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Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below, together
with the other information contained in this Annual Report on Form 10- K, including our consolidated financial statements and
the related notes, before making any decision to invest in shares of our common stock. This Annual Report on Form 10- K
contains forward- looking statements. If any of the events discussed in the risk factors below occurs, our business, prospects,
results of operations, financial condition and cash flows could be materially harmed. If that were to happen, the trading price of
our common stock could decline, and you could lose all or part of your investment. The risks and uncertainties described below
are not the only ones we face. Additional risks not currently known to us or other factors not perceived by us to present
significant risks to our business at this time also may impair our business operations. Following is a summary of our Risk
Factors: » Our business strategy depends substantially upon our ability to receive future contingent milestone and royalty
payments from our partnered programs. ¢ We have incurred significant losses since our inception and anticipate that we will
continue to mcur losses for the foreseeable luture We currently hav e no product revenues and no dppIO\ ed products and wilt

effeetively-. « We could be subject to product l1ab1l1ty lawsuits bdsed on the use of our druo cundlddtes in clmlcal testing or, if
obtained, following our products' marketing approval and commercialization. If product liability lawsuits are brought against us,
we mdy incur substuntldl liabilities and mdy be requ1red to cease clinical testmé or limit commerc1al1zctt1on of our drug

hectv1ly dependent on the successful development of our partnered druo candidates aﬁd-pfegr&ms—and we cannot be certain that
sye-our partners will receive regulatory approvals or be able to successfully commercialize our preduets-partnered drug
candidates cven if we-they receive regulatory approvals. ¢ Preclinical and clinical testing of our drug candidates that has been
Conducted to date or will be Conducted in the future may not have been or may not be performed in compliance with applicable

company which

aﬂd-&ﬂ-y—ef—etﬂeel-m-iea-l—tﬂa-ls-could have




o . oblie
harmed-as-aresuit. ° DlSd(‘ICLnanlS with respect to the commercial terms of our sales, li culsing. purchasc or nmlmlhcluring
agreements may limit our commercial success. * We depend on third parties and intend to continue to license or collaborate with
third parties, and events involving these strategic partners or any future collaboration could delay or prevent us from developing
or commercializing products. « Our success depends trpart-on the efforts of our current and-pessible-fatare-collaborators, who
will likely have substantial control and discretion over the continued development and commercialization of drug candidates that
are Ihu sub]ucl of our LOlldbOldllOHS * We may not receive e any lu1lhu mllulom royalty or license paynunls undm our current

we breach any of the agluuncnls under which we license from third parties the intellectual property rights or commercialization
rights to our drug candidates, particularly our license agreements with TUM and Kelun, we could lose license rights that are

nnpondnt to our business and our opcmuons could be mdtumlly harmed. - H-ourefforts-to-proteetthe-proprictary nature-of the

have broad discretion in ho\\ we use our cash, cash cqul\dlulls and investments, including the net proceeds from our
collaborations, public and private securities offerings, and may not use these financial resources effectively, which could affect
our results of operations and cause our stock price to decline. * We have had and have previously reported material weaknesses
in our internal controls over financial reporting. If we fail to maintain proper and effective internal controls, our ability to
produce accurate and timely financial statements could be impaired, which could harm our operating results, our ability to
operate our business and investors’ views of us. « Our shares of common stock could be delisted from the Nasdaq Capital
Market, which could result in, among other things, a decline in the price of our common stock and less liquidity for
holders of shares of our common stock. ® Future sales and issuances of our common stock or rights to purchase common
stock, including pursuant to our equity incentive plans or otherwise, could result in dilution of the percentage ownership of our
stockholders and could cause our stock price to fall. A detailed discussion of the above Risk Factors follows below. Risks
Related to our Corporate Strategy Our business strategy depends substantially upon our ability to receive future
contingent milestone and royalty payments. Our business strategy depends substantially upon our ability to receive
future milestone and royalty payments from Pfizer (formerly Seagen), Boston Pharmaceuticals, and Servier. On March
27,2024, we announced a strategy to maximize our ability to capture the potential milestones from licensing and
collaboration agreements with our partners, including Pfizer, Boston Pharmaceuticals, and Servier, while maintaining
the capability to consider other strategic options. Our Board of Directors implemented a series of measures designed to
extend our cash runway into at least 2027 and maximize our ability to capture the potential milestone payments. These
measures include discontinuing research and development activities, which is expected to be completed in the middle of
2024, conducting further workforce reduction that affect additional employees and the executive leadership team, which
is expected to be implemented in the second quarter of 2024, and reducing the size of our Board of Directors, which is
also expected to be implemented in the second quarter of 2024. We do not have any ongoing research or development
activities. Any failure to achieve such milestones or a perception that the milestones may not be achieved will materially
and adversely affect the company and the value of the common stock. 28Even if some or all of the milestones or royalties
set forth in the Pfizer Agreement, Boston Pharmaceuticals Agreement, or Servier Agreement are achieved, it may take
significantly longer than we anticipate and could require us to raise additional funding in order to maintain our ability
to receive payment for such milestones. Achievement of the milestones set forth in the Pfizer Agreement, the Boston
Pharmaceuticals Agreement, and the Servier Agreement are not guaranteed and there is significant risk that some or all
of such milestones will not be achieved when anticipated, if at all. If achievement of the milestones is delayed beyond
what we currently anticipate, it could require us to raise additional funds in order to maintain our ability to receive
payment for the potential future achievement of such milestones. Sources of funds may not be available or, if available,
may not be available on terms satisfactory to us. Raising additional funds could be dilutive or otherwise disadvantageous
to our stockholders. Any delay in receipt of the potential benefit to the company or our stockholders resulting from
achievement of such milestones, in addition to any additional uncertainty as to whether such milestones will be achieved
at all, would materially and adversely affect the company and the value of the common stock. Time and costs associated
with winding down our research and development activities and any return of cash to stockholders may be significant.
There are significant costs associated with winding down our normal historic operations, such as separation of
employees, termination of contracts and engagement of external consultants, all of which have and may in the future
reduce our cash resources. Additionally, if our Board of Directors decide to issue any cash dividends to our stockholders
in the future, we may incur third party costs associated with the distribution of such dividends, all of which would reduce
our cash resources. If some or all of our partners terminate our partnerships for which we may be entitled to milestone
payments, our board of directors may decide to pursue a dissolution and liquidation. In such an event, the amount of
cash available for distribution to our stockholders will depend heavily on the timing of such liquidation as well as the



amount of cash that will need to be reserved for commitments and contingent liabilities. There can be no assurance or
guarantee that we will realize all or some of the milestone payments in connection with our licensing and collaboration
agreements, and in the event our partners terminate their respective licensing and collaboration agreements, our board
of directors may decide to pursue a dissolution and liquidate. In such an event, the amount of cash available for
distribution to our stockholders will depend heavily on the timing of such decision and, with the passage of time the
amount of cash available for distribution will be reduced as we continue to fund our operations. In addition, if our board
of directors were to approve and recommend, and our stockholders were to approve, a dissolution and liquidation, we
would be required under Nevada corporate law to pay our outstanding debts and other obligations prior to making any
distributions in liquidation to our stockholders. As a result of this requirement, a portion of our assets may need to be
reserved pending the resolution of such obligations and the timing of any such resolution is uncertain. In addition, we
may be subject to litigation or other claims related to a dissolution and liquidation. If a dissolution and liquidation were
pursued, our board of directors, in consultation with our advisors, would need to evaluate these matters and make a
determination about a reasonable amount to reserve. Accordingly, holders of our common stock could lose all or a
significant portion of their investment in the event of a liquidation, dissolution or winding up. We may rely on external
consultants for the execution of our business strategy. In connection with our March 27, 2024 announcement, we
disclosed an additional reduction in force impacting additional employees and our executive leadership team, which is
expected to be implemented in the second quarter of 2024. We expect that as the number of employees is reduced, we
may become reliant on a limited number of external consultants for the operation of our company, any of whom may
terminate their consultancy with us at any time. The loss of some or all of our consultants could delay or inhibit our
ability to run our operations or consummate any divestitures of our remaining assets or could interfere with our ability
to receive and distribute any potential milestones from Pfizer, Boston Pharmaceuticals, Servier, or any other future
partner. While we have announced that we remain open to considering other strategic opportunities that might arise,
there is no assurance that we would be successful in pursuing any such strategic opportunities. Since we announced in
July 2023 that we intend to explore engaging in one or more strategic transactions, our strategic review process has
focused on maximizing stockholder value, which includes the maximization of potential milestone payments we are
eligible to receive. Management and the Board of Directors evaluated a broad spectrum of potential options, including
asset in- licensing, out- licensing, royalty monetization, strategic transactions (including reverse mergers, strategic
mergers, and sale), and liquidation. With the assistance of our retained strategic advisor, Stifel, Nicolaus & Company,
more than 500 companies were contacted regarding a strategic transaction, and we underwent a robust process to
identify and negotiate with a select number of final candidates. We entered into extended exclusivity with one party
contemplating a strategic merger, which centered on that party’ s interest in developing our clinical- stage asset
cinrebafusp alfa, but after extensive diligence and negotiations, that counterparty was unable to secure adequate
capitalization and offer acceptable terms. On March 27, 2024, we announced a strategy that would maximize our ability
to capture potential milestones from our licensing and collaboration agreements while maintaining the capability to
consider other strategic opportunities, which we believe offers the best opportunity to maximize stockholder value.
Despite remaining open to considering other strategic opportunities that might arise, there can be no assurance that we
will be successful in pursuing any opportunity or that any opportunity, if pursued, will be completed on attractive terms
or at all. we may rely on the support of consultants and external advisors to assist in the review of strategic opportunities
which may be costly. Additionally, there can be no assurance that any particular course of action, strategy to capture
potential milestones or other strategy, business arrangement or transaction, or series of transactions, will be successfully
pursued, consummated or lead to increased stockholder value. Such other strategies, business arrangement or
transaction, or series of transactions could lead to increased costs, dilution to our existing stockholders’ percentage of
ownership, or assumption of debt and liabilities. 290ur common stock is currently listed on the Nasdaq Capital Market,
or Nasdaq. We have no current plans to delist our common stock from Nasdaq. However, following the discontinuation
of historical research and development efforts, we may be treated as a “ public shell ” company under the Nasdaq rules
and the Securities Act of 1933, as amended, or the Securities Act, or the Exchange Act. Although Nasdaq evaluates
whether a listed company is a public shell company based on a facts and circumstances determination, a Nasdaq- listed
company with no or nominal operations and either no or nominal assets, assets consisting solely of cash and cash
equivalents, or assets consisting of any amount of cash and cash equivalents and nominal other assets is generally
considered to be a public shell company. Listed companies determined to be public shell companies by Nasdaq may be
subject to delisting proceedings or additional and more stringent listing criteria. In addition, among other requirements,
a minimum $ 1. 00 per share bid price requirement for continued inclusion on the Nasdaq pursuant to Nasdaq Listing
Rule 5550 (a) (2), or the Bid Price Requirement. The closing bid price for our common stock must remain at or above $
1. 00 per share to comply with the Bid Price Requirement for continued listing. As previously disclosed, on May 15, 2023,
we received a deficiency letter, or the Notice, from the Nasdaq Listing Qualifications Department, or the Staff, notifying
us that because the closing bid price of our common stock had fallen below $ 1. 00 per share for 30 consecutive business
days, we no longer met the Bid Price Requirement. Pursuant to Nasdaq Listing Rule 5810 (c) (3) (A), or the Compliance
Period Rule, we had an initial period of 180 calendar days, or until November 13, 2023, or the Compliance Date, to
regain compliance with the Bid Price Requirement. To regain compliance, the closing bid price of our common stock
must meet or exceed $ 1. 00 per share for a minimum of 10 consecutive business days as required under the Compliance
Period Rule (unless the Staff exercises its discretion to extend this ten- day period pursuant to Nasdaq Listing Rule 5810
(¢) (3) (H)). However, if during the compliance period our common stock has a closing bid price of $ 0. 10 or less for 10
consecutive trading days, Nasdaq will issue a Staff Delisting Determination with the potential opportunity for us to



appeal that determination. Since the closing bid price of our common stock has not met or exceeded $ 1. 00 per share for
a minimum of 10 consecutive business days prior to the Compliance Date, we requested an additional 180 calendar day
compliance period on November 6, 2023 in which to regain compliance, in which we provided written notice to Nasdaq of
our intention to cure the deficiency during the second compliance period, by effecting a reverse stock split, if necessary.
On November 14, 2023, we received a second notice from Nasdaq providing us with the additional 180 calendar days to
regain compliance. If the Staff concludes that we will not be able to cure the deficiency, or if we do not regain compliance
with the Bid Price Requirement within such additional 180 calendar day compliance period, the Staff will provide
written notification to us that our common stock will be subject to delisting. At that time, we may appeal the Staff’ s
delisting determination to a Nasdaq Listing Qualifications Panel, or the Panel. However, there can be no assurance that,
if we receive a delisting notice and appeal the delisting determination by the Staff to the Panel, such appeal would be
successful. If our common stock is delisted from Nasdaq, whether because Nasdaq determines we are a “ public shell ”,
we fail to regain compliance with the bid price requirement, or otherwise, or if in the future we determine to delist our
common stock, we would expect that such securities would qualify for trading over- the- counter, or OTC, in the United
States on a market colloquially referred to as the “ Pink Sheets. ” Securities quoted OTC are generally subject to lesser
requirements than securities listed for trading on a U. S. national stock exchange, such as Nasdaq, including reduced
corporate governance and public reporting standards. If Nasdaq should delist our common stock from trading, or if in
the future we determine to delist our common stock, a reduction in some or all of the following may occur, each of which
could have a material adverse effect on holders of our common stock: the liquidity of our common stock; the market
price of the common stock; the number of institutional and general investors that will consider investing in the common
stock; the number of investors in general that will consider investing in the common stock; the number of market
makers in our common stock; the availability of information concerning the trading prices and volume of the common
stock; and the number of broker- dealers willing to execute trades in our common stock. In addition to the foregoing,
there are certain consequences under the Securities Act of being a public shell company, including the unavailability of
Rule 144 thereunder for the resale of restricted securities and the inability to utilize Form S- 8 for the registration of
employee benefit plan securities. We may become involved in litigation, including securities class action litigation, that
could divert management’ s attention and harm the company’ s business, and insurance coverage may not be sufficient
to cover all costs and damages. In the past, litigation, including securities class action litigation, has often followed
certain significant business transactions, such as the sale of a company or announcement of any other strategic
transaction, or the announcement of negative events, such as negative results from clinical trials. These events may also
result in investigations by the SEC. We may be exposed to such litigation even if no wrongdoing occurred. Litigation is
usually expensive and diverts management’ s attention and resources, which could adversely affect our business and
cash resources and our ability to execute our strategy to capture potential milestones from licensing and collaboration
agreements while maintaining the ability to consider other strategic opportunities. Any potential changes to our
leadership structure as a result of our workforce reduction and restructuring could adversely affect our business. As a
result of our decision to conduct a workforce reduction and additional restructuring, we may implement changes to our
leadership and governance structure. Any personnel transition that may result could be difficult and inherently cause
some loss of institutional knowledge and skills, which could negatively affect our results of operations and financial
condition. Our ability to execute our business strategies may be adversely affected by the uncertainty associated with
these transitions and changes to leadership and governance structures, and the time and attention of the board and
management dedicated to such changes and transitions could disrupt our business. Further, we cannot guarantee that
we will not face other transitions in the future. Although we generally enter into employment agreements with our
executives, our executive officers may terminate their employment relationship with us at any time, and we cannot
ensure that we will be able to retain the services of any of them. Our leadership’ s knowledge of our business and
industry could be difficult to replace, and management turnover could negatively affect our business, growth, financial
conditions, results of operations and cash flows. Risks Related to Our Business, Financial Position, Capital Requirements,
Managing our Growth and Other Legal Compliance Matters We have incurred significant losses since our inception and
anticipate that we will continue to incur losses for the foreseeable future. We currently have no product revenues and no
approved products and will rely on our partnered IO programs to generate revenue. e are a clinical- stage
biopharmaceutical company. To date, we have not generated any commercial sales revenue, are not profitable, and have
incurred losses since our inception in 2001. For the years ended December 31, 2023 and 2022 and-2024-, we reported net losses
of $ 24. 5 million and $ 33. 3 million ard-$45—Fmithien, respectively. As of December 31, 2022-2023 | we had an
accumulated (k icit of § %99—315 4—0 million. We expect to continue to incur losses for the foreseeable f uluu Fand-we-expeet

W-rth—%m ier, -Seageﬁ—Pﬁzer nnd Boxton Ph(umauullmls in l() ()Lll l() partnered pfegf&fn—programs tﬂel-uées— 1nclude
S095012 ( PRS- 344 ) £5695642-in partnership with Servier, SGN- BB228 (PRS- 346) in partnership with Pfizer, and BOS-
342 (PRS- 342) in partnership with Boston Pharmaceuticals, which is-are all currently in phase | studies. Fogether-In July
2023, AstraZeneca notified us of its intention to terminate the AstraZeneca Collaboration Agreement and the
AstraZeneca Platform License, which terminations became effective October 15, 2023. AstraZeneca’ s decision to
terminate these programs-withrestult-agreements was based on non- clinical safety findings in etr-eentintedineurrenee-a 13-



week toxicology study of elarekibep in non- human primates sig

resetrees-. If our research and development efforts, including p1ec11n1cdl studies or clmlcal trials for any of our partnered drug
candidates fail or produce unsuccessful results and those drug candidates do not gain regulatory approval, or if any of our drug
candidates, if approved, fail to achieve market acceptance, we may never become profitable. In addition, the failure of one drug
candidate or program may have an adverse impact on other drug candidates and programs within our class of Anticalin- based
therapies. Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent periods. Our
p1101 losses combmed w 1th expected future losses ha\ e hdd and will continue to have an adverse effect on our stockholdeu

new products w1th any of b

sueeeed—rn—eﬁe-erour ex1st1ng cash
bﬁsrness—prespeets—andﬂ#e—e*peet—&ns—to-eeﬂﬁﬂue—m—futu1e peﬂeels—mllestone payments we may recelve Our failure to
achieve these potential milestone payments H-one-or-more-elnieat-trials-of elarekibep-isnotsueeessfulit-would materially

harmr-depress the value of our company A declme in the value of our company could also cause our stockholders to lose
all eur—- or part ma OSP ; s-of eperations-their investment . We-30In the event
we determine to pursue any future product development efforts, we will need substantml additional funding to continue our

operations . We-maynotbe-In that case, if

we are able-unable to raise Cap1tdl when needed we +P&t—a-H—efeﬁ—terﬁrs—&eeept&b-le—te—us—w-h-reh—\ rould be foree-forced ws-to
delay, reduce , or eliminate such seme-er-al-efeurproduct development programs or commercialization efforts and-eetld-eause

etuebus-rness—te—fa-rl- Our operations have consumed substantial amounts of cash since our inception. We-Although we are not
developing any drug product candidates and do not have any current plans to do so, if we determine to pursue any
future product development efforts, we expect te—that we would incur s1gn1ﬁcant research and development expenses and

distribution—. Furthermore, we expect to continue to incur dddltlondl costs dssocmted with opemtmg asa publ]c company. We
may also encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may increase our
capital needs and / or cause us to spend our cash resources faster than we expect. To date, we have financed our operations
through a mix of equity investments from private and public investors, the incurrence of debt, grant funding and the receipt of
up- front and milestone payments due under our various collaboration agreements, and we may require additional expeetto
eontinte-to-finanee-financing our-to fund operations in partthrough-eguity-investments-order to execute our current business
strategy and maintain our ability to receive some or all of the milestones from our IO partnered programs publie
vestorsfor-the-fereseeable-future-. Additional funding frem-these-erothersenrees-may not be available when or in the
amounts needed, on acceptable terms, or at all. As of the filing of this Annual Report on Form 10- K, we will be subject to
the SEC general instructions of Form S- 3 known as the' baby shelf rules." Under these instructions, the amount of
funds we can raise through primary public offerings of securities in any 12- month period using our registration
statement on Form S- 3 is limited to one- third of the aggregate market value of the shares of our common stock held by
non- affiliates. Therefore, we will be limited in the amount of proceeds it is able to raise by selling shares of our common
stock using our Form S- 3, including under the ATM Program, until such time as our public float exceeds $ 75 million.
Furthermore, if we are deemed to be a shell company, the baby shelf rules, and therefore our Form S- 3, would not be
available to us. Our ability to secure additional funding fremthese-er-ethersetrees-could be significantly impacted by a
multitude of events that are beyond our control, including, but not limited to, changes in the macroeconomic environment and
other events affecting the stock market, including the availability of research and other information, favorable or unfavorable,
published by securities or industry analysts and news agencies. 49Raisirrg—- Raising capital through the sale of equity or



securities convertible into equity would result in dilution to our then- existing stockholders, which could be significant
depending on the price at which we may be able to sell our securities. If we raise additional capital through the incurrence of
indebtedness, we would likely become subject to covenants restricting our business activities, and holders of debt instruments
may have rights and privileges senior to those of our equity investors. In addition, servicing the interest and principal repayment
obligations under debt facilities could divert funds that would otherwise be available to support research and development,
clinical or commercialization activities. I[f we obtain capital through collaborative or licensing arrangements, these arrangements
could require us to relinquish rights to our Anticalin- based technology or drug candidates and could result in receipt of only a
portion of the revenues associated with the potential commercialization of our partnered drug candidates. H-we-are-anableto

international operations pose currency risks, which may adversely affect our operating results and net income. Due to our
operations outside of the United States, we are exposed to market risk related to changes in foreign currency exchange rates.
Changes in the relative values of currencies occur regularly and, in some instances, could materially adversely affect our
business, our financial condition, the results of our operations or our cash flows. Our operating results may be affected by
volatility in currency exchange rates and our ability to effectively manage our currency transaction risks. Our reporting currency
is the U. S. dollar, however, 75-81 % of our operating expenses and all of our revenues are recorded in non- U. S. entities. As
such, our financial statements are translated for reporting purposes as follows: (1) asset and liability accounts at year- end rates,



(2) income statement accounts at weighted average exchange rates for the year and (3) stockholders’ equity accounts at
historical rates. Corresponding translation gains or losses are recorded in stockholders’ equity. We incur currency transaction
risks whenever we enter into either a purchase or a sale transaction using a currency other than the euro, our functional currency,
particularly in our arrangements for the purchase of supplies or licensing and collaboration agreements with partners outside of
the United States. In such cases, we may suffer an exchange loss because we do not currently engage in currency swaps or other
currency hedglng %trategre% to addres% this risk. v A ate-an S

manage our foreign currency exposure in a manner that Would elnnrnate the effects of changes in forergn exchange rates.
Therefore, changes in exchange rates between these foreign currencies and the U. S. dollar will affect our revenues and expenses
and could result in exchange losses in any given reportrng period. Given the volatility of exchange rates ;-espeetaly-as-a-resalt

: v , we can give no assurance that we will be able to effectively manage our
currency transaction risks or that any Volatrhty in currency exchange rates will not have an adverse effect on our results of
operations. 5+We-We are subject to anti- corruption laws, as well as export control laws, customs laws, sanctions laws and other
laws governing our operations. If we fail to comply with these laws, we could be subject to civil or criminal penalties, other
remedial measures and legal expenses, which could adversely affect our business, results of operations and financial condition.
Our operations are subject to anti- corruption laws, including the FCPA, and other anti- corruption laws that apply in countries
where we do business and may do business in the future. The FCPA and these other laws generally prohibit us, our officers, and
our employees and intermediaries from brrbrng, being bribed or making other prohibited payments to government officials or

other persons to obtarn or retarn business or galn some other business advantage We may-in-the-fatare-operate-irjurisdietions

e may participate in collaboratron% and relatron%hrp% with third parties

assurance that we will be conlpletely effectrve in ensuring our comphance Wrth all apphcable anti- corruption laws 1nclud1ng
the FCPA, or other legal requirements, including Trade Control laws. If we are not in compliance with the FCPA and other anti-
corruption laws or Trade Control laws, we may be subject to criminal and civil penalties, disgorgement and other sanctions and
remedial measures, and legal expenses, which could have an adverse impact on our business, financial condition, results of
operations and liquidity. Likewise, any investigation of any potential violations of the FCPA, other anti- corruption laws or
Trade Control laws by U. S. or other authorities could also have an adverse impact on our reputation, our business, results of
operations and financial condition. 31If we fail to comply with environmental, health and safety laws and regulations that
apply to us, we could become subject to fines or penalties or incur costs that could harm 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. Our operations have historically involved
and may continue to involve the use of hazardous and flammable materials, including chemicals and biological materials. Our
operations have historically involved and may continue to also produce hazardous waste products. We generally contract with
third parties for the disposal of any hazardous materials and wastes. The use of these materials in our business could result in
contamination or injury, which could cause damage for which we may be responsible but may not have sufficient resources to
pay. We also could incur significant costs associated with civil or criminal fines and penalties for failure to comply with these
laws and regulations, which we may not be able to afford. Although we maintain workers’ compensation insurance for our
operations in Germany to cover us for costs and expenses we may incur due to injuries to our employees resulting from the use
of hazardous materials, this insurance may not provide adequate coverage against potential liabilities. We do not maintain
insurance for environmental liability or toxic tort claims that may be asserted against us in connection with our storage or
disposal of biological, hazardous or radioactive materials. In addition, we may incur substantial costs in order to comply with
current or future environmental, health and safety laws and regulations applicable to us. These current or future laws and
regulations may impair our research, development or production efforts or impact the research activities we pursue, particularly
with respect to research involving human subjects or animal testing. Our failure to comply with these laws and regulations also
may result in qub%tantral ﬁneq penaltreq or other sanctions, whrch could cause our financial condition to suffer. Hea-l-t-h—aﬁd




may be hmrted in our use of our net operating loqs Carryforwardq As of December 31, %92%2023 we had net operatrng loss
carryforwards for United States federal income tax purposes of $ 3843 . 64 million and net operating loss carryforwards for
state income tax purposes of $ 42-46 . 4-7 million. Tax loss carryforwards that were generated prior to December 31, 2017
expire through 2037; U. S. federal tax loss carryforwards generated after that date do not expire. State loss carryforwards expire
starting in 2035. In the United States, utilization of the net operating loss carryforwards may be subject to a substantial annual
limitation under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, and similar state provisions due to
ownership change limitations that have occurred previously or that could occur in the future. These ownership changes may
limit the amount of net operating loss carryforwards that can be utilized annually to offset future taxable income and tax,
respectively. If we were to lose the benefits of these loss carryforwards, our future earnings and cash resources would be
materially and adversely affected. We completed a Section 382 study through December 31, 2020. Based on the study, we
underwent an ownership change for Section 382 purposes which occurred in February 2018. As a result of the ownership
change, our net operating loss and tax credit carryforwards as of the ownership change dates are subject to limitation under
Section 382; however, these limitations are not expected to result in any of the impacted net operating loss and tax credit
carryforwards to expire unutilized. Any net operating losses or tax credits generated after the February 2018 change are not
subject to this annual limitation. However, subsequent ownership changes, as defined by Section 382, may potentially further
limit the amount of net operating loss and tax credit carryforwards that could be utilized to offset future taxable income and tax.
As of December 31, 28222023 , we had German corporate income tax and trade tax net operating loss carryforwards of
approximately $ +63-187 . 3-6 million and $ +66-183 . 7 4mittier million , respectively, which may be used to reduce our
future taxable income in Germany. Under current German laws, tax loss carryforwards may only be used to offset any relevant
later assessment period (calendar year) by $ 1. 2 million plus 60 % of the exceeding taxable income and trade profit of such
period and do not expire. In addition, certain transactions, including transfers of shares or interest in the loss holding entity, may
result in the partial or total forfeiture of tax losses existing at that date. Partial or total forfeiture of tax losses may further occur
in corporate reorganizations of the loss holding entity. Our business and operations would suffer in the event of system failures,
and our operations are vulnerable to interruption by natural disasters, terrorist activity, power loss, adverse public health events
and other events beyond our control, the occurrence of which could materially harm our business and drug development efforts.
Despite the implementation of security measures, our internal computer systems and those of our contractors and consultants are
vulnerable to damage from computer viruses, hacking, ransomware, cyber- attacks, unauthorized access as well as
telecommunication and electrical failures. Our information technology and other internal infrastructure systems, including
corporate firewalls, servers, leased lines and connection to the Internet, face the risk of systemic failure that could materially
disrupt our operations. Although we have invested significant resources to enhance the security of our computer systems, there
can be no assurances we will not experience unauthorized intrusions into our computer systems, or those of our CROs, vendors,
contractors and consultants, that we will successfully detect future unauthorized intrusions in a timely manner or that future
unauthorized intrusions will not result in material adverse effects on our financial condition, reputation or business prospects.
While we have not experieneed any such material system failure, accident or security breach to date, if such an event were to

occur and cause 1nterrupt10n% in our operatroni it Could result ina materral lmpact d-tsrupﬁeﬁ-ef—eﬁr—d:fug-deve}epment-

have—a—mﬁterta-l-advefse—effeet—eﬂ—our bu%rneq% In addltlon Ger-tam—certaln data eecurrty breacheq muqt be reported to affeeted
individuals and the government, and in some cases to the media, under provisions of HIPAA, other U. S. federal and state law
and requirements of non- U. S. jurisdictions, and financial penalties may also apply. If any disruption or security breach resulted
in a loss of or damage to our data or apphcatrom or 1nappr0pr1ate drscloiure of Conﬂdentral or proprietary information, we
could incur liability & 0 : ; yed-. We are also vulnerable to
accidents, electrical blackouts, labor qtrrke% terrorist activities, war, natural disasters, adver%e public health events and other
events beyond our control, and we have not undertaken a systematic analysis of the potential consequences to our business as a
result of all of such events and do not have an applicable recovery plan in place. Any disruption to our operations or the

operations of our collaborators efs'ttpp-l-tefs—from these kinds of events Would hkely 1mpact our d-rug—éeve{epmeﬂt—effeﬁs;

operating results and eu-reﬁnancral condrtron —W

Although we carty insurance to protect us against some losses or damage% resultlng from certain type% of drqasterq the eXtent of
that insurance is limited in scope and amount, and we cannot assure you that our 1n§urance coverage will be sufficient to satisfy
any damages and losses. ; ; ; ; A6 an ;




have a material adverse effect on our business, hnancml posmon results of opeldtlons and prospects. 9&%320ur failure

enrrent-operations-are-targely-coneentratedntwo— to comply with data protection laws and regulations could lead to

government enforcement -}eeat-reﬂs—~ actions , prlvate lltlgatlon and ﬁny—/ or adverse eveﬁfs—publlclty and could negatlvely

subject to data protectlon laws and regulatlom that address prwacy and ddta secumy The le<r1slat1ve dnd regulatory landscape
for data protection continues to evolve, and there has been an increasing focus on privacy and data security issues with the
potential to affect our business. In the United States, numerous federal and state laws and regulations, including state data breach
notification laws, state health information privacy laws and federal and state consumer protection laws govern the collection,
use, disclosure and protection of health- related and other personal information. Failure to comply with data protection laws and
regulations could result in government enforcement actions, which could include civil or criminal penalties, private litigation
and / or adverse publicity and could negatively affect our operating results and business. For example, California kas-enacted the
California Consumer Privacy Act, or CCPA, which went into effect in January 2020. The CCPA creates data establishes-a-new
privacy framewotk-obligations for covered businesses by-ereating-anand exp&nded—éeﬁm&e&ef—pefseﬂa-l—rﬂ-fefma&eﬁ—
establishing-establishes new-data privacy rights for California residents, and oty
damages-framework-including the right to opt out of certain disclosures of thelr 1nformat10n. The CCPA prov1des for civil
penalties for violations , as well as a private right of action the-CE€PA-and-for businesses-thatfat-to-implementreasonable
seeﬁfrfy—pfeeedufes—aﬂd-pfaeﬁees—te—pfeve&t—ddta breaches. Additionally #2620~ California voters passed the California
Privacy Rights Act, or CPRA, which became effective January 1, 2023. The CPRA significantly amends the CCPA, and
imposes potentially-resultingin-furtheruneertainty;-additional data protection obligations on covered businesses, including

eosts-and-expensesiraneffortto-eomply-and-additional petential-consumer rights processes, limitations on data uses, new
audit requirements for harnrhigher risk data, and Lability-opt outs for fatture-te-eomply-certain uses of sensitive personal

information . The Amongother-things;the-CPRA also established a new regulatory authority, the California Privacy
Protection Agency, which is tasked with enacting new regulations under the CPRA and will have expanded enforcement
authority —Effeetive-, which may result in increased privacy and information security enforcement in California. In
addition to California, more U. S. states are enacting similar consumer privacy legislation, increasing compliance
complexity and increasing risks of failures to comply. As of 2023, Virginia, Colorado, Connecticut and Utah enacted similar
comprehensive data protection laws ;and-othert-. S—states-Additional consumer privacy laws have preposalsunder
eonsiderationalso been enacted in Delaware , inereasing-Indiana, lowa, Montana, New Jersey, Oregon, Tennessee, and
Texas, which laws will take effect over the next the-three years regulatory-eomphaneerisk-. S4Numerous—- Numerous other
countries have, or are developing, laws governing the collection, use and transmission of personal information as well. For
example, the European Union” s General Data Protection Regulation, or GDPR, wentinte-which took effect in 2018 and-,
imposed a broad data protection framework that expanded the scope of Bb-data protection law rinelading-across the European
Union and European Economic Area (“ EEA ”) and can apply to non- EU entities that process, or control the processing of,
personal data relating to individuals located in the EB-EEA , including clinical trial data. The GDPR sets out a number of
requirements that must be complied with when handling the personal data of EB-EEA- based data subjects, including: providing
expanded disclosures about how their personal data will be used; higher standards for organizations to demonstrate that they
have obtained valid consent or have another legal basis #rplaee-to justify their data processing activities; the obligation to
appoint data protection officers in certain circumstances; new rights for individuals to be “ forgotten ” and rights to data
portability ;-as-wel-as-enhaneed-eurrent; an expansion of data subject rights with respect to access and control over their
personal data (c. g., access requests); requirements for the-prineipal-efaceountability-and-demonstrating compliance through
policies, procedures, training and audit; and a new mandatory data breach reporting and netification regime. In particular,
medical or health data, genetic data and biometric data are all classified as * special category ” data under the GDPR and are
therefore subject to afferd-greaterproteetion-andrequire-additional compliance obligations. Further, BEBFEEA member states
have a broad right to 1mp0§e dddmondl conditions — 1nclud1ng restrictions — on these data categories in connection with
permitted derogations —Fh : ; ; ate-from the requirements of the GDPR
mainly in regard to specific processing situations (mcludmo specml category data and processing for scientific or statistical
purposes). We are subject to the GDPR and the German federal data privacy law, the Bundesdatenschutzgesetz, and we are
subject to the regulatory authority of the Bavarian data protection authority, the BayLDA. As the EU states continue to reframe
their national legislation to harmonize with the GDPR, we will sreedte-monitor compliance with all relevant EU member states’
laws and regulations, including where permitted derogation from the GDPR are introduced. We are also subject to evolving EU
laws on data export since ;-beeanse-we transfer data to countries outside of the BE-EEA , including the United States and
United Kingdom, to ourselves or third parties. The GDPR only permits exports of data outside of the EG-FEEA where there is a




suitable data transfer selatien-mechanism in place to safeguard personal data (e. g., the EU Commission approved Standard
Contractual Clauses). On July 16, 2020, the Court of Justice of the EU, or the CJEU, issued a landmark opinion in the case
Maximilian Schrems vs. Facebook (Case C- 311 / 18) (Schrems II). This decision calls into question certain data transfer
mechanisms as between the EU member states and the US. The CJEU is the highest court in Europe and the Schrems II decision
heightens the burden on data importers to assess U. S. national security laws on their business and to evaluate risks of
potential fines and penalties and / or data transfers from the EU being halted. On July 10, 2023, the EU Commission
adopted an adequacy decision for a new mechanism for transferring data from the EU to the United States — the EU- US
Data Privacy Framework (the “ Framework ). The Framework provides EU individuals with several new rights,
including the right to obtain access to their data, or obtain correction or deletion of incorrect or unlawfully handled data.
The adequacy decision followed the signing of an executive order introducing new binding safeguards to address the
points raised in the Schrems II decision. Notably, the new obligations were geared to ensure that data can be accessed by
US intelligence agencies only to the extent necessary and proportionate and to establish an independent and impartial
redress mechanism to handle complaints from Europeans concerning the collection of their data for national security
purposes. The EU Commission will continually review developments in the US along with its adequacy decision.
Adequacy decisions can be adapted or even withdrawn in the event of developments affecting the level of protection in
the applicable jurisdiction. futare-Future actions of EU data protection authorities are difficult to predict at-the-early-date-.
Consequently;-Reliance on the Framework to enable cross- border transfers without certain contractual and there-—- other
representations is dependent upon certification to semerisk-efany-data-transfersfronrthe Eb-betnghatted-Framework,
which we have not yet done . [f we have to rely on third parties to carry out services for us, including processing personal data
on our behalf, we are required under GDPR to enter into contractual arrangements to help ensure that these third parties only
process such data according to our instructions and have sufficient security measures in place. Any security breach or non-
compliance with our contractual terms or breach of applicable law by such third parties could result in enforcement actions,
litigation, fines and penalties or adverse publicity and could harm consumer confidence eatse-etstomers-to-tose-trustin us,
which would have an adverse impact on our reputation and business. Any contractual arrangements requiring the processing of
personal data from the EH-EEA to us in the United States will require greater scrutiny and assessments as required under
Schrems II and may have an adverse impact on cross- border transfers of personal data, or increase costs of compliance. The
GDPR provides an enforcement authority to impose large penalties for noncompliance, including the potential for fines of up to
€ 20 million or 4 % of total the-annual-global revenues-turnover from the preceding fiscal year of the noncompliant company,
whichever is greater. Applicable data privacy and data protection laws may conflict with each other, and by complying with the
laws or regulations of one jurisdiction, we may-find-that-we-are-violating-cannot be assured of compliance with the laws or
regulations of another jurisdiction. Despite our efforts, we may not have fully complied in the past and may not in the future.
That could require us to incur significant expenses, which could significantly affect our business. Failure to comply with data
protection laws may expose us to risk of enforcement actions taken by data protection authorities or other regulatory agencies,
private rights of action in some jurisdictions, and potential significant fines and penalties if we are found to be non- compliant.
Furthermore, the number of government investigations related to data security incidents and privacy violations eentite
contlnues to increase dnd government inv estlg,atlons typudlly reqmre significant resources and g genemte negative publicity,




v . S. tax legislation and future ChdnLeS
to appllcable U. S. or fOIewn tax laws dnd 1egu1at10ns may have a materlal adx erse eﬁegt on our business, financial condition
and results of operations. We are subject to income and other taxes in the United States and foreign jurisdictions. Changes in
laws and policy relating to taxes or trade may have an adverse effect on our business, financial condition and results of
operations. This Annual Report on Form 10- K does not discuss any such tax legislation or changes to tax laws and regulations,
or the manner in which it might affect us or purchasers of our securities. We urge our investors to consult with their legal and tax
advisors with respect to such legislation and the potential tax consequences of investing in our securities. We are also subject to
different tax regulations in each of the jurisdictions where we conduct our business or where our management is located. We
expect the scope and extent of regulation in the jurisdictions in which we conduct our business, or where our management is
located, as well as regulatory oversight and supervision, to generally continue to increase. Generally, future changes in

appll lble U S or fOIewn tax laws dnd Iegulatlons or thelr mtelpretatlon and appllcatlon could hd\ e an adverse effect on our




ea-nd-td&tes— We could be sub]ect to ploduet lmblllty lawsuits if any dlug Cdndlddte we develop dllegedly causes injury or is
found to be otherwise unsuitable for human use during product testing, manufacturing, marketing or sale. Any such product
liability claim may include allegations of defects in manufacturing, defects in design, a failure to warn of dangers inherent in the
product, negligence, strict liability and a breach of warranties. Claims could also be asserted under state consumer protection
acts. If we cannot successfully defend ourselves against these claims, we will incur substantial liabilities er-be-required-to-imit
eommeretalization-ofourproduet-eandidates- Even successful defense would require significant financial and management
resources. Regaldless 01‘ merit or ev entual outcome, lldblllty claims may result in +=-, among other thlngs, reduced resources of

injury to our
leputatlon and si gnmcant negatl\ e medld attention —‘—Wtﬂ&el-fawed—e-ﬁ 51gn1ficant costs to defend the related litigation,

substantlal monetary awards to CllnlCdl trial }’)dltlLldet% or sites—s-stgnifteant-eosts-to-defend-the-relateditigation—
i patients , and ++Jess-efreventer=-increased insurance osts —&ﬁd-*

amount and on terms and Condmons that are customary f01 smnlcnly situated companies and that are satlsfactmy to our board of
dnectms our insurance cov erage may not reimburse us or may not be sufficient to 1e1mbmse us for any expenses or losses we







-Brseevery—a-nd—De\ elopment and Commerclallzatlon of ()u1 Druo C andldates Although we have in the past depended
heavily on the success of our drug candidates and programs, we do not have any product candidates currently in active
development. Future clinical trials, if any, may not be successful and we cannot be certain that we will receive regulatory
approvals or be able to successfully commercnallze our products even if we recelve regulatory approvals. We cunently

ve plans to 1ndependently

trresearch-and-development—-- develop any aefwr&es—wﬁh—respeet—te—a—ntufﬂaer—eﬁrddmeﬂahhug product candldates and
programs-. All of our ether-10 drug candidates are being developed in the-diseevery-partnership with er-our collaborators
eatlypreehintea-to-IND—enablingstage-. Accordingly, our business is currently substantially dependent on the successful
development, clinical testing, regulatory approval and commercialization of elarelibep; PRS-226;-and-our partnered other
respiratery-andHO-programs, which may never occur. Befere-we-eangenerate-anyreventes-For example, in July 2023

AstraZeneca notified us of its intention to terminate the AstraZeneca Collaboration Agreement and the AstraZeneca
Platform License, which terminations became effective October 15, 2023. AstraZeneca’ s decision to terminate these
agreements was based on non- clinical safety findings in a 13- week toxicology study of elarekibep in non- human
primates. 34In order for us to achieve potential milestones or royalties from sales-ef-our partnered programs lead-drag
eandidates-, we-our partners must complete some or all of the following activities fereaeh-ofthem, any one of which swe-may
not be able-te-successtfully eemptete-completed : * conduct additional preclinical and clinical development with successful
outcomes; * manage preclinical, manufacturing and clinical activities; ¢ obtain regulatory approval from the FDA and other
comparable foreign regulatory authorities; ¢ establish manufacturing relationships for the clinical and post- approval supply of
the applicable drug candidate in compliance with all regulatory requirements; ¢ build a commercial sales and marketing team,
either internally or by contract with third parties; ¢ establish and maintain patent and trade secret protection or regulatory
exclusivity for our product candidates; ¢ develop and implement marketing strategies for successful commercial launch of our
product candidates, if and when approved; ¢ secure acceptance of our products, if and when approved, by patients, from the
relevant medical communities and from third- party payors; ¢ compete effectively with other therapies; ¢ establish and maintain
adequate health care coverage and reimbursement;  ensure continued compliance with any post- marketing requirements
imposed by regulatory authorities, including any required post- marketing clinical trials or the elements of any post- marketing
REMS that may be required by the FDA or comparable requirements in other jurisdictions to ensure the benefits of the product
outweigh its risks; * maintain continued acceptable safety profile of the product candidates following approval; and ¢ invest
significant additional cash in each of the above activities. If we-our partners are unable to address one or more of these factors



in a timely manner or at all, sve-there could expertenee-be significant delays in the successful commercialization of, or an
inability to successfully commercialize, our product candidates, which would materially harm our business. If sve-de-notreeetve
regulatory approvals are not received for one or more of our product candidates, we may not be able to continue our operations.
Even if sve-our partners successfully obtain regulatory approvals to manufacture and market our product candidates, eur
revenues will be dependent, in part, upon the size of the markets in the territories for which se-gatnregulatory approval is
obtained and have-where there is commercial rights, competitors products in the same markets, market acceptance, and other
factors. If the markets for patient subsets that swe-arc targeting-targeted arc not as significant as we estimate, we-may-tot
generate-significant revenues may not be generated from sales of such products, if approved. Clinical testing of our elarelibep
and-PRS-—226;-and-eertairother-1O partnered programs is ongoing, while clinical testing for other IO programs, inelading-our
for example other—-- the respiratory-preclinical programs with Pfizer , has-have not yet commenced, and the results of any
future clinical trials or preclinical studies of these programs, if unsuccessful, could lead to ear-abandonment of the development
of those drug candidates. If studies of these drug candidates produce unsuccessful results and se-our partners are forced or
elect to cease their development, our business and prospects could be substantially harmed. Preclinical and clinical testing of
drug candidates that has been conducted to date or will be conducted in the future may not have been or may not be
performed in compliance with applicable regulatory requirements, which could lead to increased costs or material delays
for their further development. 62Given—- Given the complexity as well as the uncertainty inherent in preclinical and other
nonclinical studies and clinical trials, and because of our limited operating experience, we may discover that our own
development activities are not in compliance with applicable regulatory requirements or are otherwise deficient, and therefore,
determine that the development of our drug candidates on the basis of those trials and studies is not warranted or will be
delayed. We have afse-entered into license, partnership and option arrangements, such as with Servier, AstraZeneea-Pfizer , and
Seagen;-Boston Pharmaceuticals and-Genenteeh, relating to certain drug candidates and we may continue to do so in the future.
Under some of these arrangements, the development of some of those drug candidates has been, or in the future may be,
conducted wholly by such partners or third parties with which the partners contract. As a result, we have not been or may not be
closely involved with or have any control over those development activities. Although some of our partners have provided
information regarding those drug candidates and the related studies conducted to date, including data that +s-has been included
in this-our Annual Repert-Reports on Form 10- K, we have not received and may not receive in the future, comprehensive
information regarding all of those development activities, including the raw data from certain studies that have been conducted,
information regarding the design, procedural implementation and structure and information regarding the manufacture of the
drug candidates used in the studies. Because we may have limited or no input on the development of these drug candidates, we
may discover that all or certain elements of the trials and studies our partners have performed have not been, or may not in the
future be, in compliance with applicable regulatory standards or have otherwise been or may be deficient, and that advancement
of the development of these drug candidates on the basis of those trlals and studies is not Warranted Further the majorrty of our
development activities for each of our drug candidates, 4 G
Z2a-stady-with-elarekibep-at-multiple-sites-globally;-and any etueaﬂt-rerpated-future chnlcal trlals have been, are belng or may in
the future be conducted in whole or in part outside of the United States, including in Europe, Australia or Asia. ¥We-Our
partners may also conduct seme-efeur-future development activities in other countries or regions. As a result, although those
studies may meet the standards of applicable foreign regulatory bodies, the structure and design of those clinical trials and
preclinical studies may not meet applicable FDA requirements and also may not meet the requirements of the applicable
regulatory authorities in other foreign countries in which we desire to pursue marketing approval. If the studies conducted by us
or our partners or collaborators do not comply with applicable regulatory requirements or are otherwise not eligible for
continued development in the United States or abroad, then we-er-outpartners-maybe-foreed-toeonduetnew studies may be
required in order to progress the development of our drug candidates. Our We;-er-eur-partners ymay not have the funding or
other resources to conduct or complete these additional studies, which would severely delay or prevent the development plans
for these drug candidates and their commercialization. Any such deficiency and delay in the development of these drug
candidates could slgnrflcantly harm our business plans product revenues and prospects. Biopharmaeettieal-prodaet-Clinical

drug development 58 e-involves a lengthy substantial-degree-of risk:
- and expensive process dﬂg—t-her&peu&es—fer—paﬁents—wrth
uncertaln outcomesa—vaﬂefy—e-ﬁdiseases—a-nd-eeﬂd-r&eﬁs— chnlcal trlals steh-a 5

6 ort teatt and- - and d-rttg—t-hefa-pettﬁes—lmplement and
any of our partners werlﬁe—adva—nee—t-hese—te—a—chnlcal trlals could produce unsuccessful results or fail at any stage ef




nldls conducted on humans are expensive and can take many years to complete, and outcomes are 1nhe1ently uncert’nn Failure
can occur at any time during the process. Additionally, any positive results of preclinical studies and early clinical trials of a
drug candidate may not be predictive of the results of later- stage clinical trials, such that drug candidates may reach later stages
of clinical trials and fail to show the desired safety and efficacy traits despite having shown indications of those traits in
preclinical studies and early- stage clinical trials. A number of companies in the biopharmaceutical industry have suffered
significant setbacks in advanced clinical trials due to lack of efficacy or adverse safety profiles, notwithstanding promising
results in earlier phases of the trials. Therefore, the results of any ongoing or future clinical trials we-our partners conduct may
not be successful. A-35For example, in June 2023, AstraZeneca communicated to us its decision to discontinue and cease
dosing in the ongoing clinical studies of elarekibep. This decision was based on lung findings from a non- clinical 13-
week GLP toxicology study with dry powder inhaler- formulated elarekibep, which did not support long- term use and
progression to later- stage development. The 13- week non- human primate study included three active dose cohorts.
AstraZeneca concluded that there were no clinical observations across any of the doses but that there were respiratory
tract pathology findings. These findings included inflammation- mediated lung tissue damage, which did not appear to
be dose related. AstraZeneca’ s decision was made independent of any data from the phase-Phase 2a study for-. In July
2023, AstraZeneca notified us of its intention to terminate the AstraZeneca Collaboration Agreement and the
AstraZeneca Platform License, which terminations became effective October 15, 2023. AstraZeneca’ s decision to
terminate these agreements was based on non- clinical safety findings in a 13- week toxicology study of clarckibep was

-rn-rﬁated—m non %92—1—a—phase—1—study—fer—P-R—S—~ human prlmate %Gwsmdﬁn—eefeber%@%%—a-phase%—ﬂ—smdy—fe%

€OHD—19pandemtey, such as: * delay or failure in reaching agreement Wlth the FDA ora comparable f01e10n regulatory
authority on a trial design that-we-are-able-te-exeette; * delay or failure in obtaining authorization to commence a trial,
including approval from the appropriate IRB to conduct testing of a candidate on human subjects, or inability to comply with

conditions 1mp0§ed by a regulatory authorlty regardlng the scope or design of a cllnlcal trial —‘—de{ay—m—feaeh-mg—effa-r}&fe—te

inability, delay or f"nlure in identifying dnd mznntznnln;a a sufnelent numbel of trlal s1tes many of Wthh may already be
engaged in other clinical programs; ¢ delay or failure in recruiting and enrolling suitable volunteers or patients to participate in a
trial; « delay or failure in developing and validating companion diagnostics, if they are deemed necessary, on a timely basis; ¢
failure of trial participants to complete a trial or return for post- treatment follow- up; ¢ inability to monitor trial participants
adequately during or after treatment;  clinical sites and investigators deviating from trial protocols, failing to conduct the trial in
accordance with regulatory requirements or dropping out of a trial; « failure to initiate or delay of or inability to complete a
clinical trial as a result of a clinical hold imposed by the FDA or comparable foreign regulatory authority due to observed safety
findings or other reasons; * negative or inconclusive results in our clinical trials, and etr-a decision to or regulators’ requirement
that we-eenduet-additional non- clinical studies s-or clinical trials be conducted or that we-abanden-one or more of our
partnered product development programs be abandoned or e 1nab111ty to manufacture sufficient qudntmes of a drug candlddte

Furthel we-our partners may dlSO encounter del"lys ifa cllnlcal trial is suspended
or terminated by us, by any IRB or ethics committee, by a Data Safety Monitoring Board, or DSMB, or by the FDA, EMA,
MHRA, or other regulatory authority. A suspension or termination may occur due to a number of factors, including failure to
conduct the clinical trial in accordance with regulatory requirements, inspection of the clinical trial operations or trial site by the
FDA, EMA, MHRA or other regulatory authorities, exposing participants to health risks caused by unforeseen safety issues or
adverse side effects, development of previously unseen safety issues, failure to demonstrate a benefit from using a drug

candidate or changes in governmental regulations or administrative actions. We cannot predict with any certainty the schedule

for commencement or completion of any currently ongomg planned or future chnlcal trials. M&n-y—e-ﬁt-he—fae’fefs—t-h&t—eﬂﬁse,—ef

a-ppreva-l—fer—eufpfeduet—eaﬂd-tda’ées—lf we-our partners experience del"lys n the commencement or complenon of or

suspension or termination of, any clinical trial for our drug candidates, the commercial prospects of the drug candidate could be
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The rl;chts and obligations of the partners to which we may llcense our Antlcalm based technology are governed by the

licensing and COHdbOIdthH dgeements we enter into with those partners Our{-ﬂ—&dd-r&eﬂ—etﬂhfe}a-&eﬁs-lﬂps—wrt-}rGMGs—afe

are not mcluded in our agreements with them or that are maucumtely or 1ncompletely repIesented by their telms In addltlon
key terms in such agreements may be misunderstood or contested, even when we and the other party previously believed that
we both hdd a mutual undeIstdndmg of such terms. Any differences in interpretation or mlsunderstqndmgs between us and other

eppeffuﬂrt—tes—as—a—festﬂ-t— Resolutlon of these problems may entdll costly dnd lengthy litigation or dispute resolution prouedules
In addition, there is no guarantee that we will prevail in any such dispute or, if we do prevall that any remedy we receive,
whether legal or otherwise, will adequately redress the harm we have suffered. The delays and costs associated with such

disputes may themselves harm our business and reputation and-tmitour-ability-to-suecessfullyeompetetn-the-market. 706We

We depend on third parties and terrd-may to continue to license or collaborate with third parties, and events involving these
strategic partners or any future collaboration could delay or prevent us-from-developing-development or eommeretatizing-
commercialization of drug products. Our business strategy, along with our short- and long- term operating results, depend in
part on our ability to execute on existing strategic collaborations and to license or partner with new strategic partners. We have
entered into and expeet-may in the future to enter into collaborative arrangements with both U. S.- based and foreign
pharmaceutical and drug development companies, which will lead s-finaree-or otherwise collaborate with us or assist us in the
development, manufacturing and marketing of our drug products. We believe collaborations allow us to leverage our resources
and technologies and we antieipate-deriving-may derive some revenues from research and development fees, license fees,
milestone payments, and royalties from our collaborative partners Our prospects therefore, mdy depend to some extent upon
our ability to attract and retain a G 0
entrent-or-prospeetive-collaborative detnels We have limited control over the amount and timing of resources that our current
collaborators or any future collaborators devote to our collaborations or potential products, in particular with respect to our
collaborations with AstraZeneea-for-the-development-ofetarektbepwith-Servier for the development of PRS-344+5095012,
with Boston Pharmaceuticals for the development of PRS—342-+BOS- 342, with Seagen-Pfizer for the development of SGN-
BB228 and other programs ;and-eur-othereoHaborations-with-Genenteeh- These collaborators may breach or terminate their




agreements with us or otherwise fail to conduct their collaborative activities successfully and in a timely and reasonable manner.
Termination of these agreements or reduction or elimination of our rights under these agreements may result in our having to
negotiate new, amended or reinstated agreements with less favorable terms, or cause us to lose our rights under these
agreements, including our rights to important intellectual property or technology. Further, our collaborators may not develop or
commercialize products that arise out of our collaborative arrangements or devote sufficient resources to the development,
manufacturing, marketing or sale of these products. In addition, our collaborative partners may have the right to guide strategy
regarding prosecution of relevant patent applications, abandon research projects and / or terminate applicable agreements,
including funding obligations, prior to or upon the expiration of the agreed- upon research terms . 360ur collaborators may
also decide to terminate these agreements based on findings in our clinical trials. For example, in July 2023, AstraZeneca
notified us of its intention to terminate the AstraZeneca Collaboration Agreement and the AstraZeneca Platform
License, effective October 15, 2023. AstraZeneca’ s decision to terminate the AstraZeneca Agreements was based on
non- clinical safety findings in a 13- week toxicology study of elarekibep in non- human primates . By entering into such
collaborations, we may forego opportunities to collaborate with other third parties who do not wish to be associated with our
existing third- party strategic partners. In the event of termination of a collaboration agreement, termination negotiations may
result in less than favorable terms. There can be no assurance that we will be successful in establishing collaborative
arrangements on acceptable terms or at all, that collaborative partners will not terminate funding before the completion of
projects, that our collaborative arrangements will result in successful product commercialization, or that we will derive any
revenues from such arrangements. Potential collaborators may reject collaborations based upon their assessment of our financial,
regulatory or intellectual property position and our internal capabilities. Additionally, the negotiation, documentation and
implementation of collaborative arrangements are complex and time- consuming. ©ur-Any discussions with potential
collaborators may not lead to new collaborations on favorable terms and may have the potential to provide collaborators with
access to our key intellectual property rights . Our success depends in part on the efforts of our current and possible future
collaborators, who will likely have substantial control and discretion over the continued development and
commercialization of drug candidates that are the subject of our collaborations . Our current collaborators and future
collaborators will have significant discretion in determining the effort and amount of resources that they dedicate to our
collaborations. Our collaborators may determine not to proceed with clinical development or commercialization of a particular
drug candidate for a number of reasons that are beyond our control, even under circumstances where we might have continued
such a program, currently including elarekibep; PRS—342-+B0OS- 342, SGN- BB228 and PRS-344-+5095012. In addition, our
rights to receive milestone payments and royalties from our collaborators will depend in part on our collaborators’ abilities to
establish the safety and efficacy of our drug candidates, obtain regulatory approvals and achieve market acceptance of products
developed from our drug candidates. We may also depend on our collaborators to manufacture clinical scale quantities of some
of our drug candidates and, possibly, for commercial scale manufacture, distribution, marketing and sales. Our collaborators
may not be successful in manufacturing our drug candidates or successfully commercializing them. We face additional risks in
connection with our existing and future collaborations, including the following: ¢ our collaborators may develop and
commercialize, either alone or with others, products that are similar to or competitive with the products that are the subject of
the collaboration with us; * our collaborators may underfund, not commit sufficient resources to, or conduct in an unsatisfactory
manner the development, testing, marketing, distribution or sale of our drug candidates; ¢ our collaborators may not properly
maintain or defend our intellectual property rights or utilize our proprietary information in such a way as to invite litigation that
could jeopardize or potentially invalidate our intellectual property or proprietary information or expose us to potential liability; ¢
our collaborators may encounter conflicts of interest, changes in business strategy or other business issues that could adversely
affect their willingness or ability to fulfill their obligations to us (for example, pharmaceutical and biotechnology companies
historically have re- evaluated their priorities following mergers and consolidations, which have been common in recent years in
these industries); -+ we do not control the conduct and communications of our collaborators, and, thus, we are subject to the
risk that their actions may negatively impact our reputation and potentially harm our business; ¢ disputes may arise between us
and our collaborators delaying or terminating the research, development, manufacture or commercialization of our drug
candidates, resulting in significant litigation or arbitration that could be time- consuming and expensive, or causing collaborators
to act in their own self- interest and not in the interest of our stockholders; * we might not have the financial or human resources
to meet our obligations or take advantage of our rights under the terms of our existing and future collaborations; and ¢ our
existing collaborators may exercise their respective rights to terminate their collaborations with us without cause, in which
event, we might-do not currently expect to be able to complete development and commercialization of ear-such drug
candidates on our own = -6 areh-and-development-and-man acturing-aetivittes-take-place-in-China-thre




collaborative relationships may not ploduee the financial benefits that we are dnthlpdtln(‘ which could cause our business to
suffer. Part of our strategy is to partner with, or out- license selective products to, other pharmaceutical companies in order to
mitigate the cost of developing a drug through clinical trials to commercialization. Our-exelustve-option-For example, in July
2023, AstraZeneca notified us of its intention to terminate the AstraZeneca Collaboration agreement-Agreement with
ASKAPharmaeettieals-Co—and the AstraZeneca Platform License , Etd-effective October 15 |, or-ASKA;-enterednte-2023.
AstraZeneca S dec1s10n to termmate the AstraZeneca Agreements was based on non- cllnlcal safety findings in a 13-
5 study of elarekibep
human primates

If our eollabo ation with other similar partners is not successful, our future revenues and business will be harmed. AlthouUh we
have received upfront, milestone and other payments to date under our current drug development collaborations, we may not
receive any royalty payments or additional license and milestone fees under such agreements. In general, our receipt of
milestone, royalty or license payments depends on many factors, including whether our collaborators want and are able to
continue to pursue potential drug candidates, intellectual property issues, the approval of biosimilars, unforeseen complications
in the dev elopment or eonnneluallz(ltlon process, and the ultlmdte eommelual success of the dluos -7—2-Rtsks—Re}&Eed—te—t-he













from-federat-health-eareprograms—Risks Related to Our Intellectual

al—etv . OHS: o
Property We in- license significant intellectual property
related to our Anticalin platforms from TUM. Under the terms of the TUM License, TUM assigns to us certain materials and
records resulting from the research. We retain rights to inventions made by our employees, and TUM assigns to us all inventions
made under the agreement jointly by our employees and TUM personnel, provided that our employees have made a certain



inventive contribution. With respect to all other inventions made in the course of the research, TUM grants to us worldwide
exclusive license rights under patents and patent applications claiming such inventions. TUM retains rights to practice these
inventions for research and teaching purposes. We bear the costs of filing, prosecuting and maintaining the patents assigned or
licensed to us under the TUM License. A8-37As consideration for the assignments and licenses, we are obliged to pay milestone
payments to TUM on development of our proprietary products claimed by patents assigned or licensed to us by TUM. We are
also obliged to pay low single- digit royalties, including annual minimum royalties, on the sales of such products. Should we
grant licenses or sublicenses to those patents to third parties, we are obliged to pay to TUM certain undisclosed fees as a
function of out- licensing revenues in connection with those patents, or Out- License Fees, where such Out- License Fees are
creditable against annual license payments to TUM. Our payment obligations are reduced by our proportionate contribution to a
joint invention. Payment obligations terminate on expiration or annulment of the last patent covered by the TUM License that
covers a proprietary product or is sublicensed, as applicable. We and TUM initiated discussions in the second quarter of 2018,
and may enter into are-irthe-proeess-effegotiating-an amendment to our license agreement in the future , to clarify, expand
and restructure the TUM License, including the parties’ obligations under such license agreement. The contemplated
amendment relates to revised commercial terms. We recorded the probable expected impact of the amendment in research and
development expense in 2019 although the ﬁnal expense could be d1fferent than What we currently have recorded. In Fhese

: : 6 rconnection with our efforts to
develop multlspec1ﬁc Anticalin- based proteins designed to engage 1mmunomodulatory targets during the second quarter of
2017, we entered into the Kelun Agreement. Under the Kelun Agreement, Kelun has granted to us a non- exclusive worldwide
license (with the right to sublicense) under certain intellectual property owned or controlled by Kelun to research, develop,
manufacture and commercialize bi- and multi- specific fusion proteins that include an antibody developed by Kelun specific for
an undisclosed target and one or more Anticalin proteins. In addition to the TUM License and the Kelun Agreement, we have
other in- license agreements and may seek to enter into additional agreements with other third parties in the future granting
similar license rights with respect to other potential drug candidates. If we fail to comply with any of the conditions or
obligations or otherwise breach the terms of the TUM License, the Kelun Agreement or any future license agreement we may
enter on which our business or drug candidates are dependent, TUM, Kelun or other licensors may have the right to terminate
the applicable agreement in whole or in part and thereby extinguish our rights to the licensed technology and intellectual
property and / or any rights we have acquired to develop and commercialize certain drug candidates, including, with respect to
the TUM License and Kelun Agreement, our Anticalin- based drug therapies. Under the TUM License, we can terminate the
licenses to any or all licensed patents upon specified advance notice to TUM. TUM may terminate the license provisions of the
agreement only for cause. Termination of the TUM License does not terminate our rights in patents assigned to us but would
terminate our rights to patents licensed to us under the agreement. The loss of the rights licensed to us under our license
agreement with TUM or Kelun Agreement, or any future license agreement that we may enter granting us rights on which our
business or drug candidates are dependent, would eliminate our ability to further develop the applicable drug candidates and
may materially harm our business, prospects, financial condition and results of operations. If our efforts to protect the
proprietary nature of the intellectual property related to our technologies are not adequate, we may not be able to
compete effectively and our business could be harmed. We rely upon a combination of patents, trade secret protection and
confidentiality agreements to protect the intellectual property related to our technologies. Any disclosure to, or misappropriation
by, third parties of our proprietary information could enable competitors to quickly duplicate or surpass our technological
achievements, thus eroding any competitive advantage we may derive from the proprietary information. The strength of patents
in the biotechnology and pharmaceutical fields can be uncertain and involve complex legal and scientific questions. No
consistent policy regarding the breadth of claims allowed in patents has emerged to date in the United States. Accordingly, we
cannot predict the breadth of claims that may be allowed or enforced, or that the scope of any patent rights could provide a
sufficient degree of protection that could permit us to gain or keep our competitive advantage with respect to these products and
technologies. For example, we cannot predict: * the degree and range of protection any patents will afford us against
competitors, including whether third parties will find ways to make, use, sell, offer to sell or import competitive products
without infringing our patents; ¢ if and when patents will be issued; * how laws in the various jurisdictions, such as the USPTO
or the European Patent Office, or the EPO, will change thus affecting our ability to obtain patents or maintain and enforce
existing patents;  whether or not others will obtain patents claiming inventions similar to those covered by our patents and
patent applications; or * whether we will need to initiate litigation or administrative proceedings (for example, at the USPTO or
the EPO) in connection with patent rights, which may be costly whether we win or lose. As a result, the patent applications we
own or license may fail to result in issued patents in the United States or in foreign countries. Third parties may challenge the
validity, enforceability or scope of any issued patents we own or license or any applications that may issue as patents in the
future, which may result in those patents being narrowed, invalidated or held unenforceable. Even if they are unchallenged, our
patents and patent applications may not adequately protect our intellectual property or prevent others from developing similar
products that do not fall within the scope of our patents. If the breadth or strength of protection provided by the patents we hold
or pursue is threatened, our ability to commercialize any drug candidates with technology protected by those patents could be
threatened. Further, if we encounter delays in our clinical trials, the period of time during which we would have patent
protection for any covered drug candidates that obtain regulatory approval would be reduced. Since patent applications in the
United States and most other countries are confidential for a period of time after filing, we cannot be certain at the time of filing
that we are the first to file any patent application related to our drug candidates. 80While—- While patent term extensions under
the Hatch- Waxman Act in the United States and under supplementary protection certificates in Europe may be available to
extend our patent exclusivity for our drug candidates, the applicable patents may not meet the specified conditions for eligibility
for any such term extension and, even if eligible, we may not be able to obtain any such term extension. Further, because filing,




prosecuting, defending and enforcing patents in multiple jurisdictions can be expensive, we may elect to pursue patent
protection relating to our drug candidates in only certain jurisdictions. As a result, competitors would be permitted to use our
technologies in jurisdictions where we have not obtained patent protection to develop their own products, any of which could
compete with our drug candidates. f#-38In addition to the protection afforded by patents, we seek to rely on trade secret
protection and confidentiality agreements to protect proprietary know- how that is not patentable, processes for which patents
are difficult to enforce and any other elements of our discovery platform and drug development processes that involve
proprietary know- how, information or technology that is not covered by patents or not amenable to patent protection. Although
we require all of our employees and certain consultants, third parties and advisors to assign inventions to us, they may refuse to
assign the inventions which could create delay or risk assignment of inventions. We also require all of our employees,
consultants, advisors and any third parties who have access to our proprietary know- how, information or technology to enter
into confidentiality agreements, our trade secrets and other proprietary information may be disclosed or competitors may
otherwise gain access to such information or independently develop or reverse engineer substantially equivalent information.
Further, the laws of some foreign countries do not protect proprietary rights to the same extent or in the same manner as the laws
of the United States. As a result, we may encounter significant difficulty in protecting and defending our intellectual property
both in the United States and abroad. If we are unable to prevent material disclosure of the trade secrets and other intellectual
property related to our technologies to third parties, we may not be able to establish or maintain the competitive advantage that
we believe is provided by such intellectual property, adversely affecting our market position and business and operational
results. Claims that we or our partners infringe the mtellectual property rlghts of others may prevent or delay drug
discovery and development efforts. Our partnered 6 0
drug candidates erproduets-resulting-from-those-aettvities-, may infringe or be accused of infringing a patent or other form of
intellectual property under which we do not hold a license or other rights. Third parties may assert that we are employing their
proprietary technology without authorization. There may be third- party patents of which we are currently unaware with claims
that cover the use or manufacture of our drug candidates or the practice of our related methods. Because patent applications can
take many years to issue, there may be currently pending patent applications that may later result in issued patents that our
partnered drug candidates may infringe. In addition, third parties may obtain patents in the future and claim that use of eur
such drug candidates infringes upon one or more claims of these patents. If our partnered aetivities-or-drug candidates infringe
the patents or other intellectual property rights of third parties, the holders of such intellectual property rights may be able to
block eur-the ability to commercialize such drug candidates er-praetiee-otr-methods-unless we or our partners obtain a license
under the intellectual property rights or until any applicable patents expire or are determined to be invalid or unenforceable.
Defense of any intellectual property infringement claims against us, regardless of their merit, would involve substantial litigation
expense and would be a significant diversion of resources from our business. In the event of a successful claim of infringement
against us, we may have to pay substantial damages, obtain one or more licenses from third parties, limit our business to avoid
the infringing activities, pay royalties and / or redesign our infringing drug candidates or alter related formulations, processes,
methods or other technologies, any or all of which may be impossible or require substantial time and monetary expenditure.
Further, if we were to seek a license from the third- party holder of any applicable intellectual property rights, we may not be
able to obtain the applicable license rights when needed or on reasonable terms, or at all. Some of our competitors may be able
to sustain the costs of complex patent litigation or proceeding more effectlvely than us due to their %ub%tantlally greater
resources. The occurrence of any of the above events could cause p : alt

patent protection covering some of our drug Candldates may be dependent on thlrd partle% who may not effectlvely maintain
that protection. While we expect the right to fully prosecute any patents covering drug candidates we may in- license from third-
party owners, there may be instances when the prosecution and maintenance of issued patents and pending patent applications
that cover our drug candidates remain controlled by our licensors. Similarly, some of our future licensing partners may retain the
right, or may seek the rights, to prosecute patents covering the drug candidates we license to them and we may grant such rights
to those partners for business reasons. If such third parties fail to appropriately maintain that patent protection, we may not be
able to prevent competitors from developing and selling competing products or practicing competing methods and our ability to

generate revenue from any Cornmermahzatlon of the affected drug Candldates may %uffer We have-entered-into-agreements-with

We-may be involved in lawqulti to protect or enforce our patents or the patentq of our hcensor% Wthh could be expensive, tlme—



consuming and unsuccessful. Competitors may infringe our patents or the patents of our current or potential licensors. To
attempt to stop infringement or unauthorized use, we may need to enforce one or more of our patents, which can distract our
management and divert our limited time and resources. Our standing to enforce such patents may sometimes be dependent on
the licensor joining such suit, and a licensor' s failure to join such suit may prevent us from enforcing the patent. If we pursue
any litigation, a court may decide that a patent of ours or any of our licensors’ is not valid or is unenforceable or may refuse to
stop the other party from using the relevant technology on the grounds that our patents do not cover the technology in question.
Further, the legal systems of certain countries, particularly certain developing countries, do not favor the enforcement of patents,
which could reduce the likelihood of success of, or the amount of damages that could be awarded resulting from, any
infringement proceeding we pursue in any such jurisdiction. An adverse result in any infringement litigation or defense
proceedings could put one or more of our patents at risk of being invalidated, held unenforceable, or interpreted narrowly and
could put our patent applications at risk of not issuing, which could limit our ability to exclude competitors from directly
competing with us in those jurisdictions. Interference proceedings may also be provoked or suggested by third parties, or
brought by the USPTO or at its foreign counterparts (such as the EPO), to determine the priority of inventions with respect to
our patents or patent applications or those of our licensors. An unfavorable outcome could require us to cease using the related
technology or to attempt to license rights to use it from the prevailing party. Our business could be harmed if the prevailing
party does not offer us a license on commercially reasonable terms, or at all. Litigation or interference proceedings may fail and,
even if successful, may result in substantial costs and distract our management and other employees. 82H-If we are unsuccessful
in obtaining or maintaining patent protection for intellectual property in development, our business and competitive position
would be harmed. We are-seeking-may continue to seek patent protection of our technology and for our drug candidates. Patent
prosecution is a challenging process and is not assured of success. If we are unable to secure patent protection for our
technology and drug candidates, our business may be adversely impacted. Furthermore, issued patents and pending applications
require regular maintenance. Failure to maintain our portfolio may result in loss of rights that may adversely impact our
intellectual property rights, such as rendering issued patents unenforceable or terminating pending applications prematurely. a
39In addition, under the European Union regulation on classification, labeling and packaging of substances and mixtures, and
under other regulations in the United States or other countries related to the clinical development of our drug candidates
(including, for example, submissions to regulatory authorities such as the FDA and EMA as well as submissions related to
obtaining a non- proprietary, or INN and USAN, name for our clinical drug candidates to the World Health Organization, and
United States Adopted Name Council, or the USAN Council), we or our partners may be required to publicly disclose the
composition of our proprietary products or substances, which may facilitate infringement or avoidance of our intellectual
property by third parties and may potentially reduce the margin we are able to charge for our products by allowing competitors
to more accurately determine our production costs. Future development of these regulations may have a further negative impact
on our revenues and a substantial negative impact on our business. If we are unable to protect the confidentiality of our trade
secrets, our business and competitive position would be harmed. In addition to seeking patents for our Anticalin- brand
technology and some of our drug candidates, we also rely on trade secrets, including unpatented know- how, technology and
other proprietary information, to maintain our competitive position. We currently, and expect in the future to continue to, seek to
protect these trade secrets, in part by entering into confidentiality agreements with parties who have access to them, such as our
employees, collaborators, CMOs, consultants, advisors, investigators and other third parties. We also enter into confidentiality
and invention or patent assignment agreements with our employees and consultants. Despite these efforts, any of these parties
may breach the agreements and disclose our proprietary information, including our trade secrets, and we may not be able to
obtain adequate remedies for any such disclosure. Enforcing a claim that a party illegally disclosed or misappropriated a trade
secret is difficult, expensive and time- consuming, and the outcome is unpredictable. In addition, some courts inside and outside
the United States are less willing or unwilling to protect trade secrets. If any of our trade secrets were to be lawfully obtained or
independently developed by a competitor, we would have no right to prevent them, or those to whom they disclose the trade
secrets, from using that technology or information to compete with us. If any of our trade secrets were to be disclosed to or
independently developed by a competitor, our competitive position would be harmed ~Risks Related to Our Personnel [f we




ndustries-depends-tupon-our-abtity-to-attraet-and-retain hléhly quahhed pelsonnel we may not be able to successfully
implement our business objectives . e are-highly-dependent-continue to rely on a limited number of employees and may
rely on external consultants in the future for the operation of the company. Any of these employees otr—- or management;
setentifie-external consultants may terminate their relationship with us at any time. We may not be able to attract and
medieat-retain consultants on acceptable terms given the competition among numerous pharmaceutical and
biotechnology companies for s1mllar pe1s0nnel —espeeta-l-l-y—Stephen—S— ¥eder—Any future consultant ot or advisor may

be employed by employers he-other sueeessfut

-rmp’:ement&t-ten—e-f—than us and may have commltments under consultmg ot or adv1sory contracts w1th mﬁge&ndiéate

&ppreaeh—ts—buﬂt—upeﬁ—t-he—other ent1t1es that may llmlt the1r avallablllty drtrg-ei
d ; ; to eureempeﬁtwe—&dv&nt&ge—we—ar&depeﬂdeﬂt—us. We do

not ma1nta1n « key person ”? 1nsurance on any t-he—ma-rnteﬂanee—aﬁd-grewth—of our t-h&t—te&m—w&ﬂa—qu&hﬁed—membefs
: : addittonal-cmployees for— or

In addltlon We—are—net—w&re—ef—&ny—pfesent

our mdusny tends to experience a high rate of turnover of management pelsonnel and our employees are generally able to
terminate their relationships with us on short notice. Pursuant to German employment law, our employment arrangements with
employees of Pieris GmbH are governed by employment contracts, which provide certain defined terms for either party to
terminate the employment relationship. Fhe-Furthermore, to the extent we pursue any strategic opportunities, our ability
to consummate such opportunities depends upon our ability to retain our employees and consultants required to
consummate such a transaction, the loss of t-he—whose sewwes may adversely lmpact 0f—&n-y—ef—eure*eeutwe—efﬁeers—'m

We may be subject to labor claims brought by our employees agamst us. In the United States, an employment relatlonshlp Wlth
no specified duration is presumed to be employment “ at- will ” and the employer or employee may terminate the employment
relationship at any time, with or without cause, except for public policy reasons including discrimination, participating in union
activity, or refusing to carry out an activity that violates the law. In contrast, in Germany, there is no analogous doctrine of “
employment at will. ” By law, German employees must have written employment contracts that reflect the key aspects of the
employment relationship. Our relations between German employers and employees are extensively regulated under German
labor and employment laws and regulations. Employment relationships may be terminated for cause without observing the
ordinary notice period. If terminated without cause, the applicable ordinary notice period must be observed. German employees
have special protection against dismissals provided the employee has been employed by a company for more than six months
and such company employs more than 10 full- time employees. German employment termination law is regulated by various
codes, in particular the Kiindigungsschutzgesetz, or the German Termination Protection Act, and is intended to give the
employee maximum protection against unfair dismissal, including among other things: * the employer must observe the
applicable notice period, which is ordinarily determined by law (between four weeks and seven months, depending upon the
length of employment, though it is possible for the notice period to be two weeks, if a probationary period, lasting up to the first
six months of employment, is agreed upon), if a longer period is not otherwise agreed by the parties, and has to deliver a written
notice of termination to the employee; ¢ for companies with more than 10 full- time employees, the German Termination
Protection Act generally restricts termination of employment if the employee has been employed for more than six months,
wherein the employee may be terminated only for a particular reason, including certain behavioral or personal reasons relating to
the employee or certain developments relating to the business of the employer, such as a business restructuring which reduces
the number of employee positions; 84— special termination protection against unlawful dismissal applies to several other groups
of employees, such as an employee that is an officially acknowledged handicapped person, an employee who was appointed as a
company’ s data protection officer or as a member of the works council of a company, if any, an employee on maternity leave or
a pregnant employee (in these cases, approval of various German authorities is required prior to termination but usually very
difficult to obtain); and ° if a company engages in a mass layoff, which is deemed to occur when the employer intends to
dismiss a large percentage of its employees during a 30 calendar day period, prior written notification to the German
employment office is required. In July 2023, we conducted a reduction in force that impacted 70 % of our employees, and
in March 2024 we announced additional measures that would result in a further reduction in workforce that is intended



to be implemented in the second quarter of 2024. In this regard, if we downsize for any reason and fail to adhere to the
complex requirements articulated by the employee protection law, we could face legal actions brought by affected employees or
former employees, and, as a result, we may incur operational or financial losses and divert the attention of our executive officers
from managing our business. We-40We may be subject to claims by third parties asserting that our employees or we have
misappropriated their intellectual property or claiming ownership of what we regard as our own intellectual property. Many of
our employees were previously employed at universities or other biotechnology or pharmaceutical companies, including our
competitors or potential competitors. We may be subject to claims that these employees or we have used or disclosed intellectual
property, including trade secrets or other proprietary information, of any such employee’ s former employers. Litigation may be
necessary to defend against any such claims. In addition, while it is our policy to require our employees and contractors, who
may be involved in the development of intellectual property, to execute agreements assigning such intellectual property to us,
we may be unsuccessful in executing such an agreement with each party who contributes to the development of intellectual
property that we regard as our own. Further, the terms of such assignment agreements may be breached and we may not be able
to successfully enforce their terms, which may force us to bring claims against third parties, or defend claims they may bring
against us, to determine the ownership of intellectual property rights we may regard and treat as our own. Our employees,
independent contractors, principal investigators, CROs, consultants, or vendors may engage in misconduct or other improper
activities, including noncompliance with regulatory standards and requirements, which could cause our business to suffer. We
are exposed to the risk that our employees, independent contractors, principal investigators, contract research organizations, or
CROs, consultants, or vendors may engage in fraudulent or other illegal activity. Misconduct by any of these parties could
include intentional, reckless, and / or negligent conduct that may include failures to comply with FDA, MHRA, EMA or other
foreign jurisdiction regulations, provide accurate information to the FDA, MHRA, EMA or their comparable foreign
equivalents, comply with manufacturing standards we have established, comply with federal, state and international healthcare
fraud and abuse laws and regulations as they may become applicable to our operations, report financial information or data
accurately or disclose unauthorized activities to us. Employee and other third- party misconduct could also involve the improper
use of information obtained in the course of clinical trials, which could result in regulatory sanctions and serious harm to our
reputation. It is not always possible to identify and deter misconduct by our employees and other third parties, and the
precautions and procedures we currently take or may establish in the future as our operations and employee and third- party base
expand to detect and prevent this type of activity may not be effective in controlling unknown or unmanaged risks or losses or in
protecting us from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with
such laws or regulations. If any such actions are instituted against us, and we are not successful in defending ourselves or
asserting our rights, those actions could have a significant impact on our business and results of operations, including the
imposition of civil, criminal and administrative penalties, damages, monetary fines, possible exclusion from participation in
Medicare, Medicaid, and other federal healthcare programs, contractual damages, reputational harm, diminished potential profits
and future earnings, and curtailment of our operations. Certain of our employees and their inventions are subject to German law.
Many of our employees work in Germany and are subject to German employment law. Ideas, developments, discoveries and
inventions made by such employees and consultants are subject to the provisions of the Gesetz {iber Arbeitnehmererfindungen,
or the German Act on Employees’ Inventions, which regulates the ownership of, and compensation for, inventions made by
employees. We have experienced disputes and face the risk that disputes easrmay occur in the future between us and such
employees or ex- employees pertaining to alleged non- adherence to the provisions of this act. Such disputes may-can be costly
to defend and take up our management’ s time and efforts whether we prevail or not. In addition, under the German Act on
Employees’ Inventions, certain employees retained rights to patents they invented or co- invented prior to 2009. Although most
of these employees have subsequently assigned their interest in these patents to us, there is a risk that the compensation we
provide to them may be deemed insufficient and we may be required under German law to increase the compensation due to
such employees for the use of the patents. In those cases where employees have not assigned their interests to us, we may need
to pay compensation for the use of those patents. If we are required to pay additional compensation or face other disputes under
the German Act on Employees’ Inventions, our results of operations could be adversely affected. 85Risks—- Risks Related to
the Ownership of Our Common Stock Our share price is volatile and may be influenced by numerous factors, some of which are
beyond our control. Market prices for shares of biotechnology companies such as ours are often volatile. Thus, the quoted price
of our common stock has been, and is likely to continue to 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 th1s Annual Report on Form 10- K these factors 1nclude * the tlmlngdfug—eaﬂd-tdates—we—seelﬁe

; g-eandidates; se-teg etstons potentlal mllestone payments
that we may receive from Pfizer, Boston Pharmaceuucals, and Serv1er . addmons or departures of key scientific or
management personnel; * changes in laws or regulations applicable to our drug candidates, including without limitation clinical
trial requirements for approvals; ¢ the perception of the pharmaceutical and biotechnology industry by the public, legislatures,
regulators and the investment community; * disputes or other developments relating to patents and other proprietary rights and
our ability to obtain patent protection for our drug candidates; ¢ significant lawsuits, including patent and stockholder class

action htrgatron * our éepeﬂdeﬂee-potentlal 1nab111ty to maintain the listing of our common stock on t-htrd—paﬂées,—mel-udiﬂg

6 the publ-re—Nasdaq

Capltal Market . actual or antrcrpated variations in quarterly operating results . fallure to meet or exceed the estimates and



projections of the investment community; ¢ overall performance of the equity markets and other factors that may be unrelated to
our operating performance or the operating performance of our competitors, including changes in market valuations of similar
companies; ¢ conditions or trends in the biotechnology and biopharmaceutical industries; * introduction of new products by #s-er
our competitors; * announcements of significant acquisitions, strategrc partnershrps _]omt ventures or capital commitments by us
or our competitors; « issuances of debt eur- or equity securities abiity ; :
suehgrowth-; © issuanees-execution, cost and timing of debt-or-our equﬁy—seeufmes-reductlon in force and operatlons

sales of our common stock by us or our stockholders in the future, or the perception that such sales could occur; ¢ tradmg
volume of our common stock; ¢ ineffectiveness of our internal control over financial reporting or disclosure controls and
procedures; ¢ general political and economic conditions; ¢ effects of natural or man- made catastrophic events; and ¢ other events
or factors, many of which are beyond our control. #-41In addition, the stock market in general, and the stocks of biotechnology
companies in particular, have experienced extreme price and volume fluctuations that have often been unrelated or
disproportionate to the operating performance of these companies. Broad market and industry factors may negatively affect the
market price of our common stock, regardless of our actual operating performance. Furthermore, other biotechnology companies
or our competitors’ programs could have positive or negative results that impact their stock prices and their results or stock
fluctuations could have a positive or negative impact on our stock price regardless of whether such impact is direct or not. The
realization of any of the above risks or any of a broad range of other risks, including those described in these ““ Risk Factors, ”
could have a dramatic and material adverse impact on the market price of our common stock. $668r-- Qur management has
considerable discretion in the application of our cash, cash equivalents and investments, including the fees and milestone

payments from our collaborations and the net proceeds of our secur1t1es offermgs —We—tnfeﬁd—te—use—t-h&eash,—eash—equwa-leﬁfs

; . As aresult, investors erl be relying upon management ]
judgment with only limited 1nformat10n about our specrfrc intentions for the use of the cash, cash equivalents and investments.
We may use the cash, cash equivalents and investments for purposes that do not yield a significant return or any return at all for
our stockholders. In addition, pending their use, we may invest the financial resources from our collaborations and securities
offerings in a manner that does not produce income or that loses value. We may also use the cash to pay out dividends to
stockholders if we determine that there is sufficient cash and investments to achieve our near and long- term objectives.
If securities or industry analysts do not publish, or cease publishing, research or publish inaccurate or unfavorable research about
our business or our market, or if they change their recommendations regarding our stock adversely, our stock price and any
trading volume could decline. The trading market for our common stock will depend in part on the research and reports that
securities or industry analysts publish about us or our business. We do not have any control over these analysts. If only a few
securities or industry analysts commence coverage of our company, the trading price for our stock would likely be negatively
affected and there can be no assurance that analysts will provide favorable coverage. If securities or industry analysts who
initiate coverage downgrade our stock or publish inaccurate or unfavorable research about our business or our market, our stock
price would likely decline. If one or more of these analysts cease coverage of our company or fail to publish reports on us
regularly, demand for our stock could decrease which mrght cause our stock pr1ce and any tradrng Volume to decline. We-have
: ; ; e—If we fail to maintain
proper and effectrve 1nternal Controls our abrlrty to produce accurate and timely fmancral statements could be impaired, which
could harm our operating results, our ability to operate our business and investors’ views of us. Pursuant to Section 404 of the
Sarbanes- Oxley Act of 2002, or Section 404, we are required to furnish a report by our management on our internal control over
financial reporting. However, shile-as we remain a smaller reporting company with less than $ 100 million in revenue, we s
are not be-currently required to include an attestation report on internal control over financial reporting issued by our
independent registered public accounting firm. If we cannot favorably assess the effectiveness of our internal controls over
financial reportrng, investor Conﬁdence and, in turn, our stock price could be materrally adversely affected As—pfev-teus-l—y-

oveﬁﬁﬂaﬂeial—fepeftmg—erﬂofbﬁdeﬂﬁﬁed—m—the—&rtufe—Ensurmg that we have adequate internal fmancral and accountrng

controls and procedures in place so that we can produce accurate financial statements on a timely basis is a costly and time-
consuming effort that will need to be evaluated frequently. Our failure to maintain the effectiveness of our internal controls in
accordance with the requirements of the Sarbanes- Oxley Act could have a material adverse effect on the tradability of our
common stock, which in turn would negatively impact our business. We could lose investor confidence in the accuracy and
completeness of our financial reports, which could have an adverse effect on the price of our common stock. In addition, if our
efforts to comply with new or changed laws, regulations and standards differ from the activities intended by regulatory or
governing bodies due to ambiguities related to practice, regulatory authorities may initiate legal proceedings against us and our
business may be harmed. 87Shares--- Shares of our common stock that have not been registered under federal securities laws are
subject to resale restrictions imposed by Rule 144 of the Securities Act, including those set forth in Rule 144 (i) which apply to a
former ““ shell company. ” We were previously deemed a *“ shell company ” under applicable SEC rules and regulations, prior to



the reverse merger transaction in which we became a public company, because we had no or nominal operations and either no or
nominal assets, assets consisting solely of cash and cash equivalents, or assets consisting of any amount of cash and cash
equivalents and nominal other assets. Parsaant-to-Rule+44-of the-SeeuritiesAet;sales-Sales of the restricted securities of a
former shell company, such as us, are not permitted pursuant to Rule 144 of the Securities Act, unless at the time of a
proposed sale, (i) we are subject to the reporting requirements of Section 13 or 15 (d) of the Exchange Act; and (ii) we have
filed all reports and other materials required to be filed by Section 13 or 15 (d) of the Exchange Act, as applicable, during the
preceding 12 months, other than current reports on Form 8- K. Additionally, our previous status as a shell company could also
limit our use of our securities to pay for any acquisitions we may seek to pursue in the future. The lack of liquidity of our
securities as a result of the inability to sell under Rule 144 for a longer period of time than a non- former shell company could
cause the market price of our securities to decline. #-42If we issue additional shares of our capital stock in the future, our
existing stockholders will be diluted. Our Amended and Restated Articles of Incorporation authorize the issuance of up to 300,
000, 000 shares of our common stock and up to 10, 000, 000 shares of preferred stock with the terms, limitations, voting rights,
relative rights and preferences and variations of each series that our Board of Directors may determine from time to time.
Possible business and financial uses for our authorized capital stock include, without limitation, equity financing, future stock
splits, acquiring other companies, businesses or products in exchange for shares of our capital stock, issuing shares of our capital
stock to partners or other collaborators in connection with strategic alliances, attracting and retaining employees by the issuance
of additional securities under our equity compensation plan, or other transactions and corporate purposes that our Board of
Directors deems are in the interests of our company. Furthermore, issuances of shares of our capital stock could have the effect
of delaying or preventing changes in control or our management. Any future issuances of shares of our capital stock may not be
made on favorable terms or at all, they may have rights, preferences and privileges that are superior to those of our common
stock and may have an adverse effect on our business or the trading price of our common stock. The issuance of any additional
shares of our common stock will reduce the book value per share and may contribute to a reduction in the market price of the
outstanding shares of our common stock. Additionally, any such issuance will reduce the proportionate ownership and voting
power of all of our current stockholders. Sales of a substantial number of shares of our common stock in the public market, or
the perception that such sales could occur, 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 trading price of our common stock could
decline. As of December 31, 2022-2023 , a total of 74-98 , 549-935 , +83-025 shares of our common stock were outstanding.
Any sales of those shares or any perception in the market that such sales may occur could cause the trading price of our common
stock to decline. In addition, shares of our common stock that are either subject to outstanding options or reserved for future
issuance under our equity incentive plan, or issuable upon the conversion of our outstanding preferred stock or upon the exercise
of our outstanding warrants, will be eligible for sale in the public market to the extent permitted by the provisions of applicable
vesting schedules and / or terms of such securities. If these additional shares of common stock are sold, or if it is perceived that
they will be sold, in the public market, the trading price of our common stock could decline. The resale of shares covered by our
effective resale registration statements could adversely affect the market price of our common stock in the public market, which
result would in turn negatively affect our ability to raise additional equity capital. The sale, or availability for sale, of our
common stock in the public market may adversely affect the prevailing market price of our common stock and may impair our
ability to raise additional equity capital. Pursuant to registration statements filed with the SEC, we previously registered for
resale shares of our common stock, which included all of the shares of our common stock issued in our private placements and in
connection with the closing of the reverse merger transaction in which we became a public company. For example, in March
2021, we registered for resale 3, 706, 174 shares of common stock in connection with a private placement transaction with
Seagen-Pfizer , and 3, 584, 320 shares of common stock in connection with a private placement transaction with AstraZeneca.
The resale registration statements permit the resale of these shares at any time without restriction. The resale of a substantial
number of shares of our common stock in the public market could adversely affect the market price for our common stock and
make it more difficult for investors to sell shares of our common stock at times and prices that investors feel are appropriate.
Furthermore, because there are a large number of shares registered pursuant to the resale registration statements, we may
continue to offer shares covered by the resale registration statements for a significant period of time, the precise duration of
which cannot be predicted. Accordingly, the adverse market and price pressures resulting from an offering pursuant to the resale
registration statement may continue for an extended period of time and continued negative pressure on the market price of our
common stock could have a material adverse effect on our ablllty to raise addltlonal equlty capltal —S8Even-aftergivingeffeetto
t-he—ﬁmd's—faised—m—t-he—past—lfweseektodoso p % wi-bereeded-in the future to-eontinge
6&13%&&3%1—61%&&61&3— Fo-If we seek to raise cap1ta1 in the future we may sell common stock, convertible securities or other
equity securities in one or more transactions at prices and in a manner, in which we may determine from time to time. If we sell
common stock, convertible securities or other equity securities in more than one transaction, investors in a prior transaction may
be materially diluted. Additionally, new investors could gain rights, preferences and privileges senior to those of existing
holders of our common stock. Further, any future sales of our common stock by us or resales of our common stock by our
existing stockholders could cause the market price of our common stock to decline. As of December 31, 2022-2023 , there were
49, 344-284 | 543-808 shares reserved for future issuance under our equity compensation plans, and 43-14 , 743-803 , 366-071
shares reserved for issuance upon the exercise of outstanding equity awards. Pursuant to our 2648-2023 Employee Stock
Purchase Plan, we are authorized to sell 566-750 , 000 shares to our employees. Any future grants of options, warrants or other
securities exercisable or convertible into our common stock, or the exercise or conversion of such shares, and any sales of such
shares in the market, could have an adverse effect on the market price of our common stock. Anti- takeover provisions in our
organizational documents could delay or prevent a change of control. Certain provisions of our Amended and Restated Articles
of Incorporation and Amended and Restated Bylaws may have an anti- takeover effect and may delay, defer or prevent a merger,




acquisition, tender offer, takeover attempt or other change of control transaction that a stockholder might consider to be in its
interests, including attempts that might result in a premium over the market price for the shares held by our stockholders. These
provisions provide, among other things: ¢ a classified Board of Directors with staggered three- year terms; ¢ the ability of our
Board of Directors to issue one or more series of preferred stock with voting or other rights or preferences that could have the
effect of impeding the success of an attempt to acquire us or otherwise effect a change of control; * advance notice for
nominations of directors by stockholders and for stockholders to include matters to be considered at stockholder meetings; ©
certain limitations on convening special stockholder meetings and the prohibition of stockholder action by written consent; and °
directors may only be removed for cause and only by the affirmative vote of the holders of at least 80 % of the voting power of
all of the then- outstanding shares of our capital stock entitled to vote at an election of directors, voting together as a single
class. These anti- takeover provisions, including those noted above, could make it more difficult for a third party to acquire us,
even if the third party’ s offer may be considered beneficial by many of our stockholders. As a result, our stockholders may be
limited in their ability to obtain a premium for their shares. We-43We may incur significant costs from class action litigation due
to our expected stock volatility. Our stock price may fluctuate for many reasons, including as a result of public announcements
regarding the-pregress-ef-our developmentefforts-strategic updates or the development efforts of current or future collaborators
or competitors, the addition or departure of our key personnel, variations in our quarterly operating results and changes in market
valuations of biopharmaceutical and biotechnology companies. This risk is especially relevant to us because biopharmaceutical
and biotechnology companies have experienced significant stock price volatility in recent years. When the market price of a
stock has been volatile, as our stock price may be, holders of that stock have occasionally brought securities class action
litigation against the company that issued the stock. If any of our stockholders were to bring a lawsuit of this type against us,
even if the lawsuit were without merit, it could result in substantial costs incurred defending the lawsuit and diversion of the
time, attention and resources of our Board of Directors and management, which could significantly harm our profitability and
reputation. 96ur—-- Our Amended and Restated Articles of Incorporation designates the Eighth Judicial District Court of Clark
County, Nevada, as the sole and exclusive forum for certain types of actions and proceedings that may be initiated by our
stockholders, and therefore limit our stockholders’ ability to choose a forum for disputes with us or our directors, officers,
employees or agents. Our Amended and Restated Articles of Incorporation provide that, to the fullest extent permitted by law,
and unless we consent to the selection of an alternative forum, the Eighth Judicial District Court of Clark County, Nevada shall
be the sole and exclusive forum for any (i) derivative action or proceeding brought in the name or right of the corporation or on
its behalf, (ii) action asserting a claim of breach of a fiduciary duty owed by any of our directors, officers, employees or agents
to the corporation or any of our stockholders, (iii) any action arising or asserting a claim arising pursuant to any provision of
Chapters 78 or 92A of the Nevada Revised Statutes or any provision of our articles of incorporation or bylaws, (iv) any action to
interpret, apply, enforce or determine the validity of our articles of incorporation or bylaws or (v) any action asserting a claim
governed by the internal affairs doctrine. Our Amended and Restated Articles of Incorporation further provide that any person
purchasing or otherwise acquiring any interest in shares of our capital stock shall be deemed, to the fullest extent permitted by
law, to have notice of and consented to the foregoing provision. We believe the choice- of- forum provision in our Amended and
Restated Articles of Incorporation will help provide for the orderly, efficient and cost- effective resolution of Nevada- law issues
affecting us by designating courts located in the State of Nevada (our state of incorporation) as the exclusive forum for cases
involving such issues. However, this provision may limit a stockholder’ s ability to bring a claim in a judicial forum that it
believes to be favorable for disputes with us or our directors, officers, employees or agents, which may discourage such actions
against us and our directors, officers, employees and agents. While we are not aware of any Nevada case law addressing the
enforceability of this type of provision, Nevada courts have on prior occasion found persuasive authority in Delaware case law
in the absence of Nevada statutory or case law specifically addressing an issue of corporate law. The Court of Chancery of the
State of Delaware ruled in June 2013 that choice- of- forum provisions of a type similar to those included in our Amended and
Restated Articles of Incorporation are not facially invalid under corporate law and constitute valid and enforceable contractual
forum selection clauses. However, if a court were to find the choice- of- forum provision in our Amended and Restated Articles
of Incorporation 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 or results of operations. The elimination of personal liability of our directors and officers under
Nevada law and the existence of indemnification rights held by our directors, officers and employees may result in substantial
expenses. Our Amended and Restated Articles of Incorporation eliminate, to the furthest extent permitted under Nevada law, the
personal liability of our directors and officers to us, our stockholders and creditors for damages as a result of any act or failure to
act in his or her capacity as a director or officer. Further, our Amended and Restated Articles of Incorporation, our Amended and
Restated Bylaws and individual indemnification agreements that we have entered with each of our directors and officers provide
that we are obligated to indemnify, subject to certain exceptions, each of our directors or officers to the fullest extent authorized
by Nevada law and, subject to certain conditions, to advance the expenses incurred by any director or officer in defending any
action, suit or proceeding prior to its final disposition. Those indemnification obligations could expose us to substantial
expenditures to cover the cost of settlement or damage awards against our directors or officers, which we may be unable to
afford. Further, those provisions and resulting costs may discourage us or our stockholders from bringing a lawsuit against any
of our current or former directors or officers for such damages, even if such actions might otherwise benefit our stockholders.
We-donetintend-Our Board of Directors may, at their sole discretion, elect to pay cash dividends on our capital stock i-the
foreseeable-future-. We have never declared or paid any cash dividends on our common stock . We may pay out and-do-rot
antietpate-payingany-dividends in-to stockholders if it is determined that the-there foreseeable-futare-is sufficient cash and
investments to achieve our near and long- term objectives . \We eurrently-intend-may choose to retain all future earnings to

fund strategic opportunities in the future development-and-growth-efeurbusiness-. Any future payment of cash dividends i



the-futare-will be at the discretion of our Board of Directors and will depend on, among other things, our earnings, financial
condition, capital requirements, level of indebtedness, statutory and contractual restrictions applying to the payment of dividends
and other c0n51derat10ns that the B

oard of D1rect0rs deems relevant We Gmesfeeld&e}defs—shetdd-net-expeet—ﬂ&at—we—wﬂi-evef

appfeeia&en—e—ﬁt-heir—steel&QGWe—can issue and have 1ssued shares of preferred stock Wthh may adversely affect the rlghts of

holders of our common stock. Our amended and restated Certificate of Incorporation authorizes us to issue up to 10, 000, 000
shares of preferred stock with designations, rights, and preferences determined from time- to- time by our Board of Directors.
Accordingly, our Board of Directors is empowered, without stockholder approval, to issue preferred stock with dividend,
liquidation, conversion, voting or other rights superior to those of holders of our common stock. For example, an issuance of
shares of preferred stock could: ¢ adversely affect the voting power of the holders of our common stock; * make it more difficult
for a third party to gain control of us; * discourage bids for our common stock at a premium; ¢ limit or eliminate any payments
that the holders of our common stock could expect to receive upon our liquidation; or * otherwise adversely affect the market
price or our common stock. ¥e-44We have in the past issued, and we may at any time in the future issue, shares of preferred
stock. In connection with our June 2016 private placement, we issued 4, 963 shares of our Series A convertible preferred stock
to certain affiliates of Biotechnology Value Fund, L. P., or BVF, each share of which is convertible into 1, 000 shares of our
common stock, subject to certain ownership restrictions. In January 2019, we entered into an exchange agreement with BVF to
exchange 5, 000, 000 shares of our common stock previously held by BVF for 5, 000 shares of our Series B convertible
preferred stock, each share of which is convertible into 1, 000 shares of our common stock, subject to certain ownership
restrictions. In connection with our November 2019 private placement, we issued 3, 522 shares of our Series C convertible
preferred stock to certain affiliates of BVF each share of which is convertible into 1, 000 shares of our common stock, subject to
certain ownership restrictions. In March 2020, we entered into another exchange agreement with BVF to exchange 3, 000, 000
shares of our common stock previously held by BVF for 3, 000 shares of our Series D convertible preferred stock, each share of
which is convertible into 1, 000 shares of our common stock, subject to certain ownership restrictions. In May 2021, we entered
into another exchange agreement with BVF to exchange 5, 000, 000 shares of our common stock previously held by BVF for 5,
000 shares of our Series E convertible preferred stock, each share of which is convertible into 1, 000 shares of our common
stock, subject to certain ownership restrictions. If the holders of our shares of preferred stock convert their shares into common
stock, existing holders of our common stock will experience dilution. Requirements associated with being a public company
have 1ncreased our costs srgnrﬁcantly and have drverted significant Cornpany resources and management attention. -S-rnee—As a

3 reportrng requrrements of the Exchange Act and the Sarbanes-
Oxley Act. The Exchange Act requires the ﬁhng of annual, quarterly and current reports with respect to a public
company s busmess and ﬁnanclal condltlon. The Sarbanes- Oxley Act requlres, among other thlngs, that a were
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7—=-Our management and
other personnel need to devote a substantlal amount of time to these compliance initiatives. Moreover these rules and
regulations have increased and will continue to ierease-negatively impact our legal and financial compliance costs and will
make some activities more time- consuming and costly. 'Having availed ourselves of scaled disclosure available to smaller
reporting companies, we cannot be certain if such reduced disclosure will make our common stock less attractive to investors.
Under Rule 12b- 2 of the Exchange Act, a ““ smaller reporting company ” is a company that is not an investment company, an
asset- backed issuer or a majority- owned subsidiary of a parent company that is not a smaller reporting company, and had a
public float of less than $ 250 million as of the last business day of its most recently completed second fiscal quarter or, if such
public float is less than $ 700 million, had annual revenues of less than $ 100 million during the most recently completed fiscal
year. Smaller reporting companies are permitted to provide simplified executive compensation disclosure in their filings; and
they have certain other decreased disclosure obligations in their SEC filings, including, among other things, only being required
to provide two years of audited financial statements in annual reports. We qualify as a smaller reporting company. For as long as
we continue to be a smaller reporting company, we expect that we will take advantage of the reduced disclosure obligations
available to us as a result of those respective classifications. Decreased disclosure in our SEC filings as a result of our having
availed ourselves of scaled disclosure may make it harder for investors to analyze our results of operations and financial
prospects. 9Htem45Item 1B. UNRESOLVED STAFF COMMENTS



