in the
FDA’s Orange Book. In the United States, manufacturers of drug products may seek approval of generic
versions of reference listed drugs through the submission of abbreviated new drug applications, or ANDAs.
In support of an ANDA, a generic manufacturer is generally required to show that its product has the same
active pharmaceutical ingredient(s), dosage form, strength, route of administration and conditions of use or
labelling as the reference listed drug and that the generic version is bioequivalent to the reference listed
drug. Generic drug products may be significantly less expensive to bring to market than the reference listed
drug, and companies that produce generic drug products are generally able to offer them at lower prices.
Thus, following the introduction of a generic drug product, a significant percentage of the sales of any
reference listed drug may be lost to the generic drug product.

The FDA will not approve an ANDA for a generic drug product until the applicable period of market
exclusivity for the reference listed drug has expired. The applicable period of market exclusivity varies
depending on the type of exclusivity granted. A grant of market exclusivity is separate from the existence of
patent protection and manufacturers may seek to launch generic versions of our drug products following the
expiry of their respective marketing exclusivity periods, even if our drug products are still under patent
protection at the relevant time.

Any competition that our product candidates may face, if and when such product candidates are
approved for marketing and commercialized, from generic versions could substantially limit our ability to
realize a return on our investment in the development of our product candidates and have a material and
adverse effect on our business and prospects.

Our drug products may be subject to recalls, withdrawals, seizures or other enforcement actions by the FDA or
comparable regulatory authorities in other countries if we fail to comply with regulatory requirements or previously
unknown problems with our drug products are discovered after they reach the market.

The FDA or comparable regulatory authorities in other countries may withdraw approval of our drug
products if we fail to maintain compliance with regulatory requirements or if problems occur after our drug
products reach the market. The discovery of previously unknown problems with a drug product, including
adverse events of unanticipated severity or frequency, problems with manufacturing processes or failure to
comply with regulatory requirements, including the requirement to promote a drug product only for its
approved indications and in accordance with the provisions of its approved label, may result in, among
others:

restrictions on the marketing or manufacturing of the product, complete withdrawal of the product
from the market or product recalls;

warning letters or holds on post-approval clinical trials;

refusal of the FDA to approve pending NDAs or supplements to approved NDAs, or suspension or
revocation of product license approvals;

product seizure or detention, or refusal to permit the import or export of the product; or

injunctions or the imposition of civil or criminal penalties.

In the event that our drug products are subject to recalls, withdrawals, seizures or other enforcement
actions by the FDA or comparable regulatory authorities, our reputation and demand for our drug products
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could be materially and adversely affected. In addition, we may incur significant and unexpected
expenditures and management attention may be diverted in connection with any such recall, withdrawal,
seizure or other enforcement action or any corrective action required to be taken, which could have a
material and adverse impact on our business and financial condition.

We may not be able to respond effectively to changing consumer preferences and demand.

Our success depends, in part, on our ability to anticipate and respond to changing consumer trends and
preferences in the pharmaceutical industry. We may not be able to respond to these changes in a timely or
commercially effective manner or at all. Our failure to accurately predict these trends could negatively
impact our inventory levels, sales and reputation. The commercial success of our drug products will depend
upon a number of factors, including our ability to, among others:

anticipate consumers’ therapeutic needs;

innovate, develop and commercialize new drug products in a timely manner;

competitively price our drug products;

procure and maintain our drug products in sufficient volumes and in a timely manner; and

differentiate our drug products from those of our competitors.

If we are unable to introduce new drug products, develop improvements to our existing drug products
or maintain the appropriate inventory levels to meet our customers’ demand in a timely manner or at all, our
business and prospects could be materially and adversely affected.

We may not be able to engage third-party contract manufacturing organizations, or CMOs, to manufacture our
drug products, if and when approved, on a commercial scale to meet commercial demand for our drug products.

We may, in the future, rely on third-party CMOs or enter into contractual arrangements with third
parties to manufacture our drug products, if and when approved, on a commercial scale. However, we
cannot assure you that we will be able to contract with such third parties on acceptable terms, if at all, or
that such third parties will satisfy our quality standards or meet our supply requirements in a timely manner,
if at all. In addition, only a limited number of manufacturers are capable of supplying pharmaceutical
products. The manufacturing process for our drug products will be highly regulated, and we will need to
contract with manufacturers that can meet the relevant regulatory requirements on an ongoing basis. If the
third-party manufacturers with whom we contract fail to perform their obligations, we may not be able to
meet commercial demand for our drug products, which would have a material and adverse impact on our
business.

Risks Related to our Intellectual Property

Our commercial success depends largely on our ability to protect our intellectual property.

Our commercial success depends, in large part, on our ability to obtain and maintain patent protection
and trade secret protection in the United States and elsewhere in respect of our product candidates and
PRINT technology. If we fail to adequately protect our intellectual property rights, our competitors may be
able to erode, negate or preempt any competitive advantage we may have. To protect our competitive
position, we have filed and will continue to file for patents in the United States and elsewhere in respect of
our product candidates and PRINT technology. The process of identifying patentable subject matter and
filing a patent application is expensive and time-consuming. We cannot assure you that we will be able to
file the necessary or desirable patent applications at a reasonable cost, in a timely manner, or at all. Further,
since certain patent applications are confidential until patents are issued, third parties may have filed patent
applications for subject matters covered by our pending patent applications without us being aware of such
applications, and our patent applications may not have priority over patent applications of others. In
addition, we cannot assure you that our pending patent applications will result in patents being obtained.
The standards that patent offices in different jurisdictions use to grant patents are not always applied
predictably or uniformly and may change from time to time.
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Even if we have been or are able to obtain patent protection for our product candidates or PRINT
technology, if the scope of such patent protection is not sufficiently broad, we may not be able to rely on
such patent protection to prevent third parties from developing or commercializing product candidates or
technology that may copy our product candidates or technology. The enforceability of patents in the
pharmaceutical industry involves complex legal and scientific questions and can be uncertain. Accordingly,
we cannot assure you that third parties will not successfully challenge the validity, enforceability or scope
of our patents. A successful challenge to our patents may lead to generic versions of our drug products
being launched before the expiry of our patents or otherwise limit our ability to stop others from using or
commercializing similar or identical products and technology. A successful challenge to our patents may
also reduce the duration of the patent protection of our drug products or technology. If any of our patents are
narrowed or invalidated, our business and prospects may be materially and adversely affected. In addition,
we cannot assure you that we will be able to detect unauthorized use or take appropriate, adequate and
timely actions to enforce our intellectual property rights. If we are unable to adequately protect our
intellectual property, our business, competitive position and prospects may be materially and adversely
affected.

Even if our patents or patent applications are unchallenged, they may not adequately protect our
intellectual property or prevent third parties from designing around our patents or other intellectual property
rights. If the patent applications we file or may file do not lead to patents being granted or if the scope of
any of our patent applications is challenged, we may face difficulties in developing our product candidates,
companies may be dissuaded from collaborating with us, and our ability to commercialize our product
candidates may be materially and adversely affected. We are unable to predict which of our patent
applications will lead to patents or assure you that any of our patents will not be found invalid or
unenforceable or challenged by third parties. The patents of others may prevent the commercialization of
product candidates incorporating our technology. In addition, given the amount of time required for the
development, clinical testing and regulatory review of new product candidates, any patents protecting our
product candidates may expire before or shortly after such product candidates might become approved for
commercialization.

Moreover, the issuance of a patent is not conclusive as to the inventorship of the patented subject
matter, or its scope, validity or enforceability. We cannot assure you that all of the potentially relevant prior
art, that is, any evidence that an invention is already known, relating to our patents and patent applications,
has been found. If such prior art exists, it may be used to invalidate a patent or may prevent a patent from
being issued.

In addition, we, our collaborators or our licensees may fail to identify patentable aspects of inventions
made in the course of development and commercialization activities before it is too late to obtain patent
protection on them. As a result, we may miss potential opportunities to seek patent protection or strengthen
our patent position.

If we are unable to protect our trade secrets, the value of our PRINT technology and product candidates may be
negatively impacted, which would have a material and adverse effect on our competitive position and prospects.

In addition to patent protection, we rely on trade secret protection to protect certain aspects of our
intellectual property. While we require parties who have access to any portion of our trade secrets, such as
our employees, consultants, advisers, CROs, CMOs, collaborators and other third parties, to enter into non-
disclosure and confidentiality agreements with us, we cannot assure you that these parties will not disclose
our proprietary information, including our trade secrets, in breach of their contractual obligations. Enforcing
a claim that a party has illegally disclosed or misappropriated a trade secret is difficult, costly and time-
consuming, and we may not be successful in doing so. If the steps we have taken to protect our trade secrets
are deemed by the adjudicating court to be inadequate, we may not be able to obtain adequate recourse
against a party for misappropriating our trade secrets.

Trade secrets can be difficult to protect as they may, over time, be independently discovered by our
competitors or otherwise become known despite our trade secret protection. If any of our trade secrets were
to be lawfully obtained or independently developed by our competitors, we would have no right to prevent
such competitors, or those to whom they communicate such technology or information, from using that
technology or information to compete with us. Such competitors could attempt to replicate some or all of
the competitive advantages we derive from our development efforts, willfully infringe our intellectual
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property rights, design around our protected technology or develop their own competitive technologies that
fall outside of our intellectual property rights.

If our trade secrets were to be disclosed to or independently developed by our competitors, our
competitors may be able to exploit our PRINT technology to develop competing product candidates, and the
value of our PRINT technology and our product candidates may be negatively impacted. This would have a
material and adverse effect on our competitive position and prospects.

We rely on licenses to intellectual property that are owned by third parties.

We have entered and may, in the future, enter into license agreements with third parties to license the
rights to use their technologies in our research, development and commercialization activities. License
agreements generally impose various diligence, milestone payments, royalty, insurance and other
obligations on us, and if we fail to comply with these obligations, our licensors may have the right to
terminate these license agreements. Termination of these license agreements or the reduction or elimination
of our licensed rights or the exclusivity of our licensed rights may have an adverse impact on, among others,
our ability to develop and commercialize our product candidates. We cannot assure you that we will be able
to negotiate new or reinstated licenses on commercially acceptable terms, or at all.

In addition, we license certain patent rights for our PRINT technology from The University of North
Carolina at Chapel Hill, or UNC, under the UNC Amended and Restated License Agreement, dated as of
December 15, 2008, as amended, or the UNC license. Under the UNC License, UNC has the right to
terminate our license if we materially breach the agreement and fail to cure such breach within the
stipulated time. In the event that UNC terminates our license and we have a product that relies on that
license, it may bring a claim against us, and if they are successful, we may be required to compensate UNC
for the unauthorized use of their patent rights through the payment of royalties.

Also, the agreements under which we license patent rights may not give us control over patent
prosecution or maintenance, so that we may not be able to control which claims or arguments are presented
and may not be able to secure, maintain or successfully enforce necessary or desirable patent protection
from those patent rights. We do not have primary control over patent prosecution and maintenance for
certain of the patents we license, and therefore cannot assure you that these patents and applications will be
prosecuted or maintained in a manner consistent with the best interests of our business. We also cannot
assure you that patent prosecution and maintenance activities by our licensors, if any, will be conducted in
compliance with applicable laws and regulations or will result in valid and enforceable patents.

Pursuant to the terms of some of our license agreements with third parties, some of our third-party
licensors have the right, but not the obligation, in certain circumstances, to control the enforcement of our
licensed patents or defense of any claims asserting the invalidity of these patents. Even if we are permitted
to pursue such enforcement or defense, we will require the cooperation of our licensors, and we cannot
assure you that we will receive such cooperation on commercially acceptable terms, or at all. We also
cannot assure you that our licensors will allocate sufficient resources or prioritize their or our enforcement
of these patents or defense of these claims to protect our interests in the licensed patents. If we cannot
obtain patent protection, or enforce existing or future patents against third parties, our competitive position,
business and prospects may be materially and adversely affected.

Further, licenses to intellectual property may not always be available to us on commercially acceptable
terms, or at all. In the event that the licenses we rely on are not available to us on commercially acceptable
terms, or at all, our ability to commercialize our PRINT technology or product candidates, and our business
and prospects, may be materially and adversely affected.

We may become involved in litigation to protect our intellectual property or enforce our intellectual property rights,
which could be expensive, time-consuming and may not be successful.

Competitors may infringe our patents or misappropriate or otherwise violate our intellectual property
rights. To counter infringement or unauthorized use, we may engage in litigation to, among others, enforce
or defend our intellectual property rights, determine the validity or scope of our intellectual property rights
and those of third parties, and protect our trade secrets. Such actions may be time-consuming and costly
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and may divert our management’s attention from our core business and reduce the resources available for
our clinical development, manufacturing and marketing activities, and consequently have a material and
adverse effect on our business and prospects, regardless of the outcome.

In addition, in an infringement proceeding, a court may decide that a patent owned by, or licensed to,
us is invalid or unenforceable, or may refuse to stop the other party from using the technology in question
on the ground that our patents do not cover such technology.

An adverse result in any litigation proceeding could put one or more of our patents at risk of being
invalidated, held unenforceable or interpreted narrowly. Furthermore, because of the substantial amount of
discovery required in connection with intellectual property litigation, there is a risk that our confidential
information may be compromised by disclosure.

We may be subject to claims that our employees or consultants have wrongfully used or disclosed to us alleged trade
secrets of their former employers or other clients.

As is common in our industry, a number of our employees, including our Chief Executive Officer and a
number of our executive officers, were formerly employed by other biotechnology or pharmaceutical
companies, including our competitors or potential competitors, among others, and may have entered into
proprietary rights, non-disclosure and non-competition agreements or similar agreements, in connection
with such previous employment. Moreover, we engage the services of scientific advisers and consultants to
assist us in the development of our products, many of whom were previously employed at or may have
previously been or are currently providing consulting or advisory services to, other biotechnology or
pharmaceutical companies, and who may have also entered into proprietary rights, non-disclosure and non-
competition (or similar) agreements with such other companies.

While we require that our employees, scientific advisers and consultants do not use the proprietary
information or know-how of others in their work for us, we cannot assure you that we will not be subject to
claims that we or these employees, scientific advisers or consultants have inadvertently or otherwise used or
disclosed the trade secrets or proprietary information of their former employers or former or present clients
in their work for us, especially where such former employers or former or present clients are our
competitors or potential competitors. Claims brought against us could cause us to incur unexpected and
substantial costs, as well as divert our management’s attention from our core business and reduce the
resources available for our clinical development, manufacturing and marketing activities. Consequently, our
business may be materially and adversely affected.

We may be subject to claims from third parties that our products infringe their intellectual property rights.

The pharmaceutical industry has experienced rapid technological change and obsolescence in the past,
and our competitors have strong incentives to stop or delay any introduction of new drug products or related
technologies by, among others, establishing intellectual property rights over their drug products or
technologies and aggressively enforcing these rights against potential new entrants into the market. We
expect that we and other industry participants will be increasingly subject to infringement claims as the
number of competitors and drug products grows.

Our commercial success depends in large part upon our ability to develop, manufacture, market and sell
our drug products or product candidates without infringing on the patents or other proprietary rights of third
parties. It is not always clear to industry participants, including us, what the scope of a patent covers. Due to
the large number of patents in issue and patent applications filed in our industry, there is a risk that third
parties will claim that our products or technologies infringe their intellectual property rights.

Claims for infringement of intellectual property which are brought against us, whether with or without
merit, and which are generally uninsurable, could result in time-consuming and costly litigation, diverting
our management’s attention from our core business and reducing the resources available for our drug
product development, manufacturing and marketing activities, and consequently have a material and adverse
effect on our business and prospects, regardless of the outcome. Moreover, such proceedings could put our
patents at risk of being invalidated or interpreted narrowly and our patent applications at risk of not being
issued. We also may not prevail in any lawsuits that we initiate and the damages or other remedies
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awarded, if any, may not be commercially meaningful. Uncertainties resulting from the initiation and
continuation of litigation or other proceedings could also have a material and adverse effect on our ability to
compete in the market. Third parties making claims against us could obtain injunctive or other equitable
relief against us, which could prevent us from further developing or commercializing our product
candidates.

In particular, we may be required to include a certification of patent invalidity or non-infringement, or
a paragraph IV certification, in an NDA submitted under the 505(b)(2) regulatory pathway, to certify that a
patent over a reference listed drug is invalid, unenforceable or will not be infringed by the manufacture, use
or sale of our product candidate. The holder of such patent may file a patent infringement lawsuit against us
after receiving notice of the paragraph IV certification. Any such patent infringement lawsuit, if filed, will
trigger a one-time, automatic, 30-month stay of the FDA’s ability to approve our application, unless the
patent litigation is resolved in our favor or the patent expires before that time. Accordingly, we may invest a
significant amount of time and expense in the development of a product candidate only to be subject to
significant delay and incur substantial costs in litigation before such product candidate may be
commercialized, if at all. Companies that produce reference listed drugs routinely bring claims for patent
infringement against applicants under the 505(b)(2) regulatory pathway that are seeking regulatory approval
to manufacture and market generic or reformulated forms of their reference listed drugs.

In the event of a successful infringement claim against us, including an infringement claim filed in
response to a paragraph IV certification, we may be required to pay damages, cease the development or
commercialization of our drug products or product candidates, re-engineer or redevelop our drug products
or product candidates or enter into royalty or licensing agreements, any of which could have a material and
adverse impact on our business, financial condition and results of operations. Any effort to re-engineer or
redevelop our products would require additional monies and time to be expended and may not ultimately be
successful.

Infringement claims may be brought against us in the future, and we cannot assure you that we will
prevail in any ensuing litigation given the complex technical issues and inherent uncertainties involved in
intellectual property litigation. Our competitors may have substantially greater resources than we do and
may be able to sustain the costs of such litigation more effectively than we can.

Patent terms may be inadequate to protect our competitive position on our product candidates for an adequate
amount of time.

Patents have a limited lifespan. In the United States, the natural expiration of a patent is generally
20 years after it is filed. While various extensions may be available, the life of a patent, and the protection it
affords, is limited. Given the amount of time required for the development, testing and regulatory review of
new product candidates, patents protecting such candidates might expire before or shortly after such
candidates are commercialized.

We intend to seek extensions of patent terms in the United States and, if available, in other countries
where we prosecute patents. In the United States, the U.S. Drug Price Competition and Patent Term
Restoration Act of 1984, as amended, or the Hatch-Waxman Act, permits patent owners to request a patent
term extension, based on regulatory review period for a product, of up to five years beyond the normal
expiration of the patent, which is limited to one patent claiming the approved drug product or use in an
indication (or any additional indications approved during the period of extension). However, the applicable
authorities, including the FDA and the U.S. Patent and Trademark Office, or the USPTO, in the United
States, and comparable regulatory authorities in other countries, may not agree with our assessment of
whether such extensions are available, and may refuse to grant extensions to our patents, or grant more
limited extensions than we had requested. In such event, our competitors may be able to take advantage of
our investment in development and clinical trials by referencing our preclinical and clinical data in their
marketing approval applications with the FDA to launch their drug product earlier than might otherwise be
the case.

If we fail to comply with various procedural, document submission, fee payment or other requirements imposed by
the USPTO or comparable patent agencies in other countries, our patent protection could be reduced or eliminated.

We are required, over the lifetime of an issued patent, to pay periodic maintenance fees to the USPTO
and comparable patent agencies in other countries. We are also required by such patent agencies to comply
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with a number of procedural, documentary, fee payment and other conditions during the patent application
process. While an inadvertent lapse can, in many cases, be cured by payment of a late fee or other means in
accordance with the applicable rules, there are situations in which non-compliance can result in
abandonment or lapse of a patent or patent application, resulting in the partial or complete loss of patent
rights in the relevant jurisdiction. Such situations include, but are not limited to:

a failure to respond to official actions within the prescribed time limits;

the non-payment of fees; and

a failure to properly legalize and submit formal documents.

If we or our licensors, which control the prosecution and maintenance of patents which we license, fail
to maintain the patents or patent applications covering our product candidates or technology, such rights
would be reduced or eliminated and, consequently, our competitive position, business and prospects may be
materially and adversely affected.

Changes in patent laws or interpretations of patent laws in the United States or elsewhere may diminish the value of
our intellectual property or narrow the scope of protection of our patents.

In September 2011, the Leahy-Smith America Invents Act, or the Leahy-Smith Act, was signed into
law, and many of the substantive changes became effective in March 2013. The Leahy-Smith Act includes a
number of significant changes to U.S. patent law, including changing the United States patent system from a
“first to invent” system to a “first inventor to file” system, expanding the definition of prior art and
developing a post-grant review system.

The provisions under the Leahy-Smith Act changed the way patent applications are prosecuted and may
also affect patent litigation. It may have also weakened our ability to obtain patent protection in the United
States for applications filed after March 16, 2013.

Further, the post-grant review and inter partes review proceedings established under the Leahy-Smith
Act have been used by certain parties to cause a cancellation of selected or all claims in relation to the
issued patents of their competitors. For a patent with an effective filing date of March 16, 2013 or later, a
petition for post-grant review can be filed by a third party in a nine-month window from issuance of the
patent. A petition for inter partes review can be filed after the nine-month period for filing a post-grant
review petition has expired for a patent with an effective filing date of March 16, 2013 or later. Post-grant
review proceedings can be brought on any ground of invalidity, whereas inter partes review proceedings can
only raise an invalidity challenge based on published prior art and patents. These adversarial actions at the
USPTO review patent claims without the presumption of validity afforded to U.S. patents in lawsuits in U.S.
federal courts, and use a lower burden of proof than that used in civil actions in the U.S. federal courts.
Therefore, it is generally considered easier for a competitor or third party to have a U.S. patent invalidated
in a USPTO post-grant review or inter partes review proceeding than invalidated in litigation in a U.S.
federal court. We cannot assure you that we, our licensors or our collaborators will be successful in
defending any challenge by a third party in a USPTO proceeding.

In addition, recent court rulings in the United States have narrowed the scope of patent protection
available and weakened the rights of patent owners, particularly in the pharmaceutical industry. In 2012, the
Supreme Court of the United States, or the Supreme Court, issued a decision in Mayo Collaborative
Services v. Prometheus Laboratories, Inc. invalidating patent claims directed to a process of measuring a
metabolic product in a patient to optimize a drug dosage for the patient. In 2013, the Supreme Court issued
its decision in Association for Molecular Pathology v. Myriad Genetics, Inc. invalidating patent claims
directed to the breast cancer susceptibility genes BRCA1 and BRCA2. In 2017, the Supreme Court issued
its decision in TC Heartland v. Kraft Food Group Brands, holding that patentees can only sue alleged
infringers in their state of incorporation. These rulings deviated from precedents and, accordingly, have
created uncertainty with regard to our ability to obtain patents in the future as well as the value of such
patents, once obtained. Depending on future actions by Congress, the U.S. courts, the USPTO and the
relevant law-making bodies in other countries, the laws and regulations governing patents could change in
unpredictable ways that would affect our ability to obtain new patents or to enforce our existing patents and
patents that we might obtain in the future.
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We may not be able to enforce our intellectual property rights throughout the world.

Filing, prosecuting, enforcing and defending patents on our PRINT technology and our product
candidates throughout the world may be prohibitively expensive and may not be financially or commercially
feasible. In countries where we have not obtained patent protection, our competitors may be able to use our
proprietary technologies to develop competing product candidates.

Also, the legal systems of non-U.S. jurisdictions may not protect intellectual property rights to the
same extent or in the same manner as the laws of the United States, and we may face significant difficulty in
enforcing our intellectual property rights in these jurisdictions. The legal systems of certain developing
countries may not favor the enforcement of patents and other intellectual property rights. We may therefore
face difficulty in stopping the infringement or misappropriation of our patents or other intellectual property
rights in those countries.

We need to protect our trademark, trade name and service mark rights to prevent competitors from taking advantage
of our goodwill.

We believe that the protection of our trademark, trade name and service mark rights, such as Liquidia,
the Liquidia logo and PRINT, is an important factor in product recognition, protecting our brand,
maintaining goodwill and maintaining or increasing market share. We may expend substantial cost and
effort in an attempt to register new trademarks, trade names and service marks and maintain and enforce our
trademark, trade name and service mark rights. If we do not adequately protect our rights in our trademarks,
trade names and service marks from infringement, any goodwill that we have developed in those trademarks
could be lost or impaired.

Third parties may claim that the sale or promotion of our products, when and if approved, may infringe
on the trademark, trade name and service mark rights of others. Trademark, trade name and service mark
infringement problems occur frequently in connection with the sale and marketing of pharmaceutical
products. If we become involved in any dispute regarding our trademark, trade name and service mark
rights, regardless of whether we prevail, we could be required to engage in costly, distracting and time-
consuming litigation that could harm our business. If the trademarks, trade names and service marks we use
are found to infringe upon the trademarks, trade names or service marks of another company, we could be
liable for damages and be forced to stop using those trademarks, trade names or service marks, and as result,
we could lose all the goodwill that has been developed in those trademarks, trade names or service marks.

Risks Related to Healthcare Regulation

We are subject to various laws and regulations, such as healthcare fraud and abuse laws, false claim laws and
health information privacy and security laws, among others, and failure to comply with these laws and regulations
may have an adverse effect on our business.

Healthcare providers, physicians and third-party payors often play a primary role in the
recommendation and prescription of any drug products for which we may obtain marketing approval. Our
current and future arrangements with healthcare providers, physicians, third-party payors and customers,
and our sales, marketing and educational activities, may expose us to broadly applicable fraud and abuse
and other healthcare laws and regulations (at the federal and state level) that may constrain our business or
financial arrangements and relationships through which we market, sell and distribute our drug products for
which we obtain marketing approval.

In addition, we may be subject to transparency laws and patient privacy regulation by both the federal
government and the states in which we conduct our business.

The laws that may affect our ability to operate include, but are not limited to, the following:

the federal Anti-Kickback Statute, which prohibits, among other things, persons and entities
including pharmaceutical manufacturers from, among other things, knowingly and willfully
soliciting, receiving, offering or paying remuneration, directly or indirectly, overtly or covertly, in
cash or in kind, to induce or reward, or in return for, either the referral of an individual for or the
purchase, lease,
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order or recommendation of an item or service for which payment may be made, in whole or in part,
under federal healthcare programs such as the Medicare and Medicaid programs. This statute has
been interpreted broadly to apply to, among other things, arrangements between pharmaceutical
manufacturers on the one hand and prescribers, purchasers and formulary managers on the other
hand. The term “remuneration” expressly includes kickbacks, bribes or rebates and also has been
broadly interpreted to include anything of value, including, for example, gifts, discounts, waivers of
payment, ownership interest and providing anything at less than its fair market value. There are a
number of statutory exceptions and regulatory safe harbors protecting certain common activities
from prosecution or other regulatory sanctions, however, the exceptions and safe harbors are drawn
narrowly, and practices that do not fit squarely within an exception or safe harbor may be subject to
scrutiny. The failure to meet all of the requirements of a particular applicable statutory exception or
regulatory safe harbor does not make the conduct per se illegal under the federal Anti-Kickback
Statute. Instead, the legality of the arrangement will be evaluated on a case-by-case basis based on a
cumulative review of all of its facts and circumstances. Our practices may not meet all of the criteria
for safe harbor protection from federal Anti-Kickback Statute liability in all cases. A person or entity
does not need to have actual knowledge of the federal Anti-Kickback Statute or specific intent to
violate it to have committed a violation. In addition, the government may assert that a claim
including items or services resulting from a violation of the federal Anti-Kickback Statute constitutes
a false or fraudulent claim for purposes of the False Claims Act. The U.S. Patient Protection and
Affordable Care Act of 2010, as amended by the Health Care and Education Reconciliation Act of
2010, or collectively the ACA, amended the False Claims Act to provide that a claim that includes
items or services resulting from a violation of the federal Anti-Kickback Statute constitutes a false or
fraudulent claim;

the federal civil and criminal false claims laws and civil monetary penalty laws, including the False
Claims Act, which prohibits individuals or entities from, among other things, knowingly presenting,
or causing to be presented, claims for payment to, or approval by, the federal government that are
false, fictitious or fraudulent or knowingly making, using or causing to be made or used, a false
record or statement material to a false or fraudulent claim to avoid, decrease or conceal an obligation
to pay money to the federal government. As a result of a modification made by the Fraud
Enforcement and Recovery Act of 2009, a claim includes “any request or demand” for money or
property presented to the federal government. Although we do not submit claims directly to payors,
manufacturers can be held liable under these laws if they are deemed to “cause” the submission of
false or fraudulent claims by, for example, providing inaccurate billing or coding information to
customers, promoting a product off-label, marketing products of sub-standard quality, or, as noted
above, paying a kickback that results in a claim for items or services. In addition, our activities
relating to the reporting of wholesaler or estimated retail prices for our products, the reporting of
prices used to calculate Medicaid rebate information and other information affecting federal, state
and third-party reimbursement for our products, and the sale and marketing of our products, are
subject to scrutiny under this law. For example, several pharmaceutical and other healthcare
companies have faced enforcement actions under these laws for allegedly inflating drug prices they
report to pricing services, which in turn were used by the government to set Medicare and Medicaid
reimbursement rates, and for allegedly providing free product to customers with the expectation that
the customers would bill federal programs for the product. The False Claims Act also permits a
private individual acting as a “whistleblower” to bring actions on behalf of the federal government
alleging violations of the False Claims Act and to share in any monetary recovery. In addition,
federal Anti-Kickback Statute violations and certain marketing practices, including off-label
promotion, may also implicate the False Claims Act. Although the False Claims Act is a civil statute,
conduct that results in a False Claims Act violation may also implicate various federal criminal
statutes;

the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which imposes
criminal and civil liability for knowingly and willfully executing, or attempting to execute, a scheme
to defraud or to obtain, by means of false or fraudulent pretenses, representations or promises, any
money or property owned by, or under the control or custody of, any healthcare benefit program,
including private third-party payors and knowingly and willfully falsifying, concealing or covering
up by trick, scheme or device, a material fact or making any materially false, fictitious or fraudulent
statement in connection with the delivery of or payment for healthcare benefits, items or services.
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Similar to the federal Anti-Kickback Statute, a person or entity does not need to have actual
knowledge of the statute or specific intent to violate it to have committed a violation;

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of
2009, or HITECH, and their respective implementing regulations, including the Final Omnibus Rule
published on January 25, 2013, impose, among other things, obligations, including mandatory
contractual terms, with respect to safeguarding the privacy, security and transmission of individually
identifiable health information held by certain healthcare providers, health plans and healthcare
clearinghouses, known as covered entities, and business associates. Among other things, HITECH
made certain aspects of HIPAA’s rules (notably the Security Rule) directly applicable to business
associates — independent contractors or agents of covered entities that receive or obtain individually
identifiable health information in connection with providing a service on behalf of a covered entity.
HITECH also created four new tiers of civil monetary penalties, amended HIPAA to make civil and
criminal penalties directly applicable to business associates, and gave state attorneys general new
authority to file civil actions for damages or injunctions in federal court to enforce the federal
HIPAA laws and seek attorney’s fees and costs associated with pursuing federal civil actions. The
Department of Health and Human Services Office of Civil Rights, or the OCR, has increased its
focus on compliance and continues to train state attorneys general for enforcement purposes. The
OCR has recently increased both its efforts to audit HIPAA compliance and its level of enforcement,
with one recent penalty exceeding $16 million;

even when HIPAA does not apply, according to the U.S. Federal Trade Commission, or the FTC,
failing to take appropriate steps to keep consumers’ personal information secure constitutes unfair
acts or practices in or affecting commerce in violation of Section 5(a) of the Federal Trade
Commission Act, or the FTCA. The FTC expects a company’s data security measures to be
reasonable and appropriate in light of the sensitivity and volume of consumer information it holds,
the size and complexity of its business, and the cost of available tools to improve security and reduce
vulnerabilities. Medical data is considered sensitive data that merits stronger safeguards. The FTC’s
guidance for appropriately securing consumers’ personal information is similar to what is required
by the HIPAA Security Rule;

the federal physician payment transparency requirements, sometimes referred to as the “Physician
Payments Sunshine Act,” created under the ACA which requires applicable manufacturers of covered
drugs, devices, biologics and medical supplies for which payment is available under Medicare,
Medicaid or the State Children’s Health Insurance Program (with certain exceptions) to annually
report to the Centers for Medicare and Medicaid Services, or CMS, information related to certain
payments or other transfers of value made or distributed to physicians (defined to include doctors,
dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, as well as ownership and
investment interests held by physicians and their immediate family members. On October 25, 2018,
President Trump signed into law the “Substance Use-Disorder Prevention that Promotes Opioid
Recovery and Treatment for Patients and Communities Act.” This law, in part (under a provision
entitled “Fighting the Opioid Epidemic with Sunshine Act”), extends the reporting and transparency
requirements for physicians in the Physician Payments Sunshine Act, to physician assistants, nurse
practitioners, and other mid-level practitioners (with reporting requirements going into effect in 2022
for payments and transfers of value made in 2021);

analogous state laws and regulations, such as state anti-kickback and false claims laws, may apply to
items or services reimbursed by any third-party payor, including commercial insurers, and in some
cases may apply regardless of payor (i.e., even for self-pay scenarios). Some state laws require
pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance
guidelines and the relevant compliance guidance promulgated by the federal government in addition
to requiring drug manufacturers to report pricing and marketing information, including, among other
things, information related to payments to physicians and other healthcare providers or marketing
expenditures, state and local laws that require the registration of pharmaceutical sales
representatives, and state laws governing the privacy and security of health information and the use
of prescriber-identifiable data in certain circumstances, many of which differ from each other in
significant ways and may not have the same effect, and may apply more broadly thus complicating
compliance efforts (for example, California recently enacted legislation — the California Consumer
Privacy Act, or
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CCPA — which goes into effect January 1, 2020 and among other things, creates new data privacy
obligations for covered companies and provides new privacy rights to California residents, including
the right to opt out of certain disclosures of their information, and creates a private right of action
with statutory damages for certain data breaches, thereby potentially increasing risks associated with
a data breach; legislators have stated that they intend to propose amendments to the CCPA before it
goes into effect, and the California Attorney General will issue clarifying regulations, and although
the law includes limited exceptions, including for certain information collected as part of clinical
trials as specified in the law, it may regulate or impact our processing of personal information
depending on the context, and it remains unclear what, if any, modifications will be made to this
legislation or how it will be interpreted); and

price reporting laws that require us to calculate and report complex pricing metrics to government
programs, where such reported prices may be used in the calculation of reimbursements or discounts
on our drug products. Participation in such programs and compliance with their requirements may
subject us to increased infrastructure costs and potentially limit our ability to price our drug
products.

Further, we are subject to a number of environmental and health and safety laws and regulations,
including those governing laboratory processes and the handling, use, storage, treatment and disposal of
hazardous materials and waste.

Because of the breadth of these laws and the narrowness of the statutory exceptions and regulatory safe
harbors available under such laws, it is possible that certain business activities could be subject to challenge
under one or more of such laws. The scope and enforcement of each of these laws is uncertain and subject to
rapid change in the current environment of healthcare reform, especially in light of the lack of applicable
precedent and regulations. Federal and state enforcement bodies have recently increased their scrutiny of
interactions between healthcare companies and healthcare providers, which has led to a number of
investigations, prosecutions, convictions and settlements in the healthcare industry. Ensuring that business
arrangements with third parties comply with applicable healthcare laws, as well as responding to possible
investigations by government authorities, can be time- and resource-consuming and can divert
management’s attention from the business.

If our operations are found to be in violation of any of the laws or regulations described above or any
other laws or government regulations that apply to us, we may be subject to penalties, including, but not
limited to, criminal, civil and administrative penalties, damages, fines, disgorgement, individual
imprisonment, possible exclusion from participation in Medicare, Medicaid or other government healthcare
programs, injunctions, private qui tam actions brought by individual whistleblowers in the name of the
government and the curtailment or restructuring of our operations as well as additional reporting obligations
and oversight if we become subject to a corporate integrity agreement or other agreement to resolve
allegations of non-compliance with these laws, any of which could adversely affect our ability to operate
our business and our results of operations.

Our failure to comply with data protection laws and regulations could lead to government enforcement actions and
significant penalties against us, and adversely impact our operating results.

European Union member states and other foreign jurisdictions, including Switzerland, have adopted
data protection laws and regulations which impose significant compliance obligations. Moreover, the
collection and use of personal health data in the European Union, which was formerly governed by the
provisions of the European Union Data Protection Directive, was replaced with the European Union General
Data Protection Regulation, or the GDPR, in May 2018. The GDPR, which is wide-ranging in scope,
imposes several requirements relating to the consent of the individuals to whom the personal data relates,
the information provided to the individuals, the security and confidentiality of the personal data, data breach
notification and the use of third-party processors in connection with the processing of personal data. The
GDPR also imposes strict rules on the transfer of personal data out of the European Union to the United
States, provides an enforcement authority and imposes large penalties for noncompliance, including the
potential for fines of up to €20 million or 4% of the annual global revenues of the noncompliant company,
whichever is greater. The recent implementation of the GDPR has increased our responsibility and liability
in relation to personal data that we process, including in clinical trials, and we may in the future be required
to put in place additional mechanisms to ensure compliance with the GDPR, which could divert
management’s
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attention and increase our cost of doing business. In addition, new regulation or legislative actions regarding
data privacy and security (together with applicable industry standards) may increase our costs of doing
business. In this regard, we expect that there will continue to be new proposed laws, regulations and
industry standards relating to privacy and data protection in the United States, the European Union and
other jurisdictions, and we cannot determine the impact such future laws, regulations and standards may
have on our business.

Legislative or regulatory reform of the healthcare system in our target markets may affect our operations and
profitability.

In recent years, there have been numerous initiatives on the federal and state levels in the United States
for comprehensive reforms affecting the payment for, the availability of and reimbursement for healthcare
services. There have been a number of federal and state proposals during the last few years regarding the
pricing of pharmaceutical and biopharmaceutical products, limiting coverage and reimbursement for drugs
and other medical products, government control and other changes to the healthcare system in the United
States. For example, the ACA which was signed into law in the United States in March 2010, is one such
law that has affected the pharmaceutical industry.

Among the provisions of the ACA of importance to the pharmaceutical industry are the following:

the Medicaid Drug Rebate Program requires pharmaceutical manufacturers to enter into and have in
effect a national rebate agreement with the Secretary of the Department of Health and Human
Services, or HHS, as a condition of Medicare Part B and Medicaid coverage of the manufacturer’s
outpatient drugs furnished to Medicaid patients. Effective in 2010, the ACA made several changes to
the Medicaid Drug Rebate Program, including increasing pharmaceutical manufacturers’ rebate
liability by raising the minimum basic Medicaid rebate on most branded prescription drugs from
15.1% of average manufacturer price, or AMP, to 23.1% of AMP, establishing new methodologies by
which AMP is calculated and rebates owed by manufacturers under the Medicaid Drug Rebate
Program are collected for drugs that are inhaled, infused, instilled, implanted or injected, adding a
new rebate calculation for “line extensions” (i.e., new formulations, such as extended-release
formulations) of solid oral dosage forms of branded products, expanding the universe of Medicaid
utilization subject to drug rebates to covered drugs dispensed to individuals who are enrolled in
Medicaid managed care organizations, and expanding the population potentially eligible for
Medicaid drug benefits;

the expansion of eligibility criteria for Medicaid programs by, among other things, allowing states to
offer Medicaid coverage to additional individuals beginning in April 2010 and by adding new
mandatory eligibility categories for certain individuals with income at or below 133.0% of the
federal poverty level beginning in 2014, thereby potentially increasing both the volume of sales and
manufacturers’ Medicaid rebate liability;

in order for a pharmaceutical product to receive federal reimbursement under the Medicare Part B
and Medicaid programs or to be sold directly to U.S. government agencies, the manufacturer must
extend discounts to entities eligible to participate in the 340B drug pricing program. The required
340B discount on a given product is calculated based on the AMP and Medicaid rebate amounts
reported by the manufacturer. Effective in 2010, the ACA expanded the types of entities eligible to
receive discounted 340B pricing, although, under the current state of the law, with the exception of
children’s hospitals, these newly eligible entities will not be eligible to receive discounted 340B
pricing on orphan drugs when used for the orphan indication. In addition, as 340B drug pricing is
determined based on AMP and Medicaid rebate data, the revisions to the Medicaid rebate formula
and AMP definition described above could cause the required 340B discount to increase. Recent
proposed guidance from the HHS Health Resources and Services Administration, if adopted in its
current form, may affect manufacturers’ rights and liabilities in conducting audits and resolving
disputes under the 340B program;

the ACA imposed a requirement on manufacturers of branded drugs to provide a 70% discount off
the negotiated price of branded drugs dispensed to Medicare Part D patients in the coverage gap (i.e.,
the donut hole);
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the ACA imposed an annual, nondeductible fee on any entity that manufactures or imports certain
branded prescription drugs, apportioned among these entities according to their market share in
certain government healthcare programs, although this fee would not apply to sales of certain
products approved exclusively for orphan indications;

the ACA implemented the Physician Payments Sunshine Act;

the ACA requires annual reporting of drug samples that manufacturers and distributors provide to
physicians;

the ACA expanded healthcare fraud and abuse laws in the United States, including the False Claims
Act and the federal Anti-Kickback Statute, new government investigative powers and enhanced
penalties for non-compliance;

the ACA established a licensing framework for follow-on biologics;

the ACA established the new Patient-Centered Outcomes Research Institute to oversee, identify
priorities in and conduct comparative clinical effectiveness research, along with the funding for such
research. The research conducted by the Patient-Centered Outcomes Research Institute may affect
the market for certain pharmaceutical products by influencing decisions relating to coverage and
reimbursement rates; and

the ACA established the Center for Medicare and Medicaid Innovation within the Centers for
Medicare & Medicaid Center, or Innovation Center, to test innovative payment and service delivery
models to lower Medicare and Medicaid spending, potentially including prescription drug spending.
The Innovation Center has been funded through 2019, and funding will be automatically renewed for
each 10 year budget window thereafter.

Some of the provisions of the ACA have yet to be implemented, and there have been judicial and
Congressional challenges to certain aspects of the ACA, as well as recent efforts by the Trump
administration to repeal or replace certain aspects of the ACA. President Trump has signed Executive
Orders and other directives designed to delay the implementation of certain provisions of the ACA or
otherwise circumvent some of the requirements for health insurance mandated by the ACA. Concurrently,
Congress has considered legislation that would repeal or repeal and replace all or part of the ACA. While
Congress has not passed comprehensive repeal legislation, bills affecting the implementation of certain
taxes under the ACA have been signed into law. For example, the Tax Cuts and Jobs Act of 2017, or the
TCJA, included a provision which repealed, effective January 1, 2019, the tax-based shared responsibility
payment imposed by the ACA on certain individuals who fail to maintain qualifying health coverage for all
or part of a year that is commonly referred to as the “individual mandate”. On January 22, 2018, President
Trump signed a continuing resolution on appropriations for fiscal year 2018 that delayed the implementation
of certain ACA-mandated fees, including the so-called “Cadillac” tax on certain high cost employer-
sponsored insurance plans, the annual fee imposed on certain health insurance providers based on market
share, and the medical device excise tax on non-exempt medical devices. The Bipartisan Budget Act of
2018, or the BBA, among other things, amended the ACA, effective January 1, 2019, to close the coverage
gap in most Medicare drug plans, commonly referred to as the “donut hole”. In July 2018, CMS published a
final rule permitting further collections and payments to and from certain ACA qualified health plans and
health insurance issuers under the ACA risk adjustment program in response to the outcome of federal
district court litigation regarding the method CMS uses to determine this risk adjustment. On December 14,
2018, a U.S. District Court Judge in the Northern District of Texas, or Texas District Court Judge, ruled that
the individual mandate is a critical and inseverable feature of the ACA, and therefore, because it was
repealed as part of the TCJA, the remaining provisions of the ACA are invalid as well. The decision has
been stayed pending outcome of an appeal to the Fifth Circuit Court of Appeals, so the ruling does not have
immediate effect. Recently, on July 9, 2019, the U.S. Court of Appeals for the Fifth Circuit heard arguments
on appeal in Texas v. Azar. It is unclear how the eventual decision from this appeal, subsequent appeals, and
other efforts to repeal and replace the ACA will impact the ACA and our business. It is also unclear how
regulations and sub-regulatory policy, which fluctuate continually, may affect interpretation and
implementation of the ACA and its practical effects on our business.

Other legislative changes have been proposed and adopted since the ACA was enacted. For example, in
August 2011, the Budget Control Act of 2011, among other things, created measures for spending
reductions
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by Congress. A Joint Select Committee on Deficit Reduction, tasked with recommending a targeted deficit
reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals,
thereby triggering the legislation’s automatic reduction to several government programs. This includes
aggregate reductions to Medicare payments to providers of up to 2.0% per fiscal year, which went into
effect in 2013, and due to subsequent legislative amendments to the statute, including the BBA, will remain
in effect through 2027 unless additional Congressional action is taken. In January 2013, then-President
Barack Obama signed into law the American Taxpayer Relief Act of 2012, or the ATRA, which, among
others, delayed for another two months the budget cuts mandated by these sequestration provisions of the
Budget Control Act of 2011. The ATRA also reduced Medicare payments to several providers, including
hospitals, imaging centers and cancer treatment centers, and increased the statute of limitations period for
the government to recover overpayments to providers from three to five years. These laws, and other
legislative, regulatory, and judicial developments may result in additional reductions in Medicare and other
healthcare funding, which could have a material and adverse effect on our customers and accordingly, our
financial operations.

Further, there has been increasing legislative and enforcement interest in the United States with respect
to specialty drug pricing practices. Specifically, there have been several recent U.S. Congressional inquiries
and proposed and enacted federal and state legislation designed to, among other things, bring more
transparency to drug pricing, reduce the cost of prescription drugs under Medicare, review the relationship
between pricing and manufacturer patient programs, and reform government program reimbursement
methodologies for drugs. Recent federal budget proposals have included measures to permit Medicare
Part D plans to negotiate the price of certain drugs under Medicare Part B, to allow some states to negotiate
drug prices under Medicaid, and to eliminate cost sharing for generic drugs for low-income patients.
Additionally, on May 11, 2018, President Trump laid out his administration’s “Blueprint” to lower drug
prices and reduce out of pocket costs of drugs, as well as additional proposals to increase drug manufacturer
competition, increase the negotiating power of certain federal healthcare programs, incentivize
manufacturers to lower the list price of their products, and reduce the out of pocket costs of drug products
paid by consumers. HHS is soliciting feedback on some of these measures and has begun attempting to
implement others under its existing authority. For example, in September 2018, CMS announced that it will
allow Medicare Advantage Plans the option to use step therapy for Part B drugs beginning January 1, 2019;
and in May 2019 CMS finalized a rule that was to take effect July 9, 2019 requiring direct-to-consumer
television advertisements of prescription drugs and biological products, for which payment is available
through or under Medicare or Medicaid, to include in the advertisement the Wholesale Acquisition Cost, or
list price, of that drug or biological product. In June 2019, however, several pharmaceutical companies filed
suit in the U.S. District Court for the District of Columbia, opposing the implementation of the rule.
Although some of these, and other, proposals related to the administration’s Blueprint may require
additional authorization to become effective may ultimately be withdrawn (as was the case for a proposed
rule that would have modified drug rebates), or may face challenges in the courts, the U.S. Congress and the
Trump administration have indicated that they will continue to seek new legislative and administrative
measures to control drug costs, including by addressing the role of pharmacy benefit managers in the supply
chain. At the state level, legislatures have increasingly passed legislation and implemented regulations
designed to control pharmaceutical and biological product pricing, including price or patient reimbursement
constraints, discounts, restrictions on certain product access and marketing cost disclosure and transparency
measures, and, in some cases, designed to encourage importation from other countries and bulk purchasing.

Additionally, on May 30, 2018, the Trickett Wendler, Frank Mongiello, Jordan McLinn, and Matthew
Bellina Right to Try Act of 2017, or Right to Try Act, was signed into law. The law, among other things,
provides a federal framework for patients to access certain investigational new drug products that have
completed a Phase I clinical trial. Under certain circumstances, eligible patients can seek treatment without
enrolling in clinical trials and without obtaining FDA approval under the FDA expanded access program.
There is no obligation for a pharmaceutical manufacturer to make its drug products available to eligible
patients as a result of the Right to Try Act.

We are unable to predict the future course of federal or state healthcare legislation in the United States
directed at broadening the availability of healthcare and containing or lowering the cost of healthcare. The
ACA and any further changes in the law or regulatory framework that reduce our revenue or increase our
costs could also have a material and adverse effect on our business, financial condition and results of
operations.
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Healthcare laws and regulations may affect the pricing of our drug products and may affect our profitability.

In certain countries, the government may provide healthcare at a subsidized cost to consumers and
regulate prices, patient eligibility or third-party payor reimbursement policies to control the cost of drug
products. Such a system may lead to inconsistent pricing of our drug products from one country to another.
The availability of our drug products at lower prices in certain countries may undermine our sales in other
countries where our drug products are more expensive. In addition, certain countries may set prices by
reference to the prices of our drug products in other countries. Our inability to secure adequate prices in a
particular country may adversely affect our ability to obtain an acceptable price for our drug products in
existing and potential markets. If we are unable to obtain a price for our drug products that provides an
appropriate return on our investment, our profitability may be materially and adversely affected.

Risks Related to Our Common Stock

An active trading market for our common stock may not be sustainable. If an active trading market is not sustained,
our ability to raise capital in the future may be impaired.

We completed our initial public offering in July 2018. Prior to this time, there was no public market for
our common stock. Although our common stock is listed on the Nasdaq Capital Market, an active trading
market for our shares may not be sustained. If an active market for our common stock is not sustained, it
may be difficult for you to sell shares of our common stock without depressing the market price for the
shares or at all. An inactive trading market may also impair our ability to raise capital to continue to fund
operations by selling shares and may impair our ability to acquire other companies or technologies by using
our shares as consideration.

Future sales of our common stock or securities convertible into our common stock in the public market could cause
our stock price to fall.

Our stock price could decline as a result of sales of a large number of shares of our common stock or
the perception that these sales could occur. These sales, or the possibility that these sales may occur, also
might make it more difficult for us to sell equity securities in the future at a time and at a price that we deem
appropriate.

As of July 31, 2019, 18,643,442 shares of our common stock were outstanding, of which approximately
13.1 million shares of common stock, or 70% of our outstanding shares as of July 31, 2019, are freely
tradable without restriction or further registration under the Securities Act of 1933, as amended, or the
Securities Act, unless held by our “affiliates,” as that term is defined in Rule 144 under the Securities Act,
or Rule 144. The resale of the remaining approximately 5.5 million shares held by our stockholders is
currently prohibited or otherwise restricted as a result of securities law provisions. Shares issued upon the
exercise of stock options outstanding under our equity incentive plans or pursuant to future awards granted
under those plans will become available for sale in the public market to the extent permitted by the
provisions of applicable vesting schedules, any applicable market standoff and lock-up agreements, and
Rule 144 and Rule 701 under the Securities Act.

As of July 31, 2019, the holders of approximately 10.2 million shares, or 55%, of our outstanding
shares as of July 31, 2019, have rights, subject to some conditions, to require us to file registration
statements covering the sale of their shares or to include their shares in registration statements that we may
file for ourselves or other stockholders. We have also registered the offer and sale of all shares of common
stock that we may issue under our equity compensation plans, including the employee stock purchase plan.
Once we register the offer and sale of shares for the holders of registration rights, they can be freely sold in
the public market upon issuance or resale (as applicable), subject to lock-up agreements, if any.

Our management has broad discretion in using the net proceeds from prior equity offerings and may not use them
effectively.

We expect to use the net proceeds of prior equity offerings to complete our ongoing Phase 3 clinical
trial and other development work for LIQ861, advance LIQ865 through our Phase 2-enabling toxicology
studies which commenced in March 2019 and into initial Phase 2 proof-of-concept clinical trials expected to
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commence in 2020, fund operations supporting the development of, and commercial activities for, LIQ861
and LIQ865, and for working capital and general corporate purposes. Our management has broad discretion
in the application of such proceeds and could spend the proceeds in ways that do not improve our results of
operations or enhance the value of our equity. The failure by our management to apply these funds
effectively could result in financial losses that could have a material adverse effect on our business,
diminish available cash flows available to service our debt, cause the value of our equity to decline and
delay the development of our product candidates. Pending their use, we may invest such proceeds in short-
term, investment-grade, interest-bearing securities, which may not yield favorable returns.

We expect that the market price of our common stock may be volatile, and you may lose all or part of your
investment.

The trading prices of the securities of pharmaceutical and biotechnology companies have been highly
volatile. As such, the trading price of our common stock may be highly volatile and could be subject to wide
fluctuations in response to various factors, some of which are beyond our control. In addition to the factors
discussed in this “Risk Factors” section and elsewhere in this quarterly report on Form 10-Q, these factors
include:

the results of our or our competitors’ clinical trials;

adverse results or delays in the planned clinical trials of our product candidates or any future clinical
trials we may conduct, or changes in the development status of our product candidates;

any delay in our regulatory filings for our product candidates and any adverse development or
perceived adverse development with respect to the applicable regulatory authority’s review of such
filings, including without limitation the FDA’s issuance of a “refusal to file” letter or a request for
additional information;

regulatory or legal developments in the United States and other countries, especially changes in laws
or regulations applicable to our products and product candidates, including clinical trial requirements
for approvals;

our inability to obtain or delays in obtaining adequate product supply for any approved product or
inability to do so at acceptable prices;

failure to commercialize our product candidates or failure to achieve the size or growth of the
markets we intend to target to meet our expectations;

departures of key scientific or management personnel;

unanticipated serious safety concerns related to the use of our product candidates;

introductions or announcements of new products offered by us or significant acquisitions, strategic
collaborations, joint ventures or capital commitments by us, our collaborators or our competitors and
the timing of such introductions or announcements;

the introduction by our competitors of new products or technologies, or the success of our
competitors’ products or technologies;

our ability or inability to effectively manage our growth;

changes in the structure of healthcare payment systems;

our failure to meet the estimates and projections of the investment community or that we may
otherwise provide to the public;

publication of research reports about us or our industry, or positive or negative recommendations or
withdrawal of research coverage by securities analysts;

market conditions in the pharmaceutical and biotechnology sectors or the economy generally;

our ability or inability to raise additional capital through the issuance of equity or debt or
collaboration arrangements and the terms on which we raise it;

trading volume of our common stock;

  

43 



• 

• 

• 

• 

• 

• 

• 

• 

TABLE OF CONTENTS

  

disputes or other developments relating to proprietary rights, including patents, litigation matters and
our ability to obtain patent protection for our technologies;

period-to-period fluctuations in our quarterly results of operations or those of our competitors;

discrepancies between our actual operating results and the estimates or projections of investors or
securities analysts;

fluctuations in the share price and trading volumes of other publicly traded companies engaged in
similar business activities as us;

market conditions in the pharmaceutical industry and in general;

research and reports published by securities and industry analysts on our company or other
companies engaged in similar business activities as us;

safety concerns in relation to the use of any of our product candidates or approved products; and/or

our involvement in significant lawsuits, including patent or stockholder litigation.

The stock market in general, and market prices for the securities of pharmaceutical companies like ours
in particular, have from time to time experienced volatility that often has been unrelated to the operating
performance of the underlying companies. These broad market and industry fluctuations may adversely
affect the market price of our common stock, regardless of our operating performance. Stock prices of many
pharmaceutical companies have fluctuated in a manner unrelated or disproportionate to the operating
performance of those companies. In several recent situations when the market price of a stock has been
volatile, holders of that stock have instituted securities class action litigation against the company that
issued the stock. If any of our stockholders were to bring a lawsuit against us, the defense and disposition of
the lawsuit could be costly and divert the time and attention of our management and harm our operating
results.

Future sales and issuances of equity securities, convertible securities or other securities could result in additional
dilution of the percentage ownership of holders of our common stock.

Our stockholders may experience dilution upon future equity issuances, including any other convertible
debt or equity securities we may issue in the future, the exercise of stock options to purchase common stock
granted to our employees, consultants and directors, including options to purchase common stock granted
under our stock option and equity incentive plans, the issuance of common stock in settlement of previously
issued awards under our stock option and equity incentive plans that may vest in the future or the issuance
of common stock pursuant to our employee stock purchase plan.

We expect that significant additional capital will be needed in the future to continue our planned
operations. To raise capital, we may sell equity securities, convertible securities or other securities in one or
more transactions at prices and in a manner we determine from time to time. If we sell equity securities,
convertible securities or other securities in more than one transaction, current investors may be materially
diluted by subsequent sales. New investors could also gain rights, preferences and privileges senior to those
of holders of our existing equity securities.

Our principal stockholders and management own a significant percentage of our stock and will be able to exercise
significant influence over matters subject to stockholder approval.

Our executive officers, directors and principal stockholders, together with their respective affiliates,
beneficially owned 30.6% of our capital stock as of July 31, 2019, of which 3.3% are beneficially owned by
our executive officers. Accordingly, our executive officers, directors and principal stockholders have
significant influence in determining the composition of the Board, and voting on all matters requiring
stockholder approval, including mergers and other business combinations, and continue to have significant
influence over our operations. This concentration of ownership could have the effect of delaying or
preventing a change in our control or otherwise discouraging a potential acquirer from attempting to obtain
control of us that you may believe are in your best interests as one of our stockholders. This in turn could
have a material adverse effect on our stock price and may prevent attempts by our stockholders to replace or
remove the Board or management.
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If securities or industry analysts do not publish research reports about our business, or if they issue an adverse
opinion about our business, our stock price and trading volume could decline.

The trading market for our common stock may be influenced by the research and reports that industry
or securities analysts publish about us or our business. If one or more of these analysts ceases research
coverage of us, fails to regularly publish reports on us or issues an adverse opinion about our business, we
could lose visibility in the financial markets, which in turn could cause our stock price or trading volume to
decline.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to
accurately report our financial results or prevent fraud. As a result, stockholders could lose confidence in our
financial and other public reporting, which would harm our business and the trading price of our common stock.

Effective internal controls over financial reporting are necessary for us to provide reliable financial
reports and, together with adequate disclosure controls and procedures, are designed to prevent fraud. Any
failure to implement required new or improved controls, or difficulties encountered in their implementation
could cause us to fail to meet our reporting obligations. Inferior internal controls could also cause investors
to lose confidence in our reported financial information, which could have a negative effect on the trading
price of our common stock. In addition, any future testing by us conducted in connection with Section 404
of the Sarbanes-Oxley Act of 2002, as amended, or the Sarbanes-Oxley Act, or the subsequent testing by
our independent registered public accounting firm, may reveal deficiencies in our internal controls over
financial reporting that are deemed to be material weaknesses or that may require prospective or retroactive
changes to our financial statements or identify other areas for further attention or improvement.

We will be required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by
management on, among other things, the effectiveness of our internal control over financial reporting for the
fiscal year ending December 31, 2019. However, for as long as we are an “emerging growth company”
under the Jumpstart Our Business Startups Act of 2012, as amended, or the JOBS Act, our independent
registered public accounting firm will not be required to attest to the effectiveness of our internal controls
over financial reporting pursuant to Section 404. We could be an emerging growth company for up to
five years. An independent assessment of the effectiveness of our internal controls could detect problems
that our management’s assessment might not. Undetected material weaknesses in our internal controls could
lead to financial statement restatements and require us to incur the expense of remediation.

We will incur increased costs now that we are a public company.

As a public company, we are incurring significant legal, accounting and other expenses that we did not
incur as a private company, including costs associated with public company reporting requirements. We
have also incurred costs associated with recently adopted corporate governance requirements, including
requirements of the U.S. Securities and Exchange Commission and the Nasdaq Stock Market LLC, or
Nasdaq. These rules and regulations have increased our legal and financial compliance costs and made some
activities more time-consuming and costly. These rules and regulations also make it more difficult and more
expensive for us to obtain director and officer liability insurance and we may be required to accept reduced
policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage that we
received as a private company. As a result, it may be more difficult for us to attract and retain qualified
individuals to serve on our Board or as executive officers. We are currently evaluating and monitoring
developments with respect to these rules, and we cannot predict or estimate the amount of additional costs
we may incur or the timing of such costs.

When we cease to be an “emerging growth company” and when our independent registered public
accounting firm is required to undertake an assessment of our internal control over financial reporting, the
cost of our compliance with Section 404 of the Sarbanes-Oxley Act will correspondingly increase.
Moreover, if we are not able to comply with the requirements of Section 404 applicable to us in a timely
manner, or if we or our independent registered public accounting firm identifies deficiencies in our internal
control over financial reporting that are deemed to be material weaknesses, the market price of our stock
could decline and we could be subject to sanctions or investigations by the SEC or other regulatory
authorities, which would require additional financial and management resources.
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We are an “emerging growth company,” as defined in the JOBS Act, and as a result of the reduced disclosure and
governance requirements applicable to emerging growth companies, our common stock may be less attractive to
investors.

We are an “emerging growth company,” as defined in the JOBS Act, and we take advantage of certain
exemptions from various reporting requirements that are applicable to other public companies that are not
“emerging growth companies” including, but not limited to, not being required to comply with the auditor
attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding
executive compensation in our periodic reports and proxy statements, and exemptions from the requirements
of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden
parachute payments not previously approved. We cannot predict if investors will find our common stock
less attractive because we rely on these exemptions. If some investors find our common stock less attractive
as a result, there may be a less active trading market for our common stock and our stock price may be more
volatile. We will take advantage of these reporting exemptions until we are no longer an “emerging growth
company.” We will remain an “emerging growth company” until the earliest of (i) the last day of the fiscal
year in which we have total annual gross revenues of $1.07 billion or more, (ii) the last day of 2023, (iii) the
date on which we have issued more than $1.0 billion in nonconvertible debt during the previous three years
or (iv) the date on which we are deemed to be a large accelerated filer under the rules of the SEC.

Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of us
difficult, limit attempts by our stockholders to replace or remove our current management and adversely affect our
stock price.

Provisions of our amended and restated certificate of incorporation and amended and restated bylaws
may delay or discourage transactions involving an actual or potential change in our control or change in our
management, including transactions in which stockholders might otherwise receive a premium for their
shares, or transactions that our stockholders might otherwise deem to be in their best interests. Therefore,
these provisions could adversely affect the price of our stock. Among other things, the certificate of
incorporation and bylaws:

permit the Board to issue up to 10 million shares of preferred stock, with any rights, preferences and
privileges as they may designate;

provide that the authorized number of directors may be changed only by resolution of our Board;

provide that all vacancies, including newly created directorships, may, except as otherwise required
by law, be filled by the affirmative vote of a majority of directors then in office, even if less than a
quorum;

require that any action to be taken by our stockholders must be effected at a duly called annual or
special meeting of stockholders and may not be taken by written consent;

create a staggered board of directors such that all members of our Board are not elected at one time;

allow for the issuance of authorized but unissued shares of our capital stock without any further vote
or action by our stockholders; and

establish advance notice requirements for nominations for election to the Board or for proposing
matters that can be acted upon at stockholders’ meetings.

In addition, because we are incorporated in Delaware, we are governed by the provisions of
Section 203 of the Delaware General Corporation Law, or the DGCL, which generally prohibits a Delaware
corporation from engaging in any of a broad range of business combinations with any stockholder owning in
excess of 15% of our outstanding stock for a period of three years following the date on which the
stockholder obtained such 15% equity interest in us.

The terms of our authorized preferred stock selected by our Board at any point could decrease the
amount of earnings and assets available for distribution to holders of our common stock or adversely affect
the rights and powers, including voting rights, of holders of our common stock without any further vote or
action by the stockholders. As a result, the rights of holders of our common stock will be subject to, and
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may be adversely affected by, the rights of the holders of any preferred stock that may be issued by us in the
future, which could have the effect of decreasing the market price of our common stock.

Any provision of our certificate of incorporation or bylaws or Delaware corporate law that has the
effect of delaying or deterring a change in control could limit opportunities for our stockholders to receive a
premium for their shares of common stock, and could also affect the price that investors are willing to pay
for our common stock.

Because we do not anticipate paying any cash dividends on our common stock in the foreseeable future, capital
appreciation, if any, will be your sole source of gain.

We have never declared or paid cash dividends on our equity securities. We currently intend to retain
all of our future earnings, if any, to finance the growth and development of our business. In addition, the
terms of existing or any future debt agreements may preclude us from paying dividends. As a result, capital
appreciation, if any, of our equity securities will likely be your sole source of gain for the foreseeable future.

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

Under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, if a corporation
undergoes an “ownership change”, generally defined as a greater than 50.0% change (by value) in its equity
ownership over a three-year period, the corporation’s ability to use its pre-change net operating loss
carryforwards and other pre-change tax attributes, such as research tax credits, to offset its post-change
income may be limited. With our March 2019 follow-on equity offering, our initial public offering as well
as other past transactions and any ownership changes that we may experience in the future as a result of
subsequent shifts in ownership of our shares of common stock, we may trigger an “ownership change”
limitation. We have not completed a formal study to determine if any “ownership changes” within the
meaning of IRC Section 382 have occurred. If “ownership changes” within the meaning of Section 382 of
the Code have occurred, and if we earn net taxable income, our ability to use our net operating loss
carryforwards and research and development tax credits generated since inception to offset U.S. federal
taxable income may be subject to limitations, which could potentially result in increased future tax liability
to us and could require us to pay U.S. federal income taxes earlier than would be required if such limitations
were not in effect. Similar rules and limitations may apply for state income tax purposes.

The TCJA could adversely affect our business and financial condition.

On December 22, 2017, the TCJA was enacted into law. The TCJA includes significant changes to the
U.S. corporate income tax system, including a permanent reduction in the corporate income tax rate from
35% to 21%, limitations on the deductibility of interest expense and executive compensation and the
transition of U.S. international taxation from a worldwide system to a territorial tax system. For taxpayers
with revenues over a certain threshold, the TCJA also limits interest expense deductions to 30% of taxable
income before interest, depreciation and amortization from 2018 to 2021 and then taxable income before
interest thereafter. The TCJA permits disallowed interest expense to be carried forward indefinitely. We
calculated our best estimate of the impact of the TCJA in our income tax provision for the year ended
December 31, 2017 in accordance with our understanding of the TCJA and guidance available at the time.
The overall impact of the TCJA resulted in a decrease to the deferred tax assets and a corresponding
decrease to the valuation allowance of $14.1 million. We completed our accounting for the TCJA during the
fourth quarter of 2018. No changes to the provisional amounts as of December 31, 2017 were recorded.
Notwithstanding the reduction in the corporate income tax rate, the overall impact of the TCJA is uncertain
and our business and financial condition could be adversely affected. The impact of this tax reform on
holders of our common stock is also uncertain and could be adverse. We urge our stockholders to consult
with their legal and tax advisors with respect to such legislation and the potential tax consequences of
investing in our common stock.

Our amended and restated certificate of incorporation designates the Court of Chancery of the State of Delaware as
the sole and exclusive forum for certain types of actions and proceedings that may be initiated by our stockholders,
which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors,
officers or other employees.

Our amended and restated certificate of incorporation provides that, to the fullest extent permitted by
law, the Court of Chancery of the State of Delaware will be the sole and exclusive forum for: (i) any
derivative
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action or proceeding brought on our behalf; (ii) any action asserting a claim of breach of a fiduciary duty
owed by any of our directors or officers to us or our stockholders; (iii) any action asserting a claim against
us arising pursuant to any provision of the DGCL, our amended and restated certificate of incorporation or
our amended and restated bylaws; or (d) any action asserting a claim against us governed by the internal
affairs doctrine. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital
stock is deemed to have received notice of and consented to the foregoing provisions. This choice of forum
provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds more favorable
for disputes with us or our directors or officers, which may discourage such lawsuits against us and our
directors or officers. Alternatively, if a court were to find this choice of forum provision inapplicable to, or
unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur
additional costs associated with resolving such matters in other jurisdictions, which could adversely affect
our business, financial condition, prospects or results of operations.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference into this prospectus and any prospectus
supplement or free writing prospectus may contain “forward-looking statements” within the meaning of the
safe harbor provisions of Section 27A of the Securities Act, and Section 21E of the Exchange Act. These
forward-looking statements only provide our current expectations or forecasts of future events and financial
performance and may be identified by the use of forward-looking terminology, including the terms
“believes,” “estimates,” “anticipates,” “expects,” “plans,” “intends,” “may,” “will” or “should”, “could”,
“predicts” or the negative thereof, or other variations or comparable terminology, though the absence of
these words does not necessarily mean that a statement is not forward-looking. Forward-looking statements
include all matters that are not historical facts and include, without limitation, statements concerning our
business strategy, outlook, objectives, future milestones, plans, intentions, goals, and future financial
condition, including the period of time for which our existing resources will enable us to fund our
operations. Forward-looking statements also include our financial, clinical, manufacturing and distribution
plans and our expectations and timing related to the FDA approval and commercialization of our lead
pipeline product candidates, LIQ861 and LIQ865. We intend that all forward-looking statements be subject
to the safe-harbor provisions of the Private Securities Litigation Reform Act of 1995.

You should read carefully the risks described in the section entitled “Risk Factors” beginning on page 
6 of this prospectus, and in any accompanying prospectus supplement or related free writing prospectus,
together with all information incorporated by reference herein and therein, to better understand the
significant risks and uncertainties inherent in our business and underlying any forward-looking statements.
As a result of these risks, actual results could differ materially and adversely from those anticipated or
implied in the forward-looking statements in this prospectus or in any accompanying prospectus supplement
or related free writing prospectus , or incorporated by reference herein and therein, and you should not place
undue reliance on any forward-looking statements.

In addition to the risks described in the section entitled “Risk Factors” beginning on page 6 of this
prospectus, many important factors may affect our ability to achieve our plans and objectives and to
successfully develop and commercialize our product candidates. Our results may be affected by our ability
to manage our financial resources, difficulties or delays in developing manufacturing processes for our
product candidates, preclinical and toxicology testing and regulatory developments. Delays in clinical
programs, whether caused by competitive developments, adverse events, patient enrollment rates, regulatory
issues or other factors, could adversely affect our financial position and prospects. Prior clinical trial
program designs and results are not necessarily indicative of future clinical trial designs or results. If our
product candidates do not meet safety or efficacy endpoints in clinical evaluations, they will not receive
regulatory approval and we will not be able to market them. The FDA may not approve an NDA for LIQ861
or LIQ865, our data, our results, or permit us to proceed. We may not be able to enter into any strategic
partnership agreements. Operating expenses and cash flow projections involve a high degree of uncertainty,
including variances in future spending rates due to changes in corporate priorities, the timing and outcomes
of clinical trials, competitive developments and the impact on expenditures and available capital from
licensing and strategic collaboration opportunities. If we are unable to raise additional capital when required
or on acceptable terms, we may have to significantly delay, scale back or discontinue one or more of our
drug development or discovery research programs and delay or abandon potential commercialization efforts.
We may not ever have any products that generate significant revenue. Therefore, current and prospective
security holders are cautioned that there can be no assurance that the forward-looking statements included in
this document will prove to be accurate.

You should read and interpret any forward-looking statements together with the following documents:

our most recent Annual Report on Form 10-K, including the sections entitled “Business”, “Risk
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”;

the risk factors contained in this prospectus under the caption “Risk Factors”; and

and our other filings with the SEC.

  

49 



TABLE OF CONTENTS

  

Any forward-looking statements that we make in this prospectus speak only as of the date of such
statements and we undertake no obligation to publicly update any forward-looking statements or to publicly
announce revisions to any of the forward-looking statements, whether as a result of new information, future
events or otherwise.
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USE OF PROCEEDS

Unless the applicable prospectus supplement states otherwise, we anticipate that the net proceeds from
our sale of any securities will be used for general corporate purposes. General corporate purposes may
include research and development costs, including the conduct of clinical trials and process development
and manufacturing of our product candidates, services or technologies, expansion of our technology
infrastructure and capabilities, working capital and capital expenditures. We may temporarily invest the net
proceeds in a variety of capital preservation instruments, including investment grade, interest bearing
instruments and U.S. government securities, until they are used for their stated purpose. We have not
determined the amount of net proceeds to be used specifically for such purposes. As a result, management
will retain broad discretion over the allocation of net proceeds.
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DESCRIPTION OF THE SECURITIES WE MAY OFFER

The descriptions of the securities contained in this prospectus summarize the material terms and
provisions of the various types of securities that we may offer. We will describe in the applicable prospectus
supplement relating to any securities the particular terms of the securities offered by that prospectus
supplement. If we so indicate in the applicable prospectus supplement, the terms of the securities may differ
from the terms we have summarized below. We will also include in the prospectus supplement information,
where applicable, about material U.S. federal income tax considerations relating to the securities, and the
securities exchange, if any, on which the securities will be listed.

We may offer and sell from time to time, in one or more primary offerings, our common stock,
preferred stock, debt securities, warrants or units, or any combination of the foregoing.

In this prospectus, we refer to the common stock, preferred stock, debt securities, warrants or units, or
any combination of the foregoing securities to be sold by us in a primary offering collectively as
“securities.” The total dollar amount of all securities that we may issue under this prospectus will not
exceed $200,000,000.

This prospectus may not be used by us to consummate a sale of securities unless it is accompanied by a
prospectus supplement.
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DESCRIPTION OF CAPITAL STOCK

The following description of our common stock and preferred stock, together with the additional
information we include in the applicable prospectus supplement, summarizes the material terms and
provisions of the common stock and preferred stock that we may offer under this prospectus. It may not
contain all the information that is important to you. For the complete terms of our common stock and
preferred stock, please refer to our amended and restated certificate of incorporation and amended and
restated bylaws, which are incorporated by reference into the registration statement which includes this
prospectus. The DGCL may also affect the terms of these securities.

General

The total number of shares of capital stock that the Company has authorized is 50,000,000, divided into
two classes consisting of (i) 40,000,000 shares of common stock, $0.001 par value per share, and
(ii) 10,000,000 shares of preferred stock, par value per share $0.001.

As of July 31, 2019, there are 18,643,442 shares of common stock issued and outstanding and an
additional 2,107,394 shares issuable upon exercise of outstanding options and warrants. Of the 2,107,394
shares of common stock issuable upon exercise of outstanding options and warrants, 1,419,822 shares are
issuable to officers and directors and principal stockholders of the Company and 698,810 shares are issuable
to other employees. Furthermore, as of July 31, 2019, 11,238 shares of common stock are issuable upon the
vesting of restricted stock units issued to Neal Fowler, our Chief Executive Officer.

As of the date of this prospectus, there were no shares of preferred stock issued and outstanding.

Common Stock

The holders of common stock are entitled to one vote per share on all matters to be voted upon by the
stockholders. The holders of common stock are entitled to receive ratably those dividends, if any, that may
be declared from time to time by our Board out of funds legally available, subject to preferences that may be
applicable to preferred stock, if any, then outstanding. In the event of a liquidation, dissolution or winding
up of our company, the holders of common stock will be entitled to share ratably in all assets remaining
after payment of liabilities, subject to prior distribution rights of preferred stock, if any, then outstanding.
The common stock has no preemptive or conversion rights or other subscription rights. There are no
redemption or sinking fund provisions applicable to the common stock. All outstanding shares of common
stock are fully paid and non-assessable.

Preferred Stock

Our Board is authorized to issue preferred stock in one or more series, to establish the number of shares
to be included in each such series and to fix the designation, powers, preferences and rights of these shares
and any qualifications, limitations or restrictions thereof. The issuance of preferred stock may have the
effect of delaying, deferring or preventing a change in control of our company without further action by the
stockholders and may adversely affect the voting and other rights of the holders of common stock. The
issuance of preferred stock with voting and conversion rights may adversely affect the voting power of the
holders of common stock, including the loss of voting control to others. At present, we have no plans to
issue any of the preferred stock.

Warrants

As of July 31, 2019, we had outstanding warrants to purchase an aggregate of 106,274 shares of our
common stock at an exercise price of $0.0168 per share. These warrants expire on December 31, 2026.

Registration Rights

We entered into a Seventh Amended and Restated Investors’ Rights Agreement, or IRA, on February 2,
2018 with our largest stockholders. Subject to the terms of this agreement, Holders, as defined in the
Seventh Amended and Restated IRA, of shares having registration rights, or Registrable Securities, as
defined in the Seventh Amended and Restated IRA, can demand that we file a registration statement or
request that

  

53 



TABLE OF CONTENTS

  

their shares be covered by a registration statement that we are otherwise filing, until the earliest to occur of:
(i) five years following the consummation of our initial public offering, or July 30, 2023, (ii) as to any
Holder, such earlier time after our initial public offering at which such Holder can sell all Registrable
Securities held by such Holder (together with any affiliate of the Holder with whom such Holder must
aggregate its sales under Rule 144) in a single three (3)-month period without registration in compliance
with Rule 144 of the Securities Act or (iii) after the consummation of a “Liquidation Event,” as defined in
the Seventh Amended and Restated IRA.

Demand Registration Rights.   At any time after six months following the closing of our initial public
offering, or January 30, 2019, subject to certain exceptions set forth in the Seventh Amended and Restated
IRA, if the Holders of at least a majority of the common stock issued upon conversion of the Series C,
Series C-1 and Series D preferred stock, or the Required Holders, demand that we file a registration
statement covering the registration of Registrable Securities with an anticipated aggregate offering price of
at least $10 million, we are required to use all commercially reasonable efforts to effect, as soon as
practicable, the registration under the Securities Act of all Registrable Securities requested to be registered.

Form S-3 Registration Rights.   If we receive from the Holders of Registrable Securities a written
request that we effect a registration on Form S-3, we are required to provide written notice of the proposed
registration to all other Holders and use all commercially reasonable efforts to effect the registration of such
shares on Form S-3; provided, however, that such Form S-3 registration right is subject to a number of
exceptions, such as us being eligible to use Form S-3 at the time such Form S-3 registration request is made,
the proposed sale of Registrable Securities to be registered on Form S-3 having an aggregate price to the
public (net of any underwriters’ discounts or commissions) of at least $5 million and us not being required
to file more than two registration statements on Form S-3 in a 12-month period. Furthermore, we have the
ability to delay the filing of a registration statement under specified conditions, such as for a period of time
following the effective date of a prior registration statement, if our Board deems it detrimental to us and our
stockholders to delay the filing. Such postponements cannot exceed 90 days during any 12-month period
and cannot be made more than once in any 12-month period.

Piggyback Registration Rights.   If we propose to register any of our securities under the Securities Act
in connection with the public offering of such securities, we are required to, at such time, promptly give
each Holder party to the Seventh Amended and Restated IRA written notice of such registration. Upon the
written request of each such Holder given within 20 days after receipt of our registration notice, we are
required to use all commercially reasonable efforts to cause to be registered under the Securities Act all of
the Registrable Securities that each holder requests to be registered. In connection with any such offering,
we are not required to include any of the Holders’ securities in such underwriting unless they accept the
terms of the underwriting as agreed between us and the underwriters selected by us and enter into an
underwriting agreement in customary form with such underwriters, and then only in such quantity as the
underwriters determine in their sole discretion will not jeopardize the success of the offering by us. If
marketing factors require a limitation of the number of shares to be underwritten, then the number of shares
that may be included in the underwriting will be allocated, first, to us; second, to the Holders other than the
Common Holders on a pro rata basis based on the total number of Registrable Securities held by such
Holders; third, to the Common Holders on a pro rata basis based on the total number of Registrable
Securities held by the Common Holders; and fourth, to any stockholder other than a Holder and/or Common
Holder on a pro rata basis. The requisite Holders who are party to the Seventh Amended and Restated IRA
have waived their piggyback registration rights in connection with the filing of this registration statement
and the offerings contemplated hereby.

Expenses of Registration.   We will pay all expenses, other than underwriting discounts and
commissions, related to any demand, Form S-3 or piggyback registration, including without limitation all
registration, filing and qualification fees, printers’ and accounting fees, fees and disbursements of counsel
for us and the reasonable fees and disbursements of one counsel for the selling Holders, not to exceed
$50,000.

Indemnification.   The Seventh Amended and Restated IRA contains customary cross-indemnification
provisions under which we are obligated to indemnify the selling stockholders in the event of material
misstatements or omissions or other “Violation,” as defined in the Seventh Amended and Restated IRA, in
the registration statement attributable to us, and they are obligated to indemnify us for material
misstatements or omissions or other Violation attributable to them.
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Termination of Registration Rights.   All registration rights granted under the IRA will terminate on the
fifth anniversary of the completion of our initial public offering, or July 30, 2023.

Anti-Takeover Effects of Our Charter and Bylaws and Delaware Law

Some provisions of Delaware law and our amended and restated certificate of incorporation and
amended and restated bylaws could make the following transactions more difficult:

acquisition of our company by means of a tender offer, a proxy contest or otherwise; and

removal of our incumbent officers and directors.

These provisions, summarized below, are expected to discourage and prevent coercive takeover
practices and inadequate takeover bids. These provisions are designed to encourage persons seeking to
acquire control of our company to negotiate first with our Board. They are also intended to provide our
management with the flexibility to enhance the likelihood of continuity and stability if our Board
determines that a takeover is not in the best interests of our stockholders. These provisions, however, could
have the effect of discouraging attempts to acquire us, which could deprive our stockholders of
opportunities to sell their shares of common stock at prices higher than prevailing market prices. We believe
that the benefits of these provisions, including increased protection of our potential ability to negotiate with
the proponent of an unfriendly or unsolicited proposal to acquire or restructure our company, outweigh the
disadvantages of discouraging takeover proposals, because negotiation of takeover proposals could result in
an improvement of their terms.

Election and Removal of Officers

Our amended and restated certificate of incorporation and our amended and restated bylaws contain
provisions that establish specific procedures for appointing and removing members of our Board. Under our
amended and restated certificate of incorporation and amended and restated bylaws, our Board consists of
three classes of directors: Class I, Class II and Class III. A nominee for director shall be elected to our
Board if the votes cast for such nominee’s election exceed the votes cast against such nominee’s election.
Each director will serve a three-year term and will stand for election upon the third anniversary of the
annual meeting at which such director was elected. In addition, our amended and restated certificate of
incorporation and amended and restated bylaws provide that vacancies and newly created directorships on
our Board may be filled only by a majority of the directors then serving on our Board. Under our amended
and restated certificate of incorporation, directors may be removed by the stockholders only by the
affirmative vote of the holders of at least a majority of the voting power of all of the then-outstanding shares
of our capital stock entitled to vote generally in the election of directors, voting together as a single class.

Authorized but Unissued Shares.   The authorized but unissued shares of our common stock and our
preferred stock are available for future issuance without any further vote or action by our stockholders.
These additional shares may be utilized for a variety of corporate purposes, including future public offerings
to raise additional capital, corporate acquisitions and employee benefit plans. The existence of authorized
but unissued shares of our common stock and our preferred stock could render more difficult or discourage
an attempt to obtain control over us by means of a proxy contest, changes in our management, tender offer,
merger or otherwise. In particular, the authorization of undesignated preferred stock makes it possible for
our Board to issue preferred stock with voting or other rights or preferences that could impede the success
of any attempt to change control of our company.

Stockholder Action; Advance Notification of Stockholder Nominations and Proposals.   Our amended
and restated certificate of incorporation and amended and restated bylaws require that any action required or
permitted to be taken by our stockholders must be effected at a duly called annual or special meeting of
stockholders and will eliminate the right of stockholders to act by written consent without a meeting. In
addition, our amended and restated bylaws provide that candidates for director may be nominated and other
business brought before an annual meeting only by the Board or by a stockholder who gives written notice
to us no later than 90 days prior to nor earlier than 120 days prior to the first anniversary of the last annual
meeting of stockholders. These provisions may have the effect of deterring unsolicited offers to acquire our
company or delaying changes in our management, which could depress the market price of our common
stock.
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Special Stockholder Meetings.   Under our amended and restated certificate of incorporation and
amended and restated bylaws, only the Board, the Chairman of our board or our Chief Executive Officer
may call special meetings of stockholders.

Delaware Anti-Takeover Law.   We are subject to Section 203 of the DGCL, which is an anti-takeover
law. In general, Section 203 prohibits a publicly held Delaware corporation from engaging in a business
combination with an interested stockholder for a period of three years following the date that the person
became an interested stockholder, unless the business combination or the transaction in which the person
became an interested stockholder is approved in a prescribed manner. Generally, a business combination
includes a merger, asset or stock sale, or another transaction resulting in a financial benefit to the interested
stockholder. Generally, an interested stockholder is a person who, together with affiliates and associates,
owns 15% or more of the corporation’s voting stock. The existence of this provision may have an anti-
takeover effect with respect to transactions that are not approved in advance by our Board, including
discouraging attempts that might result in a premium over the market price for the shares of common stock
held by stockholders.

No Cumulative Voting.   Under Delaware law, cumulative voting for the election of directors is not
permitted unless a corporation’s certificate of incorporation authorizes cumulative voting. Our amended and
restated certificate of incorporation does not provide for cumulative voting in the election of directors.
Cumulative voting allows a minority stockholder to vote a portion or all of its shares for one or more
candidates for seats on our board. Without cumulative voting, a minority stockholder will not be able to gain
as many seats on our board based on the number of shares of our stock the stockholder holds as the
stockholder would be able to gain if cumulative voting were permitted. The absence of cumulative voting
makes it more difficult for a minority stockholder to gain a seat on our board to influence its decision
regarding a takeover.

Amendment of Charter Provisions.   The amendment of certain of the above provisions in our amended
and restated certificate of incorporation and our amended and restated bylaws requires approval by holders
of at least a majority of our outstanding capital stock entitled to vote generally in the election of directors.

These and other provisions could have the effect of discouraging others from attempting hostile
takeovers, and, as a consequence, they may also inhibit temporary fluctuations in the market price of our
common stock that often result from actual or rumored hostile takeover attempts. These provisions may also
have the effect of preventing changes in our management. It is possible that these provisions could make it
more difficult to accomplish transactions that stockholders might otherwise deem to be in their best
interests.

Limitation of Liability and Indemnification

Our amended and restated certificate of incorporation provides that no director will be personally liable
for monetary damages for breach of any fiduciary duty as a director, except with respect to liability:

for any breach of the director’s duty of loyalty to us or our stockholders;

for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation
of law;

under Section 174 of the DGCL (governing distributions to stockholders); or

for any transaction from which the director derived any improper personal benefit.

If the DGCL is amended to authorize corporate action further eliminating or limiting the personal
liability of directors, then the liability of our directors will be eliminated or limited to the fullest extent
permitted by the DGCL, as so amended. The modification or repeal of this provision of our amended and
restated certificate of incorporation will not adversely affect any right or protection of a director existing at
the time of such modification or repeal.

Our amended and restated bylaws also provides that we will, to the fullest extent permitted by law,
indemnify our directors and officers against all liabilities and expenses in any suit or proceeding or arising
out of their status as an officer or director or their activities in these capacities. We will also indemnify any
person who, at our request, is or was serving as a director, officer, employee, agent or trustee of another
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corporation or of a partnership, limited liability company, joint venture, trust or other enterprise. We may,
by action of our Board, provide indemnification to our employees and agents within the same scope and
effect as the foregoing indemnification of directors and officers.

Exclusive Forum

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State
of Delaware will, to the fullest extent permitted by law, be the sole and exclusive forum for any
(1) derivative action or proceeding brought on behalf of our company, (2) action asserting a claim of breach
of a fiduciary duty owed by any director or officer of our company to our company or our company’s
stockholders, (3) action asserting a claim against our company arising pursuant to any provision of the
DGCL or our amended and restated certificate of incorporation or our amended and restated bylaws or
(4) action asserting a claim against our company governed by the internal affairs doctrine. This provision
does not apply to any actions arising under the Securities Act or the Exchange Act. Any person or entity
purchasing or otherwise acquiring any interest in shares of capital stock of our company shall be deemed to
have notice of and consented to the forum provisions in our amended and restated certificate of
incorporation. However, the enforceability of similar forum provisions in other companies’ certificates of
incorporation has been challenged in legal proceedings, and it is possible that a court could find these types
of provisions to be unenforceable.

Transfer Agent

The transfer agent and registrar for our common stock is Computershare Trust Company, N.A. and its
address is 250 Royall Street, Canton, MA 02021.

DESCRIPTION OF DEBT SECURITIES

We may issue from time to time, in one or more offerings, senior or subordinated debt securities
covered by this prospectus. When we offer to sell a particular series of debt securities, we will describe the
specific terms of the series in a supplement to this prospectus.

DESCRIPTION OF WARRANTS

We may issue warrants to purchase our debt or equity securities or other rights, including rights to
receive payment in cash or securities based on the value, rate or price of one or more specified commodities,
currencies, securities or indices, or any combination of the foregoing. Warrants may be issued independently
or together with any other securities and may be attached to, or separate from, such securities. Each series
of warrants will be issued under a separate warrant agreement to be entered into between us and a warrant
agent. The terms of any warrants to be issued and a description of the material provisions of the applicable
warrant agreement will be set forth in the applicable prospectus supplement.

DESCRIPTION OF UNITS

As specified in the applicable prospectus supplement, we may issue units consisting of warrants, debt
securities, shares of preferred stock, shares of common stock or any combination of such securities.

LEGAL OWNERSHIP OF SECURITIES

We can issue securities in registered form or in the form of one or more global securities. We describe
global securities in greater detail below. We refer to those persons who have securities registered in their
own names on the books that we or any applicable trustee maintain for this purpose as the “holders” of
those securities. These persons are the legal holders of the securities. We refer to those persons who,
indirectly through others, own beneficial interests in securities that are not registered in their own names, as
“indirect holders” of those securities. As we discuss below, indirect holders are not legal holders, and
investors in securities issued in book-entry form or in street name will be indirect holders.

Book-Entry Holders

We may issue securities in book-entry form only, as we will specify in the applicable prospectus
supplement. This means securities may be represented by one or more global securities registered in the
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name of a financial institution that holds them as depositary on behalf of other financial institutions that
participate in the depositary’s book-entry system. These participating institutions, which are referred to as
participants, in turn, hold beneficial interests in the securities on behalf of themselves or their customers.

Only the person in whose name a security is registered is recognized as the holder of that security.
Securities issued in global form will be registered in the name of the depositary or its nominee.
Consequently, for securities issued in global form, we will recognize only the depositary as the holder of the
securities, and we will make all payments on the securities to the depositary. The depositary passes along
the payments it receives to its participants, which in turn pass the payments along to their customers who
are the beneficial owners. The depositary and its participants do so under agreements they have made with
one another or with their customers; they are not obligated to do so under the terms of the securities.

As a result, investors in a book-entry security will not own securities directly. Instead, they will own
beneficial interests in a global security, through a bank, broker or other financial institution that participates
in the depositary’s book-entry system or holds an interest through a participant. As long as the securities are
issued in global form, investors will be indirect holders, and not holders, of the securities.

Street Name Holders

We may terminate a global security or issue securities in non-global form. In these cases, investors may
choose to hold their securities in their own names or in “street name.” Securities held by an investor in
street name would be registered in the name of a bank, broker or other financial institution that the investor
chooses, and the investor would hold only a beneficial interest in those securities through an account he or
she maintains at that institution.

For securities held in street name, we will recognize only the intermediary banks, brokers and other
financial institutions in whose names the securities are registered as the holders of those securities, and we
will make all payments on those securities to them. These institutions pass along the payments they receive
to their customers who are the beneficial owners, but only because they agree to do so in their customer
agreements or because they are legally required to do so. Investors who hold securities in street name will
be indirect holders, not holders, of those securities.

Legal Holders

Our obligations, as well as the obligations of any applicable trustee and of any third parties employed
by us or a trustee, run only to the legal holders of the securities. We do not have obligations to investors
who hold beneficial interests in global securities, in street name or by any other indirect means. This will be
the case whether an investor chooses to be an indirect holder of a security or has no choice because we are
issuing the securities only in global form.

For example, once we make a payment or give a notice to the holder, we have no further responsibility
for the payment or notice even if that holder is required, under agreements with depositary participants or
customers or by law, to pass it along to the indirect holders but does not do so. Similarly, we may want to
obtain the approval of the holders to amend an indenture, to relieve us of the consequences of a default or of
our obligation to comply with a particular provision of the indenture or for other purposes. In such an event,
we would seek approval only from the holders, and not the indirect holders, of the securities. Whether and
how the holders contact the indirect holders is up to the holders.

Special Considerations for Indirect Holders

If you hold securities through a bank, broker or other financial institution, either in book-entry form or
in street name, you should check with your own institution to find out:

how it handles securities payments and notices;

whether it imposes fees or charges;

how it would handle a request for the holders’ consent, if ever required;

whether and how you can instruct it to send you securities registered in your own name so you can
be a holder, if that is permitted in the future;
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how it would exercise rights under the securities if there were a default or other event triggering the
need for holders to act to protect their interests; and

if the securities are in book entry form, how the depositary’s rules and procedures will affect these
matters.

Global Securities

A global security is a security held by a depositary that represents one or any other number of
individual securities. Generally, all securities represented by the same global securities will have the same
terms.

Each security issued in book-entry form will be represented by a global security that we deposit with
and register in the name of a financial institution or its nominee that we select. The financial institution that
we select for this purpose is called the depositary. Unless we specify otherwise in the applicable prospectus
supplement, DTC will be the depositary for all securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the
depositary, its nominee or a successor depositary, unless special termination situations arise. We describe
those situations below under “— Special Situations When a Global Security Will Be Terminated.” As a
result of these arrangements, the depositary, or its nominee, will be the sole registered owner and holder of
all securities represented by a global security, and investors will be permitted to own only beneficial
interests in a global security. Beneficial interests must be held by means of an account with a broker, bank
or other financial institution that in turn has an account with the depositary or with another institution that
does. Thus, an investor whose security is represented by a global security will not be a holder of the
security, but only an indirect holder of a beneficial interest in the global security.

If the prospectus supplement for a particular security indicates that the security will be issued in global
form only, then the security will be represented by a global security at all times unless and until the global
security is terminated. If termination occurs, we may issue the securities through another book-entry
clearing system or decide that the securities may no longer be held through any book-entry clearing system.

Special Considerations for Global Securities

As an indirect holder, an investor’s rights relating to a global security will be governed by the account
rules of the investor’s financial institution and of the depositary, as well as general laws relating to
securities transfers. We do not recognize an indirect holder as a holder of securities and instead deal only
with the depositary that holds the global security.

If securities are issued only in the form of a global security, an investor should be aware of the
following:

an investor cannot cause the securities to be registered in his or her name, and cannot obtain non
global certificates for his or her interest in the securities, except in the special situations we describe
below;

an investor will be an indirect holder and must look to his or her own bank or broker for payments on
the securities and protection of his or her legal rights relating to the securities, as we describe under
“— Legal Holders” above;

an investor may not be able to sell interests in the securities to some insurance companies and to
other institutions that are required by law to own their securities in non-book entry form;

an investor may not be able to pledge his or her interest in a global security in circumstances where
certificates representing the securities must be delivered to the lender or other beneficiary of the
pledge in order for the pledge to be effective;

the depositary’s policies, which may change from time to time, will govern payments, transfers,
exchanges and other matters relating to an investor’s interest in a global security. We and any
applicable trustee have no responsibility for any aspect of the depositary’s actions or for its records
of ownership interests in a global security. We and the trustee also do not supervise the depositary in
any way;

  

59 



• 

• 

• 

• 

• 

TABLE OF CONTENTS

  

the depositary may, and we understand that DTC will, require that those who purchase and sell
interests in a global security within its book entry system use immediately available funds, and your
broker or bank may require you to do so as well; and

financial institutions that participate in the depositary’s book entry system, and through which an
investor holds its interest in a global security, may also have their own policies affecting payments,
notices and other matters relating to the securities. There may be more than one financial
intermediary in the chain of ownership for an investor. We do not monitor and are not responsible for
the actions of any of those intermediaries.

Special Situations When A Global Security Will Be Terminated

In a few special situations described below, the global security will terminate and interests in it will be
exchanged for physical certificates representing those interests. After that exchange, the choice of whether
to hold securities directly or in street name will be up to the investor. Investors must consult their own
banks or brokers to find out how to have their interests in securities transferred to their own name, so that
they will be direct holders. We have described the rights of holders and street name investors above.

The global security will terminate when the following special situations occur:

if the depositary notifies us that it is unwilling, unable or no longer qualified to continue as
depositary for that global security and we do not appoint another institution to act as depositary
within 90 days;

if we notify any applicable trustee that we wish to terminate that global security; or

if an event of default has occurred with regard to securities represented by that global security and
has not been cured or waived.

The prospectus supplement may also list additional situations for terminating a global security that
would apply only to the particular series of securities covered by the prospectus supplement. When a global
security terminates, the depositary, and not we or any applicable trustee, is responsible for deciding the
names of the institutions that will be the initial direct holders.
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PLAN OF DISTRIBUTION

We may offer securities under this prospectus from time to time pursuant to underwritten public
offerings, negotiated transactions, block trades or a combination of these methods or through underwriters
or dealers, through agents and/or directly to one or more purchasers. The securities may be distributed from
time to time in one or more transactions:

at a fixed price or prices, which may be changed;

at market prices prevailing at the time of sale;

at prices related to such prevailing market prices; or

at negotiated prices.

Each time that securities covered by this prospectus are sold, we will provide a prospectus supplement
or supplements that will describe the method of distribution and set forth the terms and conditions of the
offering of such securities, including the offering price of the securities and the proceeds to us, if applicable.

Offers to purchase the securities being offered by this prospectus may be solicited directly. Agents may
also be designated to solicit offers to purchase the securities from time to time. Any agent involved in the
offer or sale of our securities will be identified in a prospectus supplement.

If a dealer is utilized in the sale of the securities being offered by this prospectus, the securities will be
sold to the dealer, as principal. The dealer may then resell the securities to the public at varying prices to be
determined by the dealer at the time of resale.

If an underwriter is utilized in the sale of the securities being offered by this prospectus, an
underwriting agreement will be executed with the underwriter at the time of sale and the name of any
underwriter will be provided in the prospectus supplement that the underwriter will use to make resales of
the securities to the public. In connection with the sale of the securities, we, or the purchasers of securities
for whom the underwriter may act as agent, may compensate the underwriter in the form of underwriting
discounts or commissions. The underwriter may sell the securities to or through dealers, and those dealers
may receive compensation in the form of discounts, concessions or commissions from the underwriters
and/or commissions from the purchasers for which they may act as agent. Unless otherwise indicated in a
prospectus supplement, an agent will be acting on a best efforts basis and a dealer will purchase securities as
a principal, and may then resell the securities at varying prices to be determined by the dealer.

Any compensation paid to underwriters, dealers or agents in connection with the offering of the
securities, and any discounts, concessions or commissions allowed by underwriters to participating dealers
will be provided in the applicable prospectus supplement. Underwriters, dealers and agents participating in
the distribution of the securities may be deemed to be underwriters within the meaning of the Securities Act,
and any discounts and commissions received by them and any profit realized by them on resale of the
securities may be deemed to be underwriting discounts and commissions. We may enter into agreements to
indemnify underwriters, dealers and agents against civil liabilities, including liabilities under the Securities
Act, or to contribute to payments they may be required to make in respect thereof and to reimburse those
persons for certain expenses.

The securities may or may not be listed on a national securities exchange. To facilitate the offering of
securities, certain persons participating in the offering may engage in transactions that stabilize, maintain or
otherwise affect the price of the securities. This may include over-allotments or short sales of the securities,
which involve the sale by persons participating in the offering of more securities than were sold to them. In
these circumstances, these persons would cover such over-allotments or short positions by making
purchases in the open market or by exercising their over-allotment option, if any. In addition, these persons
may stabilize or maintain the price of the securities by bidding for or purchasing securities in the open
market or by imposing penalty bids, whereby selling concessions allowed to dealers participating in the
offering may be reclaimed if securities sold by them are repurchased in connection with stabilization
transactions. The effect of these transactions may be to stabilize or maintain the market price of the
securities at a level above that which might otherwise prevail in the open market. These transactions may be
discontinued at any time.
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If indicated in the applicable prospectus supplement, underwriters or other persons acting as agents
may be authorized to solicit offers by institutions or other suitable purchasers to purchase the securities at
the public offering price set forth in the prospectus supplement, pursuant to delayed delivery contracts
providing for payment and delivery on the date or dates stated in the prospectus supplement. These
purchasers may include, among others, commercial and savings banks, insurance companies, pension funds,
investment companies and educational and charitable institutions. Delayed delivery contracts will be subject
to the condition that the purchase of the securities covered by the delayed delivery contracts will not at the
time of delivery be prohibited under the laws of any jurisdiction in the United States to which the purchaser
is subject. The underwriters and agents will not have any responsibility with respect to the validity or
performance of these contracts.

We may engage in at the market offerings into an existing trading market in accordance with
Rule 415(a)(4) under the Securities Act. In addition, we may enter into derivative transactions with third
parties, or sell securities not covered by this prospectus to third parties in privately negotiated transactions.
If the applicable prospectus supplement so indicates, in connection with those derivatives, the third parties
may sell securities covered by this prospectus and the applicable prospectus supplement, including in short
sale transactions. If so, the third party may use securities pledged by us or borrowed from us or others to
settle those sales or to close out any related open borrowings of stock, and may use securities received from
us in settlement of those derivatives to close out any related open borrowings of stock. The third party in
such sale transactions will be an underwriter and, if not identified in this prospectus, will be named in the
applicable prospectus supplement (or a post-effective amendment). In addition, we may otherwise loan or
pledge securities to a financial institution or other third party that in turn may sell the securities short using
this prospectus and an applicable prospectus supplement. Such financial institution or other third party may
transfer its economic short position to investors in our securities or in connection with a concurrent offering
of other securities.

The specific terms of any lock-up provisions in respect of any given offering will be described in the
applicable prospectus supplement.

In compliance with the guidelines of the Financial Industry Regulatory Authority, Inc., or FINRA, the
maximum consideration or discount to be received by any FINRA member or independent broker dealer
may not exceed 8% of the aggregate proceeds of the offering.

The underwriters, dealers and agents may engage in transactions with us, or perform services for us, in
the ordinary course of business for which they receive compensation.

General Information

Underwriters, dealers and agents that participate in the distribution of our securities may be
underwriters as defined in the Securities Act, and any discounts or commissions they receive and any profit
they make on the resale of the offered securities may be treated as underwriting discounts and commissions
under the Securities Act. Any underwriters or agents will be identified and their compensation described in
a prospectus supplement. We may indemnify agents, underwriters, and dealers against certain civil
liabilities, including liabilities under the Securities Act, or make contributions to payments they may be
required to make relating to those liabilities. Our agents, underwriters, and dealers, or their affiliates, may
be customers of, engage in transactions with, or perform services for us in the ordinary course of business.

Each series of securities offered by this prospectus may be a new issue of securities with no established
trading market. Any underwriters to whom securities offered by this prospectus are sold by us for public
offering and sale may make a market in the securities offered by this prospectus, but the underwriters will
not be obligated to do so and may discontinue any market making at any time without notice. No assurance
can be given as to the liquidity of the trading market for any securities offered by this prospectus.

Representatives of the underwriters through whom our securities are sold for public offering and sale
may engage in over-allotment, stabilizing transactions, syndicate short covering transactions and penalty
bids in accordance with Regulation M under the Exchange Act. Over-allotment involves syndicate sales in
excess of the offering size, which creates a syndicate short position. Stabilizing transactions permit bids to
purchase the offered securities so long as the stabilizing bids do not exceed a specified maximum.
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Syndicate covering transactions involve purchases of the offered securities in the open market after the
distribution has been completed in order to cover syndicate short positions. Penalty bids permit the
representative of the underwriters to reclaim a selling concession from a syndicate member when the offered
securities originally sold by such syndicate member are purchased in a syndicate covering transaction to
cover syndicate short positions. Such stabilizing transactions, syndicate covering transactions and penalty
bids may cause the price of the offered securities to be higher than it would otherwise be in the absence of
such transactions. These transactions may be effected on a national securities exchange and, if commenced,
may be discontinued at any time.

Underwriters, dealers and agents may be customers of, engage in transactions with or perform services
for, us and our subsidiaries in the ordinary course of business.

We will bear all costs, expenses and fees in connection with the registration of the securities as well as
the expense of all commissions and discounts, if any, attributable to the sales of any of our securities by us.
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WHERE YOU CAN FIND MORE INFORMATION

This prospectus, which constitutes a part of the registration statement on Form S-3 under the Securities
Act with respect to the securities offered hereby, does not contain all of the information set forth in the
registration statement or the exhibits and schedules filed therewith. For further information about us and the
securities offered hereby, we refer you to the registration statement and the exhibits and schedules filed
thereto. Statements contained in this prospectus regarding the contents of any contract or any other
document that is filed as an exhibit to the registration statement are not necessarily complete, and each such
statement is qualified in all respects by reference to the full text of such contract or other document filed as
an exhibit to the registration statement.

We are required to file periodic reports, proxy statements and other information with the SEC pursuant
to the Exchange Act. The SEC maintains an Internet website that contains reports, proxy statements and
other information about registrants, like us, that file electronically with the SEC. The address of that site is
www.sec.gov. We also maintain a website at www.liquidia.com, at which you may access these materials free
of charge as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC.
The information contained in, or that can be accessed through, our website is not part of, and is not
incorporated into, this prospectus or any accompanying prospectus supplement.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference” the information we file with it, which means that we
can disclose important information to you by referring you to those documents. The information that is
incorporated by reference is considered to be part of this prospectus, and the information that we file later
with the SEC will automatically update and supersede this information. We incorporate by reference the
documents listed below and any future filings with the SEC under Section 13(a), 13(c), 14 or 15(d) of the
Exchange Act between the date of this prospectus and the termination of the offering of the securities.

our Annual Report on Form 10-K for the year ended December 31, 2018, filed with the SEC on
February 26, 2019;

the information specifically incorporated by reference into our Annual Report on Form 10-K for the
year ended December 31, 2018 from our Definitive Proxy Statement on Schedule 14A, filed with the
SEC on March 25, 2019;

our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2019 and June 30, 2019, filed
with the SEC on May 2, 2019 and August 14, 2019, respectively;

our Current Reports on Form 8-K filed with the SEC on January 7, 2019, February 7, 2019, March 4,
2019, March 11, 2019 (both reports), March 21, 2019, March 25, 2019, April 3, 2019, May 8, 2019,
May 14, 2019, May 22, 2019, May 24, 2019, June 5, 2019 and June 28, 2019 (provided that any
portions of such reports that are deemed furnished and not filed pursuant to instructions to Form 8-K
shall not be incorporated by reference into this prospectus); and

the description of common stock set forth in our Registration Statement on Form 8-A (File No. 001-
38601), filed with the SEC under Section 12(b) of the Exchange Act on July 23, 2018, including any
amendments or reports filed for the purpose of updating such description.

Any statement contained in any document incorporated by reference herein will be deemed to be
modified or superseded for purposes of this prospectus to the extent that a statement contained in this
prospectus or any additional prospectus supplements modifies or supersedes such statement. Any statement
so modified or superseded will not be deemed, except as so modified or superseded, to constitute a part of
this prospectus.

We will provide without charge to each person, including any beneficial owner, to whom this
prospectus is delivered, upon written or oral request, a copy of any or all documents that are incorporated by
reference into this prospectus, but not delivered with this prospectus, other than exhibits to such documents
unless such exhibits are specifically incorporated by reference into the documents that this prospectus
incorporates. To request such materials, please contact Timothy Albury, our Senior Vice President, Chief
Accounting Officer, at the following address or telephone number: Liquidia Technologies, Inc. PO Box
110085, Research
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Triangle Park, NC 27709, (919) 328-4400. A copy of all documents that are incorporated by reference into
this prospectus can also be found on our website by accessing www.liquidia.com.

You should rely only on the information incorporated by reference or provided in this prospectus or any
supplement. We have not authorized anyone else to provide you with different information. You should not
assume that information in this prospectus or any supplement is accurate as of any date other than the date
on the front of these documents.

LEGAL MATTERS

The validity of the shares of common stock offered hereby will be passed upon for us by DLA Piper
LLP (US), Short Hills, New Jersey. Any underwriters will be advised about other issues relating to any
offering by their own legal counsel.

EXPERTS

The financial statements incorporated in this prospectus by reference to the Company’s Annual Report
on Form 10-K for the year ended December 31, 2018 have been so incorporated in reliance on the report
(which contains an explanatory paragraph relating to the Company’s ability to continue as a going concern
as described in Note 2 to the financial statements) of PricewaterhouseCoopers LLP, an independent
registered public accounting firm, given on the authority of said firm as experts in auditing and accounting.
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