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We are subject to a number of risks that if realized could materially harm our business, prospects, operating results, and
financial condition. Some of the more significant risks and uncertainties we face include those summarized below. The
summary below is not exhaustive and is qualified by reference to the full set of risk factors set forth in this “ Risk Factors ”
section. Please carefully consider all of the information in this Form 10- K, including the full set of risks set forth in this ““ Risk
Factors ” section, and in our other filings with the U. S. Securities and Exchange Commission before making an investment
decision regarding Xencor. We have reviewed our risk factors and categorized them into five specific categories: —1. Risks
related to our unique and specific business operations as a small biotechnology company. These risks include: * Our success
depends on our ability to use and expand our XmAb technology platform to build a pipeline of XmAb-product candidates and
develop marketable products. We cannot be certain our candidates will receive regulatory approval or be successfully
commercialized. ¢ The clinical development stage of our operations may make it difficult for you to evaluate the success of our
business to date and to assess our future viability. ¢ Preliminary, interim, and topline data from our clinical trials that we
announce or publish fremtime-te-time-may change as more patient data become available and-are-subjeet-to-auditand
verifteation-proeedures-that could result in material changes in the final data. - Our business Fhe-COVAD—9-pandemie-and
results t-he—ﬁttt&e—eutbfealeof operatlons efheehtgh-ky—m-feeﬁeusee%eerﬁagieﬂs—dtseases-could be mateﬂa-l-ly—aﬁd-adversely
mpaet-impacted by or- pe
fPhe-Hs-lee-Pﬂsmg—rnflatlon' -- ates-and-globally ateria Hpaet-or-disraptot

8 operatt ews-and-performa 2 Risks specrﬁcally related to our financial position,
capital requirements and ownershrp of our common stock These risks include: * We have incurred significant losses since our
inception and anticipate that we will continue to incur significant losses for the foreseeable future. « Biopharmaceutical product
development is a highly speculative undertaking and involves a substantial degree of uncertainty. We

may never be profitable. « We will require additional financing and may be unable to raise
sufficient capital, which could lead us to delay, reduce or abandon research and development programs or commercialization. ¢
The market price of our common stock is likely to be highly volatile, and you could lose all or part of your investment. « Our
principal stockholders, directors and management own a significant percentage of our stock and will be able to exert significant
control over matters subject to stockholder approval. « Raising additional funds through debt or equity financing may be dilutive
orrestrietouroperations-and raising funds through licensing may require us to relinquish rights to our technology or product
candidates. * Future sales and issuances of our common stock or rights to purchase common stock, including pursuant to our
equity incentive plans, could result in additional dilution of the percentage ownership of our stockholders and could cause our
stock price to fall. 3. Risks related to our intellectual property. These risks include: ¢ If we are unable to obtain, maintain and
enforce intellectual property protection covering our products, others may be able to make, use or sell products substantially the
same as ours, which could adversely affect our ability to compete in the market. * We have in- licensed, and may in the future
in- license, a portion of our intellectual property, and, if we fail to comply with our obligations under these arrangements, we
could lose such intellectual property rights or owe damages to the licensor of such intellectual property. « We may be required to
reduce the scope of our intellectual property due to third party intellectual property claims. * Our products could infringe patents
and other property rights of others, which may result in costly litigation and, if we are not successful, could cause us to pay
substantial damages or limit our ability to commercialize our products, which could have a material adverse effect on our
business. ¢ If we are not able to prevent disclosure of our trade secrets and other proprietary information, the value of our
technology and products could be significantly diminished. ¢ If we do not obtain patent term extension and data exclusivity for
any therapeutic candidates we develop, our business may be materially harmed. 4. Risks related to our dependence on third
parties. These risks include: * Our patent protection and prosecution for some of our product candidates is dependent on third
parties. » We rely on third- party manufacturers to ferthe-manufacture efour product candidates —Fhis-entatls-aeomplex
proeess-and manufactorers-ofteneneounter-diffienltiesin-produetion-provide supplies for our preclinical candidates . [f we;-or
any of our thrrd party manufacturers sencounter afy-problems or loss of drug material during production eur—- or master
therwise fail to comply with their contractual obligations, the

development er—eeﬁﬁﬂefeta-h*zat—teﬁ—of our product candldates Could be delayed or stopped. * Our existing partnerships are
important to our business 58 y . If we are unable to maintain any of these
partnerships, or if these partnershrps are not successful our busrness could be adversely affected. « We rely upon third- party
contractors, and service providers for the execution of most aspects of our development programs. Failure of these collaborators
to provide services of a sultable qualrty and w1th1n acceptable tlmeframes may cause the delay or fallure of our development
programs —=W d d

eemp-l-}a-nee— 5. Rrsks related to our 1ndustry These rrsks include: ¢ Clrnrcal trrals are expensive and take years to Conduct sand
the outcome of such Cllnlcal tr1als is uncertarn Clrnrcal trrals may fail to prove our product candldates are safe and effective.

v g ; p y dates— Adverse
side effects or other safety rrsks associated with our product Candrdates could delay or preclude approval cause us to suspend or
discontinue clinical trials ;-and abandon product candidates pProv b




stgnifieantnegative g g v . « If we experience delays or difficulties in the
enrollment of | patrents in chnrcal trials, our rece1pt of necessary regulatory approvals could be delayed or prevented. « Our
industry is subject to competition for skilled personnel and the challenges we face to identify and retain key personnel could
impair our ability to effectively conduct and grow our operations. * The development and commercialization of biologic
products is subject to extensive regulation, and we may not obtain regulatory approvals for any of our product candidates. + We
face significant competition from other brotechnology and pharrnaceutrcal companres and our operatlng results Wlll suffer if we
fail to compete effectlvely . e A W althearep otrals vestEators

see A her-healtheareJaws-and-regla hteh-e se-ts-to-penalties: Present and future leglslatron may
increase the difficulty and cost for us to obtain marketrng approval of and comrnerc1al1ze our product candrdates and affect the
prrceswemayobtaln. en 6 y et-candidates product-candidates may-be-subjee

bus1ness 1nvolves the controlled use of hazardous materrals and as such we are subject to envrronmental and occupatronal safety
laws. Continued compliance with these laws may incur substantial costs and failure to maintain compliance could result in
liability for damages that may exceed our resources. Rrsks Related to Our Unique and Specrfrc Business Operat10ns asa Small
Brotechnology Cornpany steeess-depends-on ak 3 ;

appfe’v‘&l-eiebe-sueeess-fuﬂy-eemmefetah'zed—We use our proprretary XmAb technology platform to develop engrneered
antibodies, with an initial focus on four properties: immune inhibition, cytotoxicity, extended half- life and most recently,
heterodimeric Fc domains enabling molecules with dual target binding. This platform has led to our current pipeline of
candidates as well as the other programs that utilize our technology and that are being developed by our partners and licensees.
While we believe our preclinical and clinical data to date, together with our established partnerships, has validated our platform
to a degree, most of the programs are in early stages of development. Although drug candidates incorporating our Fc technology,
or Fc candidates, have been approved by the FDA, other product candidates have not yet been, and may never lead to, approved
or marketable therapeutic antibody products. Even if we are successful in continuing to build our pipeline, the potential
candidates that we identify may not be suitable for clinical development, including as a result of their harmful side effects,
limited efficacy or other characteristics that indicate that they are unlikely to receive marketing approval and achieve market
acceptance. If we do not successfully develop and commercialize product candidates, we may not be able to obtain product or
partnership revenues in future periods, which would adversely affect our business, prospects, financial condition and results of
operations. Our operations to date have been limited to raising capital, staffing our company, developing our proprietary XmAb
technology platform, identifying potential product candidates, conducting preclinical studies and clinical trials, developing
partnerships and business planning. We have conducted, or are currently conducting, early phase clinical trials for several
product candidates, but have not completed any late stage clinical trials for these or any other product candidate. We have not
yet demonstrated our ability to successfully complete any pivotal clinical trials, obtain regulatory approvals, manufacture a
commercial scale product, or arrange for a third party to do so on our behalf, or conduct sales and marketing activities necessary
for successful product commercialization. Consequently, any predictions you make about our future success or viability may not
be as accurate as they could be if we were further advanced in development of our product candidates. In addition, we may
encounter unforeseen expenses, difficulties, complications, delays and other known and unknown factors. We believe we will
need to transition from a company with a research and development focus to a company capable of supporting commercial
activities. We may not be successful in this transition. We expect our financial condition and operating results to continue to
fluctuate significantly from quarter to quarter and year to year due to a variety of factors, many of which are beyond our control.
Accordingly, you should not rely upon the results of any quarterly or annual periods as indications of future operating
performance. From time to time, we may publicly disclose preliminary, interim or topline data from our clinical trials. These
updates are based on a preliminary analysis of then- available data, and the results and related findings and conclusions are
subject to change following a more comprehensive review of the data related to the particular study or trial. Additionally,
interim data from clinical trials that we may complete are subject to the risk that one or more of the clinical outcomes may
materially change as patient enrollment continues and more patient data become available. Therefore, positive interim results in
any ongoing clinical trial may not be predictive of such results in the completed study or trial. We also make assumptions,
estimations, calculations and conclusions as part of our analyses of data, and we may not have received or had the opportunity to
fully and carefully evaluate all data. As a result, the preliminary results that we report may differ from future results of the same
studies, or different conclusions or considerations may qualify such results, once additional data have been received and fully
evaluated. Preliminary data also remain subject to audit and verification procedures that may result in the final data being
materially different from the preliminary data we previously published. As a result, preliminary, interim or topline data should
be viewed with caution until the final data are available. In addition, we may report interim analyses of only certain endpoints
rather than all endpoints. Adverse changes between preliminary or interim data and final data could significantly harm our
business and prospects. Further, additional disclosure of interim data by us or by our competitors in the future could result in
volatility in the price of our common stock. See the description of risks under the heading “ Risks Specifically Related to Our
Financial Position, Capital Requirements and Ownership of Our Common Stock ” for more disclosure related to the risk of
volatility in our stock price. Further, others, including regulatory agencies, may not accept or agree with our assumptions,
estimates, calculations, conclusions or analyses or may interpret or weigh the importance of data differently, which could impact
the value of the particular program, the approvability or commercialization of the particular product candidate or product and
our company in general. In addition, the information we choose to publicly disclose regarding a particular study or clinical trial



is typically selected from a more extensive amount of available information. You or others may not agree with what we
determine is the material or otherwise appropriate information to include in our disclosure, and any information we determine
not to disclose may ultimately be deemed significant with respect to future decisions, conclusions, views, activities or otherwise
regarding a particular product, product candidate or our business. If the preliminary or topline data that we report differ from
late, final or actual results, or if others, including regulatory authorities, disagree with the conclusions reached, our ability to
obtam approval fo1, and Commeruallze our plOdULt candidates may be harmed which could harm our busmess fmdnClal

is subjeut to global and US economic conditions. Recent increases in interest rates and mﬂatlon Llobally and in the US regions,
have led to economic volatility, increased borrowing costs, price increases and risks of recessions. Economic recessions may



have adverse consequences across industries, including the biotechnology industry, which may adversely affect the Company’ s
business and financial condition. As a result of the ongoing actions taken by governments to attempt to slow down rising
inflation, there is substantial uncertainty about the strength of the global economies, which may currently or in the near term be
in a recession and have experienced rapid increases in uncertainty about the pace of potential recovery. In addition, changes in
general market, economic and political conditions in domestic and foreign economies or financial markets, including fluctuation
in stock markets resulting from, among other things, trends in the economy and inflation, as are being currently experienced,
may adversely impact our cash runway as well as our ability to raise funds. We are a clinical- stage biopharmaceutical company.
To date, we have financed our operations primarily through equity financings and our research and development licensing
agreements and have incurred significant operating losses since our inception in 1997. For the year ended December 31, 2622
2023 , we incurred a net loss of $ 126 £55-. 1 2ymillion and as of December 31, 2022-2023 , we had an accumulated deficit of $
338464 . 3-4 million. We expect to incur additional net losses in future years as we execute our plan to continue our discovery,
research and development activities, including the ongoing and planned clinical development of our antibody and-eytekine
product candidates, and incur the additional costs of operating as a public company. We are unable to predict the extent of any
future losses or when we will become profitable, if ever. Even if we do achieve profitability, we may not be able to sustain or
increase profitability on an ongoing basis which would adversely affect our business, prospects, financial condition, and results
of operations. We have devoted substantially all of our financial resources and efforts to developing our proprietary XmAb
technology platform, identifying potential product candidates and conducting preclinical studies and clinical trials. We are still
in the early stages of developing our product candidates, and we have not completed development of any of our wholly- owned
products. Our revenue to date has been primarily revenue from the license of our proprietary XmAb technology platform and
drug candidates for the development of product candidates by others or revenue from our partners. Our ability to generate
revenue and achieve profitability depends in large part on our ability, alone or with partners, to achieve milestones and to
successfully complete the development of, obtain the necessary regulatory approvals for, and commercialize and market,
product candidates. We do not anticipate generating revenues from sales of our own products in the foreseeable future that will
provide sufficient proceeds to fund our operations on an ongoing basis. Our ability to generate future revenues from licensing
our proprietary XmAb technologies and drug candidates depends heavily on our and our partners’ success in advancing drug
candidates that they have licensed from us or developed using one of our technologies. Our partners face the same development,
regulatory and market risk for advancing their drug candidates and their ability to successfully advance these partnered programs
will affect potential milestones and royalties we could earn under our collaboration agreements. Further, our partners may
decide not to pursue, or decide to deprioritize our programs due to changing priorities which could affect our future potential
revenue from such arrangements. Because of the numerous risks and uncertainties associated with biologic product
development, we are unable to predict the timing or amount of increased expenses and when we will be able to achieve or
maintain profitability, if ever. In addition, our expenses could increase beyond expectations if we are required by the FDA, or
foreign regulatory agencies, to perform studies and trials in addition to those that we currently anticipate, or if there are any
delays in our or our partners’ completion of clinical trials or delays in the development of any of our product candidates. Even if
we or our partners are able to generate revenues from the sale of any approved products, we may not become profitable and may
need to obtain additional funding to continue operations, which may not be available to us on favorable terms, if at all. As of
December 31, 20222023 , we had $ 643-697 . 5-4 million in cash, cash equlvalents and marketable debt securities ;-and
reeetvables-. We expect our expenses to increase in connection with our ongoing development activities, including the continued
development of our pipeline of bispecific antibody anrd-eytekinre-drug candidates and other research activities. Identifying
potential product candidates and conducting preclinical testing and clinical trials are time- consuming, expensive, and uncertain
processes that take years to complete, and we or our partners may never generate the necessary data or results required to obtain
regulatory approval and achieve product sales. In addition, our product candidates, if approved, may not achieve commercial
success. Our commercial revenues, if any, will be derived from sales of products that we do not expect to be commercially
available for many years, if at all. If we are unable to raise capital when needed or on attractive terms, we could be forced to
delay, reduce or eliminate our research and development programs or any future commercialization efforts. We believe our
existing cash, cash equivalents and marketable securities, together with interest thereon and expected milestones and royalty
payments will be sufficient to fund our operations into threngh-the-end-of2625-2027 . However, changing circumstances or
inaccurate estimates by us may cause us to use capital significantly faster than we currently anticipate, and we may need to
spend more money than currently expected because of circumstances beyond our control. We do not have sufficient cash to
complete the clinical development of any of our product candidates and will require additional funding to complete the
development activities required for regulatory approval of our current product candidates or any other future product candidates
that we develop independently. Because successful development of our product candidates is uncertain, we are unable to
estimate the actual funds we will require to complete research and development and commercialize our product candidates.
Adequate additional financing may not be available to us on acceptable terms, or at all. In addition, we may seek additional
capital due to favorable market conditions or strategic considerations; even if we believe we have sufficient funds for our current
or future operating plans. If we are unable to raise capital when needed or on attractive terms, we could be forced to delay,
reduce or eliminate our research and development programs or any future commercialization efforts. Prior to our initial public
offering (IPO), there was no public market for our common stock. The trading price of our common stock is likely to be volatile.
Since our IPO, the trading price of our common stock has ranged from a low of approximately $ 5. 75 to a high of approximately
$ 58. 345. Our stock price could be subject to wide fluctuations in response to a variety of factors, including the following: 1.
adverse results or delays, or cancellations of clinical trials by us or our partners; 2. inability to obtain additional funding; 3
changes in laws or regulations applicable to our products; 4. inability to obtain adequate product supply for our product
candidates, or the inability to do so at acceptable prices; 5. adverse regulatory decisions; 6. changes in the structure of healthcare



payment systems; 7. introduction of new products or technologies by our competitors; 8. failure to meet or exceed product
development or financial projections we provide to the public; 9. the perception of the pharmaceutical and biotechnology
industry by the public, legislatures, regulators and the investment community; 10. announcements of significant acquisitions,
strategic partnerships, joint ventures or capital commitments by us or our competitors; 11. disputes or other developments
relating to proprietary rights, including patents, litigation matters and our ability to obtain patent protection for our technologies;
12. additions or departures of key scientific or management personnel; 13. significant lawsuits, including patent or stockholder
litigation; 14. changes in the market valuations of similar companies; 15. sales of our common stock by us or our stockholders in
the future; and 16. trading volume of our common stock. In addition, the stock market in general, and the Nasdaq Global Market
and 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. In the past, securities
class action litigation has often been brought against a company following a decline in the market price of its securities. This risk
is especially relevant for us because biopharmaceutical companies have experienced significant stock price volatility in recent
years. If we face such litigation, it could result in substantial costs and a diversion of management’ s attention and resources,
which could harm our business. Based on information available to us as of December 31, 2022-2023 our executive officers,
management, directors, 5 % stockholders and their affiliates beneficially owned, as a group, approximately #4+64 . +8 % of our
voting stock. Therefore, our officers, directors and 5 % stockholders and their affiliates will have the ability to influence us
through this ownership position and so long as they continue to beneficially own a significant amount of our outstanding voting
stock. These stockholders may be able to determine all matters requiring stockholder approval and this concentration of
ownership may deprive other stockholders from realizing the true value of our common stock. For example, these stockholders,
acting together, may be able to control elections of directors, amendments of our organizational documents, or approval of any
merger, sale of assets, or other major corporate transaction. This may prevent or discourage unsolicited acquisition proposals,
offers for our common stock or other transactions or arrangements that you may believe are in your best interest as one of our
stockholders. To the extent that additional capital is raised through the sale of equity or convertible debt securities, the issuance
of those securities could result in substantial dilution for our current stockholders and the terms may include liquidation or other
preferences that adversely affect the rights of our current stockholders. Existing stockholders may not agree with our financing
plans or the terms of such financings. If we are unable to obtain additional funding on required timelines, we may be required
to: 1. seek collaborators for one or more of our product candidates at an earlier stage than otherwise would be desirable or on
terms that are less favorable than might otherwise be available; 2. relinquish or license on unfavorable terms our rights to
technologies or product candidates that we otherwise would seek to develop or commercialize ourselves; or 3. significantly
curtail one or more of our research or development programs or cease operations altogether. Additional funding may not be
available to us on acceptable terms, or at all. We expect that significant additional capital will be needed in the future to continue
our planned operations. To the extent we raise additional capital by issuing equity securities, our stockholders may experience
substantial dilution. We may sell common stock, convertible securities, or other equity securities in one or more transactions at
prices and in a manner, we determine from time to time. These sales may also result in material dilution to our existing
stockholders, and new investors could gain rights superior to our existing stockholders. Pursuant to our 2643-2023 equity
incentive plan (2643-2023 plan), subject to board approval, our management is authorlzed to grant stock optlons and other
equrty based awards to our employees directors and consultants. As Fhe-numb shares-a srant-tn

any—givef)—year—As—e#BeeembeH—l—Z@Q%—2023 we had options to purchase -1-9—11 982—142 642—986 shares outstandrng under

our equity compensation plans. In addition, we are also authorized to grant equity awards, 1nclud1ng stock options, to our

employees, directors, and consultants, covering up to +4-19 , 792-434 , 799-971 shares of our common stock, pursuant to our
equity compensation plans. We plan to register the number of shares avarlable for issuance or subject to outstandlng awards
under our equlty compensatlon plans - ; eetors-eleets he-ntmb share ireg

-fa-l-l— If our 1nterna1 control over ﬁnanmal reportrng is n0t effectlve we may not be able to aceurately report our ﬁnanmal results
or file our periodic reports in a timely manner, which may cause investors to lose confidence in our reported financial
information and may lead to a decline in our stock price. Effective internal control over financial reporting is necessary for us to
provide reliable financial reports in a timely manner. If we fail to adequately staff our accounting and finance function to address
the additional demands that will be placed upon us as a public company, including the requirements of the Sarbanes- Oxley Act
0f 2002, or fail to maintain adequate internal control over financial reporting, it could prevent our management from concluding
our internal control over financial reporting is effective and impair our ability to prevent material misstatements in our financial
statements, which could cause our business to suffer. As a large accelerated filer, we are subject to additional internal control
requirements of the Sarbanes- Oxley Act of 2002. Sales of a substantial number of shares of our common stock by our existing
stockholders in the public market could cause our stock price to fall. If our existing stockholders sell, or indicate an intention to
sell, substantial amounts of our common stock in the public market, the trading price of our common stock could decline. In
addition, a substantial number of shares of common stock are subject to outstanding options that are or will become eligible for
sale in the public market to the extent permitted by the provisions of various vesting schedules. 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. Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited. Our net
operating loss (NOL) carryforwards generated in tax years ending on or prior to December 31, 2017, are only permitted to be
carried forward for 20 years under applicable U. S. tax law. Under the Tax Cuts and Jobs Act of 2017 (TCJA), our federal NOLs



generated in tax years ending after December 31, 2017, may be carried forward indefinitely, but the deductibility of such federal
NOLs generated in tax years beginning after December 31, 2021, is limited. It is uncertain if and to what extent various states
will conform to the TCJA. In addition, under Sections 382 and 383 of the Internal Revenue Code of 1986, as amended, and
corresponding provisions of state law, if a corporation undergoes an “ ownership change, > which is generally defined as a
greater than 50 % change, by value, in its equity ownership over a three- year period, the corporation’ s ability to use its pre-
change NOL carryforwards and other pre- change U. S. tax attributes (such as research tax credits) to offset its post- change
income or taxes may be limited. It is also possible that we have in the past undergone, and in the future may undergo, ownership
changes that could result in additional limitations on our net operating loss and tax credit carryforwards. As a result, our pre-
2018 NOL carryforwards may expire prior to being used. Similar provisions of state tax law may also apply to limit our use of
accumulated state tax attributes. In addition, at the state level, there may be periods during which the use of NOLSs is suspended
or otherwise limited, which could accelerate or permanently increase state taxes owed. As a result, if we earn net taxable
income, we may be unable to use all or a material portion of our NOLs and other tax attributes, which could potentially result in
increased future tax liability to us and adversely affect our future cash flows. New federal and state income tax legislation may
affect our current and future income tax liabilities . The TCJA changed the income tax treatment of research and development
expenses which may result in additional federal and state tax liabilities. For tax years ended in December 31, 2022 and
subsequent years, research and development costs must be capitalized and amortized over a period of years whiekeoutd-; this
has resutt-resulted in additional federal and-state-tax expense and liabilitics to us in 2022 and future-years-2023. Currently,
there is proposed legislation in Congress that would retroactively restore the deduction of research and development
expenses, which if enacted, would reduce our 2023 federal tax expense and liabilities by a material amount . We do not
intend to pay dividends on our common stock so any returns will be limited to the value of our stock. We have never declared or
paid any cash dividend on our common stock. We currently anticipate that we will retain future earnings for the development,
operation and expansion of our business and do not anticipate declaring or paying any cash dividends for the foreseeable future.
Any return to stockholders will therefore be limited to the appreciation of their stock. Provisions in our amended and restated
certificate of incorporation and bylaws, as well as provisions of Delaware law, could make it more difficult for a third party to
acquire us or increase the cost of acquiring us, even if doing so would benefit our stockholders or remove our current
management. Some provisions of our charter documents and Delaware law may have anti- takeover effects that could
discourage an acquisition of us by others, even if an acquisition would be beneficial to our stockholders and may prevent
attempts by our stockholders to replace or remove our current management. These provisions include: ¢ authorizing the issuance
of “ blank check ” preferred stock, the terms of which may be established and shares of which may be issued without
stockholder approval; * prohibiting stockholder action by written consent, thereby requiring all stockholder actions to be taken
at a meeting of our stockholders; ¢ eliminating the ability of stockholders to call a special meeting of stockholders; and °
establishing advance notice requirements for nominations for election to the Board of Directors or for proposing matters that can
be acted upon at stockholder meetings. These provisions may frustrate or prevent any attempts by our stockholders to replace or
remove our current management by making it more difficult for stockholders to replace members of our Board of Directors,
which is responsible for appointing the members of our management. In addition, we are subject to Section 203 of the Delaware
General Corporation Law, which generally prohibits a Delaware corporation from engaging in any of a broad range of business
combinations with an interested stockholder for a period of three years following the date on which the stockholder became an
interested stockholder, unless such transactions are approved by our Board of Directors. This provision could have the effect of
delaying or preventing a change of control, whether or not it is desired by or beneficial to our stockholders. Further, other
provisions of Delaware law may also discourage, delay, or prevent someone from acquiring us or merging with us. Any
provision of our certificate of incorporation or bylaws or Delaware law that has the effect of delaying or deterring change in
control could limit the opportunity for our stockholders to receive a premium for their shares of our common stock, and could
also affect the price that some investors are willing to pay for our common stock. Requirements associated with being a public
reporting company will continue to increase our costs significantly, as well as divert significant company resources and
management attention. We have been subject to the reporting requirements of the Exchange Act and the other rules and
regulations of the Securities and Exchange Commission (SEC) since December 2013. Effective for the year- ended December
31,2016, we became a large accelerated filer and are subject to additional internal control and SEC reporting obligations.
Compliance with the various reporting and other requirements applicable to public reporting companies requires considerable
time, attention of management, and financial resources. Further, the listing requirements of The Nasdaq Global Market require
that we satisfy certain corporate governance requirements relating to director independence, distributing annual and interim
reports, stockholder meetings, approvals, and voting, soliciting proxies, conflicts of interest and a code of conduct. Our
management and other personnel need to devote a substantial amount of time to ensure that we comply with all of these
requirements. Moreover, the reporting requirements, rules and regulations increase our legal and financial compliance costs and
also make some activities more time- consuming and costly. These reporting requirements, rules, and regulations, coupled with
the increase in potential litigation exposure associated with being a public company, could also make it more difficult for us to
attract and retain qualified persons to serve on our Board of Directors or board committees or to serve as executive officers, or to
obtain certain types of insurance, including directors’ and officers’ insurance, on acceptable terms. In addition, being a public
company could make it more difficult or more costly for us to obtain certain types of insurance, including directors’ and
officers’ liability insurance, and we may be forced to accept reduced policy limits and coverage or incur substantially higher
costs to obtain the same or similar coverage. The impact of these events could also make it more difficult for us to attract and
retain qualified persons to serve on our Board of Directors, our Board committees, or as executive officers. Any changes we
make to comply with these obligations may not be sufficient to allow us to satisfy our obligations as a public company on a
timely basis, or at all. Investors' expectations of our performance relating to environmental, social and governance factors



may impose additional costs and expose us to new risks. There is an increasing focus from certain investors, employees,
regulators and other stakeholders concerning corporate responsibility, specifically related to environmental, social and
governance (ESG) factors. Some investors may use these factors to guide investment strategies and decisions. Complying
with ESG standards and expectations may impose additional costs and expose us to new risks for not meeting investor
and third- party expectations in meeting published ESG guidelines. Risks Related to Our Intellectual Property Our
commercial success depends, in part, on our ability to obtain, maintain and enforce patents, trade secrets, trademarks and other
intellectual property rights and to operate without having third parties infringe, misappropriate or circumvent the rights that we
own or license. The value of many of our partnered licensing arrangements is based on the underlying intellectual property and
related patents. If we are unable to obtain, maintain and enforce intellectual property protection covering our products or
underlying technologies, others may be able to make, use or sell products that are substantially the same as ours without
incurring the sizeable development and licensing costs that we have incurred, which would adversely affect our ability to
compete in the market. As of December 31, 28222023 , we held over 1, 488-500 issued patents and pending patent applications.
We file patent applications in the United States, Canada, Japan, Europe and other major markets either directly or via the Patent
Cooperation Treaty. Our ability to stop third parties from making, using, selling, offering to sell or importing our product
candidates is dependent upon the extent to which we have rights under valid and enforceable patents or trade secrets that cover
these activities. However, the patent positions of biopharmaceutical companies, including ours, can be highly uncertain and
involve complex legal and factual questions for which important legal principles remain unresolved. No consistent policy
regarding the breadth of claims allowed in patents in these fields has emerged to date in the United States. The U. S. patent laws
have recently changed, there have been changes regarding how patent laws are interpreted, and the U. S. Patent and Trademark
Office (the PTO) has also implemented changes to the patent system. Some of these changes are currently being litigated, and
we cannot accurately determine the outcome of any such proceedings or predict future changes in the interpretation of patent
laws or changes to patent laws which might be enacted into law. Those changes may materially affect our patents, our ability to
obtain patents or the patents and applications of our collaborators and licensors. The patent situation in the biopharmaceutical
industry outside the United States is even more uncertain. Therefore, there is no assurance that our pending patent applications
will result in the issuance of patents or that we will develop additional proprietary products which are patentable. Moreover,
patents issued or to be issued to us may not provide us with any competitive advantage. Our patent position is subject to
numerous additional risks, including the following: 1. we may fail to seek patent protection for inventions that are important to
our success; 2. our pending patent applications may not result in issued patents; 3. we cannot be certain that we are the first to
invent the inventions covered by pending patent applications or that we were the first to file such applications and, if we are not,
we may be subject to priority disputes; 4. we may be required to disclaim part or all of the term of certain patents or all of the
term of certain patent applications; 5. we may file patent applications but have claims restricted or we may not be able to supply
sufficient data to support our claims and, as a result, may not obtain the original claims desired or we may receive restricted
claims. Alternatively, it is possible that we may not receive any patent protection from an application; 6. we could inadvertently
abandon a patent or patent application, resulting in the loss of protection of certain intellectual property rights in a certain
country. We, our collaborators or, our patent counsel may take action resulting in a patent or patent application becoming
abandoned which may not be able to be reinstated or if reinstated, may suffer patent term adjustments; 7. the claims of our
issued patents or patent applications when issued may not cover our product candidates; 8. no assurance can be given that our
patents would be declared by a court to be valid or enforceable or that a competitor’ s technology or product would be found by
a court to infringe our patents. Our patents or patent applications may be challenged by third parties in patent litigation or in
proceedings before the PTO or its foreign counterparts, and may ultimately be declared invalid or unenforceable, or narrowed in
scope; 9. there may be prior art of which we are not aware that may affect the validity or enforceability of a patent claim. There
also may be prior art of which we are aware, but which we do not believe affects the validity or enforceability of a claim, which
may, nonetheless, ultimately be found to affect the validity or enforceability of a claim; 10. third parties may develop products
which have the same or similar effect as our products without infringing our patents. Such third parties may also intentionally
circumvent our patents by means of alternate designs or processes or file applications or be granted patents that would block or
hurt our efforts; 11. there may be dominating patents relevant to our product candidates of which we are not aware; 12. our
patent counsel, lawyers or advisors may have given us, or may in the future give us incorrect advice or counsel. Opinions from
such patent counsel or lawyers may not be correct or may be based on incomplete facts; 13. obtaining regulatory approval for
biopharmaceutical products is a lengthy and complex process, and as a result, any patents covering our product candidates may
expire before, or shortly after such product candidates are approved and commercialized; 14. the patent and patent enforcement
laws of some foreign jurisdictions do not protect intellectual property rights to the same extent as laws in the United States, and
many companies have encountered significant difficulties in protecting and defending such rights in foreign jurisdictions. If we
encounter such difficulties or we are otherwise precluded from effectively protecting our intellectual property rights in foreign
jurisdictions, our business prospects could be substantially harmed; and 15. we may not develop additional proprietary
technologies that are patentable. Any of these factors could hurt our ability to gain full patent protection for our products.
Registered trademarks and trademark applications in the United States and other countries are subject to similar risks as
described above for patents and patent applications, in addition to the risks described below. Many of our product development
partnership agreements are complex and may call for licensing or cross- licensing of potentially blocking patents, know- how or
intellectual property. Due to the potential overlap of data, know- how and intellectual property rights there can be no assurance
that one of our collaborators will not dispute our right to use, license or distribute data, know- how or other intellectual property
rights, and this may potentially lead to disputes, liability or termination of a program. There are no assurances that our actions or
the actions of our collaborators would not lead to disputes or cause us to default with other collaborators. For example, we may
become involved in disputes with our collaborators relating to the ownership of intellectual property developed in the course of



the partnership. We also cannot be certain that a collaborator will not challenge the validity or enforceability of the patents we
license. We cannot be certain that any country’ s patent and / or trademark office will not implement new rules which could
seriously affect how we draft, file, prosecute and / or maintain patents, trademarks and patent and trademark applications. We
cannot be certain that increasing costs for drafting, filing, prosecuting and maintaining patents, trademarks and patent and
trademark applications will not restrict our ability to file for patent protection. For example, we may elect not to seek patent
protection in certain jurisdictions or for certain inventions in order to save costs. We may be forced to abandon or return the
rights to specific patents due to a lack of financial resources. We intend to file applications for trademark registrations in
connection with our product candidates in various jurisdictions, including the United States. No assurance can be given that any
of our trademark applications will be registered in the United States or elsewhere, or that the use of any registered or
unregistered trademarks will confer a competitive advantage in the marketplace. Furthermore, even if we are successful in our
trademark registrations, the FDA and regulatory authorities in other countries have their own process for drug nomenclature and
their own views concerning appropriate proprietary names. No assurance can be given that the FDA or any other regulatory
authority will approve of any of our trademarks or will not request reconsideration of one of our trademarks at some time in the
future. The loss, abandonment, or cancellation of any of our trademarks or trademark applications could negatively affect the
success of the product candidates to which they relate. We currently rely, and may in the future rely, on certain intellectual
property rights licensed from third parties to protect our technology and certain product candidates, and we may enter into
additional license agreements in the future. As part of our discovery and development activities, we routinely evaluate in-
licenses from academic and research institutions. We have sublicensed certain intellectual property rights related to our CD3
bispecific technology from a third party. We also license certain rights to the underlying cell lines for all our product candidates
from third parties. Under these licenses, we have no right to control patent prosecution of the intellectual property or to enforce
the patents, and as such the licensed rights may not be adequately maintained by the licensors. The termination of these or other
licenses could also prevent us from commercializing product candidates covered by the licensed intellectual property. Our
existing license agreements impose, and we expect that future license agreements will impose, various diligence, milestone
payment, royalty and other obligations on us. If there is any conflict, dispute, disagreement or issue of non- performance
between us and our licensing partners regarding our rights or obligations under the license agreements, including any such
conflict, dispute or disagreement arising from our failure to satisfy payment obligations under any such agreement, we may owe
damages, our licensor may have a right to terminate the affected license, and our and our partners' ability to utilize the affected
intellectual property in our drug discovery and development efforts, and our ability to enter into collaboration or marketing
agreements for an affected product or therapeutlc candldate may be adversely affected. We—may—be—fequﬁed-to—reduee—t-he—seepe
ms—Our competitors may have filed, and may in the
future file, patent apphcatlons covering technology s1m11ar to ours. Any such patent appllcatlon may have priority over our
patent applications, which could further require us to obtain rights to issued patents covering such technologies. If another party
has filed a U. S. patent application on inventions similar to ours that claims priority to an application filed prior to March 16,
2013, we may have to participate in an interference proceeding declared by the PTO to determine priority of invention in the
United States. The costs of these proceedings could be substantial, and it is possible that such efforts would be unsuccessful if,
unbeknownst to us, the other party had independently arrived at the same or similar invention prior to our own invention,
resulting in a loss of our U. S. patent position with respect to such inventions. In addition, changes enacted on March 15, 2013 to
the U. S. patent laws under the America Invents Act resulted in the United States changing from a “ first to invent ” country to a
“first to file ” country. As a result, we may lose the ability to obtain a patent if a third- party files with the PTO first and could
become involved in proceedings before the PTO to resolve disputes related to inventorship. We may also become involved in
similar proceedings in other jurisdictions. Furthermore, changes in U. S. patent law under the America Invents Act allows for
post- issuance challenges to U. S. patents, including ex parte reexaminations, inter parte reviews and post- grant review. There is
significant uncertainty as to how the new laws will be applied and if our U. S. patents are challenged using such procedures, we
may not prevail, possibly resulting in altered or diminished claim scope or loss of patent rights altogether. Similarly, some
countries, notably members of the European Union, also have post grant opposition proceedings that can result in changes in
scope and / or cancellation of patent claims. Our commercial success depends upon our ability, and the ability of our
collaborators, to develop, manufacture, market and sell our product candidates and use our proprietary technologies without
infringing the patents and other proprietary rights of third parties. There is considerable intellectual property litigation in the
biotechnology and pharmaceutical industries. For example, we are aware of issued patents owned by Merus B. V. (Merus) that
may relate to and claim components of our bispecific antibody product candidates and partnered bispecific product candidates,
1nc1ud1ng plamotamab Vudallmab %énﬁ:b—l—@4—and XmAb819 will putatlvely explre in 2033 We—afe—add-tt-toﬁa-l-ly—awafe-e-f
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pOSSIble that these— the patent terms could be extended, for example asa result of patent term restoration to compensate for
regulatory delays. While we believe that our current development of these candidates currently falls into the * safe harbor ” of
non- infringement under 35 U. S. C. § 271 (e) (1), this protection terminates upon commercialization. In addition, there can be
no assurance that our interpretation of this statutory exemption would be upheld. We believe there exists reasonable arguments
of invalidity for the Merus patents-and-the-H—+5-patents; however, we cannot assure that if challenged in litigation for
infringement of these patents that we would prevail. In order to successfully challenge the validity of any issued U. S. patent, we
would need to overcome a presumption of validity. This burden is a high one requiring us to present clear and convincing
evidence as to the invalidity of such claims. There is no assurance that a court would find these claims to be invalid or not
infringed. In addition, as the biopharmaceutical industry expands and more patents are issued, the risk increases that there may
be patents issued to third parties that relate to our products and technology of which we are not aware or that we must challenge



to continue our operations as currently contemplated. Our products may infringe or may be alleged to infringe these patents.
Because some patent applications in the United States may be maintained in secrecy until the patents are issued, because patent
applications in the United States and many foreign jurisdictions are typically not published until eighteen months after filing and
because publications in the scientific literature often lag behind actual discoveries, we cannot be certain that others have not
filed patents that may cover our technologies, our product candidates or their use. Additionally, pending patent applications
which have been published can, subject to certain limitations, be later amended in a manner that could cover our technologies,
our products or the use of our products. We may become party to, or threatened with, future adversarial proceedings or litigation
regarding intellectual property rights with respect to our products and technology. Third parties may assert infringement claims
against us based on existing patents or patents that may be granted in the future. If we are sued for patent infringement, we
would need to demonstrate that our products or methods either do not infringe the patent claims of the relevant patent or that the
patent claims are invalid, and we may not be able to do this. Proving invalidity is difficult. For example, in the United States,
proving invalidity requires a showing of clear and convincing evidence to overcome the presumption of validity enjoyed by
issued patents. Even if we are successful in these proceedings, we may incur substantial costs and divert management’ s time
and attention in pursuing these proceedings, which could have a material adverse effect on us. Any such claims are likely to be
expensive to defend, and some of our competitors may be able to sustain the costs of complex patent litigation more effectively
than we can because they have substantially greater resources. If we are found to infringe a third party’ s intellectual property
rights, we could be required to obtain a license from such third party to continue developing and marketing our products and
technology. We may also elect to enter into such a license in order to settle litigation or in order to resolve disputes prior to
litigation. However, we may not be able to obtain any required license on commercially reasonable terms or at all. Even if we
were able to obtain a license, it could be non- exclusive, thereby giving our competitors access to the same technologies licensed
to us and could require us to make substantial royalty payments. We could also be forced, including by court order, to cease
commercializing the infringing technology or product. In addition, we could be found liable for monetary damages, including
treble damages and attorneys’ fees if we are found to have willfully infringed a patent. A finding of infringement could prevent
us from commercializing our product candidates or force us to cease some of our business operations, which could materially
harm our business. Claims that we have misappropriated the confidential information or trade secrets of third parties could have
a similar negative impact on our business. We rely on trade secret protection to protect our interests in proprietary know- how
and in processes for which patents are difficult to obtain or enforce. We may not be able to protect our trade secrets adequately.
We have a policy of requiring our consultants, advisors, and collaborators to enter into confidentiality agreements and our
employees to enter into invention, non- disclosure and non- compete agreements. However, no assurance can be given that we
have entered into appropriate agreements with all parties that have had access to our trade secrets, know- how or other
proprietary information. There is also no assurance that such agreements will provide for a meaningful protection of our trade
secrets, know- how or other proprietary information in the event of any unauthorized use or disclosure of information.
Furthermore, we cannot provide assurance that any of our employees, consultants, contract personnel, or collaborators, either
accidentally or through willful misconduct, will not cause serious damage to our programs and / or our strategy, for example by
disclosing important trade secrets, know- how or proprietary information to our competitors. It is also possible that our trade
secrets, know- how or other proprietary information could be obtained by third parties as a result of breaches of our physical or
electronic security systems. Any disclosure of confidential data into the public domain or to third parties could allow our
competitors to learn our trade secrets and use the information in competition against us. In addition, others may independently
discover our trade secrets and proprietary information. Any action to enforce our rights is likely to be time consuming and
expensive, and may ultimately be unsuccessful, or may result in a remedy that is not commercially valuable. These risks are
accentuated in foreign countries where laws or law enforcement practices may not protect proprietary rights as fully as in the
United States or Europe. Any unauthorized disclosure of our trade secrets or proprietary information could harm our competitive
position. Depending upon the timing, duration, and specifics of any FDA marketing approval of any therapeutic candidates we
may develop, one or more of our owned or licensed U. S. patents may be eligible for limited patent term extension under the
Hatch- Waxman Act. Similar extensions as compensation for patent term lost during regulatory review processes are also
available in certain foreign countries and territories, such as in Europe under a Supplementary Patent Certificate. However, we
may not be granted an extension in the United States and / or foreign countries and territories because of, for example, failing to
exercise due diligence during the testing phase or regulatory review process, failing to apply within applicable deadlines, failing
to apply prior to expiration of relevant patents, or otherwise failing to satisfy applicable requirements. Moreover, the applicable
time period or the scope of patent protection afforded could be less than we request. If we are unable to obtain patent term
extension or the term of any such extension is shorter than what we request or we fail to choose the most optimal patents to
extend, our competitors may obtain approval of competing products following our patent expiration, and our business, financial
condition, results of operations and prospects could be materially harmed. Risks Related to Our Dependence on Third Parties
While we normally seek and gain the right to fully prosecute the patents relating to our product candidates, there may be times
when patents relating to our product candidates are controlled by our licensors. We rely on third- party manufacturers to
manufacture our product candldates and prov1de supplies for t-he—maﬁtrfaefufe—e#our studies XmAb—engineered-antibodies:
etlties-inproduetion. [f wejor-any of our third- party
manufacturers encounter any—problems or loss of drug material durlng production eur-- or mastereel-banks-orifany-ofour
third—party-manafaetarers-otherwise fail to comply with their contractual obligations, the development er-eommeretatizationof
our product candidates could be delayed or stopped. The manufacture of biopharmaceutical products is complex and requires
significant expertise and capital investment, including the development of advanced manufacturing techniques and process
controls. We and our contract manufacturers must comply with cGMP regulations and guidelines. Manufacturers of
biopharmaceutical products often encounter difficulties in production, particularly in scaling up and validating initial production




and contamination. These problems include difficulties with production costs and yields, quality control, including stability of
the product, quality assurance testing, operator error, shortages of qualified personnel, as well as compliance with strictly
enforced federal, state and foreign regulations. Furthermore, if microbial, viral or other contaminations are discovered in our
products or in the manufacturing facilities in which our products are made, such manufacturing facilities may need to be closed
for an extended period of time to investigate and remedy the contamination. All of our XmAb engineered antibodies are
manufactured by starting with cells which are stored in a cell bank. We have one master cell bank for each antibody
manufactured in accordance with cGMP and multiple working cell banks and believe we would have adequate backup should
any cell bank be lost in a catastrophic event. However, it is possible that we could lose multiple cell banks and have our
manufacturing severely impacted by the need to replace the cell banks. We cannot assure you that any stability or other issues
relating to the manufacture of any of our product candidates or products will not occur in the future. Additionally, our
manufacturer may experience manufacturing difficulties due to resource constraints or as a result of labor disputes or unstable
political environments. If our manufacturers were to encounter any of these difficulties, or otherwise fail to comply with their
contractual obligations, our ability to provide any product candidates to patients in clinical trials and products to patients, once
approved, would be jeopardized. Any delay or interruption in the supply of clinical trial supplies could delay the completion of
clinical trials, increase the costs associated with maintaining clinical trial programs and, depending upon the period of delay,
require us to commence new clinical trials at additional expense or terminate clinical trials completely. Any adverse
developments affecting clinical or commercial manufacturing of our product candidates or products may result in shipment
delays, inventory shortages, lot failures, product withdrawals or recalls, or other interruptions in the supply of our product
candidates or products. We may also have to take inventory write- offs and incur other charges and expenses for product
candidates or products that fail to meet specifications, undertake costly remediation efforts or seek more costly manufacturing
alternatives. Accordingly, failures or difficulties faced at any level of our supply chain could materially adversely affect our
business and delay or impede the development and commercialization of any of our product candidates or products and could
have a material adverse effect on our business, prospects, financial condition and results of operations. Certain of our third-
party manufactures are located outside the United States, and our ability to continue to receive drug material for our
development candidates would be at- risk in the event of instability or geopolitical problems between the United States
and the country' s where these manufacturers are located. Our existing partnerships are important to our business, and
future partnerships may also be important to us. If we are unable to maintain any of these partnerships, or if these
partnerships are not successful, our business could be adversely affected. Because developing biologics products,
conducting clinical trials, obtaining regulatory approval, establishing manufacturing capabilities and marketing approved
products are expensive, we have entered into partnerships, and may seek to enter into additional partnerships, with companies
that have more resources and experience than us, and we may become dependent upon the establishment and successful
implementation of partnership agreements. Our partnership and license agreements include those we have anneuneed-with
JanssenJ & J, Genentech, Vir, Amgen, MerpheSys-Incyte , Alexion and others. These partnerships and license agreements
also have provided us with important funding for our development programs, and we expect to receive additional funding under
these partnerships in the future. Our existing partnerships, and any future partnerships we enter into, may pose a number of
risks, including the following: 1. collaborators have srgmﬁcant drscretlon in determmlng the efforts and resources that they will
apply to these partnersh1ps - ; ; Nova ; g
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may not pursue development and comrnerc1alrzatron of any product candrdates that ach1eve regulatory approval or may elect not
to continue or renew development or commercialization programs based on clinical trial results, changes in the collaborators’
strategic focus or available funding, or external factors, such as an acquisition, that divert resources or create competing
priorities; 54 . collaborators may delay clinical trials, provide insufficient funding for a clinical trial program, stop a clinical
trial or abandon a product candidate, repeat or conduct new clinical trials or require a new formulation of a product candidate for
clinical testing; -5 . collaborators could independently develop, or develop with third parties, products that compete directly or
indirectly with our products or product candidates if the collaborators believe that competitive products are more likely to be
successfully developed or can be commercialized under terms that are more economically attractive than ours, which may cause
collaborators to cease to devote resources to the commercialization of our product candidates; 7-6 . a collaborator with marketing
and distribution rights to one or more of our product candidates that achieve regulatory approval may not commit sufficient
resources to the marketing and distribution of such product or products; 87 . disagreements with collaborators, including
disagreements over proprietary rights, contract interpretation or the preferred course of development, might cause delays or
termination of the research, development or commercialization of product candidates, might lead to additional responsibilities
for us with respect to product candidates, or might result in litigation or arbitration, any of which would be time- consuming and
expensive; 9-8 . while we have generally retained the right to maintain and defend our intellectual property under our agreements
with collaborators, certain collaborators may not properly maintain or defend certain of our intellectual property rights or may
use our proprietary information in such a way as to invite litigation that could jeopardize or invalidate our intellectual property
or proprietary information; +6-9 . collaborators may infringe the intellectual property rights of third parties, which may expose
us to litigation and potential liability; 4410 . collaborators may learn about our technology and use this knowledge to compete
with us in the future; 42-11 . results of collaborators’ preclinical or clinical studies could produce results that harm or impair
other products using our XmAb technology platform; 43-12 . there may be conflicts between different collaborators that could



negatively affect those partnerships and potentially others; and +4-13 . the number and type of our partnerships could adversely
affect our attractiveness to future collaborators or acquirers. If our partnerships and license agreements do not result in the
successful development and commercialization of products or if one of our collaborators terminates its agreement with us, we
may not receive any future research and development funding or milestone or royalty payments under the arrangement. If we do
not receive the funding we expect under these arrangements, our continued development of our product candidates could be
delayed, and we may need additional resources to develop additional product candidates. All of the risks described in these risk
factors relating to product development, regulatory approval and commercialization described in this Annual Report also apply
to the activities of our collaborators and there can be no assurance that our partnerships and license agreements will produce
positive results or successful products on a timely basis or at all. Our partnership agreements generally grant our collaborators
exclusive rights under certain of our intellectual property and may therefore preclude us from entering into partnerships with
others relating to the same or similar compounds, indications or diseases. In addition, partnership agreements may place
restrictions or additional obligations on our ability to license additional compounds in different indications, diseases or
geographical locations. If we fail to comply with or breach any provision of a partnership agreement, a collaborator may have
the right to terminate, in whole or in part, such agreement or to seek damages. Many of our collaborators also have the right to
terminate the partnership agreement for convenience. If a partnership agreement is terminated, in whole or in part, we may be
unable to continue the development and commercialization of the applicable product candidates, and even if we are able to do
so, such efforts may be delayed and result in additional costs. There is no assurance that a collaborator who is acquired by a
third party would not attempt to change certain contract provisions that could negatively affect our partnership. The acquiring
company may also not accept the terms or assignment of our contracts and may seek to terminate the agreements. Any one of
our partners could breach covenants, restrictions and / or sub- license agreement provisions leading us into disputes and
potential breaches of our agreements with other partners. We may in the future determine to partner with additional
pharmaceutical and biotechnology companies for development and potential commercialization of therapeutic products. We
face significant competition in seeking appropriate collaborators. Our ability to reach a definitive agreement for a partnership
will depend, among other things, upon our assessment of the collaborator’ s resources and expertise, the terms and conditions of
the proposed partnership and the proposed collaborator’ s evaluation of a number of factors. If we elect to fund and undertake
development or commercialization activities on our own, we may need to obtain additional expertise and additional capital,
which may not be available to us on acceptable terms or at all. If we fail to enter into partnerships and do not have sufficient
funds or expertise to undertake the necessary development and commercialization activities, we may not be able to further
develop our product candidates or bring them to market or continue to develop our product platform and our business, prospects,
financial condition and results of operations may be materially and adversely affected. We outsource manufacturing, certain
functions, testing and services to CROs, medical institutions and collaborators, and we rely on third parties for quality
assurance, clinical monitoring, clinical data management and regulatory expertise. We also have engaged, and may in the future
engage, a CRO to run all aspects of a clinical trial on our behalf. There is no assurance that such individuals or organizations will
be able to provide the functions, tests, biologic supply or services as agreed upon or in a quality fashion and we could suffer
significant delays in the development of our products or processes. In some cases, there may be only one or few providers of
such services, including clinical data management or manufacturing services. In addition, the cost of such services could be
significantly increased over time. We rely on third parties and collaborators as mentioned above to enroll qualified patients and
conduct, supervise and monitor our clinical trials. Our reliance on these third parties and collaborators for clinical development
activities reduces our control over these activities. Our reliance on these parties, however, does not relieve us of our regulatory
responsibilities, including ensuring that our clinical trials are conducted in accordance with GCP regulations and the
investigational plan and protocols contained in the regulatory agency applications. In addition, these third parties may not
complete activities on schedule or may not manufacture under GMP conditions. Preclinical or clinical studies may not be
performed or completed in accordance with Good Laboratory Practices (GLP) regulatory requirements or our trial design. If
these third parties or collaborators do not successfully carry out their contractual duties or meet expected deadlines, obtaining
regulatory approval for manufacturing and commercialization of our product candidates may be delayed or prevented. We rely
substantially on third- party data managers for our clinical trial data. There is no assurance that these third parties will not make
errors in the design, management or retention of our data or data systems. There is no assurance these third parties will pass
FDA or regulatory audits, which could delay or prohibit regulatory approval. We rely on third parties to manufacture
supplies of our preclinical and clinical product candidates. The development of such candidates could be stopped or
delayed if any such third party fails to provide us with sufficient quantities of product or fails to do so at acceptable
quality levels or prices or fails to maintain or achieve satisfactory regulatory compliance. We do not currently have nor do
we plan to acquire the infrastructure or capability internally to manufacture our clinical drug supplies for use in the conduct of
our clinical trials, and we lack the resources and the capability to manufacture any clinical candidates on a clinical scale. Instead,
we rely on our third- party manufacturing partners to manufacture our clinical drug supply. Any of our contract manufacturers
may not perform as agreed, may be unable to comply with cGMP requirements and with FDA, state and foreign regulatory
requirements or may terminate their respective agreements with us. In addition, manufacturers are subject to ongoing periodic
unannounced inspection by the FDA and other governmental authorities to ensure strict compliance with government
regulations. We do not control the manufacturing processes of our third- party manufacturing partners, which include, among
other things, quality control, quality assurance and the maintenance of records and documentation. If we were to experience an
unexpected loss of supply, we could experience delays in our planned clinical trials as our third- party manufacturing partner
would need to manufacture additional clinical drug supply and would need sufficient lead time to schedule a manufacturing slot.
While there are other potential suppliers of clinical supplies of our biologics, the long transition periods necessary to switch
manufacturers for any of our clinical drug supply would significantly delay our clinical trials and the commercialization of such
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receive regulatory approval and therefore must undergo rigorous and extensive prechmcal studies and clinical trials to
demonstrate safety and efficacy in patients. Clinical trials at any stage in development may fail to demonstrate the safety,
efficacy or pharmacologic properties needed to be a viable product candidate in patients. Early clinical trials may fail to
demonstrate the safety and pharmacokinetic characteristics needed to invest in larger later stage clinical studies. Later clinical
studies that are larger may not demonstrate the desired safety and efficacy profile needed to be of benefit to patients.
Additionally, regulatory authorities may determine that the data provided is not sufficient to grant marketing approval for our
product candidates and may request additional data including additional clinical trials or reject product approval. Conducting
early clinical trials is complex and the outcomes are uncertain. Preclinical studies are performed to help inform human clinical
trials, but human and animal studies are not comparable. Expected or unexpected undesirable side effects caused by our product
candidates could result in the delay, suspension or termination of clinical trials by us, our collaborators, the FDA or other
regulatory authorities for a number of reasons. If we elect or are required to delay, suspend or terminate any clinical trial of any
product candidates that we develop, the commercial prospects of such product candidates will be harmed and our ability to
generate product revenues from any of these product candidates will be delayed or eliminated. Serious adverse events observed
in clinical trials could hinder or prevent market acceptance of the product candidate at issue. Any of these occurrences may
harm our business, prospects, financial condition and results of operations significantly. We may not be able to initiate or
continue clinical trials for our product candidates if we are unable to locate and enroll a sufficient number of eligible patients to
participate in these trials as required by the FDA or similar regulatory authorities outside the United States. In addition, some of
our competitors have ongoing clinical trials for product candidates that treat the same indications as our product candidates, and
patients who would otherwise be eligible for our clinical trials may instead enroll in clinical trials of our competitors’ product
candidates. Our inability to enroll a sufficient number of patients for any of our clinical trials could result in significant delays
and could require us to abandon one or more clinical trials altogether. Enrollment delays in our clinical trials may result in
increased development costs for our product candidates and in delays to commercially launching our product candidates, if
approved, which would cause the value of our company to decline and limit our ability to obtain additional financing. Attracting
and retaining the highly qualified management, scientific and medical personnel necessary for us to successfully implement our
business strategy is extremely competitive in the biotechnology industry. Our industry is experiencing an increasing rate of
competition in hiring and retaining employees and in turnover of management personnel. We depend heavily on our current
management team, whose services are critical to the successful implementation of our product candidate development and
regulatory strategies. In order to induce valuable employees to continue their employment with us, we have provided equity
incentives that vest over time. The value to employees of this equity is significantly affected by movements in our stock price
that are beyond our control and may at any time be insufficient to counteract more lucrative offers from other companies.
Despite our efforts to retain valuable employees, members of our management team may terminate their employment with us at
any time, with or without notice. Further, we do not maintain *“ key person ” insurance for any of our executives or other
employees. The loss of the services of any of our executive officers and our inability to find suitable replacements could harm
our business, financial condition, prospects and ability to achieve the successful development or commercialization of our
product candidates. Our success also depends on our ability to continue to attract, retain and motivate highly skilled scientific
and medical personnel at all levels. Since 2016 we have been increasing the number of our employees and expanding the scope
of our operations with a goal of advancing multiple clinical candidates into development. The increase in our number of
employees places a significant strain on our management, operations, and financial resources, and we may have difficulty
managing this growth. As we continue to grow our operations and advance our clinical programs into later stages of
development, it will require us to recruit and retain employees with additional knowledge and skill sets and no assurance can be
provided that we will be able to attract employees with the necessary skill set to assist in our growth. Many of the other
biotechnology and pharmaceutical companies and academic institutions that we compete against for qualified personnel have
greater financial and other resources, different risk profiles and a longer history in the industry than we do. We also may employ
consultants or part- time and contract employees. There can be no assurance that these individuals are retainable. While we have
been able to attract and retain skilled and experienced personnel and consultants in the past, no assurance can be given that we
will be able to do so in the future. The clinical development, manufacturing, labeling, packaging, storage, recordkeeping,
advertising, promotion, export, import, marketing and distribution and other possible activities relating to our current lead
antibody product candidates, as well as any other antibody product candidate that we may develop in the future, are subject to
extensive regulation in the United States and outside the US as biologics. If we experience delays in obtaining approval, or if we
fail to obtain approval of our product candidates, the commercial prospects for our product candidates may be harmed and our
ability to generate revenues will be materially impaired which would adversely affect our business, prospects, financial
condition and results of operations. The biotechnology and pharmaceutical industries are intensely competitive. We have
competitors both in the United States and internationally, including major multinational pharmaceutical companies,
biotechnology companies, universities and other research institutions. Many of our competitors have substantially greater
financial, technical and other resources, such as larger research and development staff and experienced marketing and
manufacturing organizations and well- established sales forces. Competition may increase further as a result of advances in the
commercial applicability of technologies and greater availability of capital for investment in these industries. Our competitors
may succeed in developing, acquiring or licensing on an exclusive basis, drug products that are more effective or less costly than
any product candidate that we are currently developing or that we may develop. Competition in autoimmune disease and cancer
drug development is intense, with hundreds of compounds in clinical trials by large multinational pharmaceutical companies. In



addition, many currently marketed drugs are undergoing clinical testing in new indications in order to expand their use to new
patient populations. Other companies, including many large international companies, are developing bispecific antibody
technologies and checkpoint inhibitors. This includes products in preclinical and clinical development. Some of these agents
have received marketing approval, and companies continue to conduct clinical trials to expand their currently approved
indications. Alternative technologies, such as standard chemotherapy, cellular therapies and cancer vaccines, may also compete
with our products for patients to conduct clinical trials and future potential market share. Our ability to compete successfully
will depend largely on our ability to leverage our experience in drug discovery and development to: 1. discover and develop
products that are superior to other products in the market; 2. attract qualified scientific, product development and commercial
personnel; 3. obtain and maintain patent and / or other proprietary protection for our products and technologies; 4. obtain
required regulatory approvals; and 5. successfully collaborate with pharmaceutical companies in the discovery, development and
commercialization of new products. Established biopharmaceutical companies may invest heavily to accelerate discovery and
development of products that could make our product candidates less competitive. In addition, any new product that competes
with an approved product must demonstrate compelling advantages in efficacy, convenience, tolerability and safety in order to
overcome price competition and to be commercially successful. Accordingly, our competitors may succeed in obtaining patent
protection, receiving FDA approval or discovering, developing and commercializing medicines before we do, which would have
a material adverse impact on our business. We will not be able to successfully commercialize our product candidates without
establishing sales and marketing capabilities internally or through collaborators. Our current and future relationships with
healthcare professionals, principal investigators, consultants, customers and third- party payors in the United States and
elsewhere may be subject, directly or indirectly, to applicable anti- kickback, fraud and abuse, false claims, physician payment
transparency, health information privacy and security and other healthcare laws and regulations, which could expose us to
penalties. Healthcare providers, physicians and third- party payors in the United States and elsewhere will play a primary role in
the recommendation and prescription of any product candidates for which we obtain marketing approval. Our current and future
arrangements with healthcare professionals, principal investigators, consultants, customers and third- party payors may require
us to comply with broadly applicable fraud and abuse and other healthcare laws, including, without limitation, the federal Anti-
Kickback Statute and the federal civil False Claims Act, that may constrain the business or financial arrangements and
relationships through which we sell, market and distribute any product candidates for which we obtain marketing approval. In
addition, we may be subject to physician payment transparency laws and patient privacy and security regulation by the federal
government and by the states and foreign jurisdictions in which we conduct our business. Efforts to ensure that our future
business arrangements with third parties will comply with applicable healthcare laws and regulations may involve substantial
costs. It is possible that governmental authorities will conclude that our business practices may not comply with current or future
statutes, regulations or case law involving applicable fraud and abuse or other healthcare laws. If our operations are found to be
in violation of any of these laws or any other governmental regulations that may apply to us, we may be subject to significant
civil, criminal and administrative penalties, including, without limitation, damages, fines, imprisonment, disgorgement,
exclusion from participation in government healthcare programs, such as Medicare and Medicaid, additional reporting
requirements and / or oversight if we become subject to a corporate integrity agreement or similar agreement to resolve
allegations of non- compliance with these laws, and the curtailment or restructuring of our operations, as well as reputational
harm, which could significantly harm our business. Among policy makers and payors in the United States and elsewhere, there
is significant interest in promoting changes in healthcare systems with the stated goals of containing healthcare costs, improving
quality and / or expanding access. In the United States, the pharmaceutical industry has been a particular focus of these efforts
and has been significantly affected by major legislative initiatives. Healthcare reform measures, if approved, may result in more
rigorous coverage criteria and lower reimbursement, and in additional downward pressure on the price that may be charged for
any of our product candidates. Even if we are able to commercialize any product candidates, our product candidates may
be subject to unfavorable pricing regulations, third- party coverage and reimbursement policies or healthcare reform
initiatives. Our ability to commercialize any product candidates successfully will depend, in part, on the extent to which
coverage and adequate reimbursement for our product candidates will be available from government payor programs at the
federal and state levels, including Medicare and Medicaid, private health insurers, managed care plans and other third- party
payors. If coverage and adequate reimbursement are not available or reimbursement is available only to limited levels, we may
not be able to successfully commercialize any product candidates for which marketing approval is obtained. The regulations that
govern marketing approvals, pricing, coverage and reimbursement for new drugs and biological products vary widely from
country to country. Current and future legislation may significantly change the approval requirements in ways that could involve
additional costs and cause delays in obtaining approvals. Some countries require approval of the sale price of a product before it
can be marketed. In many countries, the pricing review period begins after marketing or product licensing approval is granted.
In some foreign markets, prescription pharmaceutical pricing remains subject to continuing governmental control even after
initial approval is granted. As a result, we might obtain marketing approval for a product in a particular country, but then be
subject to price regulations that delay commercial launch of the product, possibly for lengthy time periods, and negatively
impact the revenues able to be generated from the sale of the product in that country. Adverse pricing limitations may hinder our
ability to recoup our investment in one or more product candidates, even if our product candidates obtain marketing approval.
There can be no assurance that our product candidates, if they are approved for sale in the United States or in other countries,
will be considered medically reasonable and necessary for a specific indication, that they will be considered cost- effective by
third- party payors, that coverage or an adequate level of reimbursement will be available, or that third- party payors’
reimbursement policies will not adversely affect our ability to sell our product candidates profitably if they are approved for
sale. Our business involves the controlled use of hazardous materials and as such we are subject to environmental and
occupational safety laws. Continued compliance with these laws may incur substantial costs and failure to maintain compliance



could result in liability for damages that may exceed our resources. Our research, manufacturing and development processes,
and those of our third- party contractors and partners, involve the controlled use of hazardous materials. We and our
manufacturers are subject to federal, state and local laws and regulations governing the use, manufacture, storage, handling and
disposal of such materials and certain waste products. Our operations involve the use of hazardous and flammable materials,
including chemicals and biological materials. Our operations also produce hazardous waste products. The risk of accidental
contamination or injury from these materials cannot be completely eliminated. In the event of such an accident, we could be
held liable for any damages that result, and any such liability could exceed our resources. We are not insured against this type of
liability. We may be required to incur significant costs to comply with environmental laws and regulations in the future, and our
operations, business or assets may be materially adversely affected by current or future environmental laws or regulations or any
liability thereunder. We may become subject to the risk of product liability claims. We face an inherent risk of product liability
as a result of the clinical testing of our product candidates and will face an even greater risk if we or our partners commercialize
any products. Human therapeutic products involve the risk of product liability claims and associated adverse publicity.
Currently, the principal risks we face relate to patients in our clinical trials, who may suffer unintended consequences. Claims
might be made by patients, healthcare providers or pharmaceutical companies or others. For example, we may be sued if any
product we develop allegedly causes injury or is found to be otherwise unsuitable during clinical testing, manufacturing,
marketing, or sale. Any such product liability claims 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 product liability claims, we
may incur substantial liabilities or be required to limit commercialization of our product candidates, if approved. Even
successful defense would require significant financial and management resources. General Risk Factors Our intellectual
property may be infringed upon by a third party. Third parties may infringe one or more of our issued patents or trademarks. We
cannot predict if, when or where a third party may infringe one or more of our issued patents or trademarks. To counter
infringement, we may be required to file infringement claims, which can be expensive and time consuming. There is no
assurance that we would be successful in a court of law in proving that a third party is infringing one or more of our issued
patents or trademarks. Any claims we assert against perceived infringers could also provoke these parties to assert counterclaims
against us, alleging that we infringe their intellectual property. In addition, in a patent infringement proceeding, a court may
decide that a patent of ours is invalid or unenforceable, in whole or in part, construe the patent’ s claims narrowly and / or refuse
to stop the other party from using the technology at issue on the grounds that our patents do not cover the technology in
question, any of which may adversely affect our business. Even if we are successful in proving in a court of law that a third
party is infringing one or more of our issued patents or trademarks there can be no assurance that we would be successful in
halting their infringing activities, for example, through a permanent injunction, or that we would be fully or even partially
financially compensated for any harm to our business. We may be forced to enter into a license or other agreement with the
infringing third party at terms less profitable or otherwise commercially acceptable to us than if the license or agreement were
negotiated under conditions between those of a willing licensee and a willing licensor. We may not become aware of a third-
party infringer within legal timeframes for compensation or at all, thereby possibly losing the ability to be compensated for any
harm to our business. Such a third party may be operating in a foreign country where the infringer is difficult to locate and / or
the intellectual property laws may be more difficult to enforce. Some third- party infringers may be able to sustain the costs of
complex infringement litigation more effectively than we can because they have substantially greater resources. Any inability to
stop third- party infringement could result in loss in market share of some of our products or even lead to a delay, reduction and
/ or inhibition of the development, manufacture or, sale of certain products by us. There is no assurance that a product produced
and sold by a third- party infringer would meet our or other regulatory standards or would be safe for use. Such third- party
infringer products could irreparably harm the reputation of our products thereby resulting in substantial loss in market share and
profits. We may not have or be able to obtain or maintain sufficient and affordable insurance coverage to cover product liability
claims, and without sufficient coverage any claim brought against us could have a materially adverse effect on our business,
financial condition or results of operations. We run clinical trials through investigators that could be negligent through no fault
of our own and which could affect patients, cause potential liability claims against us and result in delayed or stopped clinical
trials. We are required by contractual obligations to indemnify collaborators, partners, third- party contractors, clinical
investigators, and institutions. These indemnifications could result in a material impact due to product liability claims against us
and / or these groups. We currently carry at least $ 10. 0 million in product liability insurance, which we believe is appropriate
for our current clinical trials. Although we maintain such insurance, any claim that may be brought against us could result in a
court judgment or settlement in an amount that is not covered, in whole or in part, by our insurance or that is in excess of the
limits of our insurance coverage. Our insurance policies also have various exclusions, and we may be subject to a product
liability claim for which we have no coverage. We will have to pay any amounts awarded by a court or negotiated in a
settlement that exceed our coverage limitations or that are not covered by our insurance, and we may not have, or be able to
obtain, sufficient capital to pay such amounts. We may also need to expand our insurance coverage as our business grows or if
any of our product candidates is commercialized. We may not be able to maintain or increase insurance coverage at a reasonable
cost or in an amount adequate to satisfy any liability that may arise. We may be subject to damages resulting from claims that
we or our employees have wrongfully used or disclosed alleged trade secrets of our employees’ former employers. Many of our
employees were previously employed at universities or other life sciences companies, including our competitors or potential
competitors. Although no claims against us are currently pending, we or our employees may be subject to claims that these
employees or we have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former
employers. Litigation may be necessary to defend against these claims. If we fail in defending such claims, in addition to paying
monetary damages, we may lose valuable intellectual property rights. A loss of key research personnel work product could



hamper or prevent our ability to commercialize certain potential products, which could severely harm our business. Even if we
are successful in defending against these claims, litigation could result in substantial costs and be a distraction to management.
Our business could be negatively impacted by eyber-seenrity-cybersecurity threats and other disruptions, including the theft of
our intellectual property, and could compromise our information and expose us to liability, which would cause our business and
reputation to suffer. We are increasingly dependent on information technology systems and infrastructure, including mobile
technologies, to operate our business. In the ordinary course of our business, we use our data centers and our networks to store
and access confidential and proprietary business information. The information includes, among other things, our intellectual
property and proprietary information, the confidential information of our collaborators and licensees and the personally
identifiable information of our employees, and the individually identified health information of patients participating in our
clinical trials. It is important to our operations and business strategy that this electronic information remains secure and is
perceived to be secure. The size and complexity of our information technology systems, and those of our partners and third-
party vendors with whom we contract together with the volume of data we retain, make such systems potentially vulnerable to
breakdown, malicious intrusion, security breaches and other eyber—seeurity-cybersecurity attacks. Information security risks
have significantly increased in recent years in part due to the proliferation of new technologies and the increased sophistication
and activities of organized crime, hackers, terrorists and other external parties, including foreign state actors. We face various
eyberseetrity-cybersecurity threats, including eyberseeurity-cybersecurity attacks to our information technology
infrastructure and attempts by others to gain access to our proprietary or sensitive information. A security breach or privacy
violation that leads to disclosure or modification of or prevents access to personally identifiable information or other protected
information could harm our reputation, compel us to comply with federal and / or state breach notification laws and foreign law
equivalents, subject us to mandatory corrective action, require us to verify the correctness of database contents and otherwise
subject us to liability under laws and regulations that protect personal data, resulting in increased costs or loss of revenue.
Similarly, the loss of clinical trial data from completed or ongoing or planned clinical trials could result in delays in our
regulatory approval efforts and significantly increase our costs to recover or reproduce the data. Moreover, a security breach that
exposes our confidential intellectual property could compromise our patent portfolio. Additionally, theft of our intellectual
property or proprietary business information could require substantial expenditures to remedy. If we are unable to prevent such
security breaches or privacy violations or implement satisfactory remedial measures, our operations could be disrupted, and we
may suffer loss of reputation, financial loss and other regulatory penalties because of lost or misappropriated information. In
addition, these breaches and other inappropriate access can be difficult to detect, and any delay in identifying them may lead to
increased harm of the type described above. Moreover, the prevalent use of mobile devices that access confidential information
increases the risk of data security breaches, which could lead to the loss of confidential information, trade secrets or other
intellectual property. As cyber threats continue to evolve, we may be required to expend significant additional resources to
continue to modify or enhance our protective measures or to investigate and remediate any information security vulnerabilities.
The procedures and controls we use to monitor these threats and mitigate our exposure may not be sufficient to prevent eyber
seenrity-cybersecurity incidents. The result of these incidents could have a material adverse effect on our business, financial
condition and results of operations including disrupted operations, lost opportunities, misstated financial data, liability for stolen
assets or information, increased costs arising from the implementation of additional security protective measures, litigation and
reputational damage. Any remedial costs or other liabilities related to eyber-seeurtty-cybersecurity incidents may not be fully
insured or indemnified by other means. The increasing use of social media platforms presents new risks and challenges. Social
media is increasingly being used to communicate about our products, technologies and programs, and the diseases our product
or product candidates are designed to treat. Social media practices in the biopharmaceutical industry continue to evolve and
regulations relating to such use are not always clear. This evolution creates uncertainty and risk of noncompliance with
regulations applicable to our business. For example, patients may use social media channels to comment on the effectiveness of
a product or to report an alleged adverse event. When such disclosures occur, there is a risk that we fail to monitor and comply
with applicable adverse event reporting obligations or we may not be able to defend ourselves or the public' s legitimate
interests in the face of the political and market pressures generated by social media due to restrictions on what we may say about
our product or product candidates. There is also a risk of inappropriate disclosure of sensitive information or negative or
inaccurate posts or comments about us on any social networking website. If any of these events were to occur or we otherwise
fail to comply with applicable regulations, we could incur liability, face overly restrictive regulatory actions or incur other harm
to our business. Compliance with global privacy and data security requirements could result in additional costs and liabilities to
us or inhibit our ability to collect and process data globally, and the failure to comply with such requirements could have a
material adverse effect on our business, financial condition or results of operations. The regulatory framework for the collection,
use, safeguarding, sharing, transfer and other processing of information worldwide is rapidly evolving and is likely to remain
uncertain for the foreseeable future. For example, the EU’ s General Data Protection Regulation (GDPR), imposes strict
obligations on the processing of personal data, including personal health data, and the free movement of such data. The GDPR
applies to any company established in the EU as well as any company outside the EU that processes personal data in connection
with the offering of goods or services to individuals in the EU or the monitoring of their behavior. As such, the GDPR will apply
to us in connection with any clinical trials we conduct in the EU. The GDPR enhances data protection obligations for processors
and controllers of personal data, including, for example, obligations relating to: processing health and other sensitive data;
obtaining consent of individuals; providing notice to individuals regarding data processing activities; responding to data subject
requests; taking certain measures when engaging third- party processors; notifying data subjects and regulators of data breaches;
implementing safeguards to protect the security and confidentiality of personal data; and transferring personal data to countries
outside the EU, including the U. S. The GDPR imposes substantial fines for breaches of data protection requirements, which can
be up to four percent of global revenue or 20 million euros, whichever is greater, and it also confers a private right of action on



data subjects for breaches of data protection requirements. Transfers of personal information out of the European Union
face a constantly shifting set of requirements, as courts in Europe have invalidated intergovernmental agreements and
European regulators have required changes to standard contracting terms, which themselves do not fit all situations. As
a result, significant uncertainty exists with respect to GDPR compliance and the attendant obligations going forward as
the regulatory environment is rapidly developing. In addition, from January 1, 2021, companies have had to comply
with both the GDPR and the GDPR as incorporated into United Kingdom national law, the latter regime having the
ability to separately fine up to the greater of £ 17. 5 million or 4 % of global turnover. The EC has adopted an adequacy
decision in favor of the United Kingdom, enabling data transfers from EU member states to the United Kingdom without
additional safeguards. However, the UK adequacy decision will automatically expire in June 2025 unless the EC re-
assesses and renews / extends that decision. Outside Europe, significant data privacy regulatory regimes exist in major
markets including Brazil, India, China, and elsewhere. The ever- shifting landscape of global data privacy regulation
requires significant investment and attention to avoid significant noncompliance liabilities. The GDPR and other changes
in laws or regulations associated with the enhanced protection of certain types of sensitive data, such as healthcare data or other
personal information from our clinical trials, could require us to change our business practices or lead to government
enforcement actions, private litigation or significant penalties against us and could have a materlal adver@e effect on our
business, financial condition or results of operations. Additionally, €a A
the-first—GDPR—ike-Haw-inthe- U-S—IKnewn-as-the California Consumer Privacy Act (C( PA) -rt—whlch took effect in
January 2020, ereates-created new individual privacy rights for consumers (as that word is broadly defined in the law) and
places increased privacy and security obligations on entities handling personal data of consumers or households and —Fhe
CEPAwhich-wentinto-effeetonJantary152020;requires covered companies to provide new disclosures to California
consumers, and provides such consumers new ways to opt- out of certain sales of personal information. The CCPA provides for
civil penalties for violations, as well as a private right of action for data breaches that is expected to increase data breach
litigation. Further, the California Privacy Rights Act (CPRA) revised and expanded the CCPA, adding additional data
protection obligations on covered businesses, including additional consumer rights processes, limitations on data uses,
new audit requirements for higher risk data, and opt outs for certain uses of sensitive data. It also created a new
California data protection agency authorized to issue substantive regulations and could result in increased privacy and
information security enforcement. The CPRA is in full effect as of January 1, 2023, and similar laws passed in Virginia,
Colorado, Connecticut, and Utah took effect in 2023. Additionally, Delaware, Indiana, lowa, Montana, Oregon,
Tennessee and Texas have adopted privacy laws, which take effect from July 1, 2024 through 2026. Further,
Washington’ s My Health My Data Act, taking effect July 1, 2024, imposes similar requirements specific to consumer
health data. As a result, additional compliance investment and potentlal business process changes may be required. In
the event that we are subject to or affected by HIPAA, the CCPA may-inerease-, the CPRA our—- or eompliance-costs-other
domestic privacy and petential-data protection laws, any liability —Seme-observershave-noted-that-from failure to comply
with the requirements of the-these €EPA-laws could mark-adversely affect our financial condition. Additional legislation
proposed at the federal level and in the-other beginning-ofstates, along with 1ncreased regulatory actlon, reflect a trend
toward more stringent privacy legislation in the United States H—S=-
affeetour-business-. We may be vulnerable to disruption, damage and hnancul obhgatlon as a result of system f"ulureﬂ Desplte
the implementation of security measures, any of the internal computer systems belonging to us, our collaborators or our third-
party service providers are vulnerable to damage from computer viruses, unauthorized access, natural disasters, terrorism, war
and telecommunication and electrical failure. Any system failure, accident or security breach that causes interruptions in our
own, in collaborators’ or in third- party service vendors’ operations could result in a material disruption of our drug discovery
and development programs. For example, the loss of clinical trial data from completed or future clinical trials could result in
delays in our or our partners’ regulatory approval efforts and significantly increase our costs in order to recover or reproduce the
lost data. To the extent that any disruption or security breach results in a loss or damage to our data or applications, or
inappropriate disclosure of confidential or proprietary information, we may incur liability as a result, our drug discovery
programs and competitive position may be adversely affected and the further development of our product candidates may be
delayed. Furthermore, we may incur additional costs to remedy the damages caused by these disruptions or security breaches.
Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory standards and
requirements and insider trading. We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees
could include intentional failures to comply with FDA regulations, to provide accurate information to the FDA, to comply with
manufacturing standards we have established, to comply with federal and state healthcare fraud and abuse laws and regulations,
or to report financial information or data accurately or disclose unauthorized activities to us. In particular, sales, marketing and
business arrangements in the healthcare industry are subject to extensive laws and regulations intended to prevent fraud,
misconduct, kickbacks, self- dealing and other abusive practices. These laws and regulations may restrict or prohibit a wide
range of pricing, discounting, marketing and promotion, sales commission, customer incentive programs and other business
arrangements. Employee 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. We have adopted a Code of Business Conduct and
Ethics, but it is not always possible to identify and deter employee misconduct, and the precautions we take to detect and
prevent this 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, including the imposition of significant civil, criminal, and
administrative sanctions, and our reputation. In addition, during the course of our operations our directors, executives, and




employees may have access to material, nonpublic information regarding our business, our results of operations, or potential
transactions we are considering. We may not be able to prevent a director, executive, or employee from trading in our common
stock on the basis of, or while having access to, material, nonpublic information. If a director, executive, or employee was to be
investigated or an action was to be brought against a director, executive, or employee for insider trading, it could have a negative
impact on our reputation and our stock price. Such a claim, with or without merit, could also result in substantial expenditures of
time and money, and divert attention of our management team from other tasks important to the success of our business.



