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Summary of Material Risks Associated with Our Business

Our business is subject to numerous material and other risks and uncertainties that you should be aware of in evaluating our business.
These risks include, but are not limited to, the following:

We have incurred significant net losses since inception and we expect to continue to incur significant net losses for the
foreseeable future.

We have alimited operating history, which may make it difficult to evaluate our prospects and likelihood of success.

Our businessis highly dependent on the success of our product candidates, GB0139, GB1211 and GB2064, as well as any
other product candidates that we advance into the clinic. All of our product candidates may require significant additional
preclinical and clinical development before we may be able to seek regulatory approval for and launch a product
commercially.

We are modifying the protocol of our Phase 2b clinical trial of GB0139 and such modification may not be satisfactory to
regulatory agencies, institutional review boards, the data monitoring safety board or patients, or otherwise allow usto
conduct a successful trial.

If we encounter difficulties enrolling patientsin our clinical trials, our clinical development activities could be delayed or
otherwise adversely affected, and these delays may cause usto reprioritize our planned trials and use of funds for planned
trials.

Our ongoing and future clinical trials may reveal significant adverse events or unexpected drug-drug interactions not seen in
our earlier clinical trials, if any, or preclinical studies.

The design or execution of our ongoing and future clinical trials may not support marketing approval.
We may not be successful in our effortsto identify or discover additional product candidates in the future.

We face substantial competition, which may result in others discovering, developing or commercializing products before or
more successfully than we do.

Even if we obtain approval by the U.S. Food and Drug Administration of any of our product candidates, we may never obtain
approval or commercialize such products outside of the United States, which would limit our ability to realize their full
market potential.

Obtaining and maintaining our patent protection depends on compliance with document submission, fee payment and various
other procedural requirements imposed by governmental patent agencies, and our patent protection could be reduced or
eliminated for non-compliance with these requirements.

We rely on third parties to conduct certain aspects of our preclinical studiesand clinical trials. If these third parties do not
successfully carry out their contractual duties, meet expected deadlines or comply with regulatory requirements, we may not
be able to obtain regulatory approval of or commercialize any potential product candidates.

The global pandemic of the novel coronavirus disease, COVID-19, has, and may continue to, adversely impact our business,
including delays to our preclinical studies and clinical trials and these delays may cause us to reprioritize our planned trials
and the use of funds for planned trials.

There has been no prior public market for our common stock, the stock price of our common stock may be volatile or may
decline regardless of our operating performance and you may not be able to resell your shares at or above the initial public
offering price.

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

The material and other risks summarized above should be read together with the text of the full risk factors below and in

the other information set forth in this Form 10-K, including our consolidated financial statements and the related notes, aswell asin



other documents that we file with the Securities and Exchange Commission. If any such material and other risks and uncertainties
actually occur, our business, prospects, financial condition and results of operations could be materially and adversely affected. The
risks summarized above or described in full below are not the only risks that we face. Additional risks and uncertainties not currently
known to us, or that we currently deem to be immaterial may also materially adversely affect our business, prospects, financial
condition and results of operations.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including “Business’ in Item 1, “Risk Factors’ in Item 1A and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations’ in Item 7 includes “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the
Securities Exchange Act of 1934, as amended, or the Exchange Act. All statements other than statements of historical fact are
“forward-looking statements’ for purposes of this Annual Report on Form 10-K. In some cases, you can identify forward-looking
statements by terminology such as“may,” “could,” “will,” “would,” “should,” “expect,” “plan,” “anticipate,” “believe,”
“estimate,” “intend,” “predict,” “seek,” “contemplate,” “project,” “continue,” “potential,” “ongoing,” “goal,” or the negative of
these terms or other comparable terminology. These forward-looking statements include, but are not limited to, statements
regarding:

” o« " ow LTS " ow ” o«

» thesuccess, cost and timing of our product development activities and planned initiation and completion of clinical trials of
our lead product candidate, GB0139, including our ability to enroll patientsin our ongoing Phase 2b randomized, double-
blind placebo-controlled clinical trial of GB0139 at anticipated rates and our ability to complete such trial with fewer dosage
groups,

» our ability to modify the protocol of our Phase 2b clinical trial of GB0139 to the satisfaction of the U.S. Food and Drug
Administration, or FDA, or other regulatory agencies based on the interim unblinded analysis of the data conducted by a data
safety monitoring board;

e thesuccess, cost and timing of our product development activities and planned initiation and completion of clinical trials or
our other current product candidates and any future product candidates;

» our need to raise additiona funding before we can expect to generate any revenues from product sales;

» our ability to obtain regulatory approval for our current or future product candidates that we may identify or develop,
including our expectation that the FDA or other regulatory agencies would agree with our belief that our Phase 2b clinical
trial of GBO139 is registrational;

e our ability to ensure adequate supply of our current or future product candidates;

e our ability to maintain third-party relationships necessary to conduct our business;

» our heavy dependence upon the success of our research to generate and advance additional product candidates;

» our ability to establish an adequate safety or efficacy profile for our current or future product candidates that we may pursue;

» theimplementation of our strategic plans for our business, our current or future product candidates we may develop and our
technology;

e ourintellectua property position, including the scope of protection we are able to establish and maintain for intellectual
property rights covering our product candidates and technology;

» therate and degree of market acceptance and clinical utility for our current or future product candidates we may develop;
» our estimates about the size of our market opportunity;
» our ability to use the proceeds of the PO in ways that increase the value of your investment;

* our expectations related to the use of proceeds from the 1PO, and estimates of our expenses, future revenues, capital
requirements and our needs for additional financing;



e our ability to maintain and establish collaborations;

e our financial performance and liquidity;

« our ability to effectively manage our potential growth;

» developments relating to our competitors and our industry, including the impact of government regulation;

» our ability to retain the continued service of our key professionals and consultants and to identify, hire and retain additional
qualified professionals;

» theeffect of the COVID-19 pandemic, including mitigation efforts and economic effects, on any of the foregoing or other
aspects of our business operations and those of our collaborators, service providers and other vendors;

e our ability to maintain adequate internal controls over financia reporting; and
»  other risks and uncertainties, including those listed under the section titled “ Risk Factors.”

These statements relate to future events or to our future financial performance and involve known and unknown risks,
uncertainties, and other factors that may cause our actual results, performance, or achievements to be materialy different from any
future results, performance, or achievements expressed or implied by these forward-1ooking statements. Factors that may cause actual
results to differ materially from current expectations include, among other things, those set forth in Part 11, Item 1A - “Risk Factors’
below and for the reasons described elsewhere in this Annual Report on Form 10-K. Any forward-looking statement in this Annual
Report on Form 10-K reflects our current view with respect to future events and is subject to these and other risks, uncertainties, and
assumptions relating to our operations, results of operations, industry, and future growth. Given these uncertainties, you should not
place undue reliance on these forward-looking statements. Except as required by law, we assume no obligation to update or revise
these forward-looking statements for any reason, even if new information becomes available in the future.

This Annual Report on Form 10-K also contains estimates, projections, and other information concerning our industry,
our business, and the markets for certain drugs, including data regarding the estimated size of those markets, their projected growth
rates, and the incidence of certain medical conditions. Information that is based on estimates, forecasts, projections, or similar
methodologies is inherently subject to uncertainties, and actual events or circumstances may differ materialy from events and
circumstances reflected in this information. Unless otherwise expressly stated, we obtained these industry, business, market, and other
data from reports, research surveys, studies, and similar data prepared by third parties, industry, medical and general publications,
government data, and similar sources. In some cases, we do not expressly refer to the sources from which these data are derived.

Except where the context otherwise requires, in this Annual Report on Form 10-K, “we,” “us,” “our,” “Galecto,” and the
“Company” refer to Galecto, Inc. and, where appropriate, its consolidated subsidiaries.

Trademarks

We have applied for various trademarks that we use in connection with the operation of our business. This Annual Report
on Form 10-K includes trademarks, service marks, and trade names owned by us or other companies. All trademarks, service marks,
and trade names included in this Annual Report on Form 10-K are the property of their respective owners. Solely for convenience, the
trademarks and trade names in this report may be referred to without the ® and ™ symbols, but such references should not be
construed as any indicator that their respective owners will not assert, to the fullest extent under applicable law, their rights thereto.



PART |
Item 1. Business.
Overview

We are a clinical-stage biotechnology company devel oping therapeutics that are designed to target the biological
processes that lie at the heart of fibrosis and impact a broad range of fibrotic and related diseases, including cancer. Our initial
focusis on the development of small-molecule inhibitors of galectin-3 and lysyl oxidase-like 2, or LOXL2, which play key rolesin
regulating fibrosis and cancer. We believe our product candidates are distinct from the current generation of antifibrotic and
anticancer agents and have the potential to significantly improve patients’ clinical outcomes and enhance their quality of life.

Our lead product candidate, GB0139, is an inhaled small molecule inhibitor of galectin-3. We are developing GB0139
for the treatment of severe fibrotic lung diseases such as idiopathic pulmonary fibrosis, or IPF, alife-threatening progressive
fibrotic disease of the lung that affects approximately 100,000 people in the United States. While there are currently two approved
therapies for the treatment of lung fibrosis, neither has been associated with improvementsin overall survival, and both therapies
have been associated with significant side effects |eading to poor therapeutic adherence. In our clinical trials completed to date, we
found orally inhaled GB0139 to be generally well-tolerated and that the compound inhibited galectin-3 in the lungs, in a dose-
dependent manner, and that it decreased levels of arange of plasma biomarkers, such as YKL-40 and PDGF, that have been linked
to mortality, severity and/or progression in IPF. We are currently conducting a potentially registrational, randomized Phase 2b trial
in 450 | PF patients. In March 2021, we were notified by a data safety monitoring board, or DSMB, for this Phase 2b trial that it
recommended modifying thetrial protocol to discontinue dosing in patients who were on concomitant nintedanib or pirfenidone,
and for patients on the 10 mg dose. based on the DSMB’ sinterim unblinded analysis of the data. The DSMB’ s determination was
based on an identification of an imbalance in the serious adverse events across the study groups, but not an imbalance between the
groups in mortality. We expect to continue the Phase 2b trial consistent with the recommendations of the DSMB, with continued
dosing in the 3 mg arm, in patients who are not on nintedanib or pirfenidone, and expect topline results from this ongoing trial to
be available in the second half of 2022.

Our product candidate portfolio includes GB2064, a selective small molecule ora inhibitor of LOXL2 that we initially
plan to develop for the treatment of myelofibrosis, a malignant disease of the bone marrow in which fibrosis reduces the ability to
form blood cells. The Phase 2 study is planned to start in the first half of 2021.

Our product candidate portfolio also includes a second and distinct galectin-3 inhibitor, GB1211, a potent small
molecule selective oral galectin-3 inhibitor that we are devel oping for the treatment of cancer (initially in non-small cell lung
cancer, or NSCLC), and fibrosis (initially in liver cirrhosis). We expect to initiate a Phase 2aclinical trial for GB1211 for NSCLC
in the second half of 2021, and Phase 1b/2afor liver cirrhosisin mid-2021.

Our Pipeline

We have retained global development and commercialization rights to al of the product candidatesin our pipeline.
The chart below summarizes key information about our programs. We are also progressing several preclinical assets against other
proteins that have been associated with disease.

Product Expected Potential

Candidate Indication Preclinical Testing Phase 1/2a Phase 2b Phase 3 Next Steps  Data Readout
! [ - - - ' ! [ [ | |

Idiopathic Complete
. . haled Galectin-3 i . 2022
GB0139 Pulmonary Fibrosis Enrollment
GB2064  Fibrotic ndicatons
(Initially in Myelofibrosis) start
GB1211 Oncology Phase 22 2022
GB1211 ol deatons
(Initially in Cirrhosis) start

* Pending regulatory acceptance of protocol amendment.
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Our initial focusis developing GB0139 for the treatment of 1PF, but we plan to further develop GB0139 with the goal
of treating most of the forms of lung fibrosis. GB0139 targets galectin-3, one of the key regulators of fibrosis. The overexpression
of galectin-3 is ubiquitous in fibrotic tissue, including in fibrotic lung tissue, and is linked to both disease severity and disease
progression, as well as acute exacerbations of |PF. However, there are no therapeutics approved that specifically target galectin-3.
Inour clinical, preclinical and in vitro testing to date, we have demonstrated that GB0139 can directly target galectin-3 in the lungs
and markedly lowers the plasma levels of biomarkers of fibrosisin patients.

In our Phase 1/2atria in both healthy volunteers and | PF patients, GB0139 was generally well-tolerated, showed
consistent and tight pharmacokinetics measured as plasma levels of the compound, and inhibited galectin-3 in the lungs of |PF
patients in a dose-dependent manner. We are currently conducting a Phase 2b randomized, double-blind placebo-controlled
clinical trial of GB0139 in 450 IPF patients. The primary endpoint of the trial is to assess annual rate of declinein forced vital
capacity, or FVC. Reduction in the decline of FVC is the endpoint that was accepted by the FDA for the approval of both of the
current therapeutic treatments for I1PF. We anticipate that results from this trial will become available in the second half of 2022. In
mid-March 2021 it was recommended by the DSM B, who had access to unblinded safety and efficacy data, to discontinue dosing
of GB0139 in patients on nintedanib or pirfenidone, and in patients receiving the 10 mg dose. The study protocol is being amended
to reflect these changes. We continue to believe, pending feedback from regulatory authorities on our protocol amendment
adopting the DSMB’ s recommendations and on the final data set, that thistrial has the potential to support an application for
conditional approval of GB0139 in the EU and that thistrial aso has the potential to be regarded as aregistrational trial in the
United States. In addition, on August 27, 2020, we announced that GB0139 for the treatment of | PF had been granted Orphan
Drug Designation by both U.S. and European regulatory authorities.

We are a so developing GB2064, a selective oral inhibitor of LOXL2 that has demonstrated antifibrotic activity in
lung, liver and kidney preclinical models of fibrosis. Our initial focusis developing GB2064 in myelofibrosis, one of the several
types of cancer and multiple fibrotic diseases in which expression of LOXL2 is significantly increased. Myelofibrosisis a disease
with significant morbidity and mortality that affects between 16,000 and 18,500 patients in the United States. The current standard
of care for myelofibrosis consists of inhibitors of the JAK2 protein kinase, which alleviate the disease symptoms through
inhibition of cell proliferation but do not directly target fibrosis. GB2064 has successfully completed a Phase 1 trial in 78 healthy
volunteers, in which GB2064 administered orally led to dose-dependent inhibition of LOXL2 in serum. We believe that GB2064
has the potential to have a direct impact on the fibrotic process and to slow the progression of the disease as opposed merely to
treating the underlying symptoms, which could have a positive impact on the bone marrow. We anticipate initiating a Phase 2 trial
of GB2064 in myelofibrosisin the first half of 2021, with data expected in 2022.

In addition, we are developing GB1211, an orally delivered galectin-3 inhibitor, which is chemically distinct from
GB0139. We believe GB1211 has the potential to treat multiple types of cancer and fibrotic diseases. Our initial target indications
for GB1211 are NSCL C, a cancer indication with a high unmet need, and liver cirrhosis, a severe, progressive disease that
ultimately leadsto liver failure and for which there are limited treatment options. GB1211 demonstrated an anti-cancer effect and
antifibrotic activity in multiple preclinical models and has successfully completed a Phase 1 trial in 78 healthy volunteers. In the
Phase 1 trial, GB1211 was well-tolerated and had dose-dependent pharmacokinetics. We are planning to initiate a Phase 2atrial of
GB1211in NSCLC in the second half of 2021 in approximately 30 patients, with data expected in the second half of 2022. We are
also planning on initiating a Phase 1b/2atrial of GB1211 in liver cirrhosisin mid-2021 in 54 patients, with data expected in the
second half of 2022.

We are built upon more than ten years of research into galectin and fibrosis modulators and were founded by leading
researchers on the galectin family of proteins, including one of the discoverers of the galectin family of proteins, the first chemist
to devel op selective galectin inhibitors, and the discoverer of galectin-3'srole in fibrosis. We have developed from a university
spin-out, with only one part-time employee at inception in December 2011, to a company with three different potential drugsin
clinical development.

We believe that our founders’ and management’ s experience provides unique insightsinto the targets that underlie the
biological processes of fibrosis and other related diseases. We are led by Hans T. Schambye, MD, Ph.D., our Chief Executive
Officer and President, a biotechnology executive who previously served as CEO of Recepticon and Gastrotech Pharma. Professor
Bertil Lindmark, M.D., Ph.D., our Chief Medical Officer, has extensive experience in the pharmaceutical industry and previously
held globally leading positions at AstraZeneca and Almirall. Anders Pedersen, our Chief Operating Officer, has over 25 years of
experience in process devel opment and discovery of pharmaceuticals including at CMC Biologics and Novo Nordisk. Jonathan
Freve, our Chief Financial Officer, served as CFO with Spring Bank Pharmaceuticals and has extensive experience in public and
private financings, licensing deals and acquisitions. We are supported by our board of directors and clinical advisory boards.



Our Strategy

Our goal isto become aleader in developing and commercializing therapeutics that directly target the biological
processes at the heart of fibrosis across a broad range of fibrotic and cancer diseases with significant unmet medical need. Our
strategy is focused on the following key components:

« Efficiently advance GB0139 in | PF through clinical development. We are currently conducting a randomized
double-blind placebo-controlled Phase 2b trial of GB0139 in 450 patients with | PF with data expected in 2022.
This orphan disease is therapeutically underserved, and we believe that GB0139 may have the ability to become
the first true disease modifying therapy. In mid-March 2021 the DSMB, who had access to unblinded interim
safety and efficacy data, recommended that we discontinue dosing of GB0139 in patients on nintedanib or
pirfenidone, and in patients receiving the 10 mg dose. The study protocol is being amended to reflect these
changes. We still believe, pending feedback from regulatory authorities on our protocol amendment and the final
data set, that thistrial has the potential to support an application for conditional approva of GB0139 in the EU
and that the trial also has the potential to be regarded as aregistrational trial in the United States. Assuming
positive results from the Phase 2b trial, we intend to expeditioudly initiate a Phase 3 trial in | PF.

e Leverageour understanding of the LOXL 2 pathway to advance GB2064 through a Phase 2 trial in
myelofibrosis and continue evaluating GB2064 in subsequent indications. Weintend to initiate a Phase 2 trial
of GB2064, our lead product candidate targeting LOXL2, in myelofibrosis, and we expect to report data for this
trial in 2022, which may potentially to lead to an accelerated devel opment path for GB2064 in this orphan and
underserved disease. We will subsequently evaluate GB2064 in other fibrotic indications as a monotherapy or in
combination with our other product candidates.

e Build on our understanding of the galectin-3 target to advance GB1211 through a Phase 2atrialsin
NSCLC and a phase 1b/2atrial in liver cirrhosis, and subsequently in additional indications. We are
developing GB1211 for the treatment of NSCLC and liver cirrhosis and intend to conduct two Phase 2a trials with
data expected in the second half of 2022. Additionally, we believe that GB1211 has the potential to treat multiple
other cancer forms and organ fibroses.

e Evaluatedata on GB0139's potential in COVID-19. The University of Edinburgh is conducting atria of
various potential drug candidates, including GB1039, to treat COVID-19 and its symptoms, and published
research has suggested that galectin-3 levels could be a biomarker for, and play a significant rolein, COVID-19
respiratory complications. Data from the University of Edinburg’ strial, called DEFINE, is expected to be
available in the second quarter of 2021. Depending on the DEFINE data and our continuing research about the
role of galectin-3 in COVID-19, we may determine to focus our resources to conduct further clinical trials
exploring GB0139' s potential to help defend against severe respiratory symptoms caused by COVID-19.

» Expand our fibrosisand cancer portfolio by opportunistically advancing our research and development
efforts beyond our current expertisein the galectin-3 and L OXL 2 pathways. We intend to expand our
leadership as a company dedicated to developing therapies that directly target the biological processes at the heart
of fibrosis by developing product candidates against other targets involved in the regulation, formation, or
maintenance of fibrosis. We also intend to selectively pursue business devel opment opportunities to expand our
current product portfolio, which may include product candidates targeting fibrosis or cancer that work through
mechanisms that we believe are complimentary to, or independent of, galectin-3 or LOXL2.

e Continueto build a patient-focused company tar geting fibrosis and cancer. In building a patient-focused
company to address the needs of patients with fibrotic diseases and cancer, we will work with clinicians, patient
advocacy groups, medical centers of excellence and medical key opinion leaders to better understand the
symptoms and consequences of these diseases, to expeditiously develop and provide better treatments to patients,
and to increase awareness of these diseases.

* Maximizethe commercial value of our product candidates. We have retained worldwide development and
commercial rightsto all of our product candidates. We intend to commercialize any productsin our portfolio for
which we receive regulatory approvalsin certain rare indications in the United States and the EU with alimited
and targeted commercial team. We aso intend to retain the flexibility to evaluate strategic collaborations and to
seek partnersto commercialize our products in other geographies and for our productsin highly prevalent
indications such as NSCLC, which require significant investment to build a commercial infrastructure.



Galectin-3 and LOXL 2 mediated fibrosis and cancer background

We are developing small-molecule inhibitors focusing on galectin-3 and LOXL 2, two of the targets that are believed
to underlie the biological processes that drive fibrosis and certain types of cancers.

Fibrosisis the development of abnormal fibrous connective tissue in response to injury, damage or dysfunctional gene
regulation. This fibrous connective tissue consists of elongated proteins such as collagen and elastin fibers that provide support to
surrounding key functional cellsin al tissue and all organs. Production and break-down of collagen is tightly regulated to preserve
optimal organ function. The deposition of excess collagen and the formation of fibrosis can cause remodeling of surrounding
healthy tissue and the loss of normal organ or tissue function. Fibrotic disease can affect tissues throughout the body including the
lungs, liver, heart, kidneys and vascular system. Fibrosis typically progresses slowly and can ultimately lead to organ failure and
death. Fibrosisis aso ahallmark of solid tumors, with up to 20 percent of cancers linked to chronic inflammation-linked fibrosis.
It has been estimated that fibrosis contributes to up to 45 percent of all deaths in the developed world.

The currently approved therapeutic treatments for | PF are associated with significant side effects leading to significant
discontinuation rates with median time on treatment only between 7.5 and 8.9 months, and they have not been linked to
improvementsin overall survival. Scientific literature supports the understanding that there are common biological mechanisms
that drive fibrosis that are distinct from those regulating inflammation. It is these mechanisms that we are targeting with our
proprietary product candidates.

Both LOXL2 and Galectin-3 have been shown to also play central rolesin tumor cell growth, the formation of fibrosis
associated with the tumor and in the tumor microenvironment (TME). These effects help tumors grow, metastasize and evade anti-
cancer treatments. Hence, by inhibiting LOXL2 and Galectin-3, it may be possible to reduce tumor growth, enhance the effect of
anti-cancer treatments and hence reduce disease progression and potentially improve survival.

Galectin-3

Galectin-3isalectin central to the development of fibrotic disease across multiple tissue types and is part of a pre-
innate gal ectin immune defense devel opmentally conserved for over 500 million years, which steerslocal inflammation and when
chronically activated, drives the development of fibrosis via several pathways and several cell inflammatory cell types and
fibrocytes.

Galectin-3
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Figure 1. Galectin-3 increasein fibrotic tissues from patientswith liver, kidney, lung and artery fibrosis
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Whileit is expressed in various tissues throughout the body at alow level, galectin-3 is overexpressed, sometimes
profoundly, in damaged or inflamed tissues. Galectin-3 drives fibrosis by activating multiple pathways involved in tissue repair.
The presence of excess galectin-3 triggers the fibrotic process by converting quiescent fibroblast cellsinto cells called
myofibroblasts. This triggering effect takes place when galectin-3 stimulates the signaling of growth factor receptors such as TGF-
beta, a master regulator of cell growth. Myofibroblasts are harmful in the context of fibrosis, since they secrete excess collagen and
elastin, and as such are the key cellular drivers of fibrosis. Furthermore, galectin-3 reduces apoptosis, or programmed cell death, of
inflammatory cells called neutrophils, allowing these cells to persist and potentially cause further pathology in fibrotic tissue.
Finally, galectin-3 also promotes the activation of macrophages, resulting in increased fibrosis as well as further galectin-3
expression, which leads to a feed-forward cycle that can accel erate the fibrotic process.
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Figure 2. Comparison of galectin-3in anormal lung versusa fibrotic lung

The galectin-3 mediated fibrosisis central to |PF and to several cancer types. The galectin-3 inhibitors inhibit the
carbohydrate recognition domain stopping the attachment of galectin-3 to sugar moieties on cell surfaces receptors, and therefore
stops its activation of key molecules like the receptors for TGF-beta and VEGF. Given its central rolein fibrosis, there are FDA-
cleared diagnostics for the detection of galectin-3 used for ng the prognosis of patients diagnosed with chronic heart failure.
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Figure 3. Multipleroles of galectin-3in fibrosis

Interestingly, studies have shown that galectin-3 is not expressed during the first trimester of pregnancy and intra-
uterine surgery during this time period leaves no scars. The inability of first trimester fetusesto scar further demonstrates that
fibrotic tissue cannot develop if galectin-3 ismissing or blocked. Preclinical studies have also shown that mice deficient in
galectin-3 exhibit decreased fibrosisin models of liver, kidney, and lung disease. Furthermore, inhibition of galectin-3 has been
shown to slow the development of lung, liver and cardiac fibrosisin preclinical models.

In patients with | PF, elevated galectin-3 is found in the fibrotic patches in the lung, in bronchoalveolar lavage, or
BAL, fluid and in plasma. Patients with liver cirrhosis have highly elevated galectin-3 levelsin biopsies of their liver nodules.
Elevated galectin-3 isaso found in serum of patients with fibrosis related to diseases characterized by fibrosis such as cancer,
cardiac disease and renal disease. The level of galectin-3 expression in fibrotic tissue correlates with the degree of fibrosis.

Despite galectin-3's proximity to and involvement in fibrosis disease pathology, no approved drugs specifically target
galectin-3. However, there are FDA-cleared diagnostics for the detection of galectin-3 in plasmato assess the prognosis of patients
diagnosed with chronic heart failure.

Galectin-3 iswidely expressed in several cell types such as macrophages, fibroblasts, activated T-lymphocytes and
epithelial cellsand is highly expressed in high fatality cancers such as NSCLC. In NSCLC, particularly in adenocarcinoma,
increased galectin-3 expression in tumors, lymph nodes and serum correlate with metastases and is a negative prognostic indicator.
The galectin-3 genetic polymorphism rs4652 associated with impaired galectin-3 secretion has been linked to increased survival
and response to chemotherapy in NSCL C. Galectin-3 can directly enhance cell proliferation, apoptosis resistance and metastatic
potential, as well as lung cancer stemness. It is also an important constituent of the tumor microenvironment acting on endothelial
cells to promote angiogenesis. Furthermore, many studies have reveaed the inhibitory effects of galectin-3 on activated cytotoxic
T lymphocytes (CTLS), and we have shown in preclinical trials that it is essential for M2 macrophage differentiation. In arecent
study it was shown that patients with high levels of galectin-3 expression in NSCL C tumors did not respond to anti-programmed
cell death receptor 1 (anti-PD1) treatment, whereas patients with lower levels of galectin-3 expression did respond to the treatment,
indicating a centra role of galectin-3 in the tumor defense mechanisms.



LOXL2

Lysyl oxidases are afamily of enzymes that are secreted from the cell. Once outside the cell membrane, these enzymes
help create and strengthen connective tissue by catalyzing the crosslinking of proteins such as collagen and elastin in the
extracellular matrix, which is essential for normal tissue function, but can become fibrotic and lead to organ dysfunction in the
diseased state. There are five members of the LOX family in humans, LOX and LOXL 1 through LOXL4. Each of these family
membersis believed to play a specific role in the formation and maintenance of the extracellular matrix. Any therapy that is not
sufficiently specific to LOXL2 (i.e., that also interacts with other members of the LOX family) isat risk for creating toxicity. Mice
deficient in the gene for LOX, for example, die soon after birth as a result of defects in the formation of the cardiovascular and

respiratory systems.

We have chosen to target only the LOXL2 enzyme because it plays a key role in the development of fibrosis. In
fibrotic diseases such aslung, liver, and kidney fibrosis, increased levels of LOXL 2 are observed. The level of LOXL2 expression
correlates with the degree of liver fibrosis, with the highest levels of LOXL2 being found in cirrhosis and in decompensated liver

disease.
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Figure4. LOXL2 expression correlateswith degree of liver damagein patientswith chronic hepatitis B

LOXL2 isalso increased in cancer-related fibrosis across a wide range of cancers, including breast, colon, and
pancreatic cancers. The presence of LOXL 2 is a negative prognostic for survival in pancreatic cancer with patients with tumors
expressing LOXL 2 having an overall survival of approximately half of those with LOXL 2 negative tumors.



Prognosis in Pancreatic Cancer
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Figure5. Pancreatic tumorsexpressing LOXL 2 are associated with a poor prognosis

LOXL2 issignificantly upregulated in mesenchymal stromal cells, which are bone marrow cells that support
hematopoietic stem cell differentiation, isolated from patients with myelofibrosis compared to healthy adults. The levels of other
LOX family members do not significantly change between healthy and diseased mesenchymal stromal cells.
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Figure 6. LOXL 2 ishighly overexpressed in myelofibrosis stromal cells (expression level in myeloid biopsies from
myelofibrosis patients relative to expression in healthy individuals)

Clinical experience with drugs specifically targeting LOXL 2 has been limited. Simtuzumab, an antibody targeting
LOXL?2 that is administered by a subcutaneous or intravenous injection, has been evaluated in a number of clinical trials, including
aPhase 2b tria in patients with myelofibrosis. These trials failed to show a positive effect on the reduction of fibrosis and further
development of simtuzumab has been discontinued. Simtuzumab binds to LOXL2 without fully inhibiting its catalytic activity.
This activity is, we believe, the critical feature of LOXL 2 that needs to be blocked in order to achieve maximal antifibrotic
activity. Small molecules that directly inhibit the catalytic activity of LOXL2, such as our product candidate GB2064, and which
have the ability to penetrate deeper into fibrotic tissue than alarge molecul e antibody, may show greater activity as antifibrotic
agents, given that small molecules can more readily bind to the catalytic site of an enzyme deep in fibrotic tissue. Inhibitors that
preferentially target LOXL2 over other LOX family members may avoid triggering adverse events due to the ubiquitous and
important roles that lysyl oxidases have in maintaining tissue structure throughout the body.



Our product candidate portfolio
GBO0139 for the treatment of | PF

GB0139 is an inhaled small-molecule inhibitor of galectin-3 that we are developing for the treatment of IPF. The
moleculeis delivered viaoral inhalation utilizing adry powder inhaler, a standard capsule-based inhaler that has been previously
approved by the FDA for use in the delivery of other compounds.

| PF Background and Market Opportunity

IPFisarare life-threatening disease characterized by progressive fibrosis of the lungs leading to their deterioration
and destruction. The most common symptoms of |PF are shortness of breath and adry persistent cough, and a decreasing ability to
perform normal daily activities. Over time, as aresult of the unrelenting progress of the disease, breathing difficulties increase and
lack of oxygen to tissues triggers weight loss, aching muscles, chronic fatigue, generally deteriorating health and can ultimately
lead to death, often within 2to 5 years.

IPF is arare disease affecting approximately 100,000 people in the United States and occurs primarily in persons
between the ages of 50 and 70. Between 30,000 and 40,000 new cases are diagnosed in the United States each year. The exact
cause of I1PF is not known, but afamily history of the disease and environmental exposure to toxins, such as smoking, are known
to increase the likelihood of developing the disease. Some patients with | PF devel op other serious lung conditions such as lung
cancer, pulmonary embolisms, pneumonia and pulmonary hypertension. Patients with | PF generally have a poor prognosis with a
mean survival between two to five years depending on the stage of diagnosis and the rate of lung deterioration.

Current treatments for | PF and their limitations

Some | PF patients with mild or moderate symptoms are treated with either nintedanib, marketed as Ofev by
Boehringer Ingelheim, or pirfenidone, marketed as Esbriet by Roche/Genentech. These drugs have been shown to slow
progression of decrease in lung function associated with | PF and deterioration of pulmonary function, but neither drug has been
associated with improvementsin overall survival, and both have been associated with significant side effects. Over 60 percent of
patients dosed with nintedanib have diarrhea and 14 percent experience elevated levels of liver enzymes. Thirty percent of patients
treated with pirfenidone have skin rash, and nine percent experience photosensitivity, both of which can lead to dose reductions or
discontinuations. Both agents have some efficacy in patients with more advanced disease, but high rates of discontinuations due to
adverse events in these more frail patients limit their use. A survey of 290 physicians published by athird party in 2017 found that
over half of |PF patients are not being treated with either agent for multiple reasons, including physicians not having sufficient
confidencein clinical benefit and concerns about safety. A retrospective cohort analysis of prescription records conducted by
researchers at the Mayo Clinic and presented in 2019 found that the adoption of pirfenidone and nintedanib by | PF patients was
approximately ten percent for each therapy, supporting the earlier observation that the majority of 1PF patients are not actively
being treated. Despite this, total worldwide sales of pirfenidone and nintedanib in 2019 were over $1.2 billion and $1.6 billion,
respectively.

Given the poor prognosis and the lack of therapies that impact survival, patients diagnosed with | PF are routinely
referred for lung transplantations and it is generally recommended that all patients without contraindications for surgery be added
to transplant lists. | PF patients represent the majority of all lung transplantations. However, the survival rate of 1PF patients
following transplant is lower than that observed for other diseases due to their advanced age and associated comorbidities.

Our solution - GB0139

We are developing GB0139 for inhaled delivery to target the | PF disease site directly in the periphery of the lung
while limiting potential systemic toxicity. GB0139 is differentiated from current | PF therapies because it is designed to directly
target galectin-3. By inhibiting the carbohydrate binding domain of galectin-3, GB0139 is designed to prevent the binding of
galectin-3 to cell surface receptors, and hence reduce the profibrotic activity of galectin-3. GB0139 has been generally well-
tolerated in clinical trials we have completed to date both in healthy adults and in I PF patients. In both populations, dosing with
GBO0139 resulted in highly consistent drug exposure and led to reductions in galectin-3 levels in macrophagesisolated by BAL in
the I PF patients. In our Phase 2aclinical trial, local therapy in the lungs of | PF patients with GB0139 also led to markedly
decreased levels of plasmabiomarkers, such as YKL-40 and PDGF, that have been linked to mortality, severity and/or progression
in IPF. We initiated a 52-week, 450-patient randomized double-blind placebo-controlled Phase 2b trial of GB0139 in IPF in March
2019. We anticipate data on the primary endpoint of annual rate of declinein FVC in these patients following 12-month dosing
with GB0139 to be available in the second half of 2022. In mid-March 2021 the DSMB, who had access to unblinded interim
safety and efficacy data, recommended that we discontinue dosing of GB0139 in patients on nintedanib or pirfenidone, and in
patients receiving the 10 mg dose. The study protocol is being amended to reflect these changes and the study will continue dosing
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patients with the 3 mg dose and disallow concomitant dosing of nintedanib or prifenidone. We are currently in the process of
amending our Phase 2b protocol to adopt these recommendations. In the clinical phase 1b/2a study, both the 3 and the 10 mg dose
were shown to reach the periphery of the lung at high concentrations and to reduce the extracellular levels of galectin-3 on alveolar
macrophages harvested from the lung of |PF patients. Several plasma fibrosis biomarkers were shown to be reduced by GB0139.

Overview of Clinical Trials
Data from our completed clinical trials data to date on GB0139 in | PF patients demonstrated that:
» High exposure of GB0139 can be delivered to the target tissue with low systemic exposure;
» Inhalation dosing of IPF patientsis feasible and resultsin highly reproducible drug levels;
»  GBO0139 was generally well-tolerated, including daily dosing;
»  GBO0139 leads to dose-dependent decreasesin galectin-3 levels; and

»  GBO0139 leadsto decreases in multiple fibrosis biomarkers that are present in the diseased lung tissue and
measured in plasma, including YKL-40 and PDGF, which is consistent with GB0139 having direct antifibrotic
activity.

Ongoing Phase 2b Clinical Trial

In our Phase 2b clinical trial, we are seeking to evaluate whether GB0139 leads to improvementsin clinically
meaningful outcomes in |PF patients.

We are currently conducting a 52-week randomized, double-blind placebo-controlled Phase 2b trial in IPF patients.
The primary endpoint is the annual rate of declinein FVC at one year. FVC isacommon test that measures the total amount of air
that a person can expel from the lungs. A declinein FVC isan indirect measure of worsening fibrosis and increased lung stiffness
and has become the most commonly accepted measure of disease progression in IPF. Reduction in decline of FVC is the endpoint
that was accepted by the FDA for the approval of both pirfenidone and nintedanib.

Inthe original clinical trial design, patientsin thistrial are receiving inhaled daily doses of 3 mg or 10 mg of GB0139
or placebo for one year. In mid-March 2021 the DSM B, who had access to unblinded interim safety and efficacy data,
recommended that we discontinue dosing of GB0139 in patients on nintedanib or pirfenidone, and in patients receiving the 10 mg
dose. The study protocol is being amended to adopt these recommendations. The annual rate of declinein FVC will be assessed as
the primary endpoint using baseline FVC and several FV C measurements during the year to establish the rate of decline, and to
compare that measure between patients on active treatment, with the annual rate of declinein FVC measured in patients who were
treated with placebo. Secondary endpoints we will measure include the absolute decline in FVC; timeto first hospitalization
related to | PF, including acute | PF exacerbation; overall survival; and patient outcome measures such as 6-minute walk test
distance and quality of life as determined by standard instruments. All patients will continue receiving their blinded treatments for
up to two years until the last patient completes one year of dosing enabling the generation of extended safety and efficacy data.
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Figure 7. GB0139 Phase 2b revised trial design (pending regulatory approval)

In mid-March 2021 the DSMB, who had access to unblinded interim safety and efficacy data, recommended that we
discontinue dosing of GB0139 in patients on nintedanib or pirfenidone, and in patients receiving the 10 mg dose. The study
protocol is being amended to adopt these recommendations.

We still plan to enroll atotal 450 IPF patients (including those patients already randomized in the study) in thistrial
across approximately 128 clinical sitesin the United States, the EU, and other countries. Asthe design is being amended to adopt
the recommendations of the DSMB, the numbers per dose will be changed. We anticipate completion of thistrial in the second
half of 2022. Pending feedback from the EMA, we believe that a positive result in thistrial has the potential to support an
application for conditional approval of GB0139 in the EU and, pending feedback from the FDA on the amended protocol and final
data set, that the trial also has the potential to be regarded as aregistrational tria in the United States.

Patients on nintedanib Patients NOT on nintedanib
or pirfenidone or pirfenidone
System Organ Class/Preferred Term N=193 N=85

n % SAEs n % SAEs
Subjects with at least one serious adverse event (SAE) 38 19.7 59 9 10.6 13
Respiratory, thoracic and mediastinal disorders 21 10.9 24 5 5.9 6
Infections and infestations 14 7.3 17 4 4.7 5
General disorders and administration site conditions 4 2.1 4 1 1.2 1
Cardiac disorders 4 2.1 5 0 0 0
Blood and lymphatic system disorders 2 1.0 2 0 0 0
Hepatobiliary disorders 0 0 0 1 1.2 1
Injury, poisoning and procedural complications 1 0.5 1 0 0 0
Neoplasms benign, malignant and unspecified (e.g., cysts and polyps) 1 0.5 2 0 0] 0
Nervous system disorders 1 0.5 1 0 0 0
Skin and subcutaneous tissue disorders 1 0.5 1 0 0 0
Uncoded 1 0.5 1 0 0 0
Vascular disorders 1 0.5 1 0 0 0

This table shows an overview of the interim blinded safety datain the study. As the data has not been fully cleaned,
since the study is ongoing, this table should not be seen as the final and definitive adverse event table, but isincluded here to
provide investors with an impression of the character of the serious adverse events that have been reported in the study as
treatment emergent, or TEAE, (i.e. starting after the onset of dosing of the experimental drug inhalations). Since the table
represents a blend of patients on placebo, and 3 mg dose of GB0139 and the 10 mg dose of GB0139, including those taking
concomitant nintedanib and pirfenidone, no firm conclusion can be made that these reported serious treatment emergent adverse
events are related to GB0139 and conversely neither that they are unrelated to the GB0139 therapy.
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Completed Phase 1/2a Clinical Trial - Phase 2a Part in IPF Patients

We have conducted a randomized placebo-controlled Phase 1/2a multi-dose trial of GB0139 in the U.K., with the
Phase 2a part conducted in 24 |PF patients. Patientsin this part received 0.3, 3, or 10 mg of GB0139 or placebo control by
inhalation once daily for 14 days. All patients completed the 14-day dosing, and BAL samples were obtained for all patients before
dosing and at the conclusion of dosing.

GB0139 was generally well-tolerated in these patients with no serious drug-related adverse events, and there were no
discontinuations in the trial. There were four incidents of mild adverse events (fever, upper respiratory tract infection, abnormal
taste in mouth, dry throat) that were deemed possibly or probably drug related.

Despite the presence of lung damage from IPF in patients entering this trial, inhalation of GB0139 resulted in highly
reproducible drug levels (see Fig. 8 which shows very tight standard deviation intervals) that were very consistent between patients
and demonstrated higher systemic uptake of GB0139 than in healthy adult males in the Phase 1 part of thetrial. Thisindicates that
| PF patients are able to receive an inhaled drug to the peripheral parts of their lungs, which isthe site of disease. Although
observed at very low plasma concentrations, the higher plasmalevels of GB0139 observed in the | PF patients is probably due to a
loss of aveolar barrier integrity with increased epithelial permeability, which is present in the fibrotic lung.

All Cohorts PK Data - Day 14
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Figure 8. Consistent exposure of GB0139 among | PF patientsin Phase 2a part of Phase 1/2a trial

We also observed dose-dependent increases in GB0139 levelsin alveolar macrophages obtained from the BAL fluid,
confirming drug exposure in situ in the lung. There was a significant correlation between plasma levels of GB0139 and levelsin
the macrophagesin BAL fluid (Pearson correlation coefficient 0.89 with p<0.0001). However, inhaled dosing of GB0139 resulted
in drug levels that were between 567 and 1,930 times higher in alveolar macrophages than in plasma at two hours post-dose on day
14. Thislarge difference in drug levels between plasma and alveolar lung macrophages supports our approach of delivering
GB0139 through inhal ation to maximize the exposure of the target lung tissue to the drug, while minimizing systemic exposure,
which we believe will improve patient safety and tolerability.
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Figure9. Correlation between GB0139 levelsin alveolar macrophages (AM) and plasma

Dosing with GB0139 led to dose-dependent decreases in galectin-3 levels on the cell surface of macrophages
harvested from the BAL fluid, providing further evidence that GB0139 was able to reach the target tissue and significantly reduce
the levels of the galectin-3 target protein attached to macrophages. These cells play an active part in the pathobiology in IPF.
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Figure 10. GB0139 led to dose-dependent decr ease of galectin-3in AM

Treatment of 1PF patients with GB0139 resulted in decreases in serum levels of abroad panel of biomarkers associated
with fibrosis and progression of IPF, aswell as decreasesin levels of galectin-3. The clear reduction in the serum levels of several
fibrosis biomarkers may suggest that treatment with GB0139 had a measurable effect on the parenchymal disease processin the
lungs. We believe no other I1PF therapeutic has presented data of similar type and magnitude. These include:

Y KL-40, an inflammation-related glycoprotein, the levels of which have been used to predict survival in IPF
patients;

PAI-1, or plasminogen activator inhibitor type -1, aregulator of tissue homeostasis and wound repair that is
elevated in fibrosis;

PDGF-BB, or platelet-derived growth factor, a stimulator of fibroblast growth; and

CCL-18, or CC Chemokine Ligand 18, a small protein derived from alveolar macrophages that acts as a chemo-
attractant and is negatively correlated to pulmonary function testsin |PF patients.
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Figure 11. Inhaled GB0139 leadsto significant reduction in serum levels of a panel of fibrosis biomarkersand correlation
between reduction of the plasma biomarkersand the AM surface galectin-3 levels
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The observation that these fibrosis-related biomarkersin plasma are concertedly and markedly reduced upon dosing
| PF patients with GB0139 supports the key role of galectin-3 in IPF and the potential of GB0139 to generate antifibrotic activity in
these patients. The levels of galectin-3 in alveolar macrophages directly correlate with the levels of serum biomarkers of fibrosis,
including Y KL-40, which has been shown to have prognostic significance in IPF. Four highly relevant disease biomarkers, PDGF,
MCP-1, PAI-1 and YKL-40, have been shown to have prognostic significance in IPF and have awell described relationship with
myofibroblast activity in vitro. In our completed Phase 2a clinical trial, these biomarkers were reduced from baseline in severa
dose groups compared to placebo and may offer alessinvasive measure of pharmacodynamic effects going forward. In a post-hoc
analysis of the ASCEND trial and the two CAPACITY trials, which were the three phase 3 clinical trials used for the approval of
pirfenidone, YKL-40 was prognostic for progression in the test cohort. However, there was no association between pirfenidone
treatment and the longitudinal concentration of any biomarker. In another study comparing treatment naive IPF patients with those
on anti-fibrotic treatment (pirfenidone or nintedanib), CA-125, CXCL 13, MMP7, YKL-40 and OPN predicted differential
transplant free survival in treated patients, but at higher thresholds than treatment naive individuals. There is therefore substantial
evidence that several biomarkers are related to disease severity and prognosis, several of which were significantly reduced in
plasma of |PF patients after 2 weeks of treatment with inhaled GB0139.

Completed Phase 1/2a Clinical Trial - Phase 1 Part in Healthy Adult Males

In the Phase 1 part of our Phase 1/2aclinical trial conducted in the U.K., we conducted a single ascending dose
escalation study in 36 healthy adult males investigating six doses of GB0139 ranging from 0.15 mg to 50 mg. Inhaled GB0139 was
generaly well-tolerated in this trial with a half-life of 7 hours, and we observed predictable and well-characterized
pharmacokinetics. No drug-related severe adverse events were reported, and other adverse events were mild in severity, and all
resolved without intervention.

GB2064 for the treatment of myelofibrosis

We are leveraging our knowledge of mechanisms underlying fibrosis and other related diseases to develop product
candidates for indications beyond lung fibrosis and targeting pathways that are complementary to aectin-3. We are currently
developing GB2064, an oral selective LOXL2 inhibitor, for the treatment of myelofibrosis.

Myelofibrosis disease background

Myelofibrosisis one of a number of progressive blood cancers known as myeloproliferative neoplasms and is
associated with significantly reduced quality of life and shortened survival. In myelofibrosis, the bone marrow produces fewer
blood cells, which leads to multiple negative impacts, including thrombocytopenia, or greater incidence of low platelet counts;
anemia, or low red blood cell counts; and an increased need for red-blood-cell transfusions. When bone-marrow based production
of blood cellsis significantly reduced, myelofibrosis patients also suffer from enlarged spleens due to overabundance of blood-
forming stem cells. Myelofibrosis is considered to be a chronic leukemiawhich, in a subset of patients, can transform into an acute
form of leukemia. Median overall survival is approximately 2.25 to 11.25 years. Transformation to acute leukemia is the most
common cause of death from myelofibrosis, followed by cardiovascular complications.

Myelofibrosis affects between 16,000 and 18,500 patients in the United States with significant morbidity and
mortality. Although the precise cause of myelofibrosis remains unknown, overactive Janus-associated kinase, or JAK, pathway
signaling is present in all patients with the disease.

Current treatments for myelofibrosis and their limitations

The only currently approved specific therapeutic treatments for myelofibrosis are inhibitors of JAK?2, consisting of
ruxolitinib marketed as Jakafi by Incyte and fedratinib, marketed as Inrebic by Celgene/BMS. These kinase inhibitors provide
symptomatic benefit, but only modest reductionsin bone marrow fibrosis. In patients dosed for four or more years with ruxoalitinib,
for example, only one-third of patients showed reductionsin fibrosis. Additionally, 60% of patients on Jakafi become transfusion
dependent, versus 38% of patientsin the placebo group. 16.8% of patients treated with Jakafi and 0.7% of patients treated with
placebo developed newly occurring or worsening Grade 1 elevations in cholesterol. The incidence of Grade 2 cholesterol
elevations was 0.6% for Jakafi with no Grade 3 or 4 cholesterol elevations.

The only curative treatment for myelofibrosis is an allogeneic hematopoietic stem cell transplant, or HSCT. However,
HSCT in myelofibrosis patientsis a procedure associated with a high treatment-related mortality rate. Even when HSCT is
restricted to the subpopulation of patients who are deemed healthy enough to withstand the treatment, there is a one-year
treatment-related mortality rate of between 12 percent and 25 percent. Due to the only modest reductionsin fibrosis demonstrated
by JAK inhibitors and the high mortality rate associated with HSCT, we believe that significant unmet need remains for new
therapeutic options.
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Our solution - GB2064

We have chosen to pursue myelofibrosis as our first indication for GB2054 due to the upregulation of the LOXL2 ina
number of fibrotic diseases, including myelofibrosis, the drug activity seen in preclinical data, the rapid rate of progression of the
disease, and the relative ease of following disease progression through serum samples and bone marrow biopsies. In preclinical
models, GB2064 is approximately 400-fold more selective for human LOXL2 over other human LOX enzymes. GB2064 has
shown activity in a number of preclinical models of fibrosis; has demonstrated good pharmacokinetics; and was generally well-
tolerated in a Phase 1 trial in healthy adults.

Overview of Clinical trials

We are planning to initiate a Phase 2 clinical trial of GB2064 in myelofibrosisin the first half of 2021. The trial will
include 16 evaluable patients with myelofibrosis, who will be dosed for nine months with 1000 mg of oral GB2064 BID.
Endpointsinclude safety and tolerability aswell as bone marrow fibrosis, spleen size, transfusion dependency, fibrosis markers,
and quality of life.

Completed Phase 1 Clinical Trial

We have completed a Phase 1 single ascending dose and multiple ascending dose trial of GB2064 in 78 healthy
volunteers. Volunteers received single doses of 150, 450, 1000, 2000 or 2500 mg of GB2064 or daily doses of 150, 750, 2000 mg
or placebo for seven days. Dose-dependent increases in serum levels of GB2064 were observed, and using a proprietary assay, we
determined that our oral selective inhibitor GB2064 led to dose-dependent inhibition of LOXL2 in serum.

No serious adverse events were reported, and the reported adverse events included nausea, headache, and dizziness
that were mild in severity and frequency.

Preclinical data

In preclinical studies, GB2064 showed activity in multiple models of fibrosisincluding lung, liver and kidney fibrosis.
In ableomycin-induced model of lung fibrosis, treatment of mice with bleomycin leads to lung fibrosis. Prophylactic dosing of
GB2064 led to asignificant reduction in fibrosis development in this model. Where fibrosis had aready developed, therapeutic
dosing of GB2064 led to reductionsin further fibrosis development. In Figure 12 below, AM 152 refersto an LOXL 2 antibody that
was used by both Gilead Sciences, Inc. and Arresto Biosciences, Inc. (which was acquired by Gilead Sciences, Inc. in 2010) to
study the effect of LOXL2 inhibition in mice. A copy of AM 152 was manufactured to test GB2064 against the antibody.
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Figure 12. GB2064 can both prevent and rever sefibrosisin a bleomycin-induced lung fibrosis model

LOXL2 ishighly expressed in other fibrotic diseases such as rena fibrotic disease. The mouse Col4A3 model of
kidney disease is based on a genetic mutation that is found in patients with Alport Syndrome, a rare disease characterized by
fibrosis that leads to progressive loss of kidney function among other symptoms such as progressive loss of hearing and
retinopathy. LOXL 2 expression is significantly elevated in both the kidney cortex and glomeruli in this mouse model. In
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preclinical studies, treatment of Col4A3 mice with GB2064 has demonstrated an ability to prevent glomerular sclerosisand a
scarring of the blood filtering vessels in the kidney and resulted in lower fibrosis scores in the kidney.
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Figure 13. GB2064 (PAT-1251) preventsthe development of renal fibrosisin a mouse model of Alport syndrome
GB1211 for thetreatment of NSCLC and liver cirrhosis

We are developing GB1211, an oral selective galectin-3 inhibitor, initially for the treatment of NSCLC, a disease with
high mortality and few treatment options, and for liver cirrhosis, a disease with no regulatory approved treatments except for
symptomatic therapy or liver transplant. We may also consider developing GB1211 for other cancers and fibrotic diseases.

NSCL C background

Lung cancer is acommon fatal malignancy in the developed world accounting for approximately 1.7 million deaths
per year world-wide. In the United Statesin 2021, it is estimated that there were approximately 236,000 new cases of lung cancer
and approximately 132,000 deaths from lung cancer. NSCLC is believed to account for about 85% of all lung cancers.

Current treatments for NSCLC and their limitations

NSCLCs arerelatively insensitive to avail able treatments, which include surgery, irradiation and cytochemical
therapy. With the advent of immunotherapy, a new understanding of the interplay between the immune system and cancer has
evolved, and it is now increasingly understood that cancer can avoid immune detection and immune killing by a series of
mechanisms. The readiness of the immune cells that can detect and kill cancer (including T-cells), the tumor micro-environment,
or TME, in which they work, and cancer cell characteristics determine whether or not the immune system will be successful in
killing cancer cells. A certain class of immune stimulation therapies have been developed and approved for treating lung cancer.
The classis called checkpoint inhibitors, as these are compounds that specifically target and inhibit cell surface molecules, so-
called “checkpoints’, that inhibit the activity of the immune system. The most well characterized class, the anti-programmed cell
death receptor 1 (anti-PD1) antibodies, have been shown to reduce mortality and increase progression free survival. However, even
though these have been introduced in the clinic, mortality from lung cancer remains very high: Only approximately 30% of
patients respond to anti-PD1 therapies, and approximately 20% of the patients treated with anti-PD1 therapy show significant
adverse lung effects, including inflammation and fibrosis.

One of the reasons the anti-PD1 medicines is believed to only show limited efficacy isthat the TME is T-cell
unfriendly. We believe one of these TME factorsis high levels of galectin-3 in the tumor micro-environment.
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Liver cirrhosis

Fibrous tissue accumulation is seen in the liver as result of continued liver injury driven by a different stimulus or the
autoimmune processes. The process of chronic inflammation leads to a progressive accumulation of extracellular matrix, or a scar
tissue. Although different chronic liver diseases are characterized by distinct patterns of fibrosis deposition, the devel opment of
cirrhosis represents a common outcome and leading to similar clinical consequences, and ultimately liver related death.

Cirrhosisis defined histologically as a diffuse process in which the normal anatomical lobules are gradually replaced
by architecturally abnormal nodules separated by fibrous tissue. Different histological scoring systems have been defined to
describe the stages of transformation from lack of fibrosis through formation of a portal, periportal and bridging fibrosisto
cirrhosis.

Current treatmentsfor liver cirrhosis and their limitations

There are no FDA approved drugs for liver cirrhosis. In general, therapeutic interventions are limited to supportive
care relating to complications caused by the liver not functioning, and, in advanced cases, liver transplantation. As such, thisisan
area of unmet medical need.

QOur solution — GB1211

We have demonstrated anti-cancer and fibrosis activity of GB1211 in severa preclinical models and have completed a
Phase 1 safety trial in 78 healthy volunteers, where GB1211 had good pharmacokinetics and was generally well-tolerated. We
anticipate initiating a Phase 2a clinical trial in NSCLC patients in the second half of 2021 and a Phase 1b/2aclinical tria in liver
cirrhosis patients in mid-2021.

Galectin-3in NSCLC

We believe that galectin-3 inhibition has the potential to both increase T-cell function as a single agent aswell asto
increase the efficacy of check-point inhibitors for NSCLC. In an animal model, we have shown oral administration of one of our
galectin-3 inhibitors reduced human and mouse lung adenocarcinoma growth and blocked metastasis. Treatment with one of our
galectin-3 inhibitors also potentiated the effects of a PD-L 1 immune checkpoint inhibitor. Furthermore, in the clinic, a
retrospective study showed that patients with high tumor staining for galectin-3 were resistant to treatment with pembrolizumab,
an anti-PD1 antibody approved for the treatment of NSCL C, and, by contrast, patients with low galectin-3 had a good response to
pembrolizumab and a reduction in tumor volume. Galectin-3 could be a biomarker for anti-PD1 resistance and, therefore, for
patients who may benefit from galectin-3 inhibition. We intend to use galectin-3 staining in NSCL C to select patients with high
galectin-3 levels in the tumor tissue, who may respond to the combination of an anti-PD1 therapy and our galectin-3 inhibitor
GB1211.

Galectin-3in liver cirrhosis

Galectin-3isacentral regulator of chronic inflammation and fibrogenesis. Although not present in normal hepatocytes,
galectin-3 expression is markedly increased in cirrhotic human liver secondary to awide range of etiologies including viral-induced
liver disease (Hepatitis B and C), NASH, autoimmune, copper or iron overload, primary biliary cirrhosis and alcohol-induced liver
disease. Galectin-3 levels are highest in the F3/F4 fibrotic stages compared to FO/F1 and may arise by the impaired hepatic removal
and/or by higher hepatic synthesis of galectin-3. Systemic galectin-3 is also increased in alcoholic liver disease and negatively
correlates with liver function and Child-Pugh score.

In rodent models, galectin-3 expression is increased temporally in areas of bridging fibrosis and at the periphery of the
hepatocyte nodulesin the liver following CCl, administration. Galectin-3 isalso increased in other models of liver fibrosisincluding
thioacetamide-induced and nutritionally deficient, dietary models of hepatocelluar and billiary injury in mice. In models of primary
biliary cirrhosis, galectin-3 may mediate injury in these models via activation of the inflammasome and 1L 33/sT2 pathways. Global
genetic deletion of galectin-3 results in reduced fibrosis in several models of toxin-induced, dietary- and surgically induced liver
fibrosis in mice. These data suggest that galectin-3 up-regulation within the liver is a basic response to liver injury, irrespective of
the initiating agent or disease process. As aresult, we believe galectin-3 inhibitors have the potential to be a therapy for NASH or
liver cirrhosis.
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The most advanced clinical studies investigating the blockade of galectin-3 in liver fibrosis have used modified pectins
such as bel apectin. However, these large complex carbohydrates demonstrate |ow affinity for the galectin-3 carbohydrate recognition
domain (CRD, 11) and with human PK data showing levels of systemic drug at orders of magnitude lower than Kp, this predicts a
low chance of any meaningful target engagement in aclinic setting.

We have developed small molecule orally active galectin-3 inhibitors, including GB1211, which demonstrate high (nM)
affinity for human galectin-3 and good systemic exposure. GB1211 has been shown to reduce CCl s-induced liver fibrosis and fibrotic
gene expression in mice. GB1211 is now being progressed into a phase 2atrial in liver cirrhosis patients.

Preclinical data

The effect of GB1211 was evaluated in amouse model of carbon-tetrachloride-induced liver fibrosis. In two separate
studies, fibrosis was induced in mice, which were then given either GB1211 or placebo. Mice dosed with 10 mg/kg GB1211 twice
aday had significantly lower levels of liver fibrosis compared to mice given placebo as detected by histological staining of liver
sections with a collagen-specific dye, picrosirius red, as demonstrated by Figure 14 below. This reduction in fibrosis was observed
in the absence of changesin liver weight or body weight. These findings were consistent when compared with a standard
measurement of collagen content using levels of hydroxyproline, a major component of collagen.
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Figure 14. Oral GB1211 blocks carbon tetrachloride-induced-liver fibrosis (indicated asred contour stains) as determined
by histological staining for collagen in liver sections
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Figure 15. GB1211 leads to a significant reduction in collagen levelsin a carbon tetrachloride fibrosis model
Overview of Clinical trials
Planned Phase 2a Clinical Trial in NSCLC

We plan to perform a randomized, double blind study in NSCLC using GB1211 in combination with pembrolizumab
in 30 participants. The intervention will be six months and the primary variable will be tumor shrinkage. We will use central read
of tumor images to ensure consistency and rigor.

Planned Phase 1b/2a Clinical Trial in liver cirrhosis

The study in liver cirrhosiswill be primarily for safety and tolerability. We will initially study PK and safety and
tolerability in asmaller cohort of participants. After determination of effects on PK and safety and tolerability, we intend to start a
second cohort with randomized, double blind placebo controlled in 30 participants of various etiology, primarily to look at safety
and tolerability over 12 weeks, but also measuring liver function, fibrosis biomarkers, and fibrosis detection of liver echo
reactivity. The randomized portion of this study will focus on patients with liver cirrhosis of the Child-Pugh B class.

Completed Phase 1 Clinical Trial

We have completed a Phase 1 single ascending dose and multiple ascending dose trial of GB1211 in seventy-eight
healthy volunteersin the U.K. GB1211 was generally well-tolerated with no drug-related serious adverse events at any doses up to
the maximum dose tested of 400 mg.

GB0139in COVID-19

GB0139 is being investigated in the DEFINE trial as part of the University of Edinburgh’s rapid experimental program
for COVID-19 respiratory failure, or STOPCOVID. The aim of STOPCOVID isto develop new treatments, and also re-purpose
existing treatments for application with COVID-19 patients, with the aim of revealing and targeting the mechanisms controlling
the harmful lung injury, inflammation and failure of repair that occur in severe COVID-19 disease. We are responsible for
supplying GB0139. All other costs of the DEFINE trial are met by the STOPCOV D program

We believe that GB0139's mechanism of action suggests it may have potential to prevent infection with COVID-19,
aswell astreat cytokine release syndrome, one of the major complications of the infection that can cause long-term damagein the
lungs.

GBO0139 will be investigated for the treatment of hospitalized patients with confirmed COVID-19 infection. Patients

will be dosed daily for up to four weeks, with the primary endpoint of improvement on a 9-point scale. Preliminary, topline results
are expected in the first half of 2021.
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Competition

The biotechnology and biopharmaceutical industries are characterized by rapidly advancing technologies, intense
competition and a strong emphasis on proprietary products. While we believe that our technology, the expertise of our
management team, clinical capabilities, research and development experience and scientific knowledge provide us with
competitive advantages, we face increasing competition from many different sources, including biotechnology and
biopharmaceutical companies, academic institutions, governmental agencies and public and private research ingtitutions. Any
product candidates that we successfully develop and commercialize will compete with existing therapies and new therapies that
may become available in the future.

There are alarge number of large biotechnology and biopharmaceutical companies that are currently pursuing the
development of products for the treatment of fibrosis and cancer, and smaller number of companies seeking to develop treatments
for liver cirrhosis. Companies that we are aware of that are targeting the treatment of fibrotic and related diseases include large
companies with significant financial resources such as Pharmaxis Ltd, Biogen, Inc., AbbVie Inc., Gilead Sciences, Inc., Pliant
Therapeutics, Inc., Galectin Therapeutics, Inc., FibroGen, Inc., Liminal BioSciences, Inc., Galapagos NV, Bristol Myers Squibb
Co., Madrigal, Constellation Pharmaceuticals, Inventiva, Akero Therapeutics, Inc., Roche Holding AG and Novartis AG.
However, we know of no other companies currently in clinical development with an inhaled or orally available small-molecule
inhibitor of galectin-3 or an orally available small-molecule inhibitor of LOXL2 for myelofibrosis.

Many of our competitors, either alone or with their collaborators, have significantly greater resources, established
presence in the market, expertise in research and devel opment, manufacturing, preclinical and clinical testing, obtaining regulatory
approvals and reimbursement and marketing approved products than we do. These competitors also compete with us in recruiting
and retaining qualified scientific, sales, marketing and management personnel, establishing clinical trial sites and patient
registration for clinical trials, aswell asin acquiring technologies complementary to, or necessary for, our programs. Smaller or
early-stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large and
established companies. Additional mergers and acquisitions may result in even more resources being concentrated in our
competitors.

Our commercial potentia could be reduced or eliminated if our competitors develop and commercialize products that
are safer, more effective, have fewer or less severe side effects, are more convenient or are less expensive than products that we
may develop. Our competitors also may obtain FDA or regulatory approval from comparable foreign regulatory authorities for
their product candidates more rapidly than we may obtain approval for ours, which could result in our competitors establishing a
strong market position before we are able to enter the market or make our devel opment more complicated. The key competitive
factors affecting the success of our product candidates are likely to be efficacy, safety, cost, and convenience.

I ntellectual property

Our owned patents and patent applications relate to our fibrosis-inhibiting compounds and include patents and patent
applications directed to new compositions of matter and to methods of treating lung, kidney and liver disorders. Aswe continue to
develop our product candidates, we intend to seek additional patent protection in the United States, EU and in other key
commercial markets worldwide.

GB0139

Asof March 25, 2021, we owned six patent families that included eight issued U.S. patents, two pending U.S. patent
applications, and issued and pending foreign counterpart patents and patent applications, relating to our product candidate,
GB0139. These patent familiesinclude U.S. Patent No. 9,243,021, which is directed to composition of matter of and methods of
treatment using compound GB0139; and U.S. Patent Nos. 10,307,403 and 10,369,136, which are directed to composition of matter
of and methods of treatment using a polymorphic form of compound GB0139. U.S. Patent No. 9,243,021 is expected to expirein
2033, and U.S. Patent Nos. 10,307,403 and 10,369,136 are expected to expire in 2036, absent any patent term extension. The other
issued U.S. patents are expected to expire between 2025 and 2036, absent any patent term extension. If we continue to pursue
patent protection, and if any patents issue based on our pending applications, we expect such patents to expire between 2033 and
2036, absent any patent term adjustment and patent term extension in the United States.

GB1211
Asof March 25, 2021, we owned two patent families that included two issued U.S. patents, one pending U.S. patent
application, and pending foreign counterpart patent applications, and one international patent application filed under the Patent

Cooperation Treaty, or PCT, relating to our product candidate, GB1211. One patent family includes U.S. Patent No. 10,526,360
and U.S. Patent No. 10,774,102 which are directed to composition of matter of D-galactopyranose compounds of which compound
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GB1211 isaspecies. Theissued U.S. patents are expected to expire in 2036, absent any patent term extension. If we continue to
pursue patent protection, and if any patents issue based on our pending applications, we expect such patents to expire in 2036,
absent any patent term extension in the United States.

The other patent family includes the international PCT patent application, which is not eligible to become an issued
patent until, among other things, we file a patent application in regional or national patent offices within 30 or 31 months of the
earliest-filed patent application in the chain of priority. If we continue to pursue patent protection and file one or more patent
applications with respect to our international PCT patent application, and if any patents issue based on the international PCT patent
application, we expect such patents, if issued, to expire in 2039, absent any patent term adjustment and patent term extension in the
United States.

GB2064

Asof March 25, 2021, we owned three patent families that included three issued U.S. patents, four pending U.S.
patent applications, and issued and pending foreign counterpart patent and patent applications, relating to our product candidate,
GB2064. These patent familiesinclude U.S. Patent Nos. 10,150,732 and 10,570,094, which are directed to composition of matter
of and methods of treatment using compound GB2064. The issued U.S. patents are expected to expire in 2036, absent any patent
term extension. The third issued patent U.S. Patent No 10,774,069 is directed to crystalline forms of GB2064. This patent is
expected to expire in 2037, absent any patent term extension. If we continue to pursue patent protection, and if any patents issue
based on our pending applications, we expect such patents to expire between 2036 and 2037, absent any patent term adjustment
and patent term extension in the United States.

For a discussion of the risks associated with our intellectual property, see “Risk Factors—Risks Related to Our
Intellectual Property.”

Government Regulation

The FDA and comparable regulatory authorities in state and local jurisdictions and in other countries impose
reguirements upon companies involved in the clinical development, manufacture, marketing and distribution of drugs, such as
those we are developing. These agencies and other federal, state and local entities regulate, among other things, the research and
development, testing, manufacture, quality control, safety, effectiveness, labeling, packaging, storage, record keeping, approval,
advertising and promotion, distribution, post-approval monitoring and reporting, sampling and export and import of our product
candidates.

U.S. government regulation of drug products

In the United States, the FDA regulates drugs under the Federal Food, Drug, and Cosmetic Act, or FDCA, and its
implementing regulations. The FDA also regulates biological products under the FDCA and the Public Health Service Act, or
PHSA. If we advance clinical development of a biologic candidate in the future, these development activities will be subject to
additional regulatory requirements specific to biologics. The process of obtaining regulatory approvals and the subsequent
compliance with applicable federal, state, local and foreign statutes and regulations requires the expenditure of substantial time and
financial resources. Failure to comply with the applicable U.S. requirements at any time during the product devel opment process,
approval process or after approval, may subject an applicant to a variety of administrative or judicial sanctions, such asthe FDA’s
refusal to approve pending New Drug Applications, or NDAs, withdrawal of an approval, imposition of aclinical hold, issuance of
warning letters, product recalls, product seizures, total or partial suspension of production or distribution, injunctions, fines,
refusals of government contracts, restitution, disgorgement or civil or criminal penalties.

The process required by the FDA before a drug may be marketed in the United States generally involves the
following:

e Completion of preclinical laboratory tests, animal studies and formulation studies in compliance with the FDA’s
good laboratory practice, or GLP, regulations;

»  Submission to the FDA of an IND application, which must become effective before human clinical trials may
begin;

» Approval of the protocol and related documentation by an independent institutional review board, or IRB, or
ethics committee at each clinical site before each trial may be initiated;
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»  Performance of adequate and well-controlled human clinical trialsin accordance with good clinical practice, or
GCP, requirements and any additional requirements for the protection of human research subjects and their health
information, to establish the safety and efficacy of the proposed drug product for each indication;

e Submission to the FDA of an NDA, including payment of application user fees;

e A determination by the FDA within 60 days of its receipt of an NDA to accept the marketing application for
review;

»  Satisfactory completion of an FDA advisory committee review, if applicable;

»  Sdtisfactory completion of an FDA inspection of the manufacturing facility or facilities where the product is
produced to assess compliance with current good manufacturing practice, or cGMP, requirements and to assure
that the facilities, methods and controls are adequate to preserve the product’ s identity, strength, quality and

purity;

»  Satisfactory completion of FDA audits of clinical trial sitesthat generated the datain support of the NDA to
assure compliance with GCPs and the integrity of the clinical data; and

»  FDA review and approval of the NDA.
Preclinical studies

Preclinical studies include laboratory evaluation of product chemistry, toxicity and formulation, aswell asin vitro and
animal studies to assess potential safety and efficacy. The conduct of preclinical studiesis subject to federal regulations and
requirements, including GL P regulations for safety/toxicology studies.

Prior to commencing an initial clinical trial in humans with a product candidate in the United States, an IND sponsor
must submit the results of the preclinical tests, together with manufacturing information, analytical data and any available clinical
data or literature and plans for clinical studies, among other things, to the FDA as part of an IND application. An IND application
is arequest for authorization from the FDA to administer an investigational product to humans and must become effective before
human clinical trials may begin. Some preclinical testing, such as animal tests of reproductive adverse events and carcinogenicity,
may continue even after the IND application is submitted. An IND application automatically becomes effective 30 days after
receipt by the FDA, unless before that time the FDA raises concerns or questions related to one or more proposed clinical trials
and places the clinical trial on aclinical hold. In such a case, the IND sponsor and the FDA must resolve any outstanding concerns
before the clinical trial can begin. As aresult, submission of an IND may or may not result in the FDA alowing clinical trialsto
initiate.

Clinical trials

Clinical trias involve the administration of the product candidate to human subjects under the supervision of qualified
investigators, generally physicians not employed by or under the control of thetrial sponsor, in accordance with GCP
requirements, which include the requirement that all research subjects provide their informed consent in writing for their
participation in any clinical trial. Clinical trials are conducted under protocols detailing, among other things, the objectives of the
trial, the parameters to be used in monitoring safety, and the effectiveness criteriato be evaluated. A protocol for each clinical trial
and any subsequent protocol amendments must be submitted to the FDA as part of the IND application. In addition, an IRB
representing each institution participating in the clinical trial must review and approve the plan for any clinical trial beforeitis
initiated at that institution, and the IRB must conduct continuing review and reapprove the trial at least annually. The IRB also
must review and approve the informed consent form and other clinical trial documentation that must be provided to each clinical
trial subject or his or her legal representative and must monitor the clinical trial until completion.

Certain information about certain clinical trials must be submitted within specific timeframes to the National Institutes
of Health, or NIH, for public dissemination on their www.clinicaltrials.gov website. Information related to the product, patient
population, phase of investigation, study sites and investigators and other aspects of the clinical trial is made public as part of the
registration of the clinical trial. Although sponsors are obligated to disclose the results of their clinical trials after completion,
disclosure of the results can be delayed in some cases for up to two years after the date of completion of the trial. Failure to timely
register a covered clinical study or to submit study results as required can give rise to civil monetary penalties and also prevent the
non-compliant party from receiving future grant funds from the federal government. The NIH’s Final Rule on Clinical Trials.gov
registration and reporting requirements became effective in 2017, and both the NIH and FDA signaled the government’s
willingness to begin enforcing those requirements against non-compliant clinical trial sponsors.
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Human clinical trials are typically conducted in three sequential phases, which may overlap or be combined:

» Phase 1: Theinvestigational product isinitialy introduced into healthy human subjects or patients with the target
disease or condition and tested for safety, dosage tolerance, absorption, metabolism, distribution, excretion and, if
possible, to gain an early indication of its effectiveness.

* Phase 2: Theinvestigational product is administered to alimited patient population to identify possible adverse
effects and safety risks, to preliminarily evaluate the efficacy of the product for specific targeted diseases and to
determine dosage tolerance and optimal dosage.

» Phase 3: Theinvestigational product is administered to an expanded patient population, generally at
geographically dispersed clinical trial sites, in well-controlled clinical trials to generate enough data to statistically
evaluate the efficacy and safety of the product for approval, to establish the overall risk-benefit profile of the
product, and to provide adequate information for the labeling of the product.

Post-approval trials, sometimes referred to as Phase 4 clinical trials, may be conducted after initial marketing approval.
These trials are used to gain additional experience from the treatment of patients in the intended therapeutic indication. In certain
instances, the FDA may mandate the performance of Phase 4 clinical trials as a condition of approval of an NDA.

During all phases of clinical development, regulatory agencies require extensive monitoring and auditing of all clinical
activities, clinical data, and clinical trial investigators. Progress reports detailing the results of the clinical trials must be submitted
at least annually to the FDA and more frequently if serious adverse events occur. Written IND safety reports must be submitted to
the FDA and investigators for serious and unexpected suspected adverse events, findings from other studies or animal or in vitro
testing that suggest a significant risk for human subjects and any clinically important increase in the rate of a serious suspected
adverse reaction over that listed in the protocol or investigator brochure. The sponsor must submit an IND safety report within 15
calendar days after the sponsor determines that the information qualifies for reporting. The sponsor also must notify the FDA of
any unexpected fatal or life-threatening suspected adverse reaction within seven calendar days after the sponsor’ sinitial receipt of
the information.

Phase 1, Phase 2 and Phase 3 trials may not be completed successfully within any specified period, or at all.
Furthermore, the FDA or the sponsor may suspend or terminate a clinical trial at any time on various grounds, including afinding
that the research subjects are being exposed to an unacceptable health risk. Similarly, an IRB can suspend or terminate approval of
aclinical tria at itsinstitution, or an institution it represents, if the clinical trial is not being conducted in accordance with the
IRB’s requirements or if the product candidate has been associated with unexpected serious harm to patients. Additionally, some
clinical trials are overseen by an independent group of qualified experts organized by the clinical trial sponsor, known as a data
safety monitoring board or committee. This group provides authorization as to whether or not atrial may move forward at
designated check points based on access to certain data from the trial and may recommend halting the clinical trial if it determines
that there is an unacceptable safety risk for subjects or other grounds, such as no demonstration of efficacy.

Concurrent with clinical trials, companies usually complete additional animal studies and also must develop additional
information about the chemistry and physical characteristics of the product candidate as well as finalize a process for
manufacturing the product in commercial quantities in accordance with cGM P requirements. The manufacturing process must be
capable of consistently producing quality batches of product and, among other things, companies must develop methods for testing
the identity, strength, quality and purity of the final product. Additionally, appropriate packaging must be selected and tested, and
stahility studies must be conducted to demonstrate that the product candidate does not undergo unacceptable deterioration over its
shelf life.

NDA submission and marketing approval

Assuming successful completion of the required clinical testing, the results of preclinical studies and clinical trials,
together with detailed information relating to the product candidate’ s chemistry, manufacture, controls and proposed labeling,
among other things, are submitted to the FDA as part of an NDA reguesting approval to market the product candidate for one or
more indications. In most cases, the submission of an NDA is subject to a substantial application user fee. The FDA will initially
review an NDA for completeness before it acceptsit for “filing.” Under the FDA’s procedures, the agency has 60 days from its
receipt of the NDA to determine whether the application will be accepted for filing based on the agency’ s threshold determination
that the application is sufficiently complete to permit substantive review. Under the Prescription Drug User Fee Act, or PDUFA,
the FDA has agoal of ten months from the date of “filing” in which to completeitsinitial review of a standard NDA for a new
molecular entity, and six months from the filing date of a new molecular entity NDA with priority review. Accordingly, this
review process typically takes 12 months and eight months, respectively from the date the NDA is submitted to the FDA. The
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FDA does not always meet its PDUFA goal dates for standard or priority NDAS, and the review process is often extended by FDA
requests for additional information or clarification.

In addition, under the Pediatric Research Equity Act of 2003, or PREA, as amended, certain NDASs or supplements to
an NDA must contain data that are adequate to assess the safety and effectiveness of the drug for the claimed indicationsin all
relevant pediatric subpopulations, and to support dosing and administration for each pediatric subpopulation for which the product
is safe and effective. The FDA may, on its own initiative or at the request of the applicant, grant deferrals for submission of some
or al pediatric data until after approval of the product for use in adults, or full or partial waivers from the pediatric data
requirements. A sponsor who is planning to submit a marketing application for a drug that includes a new active ingredient, new
indication, new dosage form, new dosing regimen or new route of administration must submit an initial Pediatric Study Plan, or
PSP, within 60 days of an end-of-Phase 2 meeting or, if there is no such meeting, as early as practicable before initiation of the
Phase 3 or Phase 2/3 study. The initial PSP must include an outline of the pediatric study or studies that the sponsor plansto
conduct, including study objectives and design, age groups, relevant endpoints and statistical approach, or ajustification for not
including such detailed information, and any request for a deferral of pediatric assessments or afull or partial waiver of the
requirement to provide data from pediatric studies along with supporting information. The FDA and the sponsor must reach an
agreement on the PSP. A sponsor can submit amendments to an agreed-upon initial PSP at any time if changes to the pediatric plan
need to be considered based on data collected from preclinical studies, early phase clinical trials and/or other clinical development
programs.

The FDA may request additional information rather than accept an NDA for filing. In this event, the application must
be resubmitted with the additional information. The resubmitted application is also subject to review before the FDA acceptsit for
filing. Once the submission is accepted for filing, the FDA begins an in-depth substantive review. The FDA reviews an NDA to
determine, among other things, whether the drug is safe and effective and whether the facility in which it is manufactured,
processed, packaged or held meets standards designed to assure the product’ s continued safety, quality and purity.

The FDA may refer an application for anovel drug or adrug that presents difficult questions of safety or efficacy to an
advisory committee. An advisory committee is a panel of independent experts, including clinicians and other scientific experts,
which reviews, evaluates and provides a recommendation as to whether the application should be approved and under what
conditions. The FDA is not bound by the recommendations of an advisory committee, but it considers such recommendations
carefully when making decisions.

The FDA also may require the submission of aREMSiif it determinesthat a REMS is necessary to ensure that the
benefits of the drug outweigh its risks and to assure the safe use of the drug. A REM S may include one or more elements,
including medication guides, physician communication plans, patient package insert and/or el ements to assure safe use, such as
restricted distribution methods, patient registries or other risk minimization tools. The FDA determines the requirement for a
REMS, aswell as the specific REMS provisions, on a case-by-case basis. If the FDA concludes a REMS is needed, the sponsor of
the NDA must submit a proposed REMS. The FDA will not approve the NDA without aREMS; if required.

Before approving an NDA, the FDA typically will inspect the facility or facilities where the product is manufactured.
The FDA will not approve an application unless it determines that the manufacturing processes and facilities are in compliance
with cGM P requirements and adequate to assure consistent production of the product within required specifications. Additionally,
before approving an NDA, the FDA may inspect one or more clinical trial sites to assure compliance with GCP requirements.

After evaluating the NDA and all related information, including the advisory committee recommendation, if any, and
inspection reports regarding the manufacturing facilities and clinical trial sites, the FDA may issue an approval letter, or, in some
cases, a Complete Response Letter. A Complete Response Letter generally describes al of the deficiencies that the FDA has
identified in the NDA and contains a statement of specific conditions that must be met in order to secure final approval of the
NDA and may require additional clinical or preclinical testing in order for FDA to reconsider the application. If a Complete
Response Letter isissued, the applicant may either resubmit the NDA, addressing all of the deficienciesidentified in the letter, or
withdraw the application. Even with submission of this additional information, the FDA ultimately may decide that the application
does not satisfy the regulatory criteriafor approval. If and when those conditions have been met to the FDA' s satisfaction, the
FDA will typically issue an approval letter. An approval letter authorizes commercial marketing of the drug with specific
prescribing information for specific indications.

Even if the FDA approves a product, it may limit the approved indications for use of the product, require that
contraindications, warnings or precautions be included in the product labeling, require that post-approval studies, including Phase
4 clinical trids, be conducted to further assess a drug’ s safety after approval, require testing and surveillance programs to monitor
the product after commercialization, or impose other conditions, including distribution and use restrictions or other risk
management mechanisms under a REM S, which can materially affect the potential market and profitability of the product. The
FDA may prevent or limit further marketing of a product based on the results of post-marketing studies or surveillance programs.
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After approval, some types of changes to the approved product, such as adding new indications, manufacturing changes, and
additional labeling claims, are subject to further testing requirements and FDA review and approval. In addition, new government
requirements, including those resulting from new legislation, may be established, or the FDA’s policies may change, which could
impact the timeline for regulatory approval or otherwise impact ongoing development programs.

Orphan drug designation and exclusivity

Under the Orphan Drug Act, the FDA may grant orphan designation to a product candidate intended to treat arare
disease or condition, which is generally a disease or condition that affects either (i) fewer than 200,000 individuals in the United
States, or (ii) more than 200,000 individualsin the United States and for which there is no reasonable expectation that the cost of
developing and making the product available in the United States for this type of disease or condition will be recovered from sales
of the product. A company must request orphan drug designation before submitting an NDA.. If the request is granted, the FDA
will disclose the identity of the therapeutic agent and its potential use. Orphan drug designation does not convey any advantage in
or shorten the duration of the regulatory review and approval process.

If aproduct candidate with orphan status receives the first FDA approval for the disease or condition for which it has
such designation or for a select indication or use within the rare disease or condition for which it was designated, the product is
entitled to orphan product exclusivity. Orphan product exclusivity means that the FDA may not approve any other applicationsto
market the same product for the same indication for seven years, except in certain limited circumstances. If a product candidate
designated as an orphan drug ultimately receives marketing approval for an indication broader than what it was designated for, it
may not be entitled to exclusivity. Orphan exclusivity will not bar approval of another product under certain circumstances,
including if a subsequent product with the same active ingredient for the same indication is shown to be clinically superior to the
approved product on the basis of greater efficacy or safety, or providing a major contribution to patient care, or if the company
with orphan drug exclusivity is not able to meet market demand. Further, the FDA may approve more than one product for the
same orphan indication or disease as long as the products contain different active ingredients. Moreover, competitors may receive
approval of different products for the indication for which the orphan product has exclusivity or obtain approval for the same
product but for a different indication for which the orphan drug has exclusivity. Orphan drug designation entitles sponsors to
financial incentives such as opportunities for grant funding towards clinical trial costs, tax advantages and user-fee waivers.

Expedited development and priority review programs

The FDA maintains several programs intended to facilitate and expedite development and review of new drugs to
address unmet medical needs in the treatment of serious or life-threatening diseases or conditions. These programs include Fast
Track designation, Breakthrough Therapy designation, Priority Review and Accelerated Approval, and the purpose of these
programs is to either expedite the development or review of important new drugs to get them to patients earlier than under standard
FDA development and review procedures.

The FDA has a Fast Track program that is intended to expedite or facilitate the process for reviewing new drugs that
meet certain criteria. Specifically, new drugs are dligible for Fast Track designation if they are intended to treat a serious or life
threatening condition and preclinical or clinical data demonstrate the potential to address unmet medical needs for the condition.
Fast Track designation applies to both the product and the specific indication for which it is being studied. The sponsor can regquest
the FDA to designate the product for Fast Track status any time before receiving NDA approval, but ideally no later than the pre-
NDA meeting. Fast Track designation provides increased opportunities for sponsor interactions with the FDA during preclinical
and clinical development, in addition to the potential for rolling review once a marketing application is filed, meaning that the
agency may review portions of the marketing application before the sponsor submits the complete application, as well as priority
review, discussed below.

Additionally, adrug may be eligible for designation as a breakthrough therapy if the product is intended, alone or in
combination with one or more other drugs or biologics, to treat a serious or life-threatening condition and preliminary clinical
evidence indicates that the product may demonstrate substantial improvement over currently approved therapies on one or more
clinically significant endpoints. The benefits of Breakthrough Therapy designation include the same benefits as Fast Track
designation, plus intensive guidance from the FDA to ensure an efficient drug development program. A product may also be
eligible for priority review if it treats a serious or life-threatening condition and, if approved, would provide a significant
improvement in safety and effectiveness compared to available therapies. The FDA determines at the time that the marketing
application is submitted, on a case-by-case basis, whether the proposed drug represents a significant improvement in treatment,
prevention or diagnosis of disease when compared with other available therapies. The FDA will attempt to direct additional
resources to the evaluation of an application for a new drug designated for priority review in an effort to facilitate the review and
to shorten the FDA'’ s goal for taking action on an NDA for a new molecular entity from ten months to six months from the date of
filing.
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A product may also be eligible for accelerated approval if it treats a serious or life-threatening disease or condition,
generally provides ameaningful advantage over available therapies and demonstrates an effect on a surrogate endpoint that is
reasonably likely to predict clinical benefit, or on aclinical endpoint that can be measured earlier than irreversible morbidity or
mortality, or IMM, that is reasonably likely to predict an effect on IMM or other clinical benefit. As acondition of accelerated
approval, the FDA requires that a sponsor perform adequate and well-controlled post-marketing clinical trials. If the FDA
concludes that a drug shown to be effective can be safely used only if distribution or useisrestricted, it will require such post-
marketing restrictions, as it deems necessary to assure safe use of the product.

Even if aproduct qualifies for one or more of these programs, the FDA may later decide that the product no longer
meets the conditions for qualification or decide that the time period for FDA review or approval will not be shortened. Fast Track
designation, Breakthrough Therapy designation and Priority Review designation do not change the standards for approval but may
expedite the development or review process. Drugs granted accel erated approval also must meet the same statutory standards for
safety and effectiveness as those granted traditional approval.

U.S. marketing exclusivity

Market exclusivity provisions under the FDCA can delay the submission or the approval of certain follow-on
applications. The FDCA provides afive-year period of non-patent marketing exclusivity within the United States to the first
applicant to gain approval of an NDA for a new chemical entity. A drug isanew chemical entity if the FDA has not previously
approved any other new drug containing the same active moiety, which is the molecule or ion responsible for the action of the drug
substance. During the exclusivity period, the FDA may not accept for review an Abbreviated New Drug Application, or ANDA,
for ageneric version of the drug or a505(b)(2) NDA for another version of such drug where the applicant does not own or have a
legal right of referenceto all the data required for approval. However, such a follow-on application may be submitted after four
yearsif it contains a certification of patent invalidity or non-infringement. The FDCA also provides three years of market
exclusivity for an NDA, 505(b)(2) NDA or supplement to an existing NDA if new clinical investigations, other than bioavailability
studies, that were conducted or sponsored by the applicant are deemed by the FDA to be essential to the approval of the
application, for example, new indications, dosages or strengths of an existing drug. This three-year exclusivity period covers only
the conditions of use associated with the new clinical investigations and does not prohibit the FDA from approving follow-on
applications that do not reference the protected clinical data. Five-year and three-year exclusivity will not delay the submission or
approval of afull NDA. However, an applicant submitting afull NDA would be required to conduct or obtain aright of reference
to al of the preclinical studies and adequate and well-controlled clinical trials necessary to demonstrate safety and effectiveness.

Pediatric exclusivity is another type of regulatory market exclusivity in the United States. Pediatric exclusivity, if
granted, adds six months to existing regulatory exclusivity periods or listed patents. This six-month exclusivity may be granted
based on the voluntary completion of a pediatric trial in accordance with an FDA-issued “Written Request” for such atrial.

Post-approval requirements

Drugs manufactured or distributed pursuant to FDA approvals are subject to pervasive and continuing regulation by
the FDA, including, among other things, requirements relating to recordkeeping, periodic reporting, product sampling and
distribution, advertising and promation and reporting of adverse experiences with the product. After approval, most changes to the
approved product, such as adding new indications or other labeling claims are subject to prior FDA review and approval. There are
continuing, annual user fee requirements for any marketed products.

The FDA may impose a number of post-approval requirements as a condition of approval of an NDA. For example,
the FDA may require post-marketing testing, including Phase 4 clinical trials, and surveillance to further assess and monitor the
product’ s safety and effectiveness after commercialization.

FDA regulations require that products be manufactured in specific facilities and in accordance with cGMP regulations
which require, among other things, quality control and quality assurance, the maintenance of records and documentation and the
obligation to investigate and correct any deviations from cGMP. In addition, drug manufacturers and other entitiesinvolved in the
manufacture and distribution of approved drugs are required to register their establishments with the FDA and state agencies and
are subject to periodic unannounced inspections by the FDA and these state agencies for compliance with cGM P requirements.
Changes to the manufacturing process are strictly regulated and often require prior FDA approval before being implemented. FDA
regulations also require investigation and correction of any deviations from cGM P requirements and impose reporting and
documentation requirements upon the sponsor and any third-party manufacturers that the sponsor may decide to use. Accordingly,
manufacturers must continue to expend time, money, and effort in the area of production and quality control to maintain cGMP
compliance.

Once an approval of adrug is granted, the FDA may withdraw the approval if compliance with regulatory
requirements and standards is not maintained or if problems occur after the product reaches the market. Later discovery of
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previously unknown problems with a product, including adverse events of unanticipated severity or frequency, or with
manufacturing processes, or failure to comply with regulatory requirements, may result in mandatory revisions to the approved
labeling to add new safety information; imposition of post-market studies or clinical trials to assess new safety risks; or imposition
of distribution or other restrictions under a REM S program. Any of these limitations on approval or marketing could restrict the
commercial promotion, distribution, prescription or dispensing of products. Other potential consequences include, among other
things:

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

*  Fines, warning letters or holds on post-approval clinical trials;

» Refusal of the FDA to approve pending NDAS or supplements to approved NDAS, or suspension or withdrawal of
product approvals;

»  Product seizure or detention, or refusal to permit the import or export of products; and
* Injunctions or the imposition of civil or criminal penalties.

The FDA dtrictly regulates marketing, labeling, advertising and promotion of products that are placed on the market.
Drugs may be promoted by a sponsor and any third parties acting on behalf of a sponsor only for the approved indicationsand in a
manner consistent with the approved label for the product. The FDA and other agencies actively enforce the laws and regulations
prohibiting the promation of off-label uses, and a company that is found to have improperly promoted off-label uses may be
subject to significant liability.

Other healthcare laws

Healthcare providers, physicians, and third-party payorswill play aprimary role in the recommendation and
prescription of drug products for which we obtain marketing approval. Arrangements with third-party payors, healthcare providers
and physicians, in connection with the clinical research, sales, marketing and promotion of products, once approved, and related
activities, may expose a pharmaceutical manufacturer to broadly applicable fraud and abuse and other healthcare laws and
regulations. In the United States, these laws include, without limitation, state and federal anti-kickback, false claims, physician
transparency, and patient data privacy and security laws and regulations, including but not limited to those described below:

» thefedera Anti-Kickback Statute, or AKS, which makesit illegal for any person or entity, including a
prescription drug manufacturer (or a party acting on its behalf) to knowingly and willfully solicit, receive, offer or
pay any remuneration (including any kickback, bribe, or rebate), directly or indirectly, overtly or covertly, in cash
or inkind, that isintended to induce or reward, referrals including the purchase, recommendation, order or
prescription of a particular drug for which payment may be made under a federal healthcare program, such as the
Medicare and Medicaid programs. The AK S has been interpreted to apply to arrangements between therapeutic
product manufacturers on one hand and prescribers, purchasers, and formulary managers on the other. A person or
entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have
committed a violation. Further, courts have found that if “one purpose” of remuneration is to induce referrals, the
AKSisviolated. In addition, the government may assert that a claim including items or services resulting from a
violation of the AK S constitutes afalse or fraudulent claim for purposes of the federal False Claims Act, or FCA.
On November 20, 2020, the Office of Inspector General, or OIG, finalized further modifications to the federal
Anti-Kickback Statute. Under the final rule, OIG added safe harbor protections under the Anti-Kickback Statute
for certain coordinated care and value-based arrangements among clinicians, providers, and others. Thisrule (with
exceptions) became effective January 19, 2021. We continue to evaluate what effect, if any, thisrule will have on
our business;

» thefedera civil and criminal false claims laws, including the FCA, which can be enforced by private citizens
through “qui tam” or “whistleblower” actions, and civil monetary penalty laws, which impose criminal and civil
penalties against individuals or entities for, among other things, knowingly presenting, or causing to be presented,
claims for payment or approval from Medicare, Medicaid, or other federal health care programs that are false or
fraudulent; knowingly making or causing a false statement material to afalse or fraudulent claim or an obligation
to pay or transmit money or property to the federal government; or knowingly concealing or knowingly and
improperly avoiding or decreasing such an obligation. Pharmaceutical and other healthcare companies have been,
and continue to be, prosecuted under these laws, among other things, for allegedly providing free product to

28



customers with the expectation that the customers would bill federal programs for the product and for causing
false claims to be submitted because of the companies’ marketing of the product for unapproved, off-label, and
thus generally non-reimbursable, uses. Similar to the AKS, a person or entity does not need to have actual
knowledge of these statutes or specific intent to violate them in order to have committed a violation;

» HIPAA, which created additional federal criminal statutes that prohibit knowingly and willfully executing, or
attempting to execute, a scheme to defraud any healthcare benefit program or obtain, by means of false or
fraudulent pretenses, representations, or promises, any of the money or property owned by, or under the custody
or control of, any healthcare benefit program, regardless of the payor (e.g., public or private) and knowingly and
willfully falsifying, concealing or covering up by any trick or device amaterial fact or making any materially
false statements in connection with the delivery of, or payment for, healthcare benefits, items or servicesrelating
to healthcare matters. Like the AKS, the ACA amended the intent standard for certain healthcare fraud statutes
under HIPAA such that a person or entity no longer needs to have actual knowledge of the statute or specific
intent to violate it in order to have committed a violation;

» HIPAA, asamended by HITECH, and their respective implementing regulations, which impose requirements on
certain covered healthcare providers, health plans, and healthcare clearinghouses as well as their respective
business associates that perform services for them that involve the creation, use, receipt, maintenance or
disclosure of individually identifiable health information, relating to the privacy, security and transmission of
individually identifiable health information. HITECH also created four new tiers of civil monetary penalties,
amended HIPAA to make civil and criminal penalties directly applicable to business associates, and gave state
attorneys general new authority to file civil actions for damages or injunctionsin federal courtsto enforce HIPAA
and seek attorneys’ fees and costs associated with pursuing federal civil actions;

» thefederal Physician Payments Sunshine Act, created under the ACA, and its implementing regulations, which
reguire manufacturers of drugs, devices, biologics and medical supplies for which payment is available under
Medicare, Medicaid or the Children’s Health Insurance Program to report annually to the Centers for Medicare
and Medicaid Services, or CMS, under the Open Payments Program, information related to payments or other
transfers of value made to physicians (defined to include doctors, dentists, optometrists, podiatrists and
chiropractors) and teaching hospitals, as well as ownership and investment interests held by physicians and their
immediate family members. Effective January 1, 2022, these reporting obligations will extend to include transfers
of value made during the previous year to certain non-physician providers such as physician assistants and nurse
practitioners; and

» anaogous state and foreign laws and regulations, such as state and foreign anti-kickback, false claims, consumer
protection and unfair competition laws which may apply to pharmaceutical business practices, including but not
limited to, research, distribution, sales and marketing arrangements as well as submitting claimsinvolving
healthcare items or services reimbursed by any third-party payor, including commercial insurers; state laws that
reguire pharmaceutical companies to comply with the pharmaceutical industry’ s voluntary compliance guidelines
and the relevant compliance guidance promulgated by the federal government that otherwise restricts payments
that may be made to healthcare providers and other potential referral sources; state laws that require drug
manufacturers to file reports with states regarding pricing and marketing information, such as the tracking and
reporting of gifts, compensations and other remuneration and items of value provided to healthcare professionals
and entities; state and local laws requiring the registration of pharmaceutical sales representatives; and state and
foreign laws governing the privacy and security of health information in certain circumstances, many of which
differ from each other in significant ways and may not have the same effect, thus complicating compliance
efforts.

Because of the breadth of these laws and the narrowness of the statutory exceptions and regulatory safe harbors
available, it is possible that some of a pharmaceutical manufacturer’s business activities could be subject to challenge under one or
more of such laws. Efforts to ensure that business arrangements comply with applicable healthcare laws involve substantial costs.
It is possible that governmental and enforcement authorities will conclude that a pharmaceutical manufacturer’ s business practices
do not comply with current or future statutes, regulations or case law interpreting applicable fraud and abuse or other healthcare
laws and regulations. If any such actions are instituted against a pharmaceutical manufacturer, and it is not successful in defending
itself or asserting its rights, those actions could have a significant impact on its business, including the imposition of significant
civil, criminal and administrative penalties, damages, disgorgement, imprisonment, monetary fines, possible exclusion from
participation in Medicare, Medicaid and other federal healthcare programs, reporting obligations and oversight if we become
subject to integrity and oversight agreements to resolve allegations of hon-compliance, contractual damages, reputational harm,
diminished profits and future earnings, and curtailment of operations, any of which could adversely affect a pharmaceutical
manufacturer’ s ability to operate its business and the results of operations. In addition, commercialization of any drug product
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outside the United States will also likely be subject to foreign equivalents of the healthcare laws mentioned above, among other
foreign laws.

In the United States, numerous federal and state laws and regulations, including state data breach notification laws,
state health information privacy laws, and federal and state consumer protection laws, govern the collection, use, disclosure, and
protection of health-related and other personal information. For example, in June 2018, the State of California enacted the CCPA,
which came into effect on January 1, 2020 and provides new data privacy rights for consumers and new operational requirements
for companies, which may increase our compliance costs and potential liability. The CCPA gives California residents expanded
rights to access and delete their personal information, opt out of certain personal information sharing, and receive detailed
information about how their personal information is used. The CCPA provides for civil penatiesfor violations, aswell asa private
right of action for data breaches that is expected to increase data breach litigation. While there is currently an exception for
protected health information that is subject to HIPAA and clinical trial regulations, as currently written, the CCPA may impact
certain of our business activities. The CCPA could mark the beginning of atrend toward more stringent state privacy legislation in
the United States, which could increase our potential liability and adversely affect our business.

In the event we decide to conduct clinical trials or continue to enroll subjectsin our ongoing or future clinical trials,
we may be subject to additional privacy restrictions. The collection, use, storage, disclosure, transfer, or other processing of
personal dataregarding individualsin the EEA, including personal health data, is subject to the GDPR, which became effective on
May 25, 2018. The GDPR is wide-ranging in scope and imposes humerous reguirements on companies that process personal data,
including requirements relating to processing health and other sensitive data, obtaining consent of the individuals to whom the
personal datarelates, providing information to individual s regarding data processing activities, implementing safeguards to protect
the security and confidentiality of personal data, providing notification of data breaches, and taking certain measures when
engaging third-party processors. The GDPR also imposes strict rules on the transfer of personal datato countries outside the EEA,
including the United States, and permits data protection authorities to impose large penalties for violations of the GDPR, including
potential fines of up to €20 million or 4% of annual global revenues, whichever is greater. The GDPR also confers a private right
of action on data subjects and consumer associations to lodge complaints with supervisory authorities, seek judicial remedies, and
obtain compensation for damages resulting from violations of the GDPR. In addition, the GDPR includes restrictions on cross-
border data transfers. The GDPR may increase our responsibility and liability in relation to personal data that we process where
such processing is subject to the GDPR, and we may be required to put in place additional mechanisms to ensure compliance with
the GDPR, including as implemented by individual countries. Compliance with the GDPR will be arigorous and time-intensive
process that may increase our cost of doing business or require us to change our business practices, and despite those efforts, there
isarisk that we may be subject to fines and penalties, litigation, and reputational harm in connection with our European activities.
Further, the U.K.’s decision to leave the EU, often referred to as Brexit, has created uncertainty with regard to data protection
regulation in the U.K. In particular, it is unclear how data transfers to and from the U.K. will be regulated now that the U.K. has
left the EU.

Current and future healthcare reform legislation

In both the United States and certain foreign jurisdictions, there have been, and continue to be, a number of legisative
and regulatory changes to the health care system. 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 legidative initiatives. In particular, in 2010, the ACA was enacted, which, among other
things, increased the minimum Medicaid rebates owed by most manufacturers under the Medicaid Drug Rebate Program, extended
the Medicaid Drug Rebate Program to utilization of prescriptions of individuals enrolled in Medicaid managed care organizations,
subjected manufacturers to new annual fees and taxes for certain branded prescription drugs, and provided incentives to programs
that increase the federal government’ s comparative effectiveness research.

Thereremain judicial, administrative, executive, and legidative challenges to certain aspects of the ACA, and we
expect there will be additional challenges and amendments to the ACA in the future. On December 14, 2018, a Texas U.S. District
Court Judge ruled that the ACA is unconstitutional in its entirety because the “individual mandate” was repealed by Congress as
part of the Tax Act. Additionally, on December 18, 2019, the U.S. Court of Appeals for the 5th Circuit upheld the District Court
ruling that the individual mandate was unconstitutional and remanded the case back to the District Court to determine whether the
remaining provisions of the ACA areinvalid aswell. On March 2, 2020, the United States Supreme Court granted the petitions for
writs of certiorari to review this case, and held oral arguments, on November 10, 2020. In addition, the Trump Administration has
issued various Executive Orders that eliminated cost sharing subsidies and various provisions that would impose afiscal burden on
states or a cot, fee, tax, penalty or regulatory burden on individuals, healthcare providers, health insurers, or manufacturers of
pharmaceuticals or medical devices. Additionally, Congress has introduced several pieces of legislation aimed at significantly
revising or repealing the ACA. It is unclear whether the ACA will be overturned, repealed, replaced, or further amended. We
cannot predict what affect further changes to the ACA would have on our business, especialy given the new administration.
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In addition, other legidative changes have been proposed and adopted in the United States since the ACA was enacted. In

August 2011, the Budget Control Act of 2011, among other things, created measures for spending reductions by Congress. A Joint
Select Committee on Deficit Reduction, tasked with recommending a targeted deficit reduction of at least $1.2 trillion for the years
2013 through 2021, was unable to reach required goals, thereby triggering the legislation’s automatic reduction to several
government programs. This includes aggregate reductions of Medicare payments to providers of 2% per fiscal year, which went
into effect in 2013, and, due to subsequent |egislative amendments, will remain in effect through 2030 unless additional
Congressiona action is taken. However, the Medicare sequester reductions under the Budget Control Act of 2011 have been
suspended from May 1, 2020 through March 31, 2021 due to the COVID-19 pandemic. Proposed legislation, if passed, would
extend this suspension until the end of the pandemic. The American Taxpayer Relief Act of 2012 further reduced Medicare
payments to several providers, including hospitals and cancer treatment centers, and increased the statute of limitations period for
the government to recover overpayments to providers from three to five years. The Bipartisan Budget Act of 2018, also amended
the ACA, effective January 1, 2019, by increasing the point-of-sale discount that is owed by pharmaceutical manufacturers who
participate in Medicare Part D and closing the coverage gap in most Medicare drug plans, commonly referred to as the “donut
hole.”

Additionally, there has been heightened governmental scrutiny in the United States of pharmaceutical pricing practices
in light of the rising cost of prescription drugs and biologics. At the federal level, the former Trump administration’s budget
proposal for the fiscal year 2021 includes a $135 billion allowance to support legislative proposals seeking to reduce drug prices,
increase competition, lower out-of-pocket drug costs for patients, and increase patient access to lower-cost generic and biosimilar
drugs. On March 10, 2020, the former Trump administration sent “ principles’ for drug pricing to Congress, caling for legislation
that would, among other things, cap Medicare Part D beneficiary out-of-pocket pharmacy expenses, provide an option to cap
Medicare Part D beneficiary monthly out-of-pocket expenses, and place limits on pharmaceutical price increases. Moreover, the
former Trump administration also previously released a“Blueprint” to lower drug prices and reduce out of pocket costs of drugs
that contained proposals to increase manufacturer competition, increase the negotiating power of certain federal healthcare
programs, incentivize manufacturers to lower the list price of their products and reduce the out-of-pocket costs of drug products
paid by consumers. The U.S. Department of Health and Human Services, or HHS, has already started the process of soliciting
feedback on some of these measures and, at the same time, is immediately implementing others under its existing authority. For
example, in May 2019, CMSissued afinal rule to allow Medicare Advantage Plans the option of using step therapy for Part B
drugs beginning January 1, 2020. However, it is unclear whether the Biden administration will challenge, reverse, revoke or
otherwise modify these executive and administrative actions after January 20, 2021.

In addition, there have been several changes to the 340B drug pricing program, which imposes ceilings on prices that
drug manufacturers can charge for medications sold to certain health care facilities. On December 27, 2018, the District Court for
the Digtrict of Columbiainvalidated a reimbursement formula change under the 340B drug pricing program, and CMS
subsequently altered the FY s 2019 and 2018 reimbursement formula on specified covered outpatient drugs (“SCODs"). The court
ruled this change was not an “adjustment” which was within the Secretary’ s discretion to make but was instead a fundamental
change in the reimbursement cal culation. However, most recently, on July 31, 2020, the U.S. Court of Appeals for the District of
Columbia Circuit overturned the district court’s decision and found that the changes were within the Secretary’ s authority. On
September 14, 2020, the plaintiffs-appellees filed a Petition for Rehearing En Banc (i.e., before the full court), but was denied on
October 16, 2020. It is unclear how these developments could affect covered hospitals who might purchase our future products and
affect the rates we may charge such facilities for our approved products in the future, if any.

In 2020, former President Trump announced several executive orders related to prescription drug pricing that seek to
implement several of the administration's proposals. In response, the FDA released afinal rule on September 24, 2020, which went
into effect on November 30, 2020, providing guidance for statesto build and submit importation plans for drugs from Canada.
Further, on November 20, 2020 CM Sissued an Interim Final Rule implementing the Most Favored Nation, or MFN, Model under
which Medicare Part B reimbursement rates will be calculated for certain drugs and biologicals based on the lowest price drug
manufacturers receive in Organization for Economic Cooperation and Development countries with a similar gross domestic
product per capita. The MFN Model regulations mandate participation by identified Part B providers and would have applied in all
U.S. states and territories for a seven-year period beginning January 1, 2021 and ending December 31, 2027. However, in response
to alawsuit filed by several industry groups, on December 28, 2020, the U.S. District Court for the Northern District of California
issued a nationwide preliminary injunction enjoining government defendants from implementing the MFN Rule pending
completion of notice-and-comment procedures under the Administrative Procedure Act. On January 13, 2021, in a separate lawsuit
brought by industry groupsin the U.S. District of Maryland, the government defendants entered a joint motion to stay litigation on
the condition that the government would not appeal the preliminary injunction granted in the U.S. District Court for the Northern
District of Californiaand that performance for any final regulation stemming from the MFN Interim Final Rule shall not
commence earlier than 60 days after publication of that regulation in the Federal Register. Further, authorities in Canada have
passed rules designed to safeguard the Canadian drug supply from shortages. If implemented, importation of drugs from Canada
and the MFN Model may materially and adversely affect the price we receive for any of our product candidates.
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Additionally, on December 2, 2020, HHS published a regulation removing safe harbor protection for price reductions
from pharmaceutical manufacturersto plan sponsors under Part D, either directly or through pharmacy benefit managers, unless
the price reduction is required by law. The rule also creates a new safe harbor for price reductions reflected at the point-of-sale, as
well as a safe harbor for certain fixed fee arrangements between pharmacy benefit managers and manufacturers. Pursuant to an
order entered by the U.S. District Court for the District of Columbia, the portion of the rule eliminating safe harbor protection for
certain rebates related to the sale or purchase of a pharmaceutical product from a manufacturer to a plan sponsor under Medicare
Part D has been delayed to January 1, 2023. Further, implementation of this change and new safe harbors for point-of-sale
reductionsin price for prescription pharmaceutical products and pharmacy benefit manager service fees are currently under review
by the Biden administration and may be amended or repealed. Although a number of these and other measures may require
additional authorization to become effective, and the Biden administration may reverse or otherwise change these measures,
Congress has indicated that it will continue to seek new legidlative and/or administrative measures to control drug costs. Any
reduction in reimbursement from Medicare and other government programs may result in asimilar reduction in payments from
private payers.

In addition, individual statesin the United States have also increasingly passed legislation and implemented
regulations designed to control pharmaceutical product pricing, including price or patient reimbursement constraints, discounts,
restrictions on certain product access and marketing cost disclosure and transparency measures, and, in some cases, designed to
encourage importation from other countries and bulk purchasing.

Further, on May 30, 2018, the Trickett Wendler, Frank Mongiello, Jordan McLinn, and Matthew Bellina Right to Try
Act of 2017, or the Right to Try Act, was signed into law. The law, among other things, provides afedera framework for certain
patients to access certain investigational new drug products that have completed a Phase 1 clinical trial and that are undergoing
investigation for FDA approval. Under certain circumstances, eligible patients can seek treatment without enrolling in clinical
trials and without obtaining FDA permission under the FDA expanded access program. There is no obligation for a pharmaceutical
manufacturer to make its drug products available to eligible patients as aresult of the Right to Try Act, although the FDA recently
published a notice of proposed rulemaking that would require manufacturers who do so to make annual reports of those programs
to the FDA.

Legidative and regulatory proposals and enactment of laws, at the foreign federal and state levels, directed at
containing or lowering the cost of healthcare, will continue into the future. We cannot predict the initiatives that may be adopted in
the future, including repeal, replacement or significant revisions to the ACA. The continuing efforts of the government, insurance
companies, managed care organizations and other payors of healthcare services to contain or reduce costs of healthcare and/or
impose price controls may adversely affect:

» the demand for our product candidates, if we obtain regulatory approval;

e our ability to set aprice that we believe isfair for our products;

* our ahility to obtain coverage and reimbursement approval for a product;

* our ability to generate revenue and achieve or maintain profitability;

» thelevel of taxesthat we are required to pay; and

the availability of capital.

Any reduction in reimbursement from Medicare or other government programs may result in asimilar reduction in
payments from private payors, which may adversely affect our future profitability.

Regulation outside the United States

In addition to regulations in the United States, we will be subject to a variety of regulations in other jurisdictions
governing, among other things, clinical trials and any commercia sales and distribution of our products. The cost of establishing a
regulatory compliance system for numerous varying jurisdictions can be very significant. Although many of the issues discussed
above with respect to the United States apply similarly in the context of the EU and in other jurisdictions, the approval process
varies between countries and jurisdictions and can involve additional product testing and additional administrative review periods.
The time required to obtain approval in other countries and jurisdictions might differ from and be longer than that required to
obtain FDA approval. Regulatory approval in one country or jurisdiction does not ensure regulatory approval in another, but a
failure or delay in obtaining regulatory approval in one country or jurisdiction may negatively impact the regulatory processin
others.
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Whether or not we obtain FDA approval for a product, we must obtain the requisite approvals from regulatory
authoritiesin foreign countries prior to the commencement of clinical trials or marketing of the product in those countries. Certain
countries outside of the United States have a similar process that requires the submission of aclinical trial application much like
the IND prior to the commencement of human clinical trials. In the EU, for example, aclinical trial authorization application, or
CTA, must be submitted for each clinical protocol to each country’s national health authority and an independent ethics
committee, much like the FDA and IRB, respectively. Once the CTA is accepted in accordance with a country’ s requirements, the
clinical trial may proceed.

The requirements and processes governing the conduct of clinical trials vary from country to country. In al cases, the
clinical trials are conducted in accordance with GCP, the applicable regulatory requirements, and the ethical principles that have
their origin in the Declaration of Helsinki.

To obtain regulatory approval of an investigational medicinal product under EU regulatory systems, we must submit a
marketing authorization application. The content of the NDA filed in the United Statesis similar to that required in the EU, with
the exception of, among other things, country-specific document reguirements.

For other countries outside of the EU and the United States, such as countries in Eastern Europe, Latin America or
Asia, the requirements governing product development, the conduct of clinical trials, manufacturing, distribution, marketing
approval, product licensing, pricing and reimbursement vary from country to country.

Countries that are part of the EU, aswell as countries outside of the EU, have their own governing bodies,
requirements, and processes with respect to the approval of drug products. If we fail to comply with applicable foreign regulatory
requirements, we may be subject to, among other things, fines, suspension or withdrawal of regulatory approvals, product recalls,
seizure of products, operating restrictions and criminal prosecution.

Additionally, to the extent that any of our product candidates, once approved, are sold in aforeign country, we may be
subject to applicable post-marketing requirements, including safety surveillance, anti-fraud and abuse laws and implementation of
corporate compliance programs and reporting of payments or other transfers of value to healthcare professionals.

Authorization Proceduresin the EU

In the EEA (comprised of the EU Member States plus Iceland, Liechtenstein and Norway), medicinal products must
be authorized for marketing by using either the centralized authorization procedure or one of the national authorization procedures.

»  Centralized procedure—If pursuing marketing authorization of a product candidate for a therapeutic indication
under the centralized procedure, following the opining of the EMA’s Committee for Medicinal Products for
Human Use, or CHMP, the European Commission issues a single marketing authorization valid across the EEA.
The centralized procedure is compulsory for human medicines derived from biotechnology processes or advanced
therapy medicinal products (such as gene therapy, somatic cell therapy and tissue engineered products), products
that contain a new active substance indicated for the treatment of certain diseases, such as HIV/AIDS, cancer,
neurodegenerative disorders, diabetes, autoimmune diseases and other immune dysfunctions, vira diseases, and
officialy designated orphan medicines. For medicines that do not fall within these categories, an applicant has the
option of submitting an application for a centralized marketing authorization to the EMA, as long as the medicine
concerned contains a new active substance not yet authorized in the EEA, or is a significant therapeutic, scientific
or technical innovation, or if its authorization would be in the interest of public health in the EEA. Under the
centralized procedure, the maximum timeframe for the evaluation of a marketing authorization application, or
MAA, by the EMA is 210 days, excluding “clock stops’, when additional written or oral information isto be
provided by the applicant in response to questions asked by the CHMP, and which can add materially to the
timeframe. Accelerated assessment might be granted by the CHMP in exceptional cases, when a medicinal
product is expected to be of amajor public health interest, particularly from the point of view of therapeutic
innovation. The timeframe for the evaluation of an MAA under the accel erated assessment procedure is 150 days,
excluding clock stops, but it is possible that the CHMP may revert to the standard time limit for the centralized
procedure if it determines that the application is no longer appropriate to conduct an accel erated assessment.

Now that the UK (which comprises Great Britain and Northern Ireland) has | eft the EU, Great Britain will no
longer be covered by centralized marketing authorizations (under the Northern Irish Protocol, centralized
marketing authorizations will continue to be recognized in Northern Ireland). All medicinal products with a
current centralized marketing authorization were automatically converted to Great Britain marketing
authorizations on January 1, 2021. For a period of two years from January 1, 2021, the Medicines and Healthcare
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products Regulatory Agency, or MHRA, the UK medicines regulator, may rely on a decision taken by the
European Commission on the approval of a new marketing authorization in the centralized procedure, in order to
more quickly grant anew Great Britain marketing authorization. A separate application will, however, still be
required.

» National authorization procedures—There are a so two other possible routes to authorize products for therapeutic
indications in several countries, which are available for products that fall outside the scope of the centralized
procedure:

»  Decentralized procedure—Using the decentralized procedure, an applicant may apply for simultaneous
authorization in more than one EEA country of medicinal products that have not yet been authorized in any EEA
country and that do not fall within the mandatory scope of the centralized procedure.

e Mutual recognition procedure—In the mutual recognition procedure, amedicine isfirst authorized in one EEA
member state, in accordance with the national procedures of that country. Following this, additional marketing
authorizations can be sought from other EEA countries in a procedure whereby the countries concerned recognize
the validity of the original, national marketing authorization.

In the EEA, new products for therapeutic indications that are authorized for marketing (i.e., reference products) qualify
for eight years of data exclusivity and an additional two years of market exclusivity upon marketing authorization. The data
exclusivity period prevents generic or biosimilar applicants from relying on the preclinical and clinical trial data contained in the
dossier of the reference product when applying for a generic or biosimilar marketing authorization in the EEA during a period of
eight years from the date on which the reference product was first authorized in the EEA. The market exclusivity period prevents a
successful generic or biosimilar applicant from commercializing its product in the EEA until ten years have elapsed from the initial
authorization of the reference product in the EEA. The ten-year market exclusivity period can be extended to a maximum of 11
yearsif, during the first eight years of those ten years, the marketing authorization holder obtains an authorization for one or more
new therapeutic indications which, during the scientific evaluation prior to their authorization, are held to bring a significant
clinical benefit in comparison with existing therapies.

The criteriafor designating an “orphan medicinal product” in the EEA are similar in principle to those in the United
States. In the EEA, amedicinal product may be designated as orphan if (1) it isintended for the diagnosis, prevention or treatment
of alife-threatening or chronically debilitating condition; (2) either (a) such condition affects no more than five in 10,000 persons
in the EU when the application is made, or (b) the product, without the benefits derived from orphan status, would not generate
sufficient return in the EU to justify investment; and (3) there exists no satisfactory method of diagnosis, prevention or treatment
of such condition authorized for marketing in the EU, or if such a method exists, the product will be of significant benefit to those
affected by the condition. Orphan medicinal products are eligible for financial incentives such as reduction of fees or fee waivers
and are, upon grant of a marketing authorization, entitled to ten years of market exclusivity for the approved therapeutic indication.
During this ten-year orphan market exclusivity period, no marketing authorization application shall be accepted, and no marketing
authorization shall be granted for a“similar medicinal product” for the same indication. A “similar medicinal product” is defined
asamedicinal product containing asimilar active substance or substances as contained in an authorized orphan medicinal product,
and which isintended for the same therapeutic indication. An orphan product can also obtain an additional two years of market
exclusivity in the EU for pediatric studies. The ten-year market exclusivity may be reduced to six yearsif, at the end of the fifth
year, it is established that the product no longer meets the criteria for orphan designation, for example, if the product is sufficiently
profitable not to justify maintenance of market exclusivity. Additionally, marketing authorization may be granted to asimilar
product for the same indication at any timeif (i) the second applicant can establish that its product, although similar, is safer, more
effective or otherwise clinically superior; (ii) the marketing authorization holder of the authorized orphan product consentsto a
second orphan medicinal product application; or (iii) the marketing authorization holder of the authorized orphan product cannot
supply enough orphan medicinal product.

Asin the United States, the various phases of non-clinical and clinical research in the EU are subject to significant
regulatory controls.

The Clinical Trials Directive 2001/20/EC, the Directive 2005/28/EC on GCP and the related national implementing
provisions of the individual EU Member States govern the system for the approval of clinical trialsin the EU. Under this system,
an applicant must obtain prior approval from the national competent authority, or NCA, of the EU Member Statesin which the
clinical trial isto be conducted. Furthermore, the applicant may only start aclinical trial at a specific tria site after an independent
ethics committee, or EC, has issued a favorable opinion. The clinical trial application must be accompanied by, among other
documents, an investigational medicinal product dossier (the Common Technical Document) with supporting information
prescribed by Directive 2001/20/EC, Directive 2005/28/EC, and the implementing national provisions of the relevant individual
EU Member States and further detailed in applicable guidance documents. Under the current regime all suspected unexpected
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serious adverse reactions to the investigated drug that occur during the clinical trial have to be reported to the NCA and ECs of the
Member State where they occurred.

In April 2014, the new Clinical Trials Regulation (EU) No 536/2014 or Clinical Trials Regulation, was adopted. It is
expected that the Clinical Trials Regulation will apply following confirmation of full functionality of the Clinical Trials
Information System, the centralized EU portal and database for clinical trials foreseen by the regulation, through an independent
audit, which is currently expected to occur in December 2021. The Clinical Trials Regulation will be directly applicablein al the
EU Member States, repealing the current Clinical Trials Directive 2001/20/EC. Conduct of al clinical trials performed in the EU
will continue to be bound by currently applicable provisions until the Clinical Trials Regulation becomes applicable. The new
Clinical Trials Regulation will overhaul the current system of approvalsfor clinical trialsin the EU and aims at simplifying and
streamlining the approval of clinical trialsin the EU.

The main characteristics of the regulation include (i) a streamlined application procedure via a single-entry point, the
“EU portal,” asingle set of documents to be prepared and submitted for the application as well as simplified reporting procedures
for clinical trial sponsors; and (ii) a harmonized procedure for the assessment of applications for clinical trials, which isdivided in
two parts. Part | is assessed by an elected Reference Member State, with the support of the competent authorities of all EU
Member Statesin which an application for authorization of aclinical trial has been submitted (Member States Concerned). Part Il
is assessed separately by each Member State Concerned. Strict deadlines have been established for the assessment of clinical trial
applications. The role of the relevant ethics committees in the assessment procedure will continue to be governed by the national
law of the concerned EU Member State. However, overall related timelines will be defined by the Clinical Trials Regulation.

Should we utilize third-party distributors, compliance with such foreign governmental regulations would generally be
the responsibility of such distributors, who may be independent contractors over whom we have limited control.

Brexit and the Regulatory Framework in the United Kingdom

On June 23, 2016, the electorate in the UK voted in favor of leaving the EU, commonly referred to as* Brexit.”
Thereafter, on March 29, 2017, the country formally notified the EU of its intention to withdraw pursuant to Article 50 of the
Lisbon Treaty. Pursuant to Article 50 of the Lisbon Treaty, the UK ceased being a Member State of the EU on January 31, 2020,
however there was an initial transition period during which EU medicinal product laws continued to apply in the UK. This
transition period ended on December 31, 2020. Since the regulatory framework in the UK covering quality, safety and efficacy of
pharmaceutical products, clinical trials, marketing authorization, commercial sales and distribution of pharmaceutical productsis
derived from EU Directives and Regulations, Brexit could materially impact the future regul atory regime which applies to
products and the approval of product candidates in the UK, now that UK legidation has the potential to diverge from EU
legidation. It remains to be seen how Brexit will impact regulatory requirements for product candidates and products in the UK in
the long term. The MHRA has recently published detailed guidance for industry and organizationsto follow from January 1, 2021
now that the transition period is over, which will be updated as the UK’ s regulatory position on medicina products evolves over
time.

Coverage and reimbursement

Successful commercialization of new drug products depends in part on the extent to which reimbursement for those
drug products will be available from government health administration authorities, private health insurers, and other organizations.
In the United States, government authorities and third-party payors, such as private health insurers and health maintenance
organizations, decide which drug products they will pay for and establish reimbursement levels. The availability and extent of
reimbursement by governmental and private payorsis essential for most patients to be able to afford a drug product. Sales of drug
products depend substantially, both domestically and abroad, on the extent to which the costs of drugs products are paid for by
health maintenance, managed care, pharmacy benefit and similar healthcare management organizations, or reimbursed by
government health administration authorities, private health coverage insurers and other third-party payors.

A primary trend in the U.S. healthcare industry and elsewhere is cost containment. Government authorities and third-
party payors have attempted to control costs by limiting coverage and the amount of reimbursement for particular drug products.
Third-party payors are increasingly challenging the price, examining the medical necessity, and reviewing the cost-effectiveness of
medical products, therapies and services, in addition to questioning their safety and efficacy. Obtaining reimbursement for our
products may be particularly difficult because of the higher prices often associated with branded drugs and drugs administered
under the supervision of a physician. We may need to conduct expensive pharmacoeconomic studies in order to demonstrate the
medical necessity and cost-effectiveness of our products, in addition to the costs required to obtain FDA approvals. Our product
candidates may not be considered medically necessary or cost-effective. Obtaining coverage and reimbursement approval of a
product from a government or other third-party payor is atime-consuming and costly process that could require usto provideto
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each payor supporting scientific, clinical and cost-effectiveness data for the use of our product on a payor-by-payor basis, with no
assurance that coverage and adequate reimbursement will be obtained. A payor’s decision to provide coverage for a product does
not imply that an adequate reimbursement rate will be approved. Further, one payor’s determination to provide coverage for a
product does not assure that other payors will also provide coverage for the product. Adequate third-party reimbursement may not
be available to enable us to maintain price levels sufficient to realize an appropriate return on its investment in product
development. If reimbursement is not available or is available only at limited levels, we may not be able to successfully
commercialize any product candidate that we successfully develop.

In many countries, the prices of drug products are subject to varying price control mechanisms as part of national
health systems. In general, the prices of drug products under such systems are substantially lower than in the United States. Other
countries allow companiesto fix their own prices for drug products but monitor and control company profits. Accordingly, in
markets outside the United States, the reimbursement for drug products may be reduced compared with the United States.

In the United States, the principal decisions about reimbursement for new drug products are typically made by CMS,
an agency within the HHS. CM S decides whether and to what extent a new drug product will be covered and reimbursed under
Medicare, and private payors tend to follow CM S to a substantial degree. However, no uniform policy of coverage and
reimbursement for drug products exists among third-party payors and coverage and reimbursement levels for drug products can
differ significantly from payor to payor. Coverage and reimbursement by a third-party payor may depend upon a number of
factors, including the third-party payor’s determination that use of adrug product is:

» acovered benefit under its health plan;

» safe, effective and medically necessary;
»  appropriate for the specific patient;

*  cost-effective; and

* neither experimental nor investigational.

We cannot be sure that coverage or reimbursement will be available for any product that we commercialize and, if
coverage and reimbursement are available, what the level of reimbursement will be. Coverage may also be more limited than the
purposes for which the product is approved by the FDA or comparable foreign regulatory authorities. Reimbursement may impact
the demand for, or the price of, any product for which we obtain regulatory approval.

The MMA established the Medicare Part D program to provide a voluntary prescription drug benefit to Medicare
beneficiaries. Under Part D, Medicare beneficiaries may enroll in prescription drug plans offered by private entities that provide
coverage of outpatient prescription drugs. While all Medicare drug plans must give at least a standard level of coverage set by
Medicare, Part D prescription drug plan sponsors are not required to pay for all covered Part D drugs, and each Part D prescription
drug plan can develop its own drug formulary that identifies which drugsit will cover and at what tier or level. However, Part D
prescription drug formularies must include drugs within each therapeutic category and class of covered Part D drugs, though not
necessarily al the drugs in each category or class. Any formulary used by a Part D prescription drug plan must be developed and
reviewed by a pharmacy and therapeutic committee. Government payment for some of the costs of prescription drugs may increase
demand for drugs for which we obtain marketing approval. Any negotiated prices for any of our products covered by a Part D
prescription drug plan will likely be lower than the prices we might otherwise obtain. Moreover, while the MMA applies only to
drug benefits for Medicare beneficiaries, private payors often follow Medicare coverage policy and payment limitations in setting
their own payment rates. Any reduction in payment that results from the MMA may result in asimilar reduction in payments from
non-governmental payors.

For adrug product to receive federal reimbursement under the Medicaid or Medicare Part B programs or to be sold
directly to U.S. government agencies, the manufacturer must extend discounts to entities eligible to participate in the 340B drug
pricing program. The required 340B discount on a given product is calculated based on the average manufacturer price, or AMP,
and Medicaid rebate amounts reported by the manufacturer. As of 2010, the ACA expanded the types of entities eligible to receive
discounted 340B pricing, although under the current state of the law these newly eligible entities (with the exception of children’s
hospitals) will not be eligible to receive discounted 340B pricing on orphan drugs. As the required 340B discount is determined
based on average manufacturer price, or AMP, and Medicaid rebate data, the revisions to the Medicaid rebate formulaand AMP
definition described above could cause the required 340B discount to increase. The American Recovery and Reinvestment Act of
2009 provides funding for the federal government to compare the effectiveness of different treatments for the same illness. The
plan for the research was published in 2012 by HHS, the Agency for Healthcare Research and Quality and the NIH, and periodic
reports on the status of the research and related expenditures are made to Congress. Although the results of the comparative
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effectiveness studies are not intended to mandate coverage policies for public or private payors, it is not clear what effect, if any,
the research will have on the sales of our product candidates, if any such drug or the condition that they are intended to treat are the
subject of atrial. It is also possible that comparative effectiveness research demonstrating benefits in a competitor’s drug could
adversely affect the sales of our product candidate. If third-party payors do not consider our drugs to be cost-effective compared to
other available therapies, they may not cover our drugs after approval as a benefit under their plans or, if they do, the level of
payment may not be sufficient to allow us to sell our drugs on a profitable basis.

These laws and future state and federal healthcare reform measures may be adopted in the future, any of which may
result in additional reductions in Medicare and other healthcare funding and otherwise affect the prices we may obtain for any
product candidates for which we may obtain regulatory approval or the frequency with which any such product candidate is
prescribed or used.

Outside of the United States, the pricing of pharmaceutical products and medical devices is subject to governmental
control in many countries. For example, in the EU, pricing and reimbursement schemes vary widely from country to country.
Some countries provide that products may be marketed only after a reimbursement price has been agreed. Some countries may
require the completion of additional studiesthat compare the cost effectiveness of a particular therapy to currently available
therapies or so-called health technology assessments, in order to obtain reimbursement or pricing approval. Other countries may
allow companies to fix their own prices for products but monitor and control product volumes and issue guidance to physicians to
limit prescriptions. Efforts to control prices and utilization of pharmaceutical products and medical devices will likely continue as
countries attempt to manage healthcare expenditures.

Human Capital

Asof March 1, 2021, we had 28 full-time employees, who together hold ten Ph.D. or M.D. degrees and twenty-one of
whom are engaged in research and development activities. None of our employees are represented by Iabor unions or covered by
collective bargaining agreements. We consider our relationship with our employees to be good. We focus on identifying,
recruiting, developing and retaining a team of highly talented and motivated employees. The principal purposes of our equity and
cash incentive plans are to attract, retain and reward personnel through the granting of stock-based and cash-based compensation
awards, in order to increase stockholder value and the success of our company by motivating such individuals to perform to the
best of their abilities and achieve our objectives. The success of our business is fundamentally connected to the well-being, health
and safety of our employees. In an effort to protect the health and safety of our employees, we took proactive action from the
earliest signs of the COVID-19 outbreak, which included having employees work remotely while management monitored and
implemented additional safety measures on-site in preparation for an eventual return to the office.

Available Information

Our Internet address is www.galecto.com. Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K, including exhibits, proxy, and information statements and amendments to those reports filed or
furnished pursuant to Sections 13(a), 14, and 15(d) of the Securities Exchange Act of 1934, as amended, are available through the
“Investors’ portion of our website free of charge as soon as reasonably practicable after we electronically file such material with,
or furnish it to, the Securities and Exchange Commission, or SEC. Information on our website is not part of this Form 10-K or any
of our other securities filings unless specifically incorporated herein by reference. In addition, our filings with the SEC may be
accessed through the SEC's Interactive Data Electronic Applications system at www.sec.gov. All statements made in any of our
securitiesfilings, including all forward-looking statements or information, are made as of the date of the document in which the
statement is included, and we do not assume or undertake any obligation to update any of those statements or documents unless we
are required to do so by law.

37



Item 1A. Risk Factors.

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below,
as well asthe other information in this Annual Report on Form 10-K, including our financial statements and related notes
appearing elsewherein this Annual Report on Form 10-K and in the section entitled “ Management’ s Discussion and Analysis of
Financial Condition and Results of Operations,” before deciding whether to invest in our common stock. The occurrence of any of
the events or developments described below could harm our business, financial condition, results of operations and growth
prospects. In such an event, the market price of our common stock could decline, and you may lose all or part of your investment.
Additional risks and uncertainties not presently known to us or that we currently deem immaterial also may impair our business
operations.

Risks Related to Our Financial Position and Need for Additional Capital

We have incurred significant net losses since inception and we expect to continue to incur significant net losses for the
foreseeable future.

We have incurred significant net losses since our inception and have financed our operations principally through
equity and debt financing. We continue to incur significant research and development and other expenses related to our ongoing
operations. For the years ended December 31, 2020 and 2019, we reported a net loss of $34.8 million and $36.5 million,
respectively. As of December 31, 2020, we had an accumulated deficit of $104.4 million. We have devoted substantially all of our
resources and efforts to research and development, and we expect that it will be several years, if ever, before we generate revenue
from product sales. Even if we receive marketing approval for and commercialize one or more of our product candidates, we
expect that we will continue to incur substantial research and devel opment and other expensesin order to develop and market
additional potential product candidates.

We expect to continue to incur significant losses for the foreseeable future, and we anticipate that our expenses will
increase substantially if, and as, we:

» advance our lead product candidate, GB0139, our other current product candidates and any future product
candidates through clinical development, and, if successful, later-stage clinical trials;

» advance our preclinical development programsinto clinical development;

e experience delays or interruptions to preclinical studies, clinical trials, our receipt of services from our third-party
service providers on whom we rely, or our supply chain, including delays due to the COVID-19 pandemic;

e seek regulatory approvals for any product candidates that successfully complete clinical trias;

» commercialize GB0139, our other current product candidates and any future product candidates, if approved;

» increase the amount of research and development activities to discover and develop product candidates;

» hireadditional clinical development, quality control, scientific and management personnel;

» expand our operational, financial and management systems and increase personnel, including personnel to support
our clinical development and manufacturing efforts, general and administrative functions and our operations as a

public company;

» establish asales, marketing, medical affairs and distribution infrastructure to commercialize any products for
which we may obtain marketing approval and intend to commercialize on our own or jointly with third parties;

e maintain, expand and protect our intellectual property portfolio; and

e investinor in-license other technologies or product candidates.

To become and remain profitable, we must develop and eventually commercialize products with significant market
potential. Thiswill require us to be successful in arange of challenging activities, including completing preclinical studies and

clinical trials, obtaining marketing approval for product candidates, manufacturing, marketing and selling products for which we
may obtain marketing approval and satisfying any post-marketing requirements. We may never succeed in any or all of these
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activities and, even if we do, we may never generate revenue that is significant enough to achieve profitability. If we do achieve
profitability, we may not be able to sustain or increase profitability on a quarterly or annual basis. Our failure to become and
remain profitable would decrease the value of our company and could impair our ability to raise capital, maintain our research and
development efforts, expand our business or continue our operations.

We will require substantial additional capital to finance our operations. If we are unable to raise such capital when needed, or
on acceptable terms, we may be forced to delay, reduce and/or eliminate one or more of our research and drug devel opment
programs, future commercialization efforts or other operations.

Developing biotechnology and biopharmaceutical products, including conducting preclinical studies and clinical trias,
isavery time-consuming, expensive and uncertain process that takes years to complete. Our operations have consumed substantial
amounts of cash since inception. We expect our expenses to increase in connection with our ongoing activities, particularly as we
conduct our planned clinical trials of GB0139, our other current product candidates and any future product candidates that we may
develop, seek regulatory approvals for any of our product candidates and to launch and commercialize any products for which we
receive regulatory approval. We also expect to incur additional costs associated with operating as a public company. Accordingly,
we will need to obtain substantial additional funding in order to maintain our continuing operations. If we are unableto raise
capital when needed or on acceptable terms, we may be forced to delay, reduce or eliminate one or more of our research and drug
development programs or future commercialization efforts.

As of December 31, 2020, we had $163.6 million in cash and cash equivalents. Based on our current operating plan,
we believe that the existing cash and cash equivalents, will be sufficient to fund our operating expenses and capital expenditure
requirements into 2024. However, our future capital requirements and the period for which our existing resources will support our
operations may vary significantly from what we expect, and in any event, we will require additional capital in order to complete
clinical development of any of our current programs. Our monthly spending levels will vary based on new and ongoing
development and corporate activities. Because the length of time and activities associated with development of our product
candidatesis highly uncertain, we are unable to estimate the actual funds we will require for development, marketing and
commercialization activities. Our future funding requirements, both near and long-term, will depend on many factors, including,
but not limited to:

« theinitiation, progress, timing, costs and results of preclinical studies and clinical trials for our product
candidates;

» theclinical development plans we establish for these product candidates;
» thetimelines of our clinical trials and the overall costs to finish the clinical trials due to the COVID-19 pandemic;
» the number and characteristics of product candidates that we develop;

» the outcome, timing and cost of meeting regulatory requirements established by the FDA, the European
Medicines Agency, or EMA, and other comparable foreign regulatory authorities;

»  whether we are able to enter into and maintain collaboration agreements, including the terms of and timing of
payments under any such agreements,

» thecost of filing, prosecuting, defending and enforcing our patent claims and other intellectual property rights;

» thecost of defending intellectual property disputes, including patent infringement actions brought by third parties
against us or our product candidates;

» theeffect of competing clinical, technological and market developments;
» the cost and timing of completion of commercial-scale outsourced manufacturing activities; and

» the cost of establishing sales, marketing and distribution capabilities for any product candidates for which we may
receive regulatory approval in regions where we choose to commercialize our products on our own.

We do not have any committed external source of funds or other support for our development efforts, and we cannot

be certain that additional funding will be available on acceptable terms, if at all. Until we can generate sufficient revenue to
finance our cash reguirements, which we may never do, we expect to finance our future cash needs through a combination of
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public or private equity offerings, debt financings, collaborations, strategic alliances, licensing arrangements and other marketing
or distribution arrangements. If we raise additional funds through public or private equity offerings, the terms of these securities
may include liquidation or other preferences that adversely affect the rights of our common stockholders. Further, to the extent that
we raise additional capital through the sale of common stock or securities convertible or exchangeable into common stock, your
ownership interest will be diluted. In addition, any debt financing may subject us to fixed payment obligations and covenants
limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or
declaring dividends. If we raise additional capital through marketing and distribution arrangements or other collaborations,
strategic alliances or licensing arrangements with third parties, we may have to relinquish certain valuable intellectual property or
other rights to our product candidates, technologies, future revenue streams or research programs or grant licenses on terms that
may not be favorable to us. We aso may be required to seek collaborators for any of our product candidates at an earlier stage than
otherwise would be desirable or relinquish our rights to product candidates or technologies that we otherwise would seek to
develop or commercialize ourselves. Market volatility resulting from the COVID-19 pandemic or other factors could also
adversely impact our ability to access capital as and when needed. If we are unable to raise additional capital in sufficient amounts
or on terms acceptabl e to us, we may have to significantly delay, scale back or discontinue the development or commercialization
of one or more of our product candidates or one or more of our other research and development initiatives. Any of the above
events could significantly harm our business, prospects, financial condition and results of operations and cause the price of our
common stock to decline.

The amount of our futurelossesis uncertain and our operating results may fluctuate significantly or may fall below the
expectations of investors or securities analysts, each of which may cause our stock price to fluctuate or decline.

Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors, many of
which are outside of our control and may be difficult to predict, including the following:

» thetiming and success or failure of clinical trials for our product candidates or competing product candidates, or
any other change in the competitive landscape of our industry, including consolidation among our competitors or
partners;

e our ability to successfully recruit and retain subjects for clinical trials, and any delays caused by difficultiesin
such efforts;

» our ability to obtain marketing approval for our product candidates, and the timing and scope of any such
approvals we may receive;

» thetiming and cost of, and level of investment in, research and devel opment activities relating to our product
candidates, which may change from timeto time;

» the cost of manufacturing our product candidates, which may vary depending on the quantity of production and
the terms of our agreements with manufacturers;

*  our ability to attract, hire and retain qualified personnel;
»  expenditures that we will or may incur to develop additional product candidates;
» thelevel of demand for our product candidates should they receive approval, which may vary significantly;

» therisk/benefit profile, cost and reimbursement policies with respect to our product candidates, if approved, and
existing and potential future therapeutics that compete with our product candidates;

« general market conditions or extraordinary external events, such as arecession or the COVID-19 pandemic;

» the changing and volatile U.S. and global economic environments; and

» future accounting pronouncements or changes in our accounting policies.

The cumulative effects of these factors could result in large fluctuations and unpredictability in our quarterly and
annual operating results. As aresult, comparing our operating results on a period-to-period basis may not be meaningful. This

variability and unpredictability could also result in our failing to meet the expectations of industry or financial analysts or investors
for any period. If our revenue or operating results fall below the expectations of analysts or investors or below any forecasts we

40



may provide to the market, or if the forecasts we provide to the market are below the expectations of analysts or investors, the
price of our common stock could decline substantially. Such a stock price decline could occur even when we have met any
previously publicly stated guidance we may provide.

Risks Related to Research and Development and the Biotechnology and Biophar maceutical Industry
We have a limited operating history, which may make it difficult to evaluate our prospects and likelihood of success.

We are a clinical-stage biotechnology company with alimited operating history. We were founded as Galecto Biotech
AB, a Swedish operating company, in 2011 and incorporated in Delaware as Galecto, Inc. in October 2019, have no products
approved for commercial sale and have not generated any revenue. Our operations to date have been limited to organizing and
staffing our company, business planning, raising capital, establishing our intellectual property portfolio and performing research
and development of our product candidates. Our approach to the discovery and development of product candidates is unproven,
and we do not know whether we will be able to develop any products of commercial value. In addition, our product candidates,
including GB0139, for the treatment of 1PF, GB1211 for treatment of NSCLC and liver cirrhosis, and GB2064 for the treatment of
myelofibrosis, are in the early stages of clinical development. These three programs will require substantial additional
development and clinical research time and resources before we would be able to apply for or receive regulatory approvals and
begin generating revenue from product sales. We have not yet demonstrated the ability to progress any product candidate through
later-stage clinical trials leading to successful marketing authorization. We may be unable to obtain regulatory approval,
manufacture acommercial scale product, or arrange for athird party to do so on our behalf, achieve market access, and acceptance
with insurers and health care providers, or conduct sales and marketing activities necessary for successful product
commercialization. Investment in biotechnology and biopharmaceutical product development is highly speculative because it
entails substantial upfront capital expenditures and significant risk that any potential product candidate will fail to demonstrate
adequate efficacy or an acceptable safety profile, gain regulatory approval and become commercially viable. In addition, asa
business with alimited operating history, we may encounter unforeseen expenses, difficulties, complications, delays and other
known and unknown factors and risks frequently experienced by early-stage biotechnology and biopharmaceutical companiesin
rapidly evolving fields. Consequently, we have no meaningful history of operations upon which to evaluate our business, and
predictions about our future success or viability may not be as accurate as they could be if we had alonger operating history or a
history of successfully developing and commercializing drug products.

Our businessis highly dependent on the success of our lead product candidate, GB0139, aswell as GB1211, GB2064 and any
other product candidates that we advance into the clinic. All of our product candidates may require significant additional
preclinical and clinical development before we may be able to seek regulatory approval for and launch a product commercially.

We currently have no products that are approved for commercial sale and may never be able to devel op marketable
products. We are very early in our development efforts, and our product candidates, including GB0139, are in early clinical
development. Because GB0139 is our lead product candidate, if GB0139 encounters safety or efficacy problems, devel opment
delays, regulatory issues or other problems, our development plans and business would be significantly harmed. We have
conducted a placebo-controlled Phase 2a multi-dose trial of GB0139 in 24 IPF patients. We are currently conducting a Phase 2b
placebo-controlled clinical trial of GB0139 in 450 I PF patients. The primary endpoint of thetrial is to assess annual rate of decline
in FV C after one year of dosing. Reduction in decline of FVC isthe surrogate endpoint that was accepted by the FDA for the
approval of both of the currently approved treatments for | PF. We anticipate that results from this trial will become availablein
2022. We bhelieve that a positive result in thistrial has the potential to support an application for conditional approval of GB0139
in the EU, and that the trial also has the potential to be regarded as aregistrational trial in the United States, but the EMA and FDA
ultimately may not agree and may require us to enroll additional patients or initiate one or more additional clinical trials, including
aPhase 3 clinical trial or trials. If FDA or the EMA require us to conduct one or more clinical trials, including a Phase 3 clinica
trial or trials, the design, duration, and scope of such clinical trials will be decided upon after further discussions with FDA or the
EMA, as applicable, and at thistime are not ascertainable. As aresult, we are unable to predict with certainty the estimated timing
or scope of any future clinical trials of GB0139 we may be required to conduct.

Before we can generate any revenue from sales of our lead product candidate, GB0139, or any of our other product
candidates, we must undergo additional preclinical and clinical development, regulatory review and approval in one or more
jurisdictions. In addition, if one or more of our product candidates are approved, we must ensure access to sufficient commercial
manufacturing capacity and conduct significant marketing efforts in connection with any commercial launch. These efforts will
require substantial investment, and we may not have the financial resources to continue devel opment of our product candidates.
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We may experience setbacks that could delay or prevent regulatory approval of, or our ability to commercialize, our
product candidates, including:

e negative or inconclusive results from our preclinical studies or clinical trials or positive results from the clinical
trials of others for product candidates similar to ours leading to their approval, and evolving to a decision or
reguirement to conduct additional preclinical testing or clinical trials or abandon a program;

» product-related side effects experienced by patients or subjectsin our clinical trials or by individuals using drugs
or therapeutics that we, DSMBSs, IRBs, the FDA, other regulators or others view as relevant to the development of
our product candidates;

» delaysin submitting investigational new drug, or IND, applications or comparable foreign applications or delays
or failure in obtaining the necessary approvals from regulators to commence aclinical trial, or a suspension or
termination of aclinical trial once commenced;

» conditionsimposed by the FDA or comparable foreign authorities regarding the scope or design of our clinical
trials, including our clinical endpoints;

» delaysinenrolling subjectsin clinical trias, including due to the COVID-19 pandemic;
e high drop-out rates of subjects from clinical trials;

e inadequate supply or quality of product candidates or other materials necessary for the conduct of our clinical
trials;

o greater than anticipated clinical trial costs;

» inability to compete with other therapies;

»  poor efficacy of our product candidates during clinical trials;
» trial resultstaking longer than anticipated;

» trials being subjected to fraud or data capture failure or other technical mishaps leading to the invalidation of our
trialsin whole or in part;

» theresultsof our trials not supporting application for conditional approval in the EU;
» unfavorable FDA or other regulatory agency inspection and review of aclinical trial site;

« failure of our third-party contractors or investigators to comply with regulatory requirements or otherwise mest
their contractual obligationsin atimely manner, or at all;

» delaysrelated to the impact of the spread of the COVID-19 pandemic, including the impact of COVID-19 on the
FDA'’s ahility to continue its normal operations;

» delaysand changesin regulatory requirements, policy and guidelines, including the imposition of additional
regulatory oversight around clinical development generally or with respect to our technology in particular; or

* varying interpretations of data by the FDA and similar foreign regulatory agencies.
We do not have complete control over many of these factors, including certain aspects of clinical development and the

regulatory submission process, potential threats to our intellectual property rights and our manufacturing, marketing, distribution
and sales efforts or that of any future collaborator.
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Clinical development involves a lengthy, complex and expensive process, with an uncertain outcome, and the results of
preclinical studies and early-stage clinical trials of our product candidates may not be predictive of the results of later-stage
clinical trials.

To obtain the requisite regulatory approvals to commercialize any product candidates, we must demonstrate through
extensive preclinical studies and clinical trials that our product candidates are safe and effective in humans. Clinical testing is
expensive and can take many years to complete, and its outcome isinherently uncertain. In particular, the general approach for
FDA approval of anew drug is dispositive data from two well-controlled, Phase 3 clinical trials of the relevant drug in the relevant
patient population. Phase 3 clinical trials typically involve hundreds of patients, have significant costs and take years to complete.
A product candidate can fail at any stage of testing, even after observing promising signals of activity in earlier preclinical studies
or clinical trials. The results of preclinical studies and early clinical trials of our product candidates may not be predictive of the
results of later-stage clinical trials. For example, in our earlier clinical trials, we did not identify any imbalance in the serious
adverse events, in contrast to what was reported to us by the DSMB in our ongoing Phase 2b trial of GB0139. In addition, initial
successin clinical trials may not be indicative of results obtained when such trials are completed. There istypically an extremely
high rate of attrition from the failure of product candidates proceeding through clinical trials. Product candidatesin later stages of
clinical trials may fail to show the desired safety and efficacy profile despite having progressed through preclinical studies and
initial clinical trials. A number of companies in the biotechnology and biopharmaceutical industry have suffered significant
setbacks in advanced clinical trials due to lack of efficacy or unacceptable safety issues, notwithstanding promising resultsin
earlier trials. Most product candidates that commence clinical trials are never approved as therapeutic products, and there can be
no assurance that any of our future clinical trials will ultimately be successful or support further clinical development of GB0139
or any of our other product candidates. Product candidates that appear promising in the early phases of development may fail to
reach the market for several reasons, including:

» preclinical studies or clinical trials may show the product candidates to be less effective than expected (e.g., a
clinical trial could fail to meet its primary endpoint(s)) or to have unacceptable side effects or toxicities;

» failureto establish clinical endpoints that applicable regulatory authorities would consider clinically meaningful;
» failureto receive the necessary regulatory approvals;

e manufacturing costs, formulation issues, pricing or reimbursement issues, or other factors that make a product
candidate uneconomical; and

» the proprietary rights of others and their competing products and technologies that may prevent one of our product
candidates from being commercialized.

In addition, differencesin trial design between early-stage clinical trials and later-stage clinical trials make it difficult
to extrapolate the results of earlier clinical trialsto later clinical trials. Moreover, clinical data are often susceptible to varying
interpretations and analyses, and many companies that have believed their product candidates performed satisfactorily in clinical
trials have nonethel ess failed to obtain marketing approval of their products.

Additionally, several of our past, planned and ongoing clinical trials utilize an “open-label” trial design, where both
the patient and investigator know whether the patient is receiving the investigational product candidate or either an existing
approved drug or placebo. Most typically, open-label clinical trials test only the investigational product candidate and sometimes
may do so at different dose levels. Open-label clinical trials are subject to various limitations that may exaggerate any therapeutic
effect as patients in open-label clinical trials are aware when they are receiving treatment. Open-label clinical trials may also be
subject to a“ patient bias” where patients perceive their symptoms to have improved merely due to their awareness of receiving an
experimental treatment. In addition, open-label clinical trials may be subject to an “investigator bias” where those assessing and
reviewing the physiological outcomes of the clinical trials are aware of which patients have received treatment and may interpret
theinformation of the treated group more favorably given this knowledge. The results from an open-label trial may not be
predictive of future clinical trial results with any of our product candidates for which we include an open-label clinical trial when
studied in a controlled environment with a placebo or active control.

In addition, the standards that the FDA and comparable foreign regulatory authorities use when regulating our product
candidates require judgment and can change, which makesit difficult to predict with certainty how they will be applied. Although
we are initially focusing our efforts on development of small-molecule drug products, we may in the future pursue development of
biological products, which could make us subject to additional regulatory requirements. Any analysis we perform of datafrom
preclinical and clinical activitiesis subject to confirmation and interpretation by regulatory authorities, which could delay, limit or
prevent regulatory approval. We may also encounter unexpected delays or increased costs due to new government regul ations.
Examples of such regulations include future legislation or administrative action, or changesin FDA policy during the period of
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product development and FDA regulatory review. We cannot predict whether legislative changes will be enacted, or whether FDA
or foreign regulations, guidance or interpretations will be changed, or what the impact of such changes, if any, may be. The FDA
may also require apanel of experts, referred to as an Advisory Committee, to deliberate on the adequacy of the safety and efficacy
data to support approval. The opinion of the Advisory Committee, although not binding, may have a significant impact on our
ability to obtain approval of any product candidates that we develop.

We are currently conducting clinical trialsin foreign countries, aswell asin the United States. If we continue to seek
to conduct clinical trialsin foreign countries or pursue marketing approvals in foreign jurisdictions, we must comply with
numerous foreign regulatory requirements governing, among other things, the conduct of clinical trials, manufacturing and
marketing authorization, pricing and third-party reimbursement. The foreign regulatory approval process varies among countries
and may include all of the risks associated with FDA approval described above as well as risks attributable to the satisfaction of
local regulationsin foreign jurisdictions. Moreover, the time required to obtain approval from foreign regulatory agencies may
differ from that required to obtain FDA approval. Approval by the FDA does not ensure approval by regulatory authorities outside
the United States and vice versa.

Successful completion of clinical trialsis a prerequisite to submitting a marketing application to the FDA and similar
marketing applications to comparable foreign regulatory authorities, for each product candidate and, consequently, the ultimate
approval and commercial marketing of any product candidates. We may experience negative or inconclusive results, which may
result in our deciding, or our being required by regulators, to conduct additional clinical studies or trials or abandon some or all of
our product development programs, which could have a material adverse effect on our business.

We may incur additional costs or experience delaysin completing, or ultimately be unable to complete, the development and
commercialization of GB0139 or any of our other product candidatesin development.

We may experience delays in initiating or completing clinical trials. We also may experience numerous unforeseen
events during, or as aresult of, any future clinical trials that could delay or prevent our ability to receive marketing approval for, or
to commercialize, GB0139 or any of our other product candidates in development, including:

» regulatorsor institutional review boards, or IRBS, or ethics committees may not authorize us or our investigators
to commence aclinical trial or conduct aclinical trial at a prospectivetrial site;

» the FDA or other comparable regulatory authorities may disagree with our clinical trial design, including with
respect to dosing levels administered in our planned clinical trials, which may delay or prevent us from initiating
our clinical trialswith our originally intended trial design;

* wemay experience delaysin reaching, or fail to reach, agreement on acceptable terms with prospective trial sites
and prospective contract research organizations, or CROs, which can be subject to extensive negotiation and may
vary significantly among different CROs and trial sites;

» the number of subjects required for clinical trials of any product candidates may be larger than we anticipate, or
subjects may drop out of these clinical trials or fail to return for post-treatment follow-up at a higher rate than we
anticipate;

»  our third-party contractors may fail to comply with regulatory requirements or meet their contractual obligations
to usin atimely manner, or at al, or may deviate from the clinical trial protocol or drop out of the trial, which
may require that we add new clinical trial sites or investigators;

e duetotheimpact of the COVID-19 pandemic, we have experienced delaysin certain of our studies, including (i)
adelay in recruitment for our ongoing Phase 2b trial of GB0139 in | PF patients, which has resulted in certain trial
protocol amendments and increased costs and (ii) adelay in theinitiation of our planned clinical trials of GB1211
and GB2064, and may continue to experience delays and interruptions to our preclinical studies and clinical trials,
we may experience delays or interruptions to our manufacturing supply chain, or we could suffer delaysin
reaching, or we may fail to reach, agreement on acceptable terms with third-party service providers on whom we
rely;

» additional delaysand interruptions to our clinical trials could extend the duration of the trials and increase the
overall coststo finish the trials as our fixed costs are not substantially reduced during delays,

* wemay elect to, or regulators, IRBs, Data Safety Monitoring Boards, or DSMBSs, or ethics committees may
require that we or our investigators, suspend or terminate clinical research or trials for various reasons, including
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noncompliance with regulatory requirements or a finding that the participants are being exposed to unacceptable
health risks;

e wemay not have the financial resources available to begin and complete the planned trials, or the cost of clinical
trials of any product candidates may be greater than we anticipate;

» thesupply or quality of our product candidates or other materials necessary to conduct clinical trials of our
product candidates may be insufficient or inadequate to initiate or complete a given clinical trial; and

» the FDA or other comparable foreign regulatory authorities may require us to submit additional data such aslong-
term toxicology studies or impose other requirements before permitting usto initiate aclinical trial.

Our product development costs will increase if we experience additional delaysin clinical testing or in obtaining
marketing approvals. We do not know whether any of our clinical trials will begin as planned, will need to be restructured or will
be completed on schedule, or at all. If we do not achieve our product development goals in the time frames we announce and
expect, the approval and commercialization of our product candidates may be delayed or prevented entirely. Significant clinical
trial delays also could shorten any periods during which we may have the exclusive right to commercialize our product candidates
and may allow our competitors to bring products to market before we do, potentially impairing our ability to successfully
commercialize our product candidates and harming our business and results of operations. Any delaysin our clinical development
programs may harm our business, financial condition and results of operations significantly.

Our ongoing and future clinical trials may reveal significant adverse events or unexpected drug-drug interactions not seen in
our preclinical studies and may result in a safety profile that could delay or prevent regulatory approval or market acceptance
of any of our product candidates.

We have completed a placebo-controlled Phase 2a multi-dose trial of GB0139 in 24 | PF patients and, with the
exception of anumber of minor reported adverse events (fever, upper respiratory tract infection, abnormal taste in mouth, dry
throat), GB0139 was observed to be generally well-tolerated in these patients with no serious drug-related adverse events. We are
currently conducting a double-blind placebo-controlled Phase 2b trial of GB0139 with the goa of enrolling 450 | PF patients. In
thistrial, the DSMB recommended that, based upon a safety analysis of the data, the company discontinue dosing and enrolling
patientsin the 10 mg arm along with patients in the 3 mg arm who are receiving combination treatment with the currently
approved treatments of I1PF, nintedanib and pirfenidone. The DSMB informed the company, based on unblinded safety and
efficacy data, that there was an imbalance in the serious adverse events across the study groups, but not an imbalance between the
groups in mortality.

Our product candidates are designed to inhibit galectin-3 or LOXL 2, and we believe such inhibition can play akey
rolein regulating fibrosis and cancer. However, our products are till in the testing phase. If significant adverse events or other side
effects are observed in any of our ongoing or future clinical trias, including of GB0139 for the treatment of 1PF, GB02064 for
fibrosisindications or GB1211 for fibrosis or cancer, we may have difficulty recruiting patients to our clinical trias, patients may
drop out of our trials, or we may be required to abandon the trials or our development efforts altogether. Some potential
therapeutics devel oped in the biotechnology and biopharmaceutical industry that initially showed therapeutic promise in early-
stage trials have later been found to cause side effects that prevented their further development. Even if the side effects do not
preclude the product candidate from obtaining or maintaining marketing approval, undesirable side effects may inhibit market
acceptance of the approved product due to its tolerability versus other therapies.

If we encounter difficulties enrolling patientsin our clinical trials, our clinical development activities could be delayed or
otherwise adversely affected.

To date, the COVID-19 pandemic has caused delays in certain of our studies, including (i) adelay in recruitment for
our ongoing Phase 2b trial of GB0139 in | PF patients, which has resulted in certain trial protocol amendments and increased costs
and (ii) adelay in theinitiation of our planned clinical trials of GB1211 and GB2064. We may continue to experience difficulties
in patient enroliment in our clinical trials for avariety of reasons. The timely completion of clinical trials in accordance with their
protocols depends, among other things, on our ability to enroll a sufficient number of patients who remain in the trial until its
conclusion. The enrollment of patients depends on many factors, including:

» the patient eigibility and exclusion criteria defined in the protocol;
» thesize of the patient population required for analysis of thetrial’s primary endpoints and the process for

identifying patients;
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» thewillingness or availability (including legality under applicable COV1D-19 shelter-in-place regulations) of
patients to participate in our trials (including due to fears of contracting COVI1D-19) or known or perceived risks
associated with our product candidates);

« thewillingness of investigators and other third parties to support patient enrollment due to concerns surrounding
the COVID-19 pandemic;

» the proximity of patientsto trial sites;

» thedesign of thetrid;

» our ahility to recruit clinical trial investigators with the appropriate competencies and experience;

» clinicians and patients’ perceptions as to the potential advantages and risks of the product candidate being studied
in relation to other available therapies, including any new products that may be approved for the indications we

are investigating;

» theavailability of competing commercially available therapies and other competing product candidates' clinical
trials,

e our ability to obtain and maintain patient informed consents; and

the risk that patients enrolled in clinical trials will drop out of the trials before completion.

For example, we are initially developing GB0139 for the treatment of 1PF, which is an orphan indication. In the United
States, |PF is estimated to affect approximately 140,000 patients. As aresult, we may encounter difficulties enrolling subjectsin
our clinical trials of GB0139 due, in part, to the small size of this patient population. In addition, our clinical trials will compete
with other clinical trials for product candidates that are in the same therapeutic areas as our product candidates, and this
competition will reduce the number and types of patients available to us, because some patients who might have opted to enroll in
our trials may instead opt to enroll in atrial being conducted by one of our competitors. Since the number of qualified clinical
investigatorsis limited, we expect to conduct some of our clinical trials at the same clinical tria sites that some of our competitors
use, which will reduce the number of patients who are available for our clinical trialsin such clinical trial site. Certain of our
planned clinical trials may also involve invasive procedures such as bronchoscopy and bronchoalveolar lavage, or BAL,
procedure, which may lead some patients to drop out of trials to avoid these follow-up procedures.

Further, timely enroliment in clinical trialsisreliant on clinical trial sites which may be adversely affected by global
health matters, including, among other things, pandemics. For example, the COVID-19 pandemic has affected certain of our
clinical trial sites asthey have not been allowed to enroll or recruit patients and other sites have not been able to receive patient
visits, which has resulted in the need to amend our protocol. Further, certain sites have not been able to receive visits from us or
our representatives and the opening of such sites has been stalled. In addition, after enrollment in these trias, if patients contract
COVID-19 during participation in our trials or are subject to isolation or shelter-in-place restrictions, they may drop out of our
trials, miss scheduled doses or follow-up visits or otherwise fail to follow trial protocols. If patients are unable to follow the trial
protocols or if our trial results are otherwise disputed due to the effects of the COV1D-19 pandemic or actions taken to mitigate its
spread, the integrity of data from our trials may be compromised or not accepted by the FDA or other regulatory authorities, which
would represent a significant setback for the applicable program.

Some factors from the COV1D-19 pandemic that we believe may adversely affect enrollment in our trials include:

» thediversion of healthcare resources away from the conduct of clinical trial matters to focus on pandemic
concerns, including the attention of infectious disease physicians serving as our clinical trial investigators,
hospitals serving as our clinical trial sites and hospital staff supporting the conduct of our clinical trials;

e giventhat our clinical trial of GB0139 will be enrolling patients who have a respiratory illness, some patients who
would otherwise be candidates for enrollment in this clinical trial are at increased risk of severe effects of the
coronavirus, which may kill some patients and render otherstoo ill to participate, limiting the available pool of
participants for our trias;

» theinability of patients to come to hospitals and universities to participate in our trials, which may force usto
change our protocols, rendering the trials more difficult and costly to conduct;
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» thefact that there can be no guarantee that any proposed changes to our protocols, if necessary, would be
acceptable to regulators;

« limitationson travel that interrupt key trial activities, such as clinical trial site initiations and monitoring;
e interruptionin global shipping affecting the transport of clinical trial materials being used in our trials; and

» employee furlough days that delay necessary interactions with local regulators, ethics committees and other
important agencies and contractors.

These and other factors arising from the COVID-19 pandemic could worsen in countries that are already afflicted with
the virus or could continue to spread to additional countries, each of which may further adversely impact our clinical trials. The
global outbreak of the COVID-19 pandemic continues to evolve, and the conduct of our trials may continue to be adversely
affected, despite efforts to mitigate thisimpact.

Delaysin patient enrollment may result in increased costs or may affect the timing or outcome of our future clinical
trials, which could cause us to reprioritize our planned trials and use of funds for planned trials, prevent completion of these trials
and adversely affect our ability to advance the development of our product candidates.

The design or execution of our ongoing and future clinical trials may not support marketing approval or commercialization.

The design or execution of aclinical trial can determine whether its results will support marketing approval and
successful commercialization, and flaws in the design or execution of aclinical trial may not become apparent until the clinical
trial iswell advanced. Additionally, in some instances, there can be significant variability in safety or efficacy results between
different trials with the same product candidate due to numerous factors, including differencesin trial protocols, size and type of
the patient populations, variable adherence to the dosing regimen or other protocol requirements and the rate of dropout among
clinical trial participants. We do not know whether any clinical trials we conduct will demonstrate consistent or adequate efficacy
and safety to obtain marketing approval to market our product candidates, or commercia acceptance thereafter. For example, we
have designed our product candidates to be selective, but they may not be selective enough to achieve the desired safety or efficacy
or gain marketing approval.

Additionally, we have in the past and may in the future develop our product candidates in combination with other
therapeutics. Although we may be able to observe activity our candidates as a monotherapy, it may be difficult to observe activity
of our candidates when administered with approved agents or investigational products. For example, based on an interim review of
unblinded safety and efficacy data by a DSM B, the addition of GB0139 to nintedanib or pirfenidone was determined to potentially
give rise to side effects that were not anticipated based on preclinical studies or early clinical studiesin which GB0139 was given
as amonotherapy, and, as aresult, we are modifying our ongoing Phase 2b clinical for GB0139. Such discoveries may lead to
discontinuations of certain dosing groups and the modification or termination of our clinical trials. We are unable to predict how
the results of our combination therapy trial cohorts could affect the prospects for securing marketing approval of GB0139 or
commercia acceptance thereafter.

Further, the FDA and comparable foreign regulatory authorities have substantial discretion in the approval process and
in determining when or whether marketing approval will be obtained for any of our product candidates. Our product candidates
may not be approved even if they achieve their primary endpointsin future Phase 3 clinical trials or registrational trials. The FDA
or comparable foreign regulatory authorities may disagree with our trial designs and our interpretation of data from preclinical
studies or clinical trials. In addition, any of these regulatory authorities may change the requirements for the approval of a product
candidate even after reviewing and providing comments or advice on a protocol for a pivotal Phase 3 or registrational clinical trial.
In addition, any of these regulatory authorities may also approve a product candidate for fewer or more limited indications than we
request or may grant approval contingent on the performance of costly post-marketing clinical trials. The FDA or comparable
foreign regulatory authorities may not approve the labeling claims that we believe would be necessary or desirable for the
successful commerciaization of our product candidates, if approved.

We have obtained orphan drug designation for GB0139; however, we may be unable to maintain this designation or obtain
orphan drug designation for our other product candidates, and we may not be able to realize the benefits of such designation,
including potential marketing exclusivity of our product candidates, if approved.

As part of our business strategy, we sought and have received orphan drug designation for treatment of |PF for
GB0139; however, we may not be able to maintain this status. We may also seek orphan drug designation for future product
candidates, and we may be unsuccessful in obtaining this designation. Regulatory authoritiesin some jurisdictions, including the
United States and other major markets, may designate drugs intended to treat conditions or diseases affecting relatively small
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patient populations as orphan drugs. Under the Orphan Drug Act of 1983, or the Orphan Drug Act, the FDA may designate a
product candidate as an orphan drug if it isintended to treat arare disease or condition, which is generally defined as having a
patient population of fewer than 200,000 individuals annually in the United States, or a patient population greater than 200,000 in
the United States where there is no reasonable expectation that the cost of developing the drug will be recovered from salesin the
United States. Orphan drug designation entitles a party to financial incentives such as opportunities for grant funding towards
clinical trial costs, tax advantages and user-fee waivers.

Similarly, in Europe, the European Commission grants orphan drug designation after receiving the opinion of the
EMA Committee for Orphan Medicinal Products on an orphan drug designation application. Orphan drug designation is intended
to promote the development of drugs that are intended for the diagnosis, prevention or treatment of life-threatening or chronically
debilitating conditions affecting not more than 5 in 10,000 persons in Europe and for which no satisfactory method of diagnosis,
prevention, or trestment has been authorized (or the product would be a significant benefit to those affected). Additionally,
designation is granted for drugs intended for the diagnosis, prevention, or treatment of a life-threatening, seriously debilitating or
serious and chronic condition and when, without incentives, it is unlikely that sales of the drug in Europe would be sufficient to
justify the necessary investment in devel oping the drug. In Europe, orphan drug designation entitles a party to a number of
incentives, such as protocol assistance and scientific advice specifically for designated orphan medicines, and potential fee
reductions depending on the status of the sponsor.

Generally, if aproduct candidate with an orphan drug designation receives the first marketing approval for the
indication for which it has such designation, the product is entitled to a period of marketing exclusivity, which precludes the FDA
or EMA from approving another marketing application for a product that constitutes the same drug treating the same indication for
that marketing exclusivity period, except in limited circumstances. The applicable period is seven yearsin the United States and
ten years in Europe. The European exclusivity period can be reduced to six yearsif adrug or biologic no longer meets the criteria
for orphan drug designation or if the drug or biologic is sufficiently profitable such that market exclusivity is no longer justified.
Orphan drug exclusivity may be revoked if any regulatory agency determines that the request for designation was materially
defective or if the manufacturer is unable to assure sufficient quantity of the product to meet the needs of patients with the rare
disease or condition.

Even though we have obtained orphan drug designation for GB0139, and even if we are able to obtain orphan drug
exclusivity for afuture product candidate, that exclusivity may not effectively protect the relevant product candidate from
competition because different therapies can be approved for the same condition and the same therapies can be approved for
different conditions but used off-label for the orphan disease. Even after an orphan drug is approved, the FDA may subsequently
approve another product for the same condition if the FDA concludes that the latter product is not the same product or is clinically
superior to the protected orphan drug because it is shown to be safer or more effective or makes amajor contribution to patient
care. The FDA may reevaluate the Orphan Drug Act and its regulations and policies. We do not know if, when, or how the FDA
may change the orphan drug regulations and policiesin the future, and it is uncertain how any changes might affect our business.
Depending on what changes the FDA may make to its orphan drug regulations and policies, our business could be adversely
impacted.

In addition, a designated orphan drug may not receive orphan drug exclusivity if it is approved for a use that is broader
than the orphan indication for which it was designated. Moreover, orphan drug exclusive marketing rights in the United States may
belost if the FDA later determines that the request for designation was materially defective or if the manufacturer is unable to
assure sufficient quantity of the drug to meet the needs of patients with the rare disease or condition. Orphan drug designation
neither shortens the development time or regulatory review time of adrug nor gives the drug any advantage in the regulatory
review or approval process. While we have obtained orphan drug designation for GB0139, we may not be able to maintain such
designations; and while we may seek orphan drug designation for applicable indications for any future product candidates, we may
never receive such designations. Even though we have received such designations for GB0139, and may receive further such
designations in the future, there is no guarantee that we will enjoy the benefits of those designations.

Breakthrough Therapy designation and Fast Track designation by the FDA, neither of which has been obtained, even if
granted for any of our current or future product candidates, may not lead to a faster development or regulatory review process,
and such designations do not increase the likelihood that any of our product candidates will receive marketing approval in the
United States.

We intend to evaluate regulatory strategies that could enable us to take advantage of expedited development pathways
for certain of our product candidates, although we cannot be certain that our product candidates will qualify for any expedited
development pathways or that regulatory authorities will grant, or allow us to maintain, the relevant designations. Potential
expedited development pathways that we could pursue include breakthrough therapy and Fast Track designation.

Breakthrough Therapy designation isintended to expedite the development and review of product candidates that are
designed to treat serious or life-threatening diseases when preliminary clinical evidence indicates that the drug may demonstrate
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substantial improvement over existing therapies on one or more clinically significant endpoints, such as substantial treatment
effects observed early in clinical development. The designation of a product candidate as a breakthrough therapy provides potential
benefits that include more frequent meetings with FDA to discuss the devel opment plan for the product candidate and ensure
collection of appropriate data needed to support approval; more frequent written correspondence from FDA about such things as
the design of the proposed clinical trials and use of biomarkers; intensive guidance on an efficient drug development program,
beginning as early as Phase 1; organizational commitment involving senior managers; and eligibility for rolling review and priority
review.

Fast Track designation is designed for product candidates intended for the treatment of a serious or life-threatening
disease or condition, where nonclinical or clinical data demonstrate the potential to address an unmet medical need for this disease
or condition. The designation of a product candidate as Fast Track provides potential benefits that include more opportunities for
frequent interaction and communication with FDA during product development and eligibility for rolling review and priority
review.

Even if we believe a particular product candidate is eligible for Breakthrough Therapy or Fast Track designation, we
cannot assure you that the FDA would decide to grant such a designation in response to our written requests. Breakthrough
Therapy designation and Fast Track designation do not change the standards for product approval, and there is no assurance that
such designation will result in expedited review or approval or that the approved indication will not be narrower than the indication
covered by the Breakthrough Therapy designation or Fast Track designation. Thus, even if we do receive Breakthrough Therapy or
Fast Track designation for any of our product candidates, we may not experience a faster development process, review or
marketing approval compared to conventional FDA procedures. The FDA may withdraw Breakthrough Therapy or Fast Track
designation if it believes that the product no longer meets the qualifying criteria. Our business may be harmed if we are unable to
avail ourselves of these or any other expedited devel opment and regul atory pathways.

Changesin methods of product candidate manufacturing or formulation may result in additional costs or delay.

As product candidates progress through preclinical to late-stage clinical trials to marketing approval and
commercialization, various aspects of the development program, such as manufacturing methods and the product’ s formulation,
may be altered along the way in an effort to optimize yield, manufacturing batch size, minimize costs and achieve consistent
quality and results. These changes carry therisk that they will not achieve their intended objectives. Any of these changes could
cause our product candidates to perform differently and affect the results of planned clinical trials or other future clinical trials
conducted with the altered materials. This could delay completion of clinical trias, require the conduct of bridging clinical trials or
the repetition of one or more clinical trials, increase clinical trial costs, delay approval of our product candidates and jeopardize our
ability to commercialize our product candidates and generate revenue.

In addition, there are risks associated with process development and large-scale manufacturing for clinical trials or
commercia scale including, among others, cost overruns, potential problems with process scale-up, process reproducibility,
stability issues, compliance with good manufacturing practices, lot consistency and timely availability of raw materials. Even if we
obtain marketing approval for any of our product candidates, there is no assurance that our third-party manufacturers will be able
to manufacture the approved product to specifications acceptable to the FDA or other comparable foreign regulatory authorities, to
produce it in sufficient quantities to meet the requirements for the potential commercial launch of the product or to meet potential
future demand. Additionally, if we advance a biological candidate into IND-enabling studies, the manufacturing processes for
biological products are more complex and expensive than with small-molecul e products and additional manufacturing suppliers
may be needed to manufacture clinical supplies for these programs. If our contract manufacturers are unable to produce sufficient
quantitiesfor clinical trials or for commercialization, our development and commercialization efforts would be impaired, which
would have an adverse effect on our business, financia condition, results of operations and growth prospects.

We may not be successful in our effortsto identify or discover additional product candidatesin the future.

Our research programs may initially show promise in identifying potential product candidates, yet fail to yield product
candidates for clinical development for anumber of reasons, including:

» ourinability to design such product candidates with the pharmacological properties that we desire or attractive
pharmacokinetics;

» ourinability to design and develop a suitable manufacturing process; or
» potential product candidates may, on further study, be shown to have harmful side effects or other characteristics

that indicate that they are unlikely to be medicines that will receive marketing approva and achieve market
acceptance.
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Research programs to identify new product candidates require substantial technical, financial and human resources. If
we are unable to identify suitable compounds for preclinical and clinical development, we will not be able to obtain product
revenue in future periods, which likely would result in significant harm to our financial position and adversely impact our stock
price.

Dueto our limited resources and access to capital, we must make decisions on the allocation of resourcesto certain programs
and product candidates; these decisions may prove to be wrong and may adversely affect our business.

We have limited financial and human resources and intend to initially focus on research programs and product
candidates for alimited set of indications. As aresult, we may forgo or delay pursuit of opportunities with other product
candidates or for other indications that later prove to have greater commercial potential or a greater likelihood of success. In
addition, we may seek to accelerate our development timelines, including by initiating certain clinical trials of our product
candidates before earlier-stage studies have been completed. This approach may cause us to commit significant resources to
prepare for and conduct later-stage trials for one or more product candidates that subsequently fail earlier-stage clinical testing.
Therefore, our resource allocation decisions may cause us to fail to capitalize on viable commercial products or profitable market
opportunities or expend resources on product candidates that are not viable.

There can be no assurance that we will ever be able to identify additional therapeutic opportunities for our product
candidates or to develop suitable potential product candidates through internal research programs, which could materially
adversely affect our future growth and prospects. We may focus our efforts and resources on potential product candidates or other
potential programs that ultimately prove to be unsuccessful.

If product liability lawsuits are brought against us, we may incur substantial financial or other liabilities and may be required
to limit commercialization of our product candidates.

We face an inherent risk of product liability as aresult of testing GB0139 and any of our other product candidatesin
clinical trials and will face an even greater risk if we commercialize any products. For example, we may be sued if our product
candidates cause or are perceived to cause injury or are found to be otherwise unsuitable during clinical trials, manufacturing,
marketing or sale. Any such product liability claims may include allegations of defectsin manufacturing, defectsin design, a
failure to warn of dangers inherent in the product, negligence, strict liability or 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. Even a successful defense of these
claims would require significant financial and management resources. Regardless of the merits or eventual outcome, liability
claims may result in:

* inability to bring a product candidate to the market;

e decreased demand for our products;

e injury to our reputation;

» withdrawal of clinical trial participants and inability to continue clinical trials;

» initiation of investigations by regulators;

» fines, injunctions or criminal penalties;

» coststo defend the related litigation;

» diversion of management’stime and our resources,

»  substantial monetary awardsto trial participants;

» product recalls, withdrawals or labeling, marketing or promotional restrictions;

* lossof revenue,

» exhaustion of any available insurance and our capital resources;

» theinability to commercialize any product candidate, if approved; and
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* declinein our share price.

Our inability to obtain sufficient product liability insurance at an acceptable cost to protect against potential product
liahility claims could prevent or inhibit the commercialization of products we develop. We will need to obtain additional insurance
for clinical trials as GB0139, and any of our other product candidates continue clinical development and as additional product
candidates enter the clinic. However, we may be unable to obtain, or may obtain on unfavorable terms, clinical trial insurancein
amounts adequate to cover any liabilities from any of our clinical trials. Our insurance policies may also have various exclusions,
and we may be subject to a product liability claim for which we have no coverage. We may 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. Even if our agreements with any future corporate collaborators
entitle us to indemnification against losses, such indemnification may not be available or adequate should any claim arise.

We face substantial competition, which may result in others discovering, developing or commercializing products before or
mor e successfully than we do.

The development and commercialization of new drug products is highly competitive. We may face competition with
respect to any product candidates that we seek to develop or commercialize in the future from major biotechnology and
biopharmaceutical companies, specialty biotechnology and biopharmaceutical companies, and other biotechnology and
biopharmaceutical companies worldwide. Potential competitors also include academic institutions, government agencies, and other
public and private research organizations that conduct research, seek patent protection, and establish collaborative arrangements
for research, development, manufacturing, and commercialization.

There are a number of large biotechnology and biopharmaceutical companies that are currently pursuing the
development of products for the treatment of the biological processesthat drive fibrosis and other indications we are pursuing.
Companies that we are aware of that are targeting the treatment of various fibrosis indications include large companies with
significant financial resources such as Pharmaxis Ltd, Biogen, Inc., AbbVie Inc., Gilead Sciences, Inc., Pliant Therapeutics, Inc.,
Galectin Therapeutics, Inc., FibroGen, Inc., Liminal BioSciences, Inc., Galapagos NV, Bristol Myers Squibb Co., Madrigal,
Constellation Pharmaceuticals, Inventiva, Akero Therapeutics, Inc., Roche Holding AG and Novartis AG. However, we know of
no other companies currently in clinical development with an inhaled or orally available small-molecule inhibitor of galectin-3 or
an orally available small-moleculeinhibitor of LOXL2 for myelofibrosis. For additional information regarding our competition,
see “Business—Competition.”

Many of our current or potential competitors, either alone or with their strategic partners, have significantly greater
financial resources and expertise in research and development, manufacturing, preclinical testing, conducting clinical trials,
obtaining regulatory approvals, and marketing approved products than we do.

Mergers and acquisitions in the biopharmaceutical and biotechnology industries may result in even more resources
being concentrated among a smaller number of our competitors. Smaller or early-stage companies may also prove to be significant
competitors, particularly through collaborative arrangements with large and established companies. These competitors also
compete with usin recruiting and retaining qualified scientific and management personnel and establishing clinical trial sites and
patient registration for clinical trials, aswell as in acquiring technol ogies complementary to, or necessary for, our programs. Our
commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer,
more effective, more convenient, or less expensive than any products that we may develop. Furthermore, products currently
approved for other indications could be discovered to be effective treatments of the biological processes that drive fibrosis aswell,
which could give such products significant regulatory and market timing advantages over GB0139 or other product candidates that
we may identify. Our competitors also may obtain FDA or other regulatory approval for their products more rapidly than we do,
which could result in our competitors establishing a strong market position before we are able to enter the market. Additionally,
products or technologies developed by our competitors may render our potential product candidates uneconomical or obsolete and
we may nhot be successful in marketing any product candidates we may develop against competitors. The availability of
competitive products could limit the demand, and the price we are able to charge, for any products that we may develop and
commercialize.

We have identified a material weaknessin our internal control over financial reporting. If our remediation of this material
weaknessis not effective, or if we experience additional material weaknesses or otherwise fail to maintain an effective system of
internal controlsin the future, we may not be able to accurately report our financial condition or results of operations.

In connection with our preparation and the audits of our financial statements as of and for the years ended
December 31, 2019 and 2018, as concluded on September 2, 2020, we and our independent registered public accounting firm
identified a material weakness as defined under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and by the
Public Company Accounting Oversight Board (United States) in our internal control over financial reporting. A material weakness
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isadeficiency, or acombination of deficiencies, in internal control over financial reporting, such that there is areasonable
possibility that a material misstatement of our financial statements will not be prevented or detected on atimely basis.

The material weakness related to our financial statement closing process, primarily related to the lack of sufficient
skilled personnel with U.S. generally accepted accounting principles, or U.S. GAAP, and Securities and Exchange Commission, or
SEC, reporting knowledge and expertise for purposes of timely and reliable financial reporting and our dependence on third-party
service providers for the preparation and closing of our financial records. Specifically, the material weakness identified relates to
the lack of appropriate internal controls over the work performed by the third-party service providers and that, as a result thereof,
management failed to timely identify material misstatements in accounting for our debt and equity instruments, research and
development, and taxation.

We are working to remediate the material weakness and are taking steps to strengthen our internal control over
financial reporting such as the hiring of Jonathan Freve as Chief Financial Officer in Q2 2020 and a Corporate Controller in the
fourth quarter of 2020. Additionally, we plan to further develop and implement formal policies, processes and documentation
procedures relating to our financial reporting, including the oversight of third-party service providers. The actions that we are
taking are subject to ongoing executive management review and will also be subject to audit committee oversight. If we are unable
to successfully remediate the material weakness, or if in the future, we identify further material weaknessesin our internal controls
over financial reporting, we may not detect errors on atimely basis, and our financial statements may be materially misstated. We
or our independent registered public accounting firm may not be able to conclude on an ongoing basis that we have effective
internal control over financial reporting, which could harm our operating results, cause investors to lose confidence in our reported
financial information and cause the trading price of our stock to fall. In addition, as a public company, we will be required to file
accurate and timely quarterly and annual reports with the SEC under the Exchange Act. Any failure to report our financial results
on an accurate and timely basis could result in sanctions, lawsuits, delisting of our shares from The Nasdaq Global Select Market
or other adverse consequences that would materially harm our business. In addition, we could become subject to investigations by
Nasdag, the SEC, and other regulatory authorities, and become subject to litigation from investors and stockholders, which could
harm our reputation and our financial condition, or divert financial and management resources from our core business.

Neither our management nor an independent registered public accounting firm has performed an evaluation of our
internal control over financial reporting in accordance with the provision of the Sarbanes-Oxley Act of 2002, as amended, or the
Sarbanes-Oxley Act, because no such evaluation has been required. Had we or our independent registered public accounting firm
performed an evaluation of our internal control over financial reporting in accordance with the provisions of the Sarbanes-Oxley
Act, additional material weaknesses may have been identified.

Risks Related to Marketing, Reimbur sement, Healthcar e Regulations and Ongoing Regulatory Compliance

Even if a product candidate we devel op receives marketing approval, it may fail to achieve the degree of market acceptance by
physicians, patients, third-party payors and othersin the medical community necessary for commercial success.

Even if GB0139 or any other product candidate we devel op receives marketing approval, it may nonetheless fail to
gain sufficient market acceptance by physicians, patients, third-party payors, such as Medicare and Medicaid programs and
managed care organizations, and othersin the medical community. In addition, the availability of coverage by third-party payors
may be affected by existing and future health care reform measures designed to reduce the cost of health care. If the product
candidates we develop do not achieve an adequate level of acceptance, we may not generate significant product revenues and we
may not become profitable.

The degree of market acceptance of any product candidate, if approved for commercial sale, will depend on a number
of factors, including:

» theefficacy and potential advantages of our current or future product candidates compared to alternative
treatments;

» limitations or warnings contained in the labeling approved for our current or future product candidates by the
FDA or other applicable regulatory authorities;

» theclinical indications for which our current or future product candidates are approved;
» availability of aternative treatments already approved or commercially launched in the future;

» theability to offer our products, if approved, for sale at competitive prices;
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»  convenience and ease of administration compared to aternative treatments;
» thewillingness of the target patient population to try new therapies and of physicians to prescribe these therapies,

» the recommendations with respect to our product candidates in guidelines published by various scientific
organizations applicable to us and our product candidates;

» the strength of marketing and distribution support;
» theability to obtain sufficient third-party coverage and adequate reimbursement; and
» the prevalence and severity of any side effects.

Sales of medical products aso depend on the willingness of physicians to prescribe the treatment, which is likely to be
based on a determination by these physicians that the products are safe, therapeutically effective and cost effective. In addition, the
inclusion or exclusion of products from treatment guidelines established by various physician groups and the viewpoints of
influential physicians can affect the willingness of other physicians to prescribe the treatment. We cannot predict whether
physicians, physicians organizations, hospitals, other healthcare providers, government agencies or private insurers will determine
that our products are safe, therapeutically effective and cost effective as compared with competing treatments. If any product
candidate is approved but does not achieve an adequate level of acceptance by such parties, we may not generate or derive
sufficient revenue from that product candidate and may not become or remain profitable. If government and other third-party
payors do not provide coverage and adequate reimbursement levels for any products we commercialize, market acceptance and
commercial success would be reduced.

Coverage and reimbursement may be limited or unavailable in certain market segments for our product candidates, if
approved, which could make it difficult for usto sell any product candidates profitably.

In the United States and in other countries, patients who are prescribed treatment for their conditions generally rely on
third-party payorsto reimburse al or part of the costs associated with their treatment. Significant uncertainty exists asto the
coverage and reimbursement status of any products for which we may obtain regulatory approval. In the United States, sales of any
products for which we may receive regulatory marketing approval will depend, in part, on the availability of coverage and
reimbursement from third-party payors. Third-party payors include government authorities such as Medicare, Medicaid,
TRICARE, and the Veterans Administration, managed care providers, private health insurers, and other organizations. Patients
who are provided medical treatment for their conditions generally rely on third-party payorsto reimburse all or part of the costs
associated with their treatment. Coverage and adequate reimbursement from governmental healthcare programs, such as Medicare
and Medicaid, and commercial payorsis critical to new product acceptance. Patients are unlikely to use our product candidates
unless coverage is provided, and reimbursement is adequate to cover a significant portion of the cost. We cannot be sure that
coverage and reimbursement will be available for, or accurately estimate the potential revenue from, our product candidates or
assure that coverage and reimbursement will be available for any product that we may develop.

Government authorities and other third-party payors decide which drugs and treatments they will cover and the
amount of reimbursement. Coverage and reimbursement by athird-party payor may depend upon a number of factors, including
the third-party payor’ s determination that use of a product is:

» acovered benefit under its health plan;

» sdfe, effective and medically necessary;

e appropriate for the specific patient;

»  cost-effective; and

* neither experimental nor investigational.

Our ahility to commercialize any products successfully will depend in part on the extent to which coverage and
adequate reimbursement for these products and related treatments will be available from third-party payors, including government
health care programs and private health insurers. Moreover, a payor’ s decision to provide coverage for a drug product does not

imply that an adequate reimbursement rate will be approved. If coverage and adequate reimbursement is not available, or is
available only to limited levels, we may not be able to successfully commercialize our product candidates. Even if coverageis
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provided, the approved reimbursement amount may not be high enough to allow usto establish or maintain pricing sufficient to
realize a sufficient return on our investment.

In the United States, no uniform policy of coverage and reimbursement for products exists among third-party payors.
Therefore, coverage and reimbursement for our products can differ significantly from payor to payor. As aresult, obtaining
coverage and reimbursement approval of a product from a government or other third-party payor is atime-consuming and costly
process that could require us to provide to each payor supporting scientific, clinical and cost-effectiveness data for the use of our
products on a payor-by-payor basis, with no assurance that coverage and adequate reimbursement will be obtained. Even if we
obtain coverage for a given product, the resulting reimbursement payment rates might not be adequate for us to achieve or sustain
profitability or may require co-payments that patients find unacceptably high. Additionally, third-party payors may not cover, or
provide adequate reimbursement for, long-term follow-up evaluations required following the use of product candidates, once
approved. It isdifficult to predict at this time what third-party payors will decide with respect to the coverage and reimbursement
for our product candidates, if approved.

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003, also called the Medicare
Modernization Act, or the MMA, established the Medicare Part D program to provide a voluntary prescription drug and biologic
benefit to Medicare beneficiaries. Under Part D, Medicare beneficiaries may enroll in prescription drug plans offered by private
entities that provide coverage of outpatient prescription drugs and biologics. Unlike Medicare Parts A and B, Part D coverageis
not standardized. Part D prescription drug plan sponsors are not required to pay for al covered Part D drugs and biologics, and
each drug plan can develop its own formulary that identifies which drugs and biologicsit will cover, and at what tier or level.
However, Part D prescription drug formularies must include products within each therapeutic category and class of covered Part D
drugs, though not necessarily all the drugs and biologicsin each category or class. Any formulary used by a Part D prescription
drug plan must be devel oped and reviewed by a pharmacy and therapeutic committee. Government payment for some of the costs
of prescription drugs and biologics may increase demand for products for which we obtain marketing approval. Any negotiated
prices for any of our products covered by a Part D prescription drug plan will likely be lower than the prices we might otherwise
obtain. Moreover, while the MMA applies only to drug benefits for Medicare beneficiaries, private payors often follow Medicare
coverage policy and payment limitations in setting their own payment rates. Any reduction in payment that results from the MMA
may result in a similar reduction in payments from non-governmental payors.

For adrug or biologic product to receive federal reimbursement under the Medicaid or Medicare Part B programs or to
be sold directly to U.S. government agencies, the manufacturer must extend discounts to entities eligible to participate in the 340B
drug pricing program. The required 340B discount on a given product is cal culated based on the average manufacturer price, or
AMP, and Medicaid rebate amounts reported by the manufacturer. As of 2010, the Patient Protection and Affordable Care Act, as
amended by the Health Care and Education Reconciliation Act of 2010, or collectively the ACA, expanded the types of entities
eligible to receive discounted 340B pricing, although under the current state of the law these newly eligible entities (with the
exception of children’s hospitals) will not be eligible to receive discounted 340B pricing on orphan drugs. As the required 340B
discount is determined based on AMP and Medicaid rebate data, the revisions to the Medicaid rebate formula and AMP definition
described above could cause the required 340B discount to increase. The Centers for Medicare & Medicaid Services, or CMS, has
previously and may in the future implement reductions in Medicare Part B reimbursement for 340B drugs through notice and
comment rulemaking. Recently, on December 27, 2018, the District Court for the District of Columbiainvalidated a
reimbursement formula change under the 340B drug pricing program, and CM S subsequently altered the FY's 2019 and 2018
reimbursement formula on specified covered outpatient drugs (“ SCODSs"). The court ruled this change was not an “ adjustment”
which was within the Secretary’ s discretion to make but was instead a fundamental change in the reimbursement calculation.
However, most recently, on July 31, 2020, the U.S. Court of Appeals for the District of Columbia Circuit overturned the district
court’ s decision and found that the changes were within the Secretary’ s authority. On September 14, 2020, the plaintiffs-appellees
filed a Petition for Rehearing En Banc (i.e., before the full court), but were denied on October 16, 2020. On February 10, 2021, the
plaintiffs-appellees filed a petition for awrit of certiorari, asking the Supreme Court to overturn two appeal s court decisions
upholding Medicare payment cuts for 340B drugs and off-campus hospital outpatient office visits. It is unclear how these
developments and other such reimbursement reductions could affect covered hospitals who might purchase our products in the
future and affect the rates we may charge such facilities for our approved products.

Changes to these current laws and state and federal healthcare reform measures that may be adopted in the future may
result in additional reductions in Medicare and other healthcare funding and otherwise affect the prices we may obtain for any
product candidates for which we may obtain regulatory approval or the frequency with which any such product candidate is
prescribed or used.



Even if we obtain FDA approval of any of our product candidates, we may never obtain approval or commercialize such
products outside of the United States, which would limit our ability to realize their full market potential.

In order to market any products outside of the United States, we must establish and comply with numerous and
varying regulatory requirements of other countries regarding safety and efficacy. Clinical trials conducted in one country may not
be accepted by regulatory authorities in other countries, and regulatory approval in one country does not mean that regulatory
approval will be obtained in any other country. Approval procedures vary among countries and can involve additional product
testing and validation and additional administrative review periods. Seeking foreign regulatory approvals could result in significant
delays, difficulties and costs for us and may require additional preclinical studies or clinical trials which would be costly and time
consuming. Regulatory requirements can vary widely from country to country and could delay or prevent the introduction of our
products in those countries. Satisfying these and other regulatory requirementsis costly, time consuming, uncertain and subject to
unanticipated delays. In addition, our failure to obtain regulatory approval in any country may delay or have negative effects on the
process for regulatory approval in other countries. We do not have any product candidates approved for salein any jurisdiction,
including international markets, and we do not have experience in obtaining regulatory approval in international markets. If we fail
to comply with regulatory requirements in international markets or to obtain and maintain required approvals, our ability to realize
the full market potential of our products will be harmed.

We currently have no marketing and sales organization and have no experience as a company in commercializing products,
and we may have to invest significant resources to devel op these capabilities. I we are unable to establish marketing and sales
capabilities or enter into agreementswith third parties to market and sell any products for which we obtain regulatory approval,
we may not be able to generate product revenue.

We have no internal sales, marketing or distribution capabilities, nor have we commercialized a product. If any of our
product candidates ultimately receives regulatory approval, we expect to establish a marketing and sales organization with
technical expertise and supporting distribution capabilities to commercialize each such product in major markets, which will be
expensive and time consuming. We have no prior experience as a company in the marketing, sale and distribution of
pharmaceutical products, and there are significant risks involved in building and managing a sales organization, including our
ability to hire, retain and incentivize qualified individuals, generate sufficient sales leads, provide adequate training to sales and
marketing personnel and effectively manage a geographically dispersed sales and marketing team. Any failure or delay in the
development of our internal sales, marketing and distribution capabilities would adversely impact the commercialization of these
products. We may also choose to collaborate with third parties that have direct sales forces and established distribution systems,
either to augment our own sales force and distribution systems or in lieu of our own sales force and distribution systems. We may
not be able to enter into collaborations or hire consultants or external service providersto assist usin sales, marketing and
distribution functions on acceptable financial terms, or at al. In addition, our product revenues and our profitability, if any, may be
lower if we rely on third parties for these functions than if we were to market, sell and distribute any products that we develop and
for which we receive regulatory approval ourselves. We likely will have little control over such third parties, and any of them may
fail to devote the necessary resources and attention to sell and market our products effectively. If we are not successful in
commercializing our products, either on our own or through arrangements with one or more third parties, we may not be able to
generate any future product revenue and we would incur significant additional 1osses.

Our relationships with healthcare providers, physicians, prescribers, purchasers, third-party payors, charitable organizations
and patients will be subject to applicable anti-kickback, fraud and abuse and other healthcare laws and regulations, which
could expose usto criminal sanctions, civil penalties, contractual damages, reputational harm and diminished profits and
future earnings.

Healthcare providers, physicians and third-party payorsin the United States and elsewhere play a primary role in the
recommendation and prescription of biotechnology and biopharmaceutical products. Arrangements with third-party payors and
customers can expose hiotechnology and biopharmaceutical manufacturers to broadly applicable fraud and abuse and other
healthcare laws and regulations, including, without limitation, the federal Anti-Kickback Statute, or AKS, and the federal False
Claims Act, or FCA, which may constrain the business or financial arrangements and rel ationships through which such companies
sell, market and distribute biotechnology and biopharmaceutical products. In particular, the research of our product candidates, as
well as the promotion, sales and marketing of healthcare items and services, as well as certain business arrangements in the
healthcare industry, are subject to extensive laws designed to prevent fraud, kickbacks, self-dealing and other abusive practices.
These laws and regulations may restrict or prohibit awide range of pricing, discounting, marketing and promotion, structuring and
commission(s), certain customer incentive programs and other business arrangements generally. Activities subject to these laws
also involve the improper use of information obtained in the course of patient recruitment for clinical trials. The applicable federal,
state and foreign healthcare laws and regulations laws that may affect our ability to operate include, but are not limited to:

» the AKS, which prohibits, anong other things, knowingly and willfully soliciting, receiving, offering or paying
any remuneration (including any kickback, bribe, or rebate), directly or indirectly, overtly or covertly, in cash or
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in kind, to induce or reward, or in return for, either the referral of an individual, or the purchase, lease, order or
recommendation of any good, facility, item or service for which payment may be made, in whole or in part, under
afederal healthcare program, such as the Medicare and Medicaid programs. The term “remuneration” has been
broadly interpreted to include anything of value. A person or entity can be found guilty of violating the statute
without actual knowledge of the statute or specific intent to violate it. In addition, a claim submitted for payment
to any federal health care program that includes items or services that were made as aresult of aviolation of the
AKS constitutes afalse or fraudulent claim for purposes of the FCA. The AKS has been interpreted to apply to
arrangements between biotechnology and biopharmaceutical manufacturers on the one hand and prescribers,
purchasers, and formulary managers, among others, on the other. There are a number of statutory exceptions and
regulatory safe harbors protecting some common activities from prosecution. On December 2, 2020, the OIG
published further modifications to the federal Anti-Kickback Statute. Under the final rules, OIG added safe harbor
protections under the Anti-Kickback Statute for certain coordinated care and value-based arrangements among
clinicians, providers, and others. These rules (with exceptions) became effective January 19, 2021. We continue to
evaluate what effect, if any, these rules will have on our business,

the federal civil and criminal false claims laws, including the FCA, and civil monetary penalty laws which
prohibit, among other things, individuals or entities from knowingly presenting, or causing to be presented, false,
fictitious or fraudulent claims for payment to, or approval by Medicare, Medicaid, or other federal healthcare
programs; knowingly making, using or causing to be made or used a false record or statement material to afalse
or fraudulent claim or an obligation to pay or transmit money or property to the federal government; or knowingly
concealing or knowingly and improperly avoiding or decreasing or concealing an obligation to pay money to the
federal government. A claim that includes items or services resulting from aviolation of the AKS constitutes a
false or fraudulent claim under the FCA. Manufacturers can be held liable under the FCA even when they do not
submit claims directly to government payorsif they are deemed to “cause” the submission of false or fraudulent
claims. The FCA aso permits a private individual acting as a“whistleblower” to bring qui tam actions on behal f
of the federal government aleging violations of the FCA and to share in any monetary recovery;

the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which created additional
federal criminal statutes that prohibit knowingly and willfully executing, or attempting to execute, a schemeto
defraud any healthcare benefit program or obtain, by means of false or fraudulent pretenses, representations, or
promises, any of the money or property owned by, or under the custody or control of, any healthcare benefit
program, regardless of the payor (e.g., public or private) and knowingly and willfully falsifying, concealing or
covering up by any trick or device amateria fact or making any materially false statementsin connection with the
delivery of, or payment for, healthcare benefits, items or services relating to healthcare matters. Similar to the
AKS, aperson or entity can be found guilty of violating HIPAA without actual knowledge of the statute or
specific intent to violate it;

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009, or
HITECH, and their respective implementing regulations, which impose, among other things, requirements relating
to the privacy, security and transmission of individually identifiable health information on certain covered
healthcare providers, health plans, and healthcare clearinghouses, known as covered entities, as well as their
respective “business associates,” those independent contractors or agents of covered entities that perform services
for covered entities that involve the creation, use, receipt, maintenance or disclosure of individually identifiable
health information. HITECH also created new tiers of civil monetary penalties, amended HIPAA to make civil
and criminal penalties directly applicable to business associates, and gave state attorneys general new authority to
file civil actions for damages or injunctions in federal courts to enforce the federal HIPAA laws and seek
attorneys' fees and costs associated with pursuing federal civil actions;

the federal Physician Payments Sunshine Act, created under the ACA, and its implementing regulations, which
reguire some manufacturers of drugs, devices, biologics and medical supplies for which payment is available
under Medicare, Medicaid or the Children’s Health Insurance Program (with certain exceptions) to report
annually to CM S information related to payments or other transfers of value made to physicians (defined to
include doctors, dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, as well as ownership
and investment interests held by physicians and their immediate family members. Effective January 1, 2022, these
reporting obligations will extend to include transfers of value made in the previous year to certain non-physician
providers such as physician assistants and nurse practitioners;

federal consumer protection and unfair competition laws, which broadly regulate marketplace activities and
activities that potentially harm consumers; and
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» anaogous state and foreign laws and regulations, such as state anti-kickback and false claims laws, which may
apply to sales or marketing arrangements and claims involving healthcare items or services reimbursed by third-
party payors, including private insurers, and may be broader in scope than their federal equivalents; state and
foreign laws that require biotechnology and biopharmaceutical companies to comply with the biotechnology and
biopharmaceutical industry’s voluntary compliance guidelines and the relevant compliance guidance promul gated
by the federal government or otherwise restrict payments that may be made to healthcare providers and other
potential referral sources; state and foreign laws that require drug manufacturers to report information related to
payments and other transfers of value to physicians and other healthcare providers, marketing expenditures or
drug pricing; state and local laws that require the registration of biotechnology and biopharmaceutical sales
representatives; and state and foreign laws governing the privacy and security of health information in certain
circumstances, many of which differ from each other in significant ways and often are not preempted by HIPAA,
thus complicating compliance efforts.

The distribution of biotechnology and biopharmaceutical products is subject to additional requirements and
regulations, including extensive record-keeping, licensing, storage and security regquirements intended to prevent the unauthorized
sale of hiotechnology and biopharmaceutical products.

The scope and enforcement of each of these laws is uncertain and subject to rapid change in the current environment
of healthcare reform, especially in light of the lack of applicable precedent and regulations. Ensuring business arrangements
comply with applicable healthcare laws, as well as responding to possible investigations by government authorities, can be time-
and resource-consuming and can divert a company’ s attention from other aspects of its business.

Itis possible that governmental and enforcement authorities will conclude that our business practices may not comply
with current or future statutes, regulations or case law interpreting applicable fraud and abuse or other healthcare laws and
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 penalties, damages, fines, disgorgement, imprisonment, reputational harm, possible exclusion from participation in
federal and state funded healthcare programs, contractual damages and the curtailment or restricting of our operations, as well as
additional reporting obligations and oversight if we become subject to a corporate integrity agreement or other agreement to
resolve allegations of non-compliance with these laws. Further, if any of the physicians or other healthcare providers or entities
with whom we expect to do businessis found to be not in compliance with applicable laws, they may be subject to significant
criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs. Any action for
violation of these laws, even if successfully defended, could cause a biotechnology and biopharmaceutical manufacturer to incur
significant legal expenses and divert management’ s attention from the operation of the business. Prohibitions or restrictions on
sales or withdrawal of future marketed products could materially affect businessin an adverse way.

Even if we receive regulatory approval of any product candidates, we will be subject to ongoing post-marketing regulatory
obligations and continued regulatory review, which may result in significant additional expense and we may be subject to
penaltiesif we fail to comply with regulatory requirements or experience unanticipated problemswith our product candidates.

If any of our product candidates are approved, they will be subject to ongoing post-marketing regulatory requirements
for manufacturing, labeling, packaging, storage, advertising, promotion, sampling, record-keeping, conduct of post-marketing
studies and submission of safety, efficacy and other post-market information, including both federal and state requirementsin the
United States and requirements of comparable foreign regulatory authorities. In addition, we will be subject to continued
compliance with current good manufacturing practice, or cGMP, for any drug products we distribute and with good clinical
practice, or GCP reguirements for any clinical trials that we conduct post-approval.

Manufacturers and their facilities are required to comply with extensive FDA and comparable foreign regulatory
authority requirements, including ensuring that quality control and manufacturing procedures conform to cGMP regulations. As
such, we and our contract manufacturers will be subject to continual review and inspections to assess compliance with cGMP and
adherence to commitments made in any marketing application, and previous responses to inspection observations. Accordingly, we
and others with whom we work must continue to expend time, money, and effort in all areas of regulatory compliance, including
manufacturing, production and quality control.

Any regulatory approvals that we receive for our product candidates may be subject to limitations on the approved
indicated uses for which the product may be marketed or to the conditions of approval, or contain requirements for potentially
costly post-marketing testing, including Phase 4 clinical trials and surveillance to monitor the safety and efficacy of the product
candidate. The FDA may also require a Risk Evaluation and Mitigation Strategy, or REMS, as a condition of approval of our
product candidates, which could entail requirements for long-term patient follow-up, a medication guide, physician
communication plans or additional elements to ensure safe use, such as restricted distribution methods, patient registries and other
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risk minimization tools. In addition, if the FDA or a comparable foreign regulatory authority approves our product candidates, we
will have to comply with requirements including submissions of safety and other post-marketing information and reports and
registration.

Later discovery of previously unknown problems with our product candidates, including adverse events of
unanticipated severity or frequency, or with our third-party manufacturers or manufacturing processes, or failure to comply with
regulatory requirements, may result in revisions to the approved labeling to add new safety information; imposition of post-market
studies or clinical trials to assess new safety risks; or imposition of distribution restrictions or other restrictions under aREMS
program. Other potential consequences include, among other things:

» restrictions on the marketing or manufacturing of our products, withdrawal of the product from the market or
product recalls;

» fines, warning letters or holds on clinical trials;

» refusal by the FDA to approve pending applications or supplements to approved applications filed by us or
suspension or withdrawal of approvals;

e product seizure or detention or refusal to permit the import or export of our product candidates; and
e consent decrees or injunctions or the imposition of civil or criminal penalties.

Products may be promoted only for the approved indications and in accordance with the provisions of the approved
label. However, companies may share truthful and not misleading information that is not inconsistent with the labeling. The FDA
and other agencies actively enforce the laws and regulations prohibiting the promotion of off-label uses and a company that is
found to have improperly promoted off-label uses may be subject to significant liability. The policies of the FDA and of other
regulatory authorities may change, and additional government regulations may be enacted that could prevent, limit or delay
regulatory approval of our product candidates. We cannot predict the likelihood, nature or extent of government regulation that
may arise from future legislation or administrative action, either in the United States or abroad. If we are slow or unable to adapt to
changes in existing requirements or the adoption of new requirements or policies, or if we are not able to maintain regulatory
compliance, we may lose any marketing approval that we may have obtained and we may not achieve or sustain profitability.

Ongoing healthcare legislative and regulatory reform measures may have a material adverse effect on our business and results
of operations.

Changesin regulations, statutes or the interpretation of existing regulations could impact our business in the future by
requiring, for example, changes to our manufacturing arrangements; additions or modifications to product labeling; the recall or
discontinuation of our products; or additional record-keeping requirements. If any such changes were to be imposed, they could
adversely affect the operation of our business.

In the United States, there have been and likely will continue to be a number of legidlative initiatives to contain
healthcare costs. For example, in March 2010, the ACA was passed, which substantially changed the way health careis financed
by both governmental and private insurers, and significantly impacted the U.S. biotechnology and biopharmaceutical industries.
The ACA, among other things, addressed a new methodology by which rebates owed by manufacturers under the Medicaid Drug
Rebate Program are calculated for drugs that are inhaled, infused, instilled, implanted or injected, increased the minimum
Medicaid rebates owed by manufacturers under the Medicaid Drug Rebate Program and extended the rebate program to
individuals enrolled in Medicaid managed care organizations, established annual fees and taxes on manufacturers of certain
branded prescription drugs, and created a new Medicare Part D coverage gap discount program, in which manufacturers must
agree to offer 50% (increased to 70% pursuant to the Bipartisan Budget Act of 2018, effective as of January 1, 2019) point-of-sale
discounts from the negotiated prices of applicable brand drugs to eligible beneficiaries during their coverage gap period, as a
condition for the manufacturer’ s outpatient drugs to be covered under Medicare Part D.

Since its enactment, there have been numerous judicial, administrative, executive, and legislative challenges to certain
aspects of the ACA, and we expect there will be additional challenges and amendments to the ACA in the future. On
December 14, 2018, a Texas U.S. District Court Judge ruled that the ACA is uncongtitutional in its entirety because the “individual
mandate” was repealed by Congress as part of the Tax Cuts and Jobs Act of 2017, or Tax Act. Additionally, on December 18,
2019, the U.S. Court of Appeals for the 5th Circuit upheld the District Court ruling that the individual mandate was
unconstitutional and remanded the case back to the District Court to determine whether the remaining provisions of the ACA are
invalid aswell. On March 2, 2020, the United States Supreme Court granted the petitions for writs of certiorari to review this case
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and held oral arguments on November 10, 2020. It is unclear how such litigation and other effortsto repeal and replace the ACA
will impact the ACA and our business, especially under the Biden administration.

In addition, the prior Trump administration issued various Executive Orders, which eliminated cost sharing subsidies
and various provisions that would impose afiscal burden on states or a cost, fee, tax, penalty or regulatory burden on individuals,
healthcare providers, health insurers, or manufacturers of pharmaceuticals or medical devices. In response, on August 14, 2020,
the U.S. Court of Appeals for the Federal Circuit ruled in two separate cases that the federal government isliable for the full
amount of unpaid cost-sharing subsidies, or CSRs, for the years preceding and including 2017. For CSR claims made by health
insurance companies for years 2018 and later, further litigation will be required to determine the amounts due, if any. Further, on
June 14, 2018, the U.S. Court of Appeals for the Federal Circuit ruled that the federal government was not required to pay more
than $12 billion in ACA risk corridor payments to third-party payors who argued the payments were owed to them. On April 27,
2020, the United States Supreme Court reversed the U.S. Court of Appealsfor the Federal Circuit's decision and remanded the
case to the U.S. Court of Federal Claims, concluding the government has an obligation to pay these risk corridor payments under
the relevant formula. It is unclear what impact these rulings will have on our business.

Additionally, Congress has introduced several pieces of legislation aimed at significantly revising or repealing the
ACA. On December 20, 2019, former President Trump signed into law the Further Consolidated Appropriations Act (H.R. 1865),
which repeals the Cadillac tax, the health insurance provider tax, and the medical device excise tax. It is unclear whether the ACA
will be overturned, repealed, replaced, or further amended. We cannot predict what affect further changes to the ACA would have
on our business.

Other legislative changes have been proposed and adopted in the United States since the ACA was enacted. The
Budget Control Act of 2011, among other things, created measures for spending reductions by Congress. A Joint Select Committee
on Deficit Reduction, tasked with recommending atargeted deficit reduction of at least $1.2 trillion for the years 2013 through
2021, was unable to reach required goals, thereby triggering the legislation’ s automatic reduction to several government programs,
including aggregate reductions of Medicare payments to providers of 2% per fiscal year. These reductions went into effect on
April 1, 2013 and subsequent legislative anendments to the statute, including the Bipartisan Budget Act of 2018, or BBA, will
remain in effect through 2030, unless additional congressional action is taken. However, these Medicare sequester reductions have
been suspended from May 1, 2020 through March 31, 2021 due to the COVID-19 pandemic. Proposed legislation, if passed, would
extend this suspension until the end of the pandemic. The BBA also amended the ACA, effective January 1, 2019, by increasing
the point-of-sale discount that is owed by pharmaceutical manufacturers who participate in Medicare Part D and closing the
coverage gap in most Medicare drug plans, commonly referred to as the “ donut hol€”’. On January 2, 2013, the American Taxpayer
Relief Act of 2012 was signed into law, which, among other things, further reduced Medicare payments to severa types of
providers, including hospital's, imaging centers and cancer treatment centers, and increased the statute of limitations period for the
government to recover overpayments to providers from three to five years.

Moreover, increasing efforts by governmental and third-party payorsin the United States and abroad to cap or reduce
healthcare costs may cause such organizations to limit both coverage and the level of reimbursement for newly approved products
and, as aresult, they may not cover or provide adequate payment for our product candidates. There has been increasing legislative
and enforcement interest in the United States with respect to specialty drug pricing practices. Specifically, there have been severa
recent U.S. Congressional inquiries and proposed and enacted federal and state legislation designed to, among other things, bring
more transparency to drug pricing, reduce the cost of prescription drugs under Medicare, review the relationship between pricing
and manufacturer patient programs, and reform government program reimbursement methodologies for drugs.

At the federal level, the prior Trump administration’s budget for fiscal year 2021 included a $135 hillion allowance to
support legislative proposal's seeking to reduce drug prices, increase competition, lower out-of-pocket drug costs for patients, and
increase patient access to lower-cost generic and biosimilar drugs. On March 10, 2020, the prior Trump administration sent
“principles’ for drug pricing to Congress, calling for legislation that would, among other things, cap Medicare Part D beneficiary
out-of -pocket pharmacy expenses, provide an option to cap Medicare Part D beneficiary monthly out-of-pocket expenses, and
place limits on pharmaceutical price increases. The prior Trump administration also previously released a“Blueprint” to lower
drug prices and reduce out of pocket costs of drugs that contained proposals to increase manufacturer competition, increase the
negotiating power of certain federal healthcare programs, incentivize manufacturers to lower the list price of their products and
reduce the out-of-pocket costs of drug products paid by consumers. The U.S. Department of Health and Human Services, or HHS,
has solicited feedback on some of these measures and has implemented others under its existing authority. For example, in May
2019, CMSissued afinal rule that would allow Medicare Advantage Plans the option of using step therapy, atype of prior
authorization, for Part B drugs beginning January 1, 2020. Thisfinal rule codified CMS's policy change that was effective
January 1, 2019. However, it is unclear whether the Biden administration will challenge, reverse, revoke or otherwise modify these
executive and administrative actions after January 20, 2021.
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In 2020, former President Trump announced several executive orders related to prescription drug pricing that seek to
implement several of the prior administration's proposals. In response, the FDA released afinal rule on September 24, 2020, which
went into effect on November 30, 2020, providing guidance for statesto build and submit importation plans for drugs from
Canada. Further, on November 20, 2020 CM S issued an Interim Final Rule implementing the Most Favored Nation, or MFN,
Model under which Medicare Part B reimbursement rates will be calculated for certain drugs and biologicals based on the lowest
price drug manufacturers receive in Organization for Economic Cooperation and Devel opment countries with asimilar gross
domestic product per capita. The MFN Model regulations mandate participation by identified Part B providers and would have
applied in all U.S. states and territories for a seven-year period beginning January 1, 2021 and ending December 31, 2027.
However, in response to alawsuit filed by several industry groups, on December 28, 2020, the U.S. District Court for the Northern
District of Californiaissued a nationwide preliminary injunction enjoining government defendants from implementing the MFN
Rule pending completion of notice-and-comment procedures under the Administrative Procedure Act. On January 13, 2021, ina
separate lawsuit brought by industry groupsin the U.S. District of Maryland, the government defendants entered a joint motion to
stay litigation on the condition that the government would not appeal the preliminary injunction granted in the U.S. District Court
for the Northern District of Californiaand that performance for any final regulation stemming from the MFN Interim Final Rule
shall not commence earlier than 60 days after publication of that regulation in the Federal Register. Further, authorities in Canada
have passed rules designed to safeguard the Canadian drug supply from shortages. If implemented, importation of drugs from
Canada and the MFN Model may materially and adversely affect the price we receive for any of our product candidates.

Additionally, on December 2, 2020, HHS published a regulation removing safe harbor protection for price reductions
from pharmaceutical manufacturersto plan sponsors under Part D, either directly or through pharmacy benefit managers, unless
the price reduction is required by law. The rule also creates a new safe harbor for price reductions reflected at the point-of-sale, as
well as a safe harbor for certain fixed fee arrangements between pharmacy benefit managers and manufacturers. Pursuant to an
order entered by the U.S. District Court for the District of Columbia, the portion of the rule eliminating safe harbor protection for
certain rebates related to the sale or purchase of a pharmaceutical product from a manufacturer to a plan sponsor under Medicare
Part D has been delayed to January 1, 2023. Further, implementation of this change and new safe harbors for point-of-sale
reductionsin price for prescription pharmaceutical products and pharmacy benefit manager service fees are currently under review
by the Biden administration and may be amended or repealed. Although a number of these and other measures may require
additional authorization to become effective, and the Biden administration may reverse or otherwise change these measures,
Congress has indicated that it will continue to seek new legidative and/or administrative measures to control drug costs. Any
reduction in reimbursement from Medicare and other government programs may result in asimilar reduction in payments from
private payors.

At the state level, legislatures are increasingly passing legislation and implementing regulations designed to control
pharmaceutical and biologic product pricing, including price or patient reimbursement constraints, discounts, restrictions on
certain product access and marketing cost disclosure and transparency measures, and, in some cases, designed to encourage
importation from other countries and bulk purchasing.

These laws, and future state and federal healthcare reform measures may be adopted in the future, any of which may
result in additional reductions in Medicare and other healthcare funding and otherwise affect the prices we may obtain for any of
our product candidates for which we may obtain regulatory approval or the frequency with which any such product candidate is
prescribed or used. Additionally, we expect to experience pricing pressures in connection with the sale of any future approved
product candidates due to the trend toward managed healthcare, the increasing influence of health maintenance organizations, cost
containment initiatives and additional 1egislative changes.

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

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

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

Separately, in response to the COVID-19 pandemic, on March 10, 2020, the FDA announced its intention to postpone
most inspections of foreign manufacturing facilities while local, national and international conditions warrant. On March 18, 2020,
the FDA announced its intention to temporarily postpone routine surveillance inspections of domestic manufacturing facilities and
provided guidance regarding the conduct of clinical trias, which the FDA continues to update. As of June 23, 2020, the FDA
noted it was continuing to ensure timely reviews of applications for medical products during the COVID-19 pandemic in line with
its user fee performance goals and it was conducting mission critical domestic and foreign inspections to ensure compliance of
manufacturing facilitieswith FDA quality standards. On July 10, 2020, the FDA announced its goal of restarting domestic on-site
inspections during the week of July 20, 2020, but such activities will depend on data about the virus' trgjectory in a given state and
locality and the rules and guidelines that are put in place by state and local governments. The FDA has developed a rating system
to assist in determining when and where it is safest to conduct prioritized domestic inspections. Should the FDA determine that an
inspection is necessary for approval and an inspection cannot be completed during the review cycle due to restrictions on travel,
the FDA has stated that it generally intends to issue a complete response letter. Further, if there isinadequate information to make
a determination on the acceptability of afacility, the FDA may defer action on the application until an inspection can be
completed. In 2020, several companies announced receipt of complete response letters due to the FDA’ s inability to complete
required inspections for their applications. Regulatory authorities outside the U.S. may adopt similar restrictions or other policy
measures in response to the COV1D-19 pandemic and may experience delaysin their regulatory activities.

EU drug marketing and reimbursement regulations may materially affect our ability to market and receive coverage for our
productsin the European member states.

We intend to seek approval to market our product candidates in both the United States and in selected foreign
jurisdictions. If we obtain approval in one or more foreign jurisdictions for our product candidates, we will be subject to rules and
regulations in those jurisdictions. In some foreign countries, particularly those in the EU, the pricing of drugs is subject to
governmental control and other market regulations which could put pressure on the pricing and usage of our product candidates. In
these countries, pricing negotiations with governmental authorities can take considerable time after obtaining marketing approval
of aproduct candidate. In addition, the recent United Kingdom referendum on its membership in the EU resulted in a majority of
United Kingdom voters voting to exit the European Union, often referred to as Brexit. Brexit could lead to legal uncertainty and
potentially divergent national laws and regulations, including those related to the pricing of prescription pharmaceuticals, as the
United Kingdom determines which EU laws to replicate or replace. If the United Kingdom were to significantly alter its
regulations affecting the pricing of prescription pharmaceuticals, we could face significant new costs. As aresult, Brexit could
impair our ability to transact business in the European Union and the United Kingdom. Market acceptance and sales of our product
candidates will also depend significantly on the availability of adequate coverage and reimbursement from third-party payors for
our product candidates and may be affected by existing and future health care reform measures.

Much like the AK'S prohibition in the United States, the provision of benefits or advantages to physicians to induce or
encourage the prescription, recommendation, endorsement, purchase, supply, order or use of medicinal productsis also prohibited
in the EU. The provision of benefits or advantages to reward improper performance generally is governed by the national anti-
bribery laws of the EU Member States, and in respect of the United Kingdom, or U.K. (which is no longer a member of the EU),
the Bribery Act 2010. Infringement of these laws could result in substantial fines and imprisonment. EU Directive 2001/83/EC,
which isthe EU Directive governing medicinal products for human use, further provides that, where medicinal products are being
promoted to persons qualified to prescribe or supply them, no gifts, pecuniary advantages or benefitsin kind may be supplied,
offered or promised to such persons unless they are inexpensive and relevant to the practice of medicine or pharmacy. This
provision has been transposed into the Human Medicines Regulations 2012 and so remains applicablein the U.K. despiteits
departure from the EU.

Payments made to physiciansin certain EU member states must be publicly disclosed. Moreover, agreements with
physicians often must be the subject of prior notification and approval by the physician’s employer, his or her competent
professional organization and/or the regulatory authorities of the individual EU member states. These requirements are provided in
the national laws, industry codes or professional codes of conduct, applicable in the EU member states. Failure to comply with
these requirements could result in reputational risk, public reprimands, administrative penalties, fines or imprisonment.

In addition, in most foreign countries, including the European Economic Area, or EEA, the proposed pricing for adrug
must be approved before it may be lawfully marketed. The requirements governing drug pricing and reimbursement vary widely
from country to country. For example, the EU provides options for its member statesto restrict the range of medicinal products for
which their national health insurance systems provide reimbursement and to control the prices of medicinal products for human
use. Reference pricing used by various EU member states and parallel distribution, or arbitrage between low-priced and high-
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priced member states, can further reduce prices. A member state may approve a specific price for the medicinal product, or it may
instead adopt a system of direct or indirect controls on the profitability of the company placing the medicinal product on the
market. In some countries, we may be required to conduct aclinical study or other studies that compare the cost-effectiveness of
any of our product candidates to other available therapiesin order to obtain or maintain reimbursement or pricing approval. There
can be no assurance that any country that has price controls or reimbursement limitations for biotechnology and biopharmaceutical
products will allow favorable reimbursement and pricing arrangements for any of our products. Historically, products launched in
the EU do not follow price structures of the United States, and generally, prices tend to be significantly lower. Publication of
discounts by third-party payors or authorities may lead to further pressure on the prices or reimbursement levels within the country
of publication and other countries. If pricing is set at unsatisfactory levels or if reimbursement of our products is unavailable or
limited in scope or amount, our revenues from sales and the potentia profitability of any of our product candidatesin those
countries would be negatively affected.

We may incur substantial costsin our effortsto comply with evolving global data protection laws and regulations, and any
failure or perceived failure by usto comply with such laws and regulations may harm our business and operations.

The global data protection landscape is rapidly evolving, and we may be or become subject to or affected by numerous
federal, state and foreign laws and regulations, as well as regulatory guidance, governing the collection, use, disclosure, transfer,
security and processing of personal data, such as information that we collect about participants and healthcare providersin
connection with clinical trials. Implementation standards and enforcement practices are likely to remain uncertain for the
foreseeable future, which may create uncertainty in our business, affect our or our service providers' ability to operatein certain
jurisdictions or to collect, store, transfer use and share personal data, result in liability or impose additional compliance or other
costs on us. Any failure or perceived failure by usto comply with federal, state, or foreign laws or self-regulatory standards could
result in negative publicity, diversion of management time and effort and proceedings against us by governmental entities or
others. Recently, California passed the California Data Privacy Protection Act of 2018, or the CCPA, which went into effect in
January 2020 and provides new data privacy rights for consumers and new operational requirements for companies, which may
increase our compliance costs and potential liability. The CCPA gives Californiaresidents expanded rights to access and delete
their personal information, opt out of certain personal information sharing, and receive detailed information about how their
personal information is used. The CCPA providesfor civil penaltiesfor violations, as well as a private right of action for data
breaches that is expected to increase data breach litigation. While there is currently an exception for protected health information
that is subject to HIPAA and clinical trial regulations, as currently written, the CCPA may impact certain of our business activities.
The CCPA may lead to similar lawsin other U.S. states or at a national level, which could increase our potential liability and
adversely affect our business.

In addition to our operations in the United States, which may be subject to healthcare and other laws relating to the
privacy and security of health information and other persona information, we have operations in Europe and are subject to
European data privacy laws, regulations and guidelines. The General Data Protection Regulation, (EU) 2016/679, or GDPR,
became effective on May 25, 2018, and deal s with the collection, use, storage, disclosure, transfer, or other processing of personal
data, including personal health data, regarding individualsin the EEA. The GDPR imposes a broad range of strict requirements on
companies subject to the GDPR, including requirements relating to having legal bases for processing personal information relating
to identifiable individuals and transferring such information outside the EEA, including to the United States, providing details to
those individuals regarding the processing of their personal health and other sensitive data, obtaining consent of the individuals to
whom the personal data relates, keeping personal information secure, having data processing agreements with third parties who
process personal information, responding to individuals' regquests to exercise their rightsin respect of their personal information,
reporting security breaches involving personal data to the competent national data protection authority and affected individuals,
appointing data protection officers, conducting data protection impact assessments, and record-keeping. The GDPR increases
substantially the penalties to which we could be subject in the event of any non-compliance, including fines of up to €10 million or
up to 2% of our total worldwide annual turnover for certain comparatively minor offenses, or up to €20 million or up to 4% of our
total worldwide annual turnover, whichever is greater, for more serious offenses. The GDPR also confers a private right of action
on data subjects and consumer associations to lodge complaints with supervisory authorities, seek judicial remedies, and obtain
compensation for damages resulting from violations of the GDPR. In addition, the GDPR includes restrictions on cross-border data
transfers.

Further, national laws of member states of the EU are in the process of being adapted to the requirements under the
GDPR, thereby implementing national laws which may partially deviate from the GDPR and impose different obligations from
country to country, so that we do not expect to operate in auniform legal landscape in the EEA. Also, asit relates to processing
and transfer of genetic data, the GDPR specifically allows national laws to impose additional and more specific requirements or
restrictions, and European laws have historically differed quite substantially in this field, leading to additional uncertainty. The
U.K.' s decision to leave the EU, often referred to as Brexit, has created uncertainty with regard to data protection regulation in the
U.K. In particular, it is unclear how datatransfers to and from the U.K. will be regulated now that the U.K. has|eft the EU.

62



We are conducting clinical trialsin the EEA, and the GDPR increases our responsibility and liability in relation to
personal data that we process where such processing is subject to the GDPR, and we are required to have in place additional
mechanisms and safeguards to ensure compliance with the GDPR, including as implemented by individual countries. Compliance
with the GDPR is arigorous and time-intensive process that increase our cost of doing business or require us to change our
business practices, and despite those efforts, there is arisk that we may be subject to fines and penalties, litigation, and reputational
harm in connection with our European activities. We expect that we will continue to face uncertainty as to whether our effortsto
comply with any obligations under European privacy laws will be sufficient. If we are investigated by a European data protection
authority, we may face fines and other penalties. Any such investigation or charges by European data protection authorities could
have a negative effect on our existing business and on our ability to attract and retain new clients or biotechnology and
biopharmaceutical partners. We may also experience hesitancy, reluctance, or refusal by European or multi-national vendors or
biotechnology and biopharmaceutical partners to continue to use our products due to the potential risk exposure as a result of the
current (and, in particular, future) data protection obligations imposed on them by certain data protection authorities in
interpretation of current law, including the GDPR. Such vendors or biotechnology and biopharmaceutical partners may also view
any aternative approaches to compliance as being too costly, too burdensome, too legally uncertain, or otherwise objectionable
and therefore decide not to do business with us. Any of the forgoing could materially harm our business, prospects, financial
condition and results of operations.

Legal, palitical and economic uncertainty surrounding the exit of the U.K. from the EU may be a source of instability in
international markets, create significant currency fluctuations, adversely affect our operationsin the U.K. and pose additional
risksto our business, revenue, financial condition, and results of operations.

On June 23, 2016, the U.K. held areferendum in which a mgjority of the eligible members of the el ectorate voted to
leave the EU, commonly referred to as Brexit. Pursuant to Article 50 of the Treaty on EU, the U.K. ceased being a member state of
the EU on January 31, 2020. The implementation period began February 1, 2020 and continued until December 31, 2020, during
which U.K. continued to follow all of the EU’ srules, the EU’ s pharmaceutical law remained applicable to the U.K. and the U.K.'s
trading relationship remained the same. The U.K. and the EU have signed an EU-UK Trade and Cooperation Agreement, or TCA,
which became provisionally applicable on January 1, 2021 and will become formally applicable once ratified by both the U.K. and
the EU. This agreement provides details on how some aspects of the U.K. and EU’ s relationship will operate going forwards
however there are still many uncertainties and how the TCA will take effect in practice is still largely unknown. Thislack of
clarity on future U.K. laws and regulations and their interaction with the EU laws and regulations may negatively impact foreign
direct investment in the U.K., increase costs, depress economic activity and restrict access to capital.

The uncertainty concerning the U.K.’slegal, political and economic relationship with the EU after Brexit may be a
source of instability in the international markets, create significant currency fluctuations, and/or otherwise adversely affect trading
agreements or similar cross-border co-operation arrangements (whether economic, tax, fiscal, legal, regulatory or otherwise)
beyond the date of Brexit.

These developments may have a significant adverse effect on global economic conditions and the stability of global
financial markets and could significantly reduce global market liquidity and limit the ability of key market participants to operate
in certain financial markets. In particular, it could also lead to a period of considerable uncertainty in relation to the U.K. financial
and banking markets, as well as on the regulatory process in Europe. Asset valuations, currency exchange rates and credit ratings
may also be subject to increased market volatility.

In addition, if other EU Member States pursue withdrawal, barrier-free access among the EEA overall could be
diminished or eliminated. The long-term effects of Brexit will depend on how the terms of the TCA take effect in practice and any
further agreements (or lack thereof) between the U.K. and the EU.

Such awithdrawal from the EU is unprecedented, and it is unclear how the restrictions on the U.K.’ s access to the
European single market for goods, capital, services and labor within the EU, or single market, and the wider commercial, legal and
regulatory environment, will impact our current and future operations (including business activities conducted by third parties and
contract manufacturers on our behalf) and clinical activitiesin the U.K. In addition to the foregoing, our U.K. operations support
our current and future operations and clinical activitiesin the EU and EEA, and these operations and clinical activities could be
disrupted by Brexit.

We may also face new regulatory costs and challenges that could have an adverse effect on our operations. The U.K.
will lose the benefits of global trade agreements negotiated by the EU on behalf of its members, which may result in increased
trade barriers that could make our doing businessin the EU and the EEA more difficult. Since the regulatory framework in the
U.K. covering quality, safety and efficacy of pharmaceutical products, clinical trials, marketing authorization, commercia sales
and distribution of pharmaceutical productsis derived from EU directives and regulations, Brexit could materially impact the
future regulatory regime with respect to the approval of our product candidates in the U.K. now that the U.K. legidation can
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diverge from EU legidation. For instance, Great Britain will now no longer be covered by the centralized procedures for
obtaining EEA-wide marketing and manufacturing authorizations from the EMA (under the Northern Irish Protocol, centralized
marketing authorizations will continue to be recognized in Northern Ireland) and a separate process for authorization of drug
products will be required in Great Britain, resulting in an authorization covering the United Kingdom or Great Britain only. Any
delay in obtaining, or an inability to obtain, any regulatory approvals, as aresult of Brexit or otherwise, would prevent us from
commercializing our product candidates in the U.K. and/or the EU and restrict our ability to generate revenue and achieve and
sustain profitability. If any of these outcomes occur, we may be forced to restrict or delay efforts to seek regulatory approval in the
U.K. and/or EU for our product candidates, which could significantly and materially harm our business. Even prior to any change
to the U.K.’ srelationship with the EU, the announcement of Brexit has created economic uncertainty surrounding the terms of
Brexit, and its consequences could adversely impact customer confidence resulting in customers reducing their spending budgets
on our product candidates, if approved, which could adversely affect our business, financial condition, results of operations and
could adversely affect the market price of our common stock.

Additional laws and regulations governing international operations, and the complexity associated with maintaining
geographically diverse operations, could negatively impact or restrict our operations and ability to grow.

We have offices and operationsin six cities and in five countries. If we are unable to manage the risks of our global
operations, including the potential for fluctuations in foreign exchange and inflation rates, international hostilities, the need for our
executives to travel internationally, natural disasters, security breaches, failure to maintain compliance with internal control
requirements and multiple legal and regulatory systems, our results of operations and ability to grow could be materialy adversely
affected.

We must dedicate additional resourcesto comply with numerous laws and regulationsin each jurisdiction in which we
plan to operate. The U.S. Foreign Corrupt Practices Act, or the FCPA, prohibitsany U.S. individual or business entity from
paying, offering, authorizing payment or offering of anything of value, directly or indirectly, to any foreign official, political party
or candidate for the purpose of influencing any act or decision of the foreign entity in order to assist the individual or businessin
obtaining or retaining business.

Compliance with the FCPA is expensive and difficult, particularly in countriesin which corruption is a recognized
problem. In addition, the FCPA presents particular challengesin the biotechnology and biopharmaceutical industry, because, in
many countries, hospitals are operated by the government, and doctors and other hospital employees are considered foreign
officials. Certain payments to hospitals and healthcare providers in connection with clinical trials and other work have been
deemed to be improper payments to government officials and have led to FCPA enforcement actions.

Various laws, regulations and executive orders also restrict the use and dissemination outside of the United States, or
the sharing with certain non-U.S. nationals, of information products classified for national security purposes, aswell as certain
products, technology and technical data relating to those products. As we expand our operations throughout the world, we will be
required to dedicate additional resources to comply with these laws, and these laws may preclude us from developing,
manufacturing, or selling certain products and product candidates outside of the United States, which could limit our growth
potential and increase our development costs.

The failure to comply with laws governing international business practices may result in substantial civil and criminal
penalties and suspension or debarment from government contracting. The SEC may also suspend or bar issuers from trading
securities on U.S. exchanges for violations of the FCPA's accounting provisions.

We are subject to certain U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other trade
laws and regulations. We can face serious consequences for violations.

Among other matters, U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other
trade laws and regulations, which are collectively referred to as Trade Laws, prohibit companies and their employees, agents,
clinical research organizations, legal counsel, accountants, consultants, contractors, and other partners from authorizing,
promising, offering, providing, soliciting, or receiving directly or indirectly, corrupt or improper payments or anything else of
valueto or from recipientsin the public or private sector. Violations of Trade Laws can result in substantial criminal fines and civil
penalties, imprisonment, the loss of trade privileges, debarment, tax reassessments, breach of contract and fraud litigation,
reputational harm, and other consegquences. We have direct or indirect interactions with officials and employees of government
agencies or government-affiliated hospital's, universities, and other organizations. We plan to engage third parties for clinical trials
and/or to obtain necessary permits, licenses, patent registrations, and other regulatory approvals, and we could be held liable for
the corrupt or other illegal activities of our personnel, agents, or partners, even if we do not explicitly authorize or have prior
knowledge of such activities.



Risks Related to Our Intellectual Property

Our success dependsin part on our ability to protect our intellectual property. It is difficult and costly to protect our proprietary
rights and technology, and we may not be able to ensure their protection.

Our business will depend in large part on obtaining and maintaining patent, trademark and trade secret protection of
our proprietary technologies and our product candidates, their respective components, synthetic intermediates, formulations,
combination therapies, methods used to manufacture them and methods of treatment, as well as successfully defending these
patents against third-party challenges. Our ability to stop unauthorized 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 enforceabl e patents that
cover these activities and whether a court would issue an injunctive remedy. If we are unable to secure and maintain patent
protection for any product or technology we develop, or if the scope of the patent protection secured is not sufficiently broad, our
competitors could develop and commercialize products and technology similar or identical to ours, and our ability to
commercialize any product candidates we may develop may be adversely affected.

The patenting process is expensive and time-consuming, and we may not be able to file and prosecute all necessary or
desirable patent applications at a reasonable cost or in atimely manner. The patenting process is subject to numerous risks and
there can be no assurance that we will be successful in obtaining patents for which we have applied. In addition, we may not
pursue, obtain, or maintain patent protection in all relevant markets. It is also possible that we will fail to identify patentable
aspects of our research and development output before it istoo late to obtain patent protection. Moreover, in some circumstances,
we may not have the right to control the preparation, filing and prosecution of patent applications, or to maintain the patents,
covering technology that we license from or license to third parties and are reliant on our licensors or licensees.

The strength of patents in the biotechnology and biopharmaceutical fieldsinvolves complex legal and scientific
guestions and can be uncertain. The patent applications that we own, or in-license, may fail to result in issued patents with claims
that cover our product candidates or uses thereof in the United States or in other foreign countries. Even if the patents do
successfully issue, third parties may challenge the validity, enforceability or scope thereof, which may result in such patents being
narrowed, invalidated or held unenforceable. Furthermore, even if they are unchallenged, our patents and patent applications may
not adequately protect our technology, including our product candidates, or prevent others from designing around the claimsin our
patents. If the breadth or strength of protection provided by the patent applications, we hold with respect to our product candidates
isthreatened, it could dissuade companies from collaborating with us to devel op, and threaten our ability to commercialize, our
product candidates. Further, if we encounter delaysin our clinical trias, the period of time during which we could market our
product candidates under patent protection would be reduced.

We cannot be certain that we were the first to file any patent application related to our technology, including our
product candidates, and, if we were not, we may be precluded from obtaining patent protection for our technology, including our
product candidates.

We cannot be certain that we are the first to invent the inventions covered by pending patent applications and, if we
are not, we may be subject to priority disputes. Furthermore, for United States applications in which all claims are entitled to a
priority date before March 16, 2013, an interference proceeding can be provoked by athird-party or instituted by the United States
Patent and Trademark Office, or USPTO, to determine who was the first to invent any of the subject matter covered by the patent
claims of our applications. Similarly, for U.S. applications in which at least one claim is not entitled to a priority date before
March 16, 2013, derivation proceedings can be instituted to determine whether the subject matter of a patent claim was derived
from aprior inventor’s disclosure.

We may be required to disclaim part or all of the term of certain patents. There may be prior art of which we are not
aware that may affect the validity or enforceability of a patent or patent application 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 aclaim. No assurance can be given that if challenged, our patents would be
declared by a court to be valid or enforceable or that even if found valid and enforceable, would adequately protect our product
candidates, or would be found by a court to be infringed by a competitor’ s technology or product. We may analyze patents or
patent applications of our competitors that we believe are relevant to our activities and consider that we are free to operate in
relation to our product candidates, but our competitors may achieve issued claims, including in patents we consider to be unrelated,
which block our efforts or may potentially result in our product candidates or our activities infringing such claims. The possibility
exists that others will develop products that have the same effect as our products on an independent basis and that do not infringe
our patents or other intellectual property rights or will design around the claims of patents that may issue that cover our products.

Recent or future patent reform legislation could increase the uncertainties and costs surrounding the prosecution of our
patent applications and the enforcement or defense of our issued patents. Under the enacted L eahy-Smith America Invents Act, or
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the America lnvents Act, after March 2013, the United States moved from a“first-to-invent” to a“first-inventor-to-file” system.
Under a “first-inventor-to-file” system, assuming the other requirements for patentability are met, the first inventor to file a patent
application generally will be entitled to a patent on the invention regardless of whether another inventor had made the invention
earlier. The America lnvents Act includes a number of other significant changesto U.S. patent law, including provisions that affect
the way patent applications are prosecuted, redefine prior art and establish a new post-grant review system. The effects of these
changes are currently unclear, asthe USPTO only recently devel oped new regulations and procedures in connection with the
Americalnvents Act and many of the substantive changes to patent law, including the “first-inventor-to-file” provisions. In
addition, the courts have yet to address many of these provisions and the applicability of the America Invents Act and new
regulations on specific patents discussed herein, for which issues have not been determined and would need to be reviewed.
However, the America Invents Act and its implementation could increase the uncertainties and costs surrounding the prosecution
of our patent applications and the enforcement or defense of our issued patents, all of which could have a material adverse effect
on our business and financial condition.

The degree of future protection for our proprietary rightsis uncertain because legal means afford only limited
protection and may not adequately protect our rights or permit usto gain or keep our competitive advantage. For example:

e others may be able to make or use compounds that are similar to the compositions of our product candidates but
that are not covered by the claims of our patents or those of our licensors;

» weor our licensors, as the case may be, may fail to meet our obligations to the U.S. government in regards to any
in-licensed patents and patent applications invented or developed using U.S. government funding, leading to the
loss of patent rights;

» weor our licensors, as the case may be, might not have been the first to file patent applications for these
inventions;

» others may independently develop similar or aternative technologies or duplicate any of our technologies;
* itispossiblethat our pending patent applications will not result in issued patents;

» itispossiblethat there are prior public disclosures that could invalidate our or our licensors' patents, as the case
may be, or parts of our or their patents;

e itispossiblethat others may circumvent our owned or in-licensed patents;

e itispossiblethat there are unpublished applications or patent applications maintained in secrecy that may later
issue with claims covering our products or technology similar to ours;

» thelaws of foreign countries may not protect our or our licensors', as the case may be, proprietary rightsto the
same extent as the laws of the United States,

» the claimsof our owned or in-licensed issued patents or patent applications, if and when issued, may not cover
our product candidates;

» our owned or in-licensed issued patents may not provide us with any competitive advantages, may be narrowed in
scope, or be held invalid or unenforceable as aresult of legal challenges by third parties;

» theinventors of our owned or in-licensed patents or patent applications may become involved with competitors,
develop products or processes which design around our patents, or become hostile to us or the patents or patent
applications on which they are named as inventors,

e itispossiblethat our owned or in-licensed patents or patent applications omit individual (s) that should be listed as
inventor(s) or include individual (s) that should not be listed as inventor(s), which may cause these patents or
patents issuing from these patent applications to be held invalid or unenforceable;

» we have engaged in scientific collaborationsin the past and will continue to do so in the future. Such collaborators
may develop adjacent or competing products to ours that are outside the scope of our patents;

* wemay hot develop additional proprietary technologies for which we can obtain patent protection;
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* itispossiblethat product candidates or diagnostic tests we develop may be covered by third parties' patents or
other exclusiverights; or

« the patents of others may have an adverse effect on our business.

We may enter into license or other collaboration agreementsin the future that may impose certain obligations on us. I f we fail
to comply with our obligations under such future agreements with third parties, we could lose license rights that may be
important to our future business.

In connection with our efforts to expand our pipeline of product candidates, we may enter into certain licenses or other
collaboration agreements in the future pertaining to the in-license of rights to additional product candidates. Such agreements may
impose various diligence, milestone payment, royalty, insurance or other obligations on us. If we fail to comply with these
obligations, our licensor or collaboration partners may have the right to terminate the relevant agreement, in which event we would
not be able to develop or market the products covered by such licenses or agreements.

Moreover, disputes may arise regarding intellectual property subject to alicensing agreement, including:
» the scope of rights granted under the license agreement and other interpretation-related issues;

» theextent to which our product candidates, technology and processes infringe on intellectual property of the
licensor that is not subject to the licensing agreement;

» the sublicensing of patent and other rights under our collaborative development relationships;
» our diligence obligations under the license agreement and what activities satisfy those diligence obligations;

» theinventorship and ownership of inventions and know-how resulting from the joint creation or use of intellectua
property by our licensors and us and our partners; and

» thepriority of invention of patented technology.

In addition, the agreements under which we may license intellectual property or technology from third parties are
complex, and certain provisionsin such agreements may be susceptible to multiple interpretations. The resolution of any contract
interpretation disagreement that may arise could narrow what we believe to be the scope of our rights to the relevant intellectual
property or technology or increase what we believe to be our financia or other obligations under the relevant agreement, either of
which could have a material adverse effect on our business, financial condition, results of operations, and prospects. Moreover, if
disputes over intellectual property that we have licensed prevent or impair our ability to maintain our current licensing
arrangements on commercially acceptable terms, we may be unable to successfully develop and commercialize the affected
product candidates, which could have a material adverse effect on our business, financial conditions, results of operations, and
prospects.

In addition, we may have limited control over the maintenance and prosecution of these in-licensed patents and patent
applications, or any other intellectual property that may be related to our in-licensed intellectual property. For example, we cannot
be certain that such activities by any future licensors have been or will be conducted in compliance with applicable laws and
regulations or will result in valid and enforceable patents and other intellectual property rights. We have limited control over the
manner in which our licensors initiate an infringement proceeding against a third-party infringer of the intellectua property rights
or defend certain of the intellectual property that islicensed to us. It is possible that the licensors' infringement proceeding, or
defense activities may be less vigorous than had we conducted them ourselves.

If we are unable to protect the confidentiality of our trade secrets, the value of our technology could be negatively impacted,
and our business and competitive position would be harmed.

In addition to patent protection, we rely heavily upon know-how and trade secret protection, as well as non-disclosure
agreements and invention assignment agreements with our employees, consultants and third parties, to protect our confidential and
proprietary information, especially where we do not believe patent protection is appropriate or obtainable. In addition to
contractual measures, we try to protect the confidential nature of our proprietary information using physical and technological
security measures. Such measures may not, for example, in the case of misappropriation of atrade secret by an employee or third
party with authorized access, provide adeguate protection for our proprietary information. Our security measures may not prevent
an employee or consultant from misappropriating our trade secrets and providing them to a competitor, and recourse we take
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against such misconduct may not provide an adequate remedy to protect our interests fully. Enforcing aclaim that a party illegally
disclosed or misappropriated a trade secret can be difficult, expensive, and time-consuming, and the outcome is unpredictable. In
addition, trade secrets may be independently developed by others in a manner that could prevent legal recourse by us. If any of our
confidential or proprietary information, such as our trade secrets, were to be disclosed or misappropriated, or if any such
information was independently developed by a competitor, our competitive position could be harmed.

In addition, courts may be unwilling to protect trade secrets. |If we choose to go to court to stop a third-party from
using any of our trade secrets, we may incur substantial costs. These lawsuits may consume our time and other resources even if
we are successful. Although we take steps to protect our proprietary information and trade secrets, including through contractual
means with our employees and consultants, third parties may independently develop substantially equivalent proprietary
information and techniques or otherwise gain access to our trade secrets or disclose our technology.

Thus, we may not be able to meaningfully protect our trade secrets. It is our policy to require our employees,
consultants, outside scientific collaborators, sponsored researchers and other advisors to execute confidentiality agreements upon
the commencement of employment or consulting relationships with us. These agreements provide that all confidential information
concerning our business or financial affairs developed or made known to the individual or entity during the course of the party’s
relationship with usisto be kept confidential and not disclosed to third parties except in specific circumstances. In the case of
employees, the agreements provide that all inventions conceived by the individual, and which are related to our current or planned
business or research and development or made during normal working hours, on our premises or using our equipment or
proprietary information, are our exclusive property. In addition, we take other appropriate precautions, such as physical and
technological security measures, to guard against misappropriation of our proprietary technology by third parties. We also plan to
adopt policies and conduct training that provides guidance on our expectations, and our advice for best practices, in protecting our
trade secrets.

Third-party claims of intellectual property infringement may be costly and time consuming to defend, and could prevent or
delay our product discovery, development and commercialization efforts.

Our commercial success depends in part on our ability to develop, manufacture, market and sell our product
candidates and use our proprietary technologies without infringing the proprietary rights of third parties. There is a substantial
amount of litigation involving patents and other intellectual property rightsin the biotechnology and biopharmaceutical industries,
aswell as administrative proceedings for challenging patents, including interference, derivation, inter partes review, post grant
review, and reexamination proceedings before the USPTO or oppositions and other comparable proceedingsin foreign
jurisdictions. We may be exposed to, or threatened with, future litigation by third parties having patent or other intellectual
property rights alleging that our product candidates and/or proprietary technologiesinfringe their intellectual property rights.
Numerous U.S. and foreign issued patents and pending patent applications, which are owned by third parties, exist in the fieldsin
which we are developing our product candidates. As the biotechnology and biopharmaceutical industries expand and more patents
areissued, the risk increases that our product candidates may give rise to claims of infringement of the patent rights of others.
Moreover, it is not aways clear to industry participants, including us, which patents cover various types of drugs, products or their
methods of use or manufacture. Thus, because of the large number of patents issued and patent applicationsfiled in our fields,
there may be arisk that third parties may allege they have patent rights encompassing our product candidates, technologies or
methods.

If athird-party claims that we infringe its intellectual property rights, we may face anumber of issues, including, but
not limited to:

» infringement and other intellectual property claims which, regardless of merit, may be expensive and time-
consuming to litigate and may divert our management’ s attention from our core business;

» substantial damages for infringement, which we may have to pay if a court decides that the product candidate or
technology at issue infringes on or violates the third party’ s rights, and, if the court finds that the infringement
was willful, we could be ordered to pay treble damages and the patent owner’s attorneys’ fees,

» acourt prohibiting us from devel oping, manufacturing, marketing or selling our product candidates, or from using
our proprietary technologies, unless the third party licenses its product rights to us, which it is not required to do;

» if alicenseisavailable from athird party, we may have to pay substantial royalties, upfront fees and other
amounts, and/or grant cross-licenses to intellectual property rights for our product candidates and any license that
is available may be non-exclusive, which could result in our competitors gaining access to the same intellectual
property; and
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» the need to redesign our product candidates or processes so they do not infringe, which may not be possible or
may require substantial monetary expenditures and time.

In addition, there could be public announcements of the results of hearings, motions or other interim proceedings or
developments, and, if securities analysts or investors perceive these results to be negative, it could have a substantial adverse effect
on the price of our common stock. This type of litigation or proceeding could substantially increase our operating losses and
reduce our resources available for development activities. We may not have sufficient financial or other resources to adequately
conduct such litigation or proceedings. 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. In addition, any uncertainties resulting from the
initiation and continuation of any litigation could have a material adverse effect on our ability to raise the funds necessary to
continue our operations or could otherwise have a material adverse effect on our business, results of operations, financia condition
and prospects. Furthermore, because of the substantial amount of discovery required in connection with intellectual property
litigation or administrative proceedings, thereis arisk that some of our confidential information could be compromised by
disclosure.

Third parties may assert that we are employing their proprietary technology without authorization.

There may be third-party patents of which we are currently unaware with claims to compositions of matter, materials,
formulations, methods of manufacture or methods for treatment that encompass the composition, use or manufacture of our
product candidates. There may be currently pending patent applications of which we are currently unaware which may later result
in issued patents that our product candidates or their use or manufacture may infringe. In addition, third parties may obtain patents
in the future and claim that use of our technologies infringes upon these patents. If any third-party patent were held by a court of
competent jurisdiction to cover our product candidates, intermediates used in the manufacture of our product candidates or our
materials generally, aspects of our formulations or methods of manufacture or use, the holders of any such patent may be able to
block our ability to develop and commercialize the product candidate unless we obtained a license or until such patent expiresor is
finally determined to be held invalid or unenforceable. In either case, such alicense may not be available on commercially
reasonable terms or at all. If we are unable to obtain a necessary license to a third-party patent on commercially reasonable terms,
or a all, our ability to commercialize our product candidates may be impaired or delayed, which could in turn significantly harm
our business. Even if we obtain alicense, it may be non-exclusive, thereby giving our competitors access to the same technologies
licensed to us. In addition, if the breadth or strength of protection provided by our patents and patent applicationsis threatened, it
could dissuade companies from collaborating with usto license, develop or commercialize current or future product candidates.

Parties making claims against us may seek and obtain injunctive or other equitable relief, which could effectively
block our ability to further develop and commercialize our product candidates. Defense of these claims, regardless of their merit,
would involve substantial litigation expense and would be a substantial diversion of employee resources from our business. In the
event of asuccessful claim of infringement against us, we may have to pay substantial damages, including treble damages and
attorneys' feesfor willful infringement, obtain one or more licenses from third parties, pay royalties or redesign our infringing
products, which may be impossible or require substantial time and monetary expenditure. We cannot predict whether any such
license would be available at all or whether it would be available on commercially reasonable terms. Furthermore, even in the
absence of litigation, we may need to obtain licenses from third parties to advance our research or allow commercialization of our
product candidates. We may fail to obtain any of these licenses at areasonable cost or on reasonable terms, if at all. In that event,
we would be unable to further develop and commercialize our product candidates, which could harm our business significantly.

Third parties may assert that our employees or consultants have wrongfully used or disclosed confidential information or
misappropriated trade secrets.

Asis common in the biotechnology and biopharmaceutical industries, we employ individuals who were previously
employed at universities or other biotechnology or biopharmaceutical companies, including our competitors or potential
competitors. Although no claims against us are currently pending, and although we try to ensure that our employees and
consultants do not use the proprietary information or know-how of othersin their work for us, we may be subject to claims that we
or our employees, consultants or independent contractors have inadvertently or otherwise used or disclosed intellectual property,
including trade secrets or other proprietary information, of aformer employer or other third parties. Litigation may be necessary to
defend against these claims. If we fail in defending any such claims, in addition to paying monetary damages, we may lose
valuable intellectual property rights or personnel. Even if we are successful in defending against such claims, litigation or other
legal proceedings relating to intellectual property claims may cause usto incur significant expenses and could distract our
technical and management personnel from their normal responsibilities. In addition, there could be public announcements of the
results of hearings, motions or other interim proceedings or developments, and, if securities analysts or investors perceive these
results to be negative, it could have a substantial adverse effect on the price of our common stock. This type of litigation or
proceeding could substantially increase our operating losses and reduce our resources available for devel opment activities. We
may not have sufficient financial or other resources to adequately conduct such litigation or proceedings. Some of our competitors
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may be able to sustain the costs of such litigation or proceedings more effectively than we can because of their substantially
greater financial resources. Uncertainties resulting from the initiation and continuation of patent litigation or other intellectual
property related proceedings could adversely affect our ability to compete in the marketplace.

Others may claim an ownership interest in our intellectual property, which could expose usto litigation and have a significant
adverse effect on our prospects.

A third party may claim an ownership interest in one or more of our or our licensors patents or other proprietary or
intellectual property rights. A third party could bring legal actions against us and seek monetary damages and/or enjoin clinical
testing, manufacturing and marketing of the affected product or products. While we are presently unaware of any claims or
assertions by third parties with respect to our patents or other intellectual property, we cannot guarantee that a third party will not
assert aclaim or an interest in any of such patents or intellectual property. If we becomeinvolved in any litigation, it could
consume a substantial portion of our resources and cause a significant diversion of effort by our technical and management
personnel. If any of these actions are successful, in addition to any potential liability for damages, we could be required to obtain a
license to continue to manufacture or market the affected product, in which case we may be required to pay substantial royalties or
grant cross-licenses to our patents. We cannot, however, assure you that any such license will be available on commercially
acceptable terms, if at all. Ultimately, we could be prevented from commercializing a product candidate or be forced to cease some
aspect of our business operations as aresult of claims of patent infringement or violation of other intellectual property rights.
Further, the outcome of intellectual property litigation is subject to uncertainties that cannot be adequately quantified in advance,
including the demeanor and credibility of witnesses and the identity of any adverse party. Thisis especially true in intellectual
property cases that may turn on the testimony of experts as to technical facts upon which experts may reasonably disagree.

We may not be successful in obtaining or maintaining necessary rights to develop any future product candidates on acceptable
terms.

Because our programs may involve additional product candidates that may require the use of proprietary rights held by
third parties, the growth of our business may depend in part on our ability to acquire, in-license or use these proprietary rights.

Our product candidates may a so require specific formulations to work effectively and efficiently, and these rights may
be held by others. We may devel op products containing our compounds and pre-existing biotechnology and biopharmaceutical
compounds. We may be unable to acquire or in-license any compositions, methods of use, processes or other third-party
intellectual property rights from third parties that we identify as necessary or important to our business operations. We may fail to
obtain any of these licenses at a reasonable cost or on reasonable terms, if at al, which would harm our business. We may need to
cease use of the compositions or methods covered by such third-party intellectual property rights and may need to seek to develop
alternative approaches that do not infringe on such intellectual property rights which may entail additional costs and development
delays, even if we were able to develop such alternatives, which may not be feasible. Even if we are able to obtain alicense, it may
be non-exclusive, thereby giving our competitors access to the same technologies licensed to us. In that event, we may be required
to expend significant time and resources to develop or license replacement technology.

Thelicensing and acquisition of third-party intellectual property rights is a competitive area, and companies that may
be more established, or that have greater resources than we do, may also be pursuing strategiesto license or acquire third-party
intellectual property rights that we may consider necessary or attractive in order to commercialize our product candidates. More
established companies may have a competitive advantage over us due to their size, cash resources and greater clinical development
and commercialization capabilities. There can be no assurance that we will be able to successfully complete such negotiations and
ultimately acquire the rights to the intellectual property surrounding the additional product candidates that we may seek to acquire.

We may be involved in lawsuits to protect or enforce our patents or the patents of our licensors, or challenging the patent rights
of others, which could be expensive, time-consuming and unsuccessful.

Competitors or other third parties such as chemical and reagent suppliers may infringe our patents or the patents of our
current or future licensors. To counter infringement or unauthorized use, we may be required to file infringement claims, which
can be expensive and time-consuming. In addition, in an infringement proceeding, a court may decide that one or more of our
patentsis not valid or is unenforceable, or may 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 or for other reasons. An adverse result in any litigation or defense proceedings
could put one or more of our patents at risk of being invalidated, held unenforceable, or interpreted narrowly and could put our
patent applications at risk of not issuing. Defense of these claims, regardless of their merit, would involve substantial litigation
expense and would be a substantial diversion of employee resources from our business.

We may choose to challenge the patentability of claimsin athird party’s U.S. patent by requesting that the USPTO
review the patent claims in an ex-parte re-examination, inter partes review or post-grant review proceedings. These proceedings
are expensive and may consume our time or other resources. We may choose to challenge a third party’s patent in patent
opposition proceedings in the European Patent Office, or EPO, or other foreign patent offices. The costs of these opposition
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proceedings could be substantial, and may consume our time or other resources. If we fail to obtain afavorable result at the
USPTO, EPO or other patent offices then we may be exposed to litigation by athird-party alleging that the patent may be infringed
by our product candidates or proprietary technologies.

In addition, because some patent applicationsin the United States may be maintained in secrecy until the patents are
issued, patent applicationsin the United States and many foreign jurisdictions are typically not published until 18 months after
filing, and publicationsin the scientific literature often lag behind actual discoveries, we cannot be certain that others have not
filed patent applications for technology covered by our owned and in-licensed issued patents or our pending applications, or that
weor, if applicable, alicensor were the first to invent or first to file a patent application covering the technology. Our competitors
may have filed, and may in the future file, patent applications covering our products or technology similar to ours. Any such patent
application may have priority over our owned and in-licensed patent applications or patents, which could require usto obtain rights
to issued patents covering such technologies. If another party hasfiled a U.S. patent application on inventions similar to those
owned by or in-licensed to us, we or, in the case of in-licensed technology, the licensor may have to participate in an interference
or derivation proceeding declared by the USPTO to determine priority of invention in the United States. If we or one of our
licensorsis a party to an interference or derivation proceeding involving a U.S. patent application on inventions owned by or in-
licensed to us, we may incur substantial costs, divert management’s time and expend other resources, even if we are successful.

Interference or derivation proceedings provoked by third parties or brought by us or declared by the USPTO may be
necessary to determine the priority of inventions with respect to our patents or patent applications or those of our licensors. An
unfavorable outcome could result in aloss of our current patent rights and could require us to cease using the related technology or
to attempt to license rightsto it from the prevailing party. Our business could be harmed if the prevailing party does not offer usa
license on commercially reasonable terms or at al, or if anon-exclusive licenseis offered and our competitors gain access to the
same technology. Litigation or interference proceedings may result in a decision adverse to our interests and, even if we are
successful, may result in substantial costs and distract our management and other employees. We may not be able to prevent, alone
or with our licensors, misappropriation of our trade secrets or confidential information, particularly in countries where the laws
may not protect those rights as fully as in the United States.

Furthermore, because of the substantial amount of discovery required in connection with intellectual property
litigation, thereis arisk that some of our confidential information could be compromised by disclosure during this type of
litigation. In addition, there could be public announcements of the results of hearings, motions or other interim proceedings or
developments. If securities analysts or investors perceive these results to be negative, it could have a substantial adverse effect on
the price of our common stock.

Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee
payment and other requirements imposed by governmental patent agencies, and our patent protection could be reduced or
eliminated for non-compliance with these requirements.

Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on our owned and in-
licensed issued patents and patent applications are or will be due to be paid to the USPTO and foreign patent agencies in several
stages over the lifetime of the patent. The USPTO and various foreign governmental patent agencies require compliance with a
number of procedural, documentary, fee payment and other provisions during the patent application process and following the
issuance of a patent. While an inadvertent lapse can, in many cases, be cured by payment of alate fee or by other meansin
accordance with the applicable rules, there are situations in which noncompliance can result in abandonment or |apse of the patent
or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Noncompliance events that
could result in abandonment or lapse of a patent or patent application include, but are not limited to, failure to respond to official
actions within prescribed time limits, non-payment of fees and failure to properly legalize and submit formal documents. In certain
circumstances, even inadvertent noncompliance events may permanently and irrevocably jeopardize patent rights. In such an
event, our competitors might be able to enter the market, which would have a material adverse effect on our business.

Any patents, if issued, covering our product candidates could be found invalid or unenforceableif challenged in court or the
USPTO.

If we or one of our licensorsinitiate legal proceedings against athird party to enforce a patent covering one of our
product candidates, the defendant could counterclaim that the patent covering our product candidate, as applicable, isinvalid
and/or unenforceable. In patent litigation in the United States, defendant counterclaims alleging invalidity and/or unenforceability
are commonplace, and there are numerous grounds upon which athird party can assert invalidity or unenforceability of a patent.
Third parties may also raise similar claims before administrative bodiesin the United States or abroad, even outside the context of
litigation. Such mechanisms include re-examination, inter partes review, post-grant review, and equivalent proceedingsin foreign
jurisdictions (e.g., opposition proceedings). Such proceedings could result in revocation or amendment to our patents in such away
that they no longer cover our product candidates. The outcome following legal assertions of invalidity and unenforceability is
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unpredictable. With respect to the validity question, for example, we cannot be certain that there is no invalidating prior art, of
which we, our patent counsel and the patent examiner were unaware during prosecution. If a defendant wereto prevail on alegal
assertion of invalidity and/or unenforceability, or if we are otherwise unable to adequately protect our rights, we would lose at |east
part, and perhaps all, of the patent protection on our product candidates. Such aloss of patent protection could have a material
adverse impact on our business and our ability to commercialize or license our technology and product candidates.

Our earliest patents may expire before, or soon after, our first product achieves marketing approval in the United
States or foreign jurisdictions. Upon the expiration of our current patents, we may lose the right to exclude others from practicing
these inventions. The expiration of these patents could have a similar material adverse effect on our business, results of operations,
financial condition and prospects.

Changesin patent law in the United States and in other jurisdictions could diminish the value of patentsin general, thereby
impairing our ability to protect our products.

Changesin either the patent laws or interpretation of the patent laws in the United States or in other jurisdictions could
increase the uncertainties and costs surrounding the prosecution of patent applications and the enforcement or defense of issued
patents. Assuming that other requirements for patentability are met, prior to March 16, 2013, in the United States, the first to
invent the claimed invention was entitled to the patent, while outside the United States, the first to file a patent application was
entitled to the patent. On March 16, 2013, under the America Invents Act, enacted in September 2011, the United States
transitioned to a “first-inventor-to-file” system in which, assuming that other requirements for patentability are met, the first
inventor to file a patent application will be entitled to the patent on an invention regardless of whether athird party was the first to
invent the claimed invention. A third party that files a patent application in the USPTO on or after March 16, 2013, but before us
could therefore be awarded a patent covering an invention of ours even if we had made the invention before it was made by such
third party. Thiswill require us to be cognizant of the time from invention to filing of a patent application. Since patent
applicationsin the United States and most other countries are confidential for a period of time after filing or until issuance, we
cannot be certain that we or our licensors were the first to either (i) file any patent application related to our product candidates or
(it) invent any of the inventions claimed in our or our licensor’s patents or patent applications.

The America Invents Act also includes a number of significant changes that affect the way patent applications will be
prosecuted and also may affect patent litigation. These include allowing third party submission of prior art to the USPTO during
patent prosecution and additional procedures to attack the validity of apatent by USPTO administered post-grant proceedings,
including post-grant review, inter partes review, and derivation proceedings. Because of alower evidentiary standard in USPTO
proceedings compared to the evidentiary standard in U.S. federal courts necessary to invalidate a patent claim, athird party could
potentially provide evidencein a USPTO proceeding sufficient for the USPTO to hold a claim invalid even though the same
evidence would be insufficient to invalidate the claim if first presented in adistrict court action. Accordingly, athird party may
attempt to use the USPTO proceduresto invalidate our patent claims that would not have been invalidated if first challenged by the
third party as adefendant in adistrict court action. Therefore, the America Invents Act and its implementation could increase the
uncertainties and costs surrounding the prosecution of our owned or in-licensed patent applications and the enforcement or defense
of our owned or in-licensed issued patents, all of which could have a material adverse effect on our business, financial condition,
results of operations, and prospects.

In addition, the patent positions of companies in the development and commercialization of biotechnology and
biopharmaceuticals are particularly uncertain. Recent U.S. Supreme Court rulings have narrowed the scope of patent protection
available in certain circumstances and weakened the rights of patent ownersin certain situations. This combination of events has
created uncertainty with respect to the validity and enforceability of patents, once obtained. Depending on future actions by the
U.S. Congress, the federal courts, and the USPTO, the laws and regulations governing patents could change in unpredictable ways
that could have a material adverse effect on our existing patent portfolio and our ahility to protect and enforce our intellectual
property in the future.

We have limited foreign intellectual property rights and may not be able to protect and enforce our intellectual property rights
throughout the world.

We have limited intellectual property rights outside the United States. Filing, prosecuting and defending patents on
product candidatesin all countries throughout the world would be prohibitively expensive, and our intellectua property rightsin
some countries outside the United States can be less extensive than those in the United States. In addition, the laws of some foreign
countries do not protect intellectual property rights to the same extent as federal and state laws in the United States. Consequently,
we may not be able to prevent third parties from practicing our inventionsin all countries outside the United States, or from selling
or importing products made using our inventions in and into the United States or other jurisdictions. Competitors may use our
technologies in jurisdictions where we have not obtained patent protection to devel op their own products and, further, may export
otherwise infringing products to territories where we have patent protection but where enforcement is not as strong as that in the
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United States. These products may compete with our products in jurisdictions where we do not have any issued patents and our
patent claims or other intellectual property rights may not be effective or sufficient to prevent them from competing.

Many companies have encountered significant problems in protecting and defending intellectual property rightsin
foreign jurisdictions. The legal systems of certain countries, particularly certain developing countries, do not favor the enforcement
of, and may require a compulsory license to, patents, trade secrets and other intellectual property protection, particularly those
relating to biotechnology and biopharmaceutical products, which could make it difficult for us to stop the infringement of our
patents or marketing of competing products against third partiesin violation of our proprietary rights generally. Theinitiation of
proceedings by third parties to challenge the scope or validity of our patent rightsin foreign jurisdictions could result in substantial
cost and divert our efforts and attention from other aspects of our business. Proceedings to enforce our patent rightsin foreign
jurisdictions could result in substantial costs and divert our efforts and attention from other aspects of our business, could put our
patents at risk of being invalidated or interpreted narrowly and our patent applications at risk of not issuing and could provoke
third parties to assert claims against us. We may not prevail in any lawsuits that we initiate and the damages or other remedies
awarded, if any, may not be commercially meaningful. Accordingly, our effortsto enforce our intellectual property rights around
the world may be inadequate to obtain a significant commercial advantage from the intellectual property that we develop or
license.

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

Patents have alimited lifespan. In the United States, if all maintenance fees are timely paid, the natural expiration of a
patent is generally 20 years from its earliest claimed U.S. non-provisional filing date. Various extensions such as patent term
adjustments and/or extensions, may be available, but the life of a patent, and the protection it affords, is limited. Even if patents
covering our product candidates are obtained, once the patent life has expired, we may be open to competition from competitive
products. Given the amount of time required for the development, testing and regulatory review of new product candidates, patents
protecting such candidates might expire before or shortly after such candidates are commercialized. As aresult, our owned and
licensed patent portfolio may not provide us with sufficient rights to exclude others from commercializing products similar or
identical to ours.

If we do not obtain patent term extension and data exclusivity or similar non-U.S. legislation extending the term of protection
covering any product candidates we may develop, our business may be materially harmed.

Depending upon the timing, duration and specifics of any FDA marketing approval of any product candidates we may
develop, one or more of our U.S. patents may be eligible for limited patent term extension under the Drug Price Competition and
Patent Term Restoration Action of 1984, also known as the Hatch-Waxman Amendments. The Hatch-Waxman Amendments
permit a patent term extension of up to five years as compensation for patent term lost during the FDA regulatory review process.
A patent term extension cannot extend the remaining term of a patent beyond atotal of 14 years from the date of product approval,
only one patent may be extended, and only those claims covering the approved drug, a method for using it, or amethod for
manufacturing it may be extended. However, we may not be granted an extension because of, for example, failure to exercise due
diligence during the testing phase or regulatory review process, failure to apply within applicable deadlines, failure to apply prior
to expiration of relevant patents, or otherwise failure 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|ess than we request, our competitors may obtain approval of competing products following our patent
expiration, and our business, financia condition, results of operations, and prospects could be materially harmed.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our
markets of interest and our business may be adversely affected.

Our trademarks or trade names may be challenged, infringed, circumvented or declared generic or determined to be
infringing on other marks. We may not be able to protect our rights to these trademarks and trade names or may be forced to stop
using these names, which we need for name recognition by potential partners or customersin our markets of interest. If we are
unabl e to establish name recognition based on our trademarks and trade names, we may not be able to compete effectively and our
business may be adversely affected.
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Risks Related to Our Reliance on Third Parties

Werely on third partiesto conduct certain aspects of our preclinical studies and clinical trials. If these third parties do not
successfully carry out their contractual duties, meet expected deadlines or comply with regulatory requirements, we may not be
able to obtain regulatory approval of or commercialize any potential product candidates.

We depend, or may depend in the future, upon third parties to conduct certain aspects of our preclinical studies and
clinical trials, under agreements with universities, medical institutions, CROs, strategic collaborators and others. We expect to
have to negotiate budgets and contracts with such third parties, which may result in delays to our development timelines and
increased costs.

Wewill rely especially heavily on third parties over the course of our clinical trids, and, as aresult, will have limited
control over the clinical investigators and limited visibility into their day-to-day activities, including with respect to their
compliance with the approved clinical protocol. Nevertheless, we are responsible for ensuring that each of our trialsis conducted
in accordance with the applicable protocol, legal and regulatory requirements and scientific standards, and our reliance on third
parties does not relieve us of our regulatory responsibilities. We and these third parties are required to comply with GCP
requirements, which are regulations and guidelines enforced by the FDA and comparable foreign regulatory authorities for product
candidatesin clinical development. Regulatory authorities enforce these GCP requirements through periodic inspections of trial
sponsors, clinical investigators and trial sites. If we or any of these third parties fail to comply with applicable GCP requirements,
the clinical data generated in our clinical trials may be deemed unreliable and the FDA or comparable foreign regulatory
authorities may require us to suspend or terminate these trials or perform additional preclinical studies or clinical trials before
approving our marketing applications. We cannot be certain that, upon inspection, such regulatory authorities will determine that
any of our clinical trials comply with the GCP requirements.

Our failure or any failure by these third parties to comply with these regulations or to recruit a sufficient number of
patients may require usto repeat clinical trials, which would delay the regulatory approval process. Moreover, our business may be
implicated if any of these third parties violates federal or state fraud and abuse or false claims laws and regulations or healthcare
privacy and security laws.

Any third parties conducting aspects of our preclinical studiesor clinical trials will not be our employees and, except
for remedies that may be available to us under our agreements with such third parties, we cannot control whether or not they
devote sufficient time and resources to our preclinical studies and clinical programs. These third parties may also have
relationships with other commercial entities, including our competitors, for whom they may a so be conducting clinical trials or
other product development activities, which could affect their performance on our behalf. If these third parties do not successfully
carry out their contractual duties or obligations or meet expected deadlines, if they need to be replaced, or if the quality or accuracy
of the preclinical or clinical datathey obtain is compromised due to the failure to adhere to our protocols or regulatory
requirements or for other reasons or if, due to federal or state orders or absenteeism due to the COVID-19 pandemic, they are
unable to meet their contractual and regulatory obligations, our development timelines, including clinical development timelines,
may be extended, delayed or terminated and we may not be able to complete devel opment of, obtain regulatory approval of or
successfully commercialize our product candidates. As aresult, our financial results and the commercia prospects for our product
candidates would be harmed, our costs could increase and our ability to generate revenue could be delayed.

If any of our relationships with these third-party CROs or others terminate, we may not be able to enter into
arrangements with alternative CROs or other third parties or to do so on commercially reasonable terms.

Switching or adding additional CROs involves additional cost and requires management time and focus. In addition,
there is anatural transition period when anew CRO begins work. As aresult, delays may occur, which can materially impact our
ability to meet our desired development timelines. Though we carefully manage our relationships with our CROs, there can be no
assurance that we will not encounter similar challenges or delays in the future or that these delays or challenges will not have a
material adverse impact on our business, financial condition and prospects.

Werely on third parties for materials, including tissue samples, required for our research and development activities, and if we
are unableto reach agreements with these third parties, our research and development activities would be delayed.

We rely on third parties, primarily hospitals, health clinics and academic ingtitutions, for the provision of tissue
samples and other materials required in our research and devel opment activities. Obtaining these materials requires various
approvals as well as reaching a commercia agreement on acceptabl e terms with the hospital or other provider of the materials.
While we currently have agreements in place with the institutions from which we receive our tissue samples, we do not have any
exclusive arrangements with such sources, and there is no guarantee that we will be able to maintain or renew such agreements on
commercially reasonable terms, if at al. If we were unable to maintain or renew such agreements, we would be forced to seek new
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arrangements with new hospitals, clinics or health institutions. If so, we may not be able to reach agreements with alternative
partners or do so on terms acceptable to us. If we are unable to enter into such agreements, our research and development activities
will be delayed and our ability to implement akey part of our development strategy will be compromised.

We contract with third parties for the manufacture of our product candidates for preclinical development, clinical testing, and
expect to continue to do so for commercialization. Thisreliance on third parties increases the risk that we will not have
sufficient quantities of our product candidates or products or such quantities at an acceptable cost, which could delay, prevent
or impair our development or commercialization efforts.

Werely on third-party contract manufacturers to manufacture our product candidates for preclinical studies and
clinical trials. We do not own manufacturing facilities for producing any clinical trial product supplies. There can be no assurance
that our preclinical and clinical development product supplies will not be limited or interrupted, or that they will be of satisfactory
quality or continue to be available at acceptable prices. For example, the extent to which the COVID-19 pandemic impacts our
ability to procure sufficient supplies for the development of our product candidates will depend on the severity and duration of the
spread of the virus and the actions undertaken to contain COVID-19 or trest its effects. Several vaccinesfor COVID-19 were
granted Emergency Use Authorization by the FDA in late 2020 and early 2021, and more may be authorized in the future. The
resultant demand for vaccines and potential for manufacturing facilities and materials to be commandeered under the Defense
Production Act of 1950, or equivalent foreign legislation, may make it more difficult to obtain materials or manufacturing slots for
the products needed for our clinical trials, which could lead to delaysin these trials. In particular, any replacement of our
manufacturer could require significant effort and expertise because there may be alimited number of qualified replacements.

The manufacturing process for a product candidate is subject to FDA and foreign regulatory authority review.
Suppliers and manufacturers must meet applicable manufacturing requirements and undergo rigorous facility and process
validation tests required by regulatory authoritiesin order to comply with regulatory standards, such as cGMPs. In the event that
any of our manufacturers fails to comply with such requirements or to perform its obligations to usin relation to quality, timing or
otherwise, or if our supply of components or other materials becomes limited or interrupted for other reasons, we may be forced to
manufacture the materials ourselves, for which we currently do not have the capabilities or resources, or enter into an agreement
with another third party, which we may not be able to do on reasonable terms, if at all. In either scenario, our clinical trials could
be delayed significantly as we establish alternative supply sources. In some cases, the technical skills or technology required to
manufacture our product candidates may be unique or proprietary to the original manufacturer and we may have difficulty, or there
may be contractual restrictions prohibiting us from, transferring such skills or technology to a back-up or alternative supplier, or
we may not be able to transfer such skills or technology at all. Furthermore, a manufacturer may possess technology related to the
manufacture of our product candidate that such manufacturer owns independently. These factors would increase our reliance on
such manufacturer or require us to obtain alicense from such manufacturer in order to have another third party manufacture our
product candidates.

In addition, if we are required to change manufacturers for any reason, we will be required to verify that the new
manufacturer maintains facilities and procedures that comply with quality standards and with all applicable regulations and
guidelines. We will also need to verify, such as through a manufacturing comparability study, that any new manufacturer or
manufacturing process will produce our product candidate according to the specifications previously submitted to the FDA or
another regulatory authority. We may be unsuccessful in demonstrating the comparability of clinical supplieswhich could require
the conduct of additional clinical trials. The delays associated with the verification of a new manufacturer could negatively affect
our ability to develop product candidates in atimely manner or within budget.

We expect to continue to rely on third-party manufacturersif we receive regulatory approval for GB0139 or any other
product candidate. To the extent that we have existing, or enter into future, manufacturing arrangements with third parties, we will
depend on these third parties to perform their obligations in atimely manner consistent with contractual and regulatory
requirements, including those related to quality control and assurance. If we are unable to obtain or maintain third party
manufacturing for product candidates, or to do so on commercially reasonable terms, we may not be able to develop and
commercialize our product candidates successfully. Our or athird party’ s failure to execute on our manufacturing requirements
and comply with cGMP could adversely affect our business in a number of ways, including:

* aninability toinitiate or continue clinical trials of product candidates under devel opment;
» delay in submitting regul atory applications, or receiving regulatory approvals, for product candidates;
» lossof the cooperation of an existing or future collaborator;

e subjecting third-party manufacturing facilities or our manufacturing facilities to additional inspections by
regulatory authorities;
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*  requirementsto cease distribution or to recall batches of our product candidates; and

* intheevent of approval to market and commercialize a product candidate, an inability to meet commercial
demands for our products.

Werely on asole supplier or, in some cases, alimited number of suppliers for the manufacture of components of
GB0139 and our other current product candidates. If these suppliers are unable to supply necessary materialsto usin the quantities
we require, or at all, or otherwise default on their supply obligations to us, we may not be able to obtain alternative supplies from
other suppliers on acceptable terms, in atimely manner, or at all. We aso do not have long-term supply agreements with any of
our suppliers. Our current contracts with certain suppliers may be canceled or not extended by such suppliers and, therefore, do not
afford us with protection against areduction or interruption in supplies. Moreover, in the event any of these suppliers breach their
contracts with us, our legal remedies associated with such a breach may be insufficient to compensate us for any damages we may
suffer.

In addition, we contract with fill and finishing providers with the appropriate expertise, facilities and scale to meet our
needs. Failure to maintain cGMP can result in a contractor receiving FDA sanctions, which can impact our ability to operate or
lead to delays in any clinical development programs. We believe that our current fill and finish contractor is operating in
accordance with cGMP, but we can give no assurance that FDA or other regulatory agencies will not conclude that alack of
compliance exists. In addition, any delay in contracting for fill and finish services, or failure of the contract manufacturer to
perform the services as needed, may delay any clinical trials, registration and launches, which could negatively affect our business.
In the future, if we were to advance a biological product candidate into IND-enabling studies, we would need to identify and
contract with suppliers who are able to produce biological product candidates and adhere to additional cGMP compliance
obligations required for biologicals.

We may in the future seek to enter into collaborations with third parties for the development and commercialization of our
product candidates, and our future collaborationswill be important to our business. If we are unable to enter into
collaborations, or if these collaborations are not successful, our business could be adversely affected.

A part of our strategy isto consider partnerships in indications and geographies where we believe partners can add
significant commercial and/or development capabilities. Further, we have limited capabilities for product development and do not
yet have any capability for commercialization. Accordingly, we have entered and may in the future enter into collaborations with
other companies to provide us with important technologies and funding for our programs and technology.

Any future collaborations we enter into may pose a number of risks, including the following:
» collaborators have significant discretion in determining the efforts and resources that they will apply;
» collaborators may not perform their obligations as expected;

» collaborators may not pursue development and commercialization of any product candidates that achieve
regulatory approval or may elect not to continue or renew development or commercialization programs or license
arrangements based on clinical tria results, changes in the collaborators' strategic focus or available funding, or
external factors, such as a strategic transaction that may divert resources or create competing priorities;

» collaborators may delay clinical trials, provide insufficient funding for aclinical trial program, stop aclinical tria
or abandon a product candidate, repeat or conduct new clinical trials or require a new formulation of a product
candidate for clinical testing;

e collaborators could independently develop, or develop with third parties, products that compete directly or
indirectly with our products and product candidates if the collaborators believe that the competitive products are
more likely to be successfully developed or can be commercialized under terms that are more economically
attractive than ours;

»  product candidates discovered in collaboration with us may be viewed by our collaborators as competitive with
their own product candidates or products, which may cause collaborators to cease to devote resources to the
commercialization of our product candidates;

»  collaborators may fail to comply with applicable regulatory requirements regarding the development,
manufacture, distribution or marketing of a product candidate or product;
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»  collaborators 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;

« collaborators may not provide us with timely and accurate information regarding devel opment progress and
activity under any future license agreement, which could adversely impact our ability to report progress to our
investors and otherwise plan development of our product candidates;

» disagreements with collaborators, including disagreements over proprietary rights, contract interpretation or the
preferred course of development, might cause delays or terminations 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;

» collaborators may not properly maintain or defend our intellectual property rights or may use our proprietary
information in such away asto invite litigation that could jeopardize or invalidate our intellectual property or
proprietary information or expose us to potential litigation;

« collaborators may infringe the intellectual property rights of third parties, which may expose us to litigation and
potentia liability;

« if acollaborator of oursisinvolved in a business combination, the collaborator might deemphasize or terminate
the development or commercialization of any product candidate licensed to it by us; and

» collaborations may be terminated by the collaborator, and, if terminated, we could be required to raise additional
capital to pursue further development or commercialization of the applicable product candidates.

If any future collaborations we enter into do not result in the successful discovery, development and
commercialization of product candidates, if one of our collaborators terminates its agreement with us, we may not receive any
future research funding or milestone or royalty payments under such collaboration. All of the risks relating to product
development, regulatory approval and commercialization described in this Annual Report on Form 10-K also apply to the activities
of our collaborators.

Additionally, if one of our collaborators terminates its agreement with us, we may find it more difficult to attract new
collaborators and our perception in the business and financial communities could be adversely affected.

We face significant competition in seeking appropriate collaborators for our product candidates, and the negotiation
process is time-consuming and complex. In order for us to successfully establish a collaboration for one or more of our product
candidates, potential collaborators must view these product candidates as economically valuable in markets they determine to be
attractive in light of the terms that we are seeking and other available products for licensing by other companies. Collaborations
are complex and time-consuming to negotiate and document. In addition, there have been a significant number of recent business
combinations among large biotechnology and biopharmaceutical companies that have resulted in a reduced number of potential
future collaborators. Our ability to reach a definitive agreement for a collaboration will depend, among other things, upon our
assessment of the collaborator’ s resources and expertise, the terms and conditions of the proposed collaboration and the proposed
collaborator’ s evaluation of a number of factors. If we are unable to reach agreements with suitable collaborators on atimely basis,
on acceptable terms, or at al, we may have to curtail the development of a product candidate, reduce or delay its development
program or one or more of our other development programs, delay its potential commercialization or reduce the scope of any sales
or marketing activities, or increase our expenditures and undertake development or commercialization activities at our own
expense. If we elect to increase our expenditures to fund 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 wefail to enter
into future collaborations or 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, bring them to market and generate
revenue from sales of drugs or continue to develop our technology, and our business may be materially and adversely affected.
Even if we are successful in our efforts to establish new strategic collaborations, the terms that we agree upon may not be
favorable to us, and we may not be able to maintain such strategic collaborationsif, for example, development or approval of a
product candidate is delayed or sales of an approved product are disappointing. Any delay in entering into new strategic
collaboration agreements related to our product candidates could delay the development and commercialization of our product
candidates and reduce their competitiveness even if they reach the market.
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Risks Related to Managing Our Business and Operations

The global pandemic of the novel coronavirus disease, COVID-19, has, and may continue to, adversely impact our business,
including our preclinical studiesand clinical trials.

In December 2019, a novel strain of coronavirus disease that causes COVID-19 was identified in Wuhan, China. As of
September 2020, the novel coronavirus (also called SARS-CoV-2) has spread to a number of countries globally, including the
United States, and the disease outbreak was declared a pandemic by the World Health Organization in March 2020. The outbreak
and government measures taken in response have also had a significant impact, both direct and indirect, on businesses and
commerce, as worker shortages have occurred; supply chains have been disrupted; facilities and production have been suspended;
and demand for certain goods and services, such as medical services and supplies, has spiked, while demand for other goods and
services, such astravel, hasfallen. In response to the spread of COVID-19, we closed our executive offices with our administrative
employees continuing their work outside of the office. As of June 15, 2020, we have reopened our executive office and are
analyzing the plan to open the remainder on a case-by-case basis in compliance with applicable local regulation. As aresult of the
COVID-19 pandemic, we have experienced disruptions such as the delay of our planned clinical trials of GB1211 and GB2064 and
opening of our clinical trial sites, and may continue to experience disruptions that could severely impact our business, preclinical
studies and clinical trials, including:

» delaysor difficultiesin commencing enroliment of patientsin our clinical trials, including our Phase 2b clinical
trial of GB0O139in IPF, our planned Phase 2a clinical trial of GB1211 and our planned Phase 2 clinical trial of
GB2064;

» theimpact from potentia delays, including potential difficultiesin clinical siteinitiation, including difficultiesin
recruiting clinical site investigators and clinical site staff;

» diversion of healthcare resources away from the conduct of clinical trias, including the diversion of hospitals
serving asour clinical trial sites and hospital staff supporting the conduct of our clinical trials;

» interruption of key clinical trial activities, such as clinical tria site data monitoring, due to limitations on travel
imposed or recommended by federal or state governments, employers and others or interruption of clinical trial
subject visits and study procedures that are deemed non-essential, which may impact the integrity of subject data
and clinical study endpoaints;

e interruption or delays in the operations of the FDA or other regulatory authorities, which may impact review and
approval timelines,

* interruption of, or delays in receiving, supplies of our product candidates from our contract manufacturing
organi zations due to staffing shortages, production slowdowns or stoppages and disruptions in delivery systems;

» interruptionsin preclinical studies due to restricted or limited operations at our laboratory facility;

* limitations on employee resources that would otherwise be focused on the conduct of our preclinical studies and
clinical trials, including because of sickness of employees or their families or the desire of employeesto avoid
contact with large groups of people; and

» interruption or delaysto our sourced discovery and clinical activities.

The COVID-19 pandemic continues to rapidly evolve. The extent to which the outbreak ultimately impacts our
business, preclinical studies and clinical trials will depend on future developments, which are highly uncertain and cannot be
predicted with confidence, such as the ultimate geographic spread of the disease, the duration of the pandemic, travel restrictions
and socid distancing in the United States and other countries, business closures or business disruptions and the effectiveness of
actions taken in the United States and other countries to contain and treat the disease.

The study of GB0139 in the University of Edinburgh’s STOPCOVID program for COVID-19 isat an early stage and subject to
many risks. A COVID-19 product candidate may be unable to receive approval in a timely manner, if at all, and GB0139 may
never be approved for the treatment of COVID-19.

GBO0139 is being investigated in the DEFINE trial, an investigator-initiated Phase 2 clinical trial, as part of the
University of Edinburgh’s rapid experimental program for COVID-19, STOPCOVID. This program aims to develop and re-
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purpose treatments for COVID-19 patients, with the aim of revealing and targeting the mechanisms controlling the harmful lung
injury, inflammeation and failure of repair that occur in severe COVID-19 disease. While the first patient has been dosed with
GB0139 in aPhase 2 trial, the University of Edinburgh may experience difficulties or delays in enrolling additional patientsin
clinical trials due to the impact of the COVID-19 pandemic or other reasons. In addition to the University of Edinburgh running
the trial, many of the risks related to the development of GB0139 for the treatment of COVID-19 are beyond our control, including
risksrelated to clinical development, the regulatory submission process, and manufacturing delays or difficulties. The results of
any early-stage clinical trials may not be predictive of the results of any later-stage clinical trials. There can be no assurance that
any clinical trial for GB0O139 for the treatment of COVID-19 respiratory failure will ultimately be successful or support further
clinical development. In addition, the interpretation of the data from the DEFINE clinical trial of GB0139 for the treatment of
COVID-19 by the FDA and other regulatory agencies may differ from the University of Edinburgh or our interpretation of such
data and the FDA or other regulatory agencies may require that we conduct additional studies or analyses. Any of these factors
could delay or prevent us from receiving regulatory approval of GB0139 for the treatment of COV1D-19 and there can be no
assurance that it will be approved in atimely manner, if at all. In addition, two vaccines for COVID-19 were granted Emergency
Use Authorization by the FDA in late 2020, and more are likely to be authorized in the coming months. If the COVI1D-19 outbreak
is effectively contained or the risk of coronavirus infection is diminished or eliminated before we can successfully develop and
manufacture our product candidate, the commercial viability of such product candidate may be diminished or eliminated. There
can be no assurance that we will be able to successfully establish a competitive market share for GB0139 for COVID-19, if any.

Further, running a GB0139 trial in COVID-19 patients may result in adverse eventsin patients that may or may not be
attributable to GB0139, but which may have a negative impact on the further development on the GB0139 for IPF program.

Theregulatory pathway for COVID-19 treatmentsis continually evolving, and may result in unexpected or unforeseen
challenges.

The speed at which parties are acting to create and test many therapeutics for COVID-19 is unusual, and evolving or
changing plans or priorities within the FDA, including those based on new knowledge of COVID-19 and how the disease affects
the human body, may significantly affect the regulatory timeline for any COVID-19 product candidates, including GB0139.
Results from ongoing clinical trias, including the DEFINE trial conducted by the University of Edinburgh with GB0139, and
discussions with regulatory authorities may raise new questions and require the redesign of any proposed clinical trials, including
revising proposed endpoints or adding new clinical trial sites or cohorts of subjects. Any such developments could delay the
development timeline for GB0139 as a COVID-19 product candidate and materially increase the cost of the development.

The COVID-19 pandemic may also cause interruptions in logistics necessary for transport of sensitive biological
samples, making them invalid for testing of certain biological compounds, and thus invalidating certain analyses which would
have been important for interpreting the results of the DEFINE study.

We may encounter difficultiesin managing our growth, which could adversely affect our operations.

Asof March 1, 2020, we had 28 full-time employees. As our clinical development and commercialization plans and
strategies develop, and as we transition into operating as a public company, we will need to expand our managerial, clinical,
regulatory, sales, marketing, financial, development, manufacturing and legal capabilities or contract with third parties to provide
these capabilities for us. As our operations expand, we expect that we will need to manage additional relationships with various
strategic collaborators, suppliers and other third parties. Our future growth would impose significant added responsibilities on
members of management, including:

e identifying, recruiting, integrating, maintaining and motivating additional employees;

* managing our development and commercialization efforts effectively, including the clinical and FDA review
process for GB0139 and any other product candidates, while complying with our contractual obligationsto
contractors and other third parties; and

» improving our operational, financial and management controls, reporting systems and procedures.

Our ability to continue to develop and, if approved, commercialize our product candidates will depend, in part, on our
ability to effectively manage any future growth. Our management may also have to divert a disproportionate amount of its
attention away from day-to-day activities in order to devote a substantial amount of time to managing these growth activities.

We currently rely, and for the foreseeable future will continue to rely, in substantial part on certain independent
organizations, advisors and consultants to provide certain services, including contract manufacturers and companies focused on
research and development and discovery activities. There can be no assurance that the services of independent organizations,
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advisors and consultants will continue to be available to us on atimely basis when needed, or that we can find qualified
replacements. In addition, if we are unable to effectively manage our outsourced activities or if the quality, accuracy or quantity of
the services provided is compromised for any reason, our clinical trials may be extended, delayed or terminated, and we may not
be able to obtain, or may be substantially delayed in obtaining, regulatory approval of our product candidates or otherwise advance
our business. There can be no assurance that we will be able to manage our existing consultants or find other competent outside
contractors and consultants on economically reasonable terms, or at all.

If we are not able to effectively expand our organization by hiring new employees and expanding our groups of
consultants and contractors, we may not be able to successfully implement the tasks necessary to further develop and
commercialize GB0139 or any other product candidates and, accordingly, may not achieve our research, development and
commercialization goals.

We recently acquired PharmAkea Inc., or PharmAkea, and may acquire additional technology and complementary
businesses in the future. Acquisitions involve many risks, any of which could materially harm our business, including the diversion
of management’ s attention from core business concerns, failure to effectively exploit acquired technologies, failure to successfully
integrate the acquired business or realize expected synergies or the loss of key employees from either our business or the acquired
businesses.

If we lose key management personnel, or if we fail to recruit additional highly skilled personnel, our ability to develop current
product candidates or identify and develop new product candidates will be impaired, could result in loss of markets or market
share and could make us|ess competitive.

Our ability to compete in the highly competitive biotechnology and biopharmaceutical industries depends upon our
ability to attract and retain highly qualified managerial, scientific and medical personnel. We are highly dependent on our
management, scientific and medical personnel, including Hans T. Schambye, M.D., Ph.D., our Chief Executive Officer and
President, Anders Pedersen, our Chief Operating Officer, Bertil Lindmark, M.D., Ph.D., our Chief Medical Officer and Jonathan
Freve, our Chief Financial Officer. Theloss of the services of any of our executive officers, other key employees, and other
scientific and medical advisors, and our inability to find suitable replacements could result in delays in product development and
harm our business.

We conduct our operations globally from several locations including Copenhagen, Denmark, the United States, the
U.K. and Canada. Competition for skilled personnel in our industry isintense and may limit our ability to hire and retain highly
qualified personnel on acceptable termsor at al.

To induce valuable employees to remain with us, in addition to salary and cash incentives, we have provided stock
options that vest over time. The value to employees of stock options that vest over time may be significantly affected by
movementsin 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, scientific and devel opment
teams may terminate their employment with us on short notice. Our key employees are at-will employees, which means that any of
our employees could leave our employment at any time, with or without notice. We do not maintain “key person” insurance
policies, but we may enter into such policies, on the lives of these individuals or the lives of certain of our employees. Thereisno
guarantee that any “key person” insurance policy we may enter into would adequately compensate us for the [oss of any key
employee. Our success also depends on our ability to continue to attract, retain and motivate highly skilled junior, mid-level and
senior scientific and medical personnel.

We may be unable to adequately protect our information systems from cyberattacks, which could result in the disclosure of
confidential or proprietary information, including personal data, damage our reputation, and subject usto significant financial
and legal exposure.

Our internal computer systems and those of any future collaborators and other contractors or consultants are
vulnerable to damage from computer viruses, phishing or other unauthorized access, natural disasters, terrorism, war and
telecommunication and electrical failures. If such an event were to occur and cause interruptions in our operations, it could result
in adisruption of our development programs and our business operations, financial loss, aloss of our trade secrets or other
proprietary information and damage to our reputation and otherwise negatively impact us. For example, the loss of clinical trial
data from future clinical trials could result in delays in our regulatory approval efforts and significantly increase our coststo
recover or reproduce the data. To the extent that any disruption or security breach were to result in aloss of, or damage to, our data
or applications, or inappropriate disclosure of confidential or proprietary information, we could incur liability, our competitive
position could be harmed and the further development and commercialization of our product candidates could be delayed.
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We rely on information technology systems that we or our third-party providers operate to process, transmit and store
electronic information in our day-to-day operations. In connection with our product discovery efforts, we may collect and use a
variety of personal data, such as names, mailing addresses, email addresses, phone numbers and clinical trial information. A
successful cyberattack could result in the theft or destruction of intellectual property, data, or other misappropriation of assets, or
otherwise compromise our confidential or proprietary information and disrupt our operations. Cyberattacks are increasing in their
frequency, sophistication and intensity, and have become increasingly difficult to detect. Cyberattacks could include wrongful
conduct by hostile foreign governments, industrial espionage, wire fraud and other forms of cyber fraud, the deployment of
harmful malware, denial of service, socia engineering fraud or other means to threaten data security, confidentiality, integrity and
availahility. A successful cyberattack could cause serious negative consequences for us, including, without limitation, the
disruption of operations, the misappropriation of confidential business information, including financial information, trade secrets,
financial loss and the disclosure of corporate strategic plans. Although we devote resources to protect our information systems, we
realize that cyberattacks are athreat, and there can be no assurance that our efforts will prevent information security breaches that
would result in business, legal, financial or reputational harm to us, or would have a material adverse effect on our results of
operations and financial condition. Any failure to prevent or mitigate security breaches or improper access to, use of, or disclosure
of our clinical dataor patients’ personal data could result in significant liability under state (e.g., state breach notification laws),
federal (e.g., HIPAA, as amended by HITECH), and international (e.g., the GDPR) law and may cause a material adverse impact
to our reputation, affect our ability to conduct new studies and potentially disrupt our business.

Werely on our third-party providers to implement effective security measures and identify and correct for any such
failures, deficiencies or breaches. If we or our third-party providers fail to maintain or protect our information technology systems
and dataintegrity effectively or fail to anticipate, plan for or manage significant disruptions to our information technology systems,
we or our third-party providers could have difficulty preventing, detecting and controlling such cyberattacks, and any such attacks
could result in the losses described above as well as disputes with physicians, patients and our partners, regulatory sanctions or
penalties, increases in operating expenses, expenses or lost revenues or other adverse consequences, any of which could have a
material adverse effect on our business, results of operations, financial condition, prospects and cash flows. Any failure by such
third parties to prevent or mitigate security breaches or improper accessto or disclosure of such information could have similarly
adverse consequences for us. If we are unable to prevent or mitigate the impact of such security or data privacy breaches, we could
be exposed to litigation and governmental investigations, which could lead to a potential disruption to our business. By way of
example, the CCPA, which went into effect on January 1, 2020, creates individual privacy rights for California consumers and
increases the privacy and security obligations of entities handling certain persona data. The CCPA provides for civil penalties for
violations, aswell as aprivate right of action for data breaches that is expected to increase data breach litigation. The CCPA may
increase our compliance costs and potential liability, and many similar laws have been proposed at the federal level and in other
states. By way of example regarding foreign laws and regulations with respect to data privacy and security, the GDPR went into
effect in the EU in May 2018 and introduces strict requirements for processing the personal data of EU data subjects. Companies
that must comply with the GDPR face increased compliance obligations and risk, including more robust regulatory enforcement of
data protection requirements and potential fines for noncompliance of up to €20 million or 4% of the annual global revenues of the
noncompliant company, whichever is greater.

We or thethird parties upon whom we depend may be adversely affected by earthquakes or other natural disasters, and our
business continuity and disaster recovery plans may not adequately protect us from any such serious disaster.

Any unplanned event, such as flood, fire, explosion, earthquake, extreme weather condition, medical epidemics, power
shortage, telecommunication failure or other natural or man-made accidents or incidents that result in us being unable to fully
utilize our facilities, or the manufacturing facilities of our third-party contract manufacturers, may have a material and adverse
effect on our ability to operate our business, particularly on a daily basis, and have significant negative consequences on our
financial and operating conditions. Loss of access to these facilities may result in increased costs, delays in the devel opment of our
product candidates or interruption of our business operations. Earthquakes or other natural disasters could further disrupt our
operations and have a material and adverse effect on our business, financial condition, results of operations and prospects. If a
natural disaster, power outage or other event were to occur that prevented us from using al or a significant portion of our
headquarters, that damaged critical infrastructure, such as our research facilities or the manufacturing facilities of our third-party
contract manufacturers, or that otherwise disrupted operations, it may be difficult or, in certain cases, impossible, for usto continue
our business for a substantial period of time.

The disaster recovery and business continuity plans we have in place may prove inadequate in the event of a serious
disaster or similar event. We may incur substantial expenses as aresult of the limited nature of our disaster recovery and business
continuity plans, which could have a material adverse effect on our business. As part of our risk management policy, we maintain
insurance coverage at levels that we believe are appropriate for our business. However, in the event of an accident or incident at
these facilities, we cannot assure you that the amounts of insurance will be sufficient to satisfy any damages and losses. If our
facilities, or the manufacturing facilities of our third-party contract manufacturers, are unable to operate because of an accident or
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incident or for any other reason, even for a short period of time, any or all of our research and development programs may be
harmed.

Unfavorable global economic conditions could adversely affect our business, financial condition or results of operations.

Our results of operations could be adversely affected by general conditionsin the global economy and in the global
financial markets. Portions of our future clinical trials may be conducted outside of the United States and unfavorable economic
conditions resulting in the weakening of the U.S. dollar would make those clinical trials more costly to operate. Furthermore, the
most recent global financial crisis caused extreme volatility and disruptionsin the capital and credit markets. A severe or
prolonged economic downturn, including due to the impact of the COVID-19 pandemic, could result in avariety of risksto our
business, including a reduced ahility to raise additional capital when needed on acceptable terms, if at all. A weak or declining
economy or international trade disputes could also strain our suppliers, some of which are located outside of the United States,
possibly resulting in supply disruption. Any of the foregoing could harm our business and we cannot anticipate al of the waysin
which the current economic climate and financial market conditions could adversely impact our business.

Theincreasing use of social media platforms presents new risks and challenges.

Social mediaisincreasingly being used to communicate about our clinical development programs and the diseases our
therapeutics are being devel oped to treat, and we intend to utilize appropriate social mediain connection with our
commercialization efforts following approval of our product candidates, if any. Social media practices in the biotechnology and
biopharmaceutical industry continue to evolve and regulations and regulatory guidance relating to such use are evolving and not
always clear. This evolution creates uncertainty and risk of honcompliance with regulations applicable to our business, resulting in
potential regulatory actions against us, along with the potential for litigation related to off-label marketing or other prohibited
activities and heightened scrutiny by the FDA, the SEC and other regulators. For example, patients may use social media channels
to comment on their experience in an ongoing blinded clinical trial or to report an alleged adverse event. If such disclosures occur,
thereisarisk that trial enrollment may be adversely impacted, that we may fail to monitor and comply with applicable adverse
event reporting obligations or that we may not be able to defend our business 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 candidates.
Thereisalso arisk of inappropriate disclosure of sensitive information or negative or inaccurate posts or comments about us on
any socia networking website. In addition, we may encounter attacks on social media regarding our company, management,
product candidates or products. If any of these events were to occur or we otherwise fail to comply with applicable regulations, we
could incur liability, face regulatory actions or incur other harm to our business.

The estimates of market opportunity and forecasts of market growth included in this Annual Report on Form 10-K or that we
may otherwise provide may prove to be inaccurate, and even if the markets in which we compete achieve the forecasted growth,
our business may not grow at similar rates, or at all.

Market opportunity estimates and growth forecasts included in this Annual Report on Form 10-K or that we may
otherwise provide are subject to significant uncertainty and are based on assumptions and estimates which may not prove to be
accurate. The estimates and forecasts included in this Annual Report on Form 10-K relating to size and expected growth of our
target market may prove to be inaccurate. Even if the markets in which we compete meet the size estimates and growth forecasts
included in this Annual Report on Form 10-K, our business may not grow at similar rates, or at all. Our growth is subject to many
factors, including our success in implementing our business strategy, which is subject to many risks and uncertainties.

Our employees, independent contractors, consultants, commercial partners, collaborators and vendors may engagein
misconduct or other improper activities, including noncompliance with regulatory standards and requirements.

We are exposed to the risk of employee fraud or other illegal activity by our employees, independent contractors,
consultants, commercial partners, collaborators and vendors. Misconduct by these parties could include intentional, reckless and/or
negligent conduct that fails to comply with the laws of the FDA and other similar foreign regulatory bodies, provide true, complete
and accurate information to the FDA and other similar foreign regulatory bodies, comply with manufacturing standards we have
established, comply with healthcare fraud and abuse laws in the United States and similar foreign fraudulent misconduct laws, or
report financial information or data accurately or to disclose unauthorized activities to us. If we obtain FDA approval of any of our
product candidates and begin commercializing those products in the United States, our potential exposure under such laws will
increase significantly, and our costs associated with compliance with such laws will also increase. These laws may impact, anong
other things, our current activities with principal investigators and research patients, as well as proposed and future sales,
marketing and education programs. We have a code of business conduct and ethics, but it is not always possible to identify and
deter misconduct by our employees, independent contractors, consultants, commercia partners and vendors, 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 afailure to comply with these laws or
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regulations. If any actions are instituted against us and we are not successful in defending ourselves or asserting our rights, those
actions could result in the imposition of civil, criminal and administrative penalties, damages, monetary fines, imprisonment,
disgorgement, possible exclusion from participation in government healthcare programs, additional reporting obligations and
oversight if we become subject to a corporate integrity agreement or other agreement to resolve allegations of non-compliance
with these laws, contractual damages, reputational harm, diminished profits and future earnings and the curtailment of our
operations.

We use and generate materials that may expose us to material liability.

Our research programs involve the use of hazardous materials and chemicals, which are currently only handled by
third parties. We are subject to foreign, federal, state and local environmental and health and safety laws and regulations
governing, among other matters, the use, manufacture, handling, storage and disposal of hazardous materials and waste products
such as human tissue samples that may have the potential to transmit diseases. We may incur significant costs to comply with these
current or future environmental and health and safety laws and regulations. In addition, we cannot completely eliminate the risk of
contamination or injury from hazardous materials and may incur material liability as aresult of such contamination or injury. In
the event of an accident, an injured party may seek to hold us liable for any damages that result. Any liability could exceed the
limits or fall outside the coverage of our workers' compensation, property and business interruption insurance and we may not be
able to maintain insurance on acceptable terms, if at all. We currently carry no insurance specifically covering environmental
claims.

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

We are subject to numerous environmental, health and safety laws and regulations, including those governing
laboratory procedures and the handling, use, storage, treatment and disposal of hazardous materials and wastes. Our research and
development activities involve the use of biological and hazardous materials and produce hazardous waste products. We or our
CROs generally contract with third parties for the disposal of these materials and wastes. We cannot eliminate the risk of
contamination or injury from these materials, which could cause an interruption of our commercialization efforts, research and
development efforts and business operations, environmental damage resulting in costly clean-up and liabilities under applicable
laws and regulations governing the use, storage, handling and disposal of these materials and specified waste products. Although
we believe that the safety procedures utilized by our third-party manufacturers for handling and disposing of these materials
generally comply with the standards prescribed by these laws and regulations, we cannot guarantee that this is the case or eliminate
the risk of accidental contamination or injury from these materials. In such an event, we may be held liable for any resulting
damages and such liability could exceed our resources and state or federal or other applicable authorities may curtail our use of
certain materials and/or interrupt our business operations. Furthermore, environmental laws and regulations are complex, change
frequently and have tended to become more stringent. We cannot predict the impact of such changes and cannot be certain of our
future compliance. In addition, we may incur substantial costsin order to comply with current or future environmental, health and
safety laws and regulations. These current or future laws and regulations may impair our research, development or production
efforts. Failure to comply with these laws and regulations also may result in substantial fines, penalties or other sanctions.

Although we maintain workers' compensation insurance to cover us for costs and expenses, we may incur dueto
injuries to our employees resulting from the use of hazardous materials or other work-related injuries, this insurance may not
provide adequate coverage against potential liabilities. We do not carry specific biological waste or hazardous waste insurance
coverage, workers' compensation or property and casualty and general liability insurance policies that include coverage for
damages and fines arising from biological or hazardous waste exposure or contamination.

Compliance with governmental regulations regarding the treatment of animals used in research could increase our operating
costs, which would adversely affect the commercialization of our products.

The Anima Welfare Act, or AWA, isthe federal law that covers the treatment of certain animals used in research.
Currently, the AWA imposes awide variety of specific regulations that govern the humane handling, care, treatment and
transportation of certain animals by producers and users of research animals, most notably relating to personnel, facilities,
sanitation, cage size, and feeding, watering and shipping conditions. Third parties with whom we contract are subject to
registration, inspections and reporting requirements under the AWA and comparable rules, regulations, and or obligations that may
exist in many foreign jurisdictions. Furthermore, some states have their own regulations, including general anti-cruelty legislation,
which establish certain standards in handling animals. Comparable rules, regulations, and/or obligations exist in many foreign
jurisdictions. If we or our contractors fail to comply with regulations concerning the treatment of animals used in research, we may
be subject to fines and penalties and adverse publicity, and our operations could be adversely affected.
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Changesin U.S. tax law could adversely affect our financial condition and results of operations.

Therules dealing with U.S. federal, state, and local income taxation are constantly under review by persons involved
in the legidlative process and by the Internal Revenue Service, or IRS, and the U.S. Treasury Department. Changes to tax laws
(which changes may have retroactive application) could adversely affect us or holders of our common stock. In recent years, many
such changes have been made and changes are likely to continue to occur in the future. For example, on March 27, 2020, President
Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act or the CARES Act, which included certain
changesin tax law intended to stimulate the U.S. economy in light of the COV1D-19 coronavirus outbreak, including temporary
beneficial changes to the treatment of net operating losses, interest deductibility limitations and payroll tax matters. Future changes
in U.S. tax laws could have a material adverse effect on our business, cash flow, financial condition or results of operations. We
urge investors to consult with their legal and tax advisors regarding the implications of potential changesin U.S. tax laws on an
investment in our common stock.

Unanticipated changes in effective tax rates or adverse outcomes resulting from examination of our income or other tax
returns could expose us to greater than anticipated tax liabilities.

The tax laws applicable to our business, including the laws of Denmark, Sweden, the United States, and other
jurisdictions, are subject to interpretation and certain jurisdictions may aggressively interpret their lawsin an effort to raise
additional tax revenue. The taxing authorities of the jurisdictions in which we operate may challenge our methodol ogies for
valuing intercompany arrangements or our revenue recognition policies, which could increase our worldwide effective tax rate and
harm our financial position and results of operations. It is possible that tax authorities may disagree with certain positions we have
taken and any adverse outcome of such areview or audit could have a negative effect on our financial position and results of
operations. Further, the determination of our worldwide provision for income taxes and other tax liabilities requires significant
judgment by management, and there are transactions where the ultimate tax determination is uncertain. Although we believe that
our estimates are reasonable, the ultimate tax outcome may differ from the amounts recorded in our consolidated financial
statements and may materially affect our financial resultsin the period or periods for which such determination is made.

Our corporate structure and intercompany arrangements are subject to the tax laws of various jurisdictions, and we could be
obligated to pay additional taxes, which would harm our results of operations.

Based on our current corporate structure, we are subject to taxation in several jurisdictions around the world with
increasingly complex tax laws, the application of which can be uncertain. The amount of taxes we pay in these jurisdictions could
increase substantially as aresult of changesin the applicable tax principles, including increased tax rates, new tax laws or revised
interpretations of existing tax laws and precedents. The authorities in these jurisdictions could review our tax returns or require us
tofiletax returnsin jurisdictions in which we are not currently filing, and could impose additional tax, interest, and penalties.
These authorities could a so claim that various withhol ding regquirements apply to us or our subsidiaries and assert that benefits of
tax treaties are not available to us or our subsidiaries. The relevant taxing authorities may determine that the manner in which we
operate our business does not achieve the intended tax consequences. If such a disagreement were to occur, and our position was
not sustained, we could be required to pay additional taxes, interest, and penalties. Such authorities could claim that various
withholding requirements apply to us or our subsidiaries or assert that benefits of tax treaties are not available to us or our
subsidiaries. Any increase in the amount of taxes we pay or that are imposed on us could increase our worldwide effective tax rate.

Severa countriesin which we are located allow for tax incentives to attract and retain business. We have obtained
incentives where available and practicable. Our taxes could increase if certain tax incentives are retracted, which could occur if we
are unable to satisfy the conditions on which such incentives are based, if they are not renewed upon expiration, or if tax rates
applicable to usin such jurisdictions otherwise increase. It is not anticipated that any material tax incentives will expire within the
next year. However, due to the possibility of changesin existing tax law and our operations, we are unable to predict how any
expirations will impact us in the future. In addition, acquisitions may cause our effective tax rate to increase, depending on the
jurisdictions in which the acquired operations are located.

Certain of our subsidiaries may provide financing, products and services to, and may undertake certain significant
transactions with, us or other of our subsidiaries in different jurisdictions. Severa jurisdictions in which we operate have tax laws
with detailed transfer pricing rulesthat require all transactions with non-resident related parties be priced using arm’s length
pricing principles, and that contemporaneous documentation must exist to support such pricing. Thereisarisk that the taxing
authorities may not deem our transfer pricing documentation acceptable. In addition, the Organization for Economic Cooperation
and Devel opment continues to issue guidelines and proposals related to Base Erosion and Profit Shifting which may result in
legidative changes that could reshape international tax rulesin numerous countries and negatively impact our effective tax rate.



Our ability to use our net operating loss carryforwards and certain tax credit carryforwards may be subject to limitation.

We have net operating loss carryforwards and tax credit carryforwards for U.S. federal and state income tax purposes
which begin to expirein future years. Additionally, under Section 382 of the Internal Revenue Code of 1986, as amended, or the
Code, changes in our ownership may limit the amount of our net operating loss carryforwards and tax credit carryforwards that
could be utilized annually to offset our future taxable income, if any. This limitation would generally apply in the event of a
cumulative change in ownership of our company of more than 50 percentage points within athree-year period. Any such limitation
may significantly reduce our ability to utilize our net operating loss carryforwards and tax credit carryforwards before they expire.
Public offerings, private placements and other transactions that have occurred since our inception, may trigger such an ownership
change pursuant to Section 382. Any such limitation, whether as the result of a prior public offering, prior private placements,
sales of our common stock by our existing stockholders or additional sales of our common stock by us, could have a material
adverse effect on our results of operations in future years. The reduction of the corporate tax rate under the Tax Cuts and Jobs Act
of 2017, or the Tax Cuts and Jobs Act, may cause a reduction in the economic benefit of our net operating loss carryforwards and
other deferred tax assets available to us. Our ahility to utilize those net operating loss carryforwards could be limited by an
“ownership change” as described above, which could result in increased tax liability to us.

Risks Related to Our Common Stock
The price of our stock may be volatile, and you could lose all or part of your investment.

Thetrading price of our common stock is likely to be highly volatile and could be subject to wide fluctuationsin
response to various factors, some of which are beyond our control, including limited trading volume. In addition to the factors
discussed in this “Risk Factors’ section and elsewhere in this Annual Report on Form 10-K, these factors include:

»  the commencement, enrollment or results of our current Phase 2b clinical trial of GB0139;

» any delay inidentifying and advancing a clinical candidate for our other development programs;

» any delay in our regulatory filings for GB0139 or our other product candidates and any adverse development or
perceived adverse development with respect to the applicable regulatory authority’s review of such filings,
including, without limitation, the FDA’ sissuance of a“refusal to file” letter or arequest for additional
information;

e adverseresultsor delaysin futureclinical trials;

e our decisiontoinitiateaclinical trial, not to initiate aclinical trial or to terminate an existing clinical trial;

e adverseregulatory decisions, including failure to receive regulatory approval of GB0139 or any other product
candidate;

» changesin laws or regulations applicable to GB0139 or any other product candidate, including, but not limited to,
clinical trial requirements for approvals;

»  adverse developments concerning our manufacturers,

» ourinability to obtain adequate product supply for any approved product or inability to do so at acceptable prices;
* ourinability to establish collaborations, if needed;

»  our failureto commercialize our product candidates, if approved;

» additions or departures of key scientific or management personnel;

e unanticipated serious safety concerns related to the use of GB0139 or any other product candidate;

e introduction of new products or services offered by us or our competitors;

e announcements of significant acquisitions, strategic partnerships, joint ventures or capital commitments by us or
our competitors;
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* our ability to effectively manage our growth;
» actua or anticipated variations in quarterly operating results;
e our cash position;

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

»  publication of research reports about us or our industry, or product candidates in particular, or positive or negative
recommendations or withdrawal of research coverage by securities analysts;

» changesin the market valuations of similar companies;

» changesin the structure of the healthcare payment systems;

» overal performance of the equity markets;

» sadesof our common stock by us or our stockholdersin the future;
» trading volume of our common stock;

» changesin accounting practices;

» ineffectiveness of our internal controls,

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

e significant lawsuits, including patent or stockholder litigation;
e genera political and economic conditions; and
»  other events or factors, many of which are beyond our control.

In addition, the stock market in general, and the market for biotechnology and biopharmaceutical companiesin
particular, have experienced extreme price and volume fluctuations that have often been unrelated or disproportionate to the
operating performance of these companies, including as aresult of the COVID-19 pandemic. Broad market and industry factors
may negatively affect the market price of our common stock, regardless of our actual operating performance. Y ou may not realize
any return on your investment in us and may lose some or al of your investment. In the past, securities class action litigation has
often been instituted against companies following periods of volatility in the market price of a company’s securities. This type of
litigation, if instituted, could result in substantial costs and a diversion of management’ s attention and resources.

We do not intend to pay dividends on our common stock, so any returnswill be limited to the value of our stock.

We currently anticipate that we will retain future earnings for the devel opment, operation and expansion of our
business and do not anticipate declaring or paying any cash dividends for the foreseeabl e future. Furthermore, future debt or other
financing arrangements may contain terms prohibiting or limiting the amount of dividends that may be declared or paid on our
common stock. Any return to stockholders will therefore be limited to the appreciation of their stock.

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

Asof Mach 25, 2020, our executive officers, directors and their affiliates beneficially hold, in the aggregate,
approximately 7.3% of our outstanding voting stock. These stockholders, acting together, would be able to significantly influence
all matters requiring stockholder approval. For example, these stockholders would be able to significantly influence 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 or offers for our common stock that you may fed are
in your best interest as one of our stockholders.
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We are an emerging growth company, and we cannot be certain if the reduced reporting requirements applicable to emerging
growth companies will make our common stock less attractive to investors.

We are an EGC as defined in the JOBS Act, enacted in April 2012. For aslong as we continue to be an EGC, we may
take advantage of exemptions from various reporting requirements that are applicable to other public companies that are not EGCs,
including not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, or
Section 404, reduced disclosure obligations regarding executive compensation and our periodic reports and proxy statements and
exemptions from the requirements of holding nonbinding advisory votes on executive compensation and stockholder approval of
any golden parachute payments not previously approved. We may remain an EGC until December 31, 2025, although
circumstances could cause usto lose that status earlier. We will remain an EGC until the earlier of (i) the last day of the fiscal year
(a) following the fifth anniversary of the completion of our initial public offering, or IPO, (b) in which we have total annual gross
revenue of at least $1.07 hillion or (c) in which we are deemed to be alarge accelerated filer, which requires the market value of
our common stock that is held by non-affiliates to exceed $700.0 million as of the prior June 30th, and (ii) the date on which we
have issued more than $1.0 billion in non-convertible debt during the prior three-year period.

We may choose to take advantage of some, but not all, of the avail able exemptions. We have taken advantage of
reduced reporting obligations by providing only two years of audited financial statements. We cannot predict whether investors
will find our common stock less attractive if werely on certain or all of these exemptions. If some investors find our common
stock less attractive as aresult, there may be aless active trading market for our common stock and our stock price may be more
volatile.

Under the JOBS Act, EGCs can also delay adopting new or revised accounting standards until such time as those
standards apply to private companies, which may make our financial statements less comparable to companies that comply with
new or revised accounting pronouncements as of public company effective dates.

We will incur significant increased costs as a result of operating as a public company, and our management will be required to
devote substantial time to new compliance initiatives.

As apublic company, we incur, and we will continue to incur significant legal, accounting and other expenses. We are
subject to the reporting requirements of the Exchange Act, which require, among other things, that we file with the SEC annual,
quarterly and current reports with respect to our business and financial condition. In addition, the Sarbanes-Oxley Act, aswell as
rules subsequently adopted by the SEC and The Nasdag Global Select Market to implement provisions of the Sarbanes-Oxley Act,
impose significant requirements on public companies, including requiring establishment and maintenance of effective disclosure
and financia reporting controls and changes in corporate governance practices. Further, in July 2010, the Dodd-Frank Wall Street
Reform and Consumer Protection Act, or the Dodd-Frank Act, was enacted. There are significant corporate governance and
executive compensation related provisions in the Dodd-Frank Act that require the SEC to adopt additional rules and regulationsin
these areas such as “say on pay” and proxy access. Recent |egislation permits EGCs to implement many of these requirements over
alonger period and up to five years from the pricing of our 1PO. Stockholder activism, the current political environment and the
current high level of government intervention and regulatory reform may lead to substantial new regulations and disclosure
obligations, which may lead to additional compliance costs and impact the manner in which we operate our business in ways we
cannot currently anticipate.

We expect the rules and regulations applicable to public companies to substantially increase our legal and financial
compliance costs and to make some activities more time-consuming and costly. If these requirements divert the attention of our
management and personnel from other business concerns, they could have an adverse effect on our business. The increased costs
will decrease our net income or increase our net 1oss, and may require us to reduce costs in other areas of our business or increase
the prices of our products or services. For example, we expect these rules and regulations to make it more difficult and more
expensive for usto obtain director and officer liability insurance, and we may be required to incur substantial costs to maintain the
same or similar coverage. We cannot predict or estimate the amount or timing of additional costs we may incur to respond to these
requirements. The impact of these requirements could also make it more difficult for usto attract and retain qualified persons to
serve on our board of directors, our board committees or as executive officers.

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

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

We will be required to disclose changes made in our internal controls and procedures on a quarterly basis, and our
management will be required to assess the effectiveness of these controls annually. However, for as long as we are an EGC, our
independent registered public accounting firm will not be required to attest to the effectiveness of our internal controls over
financial reporting pursuant to Section 404. We could be an EGC for up to five years. An independent assessment of the
effectiveness of our internal controls over financial reporting could detect problems that our management’ s assessment might not.
Undetected material weaknessesin our internal controls over financial reporting could lead to restatements of our financial
statements and require us to incur the expense of remediation.

Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud.

We are subject to certain reporting requirements of the Exchange Act. Our disclosure controls and procedures are
designed to reasonably assure that information required to be disclosed by usin reports we file or submit under the Exchange Act
is accumulated and communicated to management, recorded, processed, summarized and reported within the time periods
specified in the rules and forms of the SEC. We believe that any disclosure controls and procedures or internal controls and
procedures, no matter how well conceived and operated, can provide only reasonable, not absol ute, assurance that the objectives of
the control system are met. These inherent limitations include the realities that judgments in decision-making can be faulty, and
that breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual acts of
some persons, by collusion of two or more people or by an unauthorized override of the controls. Accordingly, because of the
inherent limitationsin our control system, misstatements or insufficient disclosures due to error or fraud may occur and not be
detected.

A significant portion of our total outstanding shares are eligible to be sold into the market in the near future, which could
cause the market price of our common stock to drop significantly, even if our business is doing well.

Sales of a substantial number of shares of our common stock in the public market, or the perception in the market that
the holders of alarge number of sharesintend to sell shares, could reduce the market price of our common stock. As of March 18,
2021, we had 25,261,832 shares of common stock outstanding. This includes the 6,342,207 shares that were sold in our PO,
which may be resold in the public market immediately without restriction, unless purchased by our affiliates or existing
stockholders. The remaining shares are currently restricted as a result of securities laws or lock-up agreements but will become
eligible to be sold at various times after the IPO. Moreover, beginning 180 days after the completion of our 1PO, holders of an
aggregate of 18,658,643 shares of our common stock will have rights, subject to specified conditions, to require usto file
registration statements covering their shares or to include their sharesin registration statements that we may file for ourselves or
other stockholders. We also registered all shares of common stock that we may issue under our equity compensation plans. These
shares can be freely sold in the public market upon issuance, subject to volume limitations applicable to affiliates and the lock-up
agreements entered into in connection with our 1PO.

We have broad discretion in the use of our existing cash and cash equivalents and may not use them effectively.

Our management has broad discretion in the application of our existing cash and cash equivalents. Because of the
number and variability of factors that will determine our use of our existing cash and cash equivalents, their ultimate use may vary
substantially from their currently intended use. Our management might not apply our existing cash and cash equivalentsin ways
that ultimately increase the value of our common stock. The failure by our management to apply these funds effectively could
harm our business. Pending their use, we may invest our cash and cash equivalentsin short-term, investment-grade, interest-
bearing securities. These investments may not yield afavorable return to our stockholders. If we do not invest or apply our cash
and cash equivaents in ways that enhance stockholder value, we may fail to achieve expected financial results, which could cause
our stock price to decline.
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Anti-takeover provisions under our charter documents and Delaware law could delay or prevent a change of control, which
could limit the market price of our common stock and may prevent or frustrate attempts by our stockholdersto replace or
remove our current management.

Our amended and restated certificate of incorporation and amended and restated bylaws, contain provisions that could
delay or prevent a change of control of our company or changesin our board of directors that our stockholders might consider
favorable. Some of these provisionsinclude:

» aboard of directors divided into three classes serving staggered three-year terms, such that not all members of the
board will be elected at one time;

» aprohibition on stockholder action through written consent, which requires that all stockholder actions be taken at
ameeting of our stockholders;

* areguirement that special meetings of stockholders be called only by the board of directors acting pursuant to a
resolution approved by the affirmative vote of a majority of the directors then in office;

» advance notice requirements for stockholder proposals and nominations for election to our board of directors;

e arequirement that no member of our board of directors may be removed from office by our stockholders except
for cause and, in addition to any other vote required by law, upon the approval of not less than two-thirds of all
outstanding shares of our voting stock then entitled to vote in the election of directors;

» arequirement of approval of not less than two-thirds of all outstanding shares of our voting stock to amend any
bylaws by stockholder action or to amend specific provisions of our certificate of incorporation; and

» the authority of the board of directorsto issue convertible preferred stock on terms determined by the board of
directors without stockholder approval and which convertible preferred stock may include rights superior to the
rights of the holders of common stock.

In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the General
Corporation Law of the State of Delaware, or DGCL, which may prohibit certain business combinations with stockholders owning
15% or more of our outstanding voting stock. These anti-takeover provisions and other provisionsin our amended and restated
certificate of incorporation and amended and restated bylaws could make it more difficult for stockholders or potential acquirers to
obtain control of our board of directors or initiate actions that are opposed by the then-current board of directors and could also
delay or impede a merger, tender offer or proxy contest involving our company. These provisions could also discourage proxy
contests and make it more difficult for you and other stockholders to elect directors of your choosing or cause usto take other
corporate actions you desire. Any delay or prevention of a change of control transaction or changes in our board of directors could
cause the market price of our common stock to decline.

If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our
stock price and trading volume could decline.

The trading market for our common stock will depend in part on the research and reports that securities or industry
analysts publish about us or our business. Securities and industry analysts do not currently, and may never, publish research on our
company. If no securities or industry analysts commence coverage of our company, the trading price for our stock would likely be
negatively impacted. In the event securities or industry analysts initiate coverage, if one or more of the analysts who covers us
downgrades our stock or publishes inaccurate or unfavorable research about our business, our stock price may decline. If one or
more of these analysts ceases coverage of our company or fails to publish reports on us regularly, demand for our stock could
decrease, which might cause our stock price and trading volume to decline.

Our amended and restated bylaws will designate certain courts as the exclusive forum for certain litigation that may be initiated
by our stockholders, which could limit our stockholders' ability to litigate disputes with usin a different judicial forum.

Pursuant to our amended and restated bylaws, unless we consent in writing to the selection of an aternative forum, the
Court of Chancery of the State of Delaware will be the sole and exclusive forum for any state law claimsfor: (i) any derivative
action or proceeding brought on our behalf; (ii) any action asserting a claim of breach of afiduciary duty or other wrongdoing by
any of our directors, officers, employees or agentsto us or our stockholders; (iii) any action asserting a claim arising pursuant to
any provision of the DGCL, our amended and restated certificate of incorporation or our amended and restated bylaws; (iv) any
action to interpret, apply, enforce or determine the validity of our certificate of incorporation or bylaws; or (v) any action asserting
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aclaim governed by the internal affairs doctrine, in each case subject to the Court of Chancery having personal jurisdiction over
the indispensabl e parties named as defendants therein, or the Delaware forum provision. The Delaware forum provision will not
apply to any causes of action arising under the Securities Act or the Exchange Act. Unless we consent in writing to the selection of
an alternate forum, the United States District Court for the District of Delaware shall be the sole and exclusive forum for resolving
any complaint asserting a cause of action arising under the Securities Act, or the federal forum provision, as we are incorporated in
the State of Delaware. In addition, our amended and restated bylaws provide that any person or entity purchasing or otherwise
acquiring any interest in shares of our capital stock is deemed to have notice of and consented to the Delaware forum provision and
the federal forum provision; provided, however, that stockholders cannot and will not be deemed to have waived our compliance
with the U.S. federal securities laws and the rules and regulations thereunder.

The Delaware forum provision and the federal forum provision may impose additional litigation costs on stockholders
in pursuing any such claims, particularly if the stockholders do not reside in or near the State of Delaware. In addition, these forum
selection clauses in our bylaws may limit our stockholders' ability to bring aclaim in ajudicial forum that they find favorable for
disputes with us or our directors, officers or employees, which may discourage such lawsuits against us and our directors, officers
and employees even though an action, if successful, might benefit our stockholders. In addition, while the Delaware Supreme
Court ruled in March 2020 that federal forum selection provisions purporting to require claims under the Securities Act be brought
in federal court are “facially valid” under Delaware law, there is uncertainty as to whether other courts will enforce our federal
forum provision. The federal forum provision may also impose additional litigation costs on stockholders who assert the provision
is not enforceable or invalid, and if the federal forum provision is found to be unenforceable, we may also incur additional costs
associated with resolving such matters. The Court of Chancery of the State of Delaware and the United States District Court for the
District of Delaware may aso reach different judgments or results than would other courts, including courts where a stockhol der
considering an action may be located or would otherwise choose to bring the action, and such judgments may be more or less
favorable to us than our stockholders.

Our issuance of additional capital stock in connection with financings, acquisitions, investments, our stock incentive plans or
otherwise will dilute all other stockholders.

We expect to issue additional capital stock in the future that will result in dilution to all other stockholders. We expect
to grant equity awards to employees, directors, and consultants under our stock incentive plans. We may also raise capital through
equity financings in the future. As part of our business strategy, we may acquire or make investments in complementary
companies, products, or technologies and issue equity securitiesto pay for any such acquisition or investment. Any such issuances
of additional capital stock may cause stockholders to experience significant dilution of their ownership interests and the per share
value of our common stock to decline.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

As of December 31, 2020, the facilities that we lease are the following:

Approximate Lease

L ocation Primary Use Squar e Footage Expiration Date Renewal Option
Ole Maaloes Vg 3, DK-2200 Copenhagen N, Offiice space 2,476 October 31, One three-year

Denmark 2021 term

Evergreen House North, Grafton Place, London, . August 31,
NW1 2DX Office space 749 5022 None
Sahlgrenska Science Park AB, Medicinaregatan 8A, . September 7,

413 90 Gothenburg, Sweden Cinlgesps s £ 2022 ONEEET )

We believe that our current facilities are sufficient to meet our current and near-term needs and that, should it be
needed, suitable additional space will be available.

Item 3. Legal Proceedings.
We are not party to any material legal matters or claims. In the future, we may become party to legal matters and
claimsarising in the ordinary course of business. We cannot predict the outcome of any such legal matters or claims, and despite

the potential outcomes, the existence thereof may have an adverse impact on us because of defense and settlement costs, diversion
of management resources and other factors.
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Item 4. Mine Safety Disclosures.

Not applicable.
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PART 11
Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand Issuer Purchases of Equity Securities.

Our common stock began trading on the Nasdaq Global Select Market on October 29, 2020 under the symbol
“GLTO". Prior to that time, there was no established public trading market for our common stock. On March 25, 2021, the closing
price of our common stock was $6.39 per share.

Holders of Record

Asof March 25, 2021, we had 25,261,832 outstanding shares of common stock and no outstanding shares of preferred
stock. At March 25, 2021, there were 67 holders of record of our common stock. Because many of our shares are held by brokers
and other institutions on behalf of stockholders, we are unable to estimate the total number of beneficial holders represented by
these record holders.

Dividends

We have never declared or paid any cash dividends on our capital stock. We currently intend to retain all available
funds and any future earnings for use in the operation of our business and do not anticipate paying any dividends on our common
stock in the foreseeable future. Any future determination to declare dividends will be made at the discretion of our board of
directors and will depend on our financial condition, operating results, capital requirements, general business conditions and other
factors that our board of directors may deem relevant.

Securities authorized for issuance under equity compensation plans

The information required by Item 5 will be included in our Definitive Proxy Statement to be filed with the Securities
and Exchange Commission with respect to our 2021 Annual Meeting of Stockholders and is incorporated herein by reference.

Recent Sales of Unregistered Securities

In the three years preceding the filing of this registration statement, we have issued the following securities that were
not registered under the Securities Act. No underwriters were involved in the sales and the certificates representing the securities
sold and issued contain legends restricting transfer of the securities without registration under the Securities Act or an applicable
exemption from registration.

(a) I'ssuances of Capital Stock

In October 2018, certain investors purchased an aggregate of 688,408 shares of our Series C-1 preferred stock for
approximately £12,859,461.44 at $22.58 per share, or $15,544,690.74 at $22.58 per share assuming a 1USD:1.1066 Euro exchange
rate.

In October 2018, certain investors purchased an aggregate of 1,284,795 shares of our Series C-2 preferred stock for
approximately £29,999,963.25 at $26.88 per share, or $36,241,428.92 at $26.88 per share assuming a 1USD:1.1066 Euro exchange
rate.

In December 2019, certain investors purchased an aggregate of 417,014 shares of our Series C-3 preferred stock for
approximately £29,999,963.25 at $25.61 per share, or $10,678,432.49 at $25.61 per share assuming a 1USD:1.1066 Euro exchange
rate.

In January 2020, certain investors purchased an aggregate of 1,199,143 shares of our Series C-4 preferred stock for
approximately £27,880,074.80 at £23.35 per share, or $30,853,949.4 at $25.73 per share assuming a 1USD:1.1019 Euro exchange
rate.

In January 2020, certain investors purchased an aggregate of 342,612 shares of our Series C-5 preferred stock for
approximately £7,965,729 at £23.35 per share, or $8,815,406.76 at $25.73 per share assuming a 1USD:1.1019 Euro exchange rate.

In September 2020, certain investors purchased an aggregate of 2,368,118 shares of our Series D preferred stock for
approximately $64,199,979 at $27.11 per share.
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The offers and sales of the securities described above were deemed to be exempt from registration pursuant to Section
4(a)(2) of the Securities Act, including Regulation D and Rule 506 promulgated thereunder, as transactions by an issuer not
involving a public offering. All of the purchasers in these transactions represented to us in connection with their purchase that they
were acquiring the securities for investment and not distribution, that they could bear the risks of the investment and could hold the
securities for an indefinite period of time. Such purchasers received written disclosures that the securities had not been registered
under the Securities Act and that any resale must be made pursuant to a registration or an available exemption from such
registration. All of the foregoing securities are deemed restricted securities for the purposes of the Securities Act.

(b) Grants and Exercises of Stock Options

Since January 1, 2017, we have granted stock options to purchase an aggregate of 2,538,411 shares of our common
stock, net of forfeitures, with aweighted average exercise price of $4.67 per share, to certain employees, directors and consultants
pursuant to the 2020 Stock Option and Grant Plan.

Theissuances of the securities described above were deemed to be exempt from registration pursuant to Section
4(a)(2) of the Securities Act or Rule 701 promulgated under the Securities Act as transactions pursuant to compensatory benefit
plans. The shares of common stock issued upon the exercise of options are deemed to be restricted securities for purposes of the
Securities Act.

Use of proceeds from registered securities

On November 2, 2020, we completed our initial public offering, or PO, in which we issued and sold 6,342,207 shares
of common stock, $0.00001 par value per share, including 675,540 shares of common stock sold pursuant to the underwriters
exercise of their option to purchase additional shares of common stock. The offer and sale of the sharesin the PO was registered
under the Securities Act pursuant to registration statements on Form S-1 (File No. 333-249369), which was filed with the SEC on
October 7, 2020 and subsequently amended and declared effective on October 28, 2020, or the Prospectus. The underwriters of the
offering were BofA Securities, Inc., SVB Leerink LLC and Credit Suisse Securities (USA) LLC and Kempen & Co U.SA, Inc.

We raised approximately $86.3 million in net proceeds after deducting underwriting discounts and commissions of
$6.7 million and other offering expenses of approximately $2.1 million payable by us. No underwriting discounts and commissions
or offering expenses were paid directly or indirectly to any of our directors of officers (or their associates) or persons owning ten
percent or more of any class of our equity securities or to any other affiliates.

As of December 31, 2020, we have not used the net proceeds from our initial public offering. We have invested the
unused net proceeds from the offering in money market accounts. We expect to use the net proceeds from the offering described in
our final prospectus filed pursuant to Rule 424(b)(4) under the Securities Act with the SEC on October 30, 2020, to fund our
clinical development programs, including for GB0139, GB1211 and GB2064.

Issuer Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None.
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Item 6. Selected Financial Data.

The following selected consolidated financial data should be read together with our consolidated financial statements
and accompanying notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
appended to this Annual Report on Form 10-K. The selected consolidated financia datain this section are not intended to replace
our consolidated financial statements and the related notes. Our historical results are not necessarily indicative of the results that
may be expected in the future.

The selected consolidated statement of operations and consolidated balance sheet data for the years ended December
31, 2020 and 2019 are derived from our audited consolidated financia statements appended to this Annual Report on Form 10-K
(in thousands, except share and per share data).

Year Ended
December 31,
2020 2019
Operating expenses
Research and devel opment $ 24627 $ 19,738
Purchased in-process research and devel opment — 16,788
Genera and administrative 9,010 2,445
Total operating expenses 33,637 38,971
Loss from operations (33,637) (38,971)
Other income (expense), net (1,200) 2,464
Net loss $ (34837) $ (36,507)
Dividends on convertible preferred stock — (5,560)
Net loss attributable to common stockholders $ (34837) $ (42,067)
Net loss per common share—basic and diluted $ (762) $ (161.82)
Weighted-average number of shares used in computing net
loss per common share—basic and diluted 4,572,702 259,966

(1)  SeeNotes 2 and 13 to our consolidated financial statements as of and for the years ended December 31, 2020 and 2019 for a
description of how we compute basic and diluted net loss per share and the weighted-average number of shares used in the
computation of these per share amounts.

As of December 31,

2020 2019
Balance Sheet Data:
Cash and cash equivalents $ 163582 $ 11,294
Total assets 171,596 56,609
Working capital @ 163,729 48,153
Total liabilities 6,107 8,138
Convertible preferred stock — 119,619
Accumulated deficit (104,360) (69,523)
Total stockholders' deficit 165,489 (71,148)

(@  Wedefine working capital as current assets less current liabilities. See our consolidated financial statements and related
notes included at the end of this Annual Report on Form 10-K for further details regarding our current assets and current
lighilities.
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I[tem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

We are aclinical -stage biotechnology company developing therapeutics that are designed to target the biological
processes that lie at the heart of fibrosis and impact a broad range of fibrotic and related diseases, including cancer. Our initial
focusis on the development of small-molecule inhibitors of galectin-3 and lysyl oxidase-like 2, or LOXL2, which play key rolesin
regulating fibrosis. We believe our product candidates are distinct from the current generation of antifibrotic agents and have the
potential to significantly improve patients’ clinical outcomes and enhance their quality of life.

Our lead product candidate isin Phase 2b clinical development and our other product candidates and research
initiatives are in early stages of clinical and preclinical development. Our ability to generate revenue from product sales sufficient
to achieve profitability will depend heavily on the successful development and eventual commercialization of one or more of our
product candidates. Our operations to date have been financed primarily from our initial public offering, or IPO, the issuance of
convertible preferred shares and convertible notes. Since inception, we have had significant operating losses. Our net loss was
$34.8million and $36.5 million for the years ended December 31, 2020 and 2019, respectively. As of December 31, 2020, we had
an accumulated deficit of $104.4 million and $163.6 million in cash and cash equivalents.

Galecto, Inc. was incorporated in Delaware in October 2019. Sharesin Galecto Biotech AB, a Swedish operating
company, were exchanged at a one-to-one ratio for shares in Galecto, Inc. in acommon control/tax-free reorganization. On
December 31, 2019, Galecto, Inc. and PharmAkea Inc., or PharmAkea, consummated the purchase agreement, whereby Galecto,
Inc. acquired PharmAkeain principally an all-stock transaction. As of December 31, 2020, the Company’ s wholly owned
subsidiaries were PharmAkea, Galecto Securities Corporation and Galecto Biotech AB. Galecto ApS, a Danish operating
company, was Galecto Biotech AB’s wholly owned subsidiary. The consolidated statements of operations and comprehensive loss,
convertible preferred shares and stockholders' deficit and cash flows for the year ended December 31, 2020 are that of Galecto,
Inc. and for the year ended December 31, 2019 are that of Galecto Biotech AB.

Cash used to fund operating expenses isimpacted by the timing of when we pay these expenses, as reflected in the
change in our accounts payable and accrued expenses. We expect to continue to incur net losses for the foreseeable future, and we
expect our research and devel opment expenses, general and administrative expenses, and capital expenditures will continue to
increase. In particular, we expect our expenses to increase as we continue our development of, and seek regulatory approvals for,
our product candidates, as well as hire additional personnel, pay fees to outside consultants, lawyers and accountants, and incur
other increased costs associated with being a public company. In addition, if and when we seek and obtain regulatory approval to
commercialize any product candidate, we will also incur increased expenses in connection with commercialization and marketing
of any such product. Our net losses may fluctuate significantly from quarter-to-quarter and year-to-year, depending on the timing
of our clinical trials and our expenditures on other research and development activities.

Based upon our current operating plan, we believe that our existing cash and cash equivalents of $163.6 million as of
December 31, 2020, will be sufficient to continue funding our development activities into 2024. We have based this estimate on
assumptions that may prove to be wrong, and we could exhaust our available capital resources sooner than we expect. To finance
our operations beyond that point we will need to raise additional capital, which cannot be assured.

To date, we have not had any products approved for sale and, therefore, have not generated any product revenue. We
do not expect to generate any revenues from product sales unless and until we successfully complete development and obtain
regulatory approval for one or more of our product candidates. If we obtain regulatory approval for any of our product candidates,
we expect to incur significant commercialization expenses related to product sales, marketing, manufacturing and distribution. As
aresult, until such time, if ever, that we can generate substantial product revenue, we expect to finance our cash needs through
equity offerings, debt financings or other capital sources, including collaborations, licenses or similar arrangements. However, we
may be unable to raise additional funds or enter into such other arrangements when needed or on favorable terms, if at al. Any
failure to raise capital as and when needed could have a negative impact on our financial condition and on our ability to pursue our
business plans and strategies, including our research and development activities. If we are unable to raise capital, we will need to
delay, reduce or terminate planned activities to reduce costs.

The COVID-19 pandemic, which began in December 2019 and has spread worldwide, has caused many governments
to implement measures to slow the spread of the outbreak through quarantines, travel restrictions, heightened border scrutiny and
other measures. The outbreak and government measures taken in response have also had a significant impact, both directly and
indirectly, on businesses and commerce, as worker shortages have occurred; supply chains have been disrupted; facilities and
production have been suspended; and demand for certain goods and services, such as medical services and supplies, has spiked,
while demand for other goods and services, such astravel, has fallen. The future progression of the outbreak and its effects on our
business and operations are uncertain.

In response to the impact of COVID-19, we have implemented certain measures intended to help us manage its impact
and position ourselves to resume operations quickly and efficiently once these restrictions are lifted, such as executing a work-
from-home strategy for administrative functions and operations.
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Despite our implementation of such measures, the actual and perceived impact of the COVID-19 pandemic is
changing daily, and its ultimate effect on us cannot be predicted. To date, the COV1D-19 pandemic has caused delays in certain of
our studies, including (i) recruitment of our ongoing Phase 2b trial of GB0139 in IPF patients, which has resulted in certain trial
protocol amendments and increased costs and (i) initiation of our planned clinical trials of GB1211 and GB2064. We cannot
assure you that we will not experience additional negative impacts associated with COVID-19, which could be significant.

The COVID-19 pandemic may negatively impact our business, financial condition and results of operations by decreasing or
delaying the enrollment of patientsin our clinical trials or otherwise causing interruptions or delaysin our programs and services.
See “Risk Factors—Risks Related to Managing Our Business and Operations—The global pandemic of the novel coronavirus
disease, COVID-19, has, and may continue to, adversely impact our business, including our preclinical studiesand clinical trials’
for more information regarding the potential impact of COV1D-19 on our business and operations.

Components of Operating Results
Operating Expenses

Our operating expenses since inception have consisted primarily of research and development expenses and general
and administrative costs.

Research and Devel opment

Our research and devel opment expenses consist primarily of costs incurred for the development of our product
candidates and our drug discovery efforts, which include:

»  personnel costs, which include salaries, benefits and equity-based compensation expense;

* expensesincurred under agreements with consultants, and third-party contract organizations that conduct research
and development activities on our behalf;

» costsrelated to sponsored research service agreements;

» costsrelated to production of preclinical and clinical materials, including fees paid to contract manufacturers;
» |aboratory and vendor expenses related to the execution of preclinical studies and planned clinical trials;

e |aboratory supplies and equipment used for internal research and development activities; and

e acquired in-process research and devel opment programs.

We expense all research and devel opment costs in the periods in which they are incurred, including for acquired in-
process research and development. Costs for certain research and development activities are recognized based on an evaluation of
the progress to completion of specific tasks using information and data provided to us by our vendors and third-party service
providers.

From time to time, we obtain grants from public and private funds for our research and devel opment projects. The
grant income for a given period is recognized as a cost reimbursement and is typically based on the time and the costs that we have
spent on the specific project during that period.

We have historically met the requirements to receive atax credit in Denmark of up to $0.9 million and $0.8 million
per year in both years ended December 31, 2020 and 2019, respectively, for losses resulting from research and development costs
of up to $4.1 million and $3.8 million per year in the year-ended December 31, 2020 and 2019, respectively. Thetax creditis
reported as a reduction to research and development expense in the consolidated statements of operations.

Our direct research and devel opment expenses are not currently tracked on a program-by-program basis. We use our
personnel and infrastructure resources across multiple research and development programs directed toward identifying and
developing product candidates. The majority of our clinical spending in the years ended December 31, 2020 and 2019 was on
GB0139. In the years ended December 31, 2020 and 2019, we advanced our GB1211 program from pre-clinical through early
clinical development. We acquired our GB2064 program from PharmAkea on December 31, 2019.
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We expect our research and devel opment expenses to increase substantially for the foreseeabl e future as we continue
to invest in research and devel opment activities related to developing our product candidates, including investments in conducting
clinical trials, manufacturing and otherwise advancing our programs. The process of conducting the necessary clinical research to
obtain regulatory approval is costly and time-consuming, and the successful development of our product candidatesis highly
uncertain.

Because of the numerous risks and uncertainties associated with product development and the current stage of
development of our product candidates and programs, we cannot reasonably estimate or know the nature, timing and estimated
costs necessary to complete the remainder of the development of our product candidates or programs. We are also unable to
predict if, when, or to what extent we will obtain approval and generate revenues from the commercialization and sale of our
product candidates. The duration, costs and timing of preclinical studies and clinical trials and development of our product
candidates will depend on a variety of factors, including:

»  successful completion of preclinical studiesand initiation of clinical trials for GB0139, our other current product
candidates and any future product candidates;

»  successful enrollment and completion of our Phase 2b clinical trial for GB0139, our planned clinical trials for
GB2064 and GB1211, and any clinical trials for future product candidates;

e datafrom our clinical programs that support an acceptable risk-benefit profile of our product candidates in the
intended patient popul ations;

e acceptance by the FDA, regulatory authorities in Europe, Health Canada or other regulatory agencies of the IND
applications, clinical trial applications and/or other regulatory filings for GB0139, our other current product
candidates and any future product candidates,

* expansion and maintenance of aworkforce of experienced scientists and others to continue to develop our product
candidates;

»  successful application for and receipt of marketing approvals from applicable regulatory authorities;

»  obtainment and maintenance of intellectual property protection and regulatory exclusivity for our product
candidates,

e arrangements with third-party manufacturers for, or establishment of, commercial manufacturing capahilities;

e establishment of sales, marketing and distribution capabilities and successful launch of commercial sales of our
products, if and when approved, whether alone or in collaboration with others;

e acceptance of our products, if and when approved, by patients, the medical community and third-party payors;
o effective competition with other therapies;

»  obtainment and maintenance of coverage, adequate pricing and adequate reimbursement from third-party payors,
including government payors,

*  maintenance, enforcement, defense and protection of our rightsin our intellectual property portfolio;

» avoidance of infringement, misappropriation or other violations with respect to others' intellectual property or
proprietary rights; and

*  maintenance of acontinued acceptable safety profile of our products following receipt of any marketing
approvals.

We may never succeed in achieving regulatory approval for any of our product candidates. We may obtain unexpected
results from our preclinical studies and clinical trials. We may elect to discontinue, delay or modify clinical trials of some product
candidates or focus on others. A change in the outcome of any of these factors could mean a significant change in the costs and
timing associated with the development of our current and future preclinical and clinical product candidates. For example, if the
FDA or another regulatory authority were to require usto conduct clinical trials beyond those that we currently anticipate will be
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required for the completion of clinical development, or if we experience significant delays in execution of or enrollment in any of
our preclinical studiesor clinical trials, we could be required to expend significant additional financial resources and time on the
completion of preclinical and clinical development.

Research and devel opment activities account for a significant portion of our operating expenses. We expect our
research and development expenses to increase for the foreseeable future as we continue to implement our business strategy, which
includes advancing GB0139 through clinical development and other product candidates further into clinical devel opment,
expanding our research and development efforts, including hiring additional personnel to support our research and devel opment
efforts, and seeking regulatory approvals for our product candidates that successfully complete clinical trials. In addition, product
candidatesin later stages of clinical development generally incur higher development costs than those in earlier stages of clinical
development, primarily due to the increased size and duration of later-stage clinical trials. As aresult, we expect our research and
development expenses to increase as our product candidates advance into later stages of clinical development. However, we do not
believe that it is possible at this time to accurately project total program-specific expenses through commercialization. There are
numerous factors associated with the successful commercialization of any of our product candidates, including future trial design
and various regulatory requirements, many of which cannot be determined with accuracy at this time based on our stage of
development.

General and Administrative Expenses

Our general and administrative expenses consist primarily of personnel costs, depreciation expense and other expenses
for outside professional services, including legal, human resources, audit and accounting services and facility-related fees not
otherwise included in research and devel opment expenses. Personnel costs consist of salaries, benefits and equity-based
compensation expense, for our personnel in executive, finance and accounting, business operations and other administrative
functions. We expect our general and administrative expenses to increase over the next several years to support our continued
research and development activities, manufacturing activities, increased costs of expanding our operations and operating as a
public company. These increases will likely include increases related to the hiring of additional personnel and legal, regulatory and
other fees and services associated with maintaining compliance with Nasdaq listing rules and SEC requirements, director and
officer insurance premiums and investor relations costs associated with being a public company.

Other Income (Expense), Net
Our other income (expense), net is comprised of
»  Foreign exchange: The functional currency of our subsidiaries in Denmark and Sweden is the Euro. Transactions
denominated in currencies other than the Euro result in exchange gains and losses that are recorded in our
statements of operations.
» Fair value adjustment on derivative and tranche obligations: We have recorded tranche obligations with respect to
milestone closings of our sale and issuance of Series C-2 preferred stock in October 2018. The milestone closings

of the Series C preferred stock were committed to in December 2019 with the Series C preferred stock and
proceeds received in January 2020.
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Results of Operations
Comparison of the Years Ended December 31, 2020 and 2019
The following sets forth our results of operations for the years ended December 31, 2020 and 2019:

Year Ended December 31, Change
2020 2019 Amount Per cent
(in thousands)

Operating expenses

Research and devel opment $ 24627 $ 19738 $ 4,889 25%
Purchased in-process research and devel opment — 16,788 (16,788)  (100%)
General and administrative 9,010 2,445 6,565 269%
Total operating expenses 33,637 38,971 (5,334) (14%)
Loss from operations (33,637) (38,971) 5,334 (14%)
Other income (expense), net (1,200) 2,464 (3664) (149%)
Net loss $ (34837) $ (36507) $ 1,670 (5%)

Research and development expenses
Research and devel opment expenses were comprised of:

Year Ended December 31,

2020 2019 Change
(in thousands)
Preclinical studies and clinical trial-related activities $ 10289 $ 14042 $  (3,753)
Chemistry, manufacturing and control 8,229 3,207 5,022
Personnel 3,752 2,116 1,636
Consultants and other costs 2,357 373 1,984
Total research and devel opment expenses $ 24627 $ 19738 $ 4,889

Research and development expenses were $24.6 million for the year ended December 31, 2020, compared to $19.7
million for the year ended December 31, 2019. The increase of $4.9 million was primarily related to an increase in chemistry,
manufacturing and control, or CMC activities of $5.0 million and clinical consulting expenses of $2.0 million related to our Phase
2b study of GB0139 and preparations for a Phase 2a study of GB1211, aswell as an increase in personnel costs of $1.6 million.
The increase was partially offset by lower clinical expenses of $3.7 million primarily due to fewer pre-clinical activitiesin 2020 as
compared to 2019, aswell asclinical tria start-up costs incurred in 2019 that were not present in 2020.

Purchased in-process research and development expense

Purchased in-process research and development expense for the year ended December 31, 2019 relates to our GB2064
program, which we acquired from PharmAkea on December 31, 2019. There were no purchased in-process research and
development expenses incurred for the year-ended December 31, 2020.

General and administrative expenses

Genera and administrative expenses were $9.0 million for the year ended December 31, 2020, compared to
$2.4 million for the year ended December 31, 2019. The increase of $6.6 million was primarily related to an increase in costs
indirectly related to our PO such as consultant costs of $1.6 million and accounting fees of $2.0 million and an increasein
personnel costs of $1.5 million as we build our in-house staff, public company costs of $0.6 million and legal and other fees of
$0.9 million.
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Other income (expense), net

Other income (expense), net for the year ended December 31, 2020 and 2019 were a net expense of $1.2 million for
the year ended December 31, 2020, compared to a net income of $2.5 million for the year ended December 31, 2019. The decrease
of $3.7 million was due to the following:

* Net foreign exchange loss of $1.2 million for the year ended December 31, 2020 compared to a net foreign
exchange gain of $0.6 million for the year ended December 31, 2019.

*  Wehad no fair value adjustments on our tranche obligations in the year ended December 31, 2020. Fair value
adjustments on our tranche obligations relating to the sale of our Series C-2 preferred stock in October 2018 were
a$1.9 million gain for the year ended December 31, 2019.

Liquidity and Capital Resour ces
Sources of Liquidity

Our operations to date have been financed primarily through our recent PO, the issuance of convertible preferred
shares and convertible notes. On November 2, 2020, we completed an 1PO of our common stock and issued and sold 6,342,207
shares of common stock at a public offering price of $15.00 per share, including 675,540 shares of common stock sold pursuant to
the underwriters’ exercise of their option to purchase additional shares of common stock, resulting in net proceeds of $86.3 million
after deducting underwriting discounts and commissions and estimated offering expenses. Since inception, we have had significant
operating losses. Our net loss was $34.8 million and $36.5 million for the years ended December 31, 2020 and 2019, respectively.
As of December 31, 2020, we had an accumulated deficit of $104.4 million and $163.6 million in cash and cash equivalents. Our
primary use of cash isto fund operating expenses, which consist primarily of research and development expenditures, and to a
lesser extent, general and administrative expenditures. Cash used to fund operating expenses isimpacted by the timing of when we
pay these expenses, as reflected in the change in our outstanding accounts payable and accrued expenses.

Cash Flows

The following table summarizes our cash flows for the periods indicated:

Year Ended
December 31,
2020 2019

(in thousands)
Net cash used in operating activities $ (38203) $ (19,326)
Net cash used in investing activities — (326)
Net cash provided by financing activities 187,389 —
Net increase (decrease) in cash and cash equivalents $ 149186 $ (19,652)

Net Cash Used in Operating Activities

Cash used in operating activities of $38.2 million during the year ended December 31, 2020 was attributable to our net
loss of $34.8 million together with anet decrease of $4.6 million in our working capital, offset by an increase of $0.2 millionin
non-cash amortization of right of use lease asset and accretion of the lease liability and $1.0 million in non-cash stock-based
compensation.

Cash used in operating activities of $19.3 million during the year ended December 31, 2019 was attributable to our net
loss of $36.5 million together with non-cash items of $1.8 million principally with respect to fair value adjustments on our tranche
obligations, offset by purchased in-process research and development of $16.8 million and a net increase of $2.2 million in our
working capital.

Net Cash Used in Investing Activities
We had no cash used in or provided by investing activities for the year ended December 31, 2020.

Investing activities in the year ended December 31, 2019 are comprised of transaction costs with respect to our
acquisition of PharmAkealess PharmAkea’ s book balance of cash on the date of acquisition.

100



Net Cash Provided by Financing Activities

Cash provided by financing activities for the year ended December 31, 2020 was $187.4 million comprised of net
proceeds of $39.7 million from the issuance of our Series C convertible preferred shares in January 2020, net proceeds
$61.4 million from the issuance of Series D convertible preferred stock in September 2020 and net proceeds of $86.3 million from
our 1PO in November 2020.

We had no cash used in or provided by financing activities for the year ended December 31, 2019.
Funding Requirements

Any product candidates we may develop may never achieve commercialization and we anticipate that we will continue
to incur losses for the foreseeabl e future. We expect that our research and development expenses, general and administrative
expenses, and capital expenditures will continue to increase. As aresult, until such time, if ever, as we can generate substantial
product revenue, we expect to finance our cash needs through a combination of equity offerings, debt financings or other capital
sources, including potentially collaborations, licenses and other similar arrangements. Our primary uses of capital are, and we
expect will continue to be, compensation and related expenses; costs related to third-party clinical research, manufacturing and
development services; costs relating to the build-out of our headquarters and other offices, our laboratories and our manufacturing
facility; license payments or milestone obligations that may arise; laboratory expenses and costs for related supplies; clinical costs;
manufacturing costs; legal and other regulatory expenses and general overhead costs.

Based upon our current operating plan, we believe that our existing cash and cash equivalents of $163.6 million as of
December 31, 2020 will be sufficient to continue funding our development activities into 2024. To finance our operations beyond
that point we will need to raise additional capital, which cannot be assured. We have based this estimate on assumptions that may
prove to be wrong, and we could utilize our available capital resources sooner than we currently expect. We will continue to
require additional financing to advance our current product candidates through clinical development, to develop, acquire or in-
license other potential product candidates and to fund operations for the foreseeable future. We will continue to seek funds through
equity offerings, debt financings or other capital sources, including potentially collaborations, licenses and other similar
arrangements. However, we may be unable to raise additional funds or enter into such other arrangements when needed on
favorable termsor at al. If we do raise additional capital through public or private equity offerings, the ownership interest of our
existing stockholders, will be diluted, and the terms of these securities may include liquidation or other preferences that adversely
affect our stockholders' rights. If we raise additional capital through debt financing, we may be subject to covenants limiting or
restricting our ability to take specific actions, such asincurring additional debt, making capital expenditures or declaring
dividends. Any failure to raise capital as and when needed could have a negative impact on our financial condition and on our
ability to pursue our business plans and strategies. If we are unable to raise capital, we will need to delay, reduce or terminate
planned activities to reduce costs.

Because of the numerous risks and uncertainties associated with research, development and commercialization of
pharmaceutical products, we are unable to estimate the exact amount of our operating capital requirements. Our future funding
requirements will depend on many factors, including, but not limited to:

* theimpacts of the COVID-19 pandemic;

» the progress, costs and results of our ongoing Phase 2b clinical trial of GB0139 and our planned trials for our
other product candidates;

» the scope, progress, results and costs of discovery research, preclinical development, laboratory testing and
clinical trials for our product candidates, including our ongoing Phase 2b clinical trial of GB0139;

e the number of, and development requirements for, other product candidates that we pursue;
» the costs, timing and outcome of regulatory review of our product candidates;

e our ahility to enter into contract manufacturing arrangements for supply of active pharmaceutical ingredient, or
API, and manufacture of our product candidates and the terms of such arrangements;

e our ability to establish and maintain strategic collaborations, licensing or other arrangements and the financial
terms of such arrangements,

» the payment or receipt of milestones and receipt of other collaboration-based revenues, if any;
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» the costs and timing of any future commercialization activities, including product manufacturing, sales, marketing
and distribution, for any of our product candidates for which we may receive marketing approval;

« theamount and timing of revenue, if any, received from commercial sales of our product candidates for which we
receive marketing approval;

» the costs and timing of preparing, filing and prosecuting patent applications, maintaining and enforcing our
intellectual property and proprietary rights and defending any intellectual property-related claims;

» the extent to which we acquire or in-license other products, product candidates, technologies or data referencing
rights;

» theability to receive additiona non-dilutive funding, including grants from organizations and foundations; and
» the costs of operating as a public company.

Further, our operating plans may change, and we may need additional fundsto meet operational needs and capital
requirements for clinical trials and other research and development activities. Because of the numerous risks and uncertainties
associated with the development and commercialization of our product candidates, we are unable to estimate the amounts of
increased capital outlays and operating expenditures associated with our current and anticipated product development programs.

Critical Accounting Policies and Significant Judgments and Estimates

Our management’ s discussion and analysis of our financial condition and results of operationsis based on our
consolidated financial statements, which have been prepared in accordance with U.S. GAAP. The preparation of these
consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and
liahilities and the related disclosures of assets and liabilities at the date of the consolidated financial statements, aswell asthe
reported expenses incurred during the reporting periods. Our estimates are based on our historical experience and on various other
factors that we believe are reasonabl e under the circumstances, and the results of which form the basis for making judgments about
the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. We believe that the accounting policies discussed below are critical to
understanding our historical and future performance, as these policies relate to the more significant areas involving management’s
judgments and estimates.

Resear ch and Development Costs

We incur substantial expenses associated with clinical trials. Accounting for clinical trials relating to activities
performed by CROs, CMOs and other external vendors requires management to exercise significant estimatesin regard to the
timing and accounting for these expenses. We estimate costs of research and devel opment activities conducted by service
providers, which include, the conduct of sponsored research, preclinical studies and contract manufacturing activities. The diverse
nature of services being provided under CRO and other arrangements, the different compensation arrangements that exist for each
type of service and the lack of timely information related to certain clinical activities complicates the estimation of accruals for
services rendered by CROs, CMOs and other vendors in connection with clinical trials. We record the estimated costs of research
and development activities based upon the estimated amount of services provided but not yet invoiced and include these costs in
the accrued and other current liabilities or prepaid expenses on the balance sheets and within research and devel opment expense on
the consolidated statements of operations. In estimating the duration of aclinical study, we evaluate the start-up, treatment and
wrap-up periods, compensation arrangements and services rendered attributable to each clinical trial and fluctuations are regularly
tested against payment plans and trial compl etion assumptions.

We estimate these costs based on factors such as estimates of the work completed and budget provided and in
accordance with agreements established with our collaboration partners and third-party service providers. We make significant
judgments and estimates in determining the accrued liabilities and prepaid expense balances in each reporting period. As actual
costs become known, we adjust our accrued liabilities or prepaid expenses. We have not experienced any material differences
between accrued costs and actual costsincurred since our inception.

Our expenses related to clinical trials are based on estimates of patient enrollment and related expenses at clinical
investigator sites as well as estimates for the services received and efforts expended pursuant to contracts with multiple research
institutions and CROs that may be used to conduct and manage clinical trials on our behalf. We generally accrue expenses related
to clinical trials based on contracted amounts applied to the level of patient enrollment and activity. If timelines or contracts are
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modified based upon changesin the clinical trial protocol or scope of work to be performed, we modify our estimates of accrued
expenses accordingly on a prospective basis.

We acquired the right to develop and commercialize PharmAkea' s product candidate PAT-1251, which we now refer
to as GB2064. GB2064 isin clinical development and has not achieved regulatory approval for marketing and absent obtaining
such approval, has no alternative future use. As such the costs of acquiring GB2064 are immediately expensed as purchased in-
process research and devel opment costs in our consolidated statements of operations.

Equity-based Compensation

We have issued equity-based compensation awards through the granting of stock options, which generally vest over a
four-year period. We account for equity-based compensation in accordance with ASC 718, Compensation-Stock Compensation, or
ASC 718. In accordance with ASC 718, compensation cost is measured at estimated fair value and is included as compensation
expense over the vesting period during which service is provided in exchange for the award.

We use a Black-Scholes option pricing model to determine fair value of our stock options. The Black-Scholes option
pricing model includes various assumptions, including the fair value of common shares, expected life of stock options, the
expected volatility and the expected risk-free interest rate. These assumptions reflect our best estimates, but they involve inherent
uncertainties based on market conditions generally outside our control. Asaresult, if other assumptions had been used, equity-
based compensation cost could have been materially impacted. Furthermore, if we use different assumptions for future grants,
share-based compensation cost could be materially impacted in future periods.

Thefair value of our awards in the year ended December 31, 2020 has been estimated using Black-Scholes based on
the following assumptions: term of 5.8 years; volatility of 90.1%; risk-free rate of 0.4%; and no expectation of dividends. We did
not grant any stock optionsin the year ended December 31, 2019.

We will continue to use judgment in evaluating the assumptions utilized for our equity-based compensation expense
calculations on a prospective basis. In addition to the assumptions used in the Black-Scholes model, the amount of equity-based
compensation expense we recognize in our consolidated financial statements includes stock option forfeitures as they occurred.
We recognize forfeitures as they occur, and the compensation expense is reversed in the period that the forfeiture occurs.

Prior to our PO, our board of directors, with input from management, determined the estimated fair value of our
common shares as of the date of each incentive share grant considering our then-most recently available third-party valuation of
common shares. Valuations are updated when facts and circumstances indicate that the most recent valuation is no longer valid,
such as changes in the stage of our development efforts, various exit strategies and their timing, and other scientific developments
that could be related to our valuation, or, at a minimum, annually. Third-party valuations were performed in accordance with the
guidance outlined in the American Ingtitute of Certified Public Accountants’ Accounting and Valuation Guide, Valuation of
Privately-Held-Company Equity Securities Issued as Compensation.

For grants of options we made in June 2020, we employed a market approach and utilized the market-adjusted back-
solve method for inferring the equity value predicated on the closing of the final tranche of our Series C convertible preferred
sharesin January 2020, and we allocated value among different classes of equity securities under a Black-Scholes option pricing
methodology, or OPM. This method was selected as we concluded that the recent financing transaction was an arm’ s-length
transaction. We then applied an adjustment for market performance of the composite of multiple biotechnology indexes which was
0.4% from the period of January 1, 2020 through April 30, 2020. Furthermore, as of the valuation date the devel opment timelines
were long (the current Phase 2b clinical trial was expected to last up to 18 additional months) and future liquidity events were
difficult to forecast. Application of the OPM back-solve method involves making assumptions for the expected time to liquidity,
volatility and risk-free rate and then solving for the value of equity such that the value for the most recent financing equals the
amount paid. We assumed a 1.7-year estimated term, 80% volatility rate and arisk-free rate of 0.19%. We then reflected a discount
for lack of marketability of 33% derived from our then-current estimates of the time to aliquidity event. With the aid of the April
30, 2020 third-party valuation and after consideration of macroeconomic and company-specific developments during the first half
of 2020, our board of directors, with input from management, determined the fair market value of our common shares to be $1.95
per share for the options granted on June 24, 2020.

For grants of options we made in October 2020, we employed a hybrid approach as of September 25, 2020 estimating
the probability-weighted val ue across multiple scenarios including with the back-solve method for inferring the equity value
predicated on the closing of the Company’s Series D preferred share transaction (recent transaction method) being weighted at
30% and the initial public offering, or IPO, scenario being weighted at 70%. In the recent transaction method, the Company’ s total
enterprise value was estimated using the OPM back-solve method as the Company had closed its Series D preferred share
financing in September 2020 for gross proceeds of $64.2 million. We assumed a 1.5-year expected term, 89% volatility rate and a
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risk-free rate of 0.1 %. We then reflected a discount for lack of marketability of 30% derived from our then-current estimates of
the time to aliquidity event. For the PO scenario, the future enterprise value at an expected 1PO date was discounted to present
value and allocated to each outstanding share class, on afully diluted basis assuming all existing shareholders convert into
common shares. The enterprise value was estimated using the guideline PO transactions method and used an enterprise value
between the 25th percentile and median of the 24 recent PO transactions completed by issuersin a similar stage of development
as the Company. The valuation estimated the time to aliquidity event at 0.27 years based on the Company’s plans and progressin
pursuing an | PO, including the fact that it had confidentially submitted a draft registration statement on Form S-1. A discount rate
of 25% was applied to present value the future IPO share price and adiscount for lack of marketability of 5% was also applied.
With the aid of a September 25, 2020 third-party valuation and consideration of the progress towards and | PO, our board of
directors, with input from management, determined the fair market value of our common shares to be $7.70 per share for the
options granted on October 7, 2020.

The estimates of fair value of our common shares are highly complex and subjective. There are significant judgments
and estimates inherent in the determination of the fair value of our common shares. These judgments and estimates include
assumptions regarding our future operating performance, the time to completing aliquidity event, the related val uations associated
with these events, and the determinations of the appropriate valuation methods at each valuation date. The assumptions underlying
these valuations represent our best estimates, which involve inherent uncertainties and the application of management judgment. If
we had made different assumptions, our equity-based compensation expense, net |oss and net loss per share applicable to common
shareholders could have been materialy different.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consegquences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax bases, and operating losses and
tax credit carry forwards. Deferred tax assets and liabilities are measured using enacted statutory tax rates expected to apply to
taxable income in the jurisdictions and years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

Based on the level of historical operating results and projections for the taxable income for the future, we have
determined that it is more likely than not that our net deferred tax assets will not be realized. Accordingly, we have recorded afull
valuation allowance to reduce our deferred tax assets.

We recoghize tax benefits from uncertain tax positions only if (based on the technical merits of the position) it is more
likely than not that the tax positions will be sustained on examination by the tax authority. The tax benefits recognized in the
financial statements from such positions are measured based on the largest amount that is more than 50% likely to be realized upon
ultimate settlement. We have not recorded any uncertain tax positions as of December 31, 2020 or 2019. We do not believe there
will be any material changesin its unrecognized tax positions over the next 12 months. We have not incurred any interest or
penalties. In the event we are assessed interest or penalties at some point in the future, they will be classified in the financial
statements as a component of income tax expense.

We operate in multiple jurisdictions, both within and outside the United States, and may be subject to audits from
various tax authorities. Management’ s judgment is required in determining our provision for income taxes, our deferred tax assets
and liabilities, liabilities for uncertain tax positions, and any valuation allowance recorded against our net deferred tax assets. We
will monitor the extent to which our deferred tax assets may be realized and adjust the valuation allowance accordingly.

Recently Adopted Accounting Pronouncements

Refer to Note 2, “Summary of Significant Accounting Policies,” in the accompanying notes to our consolidated
financial statements for the years ended December 31, 2020 and 2019 for a discussion of recent accounting pronouncements.

Contractual Obligations and Commitments
The following table summarizes our contractual obligations as of December 31, 2020:

Payments due by period (in thousands)

Lessthan Oneto Threeto Morethan

Total one year threeyears fiveyears fiveyears
Leases $ 1,025 $ 434  $ 470 $ 121 —
Total contractual obligations $ 1,025 $ 434 % 470 $ 121 3 —
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We enter into contracts in the normal course of business with third-party service providersfor clinical trials,
preclinical research studies and testing, manufacturing and other services and products for operating purposes. We have not
included our payment obligations under these contractsin the table, as these contracts generally provide for termination upon
notice, and therefore, we believe that our non-cancel able obligations under these agreements are not material and we cannot
reasonably estimate the timing of if and when they will occur. We could also enter into additional research, manufacturing,
supplier and other agreements in the future, which may require up-front payments and even long-term commitments of cash.

Off-Balance Sheet Arrangements

During the periods presented, we did not have, nor do we currently have, any off-balance sheet arrangements as
defined under SEC rules.

Emerging Growth Company Status

As an EGC under the JOBS Act, we may delay the adoption of certain accounting standards until such time as those
standards apply to private companies. Other exemptions and reduced reporting regquirements under the JOBS Act for EGCsinclude
presentation of only two years of audited consolidated financia statementsin aregistration statement for an PO, an exemption
from the requirement to provide an auditor’ s report on internal controls over financial reporting pursuant to Section 404(b) of the
Sarbanes-Oxley Act, an exemption from any regquirement that may be adopted by the Public Company Accounting Oversight
Board regarding mandatory audit firm rotation, and less extensive disclosure about our executive compensation arrangements.

In addition, the JOBS Act provides that an EGC can take advantage of an extended transition period for complying
with new or revised accounting standards. This provision allows an EGC to delay the adoption of some accounting standards until
those standards would otherwise apply to private companies. We have elected to use this extended transition period for complying
with new or revised accounting standards that have different effective dates for public and private companies until the earlier of the
date we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of the extended transition
period provided in the JOBS Act. As aresult, our consolidated financial statements may not be comparable to companies that
comply with new or revised accounting pronouncements as of public company effective dates.

We may remain classified as an EGC until the end of the fiscal year following the fifth anniversary of the completion
of our IPO, athough if the market value of our common stock that is held by non-affiliates exceeds $700 million as of June 30 of
any year before that time, or if we have annual gross revenues of $1.07 billion or morein any fiscal year, we would cease to be an
EGC as of December 31 of the applicable year. We also would cease to be an EGC if we issue more than $1.0 billion of non-
convertible debt over athree-year period.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

We are asmaller reporting company as defined by Item 10 of Regulation S-K and are not required to provide the
information otherwise required under thisitem.

Item 8. Financial Statements and Supplementary Data.

The financial statements required to be filed pursuant to this Item 8 are appended to this Annual Report on Form 10-K.
Anindex of those financia statementsisfound in Item 15, Exhibits and Financial Statement Schedules, of this Annual Report on
Form 10-K.

Item 9. Changesin and Disagr eementswith Accountantson Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer and our principal financial officer,
evaluated, as of the end of the period covered by this Annual Report on Form 10-K, the effectiveness of our disclosure controls
and procedures. Based on that evaluation of our disclosure controls and procedures as of December 31, 2020, our principal
executive officer and principal financial officer concluded that our disclosure controls and procedures as of such date were not
effective because of the material weaknessin internal control over financia reporting discussed below.

The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act,
means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a
company in the reports that it files or submits under the Exchange Act are recorded, processed, summarized and reported within
the time periods specified in the Securities and Exchange Commission’s rules and forms. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed by usin the
reports we file or submit under the Exchange Act is accumulated and communicated to our management, including our principal
executive officer and principa financial and accounting officer, as appropriate to allow timely decisions regarding required
disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving their objectives and our management necessarily appliesits judgment in evaluating the cost-
benefit relationship of possible controls and procedures.

To address the material weakness described bel ow, management performed additional analysis and other proceduresto
ensure that our consolidated financial statements were prepared in accordance with U.S. GAAP. Accordingly, management
believes that the consolidated financial statements and disclosuresincluded in this Annual Report on Form 10-K fairly present, in
all material respects, in accordance with U.S. GAAP, our financia position, results of operations and cash flows for the periods
presented.

Inherent Limitations of I nternal Controls

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Therefore, even those systems determined to be effective can provide only reasonable assurance with respect to financial statement
preparation and presentation. Projections of any evaluation of effectiveness to future periods are subject to the risk that controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Management’s Annual Report on Internal Control over Financial Reporting
The Annual Report on Form 10-K does not include a report of management's assessment regarding internal control

over financial reporting or an attestation report of our independent registered public accounting firm due to a transition period
established by the rules of the SEC for newly public companies.
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Changesin Internal Control over Financial Reporting

There were no changesin our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the fourth quarter ended December 31, 2020, that have materially affected, or are reasonably

likely to materially affect, our internal control over financial reporting.
Remediation Efforts on Previously Identified Material Weakness

In connection with our preparation and the audits of our financial statements as of and for the years ended December
31, 2019 and 2018, as concluded on September 2, 2020, we and our independent registered public accounting firm identified a
material weakness as defined under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and by the Public
Company Accounting Oversight Board (United States) in our internal control over financial reporting. A material weaknessisa
deficiency, or acombination of deficiencies, in internal control over financial reporting, such that there is a reasonabl e possibility
that a material misstatement of our financial statements will not be prevented or detected on atimely basis.

The material weakness related to our financial statement closing process, primarily related to the lack of sufficient
skilled personnel with U.S. generally accepted accounting principles, or U.S. GAAP, and Securities and Exchange Commission, or
SEC, reporting knowledge and expertise for purposes of timely and reliable financial reporting and our dependence on third-party
service providers for the preparation and closing of our financial records. Specifically, the material weakness identified relates to
the lack of appropriate internal controls over the work performed by the third-party service providers and that, as a result thereof,
management failed to timely identify material misstatements in accounting for our debt and equity instruments, research and
development, and taxation.

We are working to remediate the material weakness and are taking steps to strengthen our internal control over
financial reporting such as the hiring of Jonathan Freve as Chief Financial Officer in the second quarter of 2020 and a Corporate
Controller in the fourth quarter of 2020. Additionally, we plan to further develop and implement formal policies, processes and
documentation procedures relating to our financial reporting, including the oversight of third-party service providers. The actions
that we are taking are subject to ongoing executive management review and will also be subject to audit committee oversight. If
we are unable to successfully remediate the material weakness, or if in the future, we identify further material weaknessesin our
internal controls over financial reporting, we may not detect errors on atimely basis, and our financial statements may be
materially misstated. We or our independent registered public accounting firm may not be able to conclude on an ongoing basis
that we have effective internal control over financia reporting, which could harm our operating results, cause investors to lose
confidence in our reported financial information and cause the trading price of our stock to fall. In addition, as a public company,
we will be required to file accurate and timely quarterly and annual reports with the SEC under the Exchange Act. Any failure to
report our financial results on an accurate and timely basis could result in sanctions, lawsuits, delisting of our shares from The
Nasdag Global Select Market or other adverse consequences that would materially harm our business. In addition, we could
become subject to investigations by Nasdag, the SEC, and other regulatory authorities, and become subject to litigation from
investors and stockholders, which could harm our reputation and our financial condition, or divert financial and management
resources from our core business.

Neither our management nor an independent registered public accounting firm has performed an evaluation of our
internal control over financia reporting in accordance with the provision of the Sarbanes-Oxley Act of 2002, as amended, or the
Sarbanes-Oxley Act, because no such evaluation has been required. Had we or our independent registered public accounting firm
performed an evaluation of our internal control over financial reporting in accordance with the provisions of the Sarbanes-Oxley
Act, additional material weaknesses may have been identified.

I[tem 9B. Other Information.

None.
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PART 111
Item 10. Directors, Executive Officersand Cor por ate Gover nance.
Theinformation required by this Item 10 will be included in our Definitive Proxy Statement to be filed with the
Securities and Exchange Commission, or SEC, with respect to our 2021 Annual Meeting of Stockholders and isincorporated
herein by reference.

Item 11. Executive Compensation.

The information required by this Item 11 will be included in our Definitive Proxy Statement to be filed with the SEC
with respect to our 2021 Annual Meeting of Stockholders and isincorporated herein by reference.

Item 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Stockholder Matters.

Theinformation required by this Item 12 will be included in our Definitive Proxy Statement to be filed with the SEC
with respect to our 2021 Annual Meeting of Stockholders and isincorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director | ndependence.

Theinformation required by this Item 13 will be included in our Definitive Proxy Statement to be filed with the SEC
with respect to our 2021 Annual Meeting of Stockholders and is incorporated herein by reference.

Item 14. Principal Accounting Feesand Services.

Theinformation required by this Item 14 will be included in our Definitive Proxy Statement to be filed with the SEC
with respect to our 2021 Annual Meeting of Stockholders and isincorporated herein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules.

(1) For alist of the financial statementsincluded herein, see Index to the Consolidated Financial Statements on page F-1 of this
Annual Report on Form 10-K, incorporated into this Item by reference. All financial statements;

(2) Financia statement schedules have been omitted because they are either not required or not applicable or the information is
included in the consolidated financial statements or the notes thereto. Those financial statement schedules required to be filed

by Item 8 of thisform, and by paragraph (b) below.

(3) Exhibits
Incor porated by Reference
Exhibit Herein from SEC File/Reg.
Number Exhibit Description Form or Schedule Filing Date Number
Amended and Restated Certificate of - November 4,
31 Incorporation of Registrant. Form 8-K (Exhibit 3.1) 2020 001-39655
32  Amendedand Restated Bylaws of the Form 8-K (Exhibit32) NOVEMPErd 501 30655
Registrant. 2020
. s Form S-1/A October 22,
4.1 Specimen Common Stock Certificate. (Exhibit 4.1) 2020 333-249369
Amended and Restated Investors' Rights
4.2 Agreement among the Registrant and certain of (FExmrT biiljé) Octggzeg 22, 333-249369
its stockholders, dated September 25, 2020. '
. Form S-1/A October 22,
10.1# 2020 Stock Option and Grant Plan. (Exhibit 10.1) 2020 333-249369
2020 Equity Incentive Plan, and forms of award
10.2*#
agreements thereunder.
. . . Form S-1/A October 22,
10.3# Senior Executive Cash Incentive Bonus Plan. (Exhibit 10.3) 2020 333-249369
Form of Officer Indemnification Agreement
X 4 . Form S-1/A October 22,
10.4# g;aftiv(\:/g?sﬂ the Registrant and each of its executive (Exhibit 10.4) 2020 333-249369
Form of Director Indemnification Agreement Form S-1/A October 22,
10.5# between the Registrant and each of its directors. (Exhibit 10.5) 2020 333-249369
Non-Employee Director Compensation Policy, Form 8-K November 19, i
108# 55 amended. (Exhibit 10.1) 2020 001-39655
Service Agreement between Galecto Biotech Form S-1/A October 22,
107 ApSand Hans Schambye, dated April 23,2013, (Exhibit 10.7) 2020 333-249369
Employment Contract between Galecto Biotech
1084  ApSand Anders H. Pedersen, dated January 23, (Ef(’[]ri';i? 11(/)’?3) oa;g;(r) 22, 333249369
2013, as amended on August 24, 2017. '
Addendum to Employment Contract between
109%#  Galecto Biotech ApS and Anders H. Pedersen, FOL’.TE).S VA October 22, 33 540369
dated August 24, 2017. (Exhibit 10.9) 2020
Employment Contract between Galecto Biotech
) . Form S-1/A October 22,
10.10#  ApSand Bertil E. Lindmark, dated November (Exhibit 10.10) 2020 333-249369

28, 2019.
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https://www.sec.gov/Archives/edgar/data/0001800315/000119312520285653/d53274dex31.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520285653/d53274dex31.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520285653/d53274dex32.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520285653/d53274dex32.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex41.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex42.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex42.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex42.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex101.htm
glto-ex102_6.htm
glto-ex102_6.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex103.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex104.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex104.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex104.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex105.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex105.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex106.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520273986/d39338dex106.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex107.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex107.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex108.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex108.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex108.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex109.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex109.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex109.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1010.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1010.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1010.htm

Incorporated by Reference

Exhibit Herein from SEC File/Reg.
Number Exhibit Description Form or Schedule Filing Date Number
Addendum to Employment Contract between
1011#  Galecto Biotech ApS and Bertil E. Lindmark, (Eic;:irgi tsig ’;1) oa;g% 22, 3332409369
dated January 15, 2020. '
Employment Agreement between Galecto, Inc. Form S-1/A October 22, .
1012# " 4nd Jonathan Freve, dated March 11, 2020. (Exhibit 10.12) 2020 333-249369
Amendment to Employment Agreement
10.13#  between Galecto, Inc. and Jonathan Freve, dated (E';Ohrila tslé/?B) Octg(l:)xze(r) 22, 333-249369
March 14, 2020. '
English language summary of Lease Agreement
10.14#  between Galecto Biotech ApS and COBIS A/S, (Ei(c;:ir:)]i tsig 'i " oa;g% 22, 333249369
dated May 4, 2020. '
21.1* List of Subsidiaries of the Registrant.
Consent of EY Godkendt
23.1* Revisionspartnersel skab, independent registered
public accounting firm.
o4 1% Power of Attorney (included on signature page
‘ to this registration statement).
Certification of Principal Executive Officer
Pursuant to Rules 13a-14(a) and 15d-14(a) under
31.1* the Securities Exchange Act of 1934, as
Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer
Pursuant to Rules 13a-14(a) and 15d-14(a) under
31.2* the Securities Exchange Act of 1934, as
Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.
Certification of Principal Executive Officer
30 1% Pursuant to 18 U.S.C. Section 1350, as Adopted
' Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL X.BRL Taxonomy Extension Calculation
Linkbase Document
101.DEE X.BRL Taxonomy Extension Definition
Linkbase Document
101LAB XBRL Taxonomy Extension Label Linkbase
Document
101.PRE X_BRL Taxonomy Extension Presentation
Linkbase Document
* Filed herewith.

** Furnished herewith.
# Indicates management contract or any compensatory plan, contract or arrangement.

Item 16. Form 10-K Summary

None.
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https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1011.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1011.htm
https://www.sec.gov/Archives/edgar/data/0001800315/000119312520265628/d39338dex1011.htm
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the
Registrant has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

Galecto, Inc.

Date: March 29, 2021 By: /sl Hans T. Schambye
Hans T. Schambye, M.D., Ph.D.
Chief Executive Officer and President

POWER OF ATTORNEY

Each person whose individual signature appears below hereby authorizes and appoints Hans T. Schambye and
Jonathan Freve, and each of them, with full power of substitution and resubstitution and full power to act without the other, as his
or her true and lawful attorney-in-fact and agent to act in his or her name, place and stead and to execute in the name and on behalf
of each person, individually and in each capacity stated below, and to file any and all anendments to this Annual Report on Form
10-K and to file the same, with all exhibits thereto, and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each
and every act and thing, ratifying and confirming all that said attorneys-in-fact and agents or any of them or their or his substitute
or substitutes may lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Report has been signed below
by the following persons on behalf of the Registrant in the capacities and on the dates indicated.

Name Title Date
/s Hans T. Schambye President, Chief Executive Officer and Director March 29, 2021
Hans T. Schambye, M.D., Ph.D. (Principal Executive Officer)
/s/ Jonathan Freve Chief Financial Officer (Principal March 29, 2021
Jonathan Freve Financial and Accounting Officer)
/s/ Amit D. Munshi Chairman March 29, 2021
Amit D. Munshi
/s/ Stephan Christgau Director March 29, 2021
Stephan Christgau, Ph.D.
/sl Jayson Dallas Director March 29, 2021
Jayson Dallas, M.D.
/s Carl Goldfischer Director March 29, 2021
Carl Goldfischer, M.D.
/s/ Chau Q. Khuong Director March 29, 2021
Chau Q. Khuong
/s/ Sgren Mgl ler Director March 29, 2021
Seren Mgller, Ph.D.
/s/ Anne Prener Director March 29, 2021
Anne Prener, M.D.
/sl David Shapiro Director March 29, 2021

David Shapiro, M.D.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholdersand the Board of Directors of Galecto, Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Galecto, Inc. (the Company) as of December 31,
2020 and 2019, the related consolidated statements of operations and comprehensive loss, convertible preferred stock and changes
in stockholders' equity and cash flows for each of the two yearsin the period ended December 31, 2020, and the related
notes (collectively referred to as the “consolidated financia statements”). In our opinion, the consolidated financial statements
present fairly, in all material respects, the financial position of the Company at December 31, 2020 and 2019, and the results of its
operations and its cash flows for each of the two yearsin the period ended December 31, 2020, in conformity with U.S. generally
accepted accounting principles.

Basisfor Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company’ s financia statements based on our audits. We are a public accounting firm registered with the Public
Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company
in accordance with the U.S. federal securities |aws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonabl e assurance about whether the financial statements are free of material misstatement, whether
due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of itsinternal control over
financial reporting. As part of our audits we are required to obtain an understanding of internal control over financial reporting but
not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting.
Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a
test basis, evidence regarding the amounts and disclosuresin the financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the
financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s EY Godkendt Revisionspartnersel skab
We have served as the Company’ s auditor since 2019.

Copenhagen, Denmark
March 29, 2021



GALECTO, INC.
Consolidated Balance Sheets

(in thousands, except share and per share amounts)

December 31,
2020 2019
Assets
Current assets
Cash and cash equivalents $ 163582 $ 11,294
Prepaid expenses and other current assets 5,713 5,117
Receivable on issuance of series C convertible preferred stock
or Series C preferred stock — 39,669
Total current assets 169,295 56,080
Restricted cash 254 231
Other assets - noncurrent 1,162 —
Operating lease right-of-use asset 885 298
Total assets $ 171596 $ 56,609
Liabilities and stockholders equity
Current liabilities
Accounts payable $ 2851 % 3,329
Accrued expenses and other current liabilities 2,715 4,598
Total current liabilities 5,566 7,927
Operating lease liabilities, net of current portion 541 211
Totd liabilities 6,107 8,138
Commitments and contingencies (Note 8)
Convertible preferred stock
Series B convertible preferred stock, $0.00001 par value; no shares authorized,
issued and outstanding at December 31, 2020; 684,068 shares authorized,
issued and outstanding at December 31, 2019 — 13,414
Series C convertible preferred stock, $0.00001 par value; no shares authorized,
issued and outstanding at December 31, 2020; 4,133,479 shares authorized
at December 31, 2019; 4,125,056 shares issued and outstanding at
December 31, 2019 — 106,205
Series D convertible preferred stock, $0.00001 par value; no shares authorized,
issued and outstanding at December 31, 2020 and 2019 — —
Total convertible preferred stock — 119,619
Stockholders’ equity
Preferred stock, par value of $0.00001 per share; 10,000,000 shares authorized
at December 31, 2020, no shares authorized at December 31, 2019; no shares
issued or outstanding as of December 31, 2020 — —
Common stock, par value of $0.00001 per share; 300,000,000 and 5,350,404
shares authorized at December 31, 2020 and 2019, respectively; 25,261,832
and 259,966 shares issued and outstanding at December 31, 2020 and 2019,
respectively — —
Additional paid-in capital 269,175 826
Accumulated deficit (104,360) (69,523)
Accumulated other comprehensive income (l0ss) 674 (2,451)
Total stockholders' equity 165,489 (71,148)
Total liabilities and stockholders' equity $ 171596 $ 56,609

See accompanying notes to the financial statements.



GALECTO, INC.

Consolidated Statements of Operations and Compr ehensive L oss

(in thousands, except share and per share amounts)

Year Ended December 31,

2020 2019
Operating expenses
Research and development $ 24,627 19,738
Purchased in-process research and development — 16,788
General and administrative 9,010 2,445
Total operating expenses 33,637 38,971
L oss from operations (33,637) (38,971)
Other income (expense), net
Foreign exchange transaction gain (10ss), net (1,200) 551
Fair value adjustments on preferred stock tranche obligations and note tranche and
derivative obligations — 1,913
Total other income (expense), net (1,200) 2,464
Net loss (34,837) (36,507)
Cumulative dividends on convertible preferred stock — (5,560)
Net loss attributable to common stockholders (34,837) (42,067)
Net loss per common share, basic and diluted $ (7.62) (161.82)
Wei ghted-average number of shares used in computing net oss per common share,
basic and diluted 4,572,702 259,966
Other comprehensive loss
Net loss (34,837) (36,507)
Currency trandlation gain (l0ss) 3,125 (806)
Total comprehensive loss $ (31,712) (37,313)

See accompanying notes to the financial statements.
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Balance at December 31, 2018
Issuance of Series C preferred
stock in connection with the
purchase of PharmAkea, Inc.
Commitment to the issuance of
Series C preferred stock
Currency trandation loss
Net loss
Balance at December 31, 2019
Issuance of Series D preferred
stock, net of issuance costs
of $2,840
Issuance of common stock in
connection with initial public
offering, net of issuance costs
of $2,114
Conversion of convertible preferred
stock into common stock
Stock-based compensation expense
Exercise of stock options
Currency trandation gain
Net loss
Balance at December 31, 2020

GALECTO, INC.

Consolidated Statements of Convertible Preferred Stock
and Changesin Stockholders' Equity
(in thousands, except share amounts)

SeriesB SeriesC SeriesD
Convertible Convertible Convertible
Preferred Preferred Preferred Additional Other Total
Stock Stock Stock Common Stock Paid-In Accumulated Comprehensive  Stockholders
Shares Amount Shares Amount Shares Amount Shares Amount Capital Deficit Income (L 0ss) Equity
684,068 $ 13414 1973203 $ 51,081 — % — 2509%6 $ — $ 826 $ (33017) $ (1644) $ (33,835)
— — 610,098 15,624 — — — — — — — —
— — 1,541,755 39,500 — — — — — — — —
— — — — — — — — — — (806) (806)
— — — — — — — — — (36,507) — (36,507)
684,068 13,414 4,125,056 106,205 — — 259,966 — 826 (69,523) (2,451) (71,148)
— — — — 2,368,118 61,359 — — — — — —
— — — — — — 6,342,207 — 86,360 — — 86,360
(684,068) (13,414) (4,125,056) (106,205) (2,368,118) (61,359) | 18,658,643 — 180,978 — — 180,978
— — — — — — — — 1,009 — — 1,009
— — — — — — 1,016 — 2 — — 2
— — — — — — — — — — 3,125 3,125
— — — — — — — — — (34,837) — (34,837)
— 3 — — 3 — —  $ — | 25261832 $ — $269175 $ (104360) $ 674 $ 165,489

See accompanying notes to the financial statements.



GALECTO, INC.
Consolidated Statements of Cash Flows

(in thousands)

Year Ended
December 31,
2020 2019
Cash flows from operating activities
Net loss $ (34837) $ (36,507)
Adjustment to reconcile net loss to net cash used in operating activities:
Purchased in-process research and development — 16,788
Stock-based compensation 982 —
Fair value adjustments on preferred stock tranche obligations and note tranche and
derivative obligations — (1,913)
Amortization of right of use |ease asset 188 111
Accretion of lease liability 55 —
Changes in operating assets and liabilities:
Prepaid expenses and other current assets (596) (1,220)
Accounts payable 477) 1,938
Accrued expenses and other current liabilities (2,143) 1,606
Other assets, noncurrent (1,162) —
Operating lease liabilities, noncurrent (213) (129)
Net cash used in operating activities (38,203) (19,326)
Cash flows from investing activities
Merger acquisition costs, net of cash received — (326)
Net cash used in investing activities — (326)
Cash flows from financing activities
Proceeds from issuance of Series C preferred stock 39,669 —
Proceeds from issuance of Series D preferred stock 64,199 —
Series D preferred stock issuance costs (2,840) —
Proceeds from the issuance of common stock in connection with initial public offering 88,473 —
Initial public offering issuance costs (2,114) —
Proceeds from exercise of stock options 2 —
Net cash provided by financing activities 187,389 —
Net increase (decrease) in cash and cash equivalents 149,186 (19,652)
Effect of exchange rate changes on cash and cash equivalents 3,125 46
Cash, cash equivalents and restricted cash, beginning of year 11,525 31,131
Cash, cash equivalents and restricted cash, end of year $ 163,836 $ 11,525
Components of cash, cash equivalents, and restricted cash
Cash and cash equivalents 163,582 11,294
Restricted cash 254 231
Total cash, cash equivalents, and restricted cash $ 163836 $ 11,525
Supplemental disclosures of cash flow information:
Cash paid for taxes $ — 3 —
Supplemental disclosures of noncash activities:
Operating lease liahility arising from obtaining right-of-use assets $ 713 % 391
Issuance of Series C convertible preferred stock in connection with acquisition $ — % 15,624
Cumulative effect of change in accounting principle—adoption of ASC 842, L eases $ — % 15

See accompanying notes to the financial statements.



GALECTO, INC.
Notesto the Consolidated Financial Statements
1. DESCRIPTION OF BUSINESS, ORGANIZATION AND LIQUIDITY
Business

Galecto, Inc., together with its consolidated subsidiaries, (the “Company” or “Galecta”), is a clinical-stage biotechnology company
developing therapeutics that are designed to target the biological processes that lie at the heart of fibrosis and impact a broad range of
fibrotic and related diseases, including cancer. The Company’sinitial focus is on the development of small-molecule inhibitors of
galectin-3 and lysyl oxidase-like 2, or LOXL2, which play key rolesin regulating fibrosis and cancer.

Reorganization and purchase of PharmAkea, I nc.

Galecto, Inc. wasincorporated in Delaware in October 2019. On December 31, 2019, as part of an integrated transaction, Galecto,
Inc., Galecto Biotech AB, a Swedish operating company, and PharmAkes, Inc., or PharmAkea, consummated a purchase agreement
and plan of merger by and among Galecto, Inc., Galecto Biotech AB and PharmAkea, or the Purchase, whereby Galecto, Inc.

(i) acquired the shareholdings of Galecto Biotech AB via a one-for-one exchange of equity between Galecto, Inc. and the shareholders
of Galecto Biotech AB in acommon control reorganization, and (ii) acquired PharmAkeain principally an all-stock transaction.

As of December 31, 2020, the Company’ s wholly owned subsidiaries were PharmAkea, Galecto Securities Corporation and Galecto
Biotech AB, and Galecto Biotech ApS, a Danish operating company, was Galecto Biotech AB’swholly owned subsidiary. The
consolidated balance sheet as of December 31, 2020 and 2019 is that of Galecto, Inc. The consolidated statements of operations and
comprehensive loss, convertible preferred shares and stockholders' deficit and cash flows for the year ended December 31, 2020 are
that of Galecto, Inc. and for the year ended December 31, 2019 are principally that of Galecto Biotech AB together with that of
Galecto, Inc. with the respect to the purchase of PharmAkea.

Risks and uncertainties

The Company is subject to risks common to companies in the biotechnology industry including, but not limited to, new technological
innovations, protection of proprietary technology, dependence on key personnel, compliance with government regulations and the
need to obtain additional financing. Product candidates currently under development will require significant additional research and
development efforts, including extensive preclinical and clinical testing and regul atory approval, prior to commercialization. These
efforts require significant amounts of additional capital, adequate personnel infrastructure and extensive compliance reporting
capabilities.

The Company’s product candidates are in development. There can be no assurance that the Company’ s research and development will
be successfully completed, that adequate protection for the Company’ s intellectual property will be obtained, that any products
developed will obtain necessary government regulatory approval or that any approved products will be commercially viable. Even if
the Company’ s product development efforts are successful, it is uncertain when, if ever, the Company will generate significant
revenue from product sales. The Company operates in an environment of rapid change in technology and substantial competition from
pharmaceutical and biotechnology companies. In addition, the Company is dependent upon the services of its employees and
consultants.

Liquidity and management plans

Since inception, the Company has devoted substantially all its efforts to business planning, research and devel opment,
recruiting management and technical staff and raising capital and has financed its operations primarily through the issuance of
redeemable convertible preferred shares, debt financings and, most recently, the Company’ sinitia public offering, or IPO.

As of December 31, 2020, the Company had an accumulated deficit of $104.4 million, from recurring losses since inception in 2011.
The Company has incurred recurring losses and has no sales as no products have obtained the necessary regulatory approval in order
to market products. The Company expects to continue to incur losses as aresult of costs and expenses related to the Company’s
clinical development and corporate general and administrative activities. The Company had negative cash flows from operating
activities during the year ended December 31, 2020 and 2019 of $38.2 million and $19.3 million, respectively, and current projections
indicate that the Company will have continued negative cash flows for the foreseeable future as it continues to develop its product
candidates. Net losses incurred for the years ended December 31, 2020 and 2019 amounted to $34.8 million and $36.5 million,
respectively.
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At December 31, 2020, the Company’s cash and cash equivalents amounted to $163.6 million and will be sufficient to continue
funding our development activities into 2024 based on the Company’ s operating plan. In addition, at December 31, 2020, current
assets amounted to $169.3 million and current liabilities amounted to $5.6 million. At December 31, 2019, the Company’s cash and
cash equivalents amounted to $11.3 million, current assets amounted to $56.1 million and current liabilities amounted to $7.9 million.

In the future, the Company will consider the following ways to fund its operations including: (1) raising additional capital through
equity and/ or debt financings; (2) new commercial relationships to help fund future clinical trial costs (i.e. licensing and
partnerships); (3) reducing spending on one or more research and devel opment programs by discontinuing development; and/or

(4) restructuring operations to change its overhead structure. The Company’s future liquidity needs, and ability to address those needs,
will largely be determined by the success of its product candidates and key development and regulatory events and its decisionsin the
future.

Coronavirus pandemic

The coronavirus disease 2019, or COVID-19, pandemic, which began in December 2019 and has spread worldwide, has caused many
governments to implement measures to slow the spread of the outbreak through quarantines, travel restrictions, heightened border
scrutiny and other measures. The outbreak and government measures taken in response have also had a significant impact, both
directly and indirectly, on businesses and commerce, as worker shortages have occurred; supply chains have been disrupted; facilities
and production have been suspended; and demand for certain goods and services, such as medical services and supplies, has spiked,
while demand for other goods and services, such astravel, has fallen. The future progression of the outbreak and its effects on the
Company’ s business and operations are uncertain.

In response to the impact of COVID-19, the Company has implemented certain measures intended to help the Company manage its
impact and position the Company to resume operations quickly and efficiently once these restrictions are lifted, such as executing a
work-from-home strategy for administrative functions and operations. The Company continues to monitor the impact of COVID-19
and assess its strategy accordingly.

Despite the Company’ s implementation of such measures, the actual and perceived impact of the COVID-19 pandemic is changing
daily, and its ultimate effect on the Company cannot be predicted. As aresult, there can be no assurance that the Company will not
experience additional negative impacts associated with COVID-19, which could be significant. The COVID-19 pandemic may
negatively impact the Company’s business, financial condition and results of operations by decreasing or delaying the enrollment of
patientsin the Company’s clinical trials or otherwise causing interruptions or delays in the Company’ s programs and services.

On March 27, 2020, the United States enacted the Coronavirus Aid, Relief and Economic Security Act, or CARES Act. The CARES
Act is an emergency economic stimulus package that includes spending and tax breaks to strengthen the United States economy and
fund a nationwide effort to curtail the effect of COVID-19. The CARES Act provides sweeping tax changes in response to the
COVID-19 pandemic, some of the more significant provisions include removing certain limitations on the utilization of net operating
losses, increasing the loss carryback period for certain losses to five years, increasing the ability to deduct interest expense, and
deferring social security payments, as well as amending certain provisions of the previously enacted Tax Cuts and Jobs Act. The
Company does not believe the CARES Act will have amaterial impact on its financial position and results of operations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The accompanying consolidated financial statements have been prepared in conformity with U.S. GAAP. Any reference in these notes
to applicable guidance is meant to refer to U.S. GAAP, as found in the Accounting Standards Codification, or ASC, and Accounting
Standards Update, or ASU, of the Financial Accounting Standards Board, or FASB.

Principles of consolidation

The Company’s consolidated financial statements for 2020 and 2019 include the accounts of Galecto, Inc. and its subsidiaries. All
intercompany bal ances and transactions have been eliminated in consolidation.

Use of estimates
The preparation of financial statementsin conformity with U.S. GAAP requires management to make estimates and assumptions that
affect certain reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial

statements, and the reported amounts of expenses during the reporting periods. Significant items subject to such estimates and
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assumptions include contract research accruals, stock-based compensation expense, the fair value of the Company’s common stock
and valuation of the Company’s deferred tax assets. The Company bases its estimates on historical experience and various other
assumptions that management believes to be reasonable under the circumstances. Changesin estimates are recorded in the period in
which they become known. Actual results could differ from those estimates.

Currency and currency trandlation

The consolidated financial statements are presented in U.S. dollars, the Company’s reporting currency. Galecto, Inc., Galecto
Securities Corporation and PharmAkea’ s functional currency isthe U.S. dollar. The functional currency of the Company’ s subsidiary
Galecto Biotech AB, and its subsidiary Galecto Biotech ApS, is the Euro. Adjustments that arise from exchange rate changes on
transactions of each group entity denominated in a currency other than the functional currency are included in other income and
expense in the consolidated statements of operations. Assets and liabilities of Galecto Biotech AB and Galecto Biotech ApS recorded
in their Euro functional currency are translated into the U.S. dollar reporting currency of the Company at the exchange rate on the
balance sheet date. Revenue and expenses of Galecto Biotech AB and Galecto Biotech ApS recorded in their Euro functional currency
are trandlated into the U.S. dollar reporting currency of the Company at the average exchange rate prevailing during the year.
Resulting trand ation adjustments are recorded to other comprehensive income (loss), or OCI.

Cash and cash equivalents

The Company considers al highly liquid investments with original maturities at the date of purchase of three months or less to be cash
equivalents. Cash and cash equivalents are stated at fair value and may include money market funds, U.S. Treasury and U.S.
government-sponsored agency securities, corporate debt, commercial paper and certificates of deposit. The Company had money
market funds of $142.9 million as of December 31, 2020, which are included in cash and cash equivalents and reported at fair value
(Note 3). The Company had no cash equivalents as of December 31, 2019.

Restricted cash

The Company is required to maintain cash collateral on deposit in a segregated money market bank account, as a condition of its
security deposit with one of its banks for the use of corporate credit cards. As of December 31, 2020 and 2019, the Company
presented restricted cash in the accompanying consolidated balance sheets of $254,000 and $231,000, respectively.
Concentrations of credit risk and off-balance sheet risk

The Company maintainsits cash in bank deposit and checking accounts that at times exceed insured limits. The Company has not
experienced any losses in such accounts and believesit is not exposed to any significant credit risk.

Fair value of financial instruments

Fair value is defined as the price the Company would receive to sell an investment in atimely transaction or pay to transfer aliability
in atimely transaction with an independent buyer in the principal market, or in the absence of a principal market, the most
advantageous market for the investment or liability. A framework is used for measuring fair value utilizing a three-tier hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
pricesin active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3).

Thethreelevels of the fair value hierarchy are as follows:

Level 1—Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or
liabilities;

Level 2—Quoted prices in markets that are not considered to be active or financia instrument valuations for which all significant
inputs are observable, either directly or indirectly; and

Level 3—Prices or valuations that require inputs that are both significant to the fair value measurement and unobservable.

Financial instruments are categorized in their entirety based on the lowest level of input that is significant to the fair value
measurement. The assessment of the significance of a particular input to the fair value measurement requires judgment and considers
factors specific to the investment. To the extent that the valuation is based on models or inputs that are less observable or



unobservable in the market, the determination of fair value requires more judgment. Accordingly, the degree of judgment exercised by
usin determining fair value is greatest for instruments categorized in Level 3.

The Company monitors the availability of inputs that are significant to the measurement of fair value to assess the appropriate
categorization of financial instruments within the fair value hierarchy. Changes in economic conditions or model-based valuation
techniques may require the transfer of financial instruments from one fair value level to another. In such instances, our policy isto
recognize significant transfers between levels at the end of the reporting period. The significance of transfers between levelsis
evaluated based upon the nature of the financial instrument and size of the transfer relative to total net assets available for benefits.

Research and development expenses

Research and development costs are expensed as incurred. The Company’ s research and development expenses consist primarily of
costs incurred for the development of its product candidates and include expenses incurred under agreements with contract
manufacturing organizations, or CMOs, contract research organizations, or CROs, investigative sites and consultants to conduct
clinical trials and preclinical and non-clinical studies, costs to acquire, develop and manufacture suppliesfor clinical trials and other
studies, salaries and related costs, including stock-based compensation, depreciation and other alocated facility-related and overhead
expenses and licensing fees and milestone payments incurred under product license agreements where no alternative future use exists.

From time to time, Galecto obtains grants from public and private funds for its research and development projects. The grant income
for agiven period is recognized as a cost reimbursement and is typically based on the time and the costs that Galecto has spent on the
specific project during that period. During the year ended 2019, the Company had two active cost reimbursement grants with Tufts
University and with the Innovation Fund of Denmark. The grants provided reimbursement of direct research and development costs.
For the year ended December 31, 2019, research and development expenses in the consolidated statements of operations include
$388,000 and of grant income cost reimbursement. There was no grant income cost reimbursement for the year ended December 31,
2020.

The Company has met the requirements to receive a tax credit in Denmark for losses resulting from research and development costs of
up to $4.1 million for the years ended December 31, 2020 and 2019. The tax credit is reported as a reduction to research and
development expense in the consolidated statements of operations. For the years ended December 31, 2020 and 2019, research and
development expenses include refundable tax credits of $809,000 and $824,000 respectively.

Accrued research and development costs

Substantial portions of the Company’s preclinical and clinical trials are performed by third-party |aboratories, medical centers, CROs
and other vendors, or collectively, CROs. These CROs generally bill monthly for services performed, or bill based upon milestone
achievement. For preclinical studies, the Company accrues expenses based upon estimated percentage of work completed and the
contract milestones remaining. For clinical studies, expenses are accrued based upon the number of patients enrolled and the duration
of the study. The Company monitors patient enrollment, the progress of clinical studies and related activities to the extent possible
through internal reviews of data reported to the Company by the CROs, correspondence with the CROs and clinical site visits. The
Company’s estimates depend on the timeliness and accuracy of the data provided by the CROs regarding the status of each program
and total program spending. The Company periodically evaluates the estimates to determine if adjustments are necessary or
appropriate based on information it receives.

Acquired in-process research and development expenses

The Company includes costs to acquire or in-license product candidates in acquired in-process research and devel opment expenses.
The Company has acquired the right to develop and commercialize its product candidate PAT-1251, which the Company now refersto
as GB2064. These costs are immediately expensed provided that the payments do not also represent processes or activities that would
constitute a business as defined under U.S. GAAP or provided that the product candidate has not achieved regulatory approval for
marketing and absent obtaining such approval, has no alternative future use.

Leases

In February 2016, the FASB established Topic 842, Leases, by issuing ASU No. 2016-02, which supersedes ASC 840, Leases, and
requires | essees to recognize leases on-balance sheet and disclose key information about |easing arrangements. Topic 842 was
subsequently amended by ASU No. 2018-01, Land Easement Practical Expedient for Transition to Topic 842; ASU No. 2018-10,
Cadification Improvements to Topic 842, Leases; and ASU No. 2018-11, Targeted I mprovements. Topic 842 as amended, or ASU
842, establishes aright-of-use, or ROU, model that requires alessee to recognize a ROU asset and lease liability on the consolidated
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balance sheets for al leases with aterm longer than 12 months. Leases will be classified as finance or operating, with classification
affecting the pattern and classification of expense recognition in the consolidated statements of operation.

The Company adopted ASU 842 on January 1, 2019 using the modified retrospective method, in which case the cumulative effect of
applying the standard would be recognized at the date of initial application. The Company has completed a qualitative and quantitative
assessment of its lease portfolio, in which the standard had a material impact on the consolidated balance sheets but did not have an
impact on the consolidated statements of operations and comprehensive loss. Upon adoption, the Company recognized lease liabilities
of $379,000 based on the present value of the remaining minimum rental payments under current leasing standards for the Company’s
existing operating leases. The corresponding ROU assets of $379,000 recognized upon adoption are net of deferred rent.

ASU 842 provides a number of optional practical expedientsin transition. The Company elected the package of practical expedients
that permit lessees not to reassess under ASU 842 prior conclusions about |ease identification, |ease classification and initial direct
costs. The Company did not elect the use-of-hindsight or the practical expedient pertaining to land easements; the latter not being
applicable to the Company. The new standard also provides practical expedients for an entity’ s ongoing accounting. The Company
€l ected the short-term lease recognition exemption for all leases that qualify. This means, for those leases that qualify, ROU assets or
lease liabilities will not be recognized, and this includes not recognizing ROU assets or lease liabilities for existing short-term |eases
of those assets in transition. The Company also el ected the practical expedient to not separate lease and non-lease components for
office leases.

At inception of acontract, the Company determines whether an arrangement is or contains alease. For all leases, the Company
determines the classification as either operating leases or finance leases. Operating leases are included in Operating lease right-of-use
assets and Operating lease liabilities in the Company’ s consolidated balance sheets.

L ease recognition occurs at the commencement date and lease liability amounts are based on the present value of |ease payments over
the lease term. The lease terms may include options to extend or terminate the lease when it is reasonably certain that the Company
will exercise that option. If alease does not provide information to determine an implicit interest rate, the Company uses the
Company’ sincremental borrowing rate in determining the present value of lease payments. ROU assets represent the right to use an
underlying asset for the |ease term, and lease liabilities represent the obligation to make lease payments under the lease. ROU assets
also include any lease payments made prior to the commencement date and exclude |ease incentives received. Operating |ease expense
isrecognized on a straight-line basis over the lease term. The depreciable life of assets and leasehold improvements are limited by the
expected |lease term, unlessthereis atransfer of title or purchase option reasonably certain of exercise. Lease agreements with both
lease and non-lease components, are generally accounted for together as a single lease component. Refer to Note 6 for further details.

Convertible preferred stock

The Company classifies convertible preferred stock outside of stockholders’ deficit on its consolidated balance sheet as the
requirements of triggering a deemed liquidation event are not within the Company’s control. In the event of a deemed liquidation
event, the proceeds from the event are distributed in accordance with liquidation preferences (see Note 9). The Company records the
issuance of convertible preferred stock at the issuance price less related i ssuance costs and less any discount arising on all ocation of
proceeds to one or more derivative features. Immediately prior to consummation of the Company’s IPO, all outstanding shares of the
Company’ s convertible preferred stock were converted into shares of common stock.

Equity-based compensation

The Company accounts for stock options granted in accordance with ASC 718, Compensation-Sock Compensation, or ASC 718. In
accordance with ASC 718, compensation expense is measured at the estimated fair value of the stock options at grant date and is
included as compensation expense over the vesting period during which an employee provides service in exchange for the award.

All share-based awards granted are measured based on the fair value on the date of the grant and compensation expense is recognized
with respect to those awards over the requisite service period, which is generally the vesting period of the respective award. The
Company reverses any previously recognized compensation cost associated with forfeited awards in the period the forfeiture occurs.

Equity-based compensation expense is classified in the Company’ s consolidated statement of operations and comprehensivelossin
the same manner in which the award recipients’ payroll costs are classified or in which the award recipients’ service payments are
classified. The fair value of each stock option grant is estimated on the date of grant using the Black-Scholes model. The following
summarizes the inputs used:

Expected volatility—The Company estimates its expected stock volatility based on the historical volatility of a publicly traded set of
peer compani es because we lack company-specific historical and implied volatility information due in part to the limited timein
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which we have operated as a publicly traded company. We expect to continue to do so until such time as we have adequate historical
data regarding the volatility of our traded stock price.

Expected term—The expected term of the Company’ s stock options has been determined based on the expected time to liquidity. The
Company uses the simplified method prescribed by the SEC' s Staff Accounting Bulletin No. 107, Share-Based Payment, to calculate
the expected term of options granted because we lack company-specific historical and implied expected term information due in part
to the limited time in which we have operated as a publicly traded company.

Risk-freeinterest rate—The risk-free interest rate is based on the implied yield on a U.S. Treasury security at a constant maturity with
aremaining term equal to the expected term of the option granted.

Dividends—Expected dividend yield is zero because the Company does not pay cash dividends on common shares and does not
expect to pay any cash dividends in the foreseeabl e future.

Prior to the PO, the Company’s board of directors, with input from management, determined the estimated fair value of the common
shares as of the date of each incentive share grant considering the Company’ s then-most recently available third-party valuation of
common shares. Valuations are updated when facts and circumstances indicate that the most recent valuation is no longer valid, such
as changes in the stage of development efforts, various exit strategies and their timing, and other scientific developments that could be
related to the Company’ s valuation, or, at aminimum, annually. Third-party valuations were performed in accordance with the
guidance outlined in the American Institute of Certified Public Accountants’ Accounting and Vauation Guide, Valuation of Privately-
Held-Company Equity Securities Issued as Compensation.

I ncome taxes

Deferred income tax assets and liabilities arise from temporary differences associated with differences between the financial
statements and tax basis of assets and liabilities, as measured by the enacted tax rates, which are expected to be in effect when these
differences reverse. Vauation allowances are established when necessary to reduce deferred tax assets to the amount expected to be
realized.

The Company has generated net losses since inception and accordingly has not recorded a provision for income taxes.

The Company follows the provisions of ASC 740-10, Uncertainty in Income Taxes, or ASC 740-10. The Company has not recognized
aliability asaresult of the implementation of ASC 740-10. A reconciliation of the beginning and ending amount of unrecognized tax
benefits has not been provided since there is no unrecognized benefit since the date of adoption. The Company has not recognized
interest expense or penalties as aresult of the implementation of ASC 740-10. If there were an unrecognized tax benefit, the Company
would recognize interest accrued related to unrecognized tax benefits and penaltiesin income tax expense.

The Company has identified the United States, Denmark and Sweden as its mgjor tax jurisdictions. Refer to Note 12 for further details.
Net loss per share

Basic net loss per share is computed by dividing the net loss by the weighted-average number of shares of common stock outstanding
for the period. Diluted net loss per share is computed by dividing the net loss by the weighted-average number of shares of common
stock and dilutive common stock equival ents outstanding for the period, determined using the treasury-stock method and the as if-

converted method, for convertible securities, if inclusion of these instrumentsis dilutive.

For the year ended December 31, 2020 and 2019, both methods are equivalent. Basic and diluted net |oss per share are described
further in Note 13.

Segments
Operating segments are defined as components of an entity for which separate financial information is available and that is regularly
reviewed by the chief operating decision maker, or CODM, in deciding how to allocate resources to an individual segment and in

assessing performance. The Company’s CODM isits chief executive officer. The Company has determined it operatesin one
segment.
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Other comprehensive income (loss)

OCI is defined as the change in equity of a business enterprise during a period from transactions and other events and circumstances
from non-owner sources. The Company’s OCI includes currency trandlation.

Emerging growth company status

The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012, or JOBS Act. Under
the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards issued subsequent to the
enactment of the JOBS Act, until such time as those standards apply to private companies. The Company may elect to use this
extended transition period for complying with new or revised accounting standards that have different effective dates for public and
private companies until the earlier of the date that it (i) is no longer an emerging growth company or (ii) affirmatively and irrevocably
opts out of the extended transition period provided in the JOBS Act. As aresult, these financial statements may not be comparable to
companies that comply with the new or revised accounting pronouncements as of public company effective dates.

Recently adopted accounting standards

In July 2017, the FASB issued ASU No. 2017-11, Earnings Per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480)
and Derivatives and Hedging (Topic 815): I. Accounting for Certain Financial Instruments with Down Round Features; and I1.
Replacement of the Indefinite Deferral for Mandatorily Redeemable Financial Instruments of Certain Nonpublic Entities and Certain
Mandatorily Redeemable Noncontrolling Interests with a Scope Exception, or ASU 2017-11. Part | of ASU 2017-11 addresses the
complexity of accounting for certain financial instruments with down round features. Down round features are features of certain
equity-linked instruments (or embedded features) that result in the strike price being reduced on the basis of the pricing of future
equity offerings. Current accounting guidance creates cost and complexity for entities that issue financial instruments (such as
warrants and convertible instruments) with down round features that require fair value measurement of the entire instrument or
conversion option. Part |1 of ASU 2017-11 addresses the difficulty of navigating Topic 480, Distinguishing Liabilities from Equity,
because of the existence of extensive pending content in the FASB Accounting Standards Codification. This pending content is the
result of the indefinite deferral of accounting requirements about mandatorily redeemable financial instruments of certain nonpublic
entities and certain mandatorily redeemabl e non-controlling interests. The amendmentsin Part |1 of ASU 2017-11 do not have an
accounting effect. The adoption of ASU No. 2017-11, during the year ended December 31, 2019, did not have any impact on the
financial statements and related disclosures.

Prior to January 1, 2019, the Company accounted for leases under ASC 840, Accounting for Leases. Effective January 1, 2019, the
Company adopted the guidance of ASC 842, Leases, or ASC 842, which requires an entity to recognize a right-of-use asset and alease
liahility for virtually all leases. The Company adopted ASC 842 using a modified retrospective approach. The new standard provides a
number of optional practical expedientsin transition. The Company elected the ‘ package of practical expedients,” which permitted the
Company not to reassess under the new standard its prior conclusions about |ease identification, lease classification and initial direct
costs; and all of the new standard’ s available transition practical expedients. The adoption of ASC 842 on January 1, 2019 did not
have a material impact on the financial statements.

In June 2018, the FASB issued ASU No. 2018-07, Compensation — Sock Compensation (Topic 718): Improvements to Nonemployee
Share-Based Payment Accounting, or ASU 2018-07, which alows companies to account for nonemployee awards in the same manner
as employee awards. The adoption of ASU No. 2018-07 on January 1, 2019 did not have a material impact on the financial statements.

Recently issued accounting standards

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses: Measurement of Credit Losses on Financial
Instruments, or ASU 2016-13. ASU 2016-13 requires measurement and recognition of expected credit losses for financial assets. In
April 2019, the FASB issued clarification to ASU 2016-13 within ASU 2019-04, Codification Improvements to Topic 326, Financial
Instruments-Credit Losses, Topic 815, Derivatives and Hedging, and Topic 825, Financial Instruments. The guidance will become
effective as of January 1, 2020, and must be adopted using a modified retrospective approach, with certain exceptions. This guidance
is effective for public business entities that meet the definition of a Securities and Exchange Commission filer, excluding eligible
smaller reporting companies for fiscal years beginning after December 15, 2021. For all other entities, including emerging growth
companies, it is effective for fiscal years beginning after December 15, 2022. The Company is currently ng the potential impact
of adopting ASU 2016-13 on its financial statements and financial statement disclosures.

During August 2018, the FASB issued ASU No. 2018-13, Disclosure Framewor k—Changes to the Disclosure Requirements for Fair

Value Measurement, or ASU 2018-13. ASU 2018-13 modifies the disclosure requirements for fair value measurements in Topic 820,
Fair Value Measurement. The amendments are based on the concepts in the FASB Concepts Satement, Conceptual Framework for
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Financial Reporting—Chapter 8: Notesto Financial Statements, which the Board finalized on August 28, 2018. ASU 2018-13 is
effective for fiscal years and interim periods within those fiscal years beginning after December 15, 2019. Early adoption is permitted.
As of December 31, 2019, the Company had not elected to early adopt this guidance but does not expect that the adoption of this
guidance would have a material effect on its financial statements.

In December 2019, the FASB issued ASU No. 2019-12, Smplifying the Accounting for Income Taxes, or ASU 2019-12. ASU 2019-12
eliminates certain exceptions related to the approach for intra-period tax allocation, the methodology for calculating income taxesin
an interim period and the recognition of deferred tax liabilities for outside basis differences. It also clarifies and simplifies other
aspects of the accounting for income taxes. This guidance is effective for public business entities for fiscal years beginning after
December 15, 2020, and interim periods within those fiscal years. For al other entities, including emerging growth companies, it is
effective for fiscal years beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15,
2022. Early adoption is permitted. The Company is currently evaluating the impact that the new accounting standard will have on the
financial statements and disclosures.

3. FAIR VALUE MEASUREMENTS
Fair value is defined as the exchange price that would be received for an asset or paid to transfer aliability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the

measurement date. V aluation techniques used to measure fair value are performed in a manner to maximize the use of observable
inputs and minimize the use of unobservable inputs.

The Company classified its money market funds within Level 1 because their fair values are based on their quoted market prices. The
Company had no financial assets or liabilities measured at fair value on arecurring basis as of December 31, 2019.

A summary of the assets that are measured at fair value as of December 31, 2020 is as follows (in thousands):

Fair Value M easurement at
December 31, 2020

Quoted Pricesin Significant
Active Markets other Significant
for Identical Observable Unobservable
Carrying Assets Inputs Inputs
Assets: Value (Level 1) (Level 2) (Level 3)
Money market funds® $ 142,904 $ 142,904 3 — 3 —
Total $ 142904 $ 142904 $ —  $ —

(1) Money market funds with maturities of 90 days or less at the date of purchase are included within cash and cash equivalents
in the accompanying consolidated balance sheets and are recognized at fair value.

The Company had a preferred stock tranche obligation (Note 9), or (“Preferred Stock Tranche Obligation™), measured at (Level 3) fair
value on arecurring basis of $1.7 million as of December 31, 2018. There were no transfersamong Level 1, Level 2 or Level 3
categoriesin the years ended December 31, 2020 or 2019.

The following table provides a reconciliation of the Company’s liabilities measured at fair value on arecurring basis using significant
unobservable inputs (Level 3) (in thousands):

Preferred
Stock
Tranche
Obligations
Baance, December 31, 2018 $ 1,744
Fair value adjustments (1,913)
Settlement on commitment to purchase Series C preferred stock 169

Balance, December 31, 2019 $ —
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Preferred stock tranche obligation

The Company’s Preferred Stock Tranche Obligation (Note 9) was measured at fair value using an option pricing valuation
methodology. The fair value of Preferred Stock Tranche Obligation included inputs not observable in the market and thus represented
aLevel 3 measurement. The option methodology utilized required inputs based on certain subjective assumptions, including

(a) expected stock price volatility, (b) calculation of an expected term, (c) arisk-free interest rate, and (d) expected dividends. This
approach resulted in the classification of these securities as Level 3 of the fair value hierarchy. For the year ended December 31, 2019,
the Company recognized a $1.9 million nonoperating gain in the statement of operations as fair value adjustments on preferred stock
tranche obligations, with respect to changes to the fair value of the Preferred Stock Tranche Obligation. The Company had no
Preferred Stock Tranche Obligation as of December 31, 2020.

4. PURCHASE OF PHARMAKEA, INC.

The Purchase was principally an all-stock transaction whereby the Company exchanged 610,098 shares of its Series C-3 preferred
stock, or approximately 13% of the shares of the Company subsequently outstanding, for PharmAkea. The Company was determined
to be the accounting acquirer, and the Purchase of PharmAkea has been accounted for as an asset acquisition pursuant to Topic

805, Business Combinations, as the principal asset acquired was PharmAkea's Phase 1 clinical development program of an orally
delivered inhibitor of LOXL2 for the treatment of Myelofibrosis and other fibrotic indications, which the Company refersto as
GB2064. At the time of the Purchase, PharmAkea had no facilities, employees, customers or assets other than the GB2064 program.

The following summarizes the purchase price of the Purchase (in thousands, except share and per share amounts):

Value of the shares of Series C preferred stock issued to former

PharmAkea stockholders $ 15,625
Cash consideration to non-accredited former PharmAkea

stockholders 216
Payments made and Company options issued to former

PharmAkea executives pursuant to the terms of the Purchase 583
Transaction costs 978
Purchase price $ 17,402

Thetotal purchase price has been allocated to the assets acquired and liabilities assumed as of December 31, 2019 asfollows (in
thousands):

Purchased in-process research and devel opment—GB2064 $ 16,788

Cash acquired 653
Trade liabilities assumed (39)
Purchase price $ 17,402

Purchased in-process research and development with respect to GB2064 is charged directly to expense in the consolidated statements
of operations on the purchase date, December 31, 2019. The value of GB2064 consists primarily of technology associated with the
drug compound that the Company plans to advancein clinical development but as of the date of the Purchase was in early stages of
clinical development, had not received regulatory approval to commercialize and, thus, had no alternative future use.

The fair value of GB2064 was determined under a multi-period excess earnings method, or MPEEM, and income approach and a
variation of the discounted cash flow method used to measure the fair value of intangible assets. The MPEEM fair value is a risk-
adjusted assessment of the market potential of GB2064 for the treatment of Myelofibrosis, discounted using a calculated market
participant weighted average cost of capital of 45%.
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5. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consist of the following (in thousands):

December 31,
2020 2019
Research and development tax credit receivable $ 1,808 $ 827
Prepaid insurance costs 1,642 —
Contract research and devel opment costs 1,620 3,344
Value-added tax refund receivable 401 253
Grant reimbursement receivable — 379
Other 242 314
Total prepaid expenses and other current assets $ 5713 $ 5,117

6. LEASES

On January 1, 2019, the Company adopted ASC 842 using the modified retrospective transition approach allowed under ASU 2018-11
which releases companies from presenting comparative periods and related disclosures under ASC 842 and requires a cumulative-
effect adjustment to the opening balance of retained earnings in the period of adoption (Note 2). The Company is party to three
operating leases for office and laboratory space. The Company’s finance leases are immaterial both individually and in the aggregate.
The Company has elected to apply the short-term lease exception to all leases of one year or less. Rent expense for years ended
December 31, 2020 and 2019 was $250,000 and $222,000, respectively.

The Company has an operating lease for its corporate headquarters in Copenhagen, Denmark for office space that expires in October
2021. In June 2020, the Company amended the related | ease agreement to include an additional 1,300 square feet of office space. The
Company also has alease agreement for office space in London, United Kingdom, that expires August 2022 and has arenewal option
and a lease agreement for office space in Gothenburg, Sweden, that expires in September 2022. The Company had an operating lease
in London, United Kingdom for office space that expired in August 2020 and an operating lease in Quebec, Canada for office space
that expired in July 2020.

Quantitative information regarding the Company’ s leases for the years ended December 31, 2020 and 2019 is as follows (in
thousands):

Year Ended
December 31,
L ease Cost: 2020 2019
Operating |ease cost $ 213 % 129
Other Information:
Operating cash flows paid for amounts included in the
measurement of lease liabilities $ 213 % 129
Operating lease liabilities arising from obtaining right-of-use
assets $ 713 $ 391
Weighted average remaining lease term (years) 2.8 4.2
Weighted average discount rate 8.0% 8.0%

As most of the Company’s leases do not provide an implicit rate, the Company used itsincremental borrowing rate based on the
information available at commencement date in determining the present value of |ease payments. The Company used the incremental
borrowing rate on January 1, 2019 for operating leases that commenced prior to that date.
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Future lease payments under noncancelable leases are as follows at December 31, 2020 (in thousands):

Operating
Future L ease Payments L eases
2021 $ 434
2022 325
2023 145
2024 121
2025 —
Total lease payments 1,025
Less: imputed interest 110
Tota leaseliabilities $ 915

The Company is proceeding with the option to renew its corporate headquarters in Copenhagen, Denmark for office space. The
renewal option will expire in October 2024 and additional lease payments of $288,000 are included in the future lease payments
above. In January 2021, the Company entered into an operating lease agreement in Stevenage, United Kingdom, for laboratory space.
The lease agreement has a three-year term, which expires in January 2024 and has a renewal option. The total lease payments due
during the term of the lease are $179,000 and are not included in the future lease payments above.

7. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities consist of the following (in thousands):

December 31,
2020 2019
Employee compensation costs $ 1,031 $ 113
Contract research and devel opment costs 967 3,493
Leaseliabilities 374 87
Costs related to the Purchase of PharmAkea — 838
Other liabilities 343 67
Total accrued expenses and other current ligbilities $ 2715 $ 4,598

8. COMMITMENTSAND CONTINGENCIES

Lease commitments

The Company’s commitments related to |ease agreements are disclosed in Note 6.

Legal proceedings

From time to time, the Company may be party to litigation arising in the ordinary course of its business. The Company was not subject
to any material legal proceedings during the years ended December 31, 2020 and 2019, and, to its knowledge, no material legal
proceedings are currently pending or threatened.

I ndemnification agreements

The Company, as permitted under Delaware law and in accordance with its certification of incorporation and bylaws and pursuant to
indemnification agreements with certain of its officers and directors, indemnifies its officers and directors for certain events or
occurrences, subject to certain limits, which the officer or director is or was serving at the Company’ s request in such capacity.

The Company entersinto certain types of contracts that contingently requires the Company to indemnify various parties against claims
from third parties. These contracts primarily relate to (i) the Company’s bylaws, under which the Company must indemnify directors
and executive officers, and may indemnify other officers and employees, for liabilities arising out of their relationship, (ii) contracts

under which the Company must indemnify directors and certain officers and consultants for liabilities arising out of their relationship,
and (iii) procurement, service or license agreements under which the Company may be required to indemnify vendors, service

F-17



providers or licensees for certain claims, including claims that may be brought against them arising from the Company’ s acts or
omissions with respect to the Company’ s products, technology, intellectual property or services.

From time to time, the Company may receive indemnification claims under these contracts in the normal course of business. In the
event that one or more of these matters were to result in a claim against the Company, an adverse outcome, including a judgment or
settlement, may cause a material adverse effect on the Company’ s future business, operating results or financial condition. It is not
possible to estimate the maximum amount potentially payable under these contracts since the Company has no history of prior
indemnification claims and the unique facts and circumstances involved in each particular claim will be determinative.

9. CONVERTIBLE PREFERRED STOCK

During the fiscal year ended December 31, 2018, Galecto Biotech AB concluded a Series C financing involving a combination of
existing shareholders and new investors, or Series C Financing. At closing, Galecto Biotech AB issued 1,284,795 Series C-2 sharesin
exchange for $34.5 million in net proceeds.

The Series C Financing further allowed for milestone closings in the event of certain development milestones, whereby purchasers of
Series C preferred stock had the option to purchase additional shares of Series C preferred stock, or the Preferred Stock Tranche
Obligation. The milestones were achieved in 2019 and, in December 2019, Series C investors committed to the sale and issuance of
1,199,143 Series C-4 preferred shares and 342,612 Series C-5 preferred shares of the Company for atotal of $39.7 million. Asaresult
of the issuance of the Series C-4 preferred stock and Series C-5 preferred, the Company issued atotal of 198,770 additional Series C-3
preferred shares to former PharmAkea shareholders pursuant to the terms of the Purchase (See Note 4).

The sale and issuance of the Series C-4 preferred stock and Series C-5 preferred were committed to in December 2019 and are
included in the consolidated balance sheet as of December 31, 2019 with a corresponding $39.7 million receivable for the proceeds
included within current assets in the consolidated balance sheet as of December 31, 2019. The issuance of additional Series C-3
preferred stock with respect to the Purchase of PharmAkea stemming from the sale and issuance of the Series C-4 preferred stock and
Series C-5 preferred stock is also included in the consolidated balance sheet as of December 31, 2019 and comprises an element of the
purchase price for the Purchase. The $39.7 million proceeds were received, and shares issued in January 2020.

In September 2020, the Company sold and issued 2,368,118 shares of Series D preferred stock for gross proceeds of $64.2 million, or
$61.4 million net of $2.8 million in issuance costs. The Series D preferred stock ranked on-par with the Company’s Series C preferred
stock with respect to dividends and in liquidation as disclosed in Note 9 to the Company’ s annual consolidated financial statements for
the years ended December 31, 2019 and 2018 included in the final prospectus for the Company’s IPO filed pursuant to Rule 424(b)(4)
under the Securities Act with the SEC on October 30, 2020.

Immediately prior to consummation of the IPO, all outstanding shares of the Company’s Series B, Series C and Series D convertible
preferred stock were converted into 18,658,643 shares of common stock.

10. STOCKHOLDERS EQUITY
Common and preferred stock

In October 2020, the Company completed its IPO selling an aggregate of 6,342,207 shares of common stock at $15.00 per share,
which included 675,540 shares that represented the partial exercisein November 2020 of an option to purchase additional shares
granted to the underwriters in connection with the |PO. The offering resulted in $86.3 million of net proceeds to the Company, after
deducting underwriting discounts and commissions and other offering expenses payable by the Company. Upon the closing of the
Company’s PO, the Company filed an amended and restated certificate of incorporation, which authorized the Company to issue
300,000,000 shares of common stock and 10,000,000 shares of preferred stock, which shares of preferred stock are currently
undesignated. The Company had 25,261,832 common shares outstanding at December 31, 2020.
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The Company had 5,350,404 common shares authorized, of which 259,966 shares were issued and outstanding at December 31, 2019.
Common stockholders are entitled to one vote for each share of common stock held at all meetings of stockholders and written actions
in lieu of meetings. Common stockholders are entitled to receive dividends, if and when declared by the Board. No dividends have
been declared or paid by the Company through December 31, 2020.

11. EQUITY-BASED COMPENSATION
Employee equity plan

In March 2020, the Company replaced the 2013 Option Program, or (“2013 Plan”), with its 2020 Stock Option and Grant Plan, or (“2020
Plan”). The 2020 Plan initially allowed the Company to award up to 1,740,325 options and the 304,142 outstanding options granted
under the 2013 Plan were transferred to the 2020 Plan. Each vested option will entitle the option holder to purchase a single common
share in the Company. Holders of stock options shall be entitled to exercise the vested portion of the stock option during the time period
as determined by the Board, provided that a qualified exit, as defined in the 2020 Plan, has occurred. If aqualified exit, as defined in the
2020 Plan, occurs then all of the holders unvested options shall vest immediately. Options that are not exercised during the exercise
period will automatically be forfeited. Stock options generally vest over athree-year or four-year period and expire ten years from the
grant date.

In October 2020, the Board approved the 2020 Equity Incentive Plan or (2020 Equity Plan”). The 2020 Equity Plan alowed the
Company to award up to 1,625,858 options and the 2,512,427 outstanding options granted under the 2020 Plan were transferred to the
2020 Equity Plan and no further options were available to be issued under the 2020 Plan. The 2020 Equity Plan will cumulatively
increase by 5 percent of the number of shares of common stock issued and outstanding on January 1% each year. At December 31,
2020, the Company had 1,598,858 options available for future grant under the 2020 Plan.

The following table sets forth the activity for the Company’s stock options during the periods presented:

Weighted-
Weighted- average
average remaining
exercise contractual AgQgregate
Number of price per term intrinsic
Options share (in years) value

Outstanding at December 31, 2018 304,142 $ 5.58 — —
Granted — — — —
Outstanding at December 31, 2019 304,142 5.58 — —
Granted 2,235,285 4.67 — —
Exercised (1,016) 1.95 — $ 5,842
Outstanding at December 31, 2020 2538411 $ 4.67 8.8 $20,009,769
Vested and expected to vest at December 31, 2020 2234269 $ 4.57 9.5 $17,845,220
Exercisable at December 31, 2020 695373 $ 3.48 6.6 $ 6,282,748

The weighted-average grant date fair value of all stock options granted during the year ended December 31, 2020 was $3.35. No
options were granted during the year ended December 31, 2019. The intrinsic value at December 31, 2020 is based on the closing
price of the Company’s common stock on that date of $12.51 per share

Equity-based compensation

The Company recorded stock-based compensation expense of $1.0 million related to the issuance of stock options during the year
ended December 31, 2020, which $0.6 million was recorded as general and administrative expense and $0.4 million was recorded as
research and devel opment expense. The fair value of stock options vested during the year ended December 31, 2020 was $0.3 million.
At December 31, 2020, there was $6.5 million of unrecognized stock-based compensation expense relating to stock options granted
pursuant to the 2020 Equity Plan, which will be recognized over the weighted-average remaining vesting period of 3.5 years.

F-19



Thefair values of the options granted were estimated based on the Black-Scholes model, using the following assumptions:

2020
Risk-free interest rate 0.4%
Expected term (in years) 5.8
Expected volatility 90.1%
Expected dividend yield 0%

12. INCOME TAXES

The Company had no income tax expense or benefit for the years ended December 31, 2020 and 2019. The Company has incurred net
operating losses for all the periods presented. The Company has not reflected the benefit of any such net operating loss carryforwards
in the accompanying financia statements. As of December 31, 2019, the domicile of the reporting entity has changed from Denmark
to the United States resulting in atax rate of 21% in 2020 and 2019. Thisis discussed further below.

The components of net loss are as follows (in thousands):

Year Ended December 31,

2020 2019
Domestic $ (7,544) $ (16,788)
Foreign (27,293) (19,719)
Total $ (34837) $ (36,507)

Reconciliation of Effective Tax Rate

The effective tax rate for the years ended December 31, 2020 and 2019 is different from the statutory rate primarily due to the
valuation allowance against deferred tax assets as aresult of insufficient sources of income. The reconciliation of the statutory income
tax rate to the Company’s effective income tax rate is as follows:

Year Ended December 31,

2020 2019
Income tax benefit at the statutory rate 21.0% 21.0%
State income taxes 29 0.7
Permanent differences 25 0.7
Research and devel opment tax credits 2.3 (1.8)
Foreign rate differential 0.8 0.6
Purchased in-process research and devel opment — (9.7)
Other — 0.2
Change in valuation allowance (29.5) (11.0)
Total —% —%

Deferred taxes

Deferred income taxes reflect the net effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The principal components of the Company’s deferred tax
assets consisted of the following (in thousands):

December 31,

Deferred tax assets: 2020 2019

Net operating loss carryforwards $ 18,471 $ 8,980
Research and devel opment credits 2,828 2,019
Bonus compensation 322 156
Total deferred tax assets $ 21621 $ 11,155
Valuation allowance (21,621) (11,155)
Net deferred tax assets $ — $ —
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In assessing the realizability of deferred tax assets, management considers whether it is more-likely-than-not that some portion or all
of the deferred tax assets will not be realized. The Company regularly assesses the likelihood that the deferred tax assets will be
recovered from future taxable income. The Company considers projected future taxable income and ongoing tax planning strategies,
then records a valuation allowance to reduce the carrying value of the net deferred taxes to an amount that is more-likely-than-not able
to be realized. Based upon the Company’ s assessment of all available evidence, including the previous three years of taxable income
and loss after permanent items, estimates of future profitability, and the Company’s overall prospects of future business, the Company
determined that it is more-likely-than-not that the Company will not be able to realize a portion of the deferred tax assets in the future.
The Company will continue to assess the potential realization of deferred tax assets on an annual basis, or an interim basis if
circumstances warrant. If the Company’s actua results and updated projections vary significantly from the projections used as a basis
for this determination, the Company may need to change the valuation allowance against the gross deferred tax assets. On the basis of
this evaluation, afull valuation allowance at December 31, 2020 and December 31, 2019 was recorded of $21.6 million and

$11.2 million respectively to reduce the net deferred tax assetsto their estimated realizable value. The change in valuation allowance
was $10.4 million.

The Company is subject to taxation in the United States, Denmark and Sweden. As of December 31, 2020, tax years 2016 and forward
were generally open to examination by the Danish tax authorities and tax year 2019 and forward was open to examination by the
United States tax authorities. The Company is not under examination by any taxing authorities.

As of December 31, 2020, the Company had gross U.S. federal net operating losses, or NOLs, of $11.5 million and federal research
and development credits, or R& D credits, of $1.2 million to offset tax liabilities. The federal NOLs and federal R&D credit
carryforwards begin to expire in 2036 and 2033, respectively. Of the federal NOLs, $11.4 million have an infinite life. The Company
also had gross state NOL s of $18.6 million and state R& D credits of $1.1 million which are available to offset state tax liabilities. The
state NOL s begin to expire in 2036 and the state tax R& D credits have an indefinite life. The Company also had NOLs in Denmark of
$67.3 million which have an indefinite life. Federal and state NOLs and R& D credlit carryforwards are also subject to annual
limitations in the event that cumulative changes in the ownership interests of significant stockholders exceed 50% over athree-year
period, as defined under Sections 382 and 383 of the Internal Revenue Code of 1986. The Company has not completed an analysis to
determine if the NOLs and R& D credits are limited due to a change in ownership.

The Company recognizes accrued interest related to unrecognized tax benefits and penalties as income tax expense. The Company
does not have any material unrecognized tax benefits which would affect the effective tax rate if recognized. The Company does not
have any unrecognized tax benefits which would reverse within the next twelve months.

The Company is eligible for the Danish enhanced research and devel opment tax allowance, providing for an increase in the deductible
value of the amount of certain R& D expenditures. The deduction for R&D expendituresis set at 101.5% for 2019, 130% for 2020
through 2021, 108% for 2022 through 2025 and 110% for 2026.

13. NET LOSSPER SHARE

Basic and diluted net loss per shareis calculated as follows (in thousands except share and per share amounts):

Year Ended December 31,

2020 2019
Net loss $ (34837) $ (36,507)
Cumulative dividends on convertible preferred stock — (5,560)
Net loss attributable to common stockholders $ (34837) $  (42,067)
Net loss per common share, basic and diluted $ (762) $ (161.82)
Weighted-average number of shares used in computing net
loss per common share, basic and diluted 4,572,702 259,966

The following outstanding potentially dilutive securities have been excluded from the calculation of diluted net loss per share, as their

effect is anti-dilutive:
Year Ended December 31,

2020 2019
Convertible preferred stock — 4,809,124
Stock options to purchase common stock 2,538,411 304,142
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14. RELATED PARTY TRANACTIONS
During the year ended December 31, 2020 and 2019, the Company had no material related party transactions.

15. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through the date on which the consolidated financial statements were issued. The
Company has concluded that no subsequent events have occurred that require disclosure to the consolidated financial statements.
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